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R. J. RICCIARDI, INC.
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

Board of Directors

Bel Marin Keys Community
Services District

Novato, California

We have audited the accompanying financial statements of the governmental activities and each major fund of the Bel
Marin Keys Community Services District, as of and for the year ended June 30, 2018, and the related notes to the
financial statements, which collectively comprise the Bel Marin Keys Community Services District’s basic financial
statements as listed in the wable of contents.

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, implemeniation,
and maintenance of intemnal control relevant to the preparation and fair presentation of financial statements that are
free from matenal misstatement, whether due to fraud or crror.

{3

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the State Controller’s
Minimum Audit Requirements for California Special Districts. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our 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, we
consider internal control relevant to Bel Marin Keys Community Services District’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the cffectiveness of Bel Marin Keys Community Services District’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of Bel Marin Keys Community Services District,
as of June 30, 2018, and the respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
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Board of Directors
Bel Marin Keys Community Services District — Page 2

Quther Matters

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis and budgetary comparison information on pages 3-8 and page 24-25, as listed in the table of contents, 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
Tesponses 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.

R.9. Ricciardi, Ine.

R ]. Ricciardi, Inc.
Certified Public Accountants

San Rafael, California
April 2, 2019



Bel Marin Keys Community Services District

i

June 30, 2018

This section of Be] Marin Keys Community Services District’s (the District’s) basic financial statements presents
management’s overview and analysis of the financial activities of the District for the fiscal year ended June 30,
2018. The information presented in this section should be considered in conjunction with that presented in the
letter of transmittal and the notes to the financial statements.

Financial Highlights

The Distxict’s assets exceeded its liabilities by $3,378,917 at June 30, 2018; this amount is identified as the
District’s net position,

The District’s net position increased by $554,510 from 2017 and this increase is the Change in Net Position of
$554,510 reflected in the Governmental Activities column of the Staternent of Activities shown in Table 2.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financia! statements,
which consist of three components: 1) government-wide financial statements; 2) fund financial statements; and 3)
notes to the financial statements. The report also contains other supplementary information in addition 1o the
basic financial statements.

- wide Einaneial

Government-wide financial statements are designed to give users a broad overview of the District’s finances, in a
manner similar to that of a private-sector business and are prepated on the full accrual basis, which means they
measure the flow of all economic resources of the District as a whole. They provide a longer-term view of the
District’s activities and comprise of the Statement of Net Position and the Statement of Activities. The Statement
of Net Position presents information on all of the District’s assets and liabilities, with the net difference berween
the two reported as net position. The Statement of Activities provides information about all of the District’s
revenues and all of its expenses, also on the full accrual basis, with the emphasis on measuring net revenues or
expenscs of the District’s programs. The Statement of Actvities explains in detai] the change in Net Position for
the year,

The Statement of Net Position and the Statement of Activities presents information about the following:

Governmental Activities - The District’s basic services are considered to be governmental activities. Its primary
purpose, as a Community Services District established pursuant to the Government Code 61600, includes, but is
not limited to: providing improvements and maintenance to the lagoons and perimeter levees, landscaping in the
parks, vistz arcas and ends of cul-de-sacs, the water quality within the lagoons, the navigational locks, the fish
screens and other waterway related asscts located within the District service area. The District is pomarily funded
by taxes imposed on District residents and through Bond issues that have been approved by the residents.

Furd Fingncial 5

The Fund Financial Statements report the District’s operations in more detail than the Government-wide
statements and focus primarily on the short-term activities of the District’s General Fund. The Fund Financial
Statements measute only current revenues and expenditures and fund balances. The Fund Financial Statements
provide detailed information about the District’s General Fund and each major fund.

Governmental Fund Financial Statements are prepared on the modified accrual basis, which means they measure
only current financial resources and uses. Capital assets and other long-lived assets, along with long-term
liabilities, are not presented in the Governmental Fund Financial Statements.



Bel Marin Keys Community Services District

June 30, 2018

Notes to the Basic Financial Statements

The accompanying notes to the basic financial statements provide information essential to a full understanding of
the government-wide and fund financial statements. The notes to the basic financial statements begin on page 15
of this report.

Required Supplementaty Information

On page 24 and 25, the budget to actual comparison for the general fund and Measure D fund s presented as
required supplementary information.

Financial Analysis of the District as a Whole
The District’s net position at June 30, 2018 is $3,378,917. The following table provides a summary of the
District’s net position:

Table 1 - Summary of Net Position
June 30, 2018

Goverpmental Activiges

2018 2017
Percentage Percentage
Amount of Total Amount of Total

Assets
Current assers $ 2,226,189 36°% $ 2,563,472 41%,
Capital assets, net of depreciation 4.019.709 64% 3,650,086 59%

Tortal assets 6,245,898 100% 0213558 ___ 100%
Liabiliti
Current liabilities 740,598 26% 739,372 22%
Long-term liabilites 2,126,383 14% 2,098,331 18%

Total liabilities 28066981 100% 3437703 100%0
Net Positi
Net investment in capital assets 1,321,547 39% 394,882 13%
Restricted 1,639,241 49%, 1,866,535 68%0¢
Unrestricted (deficit) 418,129 12% 214,438 19%

Total Net Position 3 3378917 100%  $._ 2775855 ___ 100%

The current ratio compares current assets to current liabilities and is an indication of the ability to pay current
obligations. The District maintains a current ratio of 3 to 1 at June 30, 2018 and at June 30, 2017. These ratios
tustrate the District’s positive ability to pay its current obligations with current resources.

The District also reported positive balances in net position for the current year. Total net position increased by
$554,510 or 20° during the year.

