NOTICE IS HEREBY GIVEN THAT A REGULAR MEETING OF THE
MCKINLEYVILLE COMMUNITY SERVICES DISTRICT BOARD OF DIRECTORS
WILL BE HELD AT:

Azalea Hall
1620 Pickett Road
McKinleyville, California

Wednesday, January 20, 2010
7:00 P.M.

AGENDA
A. CALL TO ORDER
ROLL CALL
PLEDGE OF ALLEGIANCE
ADDITIONS TO AGENDA

Items may be added to the Agenda in accordance with Section 54954.2(b)(2)
of the Government Code (Brown Act), upon a determination by two-thirds vote
of the members of the legislative body present at the time of the meeting, or, if
less than two-thirds of the members are present, a unanimous vote of those
members present, that there is a need to take immediate action and that the
need for action came to the attention of the McKinleyville Community Services
District after the Agenda was posted.

B. APPROVAL OF THE AGENDA
C. PUBLIC HEARINGS

These are items of a Quasi-Judicial or Legislative nature. Public comments
relevant to these proceedings are invited.

NO PUBLIC HEARING SCHEDULED

D. CONSENT CALENDAR

Consent Calendar items are expected to be routine and non-controversial, to
be acted upon by the Board of Directors at one time without discussion. If any
Board member, staff member, or interested person requests that an item be
removed from the Consent Calendar, it shall be removed so that it may be
acted upon separately.

D.1  Consider approval of minutes of the Board of Directors’ Regular
Meeting of December 16, 2009 P.4

D.2 Consider approval of December, 2009 Treasurer’'s Report P. 9




D.3

D.4

No DCV Violations this month.

Approve January 2010 McKinleyville Newsletter and
Winter/Spring Recreation Activity Guide P. 19

E. CONTINUED AND NEW BUSINESS

E.l

E.2

E.3

E.4

E.5

McKinleyville Library Expansion Project Update by Bonnie
Oliver Architect P. 30
Adopt Resolution Initiating Proceedings to Collect Fiscal Year
2010/2011 Measure B Assessments. P.52
Consider Approval of Annual Audit Report for the year ended
June 30, 2009. P. 55
Consider Board Committee Member Assignments for 2010

P. 98
Earthquake status update and consideration of continued
commitment to update our Emergency Response Plan, training
for emergency response planning and preparation, improving
and updating our communication, website, and cooperation with
other agencies. P. 100

F. REPORTS

No specific action is required on these items, but the Board may discuss any
particular item as required.

F.1. ACTIVE COMMITTEE REPORTS

a.
b.
C.

s@ oo

Recreation Advisory Committee

Area Fund (John Kulstad)

Redwood Region Economic Development Commission
((Edwards, Wennerholm (alternate))

McKinleyville Senior Center (Wennerholm)

Audit (Corbett, Edwards)

Negotiations (Wennerholm, Mayo)

Water Task Force ((Dunk, Mayo (alternate))

AdHoc No Drugs & Toxics Down the Drain (Mayo)

F.2. STAFF REPORTS

a.
b.
C.
d.

Support Services Department (Steve Edmiston) P. 106
Operations Department (Greg Orsini) P. 108
Parks and Recreation Department (Jason Sehon) P.111
General Manager (Norman Shopay) P. 113

F.3. CHAIRMAN'S REPORT

F.4. BOARD MEMBERS' COMMENTS, ANNOUNCEMENTS, REPORTS

G. PUBLIC COMMENT AND WRITTEN COMMUNICATIONS

Any person may address the Board at this time upon any subject not
identified on this Agenda but within the jurisdiction of the McKinleyville
Community Services District; however, any matter that requires action will be




referred to staff for a report of action at a subsequent Committee or Board
meeting. As to matters on the Agenda, an opportunity will be given to
address the Board when the matter is considered. Comments are limited to
3 minutes. Letters should be used for complex issues.

H. CLOSED SESSION DISCUSSION

At any time during the regular session, the Board may adjourn to closed
session to consider existing or anticipated litigation, liability claims, real
property negotiations, license and permit determinations, threats to security,
public employee appointments, personnel matters, evaluations and discipline,
labor negotiations, or to discuss with legal counsel matters within the
attorney-client privilege.

