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INDEPENDENT AUDITORS’ REPORT 
 

To the Honorable Mayor and Members of the City Council 
City of Grand Terrace, California 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of City of Grand Terrace, 
California, (the City) as of and for the year ended June 30, 2020, and the related notes to the financial 
statements, which collectively comprise the City’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. 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. 
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To the Honorable Mayor and Members of the City Council 
City of Grand Terrace, California 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major fund, 
and the aggregate remaining fund information of the City of Grand Terrace, California, as of  
June 30, 2020, and the respective changes in financial position and, where applicable, cash flows thereof 
for the year then ended in accordance with accounting principles generally accepted in the United States 
of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, the budgetary comparison schedules for the General Fund, Street Improvement 
Fund and the Housing Authority Fund, the schedule of proportionate share of the net pension liability and 
the schedule of employer contributions for the miscellaneous cost-sharing plan, and the schedule of 
changes in total OPEB liability and related ratios to 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 Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City’s basic financial statements. The combining and individual nonmajor fund financial 
statements and schedules are presented for purposes of additional analysis and are not a required part of 
the basic financial statements.  
 
The combining and individual nonmajor fund financial statements and schedules are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other records 
used to prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the  
United States of America. In our opinion, the combining and individual nonmajor fund financial statements 
and schedules are fairly stated, in all material respects in relation to the basic financial statements as a 
whole. 
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To the Honorable Mayor and Members of the City Council 
City of Grand Terrace, California 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated  
April 6, 2021 on our consideration of the City’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the City’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering 
the City’s internal control over financial reporting and compliance. 

 

Brea, California 
April 6, 2021 
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CITY OF GRAND TERRACE

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
JUNE 30, 2020

Fund balances of governmental funds 9,493,501$  

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

Capital assets net of depreciation have not been included as financial resources in
governmental fund activity.

Capital assets 22,164,347$
Accumulated depreciation (11,289,326) 10,875,021

 Deferred outflows of resources reported for government-wide 
  statements are as follows:
    Pension related items:

Pension contributions made subsequent to the measurement date 383,360
Difference between expected and actual experience 357,129
Change in assumptions 245,190
Adjustment due to difference in proportions 4,042
Differences in proportionate share 5,000 994,721

    OPEB related items:
Change in assumptions 146,475
Difference between expected and actual liability 104,196 250,671

Compensated absences that have not been included in the governmental activities (166,133)

Governmental funds report all OPEB contributions as expenditures, however in the
  statement of net position, the excess of the total OPEB liability over the plan fiduciary
  net position is reported as a net OPEB liability. (1,700,064)

Governmental funds report all pension contributions as expenditures, however, in the
  statement of net position, the excess of the plan proportionate share of the total pension
  liability over the proportionate share of the plan fiduciary net position is reported as a
  net pension liability. (5,141,928)

 Deferred inflows of resources reported for government-wide 
  statements are as follows:
    Pension related items:

Difference between expected and actual experience (27,670)
Change in assumptions (86,918)
Net difference between projected and actual earnings on pension plan investments (89,897)
Adjustment due to difference in proportions (187,336)
Differences in proportionate share (105,839) (497,660)

    OPEB related items:
Change in assumptions (21,517)

Revenues reported as unavailable revenue in the governmental funds and recognized in
  the statement of activities. These are included in the intergovernmental revenues in the
  governmental fund activity. 330,529

Net Position of Governmental Activities 14,417,141$

See Notes to Financial Statements 23



CITY OF GRAND TERRACE

STATEMENTS OF REVENUES, 
EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2020

Other Total

Governmental Governmental

    General    Funds Funds
Revenues:
Taxes 4,797,524$      -$                     -$                     46,647$           4,844,171$      
Licenses and permits - - - 211,750 211,750
Intergovernmental 46,400 - - 1,127,666 1,174,066
Charges for services 1,071,800 80,567 - 30,970 1,183,337
Use of money and property 404,217 11,705 14,206 50,893 481,021
Fines and forfeitures 66,309 - - 5,128 71,437
Miscellaneous 8,751 - - 23,261 32,012

               Total Revenues 6,395,001 92,272 14,206 1,496,315 7,997,794

Expenditures:
Current:
   General government 1,376,000 - - 25,707 1,401,707
   Public safety 2,293,884 - - 157,274 2,451,158
   Public works 1,374,510 - - 562,572 1,937,082
   Economic development - - 26,829 - 26,829
   Cultural and recreation 808,832 - - 219,420 1,028,252
Capital outlay:
      Project improvement costs 94,288 - - 392,734 487,022

               Total Expenditures 5,947,514 - 26,829 1,357,707 7,332,050

               Excess (Deficiency) of Revenues
                 Over (Under) Expenditures 447,487 92,272 (12,623) 138,608 665,744

Other Financing Sources (Uses):
Transfers in 94,609 - - 504,878 599,487
Transfers out (155,377) (40,457) - (403,653) (599,487)

               Total Other Financing Sources
                 (Uses) (60,768) (40,457) - 101,225 -

               Net Change in Fund Balances 386,719 51,815 (12,623) 239,833 665,744

Fund Balances, Beginning of Year 3,228,274 611,577 2,093,645 2,894,261 8,827,757

Fund Balances, End of Year 3,614,993$      663,392$         2,081,022$      3,134,094$      9,493,501$      

 Street 
Improvement 

 Housing 
Authority 

Special Revenue Funds

See Notes to Financial Statements 24



CITY OF GRAND TERRACE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2020

Net change in fund balances - total governmental funds 665,744$        

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 and
reported as depreciation expense or are allocated to the appropriate functional expense
when the cost is below the capitalization threshold. The activity is reconciled as follows:

Cost of assets capitalized 487,022$   
Depreciation expense (802,543) (315,521)

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in governmental
funds.

Change in compensated absences payable 7,968

   Governmental funds report all contributions in relation to the actuarially determined
      contribution for OPEB as expenditures, however in the statement of activities only
      the annual OPEB cost is an expense. (148,418)

   Pension obligation expenses reported in the statement of activities do not require the 
      use of current financial resources and, therefore, are not reported as expenditures
      in governmental funds. (188,672)

Revenues reported as unavailable revenue in the governmental funds and recognized in
      in the statement of activities. These are included in the intergovernmental revenues
      in the governmental fund activity. 200,002

Change in Net Position of Governmental Activities 221,103$        

See Notes to Financial Statements 25



CITY OF GRAND TERRACE

STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2020

Assets:
Current:

Cash and investments 632,497$            

Total Current Assets 632,497

Noncurrent:
Advances to other funds 965,554
Capital assets - net of accumulated depreciation 4,531,128

Total Noncurrent Assets 5,496,682

Total Assets 6,129,179$         

Liabilities and Net Position:

Liabilities:
Deposits payable 6,875$                

Total Liabilities 6,875

Net Position:
Investment in capital assets 4,531,128
Unrestricted 1,591,176

Total Net Position 6,122,304

Total Liabilities and Net Position 6,129,179$         

Business-Type 
Activities

 Waste Water 
Disposal 

See Notes to Financial Statements 26



CITY OF GRAND TERRACE

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION
YEAR ENDED JUNE 30, 2020

Operating Expenses:
Depreciation expense 88,570$          

Total Operating Expenses 88,570

Operating Income (Loss) (88,570)

Nonoperating Revenues (Expenses):
Interest revenue 38,591

Total Nonoperating  
   Revenues (Expenses) 38,591

Changes in Net Position (49,979)

Net Position:
Beginning of Fiscal Year 6,172,283

End of Fiscal Year 6,122,304$      

Business-Type 
Activities

 Waste Water 
Disposal 

See Notes to Financial Statements 27



CITY OF GRAND TERRACE

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2020

Cash Flows from Non-Capital
Financing Activities:

Advance to other funds (26,782)$         

Net Cash Provided (Used) by
    Non-Capital Financing Activities (26,782)

Cash Flows from Investing Activities:
Interest received 38,591

Net Cash Provided (Used) by
Investing Activities 38,591

Net Increase (Decrease) in Cash
and Cash Equivalents 11,809

Cash and Cash Equivalents at Beginning of Year 620,688

Cash and Cash Equivalents at End of Year 632,497$        

Reconciliation of Operating Income to Net Cash
Provided (Used) by Operating Activities:
Operating income (loss) (88,570)$         

Adjustments to reconcile operating income (loss)
  net cash provided (used) by operating activities:

Depreciation 88,570

Total Adjustments 88,570

Net Cash Provided (Used) by Operating Activities -$                    

Business-Type 
Activities

 Waste Water 
Disposal 

See Notes to Financial Statements 28
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CITY OF GRAND TERRACE 
 
NOTES TO FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2020 

 
I. SIGNIFICANT ACCOUNTING POLICIES 

 
Note 1: Organization and Summary of Significant Accounting Policies 
 

a. Description of Entity 
 
The City of Grand Terrace (City) was incorporated in November 1978 under the  
General Laws of the State of California. The City operates under a Council-Manager form 
of government and provides the following services: public safety (law enforcement), 
highways and streets, cultural and recreational activities, public improvements, planning 
and zoning, building and safety, low and moderate income housing programs, and general 
administrative services. 
 
As required by generally accepted accounting principles, the financial statements of the 
City of Grand Terrace include the financial activities of the City (the primary government), 
and the City of Grand Terrace Public Financing Authority (the Authority). This blended 
component unit is discussed below and is included in the reporting entity because of the 
significance of its operation and financial relationship with the City. 
 
The Authority is legally separate from the City. However, the City of Grand Terrace’s 
elected officials have a continuing full or partial accountability for fiscal matters of the 
Authority. The financial reporting entity consists of: 1) the City, 2) organizations for which 
the City is financially accountable, and 3) organizations for which the nature and 
significance of their relationship with the City are such that exclusions would cause the 
City’s financial statements to be misleading or incomplete. 
 
