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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Callayomi County Water District
Middletown, California

We have audited the accompanying financial statements of Callayomi County Water District (the
District), as of and for the year ended June 30, 2020, and the related notes to the financial statements,
which collectively comprise the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting described in Note 1C; this includes determining
that the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible 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 error of fraud.

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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Board of Directors
Callayomi County Water District
Middletown, CA

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Callayomi County Water District, as
of June 30, 2020, and the respective changes in financial position, and the results of its cash flows for
the year then ended in accordance with the modified cash basis of accounting as described in Note 1C.

Basis of Accounting

We draw attention to Note 1C of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United State of America. Our
opinion is not modified with respect to the matter.

Other Matters
Required Supplementary Information

The Callayomi County Water District has not presented the Management Discussion and Analysis that
accounting principles generally accepted in the United States has determined is necessary to
supplement, although not required to be part of, the basic financial statements.

Accounting principles generally accepted in the United States of America require that the
supplementary information other than MD&A, as listed in the table of contents on page 21, the
Schedule of the District’s Proportionate Share of the Net Pension Liability, and page 22, the Schedule
of the District’s Pension Contributions, 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 (GASB), 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 Callayomi County Water District’s basic financial statements. The schedule
of expenditures of federal awards is presented for purposes of additional analysis as required by Title 2



Board of Directors
Callayomi County Water District
Middletown, CA

U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards, and is also not a required part of the basic financial
statements.

The schedule of expenditures of federal awards is the responsibility of management and was derived
from and relates 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 schedule of expenditures of federal awards is fairly stated in all material respects in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 2, 2021,
on our consideration of the Callayomi County Water District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Callayomi County Water District’s internal control over financial reporting and compliance.

Fechter & Company,
Certified Public Accountants, LLP

%  Company, CHhp P

June 2, 2021



CALLAYOMI COUNTY WATER DISTRICT
STATEMENT OF NET POSITION
MODIFIED CASH BASIS
JUNE 30, 2020

Assets
Current Assets
Cash and investments
Restricted cash
Total current assets
Noncurrent Assets
Capital assets
Nondepreciable capital assets
Land
Construction in progress
Depreciable capital assets
Machinery and equipment
Infrastructure
Less accumulated depreciation
Total capital assets (net of accumulated depreciation)
Total noncurrent assets

Total Assets

Deferred Outflows of Resources
Deferred pensions

Liabilities
Current Liabilities
Bonds payable
Total current liabilities
Noncurrent Liabilities
Bonds payable - due after one year
Net pension liability
Compensated absences
Total noncurrent liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred pensions

Net Position
Net investment in capital assets
Unrestricted
Total Net Position

The accompanying notes are an integral part of these financial statements.
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$ 492,800
15,589

208,389

309,348
3,892,785

161,726
1,300,028
(985,195)

4,678,692
4,678,692

5,187,081

77,420

7,000

7,000

59,000
324,353
19,135

402,488

409,488

13,243

4,612,692
229,078

$ 4,841,770



CALLAYOMI COUNTY WATER DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
MODIFIED CASH BASIS
FOR THE YEAR ENDED JUNE 30, 2020

Operating Revenues:

Water sales $ 577,617
Total operating revenues 577,617
Operating Expenses:
Salaries and benefits 312,123
Communication 4,993
Insurance 7,873
Maintenance 19,705
Rents and leases 28,060
Office supplies 20,241
Professional services 29,954
Special departmental 7,321
Transportation and travel 4,850
Utilities 25,837
Clothing 449
Household 1,144
Memberships 1,640
Miscellaneous 2,852
Depreciation 37,173
Total operating expenses 504,215
Operating income 73,402
Non-Operating Revenues and (Expenses):
Interest 15,226
Property taxes 7,969
Homeowner property tax relief 69
SRF loan forgiveness 67,914
Federal grant revenue 761,571
Capacity charges 9,800
Bond interest expense (3,462)
Total non-operating revenues and (expenses) 859,087
Change in net position 932,489
Beginning net position 3,909,281
Ending net position $ 4,841,770

The accompanying notes are an integral part of these financial statements.
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CALLAYOMI COUNTY WATER DISTRICT
STATEMENT OF CASH FLOWS
MODIFIED CASH BASIS
FOR THE YEAR ENDED JUNE 30, 2020

Cash flows from operating activities:

Cash receipts from customers $ 577,617
Cash payments to suppliers for goods and services (154,919)
Cash payments to employees for services (303,386)
Net cash provided by operating activities 119,312
Cash flows from non-capital financing activities:
Property taxes received 7,969
Homeowners property tax relief 69
Net cash provided by non-capital financing activities 8,038
Cash flows from capital and related financing activities:
Principal payments on long-term debt (6,500)
Interest payments on long-term debt (3,462)
Receipts from capacity charges 9,800
Federal grant proceeds 761,571
Advance from insurance-new building (12,653)
Acquisition and construction of capital assets (1,416,811)
Net cash used by capital and related financing activities (668,055)
Cash flows from investing activities:
Investment income received 15,226
Net cash provided by investing activities 15,226
Net increase in cash and cash equivalents (525,479)
Cash and cash equivalents, beginning of year 1,033,868
Cash and cash equivalents, end of year $ 508,389
Reconciliation of cash and cash equivalents to the balance sheet:
Cash and investments $ 492,800
Restricted cash and investments 15,589
Cash and cash equivalents, end of fiscal year $ 508,389

Reconciliation of operating income to net cash
provided by operating activities:
Operating income $ 73,402

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

Depreciation 37,173
Changes in:
Net pension liability 25,899
Compensated absences liability (17,162)
Net cash provided by operating activities $ 119,312

The accompanying notes are an integral part of these financial statements.
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CALLAYOMI COUNTY WATER DISTRICT

NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Callayomi County Water District (the District) was formed pursuant to a resolution adopted by
the Lake County Board of Supervisors on July 11, 1977. The District operates under the California
Water Code, Division 12, Section 30,000 et. Seq. The District is a separate legal reporting entity
operating in Lake County.

A. Reporting Entity

The District has defined its reporting entity in accordance with generally accepted accounting
principles, which provides guidance for determining which governmental activities, organizations, and
functions should be included in the reporting entity. In evaluating how to define the District for
financial reporting purposes, management has considered all potential component units. The primary
criterion for including a potential component unit within the reporting entity is the governing body’s
financial accountability. A primary governmental entity is financially accountable if it appoints a
voting majority of a component unit’s governing body and it is able to impose its will on the component
unit, or if there is a potential for the component unit to provide specific financial benefits to, or impose
specific financial burdens on, the primary government. A primary government may also be financially
accountable if a component unit is fiscally dependent on the primary governmental entity regardless
of whether the component unit has a separately elected governing board, a governing board appointed
by a higher level of government, or a jointly appointed board.

No operations of other entities met the aforementioned oversight criteria for inclusion or exclusion
from the accompanying financial statements in accordance with GASB.

B. Fund Accounting

The accounting records of the District are organized on the U.S. generally accepted basis of accounting
for an enterprise fund.

Enterprise Fund — Enterprise funds are used to account for the District's water operations that are
financed and operated in a manner similar to a private business enterprise, where the intent of the Board
of Directors is that the costs (expenses, including depreciation) of providing services to the general
public on a continuing basis be financed or recovered primarily through user charges.

C. Basis of Accounting

The accompanying financial statements have been prepared on the modified cash basis of accounting.
This is a comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America, as prescribed by the Governmental Accounting Standards Board and the
American Institute of Certified Public Accountants. The following are some of the ways that the
modified cash basis of accounting differs from generally accepted accounting principles.



CALLAYOMI COUNTY WATER DISTRICT

NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Basis of Accounting (Continued)

Generally accepted accounting principles require all proprietary funds to use the accrual basis of
accounting. The revenues should be recognized when they are earned. The District recognizes revenues
when they are received by the District.

Expenses are recognized under the accrual basis of accounting when the related fund liability is
incurred. The modified cash basis of accounting recognizes current expenditures when they are paid.
The exception is long-term debt and capital assets. Payments for the principal portion of long-term
debt are not recognized as expenditures, but reduce the long-term debt and purchases of capital assets
are capitalized when purchased and then expensed with annual depreciation over the life of the asset.

Operating revenues in the proprietary funds are those revenues that are generated from the primary
operation of the fund. All other revenues are reported as nonoperating revenues. Operating expenses
are those expenses that are essential to the primary operations of the fund. All other expenses are
reported as nonoperating expenses.

D. Fixed Assets

Acquisitions of fixed assets are capitalized at cost and the related accumulated depreciation is recorded.
Depreciation is provided for using the straight-line method over the estimated useful lives as indicated
in the District’s capital asset policy. The District has adopted a capital asset policy in accordance with
GASB 34.

E. Cash Equivalents

For purpose of the statement of cash flows, the District 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.

