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Independent Auditor’s Report 
 
The Board of Trustees of the Public Cemetery 
   District No. 1 of Kern County, California: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and each major fund of 
Public Cemetery District No. 1 of Kern County, California, as of and for the year ended June 30, 2016, and the 
related notes to the financial statements, which collectively 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 internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States, and the State Controller’s Minimum Audit Requirements for California Special Districts. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those 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 
opinions 
 
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 Public Cemetery District No. 1 of Kern 
County, California, as of June 30, 2016, and the respective changes in financial position, thereof for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, retirement plan schedules and budgetary comparison on pages 3 through 8 and 34 
through 35 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 September 1, 2016, on 
our consideration of Public Cemetery District No. 1 of Kern County’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 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 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 Public Cemetery District No. 1 of Kern County’s internal control 
over financial reporting and compliance. 

 
Albert & Associates, LLP 
 
Wasco, California 
September 1, 2016 
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KERN COUNTY CEMETERY DISTRICT NO.1 
Shafter and Wasco Memorial Park 

 
Management’s Discussion and Analysis 

 
 June 30, 2016 
 
This document is presented by administrative staff of the Kern County Cemetery District No.1 
(District) as a narrative including an overview and analysis of the financial activities for the fiscal 
year starting July 1, 2015 through June 30, 2016.  It is the intent that this analysis be used in 
conjunction with the District’s annual financial audit for the same fiscal year.  
 

 Fund Highlights 
 
The assets of the District exceed its liabilities at the close of the fiscal year ending June 30, 
2016 by $2,793,988 as shown as net position in the current Statement of Activities report.  The 
net change in position is $470,143 which places the District in a better financial position than 
last year.   
 
The District has four funds with the County of Kern. The fund balances show the District’s 
balance for the General Fund, known at the county as our M&O fund, has a $581,442 balance 
as of June 30, 2016.  This is our general operating fund in which burials, property tax, interest 
and miscellaneous income is deposited each month. 
 
The Endowment Care Fund balance holds the Endowment Care principle charged at the time a 
lot is sold, as well as the interest generated by the principle investment with the County. 
Currently we have a non-expendable reserve amount of $1,312,883 and as of June 30, 2016, 
this interest has accumulated to an amount of $144,512.  As the non-expendable Endowment 
Care accumulates to a significant level, this amount will be invested at a higher rate of interest 
outside the county under the guidelines set forth with the District Investment Policy.  
 
The Contract Fund holds the reserves to pay for the preneed burial contracts. As of June 30, 
2016, it has a cash balance of $982,368 with a deferred obligation of $1,326,725 for services 
contracted to be rendered at the time of a burial. The difference illustrates the small amount of 
interest accumulated and the full payment allocation that the District has made when the 
services are rendered.  At this time, the portion presently invested more than exceeds the burial 
needs for each year. In the past the District used this fund to augment and finance capital 
projects expenses when our revenue stream did not match our needs.  Any time the District 
uses this money from this fund to finance needed infrastructure and capital improvements, the 
Contract Fund balance will show a yearly negative cash flow.  It will take time for this fund to be 
balanced.  
 
In December 2012 the District borrowed $328,140 from our Contract Fund to pay off a CalPERS 
side fund obligation. This money is being paid back over a ten year time frame. There is 
$229,698 remaining on the balance of the obligation with seven years remaining.   
 
The Land Reserve fund has a balance of $135,349 that is available for use for the purchase and 
development of property. 
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 Overview of the Audited Financial Statements 
 
This managerial discussion and analysis is prepared by staff and intended to serve as an 
introduction to the District’s basic financial statements.  The basic financial statements are 
comprised of three components:  

1. District-wide financial statements 

2. Fund financial statements 

3. Notes to the financial statements and other supplemental information. This report also 
contains other required and non-required supplementary information in addition to the 
basic financial statements themselves. 

District-wide Financial Statements are designed to provide readers with a broad 
overview of District finances.  The statements are shown in a presentation similar to a private 
sector business in an effort to demonstrate the scope of the District’s resources.  
 
The Statement of Net Position presents information on all District assets, including depreciation, 
minus the District liabilities; with the difference between the two reported as Net Position.  Over 
time, the increases or decreases in net position may serve as a useful indicator of whether the 
financial position of the District is improving or deteriorating. 
 
The Statement of Activities presents information showing how the District’s net position changed 
during the most recent fiscal year.  All changes in net position are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.  
By using this method, the revenues and expenses are reported in this statement for some items 
that will result in cash flows in the future fiscal periods.  

Fund Financial Statements are the statements that support the District-wide financial 
statements.  A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives.  The District, as other 
state and local governments, uses fund accounting to ensure and demonstrate compliance with 
finance related legal requirements. 
 
For accounting purposes, all of the District funds are considered to be governmental funds. 
These statements tell how governmental services were financed in the short term as well as 
what remains for future spending. Unlike the government wide financial statements, 
governmental funds financial statements focus on near-term inflows and outflows of spendable 
resources. Therefore the governmental funds financial statements are followed by 
reconciliations that explain the differences governmental funds and government-wide financial 
statements. 

Notes to Financial Statements provide additional information that is essential to a full 
understanding of the data provided in the District-wide and fund financial statements.  The notes 
to the financial statements are available within the current financial audit.  

Other Supplementary Information is added to the basic financial statements and 
accompanying notes, this report also presents supplementary information that enhances the 
usefulness of the District’s annual audit. 
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 Financial Analysis 
 
  Net Position - Net position may serve over time as a useful indicator of the District’s 
financial position. As previously noted, during the current year, the District’s net position 
exceeded liabilities by $2,793,988.  The District’s capital assets reflect its investment in land, 
roads, buildings, equipment, and other infrastructure.  The District uses these capital assets to 
provide the services to the public; therefore, these assets are not available for future spending.  
Although the District’s investment in capital assets is reported net of related debt, it should be 
noted that the resources needed to repay this debt must be provided from other sources, since 
most capital assets themselves cannot be used to liquidate these liabilities.  Included is a 
condensed statement of the District’s total assets, net of liabilities (Net Position) for this fiscal 
year.  

The next largest part of net position is the inclusion of our Contracts Fund.  As noted earlier in 
this report, this encumbrance is a part of the District’s General Fund shows the $1,326,725 as a 
deferred liability for future burial services.  

The following abbreviated statement reflects the economic resources of the District as well as its 
economic obligations at the end of the current fiscal year ending June 30, 2016. 

 

 
 
 
 
 
 
 
 
    

                      Net Position Statement  

    

 FY 2014-15 FY 2015-16 
 
Cash and Other Assets $3,464,951 $3,764,663 

Capital (net of depreciation) $1,060,924 $1,091,968 

 $4,525,875 $4,856,631 

  

Current Liabilities $54,683 $48,761 

Compensated Absences $70,282 $78,111 

Deferred Revenue $1,314,605 $1,326,725 

Net Pension Liability $628,633 $606,939 

 $2,068,163 $2,057,536 

  

Capital Asset Investment $1,414,264 $1,445,308 

Restricted-Nonexpendable $1,244,763 $1,312,883 

Restricted-Expendable $106,158 $144,512 

Unrestricted -$441,340 -$108,715 

     Total Net Position $2,232,845 $2,793,988 
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Statement of Activities - The Statement of Activities shows the sources of the District’s 
changes in net position as they arise through our burial operations.  Insofar as the District is 
primarily a single function Special District, this statement has little to compare.  Nevertheless, a 
condensed Statement of Activities showing FY 2015-2016 is shown in the following table: 
 

                            Statement of Activities  

    

Government Activities FY 2014-15 FY 2015-16

Expenses    

   Cemetery $1,010,350 $919,810

   less Charges for Services $450,170 $509,067

      Total Activities $560,180 $410,743

Revenues 

   Property Tax $711,563 $736,252

   Unrestricted Invest. Earning $50,449 $66,551

   Miscellaneous $11,317 $9,963

   Contributions to Endowment $64,960 $68,120

Total General Rev. and Trans $838,289 $880,886

 
Changes in Net Position $278,109 $470,143

Prior Period Adjustment $775,773 $0

Net Position, prior year $2,045,736 $2,323,845

Net Position, current year $2,323,845 $2,793,988

     

   Capital Assets 
 
As of June 30, 2016, the District’s investment in capital assets for its mandated activities was 
$1,445,308.  This investment in capital assets includes buildings, roads, improvements, 
equipment, and construction in progress.  
 