In 2018, approximately 64%0 of the District’s assets are invested in capital. The District uses these capital assets to
provide services to its citizens in providing maintenance of waterway, levee, locks, patks and other facilites within
Bel Marin Keys. The portion of total assets that is capital has increased slightly, from 59% to 64% from 2017 to
2018 as additional capital assets were purchased during 2018 and will continue to be depreciated over their
expected lives.



Bel Marin Keys Community Services District

June 30, 2018

The Statement of Activities presents general revenues, program revenues and expenses in detail. All of these are
elements in the Change in Net Position of Governmental Activities summasgized below,

Table 2 - Summaty of Change in Net Position
For the Year Ended June 30, 2018

Governmental Activities
2018 2017
Percentage Percentage of
Amount of Total Amount Total
Expenses

Generzl Fund $ 749,434 61.25% $ 678,742 52.5%
Measure A 2,130 0.15% 11,980 1.0%
Measure D 366,654 30.00°%0 486,163 37.5%
Meazsure E and F expenditures — 105047 ___ 8.60% 120922 _ _90%
Total expenses 1.223 265 100%s 1,297.807 100%,
General Fund 0,750 84% 6,450 100°%,
Measure D 1,250 16% - 0%
Total program revenues 8.000 100% 6,450 100%

General Revenues
General Fund 536,889 30% 514,869 29%
Measure A 57,461 3% 81,480 5%%
Measure D 492,074 28% 476,631 27%
Measure E and F 683,351 3%% 686,218 39%
Total general revenues 1,769,775 100% 1,759,198 100% ¢

Change in Net Position 334,510 § 467841

As Table 2 above shows, total General Fund expense was §749,434 in fiscal year 2018, which increased by
$70,692 compared to $678,742 in fiscal year 2017. The increase in the General Fund expense was due mainly to
the increase in parks and open space, maintenance, payroll and other expenses.

Total Measure A expense was $2,130 in fiscal year 2018, which decreased by §9,850 compared to §11,980 in fiscal
year 2017. Measure A expense decreased because most of the expenditures for parks and open space in 2018 were
capitalized as capital assets in 2018.

Total Measure D expense was $366,654 in fiscal year 2018, which decreased by $119,509 compared to $486,163 in
fiscal year 2017. The increase in the Measure D expense was due mainly to the decrease in maintenance and
dredging water circulation but also because most of expenditures for the Culvert gate were capitalized as capital
assets in 2018,

Total Measure E and F project expense was $105,047 in fiscal year 2018, which decreased by §$15,875 compared
to $120,922 in fiscal year 2017. The decrease in the Measure E and F project expense was due mainly to the

decrease in levee repair and maintenance and other project expenses.

Also as Table 2 above shows, program revenue was $8,000 (0.45%) in fiscal year 2018 compared to $6,450
{0.37%) in Ascal year 2017.

5.



Bel Marin Keys Community Services District

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2018

In fiscal year 2018, §536,889 of the District’s General Fund revenue came from property tax revenue, interest
income and other income which increased by $20,020 compared to $514,869 in fiscal year 2017.

Measure A’s general revenues come from sales tax revenue of $57,461 in fiscal year 2018, which decreased by
$24,019 compared to $81,480 in fiscal year 2017. Measure A’ general revenues are restricted for Measure A's
parks and open space expenditures.

Measure D’s general revenues consist of parcel taxes, interest income, investment income and other income of
$492,074 in fiscal year 2018, which increased by $15,443 compared to $476,631 in fiscal year 2017. Measure D's
general revenues are restricted for Measure D expenditures

Measure E and F's general revenues consist of special tax revenue and interest income of $683,351 in fiscal year

2018, which decreased by $2,867 compared to $686,218 in fiscal year 2017 and are restricted for debt service and
project expendirtures.

Analysis of the Governmental Funds

Table 3
Statement of Revegues, Expenditurgs, and € hanges in Fund Balance
2018 2017

Revenues
General Fund $ 543,639 $ 521,319
Measure A 57,461 81,480
Measure D 493,324 476,631
Measure E and F (683,351 0686218

Total revenues 1,777,775 1,765,648
Expenditutes
General Fund 639,948 420,930
Measure A 03,519 11,980
Measute D 650,093 5}1.309

Total expenditures 1.383.560 944219

Debt service and project costs (7166.370) (731,923)
Excess of revenues over expenditures 8 (372,155 5 89,506

General Fund revenues totaled $543,639 in 2018, increased by $22,320 in comparison with $521,319 in the pdor
year due primarily to the inctease in property tax income and parcel tax income.

Measure A revenues were $57,461 in 2018, a decrease of $24,019 in companson with $81,480 in the prior year due
mainly to the increase in Measure A revenue from sales tax.

Measure D revenues were $493,324 1n 2018, an increase of $16,693 in companson with $476,631 in the prior year
due mainly to the increase in parcel tax income and investment income.



Bel Marin Keys Community Services District

June 30, 2018

Measure E and F revenues were $683,351 in 2018, a decrease of $2,867 in comparison of $686,218 received in
2017. Measure E and F revenues were special tax income reccived to pay for measure E and F bonds and
projects costs.

General Fund expenditures were $639,948 in 2018, an increase of $219,018 in comparison with §420,930 in the
prior year due mainly to the increase in parks and open space, maintenance and capital outlay.

Measure A expenditures were $93,519 in 2018, an increase of $81,539 in comparison with $11,980 in the prior
year due mainly to the increase in Measure A park expenses and a significant increase in capital outlay for the
District’s new tennis coust and playground.

