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Independent Auditor’s Report 

Board of Directors 
Rio Alto Water District 
Cottonwood, California 

Opinion 

We have audited the accompanying financial statements of the business-type activities of 
Rio Alto Water District as of and for the year ended June 30, 2022, and the related notes to the 
financial statements, which collectively comprise Rio Alto Water District’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 business-type activities of Rio Alto Water District as of June 30, 
2022, and the respective changes in financial position and cash flows thereof for the year then ended 
in accordance with accounting principles generally accepted in the United States of America.  

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. 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 Rio Alto Water District, and to meet our other ethical responsibilities, in accordance 
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we 
have obtained is sufficient and appropriate to provide a basis for our audit opinions. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for 
the design, implementation, and maintenance of internal controls 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 Rio Alto Water 
District’s ability to continue as a going concern for twelve months beyond the financial statement 
date, including any currently known information that may raise substantial doubt shortly thereafter. 

(1976 – 2022) 
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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 opinions. 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 generally 
accepted 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 generally accepted 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 District’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 District’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. 
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Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis, pension, and other post-employment benefits information 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 presented 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. 

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. Our opinion is not modified as a result of this omission.  

Other Supplementary Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the District’s basic financial statements. The Statement of Net Position by 
Activity, Statement of Revenues, Expenses, and Changes in Net Position by Activity, and Statement 
of Cash Flows by Activity are presented for purposes of additional analysis and are not a required 
part of the basic financial statements. Such information 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. The 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 Statement of Net Position by Activity, Statement of Revenues, Expenses, and 
Changes in Net Position by Activity, and Statement of Cash Flows by Activity are fairly stated, in all 
material respects, in relation to the basic financial statements as a whole.  

Fechter & Company 
Certified Public Accountants 

Sacramento, California 
March 30, 2023 
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Assets
Current assets:

Cash and cash equivalents 1,338,528$     
Service fees receivable, net of ($2,431) allowance 191,806          
Interest receivable 6,548              
Prepaid expenses 2,322              
Inventory 20,792            

Total current assets 1,559,996       
Non-current Assets:

Investments designated for capital assets and retirement of OPEB liability 980,594          
Restricted cash  1,742,193       
Tax assessments receivable 87,946            
Delinquent accounts receivable 107,498          
Capital assets, net accumulated depreciation 9,880,055       

Total non-current assets 12,798,286     
Total Assets 14,358,282     

Deferred Outflows of Resources
Deferred outflows related to pensions 258,403          
Deferred outflows related to OPEB 146,178          

Total Deferred Outflows of Resources 404,581          

Liabilities
Current liabilities:

Accounts payable and other accrued liabilities 8,555              
Accrued interest payable 66,687            
Long-term liabilities, due within one year 370,314          

Total current liabilities 445,556          
Long-term liabilities:

Net pension liablity 554,217          
OPEB Liability 827,798          
Long-term liabilities, due beyond one year 7,080,665       

Total long-term liabilities 8,462,680       
Total Liabilities 8,908,236       

Deferred Inflows of Resources
Deferred inflows related to pension 534,250          
Deferred inflows related to OPEB 452,936          

Total Deferred Inflows of Resources 987,186          

Net Position
Net investment in capital assets, net of related debt 2,952,551       
Restricted for:

Debt service and debt reserve 1,479,067       
Capacity expansion 266,925          

Unrestricted 168,898          
Total Net Position 4,867,441$     

RIO ALTO WATER DISTRICT
STATEMENT OF NET POSITION

JUNE 30, 2022
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The accompanying notes are an integral part of these financial statements.



Operating Revenues
Utility services 1,154,494$         
Hydrant charges 31,529 
Other charges 24,341 

Total operating revenues 1,210,364    

Operating Expenses
Payroll 579,775 
Payroll benefits 242,198 
Utilities 32,942 
Tools and supplies 83,992 
Contracted services 14,950 
Maintenance 72,530 
Insurance 40,965 
Directors' fees 6,720 
Office expenses 19,326 
Legal and audit 16,751 
Regulatory fees 53,138 
Wastewater permit testing 12,564 
Other expenses 35,821 
Depreciation 409,343 

Total operating expenses 1,621,015 

Operating Loss (410,651)             

Non-Operating Revenues (Expenses)
Special Community Facilities District Tax 341,280 
Property taxes 232,335 
Connection and capacity expansion fees 173,173 
Penalties from Tehama County 2,407 
Lease and other income 20,427 
Interest income 58,950 
Interest expense (156,902)             
Consultants for non-operating activities (4,913) 

Total non-operating revenues (expenses) 666,757 

Increase in Net Position 256,106 

Net Position - beginning of the year 4,611,335 

Net Position - end of the year 4,867,441$         

RIO ALTO WATER DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

FOR THE YEAR ENDED
JUNE 30, 2022
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The accompanying notes are an integral part of these financial statements.



