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INDEPENDENT AUDITORS’ REPORT

The Honorable City Council
of the City of Modesto, California
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities and
each major fund of the City of Modesto Community Facilities District Number 2007-1 (North
Beyer Park #2) (the District), a component unit of the City of Modesto, California, as of and
for the year ended June 30, 2018, the related notes to the financial statements and the
budgetary comparison for the Special Revenue Fund, which collectively comprise the District’s
basic financial statements as listed in the table of contents.
Management’s Responsibility
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities of the District, as of
June 30, 2018, the respective changes in financial position thereof and the respective
budgetary comparison for the Special Revenue Fund for the year then ended in accordance
with accounting principles generally accepted in the United States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis 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 responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
December 14, 2018, on our consideration of the District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to
describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering
the District’s internal control over financial reporting and compliance.
HUDSON HENDERSON & COMPANY, INC.

Fresno, California
December 14, 2018
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2018
The City of Modesto Community Facilities District No. 2007-1 (North Beyer #2) (the District)
has issued its financial statements in the format prescribed by the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 34, which requires the District to provide
this overview of its financial activities for the fiscal year.
Please read this overview in conjunction with your reading of the accompanying basic financial
statements.
THE PURPOSE OF THE DISTRICT
The District is a blended component unit of the City of Modesto, California (the City). It is
controlled by the City, and the City Council is the District’s governing body. City employees
perform most of the duties and functions required of the District, but certain tasks are
provided by third parties under contract.
The District’s purpose under California law is to provide a funding mechanism for public
facilities and services authorized by the District. The District is the vehicle that will be used
to ensure that all landowners in the Specific Plan area contribute to the cost of the public
facilities and services. Additional information on the District can be found below, and in Note
1 to the accompanying financial statements.
BACKGROUND AND MANAGEMENT’S DISCUSSION
The North Beyer Specific Plan Area encompasses approximately 160 gross acres of land and
is comprised of a variety of residential, commercial, and office land uses. On June 24, 1997,
Community Facilities District No. 1997-1 (North Beyer Park) (“CFD 1997-1”) was formed and
the levy of special taxes was authorized. At this time, approximately 124+/- acres of
residential property, representing 464 residential units or lots have already been developed
and 15 +/- commercial acres and 26+/- residential acres remain to be developed. CFD 19971 was previously formed to fund and maintain the construction and maintenance of the street
and landscape medians on Coffee and Oakdale Roads between Claratina and Mable Avenues.
On May 8 2007, the City of Modesto formed City of Modesto Community Facilities District No.
2007-1 (CFD No. 2007-1). The authorized services to be funded by special tax revenues
include maintenance and repair of parks, landscaped medians, storm drainage basins, and
related facilities, including but not limited to, concrete curbs and walks, trees, shrubs, vines,
ground cover, turf, lights and irrigation systems. The services to be provided include, but are
not limited to, litter and debris removal, graffiti abatement, painting repairs to landscape
structures, building maintenance and repairs, pruning, staking, fertilizing, plant replacement
and restoration, fire and weed control, erosion control, mowing of lawns, trimming of
vegetation, and maintenance, repair and replacement of lighting systems within the parks.
The facilities authorized to be funded by special tax revenues include installation of the
landscaped medians on Oakdale and Coffee Roads, which may but will not necessarily include,
concrete curbs and walks, trees, shrubs, ground cover, lights, and irrigation systems.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2018
FISCAL YEAR 2018 FINANCIAL HIGHLIGHTS
Financial highlights of the year include the following:
Government-Wide:
• The District’s net position increased to $525,140 for fiscal year 2018.
• Total District revenues were $96,813.
• Total District expenses were $68,234.
Funds Basis:
• Capital Projects Fund revenues of $8,735 were $325,613 lower than the prior year due
to a decrease in facilities special one-time taxes, which are one-time taxes paid at
building permit issuance. Expenditures of $0 were the same as the previous year. The
Capital Projects Fund ending fund balance increased by $8,735, with ending fund
balance of $484,433.
• Special Revenue Fund revenues of $88,078 were $51,105 higher than the prior year
primarily due to increased maintenance special tax collections and expenditures of
$68,234 were $20,939 more than the prior year due to an increase in repair and
maintenance expenditures. The Special Revenue Fund balance increased by $19,844
to an ending fund balance of $40,707.
THE BASIC FINANCIAL STATEMENTS
The basic financial statements comprise the government-wide financial statements and the
fund financial statements; these two sets of financial statements provide two different views
of the District’s financial activities and financial position.
Government-Wide Financial Statements
The government-wide financial statements provide a long-term view of the District’s activities
as a whole and are comprised of the Statement of Net Position and the Statement of Activities.
The Statement of Net Position provides information about the financial position of the District
as a whole, including all its capital assets and long-term liabilities. The Statement of Activities
provides information about the District’s revenues and all its expenses. The Statement of
Activities explains in detail the change in net position for the year.
The Statement of Net Position and the Statement of Activities present information about the
following:
Governmental activities - All of the District’s basic services are considered to be
governmental activities, including formation, financing, construction, and maintenance
activities. These services are supported by formation deposits, special facilities taxes, and
annual maintenance assessments. Government-wide financial statements are prepared on
the accrual basis of accounting, which means they measure the flow of all economic resources
of the District as a whole, similar to that used by the private sector.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2018
FINANCIAL ACTIVITIES OF THE DISTRICT AS A WHOLE
This analysis focuses on the net position and changes in net position of the District’s
governmental activities in the government-wide financial statement of Net Position and
Statement of Activities that follow.
As of June 30, 2018, total assets of $535,616 were offset by liabilities of $10,476. The
District’s net position from governmental activities increased to $525,140 in 2018 from
$496,561 in 2017. All of the District’s net position is restricted as follows: $484,433 for
acquisition or construction of infrastructure and $40,707 for maintaining that infrastructure.
The following is a condensed Statement of Net Position as of June 30, 2018 and 2017, and
the respective changes:
Statement of Net Position - Governmental Activities
2018
Cash and investments
Assessments receivable
Interest receivable