Measure D expenditures were $650,093 in 2018, an increase of $138,784 in comparison with $511,309 in the prior
year due mainly to the increase in water circulation, waterway maintenance and utilities costs, dredging and capital
outlay.

Debt service and project E and F expenditures were $766,370 in 2018, an increase of $34,447 in comparison of
$731,923 paid in 2017. The increase in debt service expenditures in 2018 was due to the District’s payment of
Measute E and F commercial term loans with Bank of Masin, plus the increase in capital outlay and other project
costs in 2018.

Other financing source was §0 in 2018 and 2017. The only amount of other financing source in 2018 and 2017
was the PG&E loan payment and transfer of $3,635 from the General Fund to the PG&E debt service fund.

Budgetary Highlights

Compatisons of Budget and Actual financial information are presented for the General Fund (including Measure
A) and Measure D in these financial statenents. In the General Fund (including Measure A), actual revenue was
$190,980 higher than the budgeted amount. Total expenditures were $337,673 higher than budgeted amounts.
This was primarily due to $279,297 of capital outlay expenditures that were not budgeted, higher maintenance
expenditures and other expenses incurred for tree and parck and open space maintenance during fiscal year 2017-
2018,

In Measure D, actual revenue was $24,353 higher than the budgeted amount due to more parcel taxes and
investment income received in fiscal year 2017-2018. Total Mcasure D expenditures were $387,479 higher than
budgeted amounts. This was primarily due to an increase of expenditures for dredging, waterway management,
and due to higher maintenance expenditures and capital outlay expenditures that were not budgeted.

Capital Assets and Debt Administration

The Districts capital assets, net of accumulated depreciation increased this year by §369,623 to $4,019,709
compared to $3,650,086 in 2018. Most of the District's capital assets are projects completed and transferred from
Measure D, E and F. The decrease is the net effect of capital asset additions of $667,017 net with depreciation
expense of $297,394. While capital assets additions are the capital outlay expenditures in the Fund financial
statements, they are recorded as an increase in the District’s capital assets in the Government-wide financial
statements. On the contrary, depreciation expenses are non-cash expenditures in the Government-wide financial
statements that reduce the District’s capital assets; they are not recorded as expenditures in the Fund financial
statements. The composition of the District’s capital assets is described in detail in Note 4 to the financial
statements.



Bel Marin Keys Community Services District

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2018

The District’s long-term obligations consist of a lease-finance agreement between the District and PG&E and two
commercial term loans with Bank of Marin in the District’s name to finance Measure E and Measure F Special tax
bonds for the District’s marine facilities No. 2014-1 and 2014-2. The PG&E loan balance was $19,084 in 2018
and $22,719 in 2017. The commercial term loans with Bank of Marin balance was $2,698,165 in 2018 and
$3,232,485 in 2017.

The District’s long-term debts decreased this year by $557,042 due to a $3,635 payment on the PG&E loan and a
$553,407 payment on the commercial term loans with Bank of Marin.

The District made all scheduled repayments of existing debt. ‘The District’s debt issues are discussed in detail in
Note 6 to the financial statements

The Bel Marin Keys Community Services District subscribes to the California Uniform Public Construction Cose
Accounting Act whereas, The Uniform Public Construction Cost Accounting Act (Act), enacted in 1983 under
Public Contract Code section 22000 et seq., allows local agencies to perform public project work of up to $60,000
with their own workforces if the agencies elect to follow the cost accounting procedures set forth in the Cost
Accounting Policies and Procedures Manual by the California Uniform Constructon Cost Accounting
Commussion. Public projects of sixty thousand dollars ($60,000) or less may be petformed by the employecs of a
public agency by force account, by negotiated contract, or by purchase order and public projects of two hundred

thousand dollars (§200,000) or less may be let to contract by informal procedures as set forth in this article.

The economic condition of the District as it appears on the balance sheet reflects financial stability. District
management remains committed to sound fiscal management practices in its delivery of excellent service to the

residents of the District.

This Annual Financial Report is intended to provide District residents, granting agencies and the general public
with a general overview of the District’s finances. Questions about this report should be directed to Bel Marin
Keys Community Services District, at 4 Montego Key, Novato, CA 94949.



Bel Marin Keys Community Services District

STATEMENT OF NET POSITION

June 30, 2018

ASSETS
Cash and cash equivalents
Restricted cash
Investments
Accounts receivable
Prepaid expense

Total current assets

Capiral assets:
Non-depreciable

Depreciable, net of accumnulated depreciaton

Total non-current assets

Total assets

LIABILITIES
Accounts payable
Compensated absences
Deposits and other liabilites
Non-current liabilities:
Due within one year
PG&E loan
Measure E and F loans
Due in mote than one year
PG&E loan
Measure E and F loans

Total habilities

NET POSITION

Net Investment in capital aszets

Restricted for:

Debt service

Measures and project costs
Unresiricted

Total net position

Governmental
Activities

$ 493,798
962,007

675,572

76,418

18,394

2,226,189

910,434
3,109,275

4,019,709

6,245,898

125,342
3,954
39,523

3,635
568,144

15,449
2,110,934

2,866,981

_—

1,321,547
884,179

755,062
418,129

X XY

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



Eunctions/Programs
Governmental Activities:
General Fund

Service and supplies-Operating
Service and supplies-Measure A
Service and supplies-Measure D
Service and supplies-Project 1 and 11
Committee expenses
Community center
Depreciation expense