An organization is fiscally dependent on the primary government if it is unable to adopt a 
budget, levy taxes or set rates or charges, or issue bonded debt without approval by the 
primary government. In a blended presentation, component unit balances and transactions 
are reported in a manner similar to the balances and transactions of the City. Component 
units are presented on a blended basis when the component unit’s governing body is 
substantially the same as the City’s or the component unit provides services almost entirely 
to the City. The following component units of the City have been included in the financial 
reporting entity as blended component units. 
 
City of Grand Terrace Public Financing Authority 

 
The Grand Terrace Public Financing Authority (the Authority) was established on  
July 16, 1991, pursuant to a Joint Powers Agreement between the City of  
Grand Terrace and the former Community Redevelopment Agency of the City of  
Grand Terrace. The Authority was created to facilitate financing of public capital 
improvements benefiting the City and the former RDA. The City Council also acts as 
the governing body of the Authority. The Authority’s activities are blended with those 
of the City. Separate financial statements are not prepared for the Grand Terrace 
Public Financing Authority. 

 
There are several other governmental agencies, including the County of San Bernardino, 
school districts, and others, providing services within the City of Grand Terrace. Those 
agencies have independently elected governing boards other than the City Council of the 
City of Grand Terrace and no financial accountability to the City of Grand Terrace. 
Consequently, financial information for these agencies is not included within this financial 
report.
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CITY OF GRAND TERRACE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2020 

 
Note 1: Organization and Summary of Significant Accounting Policies (Continued) 
 

b. Government-Wide and Fund Financial Statements 
 
The government-wide financial statements include a statement of net position and a 
statement of activities. These statements present summaries of governmental and 
business-type activities for the City accompanied by a total column. Fiduciary activities of 
the City are not included in these statements. Certain eliminations have been made as 
prescribed by GASB Statement No. 34 in regard to interfund activities, payables, and 
receivables. All internal balances in the statement of net position have been eliminated 
except those representing balances between the governmental activities and the  
business-type activities, which are presented as internal balances and eliminated in the 
total primary government column. 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 and indirect 
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. 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, including special assessments, 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 revenue are reported instead as general revenues. 
 
Separate financial statements are provided for governmental funds, proprietary, and 
fiduciary funds, even though the latter 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. 
 

c. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
The government-wide statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the proprietary fund and 
fiduciary fund financial statements. Revenues are recorded when earned and expenses 
are recorded when a liability is incurred, regardless of the timing of the cash flows. 
Accordingly, all of the City's assets and liabilities, including capital assets, as well as 
infrastructure assets, and long-term liabilities, are included in the accompanying statement 
of net position. The statement of activities presents changes in net position. Under the 
accrual basis of accounting, revenues are recognized in the period in which they are 
earned while expenses are recognized in the period in which the liability is incurred. The 
types of transactions reported as program revenues for the City are reported in  
three categories: 1) charges for services, 2) operating grants and contributions, and  
3) capital grants and contributions. 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified-accrual basis of accounting. Under the  
modified-accrual basis of accounting, revenues are recognized in these funds when 
susceptible to accrual (i.e., when they are both measurable and available). "Measurable" 
means the amount of the transaction can be determined and "available" means collectible 
within the current period or soon enough thereafter to be used to pay liabilities of the current 
period. For this purpose, the City considers property taxes collected after year-end as 
available, if they are collected within 60 days of the end of the current fiscal period. Other 
revenue susceptible to accrual includes sales tax, state gasoline taxes, investment income, 
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CITY OF GRAND TERRACE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2020 

 
Note 1: Organization and Summary of Significant Accounting Policies (Continued) 
 

and certain other intergovernmental revenues. Expenditures in the governmental funds are 
generally recognized in the accounting period in which the related fund liability is incurred, 
if measurable, except for unmatured principal and interest on general long-term debt, as 
well as compensated absences and claims and judgments, which are recognized when 
due. 
 
The City reports the following major governmental funds: 
 
 The General Fund is the government's primary operating fund. It accounts for all 

financial resources of the general government, except those required to be accounted 
for in another fund. 

 
 The Street Improvement Fund accounts for all revenues collected for street capital 

improvement fees under the Municipal Code.  Funds are expended in accordance with 
the latest adopted fiscal impact study and capital needs assessment. 

 
 The Housing Authority Fund accounts for the housing assets transferred from the 

former redevelopment agency and Low and Moderate housing activities of the City. 
The fund activities are restricted for the same purposes as the former Low and 
Moderate Income Housing Fund of the Agency. 

 
The City reports the following major proprietary fund: 
 
 The Waste Water Disposal Fund is used to account for the remaining assets and 

liabilities of the fund that used to account for the provision of waste water disposal 
services to the residences and businesses of the City.  Currently, a Sewer Services 
Agreement is in place between the City of Colton/Colton Utility Authority and the  
City of Grand Terrace for the provision of waste-water disposal services by the  
City of Colton to residents and businesses of the City of Grand Terrace. 

 
Additionally, the City reports the following fund types: 
 
 Special Revenue Funds are used to account for the proceeds of specific revenue 

sources that are legally restricted or committed to expenditures for specified purposes. 
 

 Capital Projects Funds are used to account for financial resources used for the 
acquisition or construction of major capital facilities (other than those financed by  
the proprietary funds). 

 
 Permanent Fund accounts for resources that are legally restricted, to the extent that 

only earnings, and not principal, may be used for purposes that support the City’s 
program.  

 
 The Private Purpose Trust Fund is used to account for the resources, obligations, and 

activities of the Successor Agency of the Redevelopment Agency of the City of  
Grand Terrace as directed by the Oversight Board to settle the affairs of the dissolved 
agency (see Note 12). 
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CITY OF GRAND TERRACE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2020 

 
Note 1: Organization and Summary of Significant Accounting Policies (Continued) 

 
 Agency Funds are used to account for the resources held by the City in a fiduciary 

capacity. 
 
As a general rule the effect of interfund activity has been eliminated from the  
government-wide financial statements. Exceptions to this general rule are charges 
between the government's proprietary funds functions and various other functions of the 
government. Elimination of these charges would distort the direct costs and program 
revenues reported for the various functions concerned. 
 
Amounts reported as program revenues include 1) charges to customers or applicants for 
goods, services, or privileges provided, 2) operating grants and contributions, and  
3) capital grants and contributions, including special assessments. Internally dedicated 
resources are reported as general revenues rather than as program revenues. Likewise, 
general revenues include all taxes. 
 

d. Other Accounting Policies 
 
1. 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 either "due to/from other 
funds" (i.e., the current portion of interfund loans) or "advances to/from other funds" 
(i.e., the non-current portion of interfund loans). All other outstanding balances 
between funds are reported as "due to/from other funds." Any residual balances 
outstanding between the governmental activities and business-type activities are 
reported in the government-wide financial statements as "internal balances." 
 

2. Cash and Cash Equivalents 
 
For the purpose of the statement of cash flows, the City considers cash and cash 
equivalents as short term, highly liquid investments that are both readily convertible to 
known amounts of cash and so near their maturity that they present insignificant risk 
of changes in value because of changes in interest rates. The City follows the practice 
of pooling cash and investments of all funds. Since cash and investments are pooled, 
the City utilizes the assumption that the cash and investments in the Enterprise Fund 
are cash and cash equivalents. 
 

3. Investments 
 
The City reports its investments at fair value in the balance sheet. All investment 
income, including changes in the fair value of investments, is recognized as revenue 
in the operating statement. 
 

4. Property Held for Resale 
 
Property held for resale is recorded at the lower of cost or net realizable value.
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CITY OF GRAND TERRACE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2020 

 
Note 1: Organization and Summary of Significant Accounting Policies (Continued) 

  
5. Compensated Absences 

 
The short-term portion is determined to be the amount due to employees for future 
absences which is attributable to services already rendered and which is expected to 
be paid during the next fiscal year. The total amount of liability for compensated 
absences is segregated between short-term and long-term as indicated above and 
both portions are reflected in the government-wide statements. 
 
Vacation pay is payable to employees at the time a vacation is taken or upon 
termination of employment. Normally, an employee cannot accrue more than  
two times his regular annual entitlement. 
 
Sick leave is payable when an employee is unable to work because of illness. Upon 
termination, regular employees with 5 years continuous service will be paid 40% for 
any unused sick leave. 
 

6. Capital Assets 
 
Capital assets, which include property, plant and equipment, and infrastructure assets 
(e.g., roads, bridges, sidewalks, and similar items) are reported in the applicable 
governmental or business-type activities columns in the government-wide financial 
statements. Capital assets are defined by the government as assets with an initial, 
individual cost of more than or equal to $5,000 (amount not rounded) and an estimated 
useful life of at least two years. Such assets are recorded at historical cost or estimated 
historical cost if purchased or constructed. Donated Capital assets, donated works of 
art and similar items, and capital assets received in a service concession arrangement 
are reported at acquisition value at the time of acquisition by the City. 
 
The cost of normal maintenance and repairs that do not add to the value of the asset 
or materially extend assets’ 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 50
Machinery & Equipment 5-15
Vehicles 6-15
Improvements other than buildings 15-20
Infrastructure 20-30
Sewer Lines 90
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CITY OF GRAND TERRACE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2020 

 
Note 1: Organization and Summary of Significant Accounting Policies (Continued) 

 
7. Long-term Obligations 

 
In the government-wide financial statements, and proprietary fund types in the fund 
financial statements, long-term debt and other long-term obligations are reported as 
liabilities in the applicable governmental activities, business-type activities, or 
proprietary fund type statement of net position. Bond premiums and discounts are 
deferred and amortized over the life of the bonds using the straight-line method. Bonds 
payable are reported net of the applicable bond premium or discount.  
 