F. Budgetary Reporting

The District prepares an annual operating and capital budget, which is approved and adopted by the
Board of Directors. The budget serves as an approved plan to facilitate financial control and
operational evaluation. California State law does not require formal adoption of appropriated budgets
for enterprise funds.



CALLAYOMI COUNTY WATER DISTRICT

NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
G. Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amount of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

H. Estimated Insurance Liabilities

The District maintains a commercial package policy that provides limits of liability of $5,000,000 per
occurrence annually.

I. Net Position

Net position comprises the various net earnings from operating income, non-operating revenues, and
expenses and capital contributions. Net position is classified in the following three components:

Net investment in capital assets — This component of net position consists of capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes or
other borrowings that are attributable to the acquisition, construction or improvement of those assets.
If there are significant unspent related debt proceeds at year-end, the portion of the debt attributable to
the unspent proceeds is not included in the calculation of the net investment in capital assets. Rather,
that portion of the debt is included in the same net position component as the unspent proceeds.

Restricted — This component of net position consists of constraints imposed by creditors (such as
through debt covenants), grantors, contributors, or laws or regulations of other governments; or
constraints imposed by law through constitutional provisions or enabling legislation.

Unrestricted net position — This component of net position consists of net position that do not meet the
definition of “restricted” or “net investment in capital assets.”

J. Compensated Absences
Compensated absences represent the vested portion of accumulated vacation and compensated time

off. In accordance with GASB 16, the liability for accumulated leave includes all salary related
payments that are directly and incrementally connected with leave payments to employees.



CALLAYOMI COUNTY WATER DISTRICT

NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
K. Property Tax Revenue

The District receives property taxes from the County of Lake, which has been assigned the
responsibility for assessment, collections, and apportionment of property taxes for all taxing
jurisdictions within the County. Secured property taxes are levied on January 1 for the following fiscal
year and on which date it becomes a lien on real property.

Secured property taxes are due in two installments on November 1 and February 1 and are delinquent
after December 10 and April 10, respectively, for the secured roll. Property taxes on the unsecured
roll are due on the January 1 lien date and become delinquent if unpaid by August 31. Property tax
revenues are recognized in the fiscal year they are received.

NOTE 2: CASH AND INVESTMENTS

Cash $ 492,800
Restricted investments 15,589

Total cash and investments $ 508,389
Cash with County $ 442,185
Holding account 50,615
Restricted investments 15,589

Total cash and investments $ 508,389

A. Investments Authorized by the California Government Code and the Entity’s Investment
Policy

The table below identifies the investment types that are authorized for the District by the California
Government Code (or the District’s investment policy, where more restrictive). The table also
identifies certain provisions of the California Government Code (or the District’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 trustees that are governed by the
provisions of debt agreements of the District, rather than the general provisions of the California
Government Code or the District investment policy.
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CALLAYOMI COUNTY WATER DISTRICT
NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020
NOTE 2: CASH AND INVESTMENTS (CONTINUED)

A. Investments Authorized by the California Government Code and the Entity’s Investment
Policy (Continued)

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio  in One Issuer

Local agency bonds 5 years None None
U.S. treasury obligations 5 years None None
State of California obligations 5 years None None
U.S. agency securities 5 years None None
Banker's acceptances 180 days 40% 30%
Commercial paper 270 days 40% 10%
Negotiable CDs 5 years 30% None
Repurchase agreements 1 year None None
Reverse repurchase agreements 92 days 20% None
Medium term notes 5 years 30% None
Mutual/money market funds 5 years 20% 10%
Collateralized bank deposits 5 years None None
Mortgage pass-through securities 5 years 20% 15%
Time deposits 5 years None None
Local Agency Investment Fund (LAIF) N/A None None

B. 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.

Information about the sensitivity of the fair values of the District’s investments to market interest rate
fluctuations is provided by the following table that shows the distribution of the District’s investment
by maturity:

Remaining Maturity (in Months)

12 Months 13-48
Investment Type Totals or Less Months
Lake County Pooled Cash * $ 457,774 $ 457,774 $ -
Totals $ 457,774 § 457,774 $ -

* Not subject to categorization

11



CALLAYOMI COUNTY WATER DISTRICT

NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 2: CASH AND INVESTMENTS (CONTINUED)
C. Concentrations of Credit Risk

The investment policy of the District contains limitations on the amount that can be invested in any
one issuer. There are no investments to one issuer exceeding those limits.

