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improved methods of transportation are developed, any use of the right—of-wayl which is in aid of
and within the right-of-way's general purposes may be perrmtted and does not: entxtle the owner

of the subservient estate to be compensated anew for every 1mprovement or compensated for

every change of the use of the land made imperative by adva_nces of technologylf and

|
|
Finally, the court agrees with plaintiff that the 1990 Mernorandum did rot change the

transportatlon 1mprovements

purpose of the grant easement at issue —a “right of way easement for road purposes” —as
originally established, amounting to a continuation of the language utilized in t;he 1968 Grant

Easement and the 1987 Clarification. Paragraph 1 of the 1990 Memorandum p:royides that as

except as “expressly clarified and expanded herein, all terms, conditions and .Jtigulatious of the
[1968 Grant Easement and 1987 Clarification] shall remain in full force and effect and are

hereby confirmed as such.” (Emphasis added.) This means that all interpreta:tive tools detailed

above apply equally well in explaining the language in the 1990 Memorandum; Notably, while

the 1990 Memorandum expressly provides that the use of the road easement sh'ould not

overburden” the servient tenement; and further, that any “material” “new or addltlonal burden”

upon the servxent tenement holder requires the latter’s perm1ssmn, these llmltatlons were already

|| contemplated (albeit impliedly) by the language of the 1968 Grant Easement and the 1987

Clarification, as interpreted under existing case law. Paragraph 5 of the 1990 Memorandum

seenis simply to expressly states what the law clearly implies. i
All of these principles help frame the inquiry and would likely require the court to grant
relief as requested by plamtxff but for one important and critical condition -- the old easement
road contemplated by both the 1968 Grant Easement and 1987 Clarification is the one that
should be lmproved That foundatlonal condition does not appear to be the case however, after
a review of the governing documents and in light of the ex1stmg conditions. No doubt plaintiff’s
predecessor was able to use the old easement road (following the 1968 Grant E'ase_ment and 1987

. ) % |
Clarification) as the road access for construction purposes, without conditions 1'mposed by the

County for construction, as reflected in the 2004 Document. But times have cl%anged since




19

20

21

22

23

24

25
26

27

28

2004.'® The County nowzindisputably requires substantial irhprovements to an access road —

| easement or otherwise — before it will issue building and grading permits for residential

construction. Thisis a 31gn1ﬁcant and critical difference between past and present construction -
efforts. And surely plamtlff must concede that the 1990 Memorandum language must itself be

read to incorporate, accommodate, and take into consideration conditions involving normal

future development (a principal plaintiff fully and ubiquitously advances), which by logic must

include new govermnentaﬂ regulatory changes or construction requirements. And while the 1990
Memorandum may be ambiguous as to the specific details, including the date a:nd timing of any
transition period between the disconﬁnuation of the old road easement and the creation of the
new road easement, one v_Lras obviously anticipated.' That is the only logical reading of the
language in the 1990 Merjnorandum, based on its totality, as it expressly rejects the old road
easement, substitutes it for the new road, and identifies a new location (Exhibit D), with specific

requirements and dimensions. Critically, this interpretation conditions any reading of the

language in Paragraph 8 of the 1990 Memorandum, relied upon by plaintiff, which as noted

provides that the new “roéld shall be constructed between crop seasons, and completed before the
March 30" of the year in which construction occui‘s, including the removal of gravel of the old
roadway between the building and the hillside.” Significantly, it provides “the old road may be
used until the new road is completed.” .