Government Code 54956.8 allows the Board to meet in closed session with
its negotiator(s) prior to the purchase, sale, exchange or lease of real

property.

Prior to the closed session, the legislative body of the local agency shall hold
an open and public session in which it identifies its negotiators, the real
property or real properties which the negotiations may concern, and the
person or persons with whom its negotiators may negotiate. The following
agenda items meet these requirements and indentifies the persons whom its
negotiators may negotiate.

H1  CONFERENCE WITH REAL PROPERTY NEGOTIATORS -

Norman Shopay, General Manager; Steve Edmiston, Finance Director; Greg
Orsini, Operations Director; Jason Sehon, Parks and Recreation Director,
Russell Gans, District legal counsel, Fernando Lourenco (Per Government
Code Section 54956.8) Property: 1414 Fischer Road.

H2  CONFERENCE WITH REAL PROPERTY NEGOTIATORS -

Norman Shopay, General Manager; Steve Edmiston, Finance Director; Greg
Orsini, Operations Director; Jason Sehon, Parks and Recreation Director,
Russell Gans, District legal counsel, Dena McCullough, McKinleyville Union
School District (Per Government Code Section 54956.8) Property: School
Road and Washington Avenue, APN 508-242-008.

H3  CONFERENCE WITH REAL PROPERTY NEGOTIATORS -

Norman Shopay, General Manager; Steve Edmiston, Finance Director; Greg
Orsini, Operations Director; Jason Sehon, Parks and Recreation Director,
Russell Gans, District legal counsel, Jim Furtado, Dena McCullough,
McKinleyville Union School District (Per Government Code Section 54956.8)
Property: Gwin Road, APN 510-401-025.

ADJOURN TO CLOSED SESSION
REPORT ON ACTIONS TAKEN IN CLOSED SESSION

l. ADJOURNMENT
Posted 5:00 pm on January 15, 2010

















































































































































Any questions?

74
QUESTIONS






























THE DISTRICT’S FUNDS
Governmental Type Funds

Following is a comparison of revenues and expenditures for governmental activities, which includes operation of the
District's parks, recreation programs, open space zones, streetlight zones and building management functions. It also
includes revenues from fees assessed for operation of those programs, general property tax revenues and property
assessments for the development and operation of the District's sports fields and recreation programs.

Recreation program revenues, of $283,862, remained about the same as the prior year. Increased building operation cost
of $132,217 we primarily due to additional maintenance costs of $92,774 for the Activity Center. Compared with FY08,
General Fund revenues decreased by $64,745 (5.07%) and expenditures decreased by $6,166 (0.60%).

General Fund Excess of Revenues Over

Expenditures Increase
(Decrease) Percent
FYE 6/30/09 Percent From Increase
Amount of Total FYE 6/30/08  (Decrease)
Recreation programs fees § 283,862 22.43% $ 1,865 0.70%
Property taxes 486,297 38.43% (22,148) -5.49%
Measure B assessments 193,724 1531% (320) -0.17%
Donations and state grants 55,901 4.42% (32,084) -23.96%
Park and building rents and service fees 56,317 4.45% (9,669) -12.84%
Streetlight Zone Fees 78,257 6.18% 2,390 4.16%
Open space zone fees 50,031 3.95% 1,154 1.79%
Interest income 30,464 2.41% (5,173) -22.94%
Other revenues 30,592 2.42% (760) -1.23%
Total revenues $§ 1,265,445 100.00% $ (64,745) -5.07%
Expenditures:
Principal and interest on debt § 251,465 22.29% $ {25,437) -11.23%
Recreation programs 270,149 23.94% (102,020) -46.85%
Capital expenditures 19,138 1.70% (34,977) -43.39%
Building operations 247,990 21.98% 132,217 111.41%
Streetlight zones 24,297 2.15% (36,730) -60.33%
Open space zone maintenance 35,536 3.15% (485) -1.09%
Other salaries and benefits 213,023 18.88% 21,233 9.90%
Other expenditures 66,763 5.92% 40,033 57.06%
Total expenditures $ 1,128,361 100.00% $ (6,166) -0.60%
Excess of operating
revenues over expenditures $§ 137,084 $ (58,579)