The 15 acre almond orchard located at the Shafter Cemetery that is owned by the District 
reached its fifteenth crop year.  We have a contract with the present lessee, Handel-Wilson 
Farms, which relieves the District of any responsibility for the direct operational costs of the 
orchard.  In return, we receive 20% of the gross nutmeats sold through the processor, chosen 
by the lessee, at the prevailing price.  
 
An additional 20 acres is located at the Wasco Cemetery that is leased as bare ground to 
Holtermann Farms.  They maintain the almond trees and pay a bi-annual land payment as 
described in the contract.  Additional information on the District’s capital assets can be found 
within the audit. 
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   Long-Term Debt  
 
The District’s long-term debt consists of accrued unused employee vacation and sick leave.  
This accrual has been incurred over time which the District is obligated to pay to the employee 
upon retirement.  With our current employees, we do not know when any new retirements will 
occur.  Another medium-term obligation is the internal borrowing of money to pay off the PERS 
side-fund for the District.  This money was a ten year appropriation from our contracts fund and 
is currently in its fifth year of payback. As a part of being a part of PERS we have a Unfunded 
Actuarial Liability (UAL), in the past this was included in our bi-weekly payments to PERS. Now 
PERS has this UAL broken out and each participant funds their amount separately. The district 
has chosen to pay a portion of this UAL requirement each year with the knowledge that if PERS 
receives higher investment interest this requirement will be reduced. 
 
 
   Economic events that may financially impact the District 
 
The District is dependent on burials and property tax within its boundaries to maintain and 
expand the scope of our existing programs.  Therefore, the District is affected more by 
independent outside influences than any specific economic conditions that can be controlled.  
As California continues to see a very small recovery pace in this fiscal year, we are continuing 
to see an increase of property taxes.  As oil prices continue to drop we will see a reduced oil tax 
income and a related increase in tax liability as oil values are reviewed from previous years. 
 
Over the years, the State of California has taken local property tax money to augment its 
budget.  In the current year, the state continues to struggle with their inability to control spending 
on new programs.  Potentially, the State has the authority to borrow funds from Special Districts 
to balance their budget. This has been done in the past and the State is required to pay it back 
over a specific time frame.  
 
Water is critical to our needs and expensive. The district is continuing to reduce its water use by 
about 25% which starting with the Governors Executive Order B-26-14 and B-28-14.  Also, due 
to the current drought conditions, our surface water has been reduced; the district has lessened 
that dependency by using water from a new well at the Wasco location.  Previously, we use 
water exclusively from the Friant canal and had spent significantly less on water costs.  
 
We have seen our burial numbers increase slightly over the past five years and this year has 
seen a very slight increase in actual burials.  But, we look at the trends for the last five years we 
again expect to see an average of about 242 burials to continue this next year, which is slightly 
higher than the 235 burials that were budgeted.  The cremation burial aspect of our business is 
changing and we continue to look at maintaining and improving this opportunity at each District 
location.  We are expecting to add more cremation options for families to choose from at both 
cemeteries.  Cremation burials are on the rise as a whole nationwide and particularly on the 
West Coast, and the District has seen a 20% cremation rate for the last three years.  As 
cremations continue to rise, it is probable that our total burials will remain static.  On the other 
hand, the increase of cremation burials allows for less manpower in completing our current 
services demand.  
 
The development of the Federal Veterans Cemetery in Bakersfield has also impacted the burial 
of veterans in our cemetery and will continue to be a factor insofar as veterans and their spouse 
are buried free in the Federal Veterans Cemetery. 
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This past fiscal year we were able to operate without any transfers from our funds to maintain 
the budget. We are operating solely on the money that we receive from burials, property tax 
income and income generated from the lease almond trees and property in two parcels of 
contiguous land that we own. It is not expected to need this property for years to come. 
 
A look at the District reserve funds is as follows: 
 

Endowment Care Fund: This is money required by law to be collected at the sale 
of each burial interment right as stated in the California Health and Safety Code 
§8738 et.al. The principle from this money is restricted to investment only, but as 
a policy of the District and allowed by law; the accrued interest is available to be 
used to keep the cemetery maintained now and in the future.  The principle 
amount collected is invested with the County of Kern.  This principle is kept 
separate from the interest which is invested in long term investments outside the 
county as allowed by district policy and state law. 
 
Contract Sales Fund: This fund is a pooling of the pre-need sales for services 
that the District is obligated to honor at the time of burial.  In each annual budget 
the transfer is shown that moves money from the contract sales fund to the 
general operating fund for the contracts for services used the previous year.  This 
transfer is made at the prevailing burial rate using accrued interest to make up 
the difference.  The fund and its excess interest can be used for the general fund 
for cemetery operations as long as the District retains the necessary fund 
balance to pay for the burials that occur during the next fiscal year.  Both interest 
and principle is invested with the County of Kern in the Contract Sales Fund. 
 
Land Reserve Fund: This is a reserve fund for future development or land 
purchases.  20% of the burial interment right price at the time of sale is collected 
in this fund for future use.  
 

   Contacting the District’s Financial Management 
 
This financial management report as required by law is designed to provide any interested 
parties with a general overview of the District’s finances and to demonstrate its accountability for 
money received and spent.  This report is intended to be objective using the accounting and 
policy information available at the time.  It is not intended to be subjective by nature, but 
information included may be construed as such.  If you have any questions about this report or 
wish to request additional financial information, please write the Kern County Cemetery District, 
PO Box 354, Shafter, CA 93263. 
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STATEMENT OF NET POSITION 

June 30, 2016 

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

Assets:
Cash and Investments 3,034,660$            
Receivables, net 101,390                 
Intventory 275,273                 
Capital Assets, not being depreciated 353,340                 
Depreciable Capital Assets,

net of accumulated depreciation 1,091,968              

Total Assets 4,856,631              

Deferred Outflows of Resources:
Deferred Pensions 38,065                    

Total Deferred Outflows of Resources 38,065                    

Liabilities:
Accounts Payable 23,180                    
Accrued Wages 22,581                    
Accrued Compensated Absences 78,111                    
Net Pension Liability 606,939                 
Unearned Revenue 1,326,725              

Total Liabilities 2,057,536              

Deferred Inflows of Resources:
Deferred Pensions 43,172                    

Total Deferred Inflows of Resources 43,172                    

Net Position:
Net Invested in Capital Assets 1,445,308              
Restricted for Endowment Care - Nonexpendable 1,312,883              
Restricted for Endowment Care - Expendable 144,512                 
Unrestricted (108,715)                

Net Position 2,793,988$            



Public Cemetery District No. 1 of Kern County 
STATEMENT OF ACTIVITIES 

Year ended June 30, 2016 

The accompanying notes are an integral part of these financial statements. 
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Net (Expenses)

Operating Capital Revenues and
Functions / Programs Charges for Contributions Contributions Changes in Net Position

Expenses Services and Grants and Grants Governmental Activities

Governmental Activities:
Cemetery 919,810$           509,067$           -$                  -$                  (410,743)$                       

Total Governmental Activities 919,810$           509,067$           -$                  -$                  (410,743)$                       

General Revenues:
Property Tax 736,252                          
Unrestricted investment earnings 66,551                            
Miscellaneous 9,963                             