In line with this céncept of “normal future developmgnt,” predicated inipart on changing
goveﬁunental requirefnenis, the only reasonable resolution of the current dispute is this -- the
new road as contgmplated by the 1990 Memorandum, at this time, under existiﬁg conditions —
must be the starting point for any future development, not a continuation of the old easement
dating from 1968. Thirty-two (32) years have passed since the 1990 Mcnriorandux'n was
recorded, a significant period of time. If plaiﬁtiff is permitted to go forward wilth the
improvements of the old rfoad as he requests, the old easerneximt would no longer: be “old” -- it

becomes essentially the new easement road, semi-permanent and fully operational, with no

" The court again notes that plaintiff has rejected or withdrawn any reliance on the 2004 Document as the
basis for relief. Again, the court takes plainuff at his word and accepts th:s concession and/or withdrawal,

-16-
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existing casement documents and viewed through the prism of quiet title/declaratory relief.

mterpretatmn renders the 1990 Memorandum a nullity for alI intents and purposes something the

| requirements, as detailed end outlined in the 1990 Memorandum; that is the road that must

-comply with the County’e existing improvement requiremenfs, not the old easement road

| .

i
|

- |
future transition reallstlcally possible. The 1990 Memorandum s requirements become
ephemeral, with the old road improvements newly etched into the landscape glvmg contmued
hfe to a road that clearly was intended to have limited durahon And while there can be little
doubt that the improvements contemplated by plaintiff will be beneficial to all; that is not the
dispositive inquiry, (and spec:ﬁcally so since the Third Cause of Action for breach of contract
relating to the terms of the 2004 Agreeroent has been withdrawn by plaintiff). Such an endeavor
would _signiﬁcantly undermine and manifestly hinder any and all future road developments as
contemplated and authorized by the 1990 Memorandum. A continuation of the old at the
expense of the new cannot be sanctioned under any reasonable reading of the 1990
Memorandum, foliowing :tfle inexorable march of time and given the present requirementé
mandated by the County for road access-way improvements. As difficult as this may be, the

time has come to phase out the old easement road in lieu of the new road, giv’er'g the nature of the

* The court is not unsympathetic to plaintiff’s predicament. Following thie terms of the

1990 Memorandum will likely make it more difficult — and likely more costly -- for him to finish| -

construction of his residence. But the County’s new requirements for improvement must be

factored into the equation for future development of the Lakeview Estates. Any other

law simply does not sanetlon The causes of action now before the court, framed in terms of
quiet title and declaratory relief, require this court to mterpret the easement documents in their
totality and in a reasonable fashion. The terms of the 1990 Memorandum, under the existing
requiremente and:current situation, governs the outcome mo{ring forward. The time has come to
move forward with 1990 Memorandum as the future guide.

According]y, the court denies the relief requested by i)laintiff. For plaintiff to proceed, he

must comply with the reql;Jirements of a new road easement, and its attendant construction

contemplated by and in existence since 1968. The old road easement (as conterﬁplated by the
. C i

|7 H i
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| 1968 Grant Easement and the 1987 Clarification), while relevant from this time forward for

limited ingress and egress purpbses; must be phased out and not given continuing (and in fact
expanded) life. The court therefore denies plaintiff’s requesf for injunctive relief. If plaintiff

pays for the new road easement as contemplated and detailed in the 1990 Mem‘,orallndum, an

‘assessment district need not be established as a precursor or as condition for construction and

thus as basis to secure his permit, although to recoup any money (and require the other dominant |

| tenement holders to pay their pro rata share ultimately) that may be required. That issue is not

before the court, and the court makes no determination on th{a issue. :

IT IS SO.ORDERED.
07/06/2022

DATED:

'Timothy’St!’.ffel_ C\
Judge of the Superior Court i




RESOLUTION NO. 2014-12

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE SANTA RITA HILLS
COMMUNITY SERVICES DISTRICT BOARD OF DIRECTORS ADOPTING THE
2014-15 FISCAL YEAR BUDGET

WHEREAS, the Santa Rita Hills Community Services District (“District”) became
eflective May 5, 2009, pursuant to an clection and Resolution of the Board of Supervisors of the
County of Santa Barbara, and under the authority of the Cortese-Knox-Hertzberg Local
Reorganization Act of 2000 (Government Code § 56000 et seq.); and

WHEREAS, the District is required, pursuant to State codes to designate a custodian for
its money; and

WIHEREAS, such custodianship required that proper methods be used for the acquisition
and disbursement of District monies; and

WHEREAS, the District desires to make known its planned activities and associated costs
for the FY 2014-2015, and

WHEREAS, the District adopted a preliminary budget for FY 2014-15; and

WIEREAS, the District has published a Notice of Public Hearing in a publicly
distributed newspaper — The Lompoc Record, on July 1,2014.