Total governmental activities

Bel Marin Keys Community Services District

STATEMENT QF ACTIVITIES
For the Year Ended June 30, 2018

Net (Expense)
Revenues and

Changes in
Program Revenues Net Posinon

Charges Operating Capital

for Grnts & & Governmental

Expenses Services Contributons Contnibutons Activittes
$ 423,103 § - $ - $ - §  (423,103)
2,130 - - (2,130
366,654 1,250 - (365,404)
105,047 e s (105,047)
4714 - - (4.714)
24,223 6,750 - (17,473)
297,394 . = {297,394)
$ 1223265 § 8,000 $ - 3 $ (1,215,265

General revenues:

Taxes
Property taxes $ 1,165,199
Parcel taxes 481,488
Measure A revenue (Sales taxes) 57,461
ERAF income 51,361
HOPTR tax income 2,292
Investment income 4,572
Other revenue 740207
Total general revenues 1,769,775
Change in net position 554,510
Net position, beginning of period 2,775,855
Prior penod adjustments 48,552
Net position, as restated 2,824 407

Net position, end of pertod $ 3,378,917

The accompanying notes are an integral part of these financial statements.
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ﬁnn

"SIUIWIEIS TerduELy 531 jo 13ed [esBaiur ue are sajou Jurduedwosae ay |

681'0zz'z  § Lif'es9? & 8111 [3 $ 91T $ cereel $ cr¥’sss ¢ seduelEq puny pue sonmqen felo],
0LE LS0'T LLE'CSY 81411 - SSPIYY Lo9'zIl €1z LEr $32UE[Eq puny [EI0]
6ZIBiY E G E 5 e 6Z1'81t paudisseun
Z90'65L = - - SSr'ZrD L09'711 S s193lo1d pue somseow 10§ psufssy
6L1'+88 LLE'ESY 8IL11Z - e g 8061 33[AT3s 1GIP 10 poudissy
SHONVIVE aNDA
618'821 T - e 19462 878’0z 0£T'811L sI0Mqer [e10],
£25'6€ - e ] = €26'6¢ SINMqeET 13410 pue susodagy
ve6's y - . - g ¥S6'C s23udsqe paresuddwon)
weszr ¢ - st - ¢ $ 1962 $ sz8'0C $ €Si've L Jqeded siumody
SALTEYT]
6819777 & L1£'¢59 $ gLz t - $ 91279 $ Ser'egl ST $ S13SSE [E10],
F6E'81 - - S e - t6e'81L asuadxa predazg
- - e = - - S spury Fayio (01) woy mg
81t'oL 08%"1 . ZEr's 665'gz 1S2'St 3|qEARIIT SIUNOIIY
TLS'SL9 000°05T S - TiS'STh - - SITAUNSIAU]
L00°296 LLg'sor BET01T : ZIS'ShE 088°+01 - yse3 paromsay
geL'e6br  § - T t = s - L S $ gs6L'ser 3 siuaeamba yses pue yseo)
Spuny Erigzveo] (1-viozueo) weoTmRoq | Q 9msEIp v amseapy dunesad A k2 (544
[EuauIRa0s) | pung 1afor] | pung 1aslorg
retog,
IVTAIIG 1G] pun,} persadg pun,j ferouany
810Z ‘¢ dun{
spun o ?ucuEEo.aOO
ITIAS IONVIvVE

PWsI(Y s337A1g Sunwiwor) sfay unew pg



Bel Marin Keys Communuty Services District
Reconciliation of the

COVERNMENTAL FUND - BALANCE SHEET

with the Governmental Activities

STATEMENT OF NET POSITION

For the Fiscal Year Ended June 30, 2018

TOTAL FUND BALANCES - TOTAL GOVERNMENTAL FUND 5 2,057,370

Amounts reported for Governmental Activities in the Statement of Net
Assets are different from those reported in the Governmental Fund above
because of the following:

CAPITAL ASSETS

Capital assets used in Governmental Activities are not current assets ot
financial resources and therefore are not reported in the Governmental Fund,

4,019,709

LONG-TERM LIABILTIES
The liabilities below are not due and payable in the current pedod and
therefore are not reported in the Fund Financial Statements.

Long-termn debrt {2,698,162)

NET POSITION OF GOVERNMENTAL ACTIVITIES 3 3,378,917

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

.12



Revenues:
Takes
Investrnent income
6thcr revenue
Total revenues

Expendinures:
Current
Cormmunity center
Committee cxpenses
Parks and open space
[nsurance
Mauntenance
Payroll
Professional fees
Uulities
Professional dues
Office expense
Orher expense
Capnal outlay
Meazuee D
Dredging
Warer circulatnn
Lncks
Wateoway management
Project ) and 11
Capital outhy
Other project costs
Debt senace:
Loan principal repayment

[.oan interest expense

Total expenclitures

Bel Marin Keys Community Services Distact

STATEMENT OF REVENUES,

J

Governmental Funds

FUN

For the Year Ended June 30, 2018

Excess {deficiency) of revenues over {undes)

expendiures

Other financing soucces (uses):
Transferred in
Trensferred out

T'ntal other financing sources {uscs)