In the fund financial statements, governmental fund types recognize bond premiums 
and discounts, as well as bond issuance costs, during the current period. The face 
amount of debt issued is reported as other financing sources. Premiums received on 
debt issuances are reported as other financing sources while discounts on debt 
issuances are reported as other financing uses. Issuance costs, whether or not 
withheld from the actual debt proceeds received, are reported as expenditures. 
 

8. Net Pension Liability 
 

For purposes of measuring the net pension liability, deferred outflows and inflows of 
resources related to pension, and pension expense, information about the fiduciary net 
position and additions to/deletions from the fiduciary net position have been 
determined on the same basis as they are reported by the CalPERS Financial Office. 
For this purpose, benefit payments (including refunds of employee contributions) are 
recognized when currently due and payable in accordance with the benefit terms. 
Investments are reported at fair value. CalPERS audited financial statements are 
publicly available reports that can be obtained at CalPERS website under Forms and 
Publications. 
 
GASB 68 requires that the reported results must pertain to liability and asset 
information within certain defined timeframes. For this report, the following timeframes 
are used: 
 
 Valuation Date (VD) June 30, 2018 
 Measurement date (MD) June 30, 2019 
 Measurement Period (MP) July 1, 2018 to June 30, 2019 
 

9. Other Post-Employment Benefits (OPEB) Liability 
 
For purposes of measuring the net OPEB liability, deferred outflows of resources and 
deferred inflows of resources related to OPEB and OPEB expense have been 
determined by an independent actuary. For this purpose, benefit payments are 
recognized when currently due and payable in accordance with the benefit terms. 
Investments are reported at fair value. 
 
Generally accepted accounting principles require that the reported results must pertain 
to liability and asset information within certain defined timeframes. For this report, the 
following timeframes are used: 
 
 Valuation Date   June 30, 2019 
 Measurement Date  June 30, 2020 
 Measurement Period  July 1, 2019 to June 30, 2020 
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CITY OF GRAND TERRACE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2020 

 
Note 1: Organization and Summary of Significant Accounting Policies (Continued) 

 
10. Deferred Outflows/Inflows of Resources 

 
In addition to assets, the statement of financial position and the governmental funds 
balance sheet will sometimes report a separate section for deferred outflows of 
resources. This separate financial statement element, deferred outflows of resources, 
represents a consumption of net position that applies to a future period(s) and so will 
not be recognized as an outflow of resources (expense/ expenditure) until then. The 
City only has one item that qualifies for reporting in this category. Deferred outflows 
relating to the net pension obligation reported in the government-wide statement of net 
position. These outflows are the results of contributions made after the measurement 
period, which are expensed in the following year, and of adjustments due to difference 
in proportions, change in assumptions, and the difference between actual contributions 
made and the proportionate share of the risk pool’s total contributions. These amounts 
are deferred and amortized over the expected average remaining service lifetime. 
 
In addition to liabilities, the Statement of Net Position and the Governmental Balance 
Sheet will sometimes report a separate section for deferred inflows of resources. This 
separate financial statement element, deferred inflows of resources, represents an 
acquisition of net position that applies to a future period(s) and so will not be recognized 
as an inflow of resources (revenue) until that time. The City has three items, one of 
which, arises only under a modified accrual basis of accounting that qualifies for 
reporting in this category. Accordingly, the item, unavailable revenue, is reported only 
in the governmental funds balance sheet. The governmental funds report unavailable 
revenue from intergovernmental revenues. These amounts are deferred and 
recognized as an inflow of resources in the period that the amounts become available.  
The other items are deferred pension related items and deferred OPEB related items. 
 
Gains and losses related to changes in total pension or OPEB liability and their related 
fiduciary net position are recognized in pension or OPEB expense, respectively, 
systematically over time. Amounts are first recognized in pension or OPEB expense 
for the year the gain or loss occurs. The remaining amounts are categorized as 
deferred outflows and deferred inflows of resources related to pension or OPEB and 
are recognized in future pension and OPEB expense, respectively. 
 
The recognition period differs depending on the source of the gain or loss: 

 
 

 
 

Net difference between projected 
and actual earning on pension or 
OPEB plan investments 
 

5 years All plans 

All other amounts are amortized 
over the expected average 
remaining service lifetime 
(EARSL) of the respective plan.  
At June 30, 2020, EARLS were: 

5.7 years 
 
3.8 years 
 
 

OPEB plan 
 
Pension Miscellaneous – Cost 
Sharing Plan 
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Note 1: Organization and Summary of Significant Accounting Policies (Continued) 

 
11. Net Position Flow Assumption 

 
Sometimes the government will fund outlays for a particular purpose from both 
restricted (e.g., restricted bond or grant proceeds) and unrestricted resources. In order 
to calculate the amounts to report as restricted – net position and  
unrestricted – net position in the government-wide and proprietary fund financial 
statements, a flow assumption must be made about the order in which the resources 
are considered to be applied. It is the government’s policy to consider  
restricted – net position to have been depleted before unrestricted – net position is 
applied.  
 

12. Fund Balance Flow Assumptions 
 
Sometimes the government will fund outlays for a particular purpose from both 
restricted and unrestricted resources (the total of committed, assigned, and 
unassigned fund balance). In order to calculate the amounts to report as restricted, 
committed, assigned, and unassigned fund balance in the governmental fund financial 
statements a flow assumption must be made about the order in which the resources 
are considered to be applied. It is the government’s policy to consider restricted fund 
balance to have been depleted before using any of the components of unrestricted 
fund balance. Further, when the components of unrestricted fund balance can be used 
for the same purpose, committed fund balance is depleted first, followed by assigned 
fund balance. Unassigned fund balance is applied last. 
 

13. Fund Balance Policies 
 
The City implemented GASB Statement No. 54, “Fund Balance Reporting and 
Governmental Fund Type Definitions”. This statement provides more clearly defined 
fund balance categories to make the nature and extent of the constraints placed on a 
government’s fund balance more transparent. The following classifications describe 
the relative strength of the spending constraints placed on the purposes for which 
resources can be used: 
 
• Non-spendable – amounts that are not in a spendable form (such as inventory) or 

are required to be maintained intact. 
 
• Restricted – amounts constrained to specific purposes by their providers  

(such as grantors, bondholders and higher levels of government), through 
constitutional provisions or by enabling legislation. 

 
• Committed – amounts constrained to specific purposes determined by a formal 

action of the City Council, the government's highest level of decision-making 
authority. 

 
• Assigned – amounts the City intends to use for a specific purpose; intent can be 

expressed by City Council or by an official or body to which the City Council 
delegates the authority. By resolution, the Council has authorized the City Manager 
and/or Finance Director to assign fund balance. 

 
• Unassigned – amounts that are for any purpose; positive amounts are reported 

only in the general fund. 
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Note 1: Organization and Summary of Significant Accounting Policies (Continued) 

 
The City Council, as the City's highest level of decision-making authority, may commit 
fund balance for specific purposes pursuant to constraints imposed by formal actions 
taken such as an ordinance or resolution. These committed amounts cannot be used 
for any other purpose unless the City Council removes or changes the specified use 
through the same type of formal action taken to establish the commitment. City Council 
action to commit fund balance needs to occur within the fiscal reporting period; 
however, the amount can be determined subsequently. 
 

14. Property Tax 
 
Property tax revenue is recognized on the modified accrual basis, that is, in the fiscal 
year for which the taxes have been levied provided they become available. Available 
means when due or past due and receivable within the current period and collected 
within the current period or expected to be collected soon enough thereafter to be used 
to pay liabilities of the current period. The County of San Bernardino collects property 
taxes for the City. Tax liens attach annually as of 12:01 A.M. on the first day in January 
proceeding the fiscal year for which the taxes are levied. Taxes are levied on both real 
and personal property as it exists on that date. The tax levy covers the fiscal period 
July 1 to June 30. All secured personal property taxes and one-half of the taxes on real 
property are due November 1; the second installment is due February 1. All taxes are 
delinquent, if unpaid, on December 10 and April 10, respectively. Unsecured personal 
property taxes become due on the first of March each year and are delinquent, if 
unpaid, on August 31. 
 

15. Use of Estimates 
 
The financial statements have been prepared in accordance with generally accepted 
accounting principles accepted in the United States of America and necessarily include 
amounts based on estimates and assumptions by management. Actual results could 
differ from those amounts. 
 

II. STEWARDSHIP 
 
Note 2: Stewardship, Compliance and Accountability 

 
 Deficit Fund Balances 

 
As of June 30, 2020, the following funds have deficit fund balances: 

 
Amount

CDBG (44,859)$       
Enhanced Infrastructure 
   Financing District (46,368)         
Highway Safety Improvement Program (21,685)         
COVID-19 Emergency (30,268)         
Barton/Colton Bridge (2,650)            

 
These deficits will be funded by future revenues or transfers from other funds. 