NOW THEREFORE, BE IT RESOLVED THAT THE BOARD OF DIRECTORS
OF THE SANTA RITA HILLS COMMUNITY SERVICES DISTRICT, COUNTY OF
SANTA BARBARA, STATE OF CALIFORNIA, IIAVING DULY CONSIDERED THE
SAME, DO HEREBY DECLARE AND ADOPT THE FOLLOWING:

1. That the Recitals set forth above are true, correct, and valid.

2. That the final budget of said Community Services District for the FY 2014-15, a copy
of which is attached, and made a part hereof, is hereby adopted.

PASSED AND ADOPTED by the Board of Directors of the Santa Rita Hills Community
Services District this 15™ day of July, 2014 upon motion by Director (‘M 5 ,second by
Director § erksen  on the following roll call vote:

AVES:  TDWRECTRS | PerEesE) , AmRis, Reernan

NOES: NS

ABSENT: (N\WRAEND

ATTE%T: Vs APPROVED:

A } ;‘,,_L*N (f,/\?/ //T" .

i A/ j ‘\'“dm/{mw S, TLLTT R
Secretary/ Thomas Freeman, President

Board of i)i/l;éctors Board of Directors

v}
ot}
e
[¢]
}_\
o
+h
ot
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Santa Rita Hills Community Services District

Fiscal Year 2014-2015 Budget

. BUDGETED INCOME FORFY 20142015~ =

Revenue - 100
101
102

| BUDGETED EXPENSEFORFY 20142015 |

Professional Services - 100
101
102
103
104
105
106
107
108
Operational Expenses - 200
201
202
203
204
205
206
207
208
209

Resolution 2014-11 Original Budget
Resolution 2014-17 Budget adjustment

Original Board Current
Budget approved Budget
2014-2015 adjustments 2014-2015
Property Taxes 3 195,000 - $ 195,000
Other/Interest $ 80 - $ 80
Total Income: $ 195,080 - $ 195,080

Original Board Current
Budget approved Budget

2014-2015 adjustments 2014-2015
General Manager $ 45,000 - 3 45,000
District Engineer 3 20,000 - $ 20,000
Attorney $ 81,000 - $ 81,000
Secretary 3 8,160 - $ 8,160
District Accountant $ 15600 $ (2,000) $ 13,600
Auditor $ 3,500 - $ 3,500

Bond Counsel $ - - $ -

Financial Consultant $ - - 3 -

- $ -
LAFCO (Annual Estimate) $ 150 - $ 150
CSDA $ 850 - $ 850
Collection Fees on Assessments $ 50 - $ 50
Insurance - SDRMA $ 5,500 - 5 5,500
Legal Noticing $ 400 - $ 400
Postage & Office Supplies $ 500 - $ 500
Website - Design & Maint $ 500 - $ 500
Preliminary Engineering $ 20,000 § 2,000 $ 22,000
Election Expense $ 100 - $ 100
Total Expenses: $ 201,310 - $ 201,310
Net Deficit/Use of Fund Balance _§ (6,230) - $ (6,230)




Santa Rita Hills Community Services District
Fiscal Year 2013-14 Proposed Budget Amendments
at May 31, 2014

' BUDGETEDINCOME FORFY 2013-14

Proposed
Original Current Proposed Revised
Revenue - 100 Budget Budget Revision Budget
101 Property Taxes $ 195,000 $ 195,000 $ - $ 195,000
102 Other/interest 80 80 - 5 80
Total Income: b 195,080 195,080 $ - 195,080

| BUDGETED EXPENSE FORFY 2013-14

Propose
Original Current Proposed Revised
Professional Services - 100 Budget Budget Revision Budget