D. 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 deposit 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 of collateral securities that are in the
possession of another party. The California Government Code and the District’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 secured 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 government unit). The fair 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 the District’s deposits by pledging first deed mortgage notes
having a value of 150% of the secured public deposits.

At June 30, 2020, the District’s deposits balance was $50,615 and the carrying amount was $50,615.
The difference between the bank balance and the carrying amount (if any) was due to normal
outstanding checks and deposits in transit. Of the bank balance, all was covered by the Federal
Depository Insurance.

E. Investment in County Investment Pool

Investments are accounted for in accordance with the provisions of GASB Statement No. 31, which
requires governmental entities to report certain investments at fair value in the balance sheet and
recognize the corresponding change in fair value of investments in the year in which the change
occurred. The District reports its investments at fair value based on quoted market information obtained
from fiscal agents or other sources if the change is material to the financial statements.

12



CALLAYOMI COUNTY WATER DISTRICT
NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020
NOTE 3: CAPITAL ASSETS
Capital asset activity for the fiscal year ended June 30, 2020, was as follows:

Balance Transfers & Balance
July 1, 2019 Additions Retirements  Adjustments  June 30, 2020

Capital assets not being depreciated:

Land § 309,348 $§ 309,348

Construction in progress 2,503,346 1,404,359 - (14,920) 3,892,785
Total capital assets, not

being depreciated 2,812,694 1,404,359 - (14,920) 4,202,133

Capital assets, being depreciated:

Machinery and equipment 134,354 12,452 - 14,920 161,726
Infrastructure 1,300,028 - - - 1,300,028
Total capital assets, being -
depreciated 1,434,382 12,452 - 14,920 1,461,754
Less: accumulated depreciation (948,022) (37,173) - - (985,195)

Total capital assets, being
depreciated, net 486,360 (24,721) - 14,920 476,559

Total capital assets, net $ 3,299,054 $ 1,379,638 $ - $ - $ 4,678,692

Depreciation expense for the year ended June 30, 2020 was $37,173.
NOTE 4: LONG-TERM LIABILITIES
The following is a summary of the District’s long-term debt:

Balance Balance Due Within
July 1,2019 Additions Retirements June 30,2020  One Year

1988 General obligation bonds $ 72,500 $ - $ (6,500) $ 66,000 $ 7,000
SRF Loan 67,914 - (67,914) - -
Total $ 140414 $ - $ (74414) $ 66,000 $ 7,000

13



CALLAYOMI COUNTY WATER DISTRICT
NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020
NOTE 4: LONG-TERM LIABILITIES (CONTINUED)

A. 1988 General Obligation Issue series 1989-1 and 1989-2

These bonds were issued to finance improvements to the water system. The bonds are serial bonds
with stated interest of 5% and they mature on August 2027. The annual requirements to amortize the
General Obligation Bonds as of June 30, 2020, are as follows:

Fiscal Year

Ending June 30, Principal Interest Total
2021 $ 7,000 $ 3,625 $ 10,625
2022 7,500 3,263 10,763
2023 7,500 2,888 10,388
2024 8,000 2,500 10,500
2025 8,500 2,088 10,588
2026-2029 27,500 2,400 29,900
Total $ 66,000 § 16,764  § 82,764

B. State Revolving Fund Loan (SRF)

In fiscal year ended June 30, 2017, the District entered into a loan agreement with the California State
Water Resources Control Board (SWRCB) for the construction of Big Canyon Production Well
Improvements. As of June 30, 2019, the District had borrowed $67,914 against this loan. In October
2019, the SWRCB forgave 100% of the loan. The loan forgiveness is included as non-operating
revenue on the District’s statement of revenues, expenses, and changes in net position.

NOTE 5: DEFINED BENEFIT PENSION COST-SHARING EMPLOYER PLAN

A. General Information about the Pension Plans

Plan Descriptions — All qualified permanent and probationary employees are eligible to participate in
the District’s Miscellaneous Employee Pension Plans, cost-sharing multiple employer defined benefit
pension plans administered by the California Public Employees’ Retirement System (CalPERS).
Benefit provisions under the Plans are established by State statute and District resolution. CalPERS
issues publicly available reports that include a full description of the pension plans regarding benefit
provisions, assumptions, and membership information that can be found on the CalPERS website.

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.