Cash flows from operating activities:
Cash received from customers and users 1,217,871$         
Cash received from others 24,341 
Cash paid to suppliers (380,323)             
Cash paid to employees and related benefits (940,258)             

Net cash used by operating activities (78,369)               

Cash flows from capital financing activities:
Cash received from connection charges 173,173 
Cash paid for suppliers for non-operating activities (4,913) 
Purchases of capital assets (107,292)             
Interest paid on capital debt (183,403)             
Payments on long-term debt (327,382)             

Net cash used by capital financing activities (449,817)             

Cash flows from non-capital financing activities:
Cash received from ad valorem property taxes 244,617 
Cash received from special taxes for sewer project 341,280 
Cash received from property tax penalties 2,407 

Net cash provided by non-capital financing activities 588,304 

Cash flows from investing activities:
Lease payments received for use of property 20,427 
Interest on investments 55,089 

Net cash provided by investing activities 75,516 

Increase in cash and cash equivalents 135,634 

Cash and cash equivalents, beginning of the year 3,925,681 

Cash and cash equivalents, end of the year 4,061,315$         

Reconciliation of cash and cash equivalents:
Cash and cash equivalents 1,338,528$         
Restricted cash with fiscal agent 2,722,787 

Total cash and cash equivalents at fiscal year-end 4,061,315$         

(Continued)

JUNE 30, 2022

RIO ALTO WATER DISTRICT
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED

6
The accompanying notes are an integral part of these financial statements.



(Continued)

Reconciliation of Operating Income to 
Net Cash Provided by Operating Activities:
Operating loss (410,651)$           
Adjustments to reconcile operating income

to net cash provided by operating activities:
Depreciation and amortization 409,343 

Changes in assets and liabilities:
Decrease in accounts receivable 6,081 
Decrease in delinquent accounts receivable 25,767 
(Increase) in inventory (1,419) 
Decrease in prepaid expenses 4,349 
Increase in accounts payable 6,446 
(Decrease) in accrued compensated absences (9,095) 
(Decrease) in net other post-employment benefits (13,177)               
Increase in net pension (96,013)               

Net cash used by operating activities (78,369)$             

FOR THE YEAR ENDED
JUNE 30, 2022

RIO ALTO WATER DISTRICT
STATEMENT OF CASH FLOWS

7
The accompanying notes are an integral part of these financial statements.
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NOTE 1: REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

A. Description of Reporting Entity

The Rio Alto Water District (the District), a special district of the State of California,
was organized to provide water to the residents of the Lake California area in
Cottonwood, California. Rio Alto Water District was created under the State of
California Water Code on December 30, 1968. Shortly after its formation, the voters
of the District approved a measure allowing the District to also engage in the
collection, transmission, treatment, and disposal of wastewater generated within the
District boundaries. The financial statements of the District include the financial
activities of the Rio Alto Water District and Community Facilities District
No. 2011-1.

On January 11, 2012, the Board of Directors adopted Resolution 02-12, forming
Community Facilities District No. 2011-1 for the purpose of funding necessary
improvements to the wastewater treatment plant and to create a wetland in order to
comply with the terms of the National Pollutant Discharge Elimination System
(NPDES) permit from the Regional Water Quality Control Board Central Valley
Region. On April 17, 2012, the voters within the boundaries of the Community
Services District No. 2011-1 approved Measure A, levying a special tax on
landowners within the District.

The District’s primary source of revenues are from charges to residential customers
for sewer and water services primarily in the District’s boundaries, which encompass
approximately 6,000 acres located in Northern Tehama County, California. The
District shares in the Tehama County ad valorem tax for special districts, which is
determined by the Tehama County Auditor based on State law. As well, the District
receives interest income from investments.