101 General Manager $ 30,000 § 60,000 $ - 3 60,000
102 District Engineer $ 25,000 % 25,000 $ 15,000 $ 40,000
103 Attorney $ 35,000 $ 35,000 § 105,000 § 140,000
104 Secretary $ 1,200 $ 1,200 $ - $ 1,200
105 Accounting $ 3,000 § 3,000 & - $ 3,000
106 Auditor $ 3500 § 3,500 § - $ 3,500

107 Bond Counsel $ 35,000 §$ 35,000 § (35,000) & -

108 Financial Consultant $ 35,000 % 35,000 § (35,000) $ -

Operational Expenses - 200

201 LAFCO (Annual Estimate) $ 600 § 600 § - $ 600
202 CSDA $ 800 § 800 § - $ 800
203 Collection Fees on Assessments $ 39 % 39 % - $ 39
204 Insurance - SDRMA 3 5000 § 5000 § - $ 5,000
205 Legal Noticing $ 400 % 400 % - $ 400
206 Postage & Office Supplies 3 500 § 500 $ - $ 500
207 Website - Design & Maint 3 1,000 $ 1,000 $ - $ 1,000
208 Preliminary Engineering 3 50,000 § 20,000 - 20,000
Total Expenses: 226,039 226,039 § 50,000 276,039
Net Deficit/Use of Fund Balance (30,959) § (30,959) (50,000) % (80,959)

Resolution 2014-07 Attachment



SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
Budget and Actual - Governmental Funds (GAAP Basis)
For the year ended June 30, 2013

Variance
Budgeted Amounts With Final
Budget
Paositive
QOriginal Final Actual {Negative)
Revenues:
Property taxes $ 156,000 $ 156,000 $ 156,035 $ 35
Interest income 80 80 687 607
Total revenues 156,080 156,080 156,722 642
Expenditures:
Administration 14,245 14,245 5,505 8,740
Insurance 5,000 5,000 4927 73
Professional services 92,200 82,200 112,279 (20,079)
Road repair and maintenance 40,000 40,000 52774 (12,774)
Total expenditures 151,445 151,445 175,485 (24,040)
Excess of revenues aver (under)
expenditures 3 4,635 $ 4,635 (18,763) 3 (23,398)
Fund balance at beginming of year™ 172,185
Fund balance at end of year 3 153,422

The accompanying notes are an integral parl of the financial statements
-10-




SANTA RITA HILLS COMMUNITY SERVICES DISTRICTY
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
Budget and Actual - Governmental Funds (GAAP Basis)
For the year ended June 30, 2012

Variance
Budgeted Amounts With Final
Budget
Positive
Original Final Actual {(Negative)
Revenues:
Property taxes $ 156,000 $ 156,000 $ 156,830 $ 830
Interest income 80 80 326 246
Total revenues 156,080 156,080 157,156 1,076
Expenditures:
Administration 14,245 14,245 880 13,365
Insurance 2,000 2,000 2,176 (176)
Professional services 69,700 69,700 42,917 26,783
Road repair and maintenance 20,000 20,000 37,174 {(17,174)
Total expenditures 105,845 105,945 83,147 22,798
Excess of revenues over expenditures $ 50,135 % 50,135 74,008 $ 23,874
Fund balance at beginning of year 98,176
Fund balance at end of year $ 172,185

The accompanying notes are an integral part of the financial statements
-0-




SANTA RITA HILLS COMMUNITY SERVICES DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE

Budget and Actual - Governmental Funds (GAAP Basis)

For the year ended June 30, 2011

Revenues:

Property taxes

Interest income

Total revenues

Expenditures:

Administration

Insurance

Professional services

Road repair and maintenance

Total expenditures
Excess of revenues over expenditures

Fund balance at beginning of year

Fund balance at end of year

Variance
Budgeted Amounts With Final
Budget
Positive
Original Final Actual (Negative)
b 195,000 185,000 $ 195,035 % 35
- - 876 876
195,000 195,000 195,911 911
13,677 17,041 4,576 12,465
5,100 1,577 1,577 -
66,148 86,593 60,058 26,535
- 2,564 (2,564)
84,925 105,211 68,775 36,436
3 110,075 89,789 127,136 5 37,347
(28,960)
5 98,176

The accompanying notes are an integral part of the financial statements

s}
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SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
INDEPENDENT AUDITOR’'S REPORT AND FINANCIAL STATEMENTS
For the Year Ended June 30, 2013
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SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
Post Office Box 991, Buellton, CA 93427
Meeting Room — Mission Hills CSD Office
1550 Burton Mesa Blvd., Lompoc, CA
Telephone (805) 544-4011 FAX (805) 544-4294
E-Mail johnw@wallacegroup.us

Management’s Discussion and Analysis
Fiscal Year Ending June 30, 2013

The following is a discussion of the consolidated financial condition and resulis of operations of the
Santa Rita Hills Community Services District (SRHCSD) for the year ending June 30, 2013, and should
be read together with the financial statements. This discussion contains information that is qualified by
reference to, and should be read together with, the notes contained in the Independent Auditor's
Report prepared by Crosby Company CPA. The Santa Rita Hills Community Services Financial Audit
has been prepared in accordance with U.S. generally accepted auditing standards.

Qverall Performance

The SRHCSD was formed on May 5, 2009 by a vote of the property owners. This is the fourth year of
operation for the SRHCSD. Expenses incurred during this year were mainly for road repair/
maintenance and administrative activities. Taxes are recognized by the District in the year levied. The
first levy for the district was made in the 2010/2011 fiscal year.

Comparative Combined Funds Financial Results
Fiscal Years 2011/12 & 2012/13

20114/12 2012/13

Total Net Position $ 172,185 $ 153,422

Net decrease of $18,763 for 2012/13

Governmental Functions

Governmental functions of the District include road maintenance and road improvement services. The
powers and responsibilities granted to the SRHCSD include “the act to acquire, construct, improve,
and maintain streets, roads, rights-of-way, bridges, culverts, drains, curbs, gutters, sidewalks and any
incidental works, to convert overhead electric and communications facilities to underground locations,
and to install underground electric and communications facilities, with the consent of the public agency
or public utility that owns the facilities pursuant to Streets and Highways Code. These services are
solely funded through a special property tax assessment.

i



SANTA RITA HILLS COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis
Fiscal Year Ending June 30, 2013

Comparative Governmental Funds Financial Results
Fiscal Years 2011/12 & 2012/13

2011/12 2012/13

Governmental Tax Revenues $ 156,830 $ 156,035

Net decrease of $795 for 2012/13

Business Type Activities

The maximum annual special tax authorized for the District was approved by the formation of the
District at $3 million annually, and may increase automatically each fiscal year by the percentage
change in the Consumer Price Index for the Los Angeles/lL.ong Beach area for the prior 12 months.

Although the District has the authority to issue special taxes up to $3 million annually, the actual tax to
be levied for any fiscal year shall be determined by a majority vote of the District Board of Directors on
the basis of the actual revenues estimated to be required by the District to pay its reasonable and
necessary operating expenses for the coming year. This amount is determined through the annual
budget process and a public hearing. Once approved, this tax is applied equally to each legal lot within
the District. The current year’s budget calls for $195,000 in revenue, amounting to an assessment of
$5,000 per parcel.

Any road improvements or infrastructure constructed by the District must relate to the authorized
services and any significant costs for construction will be financed by benefit assessments approved
by landowners within the District.

Summary

In conclusion, the District is just beginning their existence as a special district and will spend the first
couple of years performing set up and administrative tasks, as well as planning for future road
improvements.