14



CALLAYOMI COUNTY WATER DISTRICT
NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020
NOTE 5: DEFINED BENEFIT PENSION COST-SHARING EMPLOYER PLAN
(CONTINUED)

A. General Information about the Pension Plans (continued)

The Plans’ provisions and benefits in effect at June 30, 2020, are summarized as follows:

Prior to On or After

Hire date January 1, 2013 January 1, 2013
Benefit formula 2.7% @ 55 2% @ 62
Benefit vesting schedule 5 years service 5 years service
Benefit payments Monthly for life =~ Monthly for life
Retirement age 50-55 57-62
Monthly benefits, as a % of compensation 2.2% t0 2.7% 1% to 2%
Required employee contribution 8.00% 6.75%
Required employer contribution 13.18% 6.99%

Contributions — Section 20814(c) of the California Public Employees’ Retirement Law 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. Funding contributions for
the Plans are determined annually on an actuarial basis as of June 30 by CalPERS. The actuarially
determined rate is the estimated amount necessary to finance the costs of benefits earned by employees
during the year, with an additional amount to finance any unfunded accrued liability. The District 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 contributions recognized as part of pension expense for each Plan
were as follows:

Contributions - employer $ 46,654
Contributions - employee $ 4,828

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources
Related to Pensions

As of June 30, 2020, the District reported net pension liabilities for its proportionate shares of the net
pension liability of the Plan as follows:

Proportionate Share of
Net Pension Liability

Miscellaneous Plan $ 324,353

15



CALLAYOMI COUNTY WATER DISTRICT

NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 5: DEFINED BENEFIT PENSION COST-SHARING EMPLOYER PLAN
(CONTINUED)

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources
Related to Pensions (Continued)

The District’s net pension liability for each Plan 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 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 District’s
proportion of the net pension liability was based on a projection of the District’s long-term share of
contributions to the pension plans relative to the projected contributions of all participating employers,
actuarially determined.

The District’s proportionate share of the net pension liability as of the June 30, 2018 and 2019
measurement dates were as follows:

Proportion - June 30, 2018 0.00815%
Proportion - June 30, 2019 0.00810%
Change - Increase (Decrease) -0.00005%

For the year ended June 30, 2020, the District recognized pension expense of $72,553. At
June 30, 2020, the District reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred Deferred

Outflows Inflows
of Resources of Resources

Differences between expected and actual experience $ 20,782 $ -

Change of assumptions 9,984 -

Differences between projected and actual earnings on pension

plan investments - (5,671)
Changes in proportion - (2,248)
Changes in proportionate share of contributions - (5,324)

District contributions subsequent to the measurement date 46,654 -
Total $ 77,420 $  (13,243)

$46,654 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.
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CALLAYOMI COUNTY WATER DISTRICT
NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 5: DEFINED BENEFIT PENSION COST-SHARING EMPLOYER PLAN
(CONTINUED)

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources
Related to Pensions (Continued)

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized as pension expense as follows:

Measurement Deferred
Period Ended Outflows/(Inflows)
June 30, of Resources

2021 $ 20,394
2022 (5,429)
2023 1,410
2024 1,148

$ 17,523

Actuarial Assumptions — The total pension liabilities in the June 30, 2018 actuarial valuations were
determined using the following actuarial assumptions:

Valuation Date June 30, 2018
Measurement Date June 30, 2019
Actuarial Cost Method Entry-Age Normal Cost Method
Actuarial Assumptions:

Discount Rate 7.15%

Inflation 2.50%

Payroll Growth 3.00%

Projected Salary Increase Varies by entry age of service

Investment Rate of Return 7.15%

Discount Rate — The discount rate used to measure the total pension liability was 7.15% for each Plan.
To determine whether the municipal bond rate should be used in the calculation of a discount rate for
each plan, CalPERS stress tested plans that would most likely result in a discount rate that would be
different from the actuarially assumed discount rate. Based on the testing, none of the tested plans run
out of assets. Therefore, the current 7.15 percent discount rate is adequate and the use of the municipal
bond rate calculation is not necessary. The long term expected discount rate of 7.15 percent will be
applied to all plans in the Public Employees Retirement Fund (PERF). The stress test results are
presented in a detailed report that can be obtained from the CalPERS website.
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CALLAYOMI COUNTY WATER DISTRICT

NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 5: DEFINED BENEFIT PENSION COST-SHARING EMPLOYER PLAN
(CONTINUED)

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources
Related to Pensions (Continued)

CalPERS checked the materiality threshold for the difference in calculation and did not find it to be a
material difference.