Contributions to Permanent Funds 68,120                            
Total General Revenues and Contributions 880,886                          

Changes in Net Position 470,143                          

Net Position, Beginning 2,323,845                       

Net Position, Ending 2,793,988$                     

Program Revenues



Public Cemetery District No. 1 of Kern County 
BALANCE SHEET – GOVERNMENTAL FUNDS 

June 30, 2016 

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

Fund Fund Governmental

Assets:
Cash and Investments 1,585,165$             1,449,495$             3,034,660$            
Receivables, net 101,390                  -                          101,390                 
Due From Other Funds -                          7,900                      7,900                     
Inventories 275,273                  -                          275,273                 

Total Assets 1,961,828$             1,457,395$             3,419,223$            

Liabilities:
Accounts Payable 23,180$                  -$                        23,180$                 
Accrued Wages 22,581                    -                          22,581                   
Due To Other Funds 7,900                      -                          7,900                     
Deferred Revenue 1,326,725               -                          1,326,725              

Total Liabilities 1,380,386               -                          1,380,386              

Fund Balances:
Nonspendable:

Inventories 275,273                  -                          275,273                 
Cemetery Endowment Care -                          1,312,883               1,312,883              

Restricted:
Cemetery Maintenance -                          144,512                  144,512                 

Unassigned 306,169                  -                          306,169                 

Total Fund Balance 581,442                  1,457,395               2,038,837              

    Total Liabilities & Fund Balance 1,961,828$             1,457,395$             3,419,223$            

 
 



Public Cemetery District No. 1 of Kern County 
RECONCILIATION OF THE FUND BALANCES OF GOVERNMENTAL FUNDS TO THE 

NET POSITION OF GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET POSITION 
June 30, 2016 

The accompanying notes are an integral part of these financial statements. 
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Fund balances of governmental funds 2,038,837$          

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

Capital assets used in governmental activities are not current financial
resources, and therefore, are not reported in the Governmental Funds
Balance Sheet.  However, the Statement of Net Position includes those
capital assets among the assets of the District as a whole.

Beginning Balance, net of depreciation 1,414,264$     
Current Year Additions 97,365             
Current Year Deletions -                   
Current Year Depreciation (66,321)            

Ending Balance, net of depreciation 1,445,308            

Deferred outflows of resources for the pension plan are reported
in the Statement of Net Position. 38,065                 

Deferred inflows of resources for the pension plan are reported
in the Statement of Net Position. (43,172)                

Long-term liabilities are not due and payable in the current period, and
therefore, are not reported as liabilities in the Governmental Funds
Balance Sheet.  All liabilities, both current and long-term, are reported
in the Statement of Net Position.

Net Pension Liability (606,939)         
Compensated Absences (78,111)            

Total Long-Term Liabilities (685,050)              

Net position of governmental activities 2,793,988$          
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 
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GOVERNMENTAL FUNDS 
Year ended June 30, 2016 

The accompanying notes are an integral part of these financial statements. 
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General Permanent Total
Fund Fund Governmental

Revenues:
Property Taxes 736,252$               -$                       736,252$               
Burials 509,067                 68,120                   577,187                 
Use of Money or Property 28,197                   38,354                   66,551                   
Miscellaneous 9,963                     -                         9,963                     

Total Revenues 1,283,479              106,474                 1,389,953              

Expenditures:
Current:

Salaries and Employee Benefits 676,100                 -                         676,100                 
Services and Supplies 319,097                 -                         319,097                 

Capital Outlay:
General Capital Outlay 98,242                   -                         98,242                   

Total Expenditures 1,093,439              -                         1,093,439              

Revenues Over (Under) Expenditures 190,040                 106,474                 296,514                 

Other Financing Sources (Uses):
Operating Transfers In (Out) -                         -                         -                         

Total Other Financing Sources (Uses) -                         -                         -                         

Net Change in Fund Balances 190,040                 106,474                 296,514                 

Fund Balance - Beginning 391,402                 1,350,921              1,742,323              

Fund Balance - Ending 581,442$               1,457,395$            2,038,837$            
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Net change in fund balance - total governmental funds 296,514$             

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

Government funds report capital outlay as expenditures.  However,
in the Statement of Activities, the costs of those assets is allocated
over their estimated useful lives, and reported as depreciation expense.
This is the amount by which capital expenditures ($97,365) exceeded 
depreciation ($66,321) in the current period. 31,044                 

The change in accrued net pension liability does not require the use
of current financial resources and therefore is not reported as an
expenditure in government funds. 150,414               

Long-term compensated absence expenses reported in the Statement
of Activities do not require the use of current financial resources and
therefore are not reported as expenditures in government funds. (7,829)                  

Change in net position of governmental activities 470,143$             
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Note 1 – Summary of Significant Accounting Policies 
 
The accompanying financial statements of the Public Cemetery District No. 1 of Kern County (the "District") 
have been prepared in conformity with U.S. generally accepted accounting principles as prescribed by the 
Governmental Accounting Standards Board (GASB).  The following summary of the District’s more significant 
accounting policies is presented to assist the reader in interpreting the basic financial statements and other 
data in this report.  These policies should be viewed as an integral part of the accompanying basic financial 
statements. 
 
A - Reporting Entity 
 

The District was established on July 23, 1928 pursuant to Part 4 of division 8 of the Health and Safety 
Code.  The District is governed by a board of trustees consisting of three members appointed by the 
County Board of Supervisors for a term of four years.  The District operates and maintains two cemeteries 
located in Shafter and Wasco areas of Kern County.  Use of the cemeteries is limited to burial of residents 
of the District or for a family of a resident who has purchased a burial lot, or such nonresident of the District 
as may become eligible for burial in the District cemetery under the provisions of Sections 8921.2 of the 
Health and Safety Code. 

 
The District has defined its reporting entity in accordance with accounting principles generally accepted in 
the United States of America which provide guidance for determining which governmental activities, 
organizations, and functions should be included in the reporting entity. The Basic Financial Statements 
present information on the activities of the reporting entity, including all of the fund types and account 
groups of the District. 

 
B - Basis of Presentation 
 

Government-Wide Financial Statements 
 

The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all of the nonfiduciary activities of the primary government. For the most 
part, the effect of interfund activity has been removed from these statements. Governmental activities, 
which normally are supported by taxes and intergovernmental revenues, are reported separately from 
business-type activities, which rely to a significant extent on fees and charges for support. 

 
The statement of activities demonstrates the degree to which the direct expenses of a given function or 
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a 
specific function or segment. Indirect expenses have been allocated to major functions in order to 
present a more accurate and complete picture of the cost of services. Program revenues include 1) 
charges to customers or applicants who purchase, use, or directly benefit from goods, services, or 
privileges provided by a given function or segment and 2) grants and contributions that are restricted to 
meeting the operational or capital requirements of a particular function or segment. Taxes and other 
items not properly included among program revenues are reported instead as general revenues. 

 
Separate financial statements are provided for governmental funds, proprietary funds and fiduciary 
funds, even though the later are excluded from the government-wide financial statements. Major 
individual governmental funds and major individual enterprise funds are reported as separate columns 
in the fund financial statements. 
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Note 1 – Summary of Significant Accounting Policies, (continued) 
 

Fund Financial Statements 
 

The accounting system of the District is organized and operated on the basis of separate funds, each of 
which is considered to be a separate accounting entity. Each fund is accounted for by providing a 
separate set of self-balancing accounts that constitute its assets, liabilities, fund equity, revenues, and 
expenditures/expenses. Funds are organized into three major categories:  governmental, proprietary, 
and fiduciary. An emphasis is placed on major funds within the governmental and proprietary 
categories. A fund is considered major if it is the primary operation fund of the District or meets the 
following criteria: 

 
a. Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental or 

enterprise fund are at least 10 percent of the corresponding total for all funds of that category or 
type; and 

 
b. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental fund or 

enterprise fund are at least 5 percent of the corresponding total for all governmental and enterprise 
funds combined. 