Business-Type Funds

In reviewing departmental net revenue, it should be noted that the growth McKinleyville has experienced in recent years
has leveled. Water and sewer connection (capacity) fees for new construction totaled $137,620, an increase of $21,148
from the prior year. The District has sustained an approximate 2% population growth rate over the past ten years. It is
clear that there will be increasing demand on the District's facilities as McKinleyville continues to grow. Overall
operating revenues increased by 2.76% while operating expenses increased by 4.8%. The net operating (loss) for the year
was $83,745. The loss was primarily due to unexpected lab testing costs for sewer effluent discharge and a termination
benefit relating to severance pay for a retiring employee (see note 5.F at page 29).
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Business-type Activities (Enterprise)

Operating (Loss) Increase
(Decrease) Percent
FYE 6/30/09 Percent from Increase
Amount of Total FYE 6/30/08 (Decrease)
Operating Revenues:
User Fees for Water § 1,360,169 47.75% $ 23,127 1.77%
User Fees for Sewer 1,298,515 45.59% 82,385 7.09%
Connection, Extension and Other Fees 137,620 4.83% 21,148 5.25%
Leases and Other Operating Revenue 52,088 1.83% (46,153) -99.90%
Total Operating Revenues § 2,848,392 100.00% $ 80,507 2.76%
Operating Expenses:
Salaries and Benefits $ 1,363,663 46.51% $ 139,966 11.74%
Purchased Water 318,159 10.85% (38,683) -10.96%
Utilities, Maintenance and Repairs 263,551 8.99% (3,541) -1.06%
Depreciation of Plant 621,575 21.20% 793 0.13%
Other Operating Expenses 365,189 12.45% 30,118 16.43%
Total Operating Expenses $ 2,932,137 100.00% $ 128,653 4.80%
Net Operating (Loss) $ (83,745) 3 (48,146)
THE DISTRICT'S FUNDS
Debt

At year-end, the District had $4,981,466 in outstanding State, Federal and commercial loans and a capital lease agreement
compared with $5,439,845 as of the end of the prior year. That is a decrease of $458,379 or 8.43% of the principal
balance. The District anticipates that additional long term debt will be required in order to meet its impending capital
improvements. Additional information regarding the District’s long-term debt can be found starting on page 24 of the
notes to the financial statements. .

Variations from Final Budget for the General Fund

The District's budget was not amended during the fiscal year. General Fund operating revenues were $170,980 above
budgeted amounts.. This was primarily due to property tax revenues received being $138,477 greater than anticipated.
General Fund expenditures (including debt service and capital outlays) were within a $21,500 variance from budgeted
amounts.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide the District's citizenry, customers and creditors with a general overview of the
District's finances and to demonstrate the District's accountability for funds in its care. Additional information about the
District is available on the website; www.mckinleyvillecsd.com. Questions regarding the contents of this report or
additional financial information can be directed to the District's business office at 1656 Sutter Road, McKinleyville,
California.
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MCKINLEYVILLE COMMUNITY SERVICES DISTRICT

ASSETS

Current assets:
Cash and cash equivalents
Net receivables
Prepayments
Inventory

Total current assets

Noncurrent assets:
Restricted cash and cash equivalents
Debt issuance costs
Net capital assets

Total noncurrent assets
Tofal assets

LIABILITIES
Current liabilities:
Accounts payable
Accrued liabilities
Deposits
Compensated absences
Interest payable
Capital leases, bonds
and loans due within one year

Total current liabilities

Noncurrent liabilities:
Davis Grunsky Act Loan
State revolving loans
Bonds payable
Bank loan
Capital lease obligations
Compensated absences payable