$

Total assets
Current and other liabilities
Net position:
Restricted for:
Capital projects
District maintenance
Total net position

$

5

533,855
402
1,359

2017
$

500,775
1,121

Change
$

33,080
402
238

535,616

501,896

33,720

10,476

5,335

5,141

484,433
40,707

475,698
20,863

8,735
19,844

525,140

$

496,561

$

28,579

COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2018
FISCAL YEAR 2018 GOVERNMENTAL ACTIVITIES
The District’s fiscal year 2018 revenue came primarily from maintenance special tax of
$87,985. District expenses of $68,234 were for services and professional and utilities
expenses.
The following is a condensed Statement of Activities for the years ended June 30, 2018 and
2017, and the respective changes:
Statement of Activities - Governmental Activities
2018
Revenues:
General revenues:
Maintenance special tax
Facilities one-time tax
Time and materials
Investment earnings

$

87,985
7,076
1,752

2017

$

30,070
334,076
5,347
1,828

Total revenues

96,813

371,321

Expenses:
Community development

68,234

47,295

Change in net position

28,579

324,026

496,561

172,535

Net position, beginning of year
Net position, end of year

$

525,140

$

Change

$

57,915
(327,000)
(5,347)
(76)
(274,508)

20,939
$

(295,447)

496,561

Fund Financial Statements
The fund financial statements report the District’s operations in more detail than the
government-wide financial statements and focus primarily on the short-term activities of the
District’s two funds. The fund financial statements measure only current revenues and
expenditures and fund balances; they exclude capital assets, long-term debt, and other longterm amounts.
The fund financial statements provide detailed information about each of the District’s most
significant funds, called major funds. Major funds present the major activities of the District
for the year, and may change from year to year as a result of changes in the pattern of
District’s activities. All of the District’s funds are presented here as major funds; their purpose
is explained in Note 1 to the financial statements. All the District’s funds are governmental
funds; financial statements for these funds are prepared on the modified accrual basis of
accounting, which means they measure only current financial resources and uses.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2018
The following is a condensed Statement of Revenues, Expenditures, and Changes in Fund
Balance for both the Capital Projects Fund and the Special Revenue Fund for the years ended
June 30, 2018 and 2017, and the respective changes:
Statement of Revenues, Expenditures, and
Changes in Fund Balances - Capital Projects Fund
2018
Revenues
Expenditures

$

Changes in fund balances
Fund balances, beginning of year
Fund balances, end of year

$

8,735
-

2017
334,348
-

$ (325,613)
-

8,735

334,348

$ (325,613)

475,698

141,350

484,433

$

Change

$

475,698

Statement of Revenues, Expenditures, and
Changes in Fund Balances - Special Revenue Fund
2018
Revenues
Expenditures

$

88,078
68,234

2017
$

36,973
47,295

$

51,105
20,939

$

30,166

Changes in fund balances

19,844

(10,322)