Net change 1n fund balances

Fund balances at beginning of period

Praor penod adjustments
Fund balances, as restated

Fund balances at ead of penod

General Fund Specral Fund Debt Service
Tota)
Peopect Fund | Project Fund [T Governenenaal
Openaung Measure A Measure D PG&L Jom  (loan 20140)  (Lozn 20142 Funds
b 535714 § 37461 § 481,488 § - S 227643 § 455495 § 1,757,851
220 - 4,139 - 69 144 4,572
7,705 - 7697 - - 15,402
543,639 57,461 493324 227,712 455 639 5,777,775
24,123 24,223
4,714 4,714
76,579 2,15 78,79
16,007 - 16,007
94,138 175,052 269,190
13).881 s 133,881
32,826 15,172 47,998
22,379 T.595 34974
4,094 4,094
13,275 13,275
24924 - 19,874 44,708
187,908 91,389 283,430 562,736
24983 - 24,983
52,013 32613
30,628 3,628
s 40,737 40,737
- 104,281 104,284
- 10,367 11,961 22,328
- 3.635 176,298 EYRNTY 557042
- - - 26,352 50,367 82,719
639,948 23,519 650,093 3,635 213017 549,718 2,149 930
(96,300) (36,058 (156,769) (3,635) 14,695 {94,079) (372,155
5 - 3,635 3635
(3,635) - - {3,635)
{3,635) - - 3,635 -
(99,944 (36,058) (156,769) . 14,695 (94,079) (372,155)
337,157 148,665 730,672 197,023 747,456 2,380,973
- - 48,552 - . - 48 552
537,157 148,665 799,224 - 197,023 747,456 2,429,525
3 437,213 & 112,607 § 642,455 § H 211,718 § 653,377 § 2057370

The accompanying notes ate an integral part of these financial statements.
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Bel Mann Keys Community Services Disteict
Reconciliation of the

NET CHANGE IN STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS

with the

STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 38, 2018

The schedule below reconciles the Net Changes in Fund Balances reported on the
Governmental Fund Statement of Revenues, Expenditures and Changes in Fund
Balance, which measures only changes in current assets and current liabilities on
the modified accrual basis, with the Change in Net Posinon of Governmental
Activities reported in the Statement of Activines, which 1s prepared on the full
accrual basis.

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUND 5 (372,155)

Amounts reported for governmental actvities 1n the Staternent of Acuvites are
different because of the following:

CAPITAL ASSETS TRANSACTIONS

Governmental funds report capital outlays as expenditures. However, 1n
the Statement of Acdvities the cost of those assets Is capitahzed and allocated
over cheir esumated uscful bves and reported as depreciation expense.

The capatal outlay expenditures are therefore added back to fund balance. 667,017
Depreciation expense is deducted from the investment in capital assets (297,394)

The amounts below included in the Statement of Actvities do not provide

{or require) the use of current financial resources and therefore are not
reported as revenue or expenditures in the governmental funds (net change):

PG&E loan prncipal repayment 3,635
Measure E & F loan principal repayment 553,407
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 554,510

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

NOTE 2.

Bel Marin Keys Community Services District

June 30, 2018

DERCRIPTION OF BEL MARIN KEYS COMMUNITY SERVICES DISTRICT

Bel Marin Keys Community Services District (the District) is a separate governmental unit established
in 1961 under California Government Code 61600 and covers 3,200 acres of Bel Marin Keys, an
unincorporated residential community in northemn Matin County, adjacent to the City of Novato. The
District maintains the parks and public areas, contracts for strect lighting and controls and maintains
the lagoons, levee and navigational locks. The Distdct maintains a full-time manager, and is governed
by a five-person Board of Directors, elected by the citizens of the District.

The District’s basic financial statements are prepared in conformity with U.S. generally accepted
accountng principles (GAAP). GAAP statements require the application of all relevant Governmental
Accounting Standards Board (GASB) pronouncements. GASB is the acknowledged standard setting

body for establishing accounting and financial reporting standards followed by governmental entities in
the U.S.A. The financial statements have incorporated all applicable GASB pronouncements.

A. Repoming Endty

The District is governed by an elected Board of Directors that exercises the powers allowed by state
statutes. For financial reporting purposes, the District has included only the District’s funds in its basic
financial statements. The District has no component units for which the District is financially
accountable. The District has no oversight responsibility for any other governmental cntity since no
other cntities are considered to be controlled by, or dependent on, the District.

B. Basis Financial Statements
Basic financial statements are presented at both the govemnment-wide and fund financial level,

The District’s financial statements reflect only its own activities; it has no component units (other
government units overseen by the District). The Statement of Net Position and Staternent of Actvities
display information about the reporting goevernment as a whole. They include alt funds of the reporting
endty. The governmental activiies of the Distrct are prmarily financed through taxes,
mntergovernmental revenues, and other non-exchange revenues.

The Statement of Activities presents a comparison between direct expenses and program revenues for
each segment of the District’s governmental activites. Direct expenses are those that are specifically
associated with a program or function and, therefore, ate clearly idendfiable to a particular function.
Program revenues include grants and contributions that are restricted to meeting the operational needs
of a particular program. Revenues that are not classified as program revenues, including all tax revenue,
are presented as general revenues.

Fund financial statements of the reporting entity are organized into funds, each of which is considered
to be a separate accounting entity. The District has the General Fund, which accounts for the District
activities; Measure D Special Revenue Fund which accounts for the waterway’s activities; and Debt
Service Funds for Measure E and F which account for the marine facilities of the Community Facilities
District No. 2014-1 and 2014-2.
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NOTE 2-

Bel Marin Keys Community Secvices District

June 30, 2018

SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES (continued)
C. Basis of Accounting

The government-wide financial statements are reported using the eonomic resoures measurement focus and
the full acowal basis of accounting, Revenues are recorded when earned and expenses are recotded at the
time lisbilities ate /maurred, regardless of when the related cash flows take place.

Govemnmental funds are reported using the arrent finaniial resources measurement focus and the modified
acrual 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, Expenditures are recorded when the related
fund liabdity is incurred, except for principal and interest on general long-term debt, chims and
judgments, and compensated absences, which are recognized as expenditures to the extent they have
matured. General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds
of general long-term debt and acquisitions under capital leases are reported as other financing sonrces.