39
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Note 2: Stewardship, Compliance and Accountability (Continued) 
 
 Budget 

 
The Enhanced Infrastructure Financing District Fund, Barton/Colton Bridge,  
Capital Projects, and the Dog Park Endowment Fund did not adopt a budget for fiscal year  
2019-20 and therefore budgetary comparison information is not presented:  
 

III. DETAILED NOTES ON ALL FUNDS 
 

Note 3: Cash and Investments 
 

Cash and investments as of June 30, 2020, are classified in the accompanying financial 
statements as follows: 
 

Statement of Net Position:
Cash and Investments 10,747,185$   

Statement of Fiduciary Net Position:
Cash and Investments 1,155,252      

Total Cash and Investments 11,902,437$   
 

 
Cash and investments as of June 30, 2020, consist of the following: 
 

Cash on Hand 1,250$           
Deposits with Financial Institutions 4,740,431       
Investments 7,160,756       

Total Cash and Investments 11,902,437$   
 

 
Investments Authorized by the California Government Code and the City’s Investment Policy 
 

The table below identifies the investment types that are authorized for the City by the 
California Government Code (or the City’s investment policy, where more restrictive). The 
table also identifies certain provisions of the California Government Code (or the City’s 
investment policy, where more restrictive) that address interest rate risk, credit risk, and 
concentration of credit risk. This table does not address investments of debt proceeds held 
by bond trustee that are governed by the provisions of debt agreements of the City, rather 
than the general provisions of the California Government Code or the City’s investment 
policy. 

Authorized Investment Type
Maximum 
Maturity

Maximum 
Percentage 
of Portfolio

Maximum 
Investment in 
One Issuer

U.S. Treasury Obligations 5 years None None
Repurchase Agreements 6 years None None
Certificates of Deposit 7 years None None
Passbook Savings Accounts 8 years 30% None
Securities Issued by Federal Agencies N/A None None
Local Agency Investment Fund (LAIF) N/A None 50,000,000$  
Mutual Funds N/A 20% None
Pools and other Investment Structures N/A None None
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Note 3: Cash and Investments (Continued) 

 
Investments Authorized by Debt Agreements 
 

Investments of debt proceeds held by bond trustees are governed by provisions of the debt 
agreements, rather than the general provisions of the California Government Code or the 
City’s investment policy. The table below identifies the investment types that are authorized 
for investments held by bond trustees. The table identifies certain provisions of these debt 
agreements that address interest rate risk, credit risk and concentration of credit risk. 
 

Authorized Investment Type
Maximum 
Maturity

Maximum 
Percentage 
of Portfolio

Maximum 
Investment in 
One Issuer

Government Obligations 5 years None None
FHLB's 6 years None None
FHLMC's 7 years None None
Farm Credit Banks 8 years 30% None
FNMA's N/A None None
Financing Corp Debt Obligations N/A None 50,000,000$  
Certificates of Deposit N/A 20% None
Deposits fully Insured by FDIC N/A None None
USAID Guaranteed Notes N/A None None
Investment Agreements N/A None None
Bankers Acceptances N/A None None
Municipal Obligations rated Aaa N/A None None
Commercial Paper rated P-1 N/A None None
Repurchase Agreements N/A None None
Money Market Mutual Funds rated AAAm N/A None None  
 

Disclosures Relating to Interest Rate Risk 
 

Interest rate risk is the risk that changes in market interest rates will adversely affect the 
fair value of an investment. Generally, the longer the maturity of an investment, the greater 
the sensitivity of its fair value to changes in market interest rates. One of the ways that the 
City manages its exposure to interest rate risk is by purchasing a combination of shorter 
and longer term investments and by timing cash flows from maturities so that a portion of 
the portfolio is maturing or coming close to maturity evenly over time as necessary to 
provide the cash flow and liquidity needed for operations. Information about the sensitivity 
of the fair values of the City’s investments to market interest rate fluctuations are presented 
below. 

Remaining 
Investment 

Maturity

Authorized Investment Type
12 Months or 

Less

Local Agency Investment Fund (LAIF) 3,005,968$      
Local Gov. Invest. Pool (CAMP) 4,153,603        
First American Treasury 1,185              

Total 7,160,756$      
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Note 3: Cash and Investments (Continued) 

 
Disclosures Relating to Credit Risk 

 
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation 
to the holder of the investment. This is measured by the assignment of a rating by a 
nationally recognized statistical rating organization. Information about the minimum rating 
required by the California Government Code, the City’s investment policy, or debt 
agreements, and the actual rating as of year-end for each type of investment held by the 
City can be found below. 
 

Authorized Investment Type Amount
Minimum 

Legal Rating
Actual 
Rating

Local Agency Investment Fund (LAIF) 3,005,968$     N/A N/A
Local Gov. Invest. Pool (CAMP) 4,153,603       N/A N/A
First American Treasury 1,185             N/A N/A

Total 7,160,756$     
 

 
Concentration of Credit Risk 

 
The investment policy of the City contains no limitations on the amount that can be invested 
in any one issuer beyond that stipulated by the California Government Code. During the 
fiscal year ended June 30, 2020, the City did not hold any investments in any one issuer 
(other than Mutual Funds and External Investment Pools) that represent 5% or more of 
total City’s investments. 
 

Custodial Credit Risk 
 
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository 
financial institution, a government will not be able to recover its deposits or will not be able 
to recover collateral securities that are in the possession of an outside party. The custodial 
credit risk for investments is the risk that, in the event of the failure of the counterparty  
(e.g., broker-dealer) to a transaction, a government will not be able to recover the value of 
its investment or collateral securities that are in the possession of another party. The 
California Government Code and the City’s investment policy do not contain legal or policy 
requirements that would limit the exposure to custodial credit risk for deposits or 
investments, other than the following provision for deposits: The California Government 
Code requires that a financial institution secure deposits made by state or local 
governmental units by pledging securities in an undivided collateral pool held by a 
depository regulated under state law (unless so waived by the governmental unit). The 
market value of the pledged securities in the collateral pool must equal at least 110% of 
the total amount deposited by the public agencies. California law also allows financial 
institutions to secure deposits by pledging first deed mortgage notes having a value of 
150% of the secured public deposits. 
 
As of June 30, 2020, the City had deposits with financial institutions in excess of federal 
depository insurance limits of $4,747,773. 
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Note 3: Cash and Investments (Continued) 

 
Investments in State Investment Pool 

 
The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is 
regulated by the California Government Code under the oversight of the Treasurer of the 
State of California. The fair value of the City’s investment in this pool is reported in the 
accompanying financial statements at amounts based upon the City’s pro-rata share of the 
fair value provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of 
that portfolio). The balance available for withdrawal is based on the accounting records 
maintained by LAIF, which are recorded on an amortized cost basis. 
 
LAIF has reported to its participating agencies that, as of June 30, 2020, the carrying 
amount (at amortized cost) of the Pool was $101,110,343,833 and the estimated fair value 
of the Pool was $101,607,078,218. The City’s proportionate share of the Pool’s market 
value (as determined by LAIF) as of June 30, 2020, was $3,005,968. Included in LAIF’s 
investment portfolio are collateralized mortgage obligations, mortgage-backed securities, 
other asset-backed securities, loans to certain state funds, and floating rate securities. 
 

Local Government Investment Pool 
 
The City is a voluntary participant in the Local Government Investment Pool,  
“CAMP” (California Asset Management Program). CAMP is a California Joint Powers 
Authority, established to provide public agencies with professional investment services, 
and is directed by a Board of Trustees, which is made up of experienced local government 
finance directors and treasurers. The CAMP Pool is a permitted investment for all local 
agencies under California Government Code Section 53601(p). 
 
The City reports its share in the investment pool at the estimated fair market value. As of 
June 30, 2020, the City’s share of the Pool (as determined by CAMP) is $4,153,603. 
Included in the CAMP’s investment portfolio are U.S. treasury notes, bonds, bills or 
certificates of indebtedness or other obligations of the United States, federal agency or 
U.S. government-sponsored enterprise obligations, participations or other instruments, 
repurchase agreements, bills of exchange or time drafts, negotiable certificates of deposits, 
commercial paper of prime quality of the highest ranking or of the highest letter and number 
rating. 
 

Pooled Cash 
 
The City follows the practice of pooling cash and investments of all funds, except for funds 
required to be held by outside fiscal agents under the provisions of bond indentures.  
 
Interest income earned on pooled cash and investments is allocated to the various funds 
based on the cash balances. Interest income from cash and investments with fiscal agents 
is credited directly to the related fund. 
 

 Fair Value Measurement and Application 

The City categorizes its fair value measurements within the fair value hierarchy established 
by generally accepted accounting principles. The hierarchy is based on the valuation inputs 
used to measure the fair value of the asset. Level 1 inputs are quoted prices in active 
markets for identical assets; Level 2 inputs are significant other observable inputs;  
Level 3 inputs are significant unobservable inputs. 
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Note 3: Cash and Investments (Continued) 
 

The City has the following recurring fair value measurements as of June 30, 2020: 
 

Total 1 2 3 Uncategorized
Investments:

Local Government Investment Pool 4,153,603$     -$              -$              -$              4,153,603$         
First American Treasury 1,185             -                1,185         -                -                         
Local Agency Investment Fund 3,005,968       -                -                -                3,005,968           

Total Cash Investments 7,160,756$     -$              1,185$       -$              7,159,571$         

Investment Type
Level

 
Note 4: Interfund Receivable, Payable and Transfers 
 

The composition of interfund balances at June 30, 2020, is as follows: 
 
Due to/from other funds: 
 

Receivable Fund Payable Fund Amount

General Fund Nonmajor Governmental Funds (1) 94,798$     
Street Improvement Fund Nonmajor Governmental Funds (2) 9,000        
Nonmajor Governmental Funds Nonmajor Governmental Funds (3) 27,000       

130,798$   
 

 
(1) The General Fund advanced funds to the Highway Safety Improvement Program Fund, 

Enhanced Infrastructure Financing District, COVID-19 Emergency Fund, and the 
Barton/Colton Bridge Fund to cover deficit cash balances. 

(2) The Street Improvement Fund advanced funds to the Enhanced Infrastructure 
Financing District Fund to cover expenditures. 

