
 
 
 

  
 

 

 
   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

203 N. Brea Blvd., Suite 203 Brea, CA 92821 Lance, Soll & Lunghard, LLP Phone: 714.672.0022 

November 16, 2021 
 
To the Board of Directors 
Tres Hermanos Conservation Authority 
Diamond Bar, California 
 
We have audited the financial statements of the governmental activities and the general fund information 
of the Tres Hermanos Conservation Authority (the Authority) for the year ended June 30, 2021. Professional 
standards require that we provide you with information about our responsibilities under generally accepted 
auditing standards, Government Auditing Standards and the Uniform Guidance, as well as certain 
information related to the planned scope and timing of our audit. We have communicated such information 
in our letter to you dated May 19, 2021. Professional standards also require that we communicate to you 
the following information related to our audit. 
 
Significant Audit Findings and Other Issues 
 
Qualitative Aspects of Significant Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the Authority are described in the notes to the financial statements.  No new 
accounting policies were adopted and the application of existing policies was not changed during fiscal year 
2020-2021. We noted no transactions entered into by the Authority during the year for which there is a lack 
of authoritative guidance or consensus. All significant transactions have been recognized in the financial 
statements in the proper period. 
 
Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions about 
future events. Certain accounting estimates are particularly sensitive because of their significance to the 
financial statements and because of the possibility that future events affecting them may differ significantly 
from those expected.  
 
The financial statement disclosures are neutral, consistent, and clear. 
 
Significant Unusual Transactions 
 
Management is responsible for the policies and practices used to account for significant unusual 
transactions.  No significant unusual transactions have occurred during fiscal year 2020-2021. 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are trivial, and communicate them to the appropriate level of management. No 
misstatements were found. 



 
To the Board of Directors 
Tres Hermanos Conservation Authority 
Diamond Bar, California 
 
Disagreements with Management 
 
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing 
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or 
the auditor’s report. We are pleased to report that no such disagreements arose during the course of our 
audit. 
 
Circumstances that Affect the Form and Content of the Auditor’s Report 
 
New auditing standards were implemented in fiscal year 2020-2021 related to Statement of Auditing 
Standards 134, Auditor Reporting and Amendments, Including Amendments Addressing Disclosures in the 
Audit of Financial Statements, through Statement of Auditing Standards 140, Supplementary Information 
in Relation to the Financial Statements as a Whole. These standards updated the form and content of the 
financial statement auditor’s report.  The purpose of the change was to present an easier format for users 
to understand the results of the audit and management’s responsibilities. 
 
Management Representations 
 
We have requested certain representations from management that are included in the management 
representation letter dated November 16, 2021. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application 
of an accounting principle to the Authority’s financial statements or a determination of the type of auditor’s 
opinion that may be expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, 
there were no such consultations with other accountants. 
 
Other Audit Findings or Issues Discussed with Management 
 
We generally discuss a variety of matters, including the significant events or transactions that occurred 
during the year, business conditions affecting the Authority and business plans and strategies that may 
affect the risks of material misstatements, the application of accounting principles and auditing standards, 
with management each year prior to retention as the Authority’s auditors. However, these discussions 
occurred in the normal course of our professional relationship and our responses were not a condition to 
our retention.   
 
Other Matters 
 
We applied certain limited procedures to the budgetary comparison schedule for the general fund, which is 
required supplementary information (RSI) that supplements the basic financial statements. Our procedures 
consisted of inquiries of management regarding 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 did 
not audit the RSI and do not express an opinion or provide any assurance on the RSI.  
 



 
To the Board of Directors 
Tres Hermanos Conservation Authority 
Diamond Bar, California 
 
The following new Governmental Accounting Standards Board (GASB) pronouncements were effective for 
fiscal year 2020-2021 audit: 
 

GASB Statement No. 84, Fiduciary Activities. 
 
GASB Statement No. 90, Majority Equity Interests - an Amendment of GASB Statement Nos. 14 
and 61. 
 

The following GASB pronouncements are effective in the following fiscal years’ audits and should be 
reviewed for proper implementation by management: 

 
Fiscal year 2022 

 
GASB Statement No. 87, Leases. 
 
GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction 
Period. 
 
GASB Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial Reporting 
for Internal Revenue Code Section 457 Deferred Compensation Plans. 
 

Fiscal year 2023 
 
GASB Statement No. 91, Conduit Debt Obligations. 
 
GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment 
Arrangement. 
 
GASB Statement No. 96, Subscription-Based Information Technology Arrangements. 
 

Restriction on Use 
 
This information is intended solely for the use of Board of Directors and management of the Authority and 
is not intended to be, and should not be, used by anyone other than these specified parties. 
 
Very truly yours, 
 

 
Brea, California 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS 

 
To the Board of Directors 
Tres Hermanos Conservation Authority 
Diamond Bar, California 
 
We have audited, in accordance with the auditing standards generally accepted in the United States  
of America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities, and the general fund information of the Tres Hermanos Conservation Authority (the Authority), 
as of and for the year ended June 30, 2021, and the related notes to the financial statements, which 
collectively comprise the Authority’s basic financial statements, and have issued our report thereon dated 
November 16, 2021. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Authority’s internal 
control over financial reporting (internal control) as a basis for designing audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s 
financial statements will not be prevented, or detected and corrected, on a timely basis. A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Authority’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
financial statements. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed 
no instances of noncompliance or other matters that are required to be reported under  
Government Auditing Standards. 



 
To the Board of Directors 
Tres Hermanos Conservation Authority 
Diamond Bar, California 
 

 

Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Authority’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 
 

 
 
Brea, California 
November 16, 2021 
 
 



 

TRES HERMANOS CONSERVATION AUTHORITY 
JUNE 30, 2021 FINANCIAL STATEMENTS 





TRES HERMANOS CONSERVATION AUTHORITY 

FINANCIAL STATEMENTS 

JUNE 30, 2021 

TABLE OF CONTENTS 

Page 
Number 

AUTHORITY OFFICIALS ......................................................................................................................... 1 

INDEPENDENT AUDITORS’ REPORT ................................................................................................... 2 

BASIC FINANCIAL STATEMENTS: 

Statement of Net Position and Governmental Fund Balance Sheet ................................................. 5 

Statement of Activities and Governmental Fund Revenues, 
Expenditures and Changes in Fund Balance .................................................................................... 6 

Notes to Financial Statements ........................................................................................................... 7 

REQUIRED SUPPLEMENTARY INFORMATION: 

Budgetary Comparison Schedule .................................................................................................... 10 

Notes to Required Supplementary Information ............................................................................... 11 



1



 
 
 

 

 

 
 
 
 
 

 
 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

203 N. Brea Blvd., Suite 203 Brea, CA 92821 Lance, Soll & Lunghard, LLP Phone: 714.672.0022 

INDEPENDENT AUDITORS’ REPORT 

To the Board of Directors 
Tres Hermanos Conservation Authority 
Diamond Bar, California 

Report on the Financial Statements 

Opinions 

We have audited the accompanying financial statements of the governmental activities, and the general 
fund information of the Tres Hermanos Conservation Authority (the Authority) as of and for the year ended 
June 30, 2021, and the related notes to the financial statements, which collectively comprise the Authority’s 
basic financial statements as listed in the table of contents. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and the general fund information of the Authority, 
as of June 30, 2021, and the respective changes in financial position for the year then ended, in accordance 
with accounting principles generally accepted in the United States of America. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States  
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements 
section of our report.  We are required to be independent of the Authority and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our audits.  We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management 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; and for 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. 

In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Authority’s ability to continue as 
a going concern for twelve months beyond the date of the financial statements. 



 
To the Board of Directors 
Tres Hermanos Conservation Authority 
Diamond Bar, California 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 
our opinion.  Reasonable assurance is a high level of assurance but is not absolute assurance and therefore 
is not a guarantee that an audit conducted in accordance with the GAAS and Government Auditing 
Standards will always detect a material misstatement when it exists.  The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if, there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the financial statements. 
 