The governing body of the District is a Board of Directors (the Board) consisting of
five members elected for four-year terms. Management of the District is the
responsibility of the General Manager as appointed by the Board. No legally separate
entities meet the criteria specified in GASB 61 for treatment as component units of
the District. Community Facilities District 2011-1 is not considered a separate legal
entity as it does not have its own governing board. All decisions are made by the
Board of Directors of Rio Alto Water District and all property is owned by Rio Alto
Water District. Its financial results are reported as part of the District. However, the
USDA Bond obligation and State Water Resources Control Board (SWRCB)
installment sale agreement are payable solely from the Community Facilities District
special taxes and the assets pledged, and are not general obligations of the District.
More information on the District’s debt can be found in Note 4. No separate financial
statements are issued for Community Facilities District No. 2011-1.
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NOTE 1: REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES – continued 

B. Basis of Presentation

The accounts of the District are organized and operated on a fund basis. Each fund
contains a separate, self-balancing set of accounts to account for its operations.

All activities of the District are accounted for within proprietary (enterprise) funds.
Proprietary funds are used to account for operations that are (a) financed and operated
in a manner similar to private business enterprises where the intent of the governing
body is that the costs (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered
primarily through user charges; or (b) where the governing body has decided that
periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control,
accountability, or other purposes.

C. Basis of Accounting

Proprietary funds are accounted for on a flow of economic resources measurement
focus, which requires use of the accrual basis of accounting. On this basis, all assets
and liabilities associated with operations are included on the statement of net
position, revenues are recognized when earned, and expenses are recorded at the time
the liabilities are incurred, regardless of the timing of the related cash flows.

Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund’s principal
ongoing operations. The District’s principal ongoing operations provide water and
sewer services to residential customers. Accordingly, the principal operating revenues
of the District are charges to residential customers for water, sewer, and closely
related services. Operating expenses include the costs of sales and services,
transmission and distribution, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting the definition of operating revenues or
expenses above are reported as non-operating revenues and expenses. Revenues from
property taxes, connection fees, penalties from Tehama County, capacity expansion
fees, and interest income are considered non-operating revenues.

The proprietary funds are presented in accordance with the hierarchy of generally
accepted accounting principles for state and local governments, as described in
GASB Statement 76.
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NOTE 1: REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES – continued 

C. Basis of Accounting – continued

For purposes of the Statement of Cash Flows, the District defines cash and cash
equivalents as bank account balances available on demand, cash on hand, and
investment account balances that can be easily converted to cash within seven
calendar days (such as the Local Agency Investment Fund). Cash flows from
operating activities are presented using the direct method. All investments are
reported at fair value, which is either the market price or amortized cost.

Statement of Net Position – The statement of net position is designed to report the
financial position of the District at the balance sheet date. The District’s fund equity
(net position) shown on this statement is separated into three categories defined as
follows:

• Net Investment in Capital Assets – This component of net position consists of
capital assets, net of accumulated depreciation and reduced by any outstanding
balances of debt that are attributable to the acquisition, construction, or
improvement of these assets. This category of net position is considered non- 
expendable.

• Restricted – This component of net position consists of net position that is
subject to external constraints imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of other governments.
It includes net position constrained by law, constitutional provisions, or enabling
legislation.

• Unrestricted – This component of net position consists of net position that does
not meet the definition of “restricted” or “net investment in capital assets.” The
District’s Board of Directors may designate portions of unrestricted net position
for particular purposes.

Statement of Revenues, Expenses, and Changes in Net Position – The statement of 
revenues, expenses, and changes in net position presents the results of operations of 
the proprietary funds for the current period. Revenues are reported by major source. 
Operating revenues and expenses are presented separately from non-operating items 
and an operating income subtotal is presented prior to adjustment for non-operating 
items. 
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NOTE 1: REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES – continued 

D. Revenue Policies – Utility Fees

The District’s principal sources of revenue are from water sales, water connection
fees, sewer charges for collection, transmission, treatment, and disposal of
wastewater, and charges for the availability of utility services that are paid by owners
of undeveloped lots. Water rates are established by the Board, but may only be
increased in accordance with California’s Proposition 218, which requires that
notices of any proposed fee increases be mailed to all property owners, that a public
hearing be held, and that the fee increase may not be implemented if written
objections are received from a majority of property owners. However, the District’s
authority to set water rates is not subject to the oversight or approval of the California
Public Utilities Commission or another regulatory agency. The District recognizes
revenue for these charges when they are earned through the provision of services or
the passage of time. In compliance with Prop 218, the District held a public hearing
on May 19, 2016 and in the absence of a majority written protest, approved an
increase to water rates, staged in over the subsequent five fiscal years, in response to
rate study prepared by Bartle Wells Associates.