Those revenues susceptible to accrual are property tax, certan charges for services and interest
revenue. The District may fund programs with a combination of cost-reimbursement grants, categorical
block grants, and general revenues. Thus, both restricted and unrestricted net position may be available
to finance program expenditures. The District’s policy is to first apply restricted grant resources to such
programs, followed by general revenues if necessary.

D. Budgets

The District’s budget, as included in these financial statemnents, represents the budget approved by the
Board of Directors. The adopted budget is made for the organization as 2 whole. The District uses the
same basis of accounting for budget and financial statement purposes. All appropriations lapse at year-
end. General Fund expenditures exceeded approptiations by $337,673. Measure A’s actual revenue and
expenditures were included in the General Fund. The District did not adopt a separate budget for
Measure A.

Measute D expenditures exceeded appropriations for the Measure D fund by $387,479, both of which
were mainly due to under budget of capital outlay expenditures and unexpected maintenance projects.

E. Restrcred Assets

Cash and investments that may only be used for construction of capital assets, special projects or debt
service principal and interest payments in accordance with applicable laws and regulations have been
reported as restricted cash and investments on the government wide Statement of Net Positon.

F. Capital Assets

Expenditures from governmental funds for the acquisition or replacement of equipment are charged to
current operations in the period acquired. On an entity-wide basis, capital assets are capitalized and
depreciated over their useful lives. The useful life of District capital assets ranges from 3 to 40 years.
Depreciation is calculated on a straight-line basts. District policy has set the capitalization threshold for
reporting capital assets at $5,000.



NOTE 2 -

Bel] Marin Keys Community Services District

June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {concluded)
I. Fund Balance (concluded)

Committed fund balance includes amounts where use is constrained by specific limitations that the
government imposes upon itself, as determined by a formal action of the highest level of decision-
making authority. The Board of Directors serves as the District’s highest level of decision-making
authority and has the authority to establish, modify or rescind a fund balance commitment via minutes
action,

Assigned fund balagce includes amounts intended to be used by the District for specific purposes,
subject to change, as established eithet directly by the Board of Directors or by management officials to

whom assignment authority has been delegated by the Board of Directors.

is the residual classification that includes spendable amounts in the General
Fund that are available for any purpose.

When expenditures are incurred for purposes for which both restricted and unrestricted (committed,
assigned or unassigned) fund balances are available, the District specifies that restricted revenues will be
applied first. When expenditures arc incurred for purposes for which committed, assigned or
unassigned fund balances are available, the District’s policy is to apply committed fund balance first,
then assigned fund balance, and finally unassigned fund balance.

The Board of Directors establishes (2nd modifies oe rescinds) fund balance commitments by passage of
an ordinance or tesolution. This is typically done through adoption and amendment of the budger. A
fund balance comemitment is further indicated in the budget document as a designation or commitment
of the fund {such as for special incentives). Assigned fund balance is established by the Board of
Directors through adoption or amendment of the budget 2s intended for a specific purpose (such as
the purchase of fixed assets, construction, debr service, or for other purposes).

J. Property Taxes

The County of Marin levies taxes and places liens on real property as of January 1 on behalf of the
District. Secured property taxes are due the following November 1 and March 1 and become
delinquent Apnl 10 and December 10, for the first and second installments, respectively. Unsecured
property taxes are levied throughout the year,

K. Jales Taxgs

The District received an allocation of sales tax forma the County of Marin to be used for pet stations,
patks and open space improvements, playgrounds and picnic areas improvements. The District
maintains Measure A funds in 2 separate bank account and restricted Measure funds are to be used for
the above specific projects only.

L. Use of Estimares

In preparing the financial statements, management is required to make estimates and assumptions that
will affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabiliies at the date of the financial statements, and the reported amounts of revenues and expenses
during the reporting penod. Actual amounts could differ from those estimates.
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NOTE 3.

Bel Marin Keys Community Services District

June 30, 2018

CASH AND INVESTMENTS

The District has 2 written investment policy, approved by the Board of Directors. The District also has
an investment committee, which performs regulatory oversight for its investments as required by
California Government Code Section 27134,

The District’s investment policy authorizes the District Manager to invest in:

Obligations of the U.S. Treasury, its agencies and instcomentalities;

Certificates of deposit;

Commercial paper rated in the highest short-term rating category by any Rating Agency,
bankers’ acceptances, obligations issued by any corporation organized and operating within
the United States of America having assets in excess of $500,000,000 and rated A or better
by any Rating Agency;

Money market funds;

Investment Agreements.

The investment policy of the District contains no limitations on the amount that can be invested in any
one issuer beyond the amount stipulated by the California Government code. District investrents that
are greater than 5 percent of total investments are in either an external investment pool or mutual
funds and are therefore exempr.

Cash and investments as of June 30 consist of the following:

Governmenta} Funds:
2018 2017
Cash on deposit:
Cash ~ General Fund s 493798 § 632,872
Tatal governmental fund cash and cash equivalent 493,798 632872
Restricted cash:
Cash restricted for Measure A and capital
improvement projects 104,880 121,338
Cash restricted for Measure D 243,512 379,686
Cash restricted for Measure E and F 613,615 678,093
Total governmental fund restricted cash 962,007 1.179,117
Investments:
Investments restricted for Measure D 425,572 448,430
Investments restricted for Measure E and F projects 250.000 250,000
Toral governmental fund restricted investments 675572 (98,430

Total governmental fund cash and investments f 130377 0§ 2510419
- lial Credit Ris}

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recaver collateral
securities that are in the possession of an outside party. The custodial credit risk for deposits and
investments is the risk that, in the event of the failure of the counterparty {e.g., broker-dealer) to a
transaction, a government will not be able to recover the value of its investment or collateral securities
that are in the possession of another party.
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NOTE 3-

Bel Marin Keys Community Services District

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2018

CASH AND INVESTMENTS (continued)

California Law requires banks and savings and loan associations to pledge govemment securities with a
market value of 110% of the District’s cash on deposit or first trust deed mortgage notes with a value
of 150% of the deposit as collatera] for these deposits. Under California Law, this collateral is held in
the District’s name and places the District ahead of general creditors of the institution.