(3) The Storm Drain Improvement Fund, Park Development Fund and Facilities 
Development Fund advanced funds of $9,000 each to the Enhanced Infrastructure 
Financing District Fund to cover expenditures.  
 

Advances from/to other funds: 
 

Receivable Fund Payable Fund Amount

Housing Authority Fund General Fund 168,205$    
Waste Water Disposal General Fund 965,554      

1,133,759$ 
 

 
In April 1980, the Community Redevelopment Agency (CRA) entered into a pass-through 
agreement with the City, which was found to be in noncompliance with State statutes. The 
misallocated tax increment was being treated as an advance payable to the former 
Community Redevelopment Agency from the General Fund. Upon the dissolution of the 
Redevelopment Agency, the advance receivable was transferred to the Housing Authority 
and the Successor Agency and is shown as a due from other government in the  
Private Purpose Trust Fund in the amount of $885,797 and an advance to other funds in 
the Housing authority in the amount of $168,205. The advance is to be repaid as funds are 
available.
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Note 4: Interfund Receivable, Payable and Transfers (Continued) 

 
On June 30, 2018, the Waste Water Disposal Fund formalized in a promissory note its 
advance to the General Fund in the amount of $875,000 for the acquisition of property 
located at 22273 Barton Road. Effective September 13, 2016, interest on the advance 
accrues at a rate equal to the Local Agency Investment Fund yield.  Beginning July 1, 2022, 
the General Fund will make annual payments in the amount of $87,500. Thereafter 
payments will be made on the 1st day of each fiscal year. All outstanding principal and 
accrued interest under the note will be due and payable on July 1, 2030. At June 30, 2020, 
the advance to the General Fund amounts to $965,554 and includes accrued interest of 
$90,554. 

 
Interfund Transfers: 
 

Fund Receiving Transfers Fund Making Transfers Amount

General Fund Nonmajor Governmental Funds (1) 94,609$       
Nonmajor Governmental Funds General Fund (2) 155,377       
Nonmajor Governmental Funds Street Improvement Fund (3) 40,457         
Nonmajor Governmental Funds Nonmajor Governmental Funds (4) 309,044       

Total Interfund Transfers 599,487$     
 

 
(1) Transfers in amount of $94,242 were made from the Child Care Center Fund to the 

General Fund to close the Child Care Center Fund. Transfers in amount of $367 were 
made from So Cal Incentive Project (SCIP) Grant Fund to move excess monies in the 
SCIP Fund. 

(2) Transfers in the amount of $120,377 were made from the General Fund to the  
State Gas Tax Fund for franchise sweep fees and pavement impact fees. Transfers 
in the amount of $10,000 were made to the Senior Bus Program Fund for additional 
funding. Transfers in the amount of $25,000 were made to the Capital Improvement 
– Streets Fund for the Traffic Signal Modification Project on Barton Road and Preston 
Street. 

(3) Transfer to the Capital Improvement – Streets Fund for the Traffic Signal Modification 
Project on Barton Road and Preston Street. 

(4) Transfers in the amount of $100,000 were made from the Parks Fund to Capital 
Projects Fund – Parks for the Blue Mountain Trail Project. Transfers in amount of 
$45,000 from the Air Quality Improvement Fund to the So Cal Incentive Project (SCIP) 
Grant Fund for the Electric Vehicle Station Project. Transfers in amount of $5,000 
were made from the Air Quality Improvement Fund to the Senior Bus Program Fund 
for additional funding. Transfers in the amount of $73,400 were made from the  
Spring Mountain Ranch Fund to the Capital Improvement – Streets Fund for the Traffic 
Signal Modification Project on Barton Road and Preston Street. Transfers in the 
amount of $85,644 were made from the Gas Tax Fund to the RMRA Fund to establish 
the new fund.  
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Note 5: Capital Assets 

 
Capital assets activity for the year ended June 30, 2020, was as follows: 

Beginning Ending
Balance Additions Deletions Balance

Governmental Activities:
Capital assets, not being depreciated:

Land 3,112,881$     -$                -$                 3,112,881$     
Construction-in-progress 770,117          146,372      -                   916,489          

Total Capital Assets,
  Not Being Depreciated 3,882,998       146,372      -                   4,029,370       

Capital assets, being depreciated:
Buildings 5,614,595       -                  -                   5,614,595       
Machinery and Equipment 926,113          178,533      -                   1,104,646       
Vehicles 598,629          7,731          24,251         582,109          
Improvements other than buildings 6,337,945       -                  -                   6,337,945       
Infrastructure 4,341,296       154,386      -                   4,495,682       

Total Capital Assets,
  Being Depreciated 17,818,578     340,650      24,251         18,134,977     

Less accumulated depreciation:   
Buildings 3,323,580       141,326      -                   3,464,906       
Machinery and Equipment 643,184          117,126      -                   760,310          
Vehicles 495,647          37,070        24,251         508,466          
Improvements other than buildings 3,606,747       271,679      -                   3,878,426       
Infrastructure 2,441,876       235,342      -                   2,677,218       

Total Accumulated
  Depreciation 10,511,034     802,543      24,251         11,289,326     

Total Capital Assets,
  Being Depreciated, Net 7,307,544       (461,893)     -                   6,845,651       

Governmental Activities
  Capital Assets, Net 11,190,542$  (315,521)$  -$                 10,875,021$   

 
 

Depreciation expense was charged to functions of the primary government as follows: 
 

Governmental Activities:

General Government 143,301$     
Public Safety 40,984         
Public Works 288,210       
Cultural and recreation 330,048       

Total Depreciation expense - Governmental Activities 802,543$     
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Note 5: Capital Assets (Continued) 

 
Beginning Ending
Balance Additions Deletions Balance

Business-type Activities:
Capital assets, being depreciated:

Sewer mains 4,023,128$      -$                    -$                 4,023,128$      
Laterals 1,890,944        -                      -                   1,890,944        
Manholes 1,298,760        -                      -                   1,298,760        
Improvements 202,274           -                      -                   202,274           

Total Capital Assets,
  Being Depreciated 7,415,106        -                      -                   7,415,106        

Less accumulated depreciation:     
Sewer mains 1,560,955        44,701            -                   1,605,656        
Laterals 646,143           21,010            -                   667,153           
Manholes 474,534           14,431            -                   488,965           
Improvements 113,776           8,428              -                   122,204           

Total Accumulated Depreciation 2,795,408        88,570            -                   2,883,978        

Business-type Activities
  Capital Assets, Net 4,619,698$     (88,570)$       -$                 4,531,128$     

 
 

Note 6: Compensated Absences 
 
Compensated absences activity for the year ended June 30, 2020, was as follows: 
 

Beginning Ending Due Within
Balance Additions Deletions Balance One Year

Compensated Absences 174,101$          176,524$       184,492$       166,133$          41,533$         

Total Long-Term Liabilities 174,101$         176,524$      184,492$      166,133$          41,533$        

 
The City’s policies relating to compensated absences are described in Note 1 of the  
Notes to Financial Statements. The liability will be paid in future years as it becomes due 
from the General Fund. 

 
Note 7: Pension Plan 

 
Plan Description 

 
The City contributes to the California Public Employees Retirement System (PERS), a cost 
sharing multiple-employer public employee defined benefit pension plan. PERS provides 
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to 
plan members and beneficiaries. PERS acts as a common investment and administrative 
agent for participating public entities within the State of California. Benefit provisions and 
all other requirements are established by State statute and City ordinance. Copies of 
PERS’ annual financial report may be obtained from their executive office:  
400 “P” Street, Sacramento, California 95814.
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Note 7: Pension Plan (Continued) 

 
Benefits Provided  
 

CalPERS provides service retirement and disability benefits, annual cost-of-living 
adjustments and death benefits to plan members, who must be public employees and 
beneficiaries. Benefits are based on years of credited service, equal to one year of  
full-time employment. Members with five years of total service are eligible to retire at 
age 50 with statutorily reduced benefits. All members are eligible for non-duty disability 
benefits after 10 years of service. The death benefit is one of the following: the  
Basic Death Benefit, the 1957 Survivor Benefit, or the Optional Settlement 2W Death 
Benefit. The cost of living adjustments for each plan are applied as specified by the 
Public Employees’ Retirement Law. 

 
Below is the summary of the plans’ provisions and benefits in effect at June 30, 2020, 
for which the City of Grand Terrace has contracted:  

 

Tier 1 * Tier 2 PEPRA

Hire date

Prior to           
December 13, 2012

December 13, 2012 
but prior to        

January 1, 2013

January 1, 2013 
and after

Benefit formula 2.7% @ 55 2% @ 60 2% @ 62
Benefit vesting schedule 5 years service 5 years service 5 years service
Benefit payments monthly for life monthly for life monthly for life
Retirement age minimum 50 yrs minimum 50 yrs minimum 52 yrs

Monthly benefits, as a % 
of eligible compensation

2% - 2.7%, 50 yrs - 
63+ yrs, 

respectively

1.092% - 2.418%, 
50 yrs - 63+ yrs, 

respectively

1.000% - 2.500%, 
52 yrs - 67+ yrs, 

respectively
Required employee 
contribution rates 7.954% 6.915% 6.750%
Required employer 
contribution rates 13.182% 8.081% 6.985%

          *Closed to new entrants

Miscellaneous Cost-Sharing Plans

 
 

Employees Covered 
 
 At June 30, 2020, the following employees were covered by the benefit terms of the Plan: 
 

Description Misc - Tier 1 Misc - Tier 2   PEPRA Total
Active members 12 4 17 33
Transferred members 15 5 4 24
Terminated members 61 1 15 77
Retired members and beneficiaries 42 0 1 43
            Total 130 10 37 177

Number of Members 
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Note 7: Pension Plan (Continued) 

 
Contribution Description  
 

Section 20814(c) of the California Public Employees’ Retirement Law (PERL) requires that 
the employer contribution rates for all public employers be determined on an annual basis 
by the actuary and shall be effective on the July 1 following notice of a change in the rate. 
The total plan contributions are determined through the CalPERS’ annual actuarial 
valuation process. The actuarially determined rate is based on the estimated amount 
necessary to pay the Plan’s allocated share of the risk pool’s costs of benefits earned by 
employees during the year, and any unfunded accrued liability. The City is required to 
contribute the difference between the actuarially determined rate and the contribution rate 
of employees. 