Summary of Total Revenue / Expenses
Fiscal Years 2011/12 & 2012/13

2011/12 2012/13
Total Revenue $ 157156 $ 156,722
Total Expense 83,147 175,485
Depreciation -0- -0-
Total $ 74,009 $ (18,763)

Net decrease of $92,772 for 2012/13



SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
BOARD OF DIRECTORS
June 30, 2013

BOARD OF DIRECTORS

NAME TERM EXPIRES
Thomas Freeman, President December 2014
Dale Petersen, Vice President December 2016
Casey Marks, Director December 2014

Mario Moreno, Director _ December 2014



INDEPENDENT AUDITOR’S REPORT
(Continued)

Other Matters
Required Supplementary Information — Management Discussion and Analysis

Accounting principles generally accepted in the United States of America require that the management'’s
discussion and analysis on pages i through ii 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. 1 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 | obtained during my audit of
the basic financial statements. | do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Budgetary
Comparison Information on page 10 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.

CROSBY COMPANY
Certified Public Accountant
San Luis Obispo, California

October 1, 2013
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CroOsSBY COMPANY , CERTIFIED PUBLIC ACCOUNTANT
1457 MarSH STREET, SUrti 100 - Sar Luis Orispo, CA 93401
PHONE: (805)543-6100 Fax: (805)858-9505

Independent Auditor's Report

To the Management of
Santa Rita Hills Community Services District
Buellton, California 93427

Report on the Financial Statements

| have audited the accompanying financial statements of the Santa Rita Hills Community Services District
(District), as of and for the year ended June 30, 2013, and the related notes to the financial statements, which
coliectively comprise the District’s basic financial statements as listed in the table of contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of intemnal 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

My responsibility is to express an opinion on these financial statements based on my audit. | conducted my
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Govemment Audiling Standards, issued by the
Comptroller General of the United States of America. Those standards require that | 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, | 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.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my opinion.
Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the District, as of June 30, 2013, and the respective changes in financial position and cash

flows thereof for the years then ended in accordance with accounting principles generally accepted in the
United States of America.



INDEPENDENT AUDITOR’S REPORT
(Continued)

Other Matters
Required Supplementary Information - Management Discussion and Analysis

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages / through ii 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. | 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 I obtained during my audit of
the basic financial statements. | do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Budgetary
Comparison Information on page 10 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.

CROSBY COMPANY
Certified Public Accountant
San Luis Obispo, California

October 1, 2013



SANTA RITA HILLS COMMUNITY SERVICES DISTRICT

STATEMENT OF NET POSITION
June 30, 2013

Government
Activities
ASSETS
Cash and cash equivalents $ 181,446
Prepaid insurance 4 927
Total assets 3 186,373
LIABILITIES
Accounts payable 3 32,951
Total liabilities 3 32,951
NET POSITION
Unrestricted $ 153,422
Total net position $ 153,422

The accompanying notes are an integral part of the financial statements
-4-



SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2013

Governmental activities expenses:

General government - road maintenance $ 175,485
Total expenses 175,485
General Revenues:
Taxes:
Property taxes 156,035
Interest income 687
Total general revenues and investments 156,722
Change in net position (18,763)
Net Position, Beginning of Year 172,185
Net Position, End of Year $ 153,422

The accompanying notes are an integral part of the financial statements
-5.
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SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
BALANCE SHEET
Governmental Funds
June 30, 2013

ASSETS General

Cash and cash equivalents $ 181,446

Prepaid insurance 4927
Total assets 3 186,373

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable $ 32,951
Total liabilities 32,951

Fund balances:

Non-spendable 4,927
Assigned 148,495
Total fund balances 153,422
Total liabilities and fund balances $ 186,373

The accompanying notes are an integral part of the financial statements
-6-



SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
June 30, 2013

Total fund balances - government funds

Amounts reported for governmental activities in the statement of net

position are different because:
No differences

Net position of governmental activities

The accompanying notes are an integral part of the financial statements

-7-

$

153,422

$

153,422

R




SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
Governmental Funds
For the year ended June 30, 2013