 

c. The government has determined that a fund is important to the financial statement user. 

 
The major funds are as follows: 

 
Governmental Funds 
 
The General Fund is the general operating fund of the District. It is used to account for all financial 
resources except those required to be accounted for in another fund.  The revenues of the General 
Fund consist mostly of property tax and user fees. 
 
The Permanent Fund is used to report resources that are legally restricted to the extent that only 
earnings, and not principal, may be used for purposes that support the District’s programs.  The 
Permanent Fund consists of the endowment funds received for the ongoing support and maintenance 
of the grounds and facilities. 
 
Proprietary Funds 
 
None 
 
Fiduciary Fund 
 
None 
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Note 1 – Summary of Significant Accounting Policies, (continued) 

 
C - Measurement Focus and Basis of Accounting 
 
Measurement focus is a term used to describe “which” transactions are recorded within the various financial 
statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement 
focus applied. 
 

Measurement Focus 
 
On the government-wide Statement of Net Position and the Statement of Activities, both governmental 
and business-like activities are presented using the economic resources measurement focus. The 
accounting objectives of the economic measurement focus are the determination of operating income, 
changes in net position (or cost recovery), financial position, and cash flows. All assets and liabilities 
(whether current or noncurrent) associated with their activities are reported. 

 
In the fund financial statements, the “current financial resources” measurement focus or the “economic 
resources” measurement focus is used as appropriate: 
 
 All governmental funds utilize a “current financial resources” measurement focus. Only current 

financial assets and liabilities are generally included on their balance sheets. Their operating 
statements present sources and uses of available spendable financial resources during a given 
period. These funds use fund balance as their measure of available spendable financial resources 
at the end of the period. 

 
Basis of Accounting 

 
In the government-wide Statement of Net Position and Statement of Activities, both governmental and 
business-like activities are presented using the accrual basis of accounting. Under the accrual basis of 
accounting, revenues are recognized when earned and expenses are recorded when the liability is 
incurred or economic asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting 
from exchange and exchange-like transactions are recognized when the exchange takes place. 

 
In the fund financial statements, governmental funds are presented on the modified accrual basis of 
accounting. Under this modified accrual basis of accounting, revenues are recognized when 
“measurable and available”. Measurable means knowing or being able to reasonably estimate the 
amount. Available means collectible within the current period or soon enough thereafter to pay current 
liabilities. Revenues which are susceptible to accrual include property taxes and special assessments 
that are levied for and due for the fiscal year and collected within 60 days after year-end. Charges for 
services and miscellaneous revenues are recorded as governmental fund type revenues when received 
in cash because they are not generally measurable until actually received. Grant funds and 
reimbursements of expenses under contractual agreements are reported in governmental fund types 
and are recorded as a receivable when earned rather than when susceptible to accrual. Generally, this 
occurs when authorized expenditures are made under the grant program or contractual agreement. 
Expenditures are recognized when the fund liability is incurred, if measurable, except for unmatured 
interest on long-term debt, which is recognized when due. 
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Note 1 – Summary of Significant Accounting Policies, (continued) 
 

D - Assets, Liabilities, Net Position or Equity, and Other Financial Statement Items 
 

Cash and Investments 
 

Cash balances of each of the District’s funds are held in separate accounts. California Government 
Code authorizes the District to invest in the following types of investments: 
 

Maximum Minimum
Maximum Specified % Quality

Investment Type Maturity Of Portfolio Requirements

Local Agency Bonds 5 Years None None
U.S. Treasury Obligations 5 Years None None
State Obligations 5 Years None None
CA Local Agency Obligations 5 Years None None
U.S. Agency Obligations 5 Years None None
Bankers' Acceptance 180 Days 40% None
Commercial Paper - Select Agencies 270 Days 25% A-1
Commercial Paper - Other Agencies 270 Days 40% A-1
Negotiable Certificates of Deposit 5 Years 30% None
CD Placement Service 5 Years 30% None
Repurchase Agreements 1 Year None None
Reverse Repurchase Agreements 92 Days 20% None
Medium-Term Notes 5 Years 30% A
Mutual and Money Market Fund N/A 20% Multiple
Collateralized Bank Deposits 5 Years None None
Mortgage Pass-Through Securities 5 Years 20% AA
Bank/Time Deposits 5 Years None None
County Pooled Investment Funds N/A None None
Joint Powers Authority Pool N/A None Multiple
Local Agency Investment Fund (LAIF) N/A None None

 
 

Receivables and Payables 
 

Activity between funds that are representative of lending/borrowing arrangements outstanding at the 
end of the fiscal year are referred to as interfund receivables/interfund payables (i.e., the current portion 
of interfund loans) or advances to/from other funds (the noncurrent portion) of interfund loans. All other 
outstanding balances between funds are reported as interfund receivables/interfund payables.  

 
Advances between funds, as reported in the fund financial statements, are offset by a fund balance 
reserve account in applicable governmental funds to indicate that they are not available for 
appropriation and are not expendable available financial resources. 

 
All trade and tax receivables are shown net of an allowance for uncollectible accounts and estimated 
refunds due. 

 
 
 
 
 



Public Cemetery District No. 1 of Kern County 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

June 30, 2016 

19 

 
 
Note 1 – Summary of Significant Accounting Policies, (continued) 
 

Property Taxes 
 

Secured property taxes are levied during September of each year for the fiscal year beginning with the 
preceding July 1 and ending the following June 30. They become a lien on real property on January 1 
preceding the fiscal year for which taxes are levied. The Kern County Assessor establishes the value of 
the property on January 1. Taxes are payable in two installments on November 1 and February 1, and 
are delinquent if not paid by December 10 and April 10, respectively. In 1978, a state constitutional 
amendment (Proposition 13) provided that the tax rate be limited to 1% of market value, levied only by 
the County and shared with all other jurisdictions.  Such limitation on the rate may only be increased 
through voter approval.  The County collects property taxes and distributes them to taxing jurisdictions 
on the basis of the taxing jurisdiction’s assessed valuations and on the tax rate for voter-approved debt. 
 

Inventories 
 

Inventories are valued at cost. Cost is determined using the first-in, first-out method. Inventories are 
capitalized under the consumption method, whereby expenditures are capitalized as inventory until 
used. Reported inventories in governmental funds are equally offset by a fund balance reserve, which 
indicates that they do not constitute “available expendable resources” even though they are a 
component of net current position. 
 

Capital Assets and Depreciation 
 

Capital assets, which include property, plant, equipment and infrastructure assets (e.g., roads, irrigation 
and drainage systems and similar items), are reported in the applicable governmental or business-type 
activities column in the government-wide financial statements. Capital assets are defined by the District 
as assets with an initial cost of more than $1,000 ($5,000 for infrastructure) and an estimated life in 
excess of one year. Such assets are recorded at historical cost or estimated historical cost if purchased 
or constructed. Donated capital assets are recorded at estimated fair market value at the date of 
donation. 

 
The cost of normal maintenance and repairs that do not add to the value of the asset or materially 
extend asset lives are not capitalized. 

 
Property, plant and equipment of the primary government as well as the component units, are 
depreciated using the straight-line method over the following estimated useful lives: 

 
Assets Years

Buildings 40
Improvements other than buildings 20
Machinery and Equipment 5 - 8
Infrastructure 20 - 75
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Note 1 – Summary of Significant Accounting Policies, (continued) 
 

Compensated Absences 
 

It is the District’s policy to permit employees to accumulate earned but unused vacation and sick pay 
benefits. All vacation pay and one-half of sick pay is accrued when incurred in the government-wide 
financial statements. A liability for these amounts is reported in governmental funds only if they have 
matured, for example, as a result of employee resignations and retirements. 