 
For the year ended June 30, 2020, the employer contributions recognized as a reduction 
to the net pension liability was $383,835. 

 
Pension Liabilities, Pension Expense and Deferred Outflows and Deferred Inflows of 
Resources Related to Pensions  
 

As of June 30, 2020, the City reported net pension liabilities for its proportionate shares of 
the net pension liability of $5,141,928. 
 
The City’s net pension liability is measured as the proportionate share of the net pension 
liability. The net pension liability is measured as of June 30, 2019, and the total pension 
liability for each Plan used to calculate the net pension liability was determined by an 
actuarial valuation as of June 30, 2018 rolled forward to June 30, 2019 using standard 
update procedures. The City’s proportion of the net pension liability was based on a 
projection of the City’s long-term share of contributions to the pension plans relative to the 
projected contributions of all participating employers, actuarially determined. The City’s 
proportionate share of the net pension liability as of June 30, 2018 and 2019 was as follows: 

 
  Proportions as a percentage of the CalPERS risk pool:  
 

Proportion - June 30, 2018 0.05152%
Proportion - June 30, 2019 0.04719%
Change - Increase (Decrease) -0.00433%
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Note 7: Pension Plan (Continued) 

 
For the year ended June 30, 2020, the City recognized a total pension expense of  
$572,033. At June 30, 2020, the City reported deferred outflows and deferred inflows of 
resources related to pensions as follows: 
 

Deferred Outflows of 
Resources

Deferred Inflows of 
Resources

City contribution subsequent to the 
measurement date 383,360$                      -$                                 

Difference between Expected and 
Actual Experience 357,129                        (27,670)                         

Change in Assumptions 245,190                        (86,918)                         
Net Difference between Projected 
and Actual Earnings on Pension 
Plan Investments -                                  (89,897)                         
Adjustment due to Difference in 
Proportions 4,042                           (187,336)                       
Differences in proportionate share 5,000                           (105,839)                       

Total 994,721$                      (497,660)$                     

 
$383,360 reported as deferred outflows of resources related to contributions subsequent 
to the measurement date will be recognized as a reduction of the net pension liability in the 
year ended June 30, 2020.  Other amounts reported as deferred outflows or deferred 
inflows of resources related to pensions will be recognized as pension expense as follows: 
 

 

Measurement 
Period Ended 

June 30:

Deferred 
Outflows/(Inflows) 

of Resources
2020 268,531$                 
2021 (152,188)                  
2022 (20,808)                    
2023 18,166                     

113,701$                 
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Note 7: Pension Plan (Continued) 

 
Actuarial Methods and Assumptions Used to Determine Total Pension Liability 
 

For the measurement period ended June 30, 2019, the total pension liability was 
determined by rolling forward the June 30, 2018 total pension liability. The June 30, 2019 
total pension liability was based on the following actuarial methods and assumptions: 
 

Valuation Date
Measurement Date
Actuarial Cost Method
Actuarial Assumptions:

Discount Rate
Inflation

Payroll Growth

Investment Rate of Return

Mortality

Post Retirement Benefit Increase

Miscellaneous Plan (1)

7.15% (2)

Varies by Entry Age and Service 

2.50%
7.15%

June 30, 2019
Entry-Age Normal Cost Method

June 30, 2018

Contract cost of living adjustment (COLA) up to 2.50% until
Purchasing Power Protection Allowance Floor on Purchasing
Power applies

(2) Net of pension plan investment expenses, including inflation

(1) Actuarial assumptions are the same for all benefit tiers (Classic Tier I, Classic Tier II, and PEPRA)

(3) The mortality table used was developed based on the CalPERS' specific data. The table includes
20 years of projected mortality improvements using Society of Actuaries Scale BB. For more details on
the table, please refer to the CalPERS 2017 experience study report available on CalPERS' website. 

Derived using CalPERS Membership Data for all Funds (3)

 
 

Change of Assumptions 
 

For the measurement date June 30, 2019, there were no changes in assumptions. 
 

Discount Rate  
 

The discount rate used to measure the total pension liability was 7.15% for the Plan. The 
projection of cash flows used to determine the discount rate assumed that contributions 
from plan members will be made at the current member contribution rates and that 
contributions from employers will be made at statutorily required rates, actuarially 
determined. Based on those assumptions, the Plan’s fiduciary net position was projected 
to be available to make all projected future benefit payments of current plan members.  

 
Therefore, the long-term expected rate of return on plan investments was applied to all 
periods of projected benefit payments to determine the total pension liability. 

 
Long-Term Expected Rate of Return 

 
The long-term expected rate of return on pension plan investments was determined using 
a building-block method in which expected future real rates of return (expected returns, net 
of pension plan investment expense and inflation) are developed for each major asset 
class. 
 
In determining the long-term expected rate of return, CalPERS took into account both 
short-term and long-term market return expectations as well as the expected pension fund 
cash flows. Using historical returns of all the funds’ asset classes, expected compound  
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Note 7: Pension Plan (Continued) 

 
returns were calculated over the short-term (first 10 years) and the long-term (11-60 years) 
using a building-block approach. Using the expected nominal returns for both short - term 
and long - term, the present value of benefits was calculated for each fund. 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 table below reflects long-term expected real rate of return by asset class. The rate of 
return was calculated using the capital market assumptions applied to determine the 
discount rate and asset allocation. 
 

Asset Class
New Strategic 

Allocation
Real Return 

Years 1 - 10 (1)
Real Return 

Years 11+ (2)
Global Equity 50.00% 4.80% 5.98%
Fixed Income 28.00% 1.00% 2.62%
Inflation Assets 0.00% 0.77% 1.81%
Private Equity 8.00% 6.30% 7.23%
Real Assets 13.00% 3.75% 4.93%
Liquidity 1.00% 0.00% -0.92%

100.00%
 

(1) An expected inflation of 2% used for this period. 
(2) An expected inflation of 2.92% used for this period. 

 
Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate 
 

The following presents the City’s proportionate share of the net pension liability, calculated 
using the discount rate of 7.15%, as well as what the City’s proportionate share of the net 
pension liability would be if it were calculated using a discount rate that is 1% point lower 
(6.15%) or 1% point higher (8.15%) than the current rate: 
 

Discount Rate - 1% Current Discount Discount Rate +1%
6.15% 7.15% 8.15%

Miscellaneous 7,438,942$             5,141,928$          3,245,905$          

Plans' Net Pension 
Liability/(Asset)

 
 

Pension Plan Fiduciary Net Position  
 
Detailed information about the pension plan’s fiduciary net position is available in the 
separately issued CalPERS financial reports. See CalPERS’ website for additional 
information. 
 

Note 8: Other Post-Employment Benefits  
 

Plan Description 
 
The City provides a medical plan coverage for retirees. This coverage is available for 
employees who satisfy the requirements for retirement under the California Public 
Employees Retirement System (PERS), which is age 50 or older with at least five years of 
State or public agency service.  
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Note 8: Other Post-Employment Benefits (Continued) 
 

Medical plan benefits are provided through PERS, as permitted by the Public Employees’ 
Medical and Hospital and Care Act (PEMHCA). As a PEMHCA employer, the City has 
elected the unequal contribution method, where the contribution will be increased annually 
over twenty years until it reaches the same employer contribution as active employee 
medical plan coverage. 
 

Contributions 
 
The contribution requirements of plan members and the City are established and may be 
amended by the City Council. Currently, contributions are not required from plan members. 
The City is funding the Other-Post Employment Benefits plan on a pay-as-you-go basis. 
For fiscal year ended June 30, 2020, the City paid $46,213 in retiree health benefits. 
 

Employees Covered 
 

At June 30, 2020, the measurement date, the following numbers of participants were 
covered by the benefit terms: 

Number of Covered 
Participants

Inactives currently receiving benefits  8
Inactives entitled to but not yet receiving benefits 18                        
Active employees  18

Total 44                        

 
Covered participant counts were available to the actuary for the June 30, 2019 actuarial 
valuation but not as of June 30, 2020 measurement date. 
 

Total OPEB Liability 
 

The City's total OPEB liability was measured as of June 30, 2020 for the measurement 
period July 1, 2019 through June 30, 2020. The total OPEB liability used to calculate the 
total OPEB liability was determined by an actuarial valuation dated June 30, 2019, based 
on the following actuarial assumptions: 
 

Discount Rate 2.45% (index rate for 20-year, tax exempt municipal bonds)
Inflation 2.25%
Investment Rate of Return N/A
Mortality Rate 

Healthcare Trend Rate

Actuarial Assumptions 

Based on assumpriond for Public Agency Miscellaneous
members published in the December 2017 CalPERS
Experience Study. These tables include 15 years of static
mortality improvement using 90% of scale MP-2016.
6.4% for FY2020, gradually decreasing over several
decades to an ultimate rate of 3.8% in FY 2076 and later
years.  

 
Change of Assumptions 
 

For the measurement date June 30, 22020, the discount rate decreased from 3.50% to 
2.45%. 
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Note 8: Other Post-Employment Benefits (Continued) 
 

Discount Rate 
 

The discount rate used to measure the total OPEB liability was 2.45%.  
 