Revenues:
Property taxes
Interest income
Total revenues
Expenditures:
Administration
Insurance
Professional services
Road repair and maintenance
Total expenditures
Excess of revenues over expenditures

Fund balance at beginning of year

Fund balance at end of year

The accompanying notes are an integral part of the financial statements

-8-
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156,035
687

156,722

5,505
4,927
112,279
52,774

175,485

(18,763)

172,185

153,422




SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2013

Net Change in Governmental Fund Balances $ (18,763)

Amounts reported for governmental activities in the statement of net
position are different because:

No differences -

Change in Net Position of Governmental Activities 3 (18,763)

The accompanying notes are an integral part of the financial statements
-9-



SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
Budget and Actual - Governmental Funds (GAAP Basis)
For the year ended June 30, 2013

Variance
Budgeted Amounts With Final
Budget
Positive
Original Final Actual (Negative)
Revenues:
Property taxes $ 156,000 $ 156,000 $ 156,035 $ 35
Interest income 80 80 687 607
Total revenues 156,080 156,080 156,722 642
Expenditures:
Administration 14,245 14,245 5,505 8,740
Insurance 5,000 5,000 4,927 73
Professional services 92,200 92,200 112,279 (20,079)
Road repair and maintenance 40,000 40,000 52,774 (12,774)
Total expenditures 151,445 151,445 175,485 (24,040)
Excess of revenues over (under)
expenditures $ 4,635 $ 4 635 (18,763) $ (23,398)
Fund balance at beginning of year- 172,185
Fund balance at end of year $ 153,422

The accompanying notes are an integral part of the financial statements
-10 -



SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE 1: ORGANIZATION

The Santa Rita Hills Community Services District (District) was formed on May 5, 2009 under the
authorization of the State of California as a special district. The District operates under a Board of Directors
form of government and provides road maintenance and road improvement services.

The District complies with U.S. generally accepted accounting principles and all relevant Governmental
Accounting Standards Board pronouncements. These technical pronouncements establish criteria for
determining the District's activities and functions that are included in the financial statements of a
governmental unit. The County of Santa Barbara maintains the general ledger and District management
prepares the budgetary financial statements for the District.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of changes
in net position) report information on all of the non-fiduciary activities of the primary government.

Fund Accounting

The accounts of the District are organized into funds and account groups, each of which is considered to be
a separate accounting entity. The major fund category is:

Governmental Fund Types

The governmental fund (General Fund) uses the current financial resources measurement focus. Only
current assets and current liabilities are generally included on this balance sheet. The operating statement
presents sources and uses of available resources during a given period.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Interest income and various intergovernmental revenues comprise
the significant revenues susceptible to accrual.

See Auditor's report
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SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles require
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Encumbrances

Encumbrance accounting is used for the General Fund. Encumbrances are recorded when purchase
orders are issued but are not considered expenditures until liabilities for payments are incurred.
Encumbrances are no longer reported as a separate fund balance category on the balance sheet.
Encumbrances do not lapse at the close of the fiscal year but are carried forward until liquidated.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly liquid investments including
money market accounts to be cash and cash equivalents.

Budget

An annual budget is approved by the Board. The budget is revised by the District's governing Board during
the year to give consideration to unanticipated income and expenditures. All unencumbered appropriations
in the budget lapse at the end of the fiscal year. A budget analysis for governmental funds is included as a
required statement in the financial statements.

Property Taxes

The County of Santa Barbara bills and collects property taxes for the District utilizing the teeter plan. The
County charges the District for these services. Tax revenues are recognized by the District in the year
levied.

Concentrations

The District provides road maintenance and improvement services to the Santa Rita Hills Community
Services District area. Consequently, its ability to collect amounts from the County of Santa Barbara may
be affected by economic fluctuations, within this region and within the State of California as a whole.