— Al
Custadial credit risk for investments is the risk that in the event of the failure of a counterparty (cg.,
broker-dealer) to a transaction, a government will not be able to recover the value of its investment or
collateral securities that are in the possession of anothet party. The District’s investment policy does
not contain legal or policy requirements that would lirut the exposure to custodial risk for investments.
With respect to investments, custodial credit risk generally applies only to direcr investments in
marketable securities.

Interest rate risk 1s the risk that changes in market interest rates will adversely affect the fair value of 2n
investment. Generally, the longer the maturity of an investment, the greater the sensinivity of its fair
value to changes in market interest rates. One of the ways that the District manages its exposure to
interest rate risk is by purchasing a combination of shorter-term and longer-term investments and by
timing cash flows from maturities so that a portion of the portfolio is maturing or coming close to
maturity evenly over time as necessary to provide the cash flow and liquidity needed for operations.

Information about the sensitivity of the fair values of the District’s investments to market interest rate
fluctuations is provided by the following table that shows the distribution of the District’s investments
by maturity at June 30, 2018 and 2017:

2018
Remaining Maturity (in Months)
Carrying 12 Months  13-24 25-60 More than
Investment Type Amount or Less Months Months 60 Months
Held by a bank:
Money market accounts $ 221877 8§ 221,877 $ - % - § -
State & municipal bonds 330,145 144,276 110,719 75,150 -
Non-government obligations  ____ 123,550 46,154 __ 26318 21078 -
Total $__075572 § 412307 § 137037 § 126228 § -
2017
Remaining Matunty (in Months)
Carrying 12 Months 13-24 25-60 More than
Investment Type Amount or Less Months Months 60 Months
Held by a bank:
Money market accounts $ 85958 § 850958 §% -3 - 8 -
State & municipal bonds 474,327 98,009 150,165 226,153 -
Non-government obligations 138,145 78,737 59,408 - -
Total 1628430 § 262704 5200573 § 226153 §_..



NOTE 3-

NOTE 4 -

Bel Marin Keys Community Services District

NOTES TQ BASIC FINANCIAL STATEMENTS

June 30, 2018

CASH AND INVESTMENTS (conciuded)

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. That is measured by the assignment of rating by a nationally recognized
rating organization. Presented below is the minimum rating required by the California Government
Code, and the actusl rating as of fiscal year-end for each investment type at June 30, 2018 and 2017:

Fiscal year 2017-2018 Minimum  Exempt Rating as of Fiscal Year End
Carrying Legal From
Investment Type Amount Rating  Disclosure  AAA Other  Not Rated
Held by a bank:
Money market $ 221877 N/A g -3 -3 - § 221877
State & municipal bonds 330,145 N/A > - 330,145 .
Non-govemsment
obligations —_ 123550 N/A = - 123550 =
Toual §_675.572 g . & . §453.695 § 221877
Fiscal year 2016-2017 Minimum  Exempt Rating as of Fiscal Year End
Carrying Legal From
Investment Type Amount Rating  Disclosure  AAA Other  Not Rated
Held by a bank:
Money market $ 85958 N/A g . - § - § 85958
State & municipal bonds 474,327 N/A : - 474327 -
Non-govermnment
obligations 138.145 N/A - s 138,145 -
et BN i - & . S.02472 § 85058
CAPITAL ASSETS
A summary of changes in capital assets for the peniod ended June 30, 2018 is as follows:
Balance Balance
6/30/17 Additions Transfers 6/30/18
Capital assets not being depreciated:
Land § 880256 § - 8 - § 880,256
Construction in progress — B4453{ ___ 30178 __ (84431 ___ 30178
Total non-depreciable assets 964,687 30,178 {84431) 910,434
Capital assets being depreciated:
Buildings and improvements 5,944,216 636,839 84,431 6,665,486
Equipment 2,103,610 - - 2,103,610
Furniture — 23,067 S = 23067
Total depreciable assets 8,070,893 636839 84431 _ 8792163
Capital asset totals _ 9,035,580 667,017 - 9702597
Accumulated depreciation (5385494 §_(297394) § . - _ (5682888
Capital assets,
net of accumulated depreciation 53650080 § 4019709
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NOTE 4-

NOTE 5-

NOTE 6 -

Bel Marin Keys Community Services District

June 30, 2018

CAPITAL ASSETS (concluded)

Depreciation expense for the year was $297,394.

COMPENSATED ABSENCES

Employee vacaton benefits eamned, but not used, are recognized as liabilities of the District. Total
compensated absences payable currently reported as accounts payable was $3,954 and $3,060 as of June
30, 2018 and 2017, respectively.

LONG TERM DEBT
In 2013 the District financed a LED Streetlight retrofit in the amount of $36,351 with PG&E. The
District is commitred 10 make monthly principal and interest payments of $303 through Janvary 2023,

pursuant to an agreement with PG&E.