 
Pensions 

 
For the year ended June 30, 2015, the District implemented GASB Statements No. 68 “Accounting and 
Financial Reporting for Pensions – an amendment of GASB Statement No. 27” and No. 71 “Pension 
Transition for Contributions Made Subsequent to the Measurement Date – an amendment to GASB 
Statement No. 68”. 
 
In government-wide financial statements, retirement plans (pensions) are required to be recognized 
and disclosed using the accrual basis of accounting, regardless of the amount recognized as pension 
expenditures on the governmental fund statements, which use the modified accrual basis of 
accounting. 
 
In general, the District recognizes a net pension liability that represents the District’s proportionate 
share of the excess of the total pension liability over the fiduciary net position of the pension reflected in 
the actuarial reports provided by CalPERS. The net pension liability is measured as of the District’s 
prior fiscal year-end. Changes in the net pension liability are recorded in the period incurred as pension 
expense or as deferred inflows of resources or deferred outflows of resources depending on the nature 
of the change. The change in net pension liability that are recorded as deferred inflows of resources or 
deferred outflows of resources (that arise from changes in actuarial assumptions or other inputs and 
differences between expected or actual experience) are amortized straight-line over the average 
expected remaining service lives of all members that are provided with benefits as of the beginning of 
the measurement period and are recorded as a component of pension expense. 
 
For purposes of measuring the net pension liability and deferred outflows/inflows or resources relating 
to pension and pension expense, information about the fiduciary net position of the District’s pension 
plan with CalPERS and additions to/deductions from the plan’s fiduciary net position have been 
determined on the same basis as they are reported by CalPERS. For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms. Investments are reported at fair value. 
 
Projected earnings on pension investments are recognized as a component of pension expense. 
Differences between projected and actual investment earnings are reported as deferred inflows of 
resources or deferred outflows of resources and amortized as a component of pension expense on a 
closed basis over a five-year period. 
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Note 1 – Summary of Significant Accounting Policies, (continued) 
 

Net Position 
 

The government-wide financial statements utilize a net position presentation. Net position is 
categorized as follows: 
 
Net Invested In Capital Assets – This category groups all capital assets, including infrastructure, into 
one component of net position. Accumulated depreciation and the outstanding balances of debt that are 
attributable to the acquisition, construction or improvement of these assets reduce the balance in this 
category. 

 
Restricted Net Position – This category presents external restrictions imposed by creditors, grantors, 
contributors or laws or regulations of other governments and restrictions imposed by law through 
constitutional provisions or enabling legislation. The government-wide statement of net position reports 
restricted net position of $1,457,395 due to the external laws that restrict the use of cemetery 
endowment funds. 
 
Unrestricted Net Position – This category represents net position of the District, not restricted for any 
project or other purpose. 
 
When both restricted and unrestricted net position are available, it is the District’s policy to use 
restricted net position first, and then unrestricted net position as they are needed. 
 

Fund Balance – Government Funds 
 
Fund balances of the governmental funds are presented in the financial statements based on 
classifications that comprise a hierarchy that is based primarily on the extent to which the District is 
bound to honor constraints on the specific purposes for which amounts in the respective governmental 
funds can be spent. Fund balances are classified as follows: 
 
Nonspendable – Amounts that cannot be spent either because they are not in a spendable form or 
because they are legally or contractually required to be maintained intact. 
 
Restricted – Amounts restricted by external sources (creditors, laws of other governments, etc.) or by 
constitutional provision or enabling legislation. 
 
Committed – Amounts that can be used only for specific purposes determined by a formal action by 
Board of Director resolution. This includes the budget reserve account. 
 
Assigned – Amounts the District intends to use for a specific purpose, but do not meet the definition of 
restricted or committed fund balance. Amounts may be assigned by the District Manager. 
 
Unassigned – All other spendable amounts. 

 
When expenditures are incurred for purposes for which all restricted, committed, assigned, and 
unassigned fund balances are available, the District’s policy is to apply in the following order, except for 
instances wherein an ordinance specifies the fund balance: Restricted, Committed, Assigned, and 
Unassigned. 
 
The District does not have a formal minimum fund balance requirements. 
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Note 1 – Summary of Significant Accounting Policies, (continued) 
 

Appropriated Budget and Budgetary Control 
 

The Board of Trustees is required to adopt an annual budget resolution by July 1 of each fiscal year for 
the General Fund. The budget is presented for reporting purposes on a budgetary basis consistent with 
accounting principles generally accepted in the United States of America. 

 
The level of appropriated budgetary control is at the functional departmental level. The District Manager 
may authorize transfers of appropriations within a departmental function. Expenditures may not legally 
exceed total departmental appropriations. Supplemental appropriations during the year must be 
approved by the Board of Trustees by a majority vote. Unexpended or unencumbered appropriations 
lapse at the end of the fiscal year. Encumbered appropriations are reappropriated in the ensuing year’s 
budget. 

 
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 that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date 
of the financial statements and the reported amounts of revenues and expenditures/expenses during 
the reporting period. Actual results could differ from those estimates. 

 
Deferred Compensation Plan 

 
The District offers its employees a deferred compensation plan created in accordance with the Internal 
Revenue Code Section 457.  The plan, available to all District employees, permits them to defer a 
portion of their salary until future years.  The deferred compensation is not available to employees until 
termination, retirement, death, or unforeseeable emergency.  The assets, all property and rights 
purchased with such amounts and all income attributable to such amounts, are held in trust for the 
exclusive benefit of the participants and the beneficiaries.  The plan is administered by independent 
plan administrators through administrative service agreements.  The District does not have fiduciary 
responsibility for the plan assets. 

 
Note 2 – Cash and Investments 
 
The following is a summary of the District’s cash, cash equivalents, and investments with fiscal agents at June 
30, 2016: 

 
Cash on Hand 650$                      
Demand Deposits 155,684                 
Nonnegotiable CDs 284,163                 
Investments 2,594,163              

Total 3,034,660$            
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Note 2 – Cash and Investments, (continued) 
 
Deposits: 
 

Custodial credit risk – In the case of deposits, this is the risk that in the event of a bank failure, the 
District’s deposits may not be returned to it.  The District has no deposit policy for custodial credit risk.  At 
June 30, 2016, the District has $189,847 exposed to custodial credit risk as the demand deposit and 
nonnegotiable cd balance exceeded the FDIC insurance. At other times throughout the year these 
balances may exceed the federally insured limit. 
  

Investments: 
 

The District had the following investments at June 30, 2016: 
 

Fair Value

Cash held by County of Kern 1,994,524$       
Wells Fargo Money Market Account 6,328                 
Debt Investments: Maturities

Corporate Bonds 234,513             1-4 years
Government Bonds 170,207             9-17 years
Government Backed Debt Securities (GNMA & FNMA) 16,676               7-23 years
Mutual Funds 171,915             n/a

2,594,163$       
 

 
Interest rate risk – The District’s maturities in debt investments range from two to twenty-four years as 
identified above. The District’s policy for interest rate risk is to accept this risk. The District may attempt to 
mitigate this risk by laddering the investment portfolio over a series of years. 
 
Credit risk – The District is required to disclose the credit quality ratings of investments in debt securities 
as issued by nationally recognized statistical rating organizations (NRSROs).  At June 30, 2016, the 
District’s investments in Corporate Bonds were rated A-, and BBB+ by Standard and Poor’s. The 
investment in Government Bonds was rated AA+ by Standard and Poor’s. Ratings for investments in 
Government Backed Debt Securities are not required to be disclosed since they are backed by the Federal 
government.  The rating for the Wells Fargo Money Market Account was unavailable at June 30, 2016.  
The District’s credit risk policy requires investments in debt securities bear a Standard and Poor’s financial 
rating of AAA at the time of the investment. 
 