Fund balances, beginning of year

20,863

31,185

Fund balances, end of year

$

40,707

$

Change

20,863

THE DISTRICT’S FUND FINANCIAL STATEMENTS
At June 30, 2018, the District’s governmental funds reported combined fund balances of
$525,140, which was a $28,579 increase from fiscal year 2017. The Capital Projects Fund
realized a $8,735 increase, due to facilities special tax and interest income, while the Special
Revenue Fund realized a $19,844 increase due to maintenance special tax and investment
revenues exceeding professional services and utilities.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED JUNE 30, 2018
CAPITAL ASSETS
Under GASB Statement No. 34, the District is required to record all its capital assets, including
infrastructure, at their historical cost, and to depreciate these assets over their estimated
useful lives. However, title to all infrastructure assets acquired or constructed by the District
is turned over to the City upon completion and acceptance. Accordingly, capital outlay
expenditures are reported in both the District’s fund and government-wide financial
statements. Therefore, the District reports no long-term capital assets.
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT
These basic financial statements are intended to provide citizens, taxpayers, investors, and
creditors with a general overview of the District’s finances. Questions about this report should
be directed to the City of Modesto, Administrator, Infrastructure Financing Programs, P.O.
Box 642, Modesto, California 95353.

8

COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
STATEMENT OF NET POSITION
AND STATEMENT OF ACTIVITIES
The Statement of Net Position and the Statement of Activities summarize the entire District’s
financial activities and financial position. They are prepared on the same basis of accounting
as that used by most businesses, which means they include all the District’s assets and all its
liabilities, as well as all its revenues and expenses. This is known as the full accrual basis of
accounting – the effect of all the District’s transactions is taken into account, regardless of
whether or when cash changes hands, but all material internal transactions between District
funds have been eliminated.
The Statement of Net Position reports the difference between the District’s total assets and
the District’s total liabilities, including all the District’s capital assets and all its long-term debt.
The Statement of Net Position focuses the reader on the composition of the District’s net
position, by subtracting total liabilities from total assets. The Statement of Net Position
summarizes the financial position of the District in a single column.
The Statement of Activities reports increases and decreases in the District’s net position. It is
also prepared on the full accrual basis of accounting, which means it includes all the District’s
revenues and all its expenses, regardless of when cash changes hands. This differs from the
“modified accrual” basis of accounting used in the fund financial statements, which reflect
only current assets, current liabilities, available revenues, and measurable expenditures.
The format of the Statement of Activities presents the District’s expenses, which are listed by
program, first. Program revenues – that is, revenues which are generated directly by these
programs – are then deducted from program expenses to arrive at the net program revenue
(expense). General revenues – that is, revenues which are not generated directly by these
programs – are then added to arrive at the change in net position and reconciled with the
Statement of Net Position.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
STATEMENT OF NET POSITION – GOVERNMENTAL ACTIVITIES
JUNE 30, 2018

ASSETS
Cash and investments
Assessments receivable
Interest receivable

$

Total Assets

533,855
402
1,359
535,616

LIABILITIES
Accounts payable

10,476

NET POSITION
Restricted for:
Capital projects
District maintenance

484,433
40,707

Total Net Position

$

525,140

The accompanying notes are an integral part of the financial statements.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
STATEMENT OF ACTIVITIES – GOVERNMENTAL ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2018

Functions/Programs

Community development

Expenses

Program
Revenues

Net (Expense)
Revenue and
Changes in Net
Position

Operating Grants
& Contributions

Governmental
Activities

$

68,234

$

-

$

68,234

$

-

$

(68,234)
(68,234)

General Revenues:
Maintenance special tax
Facilities one-time tax
Investment earnings

87,985
7,076
1,752

Total General Revenues

96,813

Change in Net Position

28,579

Net Position, beginning of year
Net Position, end of year

496,561
$

525,140

The accompanying notes are an integral part of the financial statements.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
FUND FINANCIAL STATEMENTS
Major funds are defined generally as having significant activities or balances in the current
year.
The District determined all its funds to be major funds. They are:
The Capital Projects Fund accounts for all financial resources and uses related to acquisition,
construction, and formation/annexation activities.
The Special Revenue Fund accounts for all financial resources and uses related to
maintenance of parkways and open space within the District.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
BALANCE SHEET – GOVERNMENTAL FUNDS
JUNE 30, 2018