E. Revenue Policies – Connection and Capacity Expansion Fees

The District charges a connection fee, and, for customers located in certain areas, a
capacity expansion fee, for connecting to the District for the first time. The fee varies
depending on the location of the new connection and whether the customer is
connecting to both the water and sewer systems or the water system only. As these
fees are intended primarily to finance capital costs, they are classified as
non-operating revenue. The District recognizes revenue at the time the application is
tendered for the new connection.

F. Delinquent Accounts and Taxes Receivable

The District transfers delinquent accounts to the Tehama County Tax Collector once
per year, and a majority of these accounts are eventually collected. The allowance for
uncollectible accounts is increased annually to reflect 100% of the amounts due on
water and sewer charges over 90 days delinquent, less the portion of this amount that
has been transferred to the Tehama County Tax Collector for collection. The portion
of accounts receivable transferred to Tehama County for collection, reduced by
significant Tehama County collections to be received in January following the fiscal
year end, and delinquent special taxes receivable outstanding at year end are reflected
as a non-current asset because the majority of these amounts will not be collected
within twelve months of the end of the fiscal year.
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NOTE 1: REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES – continued 

G. Property Tax Revenue

In accordance with Article XIII-A of the State Constitution, California property taxes
are collected by the County Tax Collector, pooled, and then allocated to the local
governments within the County. Property tax revenue is recognized when taxes are
levied.

The property tax calendar is as follows:

Lien date: January 1 
Levy date: July 1 
Due date: First installment – November 10 

Second installment – February 10 
Delinquent date: First installment – December 11 

Second installment – April 11 

Under California law, property taxes are assessed and collected by the counties at up 
to 1% of assessed value, plus other increases approved by the voters. Property taxes 
collected are allocated to the District three times a year. The final distribution is made 
close to June 30 each year and reflects the property taxes collected from April 10 to 
approximately May 30. 

The Board of Directors, acting as the Board of Community Facilities District 2011-1, 
levies a special tax each year up to $289 per equivalent dwelling unit to provide for 
the debt service on the debt incurred in connection with the sewer treatment plant 
improvement project. While still authorized to levy the maximum tax of $289, 
starting in fiscal year 2015-2016, the Board of Directors reduced the levy to $240 per 
equivalent dwelling unit. The taxes are collected by the Tehama County Tax 
Collector at the same time as the ad valorem taxes. 

H. Designation of Investments for Capital Asset Acquisition and OPEB Liability
Retirement

Through the budgeting process, the District’s Board of Directors has designated
portions of its investment account balances for use in acquiring capital assets and
retiring the District’s OPEB liability. In accordance with GASB Statement 62,
paragraph 31, the District considers these investment balances to be non-current
assets, because their intended use is to acquire other non-current assets or to retire
liabilities that are not due within one year.
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NOTE 1: REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES – continued 

I. Inventories

The District’s inventories are valued at historical cost on a first-in, first-out basis.
Expenses are recorded when inventory items are used. The inventory consists of
water meters, materials, and supplies for maintenance of the District’s water and
sewer systems.

J. Use of Estimates

The preparation of basic financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and
assumptions that affect reported amounts and disclosures. Actual results could differ
from those estimates.

K. Capital Assets

The District’s capital assets include plant and equipment, which are recorded at
historical cost. The original plant and improvements completed by the original
developer of Lake California and three low pressure systems located outside the
sewer district were contributed to the District and were recorded at their fair market
value.

New developments of residential lots are accepted only when the construction of the
utilities meet the standards set by the District and are capitalized at a cost approved
by the district’s engineers.