Concentration of credit risk – At June 30, 2016 more than 5% of the District’s investments were held by 
the County of Kern and Wells Fargo. The District’s policy is to accept concentrations of credit risk as long 
as the District’s primary investment objectives of capital preservation and liquidity are maintained. 
 
Custodial credit risk – For an investment, this is the risk that, in the event of the failure of the 
counterparty, the District will not be able to recover the value of its investments or collateral securities that 
are in the possession of an outside party. At June 30, 2016 all debt investments are held by the 
investment’s counterparty, not in the District’s name.  The District’s policy is to accept custodial credit risk 
to the extent there is Securities Investor Protection Coverage (SIPC) and excess SIPC available. Securities 
purchased that exceed available SIPC shall be transferred to the Districts custodian. 
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Note 3 – Receivables 
 
Receivables at June 30, 2016 consist of the following: 
 

Total
General Permanent Governmental

Governmental Activities:
Contract Sales Receivable 97,678$                    -$                         97,678$                    
Taxes Receivable 3,712                        -                           3,712                        
Less Allowance for Doubtful Accounts -                           -                           -                           

Total 101,390$                  -$                         101,390$                  
 

 
Note 4 – Interfund Receivables, Payables, Advances and Transfers 
 
The composition of interfund balances as of June 30, 2016 is as follows: 
 

Due From Due To
Fund Other Funds Other Funds

Government Funds:
General Fund -$                   7,900$               
Permanent Fund 7,900                 -                     

Total Governmental Funds 7,900                 7,900                 

 
 
Composition and purpose of interfund receivables and payables is as follows: 
 

$7,900 is owed from the General Fund to the Permanent Fund.  This amount represents endowment 
money collected by the General Fund that had not been transferred to the Permanent Fund as of June 30, 
2016. 

 
Note 5 – Inventory 
 
At June 30, 2016, the General Fund had in Inventory various sized crypts, vaults and liners with an aggregate 
value of $275,273.  
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Note 6 – Capital Assets 
 
Capital asset activity for the year ended June 30, 2016 is as follows: 
 

Balance Balance
Governmental Activities June 30, 2015 Additions Deletions June 30, 2016

Capital assets, not being depreciated:
Land 353,340$            -$                   -$                   353,340$           
Construction in Progress -                      -                     -                     -                     

Total capital assets, not being depreciated 353,340              -                     -                     353,340             

Capital assets, being depreciated:
Buildings and Improvements 1,742,359           -                     -                     1,742,359          
Machinery and Equipment 526,957              97,365               -                     624,322             

Total capital assets, being depreciated 2,269,316           97,365               -                     2,366,681          

Less accumulated depreciation for:
Buildings and Improvements 714,822              48,401               -                     763,223             
Machinery and Equipment 493,570              17,920               -                     511,490             

Total accumulated depreciation 1,208,392           66,321               -                     1,274,713          

Total capital assets, being depreciated, net 1,060,924         31,044             -                    1,091,968        

Governmental activities capital assets, net 1,414,264$       31,044$           -$                  1,445,308$      

 
Depreciation charged to Cemetery Services on the Statement of Activities during the year was $66,321. 
 
Note 7 – Compensated Absences 
 

Balance Balance Due Within
June 30, 2015 Additions Delitions June 30, 2016 One Year

Governmental Activities:
Compensated Absences 70,282$             7,829$               -$                  78,111$             -$                 

 
 
Note 8 – Unearned Revenue 
 
Unearned Revenue consists of moneys received where the District has not yet incurred the qualifying 
expenditures. At June 30, 2016 the District had unearned pre-need burial sales of $1,326,725. 
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Note 9 – Deferred Outflows and Inflows of Resources 
 
Pursuant to GASB Statement No. 63, “Financial Reporting of Deferred Outflows of Resources, Deferred 
Inflows of Resources, and Net Position,” and GASB Statement No. 65, “Items Previously Reported as Assets 
and Liabilities,” the District recognizes deferred outflows and inflows of resources. 
 
In addition to assets, the Statement of Financial Position will sometimes report a separate section for deferred 
outflows of resources. A deferred outflow of resources is defined as a consumption of net position that applies 
to a future reporting period and so will not be recognized as an expense or expenditure until then. The District 
has one item reportable on the Governmentwide Statement of Net Position that meets this criterion, the 
outflows from changes in the net pension liability. 
 
In addition to liabilities, the Statement of Financial Position will sometimes report a separate section for 
deferred inflows of resources. A deferred inflows of resources is defined as an acquisition of net position that 
applies to a future reporting period and so will not be recognized as revenue until then. The District has one 
item reportable on the Governmentwide Statement of Net Position that meets this criterion, the inflows from 
changes in the net pension liability. 
 
Note 10 – Public Entity Risk Pools 
 
The District maintains self-insurance programs for workers’ compensation, property, and liability coverage 
through its membership in the Special Districts Risk Management Authority (SDRMA). SDRMA is composed of 
California public entities and is organized under a joint powers agreement pursuant to California Government 
Code. The purpose of the Authority is to arrange and administer programs for the pooling of self-insurance 
losses, to purchase excess insurance or reinsurance, and to arrange for group-purchased insurance and 
administrative services. The Board of Directors is composed of nine members elected by the districts who are 
participating in the Authority. The District does not exercise any control over activities of the Authority beyond 
its representation on the Board of Directors. Contributions are determined in advance of each membership 
year and members are subject to dividends and/or assessments. 
 
The District did not have settled claims that exceeded the District’s commercial insurance coverage in any of 
the past three years. 
 
The District’s deductibles and maximum coverage are as follows: 
 

Coverage Description Deductibles Limit

General Liability $500 on property damage $2.5 million per occurrence,
per occurrence no annual aggregate

Auto Liability $1,000 on property damage $2.5 million per occurrence,
per occurrence no annual aggregate

Property $1,000 per occurrence Replacement cost with
$1 billion limit

Boiler & Machinery $1,000 per occurrence Repair/Replacement cost
with $100 million limit

Public Officials Personal $500 per claim $500,000 each occurrence /
Liability annual aggregate

Employee Dishonesty Coverage None $1 million per loss

Workers' Compensation and None $5 million for Employer's
Employer's Liability Liability and statutory limtis

for Worker's Compensation
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Note 10 – Public Entity Risk Pools, (continued) 
 
The latest audited financial information available from SDRMA is for the year ended June 30, 2015 as follows: 
 

Total Assets 108,604,290$  
Total Liabilities 59,914,164      

Total Members' Equity 48,690,126$    

Total Revenue 57,317,949$    
Total Expenses 60,953,173      

Net Increase in Members' Equity (3,635,224)$     
 

 
Note 11 – Retirement Plan 
 
Plan Description. The District contributes to the Miscellaneous Plan (Plan) which is a cost sharing multiple 
employer defined benefit pension plan administered by the California Public Employees Retirement System 
(CalPERS). CalPERS acts as a common investment and administrative agent for participating public 
employers within the State of California. Benefit provisions are established by state statutes within the Public 
Employees’ Retirement Law.  The District selects optional benefit provisions from the benefit menu by contract 
with CalPERS and adopts those benefits through board resolution. CalPERS issues a separate comprehensive 
annual financial report which is publicly available and can be obtained at CalPERS’ website under Forms and 
Publications. 
 
Benefits Provided. CalPERS provides retirement and disability benefits, annual cost-of-living adjustments, 
and death benefits to plan members and plan beneficiaries. The District has two Tiers of benefits. Tier I – 
Applicable to employees hired prior to January 1, 2013, with a formula of 3% at age 60. Tier II – Applicable to 
new CalPERS members hired on or after January 1, 2013, as a result of Public Employees’ Pension Reform 
Act of 2013 (PEPRA) with a formula of 2.0% at age 62. There were no Tier II employees as of the June 30, 
2015 measurement date. 
 