Any changes to the discount rate will require Board action and proper stakeholder outreach. For these
reasons, CalPERS expects to continue using a discount rate net of administrative expenses for GASB 67
and 68 calculations through at least the 2019-20 fiscal year. CalPERS will continue to check the
materiality of the difference in calculation until such time as we have changed our methodology.

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class.

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 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 the 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. These rates of return are net of administrative expenses.

New Strategic Real Return Real Return

Asset Class Allocation Years 1-10 (1) 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 Estate 13.00% 3.75% 4.93%
Liquidity 1.00% 0.00% -0.92%

(1) An expected inflation of 2.00% used for this period.
(2) An expected inflation of 2.92% used for this period.
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CALLAYOMI COUNTY WATER DISTRICT

NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 5: DEFINED BENEFIT PENSION COST-SHARING EMPLOYER PLAN
(CONTINUED)

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources
Related to Pensions (Continued)

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate —
The following presents the District’s proportionate share of the net pension liability for each Plan,
calculated using the discount rate for each Plan, as well as what the District’s proportionate share of
the net pension liability would be if it were calculated using a discount rate that is 1-percentage point
lower or 1-percentage point higher than the current rate:

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

Miscellaneous Plan $ 520,280 $ 324,353 $ 162,630

NOTE 6: OPERATING LEASE

The District has a 50-year cancelable lease with Middletown Farm and Cattle Co. to purchase water
ending September 13, 2038. The District must purchase a minimum of 48 million gallons annually at
a cost of $23,326, adjusted annually for inflation, with additional payments for any overage of water
leased. The total paid under this operating lease for the 2019/20 fiscal year was $71,204.

NOTE 7: REVENUE LIMITATIONS IMPOSED BY CALIFORNIA PROPOSITION 218

Proposition 218, which was approved by the voters in November 1996, regulates the District’s ability
to impose, increase, and extend taxes and assessments. Any new increase or extended taxes and
assessments subject to the provisions of Proposition 218, requires voter approval before they can be
implemented. Additionally, Proposition 218 provides that these taxes and assessments are subject to
voter initiative and may be rescinded in the future years by the voters.

NOTE 8: COMMITMENTS AND CONTINGENT LIABILITIES

Commitments

As of June 30, 2020 the District was under contract with Pacific Infrastructure Corporation to build the
new administrative building. The contract amount was $2,378,763 with a remaining balance to

complete the project of $$225,996 at June 30, 2020.

The District had other ongoing engineering, legal and professional service agreements as of
June 30, 2020.
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CALLAYOMI COUNTY WATER DISTRICT
NOTES TO THE MODIFIED CASH BASIS FINANCIAL STATEMENTS
JUNE 30, 2020
NOTE 8: COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)
Commitments (Continued)
Contingent Liabilities:
In the normal course of business, the District is subject to various lawsuits. Defense of lawsuits would
typically be handled by the District’s insurance carrier and losses, if any, are expected to be covered
by insurance.

The District has ongoing contracts/agreements for engineering and other professional services.

Grant Contingencies

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of the
applicable funds. The amount, if any, of expenditures that may be disallowed by the grantor cannot be
determined at this time.

NOTE 9: COVID-19

In January 2020, the virus SARS-CoV-2 was transmitted to the United States from overseas sources.
This virus, responsible for the Coronavirus disease COVID-19, has proven to be extremely virulent
with transmission rates as yet unknown. Although the financial impact on the District thus far has been
minimal, the long-term economic impact in the State of California and the County of Lake, as yet has
not been determined, and therefore any potential impact on the District is not yet known.

NOTE 10: SUBSEQUENT EVENTS

The District has evaluated subsequent events through June 2, 2021, which is the date the basic financial
statements were available to be issued. Based upon this evaluation, except for the following, it was
determined that no other subsequent events occurred that require recognition or additional disclosure
in the financial statements.
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CALLAYOMI COUNTY WATER DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY (NPL)
JUNE 30, 2020

Last 10 Fiscal Years*

District's
proportionate Plan fiduciary
District's District's share of the NPL net position
proportion proportionate  District's covered as a % of its as a % of the total
Reporting Date of the NPL share of the NPL employee payroll  covered payroll pension liability

6/30/2015 0.00804% $198,624 $84,507 235.04% 77.91%
6/30/2016 0.00875% $239,961 $174,573 137.46% 75.85%
6/30/2017 0.00820% $284,784 $183,116 155.52% 73.18%
6/30/2018 0.00823% $324,330 $183,523 176.72% 68.79%
6/30/2019 0.00815% $307,189 $198,025 155.13% 70.85%
6/30/2020 0.00810% $324,353 $202,114 160.48% 70.85%