The District’s policy is to capitalize all assets with a useful life of more than a year
which cost in excess of $1,000. The District uses the straight-line method of
computing depreciation. Estimated useful lives of the District’s assets are determined
based on the length of time the asset class is expected to provide service to the
District and are as follows:

Water Plant 60 years 
Sewer Treatment Plant and related components 50 years 
Buildings 35 years 
Equipment 5 to 10 years 

Maintenance and repairs are expensed as incurred. Significant renewals or 
betterments are capitalized and depreciated over their estimated useful lives. Costs 
incurred prior to completion for major improvements or construction of capital assets 
are accumulated in construction in progress. Once they are ready for use, assets 
previously recorded in construction in progress are transferred to the appropriate 
capital asset category. 
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NOTE 1: REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES – continued 
 
L. Loans Payable 

 
The District records outstanding obligations for loans payable at the time funds are 
disbursed by the lender to the District or for its benefit. In accordance with GASB 62, 
the District classifies the portion of loans payable due within one year from the 
balance sheet date as a current liability. 
 

M. Compensated Absences 
 
The District’s employees earn vacation in varying amounts depending on length of 
service. Employees also earn sick leave at the rate of one day to 1 - 5/12 days per 
month depending on job category. There is no maximum accrual of sick leave except 
that the General Manager cannot accrue sick leave in excess of 90 days. Vacation can 
be accumulated to a total of between 20 to 50 days depending upon length of service 
and job category. Employees and the General Manager are allowed to take payment 
in lieu of vacation up to one-half of an employee’s yearly accrual each fiscal year. 
Upon separation from the District, employees are entitled to full payment for accrued 
vacation but not for sick leave. The District records its obligations for vacation 
when earned by the employees based on current rates of pay at the time. The division 
of the compensated absences liability to current and long-term portions is based on 
experience. 
 

N. Restricted and Unrestricted Resources 
 
When both restricted and unrestricted resources are available for use, the District uses 
restricted resources first, and then unrestricted resources as needed. 
 

O. Net Pension Liability and Deferred Outflows and Inflows Related to Pensions 
 
For purposes of measuring the net pension liability, deferred outflows/inflows of 
resources related to pensions, and pension expense, information about the fiduciary 
net position of the District’s California Public Employees’ Retirement System 
(CalPERS) plans (Plans) and additions to/deductions from the Plans’ fiduciary net 
position have been determined on the same basis as they are reported by CalPERS. 
For this purpose, benefit payments (including refunds of employee contributions) are 
recognized when due and payable in accordance with the benefit terms. Investments 
are reported at fair value. 
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NOTE 1: REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES – continued 

P. Other Post-Employment Benefits (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and
deferred inflows of resources related to OPEB, and OPEB expense, information about
the fiduciary net position of the District’s plan (OPEB Plan) and additions
to/deductions from the OPEB Plan’s fiduciary net position have been determined on
the same basis. 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.

Q. New Accounting Pronouncements

GASB Statement No. 87 – In June 2017, GASB issued Statement No. 87, Leases.
The objective of this Statement is to better meet the information needs of financial
statement users by improving accounting and financial reporting for leases;
enhancing the comparability of financial statements between governments; and also
enhancing the relevance, reliability, and consistency of information about the leasing
activities of governments. The new accounting standard requires lessees to recognize
a lease liability measured on a discounted basis and a right-of-use asset for all leases.
In May 2020, the GASB deferred the original implementation date by 18 months to
provide temporary relief to governments and other stakeholders due to challenges
resulting from COVID-19. This Statement, as amended, became effective for
reporting periods beginning after December 15, 2019. The District has not realized
any material impacts from the adoption of the new standard on its financial
statements for the fiscal year ending June 30, 2022.

GASB Statement No. 92 – In January 2020, GASB issued Statement No. 92,
Omnibus 2020. The objectives of this Statement are to establish accounting and
financial reporting requirements for specific issues related to leases, intra‐entity
transfers of assets, post-employment benefits, government acquisitions, risk financing
and insurance‐related activities of public entity risk pools, fair value measurements,
and derivative instruments. The requirements of this Statement are effective for
reporting periods beginning after June 15, 2021, except for Statement 87 and
Implementation Guide 2019‐3, reinsurance recoveries, and terminology used to refer
to derivative instruments are effective upon issuance. The District has not realized
any material impacts from adoption of this Statement.
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NOTE 2:  CASH AND INVESTMENTS 

Cash and investments as of June 30, 2022 are reported in the accompanying financial 
statements in the classifications set forth below. 