As of the June 30, 2015 measurement date, the district had the following employees covered by benefit term: 
 

Inactive employees or beneficiaries
currently receiving benefits 7              

Inactive employees entitled to but
not yet receiving benefits -           

Active employees 6              

13            
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Note 11 – Retirement Plan, (continued) 
 
Contributions. Active plan members are required to contribute 8% of their annual covered salary.  The District 
makes 50% of the contributions required of District employees on their behalf and for their account.  The 
District is also required to contribute the actuarially determined annual required contributions necessary to fund 
the plans. The actuarial methods and assumptions used are those adopted by the CalPERS Board of 
Administration. The average required employer contribution rate for the fiscal year 2015-16 was 11.065% of 
annual covered salary. The contribution requirements of the plan members are established by State statute 
and the employer contribution rate is established and may be amended by CalPERS. 
 
Pension Liabilities, Pension Expense, Deferred Outflows of Resources, and Deferred Inflows of 
Resources. At June 30, 2016, the District reported a liability of $606,939 for its proportionate share of the net 
pension liability. The net pension liability was measured as of June 30, 2015, and the total pension liability 
used to calculate the net pension liability was determined by an actuarial valuation as of that date. The 
District's proportion of the net pension liability was based on a projection of the District's long-term share of 
contributions to the pension plan relative to the projected contributions of all participating entities, actuarially 
determined. At June 30, 2015, the District's proportion was 0.0221 percent, which was a decrease of 0.0033 
from its proportion measured as of June 30, 2014. 
 
For the year ended June 30, 2016, the District recognized pension income of $150,414. At June 30, 2016, the 
District reported deferred outflows of resources and deferred inflows of resources related to pensions from the 
following sources: 
 

Deferred Outflows Deferred Inflows
of Resources of Resources

Difference between expected and actual results 3,039$                   -$                       
Changes in assumptions -                         28,756                   
Net difference between projected and actual

earnings on Plan investments -                         14,416                   
Changes in proportion and differences between District

contributions and proportionate share of contributions -                         -                         
District contributions subsequent to measurement date 35,026                   -                         

Total 38,065$                 43,172$                 

 
The $35,026 of deferred outflows of resources resulting from the District’s contributions subsequent to the 
measurement date will be recognized as a reduction of the net pension liability in the year ending June 30, 
2017. Other amounts reported as deferred outflows of resources and deferred inflows of resources will be 
recognized in pension expense as follows: 
 

Year Ending June 30,
2016 (20,132)$        
2017 (20,132)          
2018 (18,295)          
2019 18,426           
2020 -                 
Remaining -                 
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Note 11 – Retirement Plan, (continued) 
 
Actuarial Methods and Assumptions. For the measurement period ending June 30, 2015 (the measurement 
date), the total pension liability was determined by rolling forward the June 30, 2014 total pension liability. Both 
the June 30, 2014 total pension liability and the June 30, 2015 total pension liability were based on the 
following actuarial methods and assumptions: 
 

Actuarial Cost Method Entry Age Normal in accordance with the requirements
of GASB Statement No. 68

Actuarial Assumptions
Discount Rate 7.65%
Inflation 2.75%
Salary Increases Varies by Entry Age and Service
Mortality Rate Table * Derived using CalPERS' Membership Data for all Funds
Post Retirement Benefit Increase Contract COLA up to 2.75% until Purchasing Power

Protection Allowance Floor on Purchasing Power applies,
2.75% thereafter

 
 

* The mortality table used was developed based on CalPERS’ specific data. The table includes 20 years of 
mortality improvements using Society of Actuaries Scale BB. For more details on this table, please refer to 
the 2014 experience study report. 

 
All other actuarial assumptions used in the June 30, 2014 valuation were based on the results of an actuarial 
experience study for the fiscal years 1997 to 2011, including updates to salary increase, mortality and 
retirement rates. The Experience Study report can be obtained at CalPERS’ website under Forms and 
Publications. 
 
Change of Assumption. GASB 68, paragraph 68 states that the long-term expected rate of return should be 
determined net of pension plan investment expense but without reduction for pension plan administrative 
expense. The discount rate was changed from 7.50% (net of administrative expense in 2014) to 7.65% as of 
June 30, 2015 measurement date to correct the adjustment which previously reduced the discount rate for 
administrative expense. 
 
Discount Rate. The discount rate used to measure the total pension liability was 7.65 percent. To determine 
whether the municipal bond rate should be used in the calculation of a discount rate for each plan, CalPERS 
stress tested plans that would most likely result in a discount rate that would be different from the actuarially 
assumed discount rate. Based on the testing, none of the tested plans run out of assets. Therefore, the current 
7.65 percent discount rate is adequate and the use of the municipal bond rate calculation is not necessary. The 
long term expected discount rate of 7.65 percent is applied to all plans in the Public Employees Retirement 
Fund. The stress test results are presented in a detailed report called “GASB Crossover Testing Report” that 
can be obtained at CalPERS’ website under the GASB 68 section. 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class.  
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Note 11 – Retirement Plan, (continued) 
 
In determining the long-term expected rate of return, both short-term and long-term market return expectations 
as well as the expected pension fund cash flows. Such cash flows were developed assuming that both 
members and employers will make their required contributions on time and as scheduled in all future years. 
Using historical returns of all the funds’ asset classes, expected compound (geometric) returns were calculated 
over the short-term (first 10 years) and the long-term (11-60 years) using the building-block approach. Using 
the expected nominal returns for both short-term and long-term, the present value of benefits was calculated. 
The expected rate of return was set by calculating the single equivalent expected return that arrived at the 
same present value of benefits for cash flows as the one calculated using both short-term and long-term 
returns. The expected rate of return was then set equivalent to the single equivalent rate calculated above and 
rounded down to the nearest one quarter of one percent. 
 
The long-term expected real rate of return by asset class can be found in CalPERS’ Comprehensive Annual 
Financial Report for the fiscal year ended June 30, 2015. 
 
Sensitivity of the Net Pension Liability to Changes in the Discount Rate. The following presents the net 
pension liability/(asset) of the Plan as of the measurement date, calculated using the discount rate of 7.50 
percent, as well as what the net pension liability/(asset) would be if it were calculated using a discount rate that 
is 1 percentage-point lower (6.50 percent) or 1 percentage-point higher (8.50 percent) than the current rate: 
 

Discount Rate - 1% Current Discount Discount Rate + 1%
(6.50%) Rate (7.50%) (8.50%)

Plan's Net Pension
Liability/(Asset) 1,017,879$                606,939$                   267,660$                   

 
 
Plan Fiduciary Net Position. Detailed information about the Plan’s fiduciary net position is available in the 
separately issued CalPERS financial report. The plan fiduciary net position may differ from the plan assets 
reported in the actuarial valuation report due to several reasons. First, for the accounting valuations, CalPERS 
must keep items such as deficiency reserves, fiduciary self-insurance and OPEB expense included in fiduciary 
net position. These amounts are excluded for rate setting purposes in your funding actuarial valuation. In 
addition, differences may result from early CAFR closing and final reconciled reserves. 
 
Amortization of Deferred Outflows and Deferred Inflows of Resources. Under GASB 68, actuarial gains 
and losses related to changes in total pension liability and fiduciary net position are recognized in pension 
expense systematically over time. 
 