Capital
Projects
Fund

Special
Revenue
Fund

Total

ASSETS
Cash and investments
Assessments receivable
Interest receivable
Total Assets

$

483,548
885

$

50,307
402
474

$

533,855
402
1,359

$

484,433

$

51,183

$

535,616

$

10,476

$

10,476

LIABILITIES AND FUND BALANCE
Liabilities
Accounts payable

$

-

Total Liabilities

-

Fund Balances
Restricted:
Capital projects
District maintenance
Total Fund Balances
Total Liabilities and
Fund Balances

$

10,476

10,476

484,433
-

40,707

484,433
40,707

484,433

40,707

525,140

484,433

$

51,183

$

535,616

$

525,140

Reconciliation of the Balance Sheet of the Governmental Funds
to the Statement of Net Position:
Total Fund Balances - Governmental Funds
Adjustments to the Balance Sheet of the Governments Funds
to reconcile with the Statement of Net Position:

Total Net Position - Governmental Activities

-

$

525,140

The accompanying notes are an integral part of the financial statements.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES – GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2018

Capital
Projects
Fund

Special
Revenue
Fund

Total

REVENUES
Maintenance special tax
Facilities one-time tax
Interest income
Change in fair value of investments

$

7,076
3,974
(2,315)

Total Revenues

$

87,985
1,217
(1,124)

$

87,985
7,076
5,191
(3,439)

8,735

88,078

96,813

-

56,745
11,489

56,745
11,489

Total Expenditures

-

68,234

68,234

Changes in Fund Balances

8,735

19,844

28,579

475,698

20,863

496,561

EXPENDITURES
Services - professional and other
Utilities

Fund Balances, beginning of year
Fund Balances, end of year

$

484,433

$

40,707

$

525,140

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of the Governmental Fund to the Statement of Activities:
Changes in Fund Balances - Governmental Funds

$

28,579

Adjustments to the Statement of Revenues, Expenditures, and
changes in Fund Balances of the Governmental Funds to reconcile
with the Statement of Activities.
Change in Net Position - Governmental Activities

$

28,579

The accompanying notes are an integral part of the financial statements.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE – SPECIAL REVENUE FUND – BUDGET AND ACTUAL
FOR YEAR ENDED JUNE 30, 2018

Budgeted Amounts
Final

Original
REVENUES
Maintenance special tax
Interest income
Change in fair value
of investments

$

60,000
-

$

60,000
-

$

Actual

Variance with

Amounts

Final Budget

87,985
1,217

$

27,985
1,217

-

-

(1,124)

(1,124)

60,000

60,000

88,078

28,078

Services - professional
and other
Utilities

54,540
15,000

54,540
15,000

56,745
11,489

(2,205)
3,511

Total Expenditures

69,540

69,540

68,234

1,306

(9,540)

19,844

Total Revenues
EXPENDITURES

Changes in Fund Balance

$

(9,540)