Changes in the Total OPEB Liability.  
 
The changes in the total OPEB liability for the plan are as follows: 
 

Total OPEB Liability
Measurement Period 

2019-20 

Total OPEB Liability - June 30, 2019 1,344,639$              
Changes in Total OPEB Liability

Service Cost 110,779                  
Interest 50,131                    
Actual vs. expected experience 119,429                  
Assumption changes 121,299                  
Benefits payments (46,213)                   

Net Changes 355,425                  

Total OPEB Liability - June 30, 2020 1,700,064$              
 

 
Sensitivity of the Total OPEB Liability to Changes in the discount rate 

 
The following presents the total OPEB liability of the City, as well as what the City's total 
OPEB liability would be if it were calculated using a discount rate that is one percentage 
point higher or one percentage point lower than the current discount rate, for the 
measurement period June 30, 2020: 
 

1% Decrease (1.45%) Current Rate (2.45%) 1% Increase (3.45%)

Total OPEB Liability 1,951,393$              1,700,064$             1,494,189$              

Discount Rate

 
 

Sensitivity of the total OPEB liability to changes in the healthcare cost trend rates  
 

The following presents the total OPEB liability of the City, as well as what the City's total 
OPEB liability would be if it were calculated using healthcare cost trend rates that are one 
percentage point higher or one percentage point lower than the current healthcare cost 
trend rates: 
 

1% Decrease Current Rate 1% Increase

Total OPEB Liability 1,602,492$       1,700,064$       1,819,159$       

Healthcare Trend Rate
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OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  

 
For the fiscal year ended June 30, 2020, the City recognized OPEB expense of $148,418. 
At June 30, 2020, the City's deferred outflows of resources and deferred inflows of 
resources related to OPEB from the following sources: 
 

Deferred Outflows of 
Resources

Deferred Inflows of 
Resources

Difference between Expected and 
Actual Experience 104,196$                      -$                                 

Change in Assumptions 146,475                        21,517                          

Total 250,671$                      21,517$                        
 

 
Amounts reported as deferred outflows of resources and deferred inflows of resources 
related to OPEB will be recognized in OPEB expense as follows: 
 

Fiscal Year Ended 
June 30

Deferred 
Outflows/(Inflows) of 

Resources

2021 33,721$                
2022 33,721                  
2023 36,114                  
2024 38,395                  
2025 30,705                  

Thereafter 56,498                  

Total 229,154$              

 
Note 9: Risk Management  

 
The City is a member of the California Joint Powers Insurance Authority (the "Authority"). The 
following joint venture disclosures are made in compliance with GASB Code Section J50.103: 
 
a. Description of Self-Insurance Pool Pursuant to Joint Powers Agreement 
 

The City of Grand Terrace is a member of the California Joint Powers Insurance Authority 
(Authority). The Authority is composed of 118 California public entities and is organized 
under a joint powers agreement pursuant to California Government Code §6500 et seq. 
The purpose of the Authority is to arrange and administer programs for the pooling of  
self-insured losses, to purchase excess insurance or reinsurance, and to arrange for group 
purchased insurance for property and other lines of coverage. The California JPIA began 
covering claims of its members in 1978. Each member government has an elected official 
as its representative on the Board of Directors. The Board operates through a nine-member 
Executive Committee. 
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Note 9: Risk Management (Continued) 

 
b. Primary Self-Insurance Programs of the Authority 

 
Each member pays an annual contribution at the beginning of the coverage period. A 
retrospective adjustment is then conducted annually thereafter, for coverage years  
2012-13 and prior. Coverage years 2013-14 and forward are not subject to routine annual 
retrospective adjustment. The total funding requirement for primary self-insurance 
programs is based on an actuarial analysis. Costs are allocated to individual agencies 
based on payroll and claims history, relative to other members of the risk-sharing pool. 
 
Primary Liability Program 
 

Claims are pooled separately between police and general government exposures.  
(1) The payroll of each member is evaluated relative to the payroll of other members. 
A variable credibility factor is determined for each member, which establishes the 
weight applied to payroll and the weight applied to losses within the formula.  
(2) The first layer of losses includes incurred costs up to $30,000 for each occurrence 
and is evaluated as a percentage of the pool’s total incurred costs within the first layer.  
 
(3) The second layer of losses includes incurred costs from $30,000 to $750,000 for 
each occurrence and is evaluated as a percentage of the pool’s total incurred costs 
within the second layer. (4) Incurred costs from $750,000 to $50 million, are distributed 
based on the outcome of cost allocation within the first and second loss layers. 
 
The overall coverage limit for each member, including all layers of coverage, is  
$50 million per occurrence. Subsidence losses have a sub-limit of $40 million per 
occurrence. The coverage structure includes retained risk that is pooled among 
members, reinsurance, and excess insurance. More detailed information about the 
various layers of coverage is available on the following website: 
https://cjpia.org/protection/coverage-programs. 

 
Primary Workers’ Compensation Programs 
 

Claims are pooled separately between public safety (police and fire) and general 
government exposures. (1) The payroll of each member is evaluated relative to the 
payroll of other members. A variable credibility factor is determined for each member, 
which establishes the weight applied to payroll and the weight applied to losses within 
the formula. (2) The first layer of losses includes incurred costs up to $50,000 for each 
occurrence and is evaluated as a percentage of the pool’s total incurred costs within 
the first layer. (3) The second layer of losses includes incurred costs from $50,000 to 
$100,000 for each occurrence and is evaluated as a percentage of the pool’s total 
incurred costs within the second layer. (4) Incurred costs from $100,000 to statutory 
limits are distributed based on the outcome of cost allocation within the first and second 
loss layers. 
 
For 2019-20 the Authority’s pooled retention is $1 million per occurrence, with 
reinsurance to statutory limits under California Workers’ Compensation Law. 
Employer’s Liability losses are pooled among members to $1 million. Coverage from 
$1 million to $5 million is purchased as part of a reinsurance policy, and Employer’s 
Liability losses from $5 million to $10 million are pooled among members. 
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Note 9: Risk Management (Continued) 

 
c. Purchased Insurance 

 
Pollution Liability Insurance  
 

The City of Grand Terrace participates in the pollution legal liability insurance program 
which is available through the Authority. The policy covers sudden and gradual 
pollution of scheduled property, streets, and storm drains owned by the  
City of Grand Terrace. Coverage is on a claim’s made basis. There is a $50,000 
deductible. The Authority has an aggregate limit of $50 million for the 3-year period 
from July 1, 2017 through July 1, 2020. Each member of the Authority has a  
$10 million sub-limit during the 3-year policy term. 

 
Property Insurance 
 

The City of Grand Terrace participates in the all-risk property protection program of the 
Authority. This insurance protection is underwritten by several insurance companies. 
City of Grand Terrace property is currently insured according to a schedule of covered 
property submitted by the City of Grand Terrace to the Authority. City of Grand Terrace  
 
property currently has all-risk property insurance protection in the amount of 
$16,265,558. There is a $10,000 deductible per occurrence except for non-emergency 
vehicle insurance which has a $2,500 deductible. 

 
Crime Insurance  
 

The City of Grand Terrace purchases crime insurance coverage in the amount of  
“Non Participant” with a “Non Participant” deductible. The fidelity coverage is provided 
through the Authority. 

 
d. Adequacy of Protection 

 
During the past three fiscal years, none of the above programs of protection experienced 
settlements or judgments that exceeded pooled or insured coverage. There were also no 
significant reductions in pooled or insured liability coverage in 2019-20.  

 
Note 10: Commitments and Contingencies 
 

As of June 30, 2020, in the opinion of the City Administration and its legal counsel, there are 
no outstanding matters, which would have a material effect on the financial position of the City. 

 
 The following material construction commitments existed at June 30, 2020: 

Project Name
 Contract 
Amount 

 Expenditures to 
date as of

 June 30, 2020 
 Remaining 

Commitments 

Commerce Way - Real Estate Acquisition of private & remnant land 83,173$   $           16,401 66,772$         
Commerce Way - Final Design 11,986                    7,868 4,118             
Commerce Way Project 172,865                10,010 162,855         
Blue Mountain Trail 103,087                13,495 89,592           
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Note 11: Proposition 218 

 
Proposition 218, which was approved by the voters in November 1996, will regulate the City's 
ability to impose, increase and extend taxes, assessments and fees. Any new, increased, or 
extended taxes, assessments, and fees subject to the provisions of Proposition 218 require 
voter approval before they can be implemented. Additionally, Proposition 218 provides that 
these taxes, assessments, and fees are subject to the voter initiative process and may be 
rescinded in the future by the voters. 
 

Note 12: Successor Agency Private-Purpose Trust Fund to the Former Redevelopment Agency 
 

On December 29, 2011, the California Supreme Court upheld Assembly Bill X1 26 (“the Bill”) 
that provides for the dissolution of all redevelopment agencies in the State of California. This 
action impacted the reporting entity of the City of Grand Terrace that previously had reported 
a redevelopment agency within the reporting entity of the City as a blended component unit. 
The Bill provides that upon dissolution of a redevelopment agency, either the city or another 
unit of local government will agree to serve as the “successor agency” to hold the assets until 
they are distributed to other units of state and local government.  
 
After enactment of the law, which occurred on June 28, 2011, redevelopment agencies in the 
State of California cannot enter into new projects, obligations or commitments. Subject to the 
control of a newly established oversight board, remaining assets can only be used to pay 
enforceable obligations in existence at the date of dissolution (including the completion of any 
unfinished projects that were subject to legally enforceable contractual commitments). 
 