The first amortized amounts are recognized in pension expense for the year the gain or loss occurs. The 
remaining amounts are categorized as deferred outflows and deferred inflows of resources related to pensions 
and are to be recognized in future pension expense. 
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Note 11 – Retirement Plan, (continued) 
 
The amortization period differs depending on the source of the gains or loss: 
 
 Difference between projected 5 year straight-line amortization 
 And actual earnings 
 

All other amounts Straight-line amortization over the average expected remaining 
service lives of all members that are provided with benefits 
(active, inactive, and retired) as of the beginning of the 
measurement period 

 
Deferred outflows of resources and deferred inflows of resources relating to Differences Between Expected 
and Actual Experience, Changes of Assumptions and employer-specific amounts should be amortized over the 
Expected Average Remaining Service Lifetime (EARSL) of members provided with pensions through the Plan. 
The EARSL for the June 30, 2015 measurement date is 3.8 years, which was obtained by dividing the total 
service years of 467,023 (the sum of remaining service lifetimes of the active employees) by 122,410 (the total 
number of participants: active, inactive, and retired). Inactive employees and retirees have remaining service 
lifetimes equal to 0. Total future service is based on the members’ probability of decrementing due to an event 
other than receiving a cash refund. 
 
Payable to the Pension Plan. At June 30, 2016, there is no outstanding amount of contributions payable to 
the pension plan required for the year ended June 30, 2016. 
 
Note 12 – Other Disclosures 
 
Economic Dependency 
Burial revenues from residents within the District’s boundaries represent 42% of the District’s revenue. 
Property taxes collected within the County of Kern represent 53% of the District’s revenues. 
 
Date of Management Evaluation 
Management has evaluated subsequent events through September 1, 2016, the date on which the financial 
statements were available to be issued. 
 
Excess of Expenditures over Appropriations 
For the year ended June 30, 2016, some expenditures exceeded appropriations. The over expenditures were 
funded from current tax revenue. 
 
Contingencies 
The District has a contingent property tax liability for its share of tax refund claims pending against the 
County of Kern attributable to taxes paid by property owners but disputed. Because both the amount of the 
contingency and the expected outcome cannot be determined, the liability has not been provided for in the 
financial statements. At June 30, 2015, the latest date reported by the County, the contingent liability was 
$153,250. 
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Schedule of District’s Proportionate Share of the Net Pension Liability 
and Related Ratios as of the Measurement Date 

 
6/30/2015 6/30/2014

District's Proportion of the Net Pension Liability/(Asset) 0.02212% 0.01010%
District's Proportionate Share of the Net Pension Liability/(Asset) 606,939$     628,633$     
District's Covered-Employee Payroll 305,956$     301,301$     
District's Proportionate Share of the Net Pension Liability/(Asset)

as a Percentage of its Covered-Employee Payroll 198.37% 208.64%
District's Proportionate Share of the Fiduciary Net Pension as a

Percentage of the District's Total Pension Liability 83.48% 83.03%
District's Proportionate Share of Aggregate Employer Contributions 47,422$       83,166$       

 
 
 

Schedule of District Contributions 
 

Fiscal Year Fiscal Year
2014-15 2013-14

Actuarially Determined Contribution 49,445$       46,700$       
Contributions in Relation to the Actuarially Determined Contribution (49,445)        (46,700)        
Contribution Deficiency (Excess) -$             -$             

Covered-Employee Payroll 305,956$     301,301$     
Contributions as a Percentage of Covered-Employee Payroll 16.16% 15.50%

 
 
 
 
 
Notes to Schedules 
 
Until a full 10-year trend is compiled, the information will be presented for those years for which information is 
available. Historical information is required only for measurement periods for which GASB 68 is applicable. 
 
Change in Assumptions: The discount rate was changed from 7.5% (net of administrative expense) to 7.65% 
to correct for an adjustment to exclude administrative expense. 
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Original & Final Actual Over
Budget Actual (Under) Budget

Revenues:
Property Taxes 601,904$             736,252$             134,348$             
Burials 392,480               509,067               116,587               
Use of Money or Property 20,900                 28,197                 7,297                   
Misellaneous -                       9,963                   9,963                   

Total Revenues 1,015,284            1,283,479            268,195               

Expenditures:
Salaries and Employee Benefits 670,009               676,100               6,091                   
Services and Supplies 262,584               319,097               56,513                 
Capital Outlay:

General Capital Outlay 42,000                 98,242                 56,242                 

Total Expenditures 974,593               1,093,439            118,846               

Revenues Over (Under) Expenditures 40,691                 190,040               149,349               

Other Financing Sources (Uses):
Operating Transfers In (Out) -                       -                       -                       

Total Other Financing Sources (Uses) -                       -                       -                       

Net Changes in Fund Balance 40,691$               190,040               149,349$             

Fund Balance - Beginning 391,402               

Fund Balance - Ending 581,442$             
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INDEPENDENT AUDITOR’S 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 Board of Trustees of the Public Cemetery 
   District No. 1 of Kern County, 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 Public Cemetery District No. 1 of Kern County, California, as of and for the year ended June 30, 
2016, and the related notes to the financial statements, which collectively comprise Public Cemetery District No. 
1 of Kern County’s basic financial statements, and have issued our report thereon dated September 1, 2016. 

 
Internal Control Over Financial Reporting 

 
In planning and performing our audit of the financial statements, we considered Public Cemetery District No. 1 
of Kern County’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 Public Cemetery District No. 1 of Kern 
County’s internal control. Accordingly, we do not express an opinion on the effectiveness of Public Cemetery 
District No. 1 of Kern County’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 and therefore, material weakness or significant deficiencies may exist that were not 
identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses. We did identify certain deficiencies in internal control, described in the 
accompanying schedule of findings and responses that we consider to be significant deficiencies (Item 2015-1). 

 
Compliance and Other Matters 

 
As part of obtaining reasonable assurance about whether Public Cemetery District No. 1 of Kern County’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. 
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Public Cemetery District No. 1 of Kern County’s Response to Findings 
 
Public Cemetery District No. 1 of Kern County’s response to the findings identified in our audit is described in 
the accompanying schedule of findings and responses. Public Cemetery District No. 1 of Kern County’s 
response was not subjected to the auditing procedures applied in the audit of the financial statements and, 
accordingly, we express no opinion on it. 

 
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 entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 
 

Albert & Associates, LLP 
 
Wasco, California 
September 1, 2016 
 
 
 



Public Cemetery District No. 1 of Kern County 
SCHEDULE OF FINDINGS AND RESPONSES 

Year ended June 30, 2016 

41 
 

 
 

2016-1 Segregation of Duties 
 

Condition:  The District does not have adequate segregation of duties. 
 
Effect:  There is an increased risk that accounting errors could go unnoticed. 
 
Cause:  The District’s size and budget only justify two full time office employees. 
 
Criteria:  Systems should be designed so employees do not oversee their own work. 
 
Recommendation:  We recommend the District continue to implement policies and procedures to 

help mitigate the lack of segregation of duties and utilize others within the District to be part of 
the process since hiring new employees is not cost effective. 

 
 
Management Response:  We have a reoccurring issue of segregation of duties. This is due to the fact 

that we are a small office. The responsibilities are not lessened due to our size, but our ability to 
segregate responsibilities is sharply diminished. In an effort to mitigate the perception of the finding 
that we do not have adequate segregation of duties the Board has created and staff has 
implemented policies and procedures to control this issue.  We understand that this could be dealt 
with by hiring additional staff or contracting with and accountant. But, it is felt that at this time it 
would not be a prudent use of the public’s money to spend it in this manner. 

 
Our requirements include that all money taken in is tabulated monthly and checked by two staffers. 
The deposits are made by one staffer and the transfer to county accounts is done by a second 
person. All cash and direct burial income is tabulated and checked to every invoice by two staffers. 
All revenue generated by property tax is directly deposited into the county account and transferred 
as necessary to our payables account. This transfer requires two signatures of acceptance upon 
receipt. 
 
All payables for expenditures made by the District require two signatures. This includes the checks 
written and any voucher transfer from the county. Monthly, every deposit and expenditure is given 
as part of the board packet for review and acceptance by the board. Any question is dealt with at 
the board meeting with the full board. 
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