$

$

29,384

20,863

Fund Balances, beginning of year
$

Fund Balances, end of year

40,707

The accompanying notes are an integral part of the financial statements.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
NOTES TO BASIC FINANCIAL STATEMENTS
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description and Reporting Entity: The Community Facilities District Number 2007-1 (North
Beyer Park #2) (the District) was formed in May 2007 by a vote of the property owners within
the proposed District. The District, a separate legal entity, was formed to provide a funding
mechanism for public facilities and services as required by the District Specific Plan. The
District is a 160-acre project, the boundaries of which are recorded in Book 2, page 80 of the
Book of Assessment District Maps in the Stanislaus County Recorder’s Office.
The District is an integral part of the City of Modesto, California (the City) and the
accompanying financial statements are included as a blended component unit of the basic
financial statements prepared by the City. A component unit is a separate governmental unit,
agency, or nonprofit corporation which, when combined with all other component units,
constitutes the reporting entity as defined in the City’s basic financial statements.
Government-Wide and Fund Financial Statements: The government-wide financial statements
(i.e., the Statement of Net Position and Statement of Activities) report information on all of
the activities of the District. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities normally are supported by taxes
and intergovernmental revenues.
The Statement of Activities demonstrates the degree to which direct expenses are offset by
program revenues. Direct expenses are those that are clearly identifiable with the community
development function. Program revenues include grants and contributions that are restricted
to meeting the operational requirements of the community development function. Investment
earnings, and other items which are not properly included among program revenues, are
reported instead as general revenues. Separate financial statements are provided for
governmental funds. Major individual governmental funds are reported as separate columns
in the fund financial statements.
Basis of Presentation, Basis of Accounting, and Measurement Focus: 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. Taxes are recognized
as revenues in the year for which they are levied.
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. Revenues are considered to be available
when collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this, purpose, the District considers revenues to be available if they are
collected within 180 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under the accrual basis of accounting. Substantially
all taxes and interest, including the net increase (decrease) in the fair value of investments,
are considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. Miscellaneous revenues are considered to be measurable and available
only when cash is received by the District.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
NOTES TO BASIC FINANCIAL STATEMENTS (continued)
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of Presentation, Basis of Accounting, and Measurement Focus (continued):
The District reports the following major governmental funds:
The Capital Projects Fund accounts for all financial resources and uses related to acquisition,
construction, and formation/annexation activities.
The Special Revenue Fund accounts for all financial resources and uses related to
maintenance of parkways and open space within the District.
Management’s Use of Estimates: The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions. These estimates and assumptions affect
the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from these estimates.
Maintenance Special Taxes: The maintenance special taxes are collected by the County of
Stanislaus on the property tax bill. The special taxes are due November 1 and February 1 and
are delinquent if not paid by December 10 and April 10, respectively. The County of Stanislaus
bills and collects the special taxes and remits them to the District. The Rate and Method of
Apportionment of Special Tax (RMA), set forth in the District’s Public Report, describes how
the tax will be allocated among properties in the District. The Public Report was established
during the formation of the District. A cost of living adjustment is applied to the special taxes
annually.
Fund Balance: In the fund financial statements, governmental funds report fund balance as
nonspendable, restricted, committed, assigned, or unassigned based primarily on the extent
to which the District is bound to honor constraints on how specific amounts can be spent.

•
•
•

•
•

Nonspendable – Amounts that are not in spendable form (such as inventory) or are
required either legally or contractually to be maintained intact.
Restricted – Amounts with constraints placed on their use that are either (a) externally
imposed by creditors, grantors, contributors, or laws or regulations of other
governments or (b) imposed by law through constitutional or enabling legislation.
Committed - Amounts constrained to specific purposes by the District itself, using the
District’s highest level of decision-making authority (the City Council). To be reported
as committed, amounts cannot be used for any other purpose unless the District takes
the same highest level action to remove or change the constraint. The underlying
action that imposed the limitation needs to occur no later than the close of the
reporting period.
Assigned - Amounts the District intends to use for a specific purpose. Intent can be
expressed by the District at either the highest level of decision-making or by an official
or body to which the District delegates the authority.
Unassigned - The residual classification for the District that includes amounts not
contained in the other classifications. In other funds, the unassigned classification is
used only if expenditures incurred for specific purposes exceed the amounts restricted,
committed, or assigned to those purposes.
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
NOTES TO BASIC FINANCIAL STATEMENTS (continued)
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fund Balance (continued): The District establishes and modifies or rescinds fund balance
commitments by passage of an ordinance or policy. This is typically done through adoption or
amendment of the budget. A fund balance commitment is further indicated in the budget as
a designation or commitment of the fund, such as approved construction contracts. Assigned
fund balance is established by the District through adoption or amendment of the budget or
future year budget plan as intended for a specific purpose.
When both restricted and unrestricted resources are available for use, it is the District’s policy
to use restricted resources first, followed by the committed, assigned, and unassigned
resources as they are needed.
Net Position: Net position represents the residual interest in the City’s assets after liabilities
are deducted. In accordance with GASB Statement No. 63, the fund equity section on the
Statement of Net Position was combined to report total net position and present it in three
broad components:
• Net investment in capital assets – Amount consists of capital assets, including
infrastructure, net of accumulated depreciation and outstanding principal balances
of debt attributable to the acquisition, construction, or improvement of those assets.
• Restricted – Amount consists of net position restricted by external creditors,
grantors, contributors, or laws or regulations of other governments and restrictions
imposed by law through constitutional provisions or enabled legislature.
• Unrestricted – Amount consists of all net position that does not meet the definition
“net investment in capital assets” or “restricted” net position.
When both restricted and unrestricted net position are available, restricted resources are
depleted first before unrestricted resources are used.
Governmental Accounting Standards Update: During the year ended June 30, 2018, the
District implemented the following Governmental Accounting Standards Board (GASB)
standards with no financial impact:
GASB Statement No. 75 – Accounting and Financial Reporting for Postemployment Benefits
other than Pension Plans. The provisions of this statement are effective for financial
statements for reporting periods beginning after June 15, 2017.
GASB Statement No. 85 – Omnibus 2017. The provisions of this statement are effective for
reporting periods beginning after June 15, 2017.
GASB Statement No. 86 – Certain Debt Extinguishment Issues. The requirements of this
statement are effective for reporting periods beginning after June 15, 2017.
Released GASB Statements to be implemented in future financial statements are as follows:
GASB Statement No. 83 – Certain Asset Retirement Obligations. The requirements of this
statement are effective for reporting periods beginning after June 15, 2018.
GASB Statement No. 84 – Fiduciary Activities. The requirements of this statement are
effective for reporting periods beginning after December 15, 2018.