Intergovernmental Revenues

For governmental funds, intergovernmental revenues, such as contributions awarded on a non-
reimbursement basis, are recorded as receivables and revenues when measurable and available.

See Auditor’s report
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SANTA RITA HILLS COMMUNITY SERVICES DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balances

The fund balance can now be displayed in the following classifications depicting the relative strength of
the spending constraints placed on the purposes for which resources can be used:

» Non-spendable fund balance — amounts that are not in a spendable form are required to be
maintained intact.

» Restricted fund balance — amounts constrained to specific purposes by their providers, through
constitutional provisions, or by enabling legislation.

» Committed fund balance — amounts constrained to specific purposes by a government itself,
using its highest level of decision-making authority; to be reported as committed, amounts
cannot be used for any other purpose unless the government takes the same highest-level
action to remove or change the constraint.

» Assigned fund balance — amounts a government intends to use for a specific purpose; intent can
be expressed by the governing body or by an official or body to which the governing body
delegates the authority.

» Unassigned fund balance — amounts that have no specific restrictions, commitments or
assignments.

If restricted and unrestricted assets are available for the same purpose, the restricted assets will be used
before unrestricted assets.

Net Position
Net position present the difference between assets and liabilities in the statement of net position. Net

position are reported as restricted when there are legal limitations imposed on their use by external
restrictions by creditors, grantors, laws or regulations of other governments.

NOTE 3: CASH AND CASH EQUIVALENTS

The values of cash and cash equivalents at June 30, 2013 are summarized as follows:

Cash and investment with:
County treasurer $ 181,446

Total cash and investments $ 181,446

The California Government Code requires California banks and savings and loan associations to secure a
district's deposits by pledging government securities as collateral. The market value of pledged securities
must equal at least 110% of a district's deposits. California law also allows financial institutions to secure
district deposits by pledging first trust deed mortgage notes having a value of 150% of a district's total
deposits. The District may waive collateral requirements for deposits which are fully insured up to $250,000
by the Federal Deposit Insurance Corporation (FDIC).

See Auditor’s report
-13 -
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casetext

Cal. Gov. Code § 61040.1

Section 61040.1 - Santa Rita Hills Community Services District board; reduction in number of members

(a) The board of directors of the Santa Rita Hills Community Services District may consist

of three members.

(b)
(1) Prior to reducing the board of directors to three members pursuant to subdivision (a),
the board of directors, after receiving a petition signed by a majority of voters requesting a
reduction in the number of board members, shall adopt, by a recorded majority vote of the
entire board of directors, a resolution proposing to reduce the number of directors to three
members.

(2) The district shall hold a public hearing regarding the proposal to reduce the number of
directors.

(3) Notice of the public hearing shall be given by placing a display advertisement of at
least one-eighth page in a newspaper of general circulation for three weeks, pursuant to
Section 6063, and by United States first-class mail to each landowner voter in the district,
postage prepaid, and notice shall be deemed given when deposited in the mail. The
envelope or cover of the mailing shall include the name of the local agency and the return
address of the sender and the mailed notice shall be in at least 10-point type.

(4) The public hearing shall be held at least 45 days after mailing the notice pursuant to
paragraph (3).

(5) At the hearing the board shall receive and consider any written or oral comments
regarding the proposed reduction in the number of directors. After receiving and
considering the comments, the board, by a recorded majority vote of the entire board of
directors shall do one of the following:

(A) Disapprove the proposal.

(B) Adopt a resolution that orders the reduction in the number of members of the board
to three members.

(¢) A reduction in the number of directors pursuant to this section shall not affect the term
of office of any director. A director currently holding office as of the effective date of the
reduction in the number of members of the board of directors shall continue to be the
director until the office becomes vacant by means of term expiration or otherwise.
(d) This section shall be repealed on January 1, 2035.

Ca. Gov. Code § 61040.1

Added by Stats 2014 ch 505 (AB 2455).s 3, eff. 1/1/2015.