As of June 30, 2018, the District is obligated for the following payments:

Year Ending June 30 Principal Interest Total

2019 s 3,635 § - 3 3,635
2020 3,635 - 3,635
2021 3,635 - 3,635
2022 3,635 - 3,635
2023 3,635 - 3,635
Thercafter 909 - 909

Total $ 19084 § - 8 19.084

On September 1, 2014, the District refinanced Measure E and Measure ¥ existing Special tax bonds
related to CFD No 2001-1 (Marine Facilities Improvements) and CFD No. 2001-2 (Dredging and
Marine Improvements) with two commercial term loans from Bank of Marin; Ioan 2014-1 in the
amount of §1,449,490 and loan 2014-2 in the amount of §3,100,510. The loan terms are 8-year fixed
and maturity is on September 1, 2022. The interest rate on these loans is at the tax-cxempt rate of
2.64% (tax cquivalent of 4%0) and interest is accrued daily on the simple interest basis of a 365/360 day
year.

Principal and interest payments will be payable in semi-annual installments in the approximate amount
of $101,325 on loan 2014-1 and $216,738 on loan 2014-2 based on an 8-year amortization at 2.64%
with all accrued interest and unpaid principal payable at maturity.

These loans are collateral with first pledge of revenue related to CFD No. 2001-1 (Marine Facilities
Improvements) and CFD No. 2001-2 (Dredging and Marine Improvements) and first pledge of
Reserve Fund related to CFD No. 2001-1 (Marine Facilities Improvements) and CFD No. 2001-2
(Dredging and Marine Improvements). Loan activities will continue to be reported to the State annually
via NBS Government Finance Group, Inc.



NOTE 6 -

NOTE 7 -

NOTE 8 -

NOTE 9 -

Bel Marin Keys Community Services District

June 30, 2018
LONG-TERM DEBT {concluded)
As of June 30, 2018, the District is obligated for the following payments:
Loan 2014-1
Xear Ending June 30 Principal Interest
Current portion $ 180,993 8§ 21,657
2020 185,827 16,823
201 190,877 11,773
2022 196,020 6,630
2023 99,756 1,570
Total $ 853473 §_ 58,453
Loan 2014-2
Yecar Ending Jung 30 Principal Interest
Current portion 3 387,151 ¢ 46,325
2020 397,491 35,985
2021 408,292 25,184
2022 419,293 14,183
2023 213,378 3360
Total § 1825605 & 125.037

Interest expense paid for Joan 2014-1 and 2014-2 for the years ended June 30, 2018 and 2017 was
$26,352 and §56,367, respectively.

RISK MANAGEMENT

The District is exposed to various risks of loss related to torts: theft of, damage to, and destruction of
assets; injuries to employees; ercors and omissions; and natural disasters for which the District cacries
commercial insurance.

RENSION PLAN

The District has a pension plan in the form of a SIMPLE IRA. The District makes a contribution for
qualified employees to the plan. Employees who are over 21 vears of age are eligible. The total
contributions paid by the District for the year were $2,712.

PRIOR PERIOD ADJUSTMENTS

The District’s Measure D fund balance at July 1, 2017 was adjusted to write off accounts payable that
was recorded in prior years in error. The net effect was an increase of Measure D’s fund balance by
$48,552,
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Bel Manin Keys Community Services District

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

Required Supplementary Informaton
Budget and Actual - General Fund (Unaudited)
For the Year Ended June 30, 2018

Vanance
Onginal and With
Final Budget Actual Final Budget
Revenues:
Current:
Taxes -3 405,000 S 593,175 % 188,175
Interest income 120 220 160
Other revenue 5,000 7,705 2,705
Total revenues 410,120 601,100 190,980
Expenditures:
Community center 20,800 24,223 (3.423)
Committee expenses 9,240 4714 4,526
Packs and open space 13,800 78,709 (64,909)
Insurance 13,434 16,007 (2,573)
Maintenance 102,500 94,138 8,362
Payroll 130,006 133,881 (3.875)
Professional fees 39,200 32,826 6,374
Utiliies 28,156 27,379 777
Professional dues 4,012 4,094 (82)
Office expense 7,800 13,275 {5.475)
Other expense 26,846 24,924 1,922
Capital outlay 279,207 (279.297)
Toral expenditures 395,794 733,467 {337,673)
Excess of revenues over expendtiures $ 14,326 (132,367) % {146,693)

Other financing sources (uses)

Transferred in -

Transferred out {3,635)
Total other financing sources (uses) (3,635)
Fund balance at beginning of penod 685,822
Fund balance at end of period $ 549,820



Bel Marin Keys Community Services District

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

Required Supplementary Information
Budget and Actual - Special Revenue - Measure D (Unaudited)
For the Year Ended June 30, 2018

Variance
Original and With
Final Budget Actual Final Budget
Revenues:
Current:
Taxes § 47371 § 481,488 § 34,117
Interest income 21,600 4,139 (17.461)
Other revenue - 1,697 7,697
Total revenues 468,971 493,324 24,353
Expenditures:
Dredging 9,600 24,983 {15,383)
Water circulation 72,250 52,613 19,637
Locks 29,330 30,628 {1,298)
Waterway management 15,000 40,737 (25,737)
Maintenance 102,120 175,052 {72,932)
Professional fees 18,000 15,172 2,828
Uthaes 3,000 7,595 {4,595)
Other 13,314 19,874 {6,560)
Capital outlay - 283,439 (283,439)
Total expenditures 262,614 650,093 (387,479}
Excess of revenues over expenditures $ 206,357 (156,769) $ (363,126)
Fund balance at beginning of period 150,672
Prior period adjustments 48,552
Fund balances, as restated 799,224
Fund balance at end of period $ 642,455
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