* Fiscal year ended June 30, 2015 was the first year of implementation.
Additional years will be presented as they become available.
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CALLAYOMI COUNTY WATER DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE DISTRICT'S PENSION CONTRIBUTIONS
JUNE 30, 2020

Last 10 Fiscal Years*

Contributions in

relation to the District's
Contractually contractually Contribution covered Contribution
required required deficiency/ employee as a % of its
Reporting Date contribution contribution (excess) payroll covered payroll

6/30/2015 $15,582 ($15,582) $0 $84,507 18.44%
6/30/2016 $22,995 ($22,995) $0 $174,573 13.17%
6/30/2017 $35,118 ($35,118) $0 $183,116 19.18%
6/30/2018 $37,351 ($37,351) $0 $183,523 20.35%
6/30/2019 $42,577 ($42,577) $0 $198,025 21.50%
6/30/2020 $46,654 ($46,654) $0 $202,114 23.08%

* Fiscal year ended June 30, 2015 was the first year of implementation.
Additional years will be presented as they become available.
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FECHTER
& COMPANY

Certified Public Accountants Craig R. Fechter, CPA, MST

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

Board of Directors
Callayomi County Water District
Middletown, California

We have audited, 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, the financial statements of the business-type
activities of Callayomi County Water District (the District) as of and for the year ended June 30, 2020,
and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements, and have issued our report thereon dated June 2, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

Our consideration of the internal control over financial reporting was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses and, therefore, there can be no assurance that
all such deficiencies have been identified. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Board of Directors
Callayomi County Water District
Middletown, California

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

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

Fechter & Company
Certified Public Accountants, LLP

% + Company, Wa ZLP

Sacramento, California
June 2, 2021
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FECHTER
& COMPANY

Certified Public Accountants Craig R. Fechter, CPA, MST

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
Callayomi County Water District
Middletown, California

Report on Compliance for Each Major Federal Program

We have audited Callayomi County Water District’s (the District) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the District’s major federal programs for the fiscal year ended June 30, 2020.
The District’s major federal programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the District’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the District’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major

federal program. However, our audit does not provide a legal determination of the District’s
compliance.
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Board of Directors
Callayomi County Water District
Middletown, California

Opinion on Each Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2020.

Other Matters

The results of our auditing procedures disclosed no instances of noncompliance, which are required
to be reported in accordance with the Uniform Guidance.

Report on Internal Control over Compliance

Management of the District is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the District’s internal control over compliance with
the types of requirements that could have a direct and material effect on each major federal program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of the District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

26



Board of Directors
Callayomi County Water District
Middletown, California

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Fechter & Company
Certified Public Accountants, LLP

% o+ Company , CHa, LY

Sacramento, California
June 2, 2021
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CALLAYOMI COUNTY WATER DISTRICT

Schedule of Expenditures of Federal Awards
For the Year Ended
June 30, 2020

Pass-through Entity CFDA
Federal Grantor/Pass-through Grantor/Program Title Identifying Number Number  Expenditures
The Department of Homeland Security
Governor's Office of Emergency Services:
FEMA 033-04776-00/Cal
Pubic Assistance Grant OES ID: 033-91016 97.036 $ 1,049,559
Total U.S. Department of Homeland Security-Federal Emergency Management Agency 1,049,559
5 1049559

Total Expenditures of Federal Awards

See accompanying notes to the Schedule of Expenditures of Federal Awards
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CALLAYOMI COUNTY WATER DISTRICT

Notes to Schedule of Expenditures of Federal Awards
Fiscal Year Ended June 30, 2020

NOTE 1: REPORTING ENTITY

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal
awards programs of District. The District’s reporting entity is defined in Note 1 to the basic financial
statements. All federal awards received directly from federal agencies as well as federal awards passed
through other government agencies are included in the schedule.

NOTE 2: BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
the District and is presented on the modified cash basis of accounting, recognizing current expenditures
when they are paid with the exception of long-term debt and capital assets. The information in this
Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used in the preparation of, the financial statements.

NOTE 3: RELATIONSHIP TO FINANCIAL STATEMENTS

The amounts reported in the accompanying schedule of expenditures of federal awards agree, in all
material respects, to amounts reported within the District’s financial statements. Federal award revenues
are reported principally in the District’s financial statements as intergovernmental revenues in the
General Fund.