Total noncurrent liabilities

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt

Restricted for:
Debt service
Unrestricted

Total net assets
Total fiabilities and net assets

See accompanying notes to the basic financial statements

Statement of Net Assets
June 30, 2009
Governmental Business Type
Activities Activities Total
$ 1,234,147 $ 5,006,687 $ 6,330,834
14,624 142,286 156,910
4,494 5,430 9,924
- 108,874 108,874
1,253,265 5,353,277 6,606,542
- 751,181 751,181
- 486,537 46,537
3,344,614 17,254,449 20,599,063
3,344,614 18,052,167 21,396,781
$ 4,697 879 $ 23,405,444 $ 28,003,323
$ 7,859 $ 83,285 $ 91,144
69,694 - 69,694
7,000 12,559 19,559
7,774 46,018 53,792
8,169 20,433 28,602
235,988 234,661 470,649
336,484 396,956 733,440
- 2,545,198 2,545,198
- 444,743 444,743
- 855,000 855,000
- 341,675 341,675
324,201 - 324,201
7,522 62,683 70,205
331,723 4,249,299 4,581,022
668,207 4,646,255 5,314,462
2,784,425 12,879,709 15,664,134
- 751,181 751,181
1,145,247 5,128,299 6,273,546
3,929,672 18,759,189 22,688,861
$ 4,597,879 $ 23,405,444 $ 28,003,323
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MCKINLEYVILLE COMMUNITY SERVICES DISTRICT
Balance Sheet

Governmental Funds -

June 30, 2009

General Fund Total
(Parks and Street Lighting Governmental
Recreation) Fund Funds
ASSETS
Cash and invesiments $ 1,216,634 § 17,513  § 1,234,147
Interest receivable 8,765 - 8,765
Accounts receivable 2,374 3,485 5,859
Prepayments 3,854 640 4,494
Total assets $ 1,231,627 $ 21638 § 1,253,265
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 7713 $ 146 $ 7,859
Accrued liabilities 77,468 - 77,468
Deposits 6,900 100 7,000
Total liabilities 92,081 248 92,327
Fund balances:
Reserved 3,854 640 4,494
Unreserved:
Undesignated 1,135,602 20,752 1,156,444
Total fund balances 1,139,546 21,392 1,160,938
Total liabilities and fund balances $ 1,231627 § 21,638 3 1,253,265
Total Governmental Fund Balances $ 1,160,938
Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities are not
financial resources and therefore are not reported in the funds 3,344,614
Some liabilities, includind compensated
absences are not due and payable in the current period
and, therefore, are not reported in the funds (575,880)
Net Assets of Governmental Activities $ 3,929,672

See accompanying notes to the basic financial statements

8




AAAAAAA

MCKINLEYVILLE COMMUNITY SERVICES DISTRICT
Statements of Revenues, Expenditures, and

Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2009

General Fund Total
(Parks and Street Governmental
Recreation) LightingFund Funds
REVENUES
Property taxes $ 486,297 - $ 486,297
Assessments 193,724 - 193,724
Intergovernmental 47,097 - 47,097
Interest 30,308 156 30,464
Charges for services 403,034 78,257 481,291
Miscellaneous 28,573 - 26,573
Total revenues 1,187,033 78,413 1,265,446
EXPENDITURES
Current:
Recreation programs, parks, open space,
facilities and other cultural activities 790,801 - 790,801
Street lighting - 66,958 66,958
Debt service:
Principal 227,871 - 227,871
Interest 23,594 - 23,594
Capital outlay 19,138 - 19,138
Total expenditures 1,061,404 66,958 1,128,362
Excess (deficiency) of revenues over
expenditures 125,629 11,455 137,084
OTHER FINANCING SOURCES (USES)
Transfers in 59,856 - 59,856
Transfers out - (17,305) (17,305)
Total other financing sources (uses) 59,866 (17,305) 42,551
Net change in fund balances 185,485 (5,850) 179,635
Fund balances, July 1 954,061 27,242 981,303
Fund balances, June 30 $ 1,139,546 21,392 $ 1,160,938

See accompanying notes to the basic financial statements
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MCKINLEYVILLE COMMUNITY SERVICE DISTRICT
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities
For the Fiscal Year Ended June 30, 2009

Net Change in Fund Balances - Total Governmental Funds

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

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which capital outlays
($19,138) exceed depreciation ($176,516) in the current period.

Changes in accrued interest payable are not a use or source of
current financial resources and are therefore not reported in
the funds

Changes in compensated absences payable are not a source or use
of current financial uses and are therfore not reported in the funds

Repayment of long-term obligations such as capital leases is an expenditure
in the governmentat funds, but the repayment reduces liabiities in the

statement of net assets; and is therefore not reported as an expense
in the statement of activities

Net differences

Change in Net Assets of Governmental Activities

See accompanying notes to the basic financial statements
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