In future fiscal years, successor agencies will only be allocated revenue in the amount that is 
necessary to pay the estimated annual installment payments on enforceable obligations of the 
former redevelopment agency until all enforceable obligations of the prior redevelopment 
agency have been paid in full and all assets have been liquidated. 

 
In accordance with the timeline set forth in the Bill (as modified by the California Supreme Court 
on December 29, 2011) all redevelopment agencies in the State of California were dissolved 
and ceased to operate as a legal entity as of February 1, 2012. After the date of dissolution, 
the assets and activities of the dissolved redevelopment agency are reported in a fiduciary fund 
(private purpose trust fund) in the financial statements of the City. 

 
Cash and Investments 

 
As of June 30, 2020, cash and investments were reported in the accompanying financial 
statements as follows: 

 

 
 

Cash and investments   489,351$ 

Total Cash and Investments   489,351$ 
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(Continued) 
 
Long-Term Debt 
 

Long-term liability activity for the year ended June 30, 2020, was as follows: 
 

Beginning Ending
Balance Additions Deletions Defeased Balance

Direct Borrowings:
Tax Allocation Bonds:

2011 Tax Allocation Bonds, Series A 13,095,000$    -$                340,000$     12,755,000$       -$                    
2011 Tax Allocation Bonds, Series B 3,735,000        -                  360,000       3,375,000           -                      

Discount on Bonds issued (100,604)         -                  (2,496)          (98,108)               -                      

Total Bonds Payable 16,729,396$   -$               697,504$    16,031,892$       -$                   

  
2011A Tax Allocation Bonds 

 
In June of 2011, the former CRA issued the $15,175,000 Community Redevelopment 
Project Area Tax Allocation Bonds, Issue of 2011A. The Bonds were issued to finance 
public improvement projects pursuant to the Redevelopment Plan and for other 
redevelopment activities of the Agency. Interest varies from 2.00% to 6.00% and is 
payable semiannually on March 1 and September 1, commencing September 1, 2011. 
Principal payments are due annually commencing September 1, 2012, through 
September 1, 2033. The Bonds are payable from and secured by a pledge of  
Tax Increment, less amounts required to make payments under the Pass-Through 
Agreements, annual debt service of the 2004 Bonds and the Housing Set-Aside 
amount. 
 

2011B Tax Allocation Bonds 
 
In June of 2011, the former CRA issued the $5,650,000 Community Redevelopment 
Project Area Tax Allocation Bonds, Issue of 2011A. The Bonds were issued to finance 
the acquisition of land for resale and development in the project area. Interest varies 
from 7.10% to 7.70% and is payable semiannually on March 1 and September 1, 
commencing September 1, 2011. Principal payments are due annually commencing 
September 1, 2012, through September 1, 2033. The Bonds are payable from and 
secured by a pledge of Tax Increment, less amounts required to make payments under 
the Pass-Through Agreements. 

 
The 2011A Tax Allocation Bond and 2011B Tax Allocation Bond were transferred to 
the Successor Agency on February 1, 2012, as a result of the Redevelopment Agency 
closure. On October 2019, the Successor Agency to the Community Redevelopment 
Agency defeased the Community Redevelopment Project Area, Tax Allocation bonds, 
Issues 2011A and 2011 B and recorded a loss of $733,688 on the defeasance. 
 

Note 13: Subsequent Event 
 

In December 2019, an outbreak of a novel strain of coronavirus (COVID-19) originated in 
China, and has since spread to a number of other countries, including the U.S. On  
March 11, 2020, the World Health Organization characterized COVID-19 as a pandemic. In 
addition, several states in the U.S., including California, have declared a state of emergency.  
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Potential impacts to the City’s future tax revenues include disruptions or restrictions on City 
current employees' ability to work. The economic impacts associated with COVID-19 is difficult 
to predict at this point. On April 28, 2020, the City Council adopted Resolution No. 2020-07 
declaring a fiscal emergency related to the increase spread of COVID-19 and directing the  
City Manager to research, review and present to City Council for approval budget cut to mitigate 
the fiscal impacts to the FY2019-20 and FY2020-21 budgets.  
 
On March 27, 2020, in response to the economic fallout of the Coronavirus pandemic in the 
United States, Congress passed the Coronavirus Aid, Relief, and Economic Security Act, also 
known as the CARES Act, which provided $2.2 trillion in economic stimulus funding 
 
through a variety of channels. The State of California received a $500 million allocation to 
provide cities which did not receive a direct federal allocation through the CARES Act. The City 
entered into an agreement with the State of California in July 2020 to receive their allocation of 
the CARES Act funding. The total amount of CARES Act funding to be received by the City is 
$25,571. This funding was for the reimbursement of costs incurred by the City since the start 
of the pandemic. 
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CITY OF GRAND TERRACE

MISCELLANEOUS COST-SHARING PLAN
SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
AS OF JUNE 30, FOR THE LAST TEN FISCAL YEARS (1)

Measurement Date 2014 2015 2016 2017 2018 2019

Miscellaneous  Plan

Proportion of the Net Pension Liability 0.05190% 0.05638% 0.05243% 0.05107% 0.05077% 0.05018%

Proportionate Share of the Net Pension Liability 3,229,236$ 3,870,057$ 4,536,720$ 5,064,768$ 4,891,935$ 5,141,928$

Covered Payroll 1,413,685$ 1,452,613$ 1,335,625$ 1,540,292$ 1,352,434$ 1,382,907$

Proportionate Share of the Net Pension Liability as 
Percentage of Covered Payroll 228.43% 266.42% 339.67% 328.82% 361.71% 371.82%

Plan Fiduciary Net Position as a Percentage of the Total
Pension Liability 78.40% 79.82% 75.87% 73.31% 75.26% 75.26%

Notes to Schedule:
Benefit Changes: No changes in benefits.

Changes of Assumptions: In 2017, the account discount rate was reduced from 7.65 percent to 7.15 percent. In 2018, demographic assumptions and inflation rate were changed in 
accorance to the CalPERS Experience study and Review of Actuarial Assumptions December 2017.

(1) Historical information is required only for measurement for which GASB Statement No. 68 is applicable. Fiscal Year 2015 was the first year of implementation, therefore only six
years are shown.
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CITY OF GRAND TERRACE

COMBINING STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2020

Revenues:
Taxes
Licenses and permits
Intergovernmental
Charges for services
Use of money and property
Fines and forfeitures
Miscellaneous

               Total Revenues

Expenditures:
Current:
   General government
   Public safety
   Cultural and recreation
   Public works
Capital outlay

               Total Expenditures

               Excess (Deficiency) of Revenues
                Over (Under) Expenditures

Other Financing Sources (Uses):
Transfers in
Transfers out

               Total Other Financing Sources
                 (Uses)

               Net Change in Fund Balances

Fund Balances, Beginning of Year

Fund Balances, End of Year

-$                     -$                    -$                    -$                    
- - - -
- 133,901 - 219,166
- - - -
- - - -
- - - -
- - - -

- 133,901 - 219,166

4,725 - 20,982 -
- - - -
- - 988 -
- - 8,298 914
- 178,534 - -

4,725 178,534 30,268 914

(4,725) (44,633) (30,268) 218,252

- 45,000 - 85,644
- (367) - -

- 44,633 - 85,644

(4,725) - (30,268) 303,896

(41,643) - - -

(46,368)$ -$                    (30,268)$ 303,896$

 Special Revenue Funds 

 RMRA Fund 

 Enhanced 
Infrastructure

Financing
District

 So Cal 
Incentive 

Project (SCIP) 
Grant

 COVID-19 
Emergency 

Fund
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CITY OF GRAND TERRACE

COMBINING STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2020

Revenues:
Taxes
Licenses and permits
Intergovernmental
Charges for services
Use of money and property
Fines and forfeitures
Miscellaneous

               Total Revenues

Expenditures:
Current:
   General government
   Public safety
   Cultural and recreation
   Public works
Capital outlay

               Total Expenditures

               Excess (Deficiency) of Revenues
                Over (Under) Expenditures

Other Financing Sources (Uses):
Transfers in
Transfers out

               Total Other Financing Sources
                 (Uses)

               Net Change in Fund Balances

Fund Balances, Beginning of Year

Fund Balances, End of Year

 Capital 
Projects Funds 

 Permanent 
Funds

-$                     -$                     46,647$
- - 211,750
- - 1,127,666
- - 30,970

12,629 - 50,893
- - 5,128
- - 23,261

12,629 - 1,496,315

- - 25,707
- - 157,274
- - 219,420
- - 562,572

36,384 - 392,734

36,384 - 1,357,707

(23,755) - 138,608

- - 504,878
- - (403,653)

- - 101,225

(23,755) - 239,833

832,885 - 2,894,261

809,130$ -$                     3,134,094$

 Total 
Governmental 

Funds

 Dog Park 
Endowment 

fund

 Capital 
Projects - 

Commerce Way 
Project
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CITY OF GRAND TERRACE

BUDGETARY COMPARISON SCHEDULE
COVID-19 EMERGENCY FUND
YEAR ENDED JUNE 30, 2020

Variance with
Final Budget

Budget Amounts Actual Positive
Original Final Amounts (Negative)

Budgetary Fund Balance, July 1 -$               -$                 -$                -$                  
Resources (Inflows):
Intergovernmental - 30,300 - (30,300)

Amounts Available for Appropriation - 30,300 - (30,300)
Charges to Appropriation (Outflow):
General government - 20,990 20,982 8
Parks and recreation - 1,000 988 12
Public works - 8,310 8,298 12

Total Charges to Appropriations - 30,300 30,268 32

Budgetary Fund Balance, June 30 -$               -$                 (30,268)$     (30,268)$       

102



103



104



105



106



107



108