In performing an audit in accordance with GAAS and Government Auditing Standards, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks. Such procedures 
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial 
statements. 

 Obtain an understanding of internal control relevant to the audit 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 Authority’s internal control. Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the Authority’s ability to continue as a going concern for a 
reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters 
that we identified during the audit. 
 
Other Reporting Responsibilities 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the budgetary 
comparison schedule of the Authority be presented to supplement the basic financial statements. Such 
information is the responsibility of management and, 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. 
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To the Board of Directors 
Tres Hermanos Conservation Authority 
Diamond Bar, California 
 
Management has omitted the management’s discussion and analysis that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial 
statements. Such missing 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. Our opinion on the basic financial statements is not affected by this missing information. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated  
November 16, 2021 on our consideration of the Authority’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 Authority’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 Authority’s internal control over financial reporting and compliance. 

 

Brea, California 
November 16, 2021 

4



TRES HERMANOS CONSERVATION AUTHORITY

STATEMENT OF NET POSITION AND GOVERNMENTAL FUND BALANCE SHEET
JUNE 30, 2021

General Statement of
Fund Adjustments Net Position

Assets:
Cash and cash equivalents 156,828$           -$                      156,828$           
Accounts receivable 19                      -                        19                      
Interest receivable 105                    -                        105                    
Capital assets -                        41,650,000        41,650,000        

Total Assets 156,952$           41,650,000        41,806,952        

Liabilities and Fund Balance:
Liabilities:
Accounts payable 73,047$             -                        73,047               

Total Liabilities 73,047               -                        73,047               

Fund Balance:
Unassigned 83,905               (83,905)              -                        

Total Fund Balance 83,905               (83,905)              -                        

Total Liabilities and Fund Balance 156,952$           

Net Position:
Investment in capital assets 41,650,000        41,650,000        
Unrestricted 83,905               83,905               

Total Net Position 41,733,905$      41,733,905$      
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TRES HERMANOS CONSERVATION AUTHORITY

 General 
Fund  Adjustments 

 Statement of 
Activities 

Revenues:
Member contributions 248,488$           -$  248,488$           
Rental income 8,485 - 8,485 
Investment income 540 - 540 

Total Revenues 257,513             - 257,513             

Expenditures/Expenses:
General government:

Professional services 32,602               - 32,602               
Banking charges 13 - 13 
Legal services 7,450 - 7,450 
Legal services - extraordinary 1,205 - 1,205 
Contractual services 132,030             - 132,030             
Security services 36,567               - 36,567               
Office supplies and software 1,142 - 1,142 
Utilities 4,183 - 4,183 

Total Expenditures/Expenses 215,192             - 215,192             

Change in Net Position 42,321               - 42,321               

Fund Balance/Net Position - Beginning 41,584               41,650,000        41,691,584        

Fund Balance/Net Position - Ending 83,905$             41,650,000$      41,733,905$      

FOR THE YEAR ENDED JUNE 30, 2021

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
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TRES HERMANOS CONSERVATION AUTHORITY

BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2021

Variance with
Final Budget

Actual Positive
Original Final Amounts (Negative)

Budgetary Fund Balance, July 1 41,584$             41,584$             41,584$             -$  

Resources (Inflows):
Member contributions 248,488             248,488             248,488             - 
Rental income 8,100 8,100 8,485 385 
Interest income - - 540 540 

Amounts Available for Appropriations 298,172             298,172             299,097             925 

Charges to Appropriations (Outflow):
General government:

Professional services 20,220               35,220               32,602               2,618 
Banking charges - - 13 (13) 
Legal services 20,004               20,004               7,450 12,554               
Legal services - extraordinary 66,000               66,000               1,205 64,795               
Contractual services 113,559             133,478             132,030             1,448 
Security services 34,800               37,815               36,567               1,248 
Office supplies and software 2,005 2,005 1,142 863 
Utilities - 3,650 4,183 (533) 

Total Charges to Appropriations 256,588             298,172             215,192             82,980               

Budgetary Fund Balance, June 30 41,584$             -$  83,905$             83,905$             

Budget Amounts
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