NOTE 4: LOANS OUTSTANDING WITH CONTINUING COMPLIANCE REQUIREMENT

No program had federally-funded loans with a continuing compliance requirement outstanding at
June 30, 2020.

NOTE 5: SUBRECIPIENTS

The federal programs shown in the accompanying Schedule of Expenditures of Federal Awards had no
subrecipients during the year ended June 30, 2020.

NOTE 6: INDIRECT COST RATE

This program provides that the District shall receive direct administrative costs in accordance with 2
CFR 200.413 instead of indirect costs under 200.414(f). Since only direct administrative costs are
allowable under this grant, the District is not eligible for the 10-percent de minimus indirect cost rate
under the Uniform Guidance.
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CALLAYOMI COUNTY WATER DISTRICT

Schedule of Findings and Questioned Costs
June 30, 2020

SECTION 1 - SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Unmodified

Internal control over financial reporting:

Material weaknesses identified No
Significant deficiencies identified not
considered to be material weaknesses No
Non-compliance material to financial statements noted No
Federal Awards

Internal control over major programs:

Material weaknesses identified No
Significant deficiencies identified not
considered to be material weaknesses No

Type of auditor’s report issued on compliance
for major programs: Unmodified

Any audit findings disclosed that are required
to be reported under the Uniform Guidance No

Identification of major programs:

CFDA Number Name of Federal Program or Cluster

97.036 Public Assistance Grants

Dollar threshold used to distinguish
Between Type A and Type B programs $750,000

Auditee qualifies as low-risk auditee under the Uniform Guidance No

SECTION 2 - FINANCIAL STATEMENT FINDINGS

No findings reported

SECTION 3 - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No findings reported
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CALLAYOMI COUNTY WATER DISTRICT
Summary Schedule of Prior Audit Findings
June 30, 2019

Prior Year Findings and Recommendations Relating to Financial Statements Reported in
Accordance with Government Auditing Standards

Finding No. FS 2019-001

Condition: It was reported that during our audit we proposed material journal entries to adjust the
financial statements in order to agree to the underlying support. We proposed a $37,173 entry to record
depreciation expense and accumulated depreciation, an entry to reclassify $1,611,513.63 from service and
supply and capital expense accounts to the construction in progress asset account, and a journal entry for
$95,632 to reclassify from deferred advance to insurance proceeds to recognize the amount of insurance
payments advanced in prior years that should be recognized as earned in the current year. We also
proposed journal entries that were not considered material to true up the holding bank account, to true up
compensated absences, to reclassify bond principal expense and to record GASB 68 pension activity.

Recommendation: It was recommended that prior to the audit, the District reconcile and adjust account
balances to the underlying support as part of year-end closing procedures.

Status: Implemented.
Finding No. FS 2019-002

Condition: It was reported that the District had a lack of segregation of duties, as one person is capable
of handling all aspects of processing transactions from beginning to end. A lack of segregation of duties
increases the risk of potential errors or irregularities occurring without being detected; however, due to a
limited number of personnel an adequate segregation of duties is not possible without incurring additional
costs.

Recommendation: It was recommended that the District segregate duties to the greatest extent possible
given the limited staff size. District management should also monitor the work of employees who have
access to financial resources and perform internal checks to verify that those resources are being used
only for District purposes.

Status: Implemented.

Prior Year Findings and Recommendations Relating to Federal Awards

Finding No. SA 2019-001:

Federal Grantor Agency: U.S. Department of Homeland Security — Federal Emergency
Management Agency

Pass-Through Agency: California Governor’s Office of Emergency Services

Program Title: Public Assistance Grants

Federal CFDA Number: 97.036

Pass-Through Grantor’s Number FEMA-4240-DR-CA; Cal OES ID: 033-91016
Awarded 2015-16 Year

Compliance Requirement: Allowable Costs and Period of Performance

Reporting Requirement: Significant Deficiency
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CALLAYOMI COUNTY WATER DISTRICT
Summary Schedule of Prior Audit Findings
June 30, 2019

Prior Year Findings and Recommendations Relating to Federal Awards-Continued

Condition: It was reported that the General Manager’s review and approval of all invoices is one of the
District’s important internal controls over allowable costs/activities and period of performance. The General
Manager’s approval of invoices is documented by his initials or signature on the invoices he reviews.

A sample of 20 disbursements for testing. It was noted that 5 of the invoices were not signed or initialed by
the General Manager.

Recommendation: It was recommended that the District ensure that the General Manager has initialed or
signed all invoices to show his approval before the invoice is processed for payment.

Status: Implemented
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