18

COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
NOTES TO BASIC FINANCIAL STATEMENTS (continued)
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Governmental Accounting Standards Update (continued):
GASB Statement No. 87 – Leases. The requirements of this statement are effective for
reporting periods beginning after December 15, 2019.
GASB Statement No. 88 – Certain Disclosures Related to Debt, including Direct Borrowings
and Direct Placements. The requirements of this statement are effective for reporting periods
beginning after June 15, 2018.
GASB Statement No. 89 – Accounting for Interest Cost Incurred before the End of a
Construction Period. The requirements of this statement are effective for reporting periods
beginning after December 15, 2019.
GASB Statement No. 90 – Majority Equity Interests- an amendment of GASB Statements No.
14 and No 61. The requirements of this statement are effective for reporting periods
beginning after December 15, 2018.
Subsequent Events: In compliance with accounting standards, management has evaluated
events that have occurred after year-end to determine if these events are required to be
disclosed in the financial statements. Management has determined that no events require
disclosure in accordance with accounting standards. These subsequent events have been
evaluated through December 14, 2018, which is the date the financial statements were
available to be issued.
NOTE 2 – CASH AND INVESTMENTS
Cash and investments of the District are pooled with other City of Modesto funds. Interest
earned on pooled cash and investments is credited to each participant in the pool based on
each participant’s average monthly cash balance. Credit quality ratings are not available for
the District’s investments as all cash is invested as part of the common cash and investment
pool of the City of Modesto.
Cash in the City Pool is considered unclassified as to credit risk because it is not evidenced by
securities that exist in physical or book entry form. The District do not have any deposits with
financial institutions as of June 30, 2018.
Cash and investments as of June 30, 2018 are classified in the accompanying financial
statements as follows:
Statement of Net Position- Governmental Activities:
Cash and investments

$

533,855

Total cash and investments

$

533,855

Deposits with City of Modesto
Cash and Investment Pool

$

533,855

$

533,855

Total cash and cash investments
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COMMUNITY FACILITIES DISTRICT
NUMBER 2007-1 NORTH BEYER PARK #2
CITY OF MODESTO, CALIFORNIA
NOTES TO BASIC FINANCIAL STATEMENTS (continued)
NOTE 2 – CASH AND INVESTMENTS (continued)
Detailed information concerning the City of Modesto’s pooled cash and investments, including
information regarding the fair value of investments, may be found in the City of Modesto’s
Comprehensive Annual Financial Report. As of June 30, 2018, the fair value of the District’s
position in the pool is the same as the value of its pool shares.
NOTE 3 – RESTRICTED FUND BALANCES
Restrictions of Fund Balances: Fund balances are all presented in the restricted category (see
Note 1 for a description of fund balance categories). As of June 30, 2018, restrictions included:
Restricted for Capital Projects - the portion of fund balance legally restricted for the
acquisition, construction, and formation/annexation activities.
Restricted for District Maintenance - the portion of fund balance legally restricted for
maintenance of parkways and open space within the District.
NOTE 4 – DEFICIENCY OF EXPENDITURES OVER APROPRIATIONS
For the year ended June 30, 2018, expenditures exceeded appropriations as follows:
Expenditures
Services - professional and other
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Amount
$
(2,205)

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

The Honorable City Council
of the City of Modesto, California
We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities and each major fund of the City of Modesto
Community Facilities District Number 2007-1 (North Beyer Park #2) (the District), as of and
for the year ended June 30, 2018, related notes to the financial statements and the budgetary
comparison for the Special Revenue Fund, which collectively comprise the District’s basic
financial statements, and have issued our report thereon dated December 14, 2018.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the District’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the District’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or, significant deficiencies. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the District’s financial statements
are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the District’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.
HUDSON HENDERSON & COMPANY, INC.

Fresno, California
December 14, 2018
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