The balance of investment in LAIF listed under Designated represents the funds 
designated for capital asset acquisition and retirement of OPEB liability. 

A. Deposits

At June 30, 2022, the recorded amount of the District’s deposits is shown above. This
bank balance is partially covered by the Federal Deposit Insurance Corporation
(FDIC), which has a limit of $250,000. Amounts in excess of $250,000 are covered
by the multiple financial institution collateral pool that insures public deposits in the
State of California.

Various amounts of restricted cash are restricted for debt service, project
construction, and capacity expansion.

B. Investments

Local Agency Investment Fund. The District maintains an investment in the State of
California Local Agency Investment Fund (LAIF). LAIF is part of the Pooled Money
Investment Account (PMIA), an investment pool consisting of funds held by the state
in addition to those deposited in LAIF. All PMIA funds are managed by the
Investment Division of the State Treasurer’s Office. This fund is not registered with
the Securities and Exchange Commission as an investment company, but is required
to invest according to California Government Code. Participants in the pool include
voluntary and involuntary participants, such as special districts and school districts
for which there are legal provisions regarding their investments. The Local
Investment Advisory Board (Board) has oversight responsibility for LAIF. The Board
consists of five members as designated by state statute. LAIF is not rated by any
major investment rating agency.

Unrestricted Designated Restricted Total
Cash:

Cash on hand and
in checking accounts 211,529$     -$           351,959$     563,488$     

Investments:
Cash in interest-bearing 

LAIF account 1,126,999    980,594       1,390,234    3,497,827    

Total 1,338,528$  980,594$     1,742,193$  4,061,315$  
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NOTE 2:  CASH AND INVESTMENTS – continued 
 

B. Investments – continued 
 
At June 30, 2022, the District’s investment position in LAIF was $3,497,827, which 
approximates fair value and is the same as value of the pool shares which is 
determined on an amortized cost basis. LAIF is the only investment reported on an 
amortized cost basis because the amount available for withdrawal is determined on 
this basis. The total amount invested by all public agencies in PMIA on that day was 
$235.9 billion. Of that amount, 68.02% is invested in government bills and notes, 
5.67% is invested in short-term, asset-backed commercial paper, with the remaining 
26.31% invested in other non-derivative financial products. 
 
Under the California Government Code, the District may only invest its funds in the 
following investment types: 
 
  Maximum % 
 Investment of Portfolio 
U.S. Treasury Obligations None 
U.S. Agency Obligations None 
State and Local Government Bonds None 
Bankers’ Acceptances 40% 
Commercial Paper 25% 
Negotiable Certificates of Deposit/CD Placement Service 30% 
Repurchase Agreements None 
Reverse Repurchase Agreements and Loans of Securities 20% 
Medium-Term Notes 30% 
Mutual Funds and Money Market Mutual Funds 20% 
Collateralized Bank Deposits None 
Mortgage Pass-Through Securities 20% 
Bank Time Deposits None 
County Pooled Investment Funds None 
Joint Powers Authority Investment Pools None 
Local Agency Investment Fund (LAIF) None 
Supranational Obligations 30% 
 

 
In addition, the District’s Board of Directors must approve investments. At this time, 
the only investment approved by the Board is the California Local Agency 
Investment Fund. By limiting its investments to this fund managed in accordance 
with the California Government Code, the District minimizes its credit quality risk, 
custodial credit risk, concentration of credit risk, interest rate risk, and foreign 
currency risk. 
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NOTE 3: CAPITAL ASSETS 

Capital asset activity for the fiscal year ended June 30, 2022 is summarized below: 

Of the above capital asset additions, $107,292 were purchased with unrestricted cash. 
The remaining $618,610 of additions were financed as discussed in Note 4. Depreciation 
expense for the fiscal year ended June 30, 2022 totaled $409,343 and is charged to Water, 
Sewer, and Community Facilities activities based on the function and assignment of 
depreciable assets. 

NOTE 4: LONG-TERM LIABILITIES 

Long-term liabilities at June 30, 2022, consisted of the following: 

Year Ended Year Ended
June 30, 2021 Additions Reductions June 30, 2022

Capital assets, non-depreciable:
Land 463,183$       -$           -$  463,183$       
Construction in-progress - 309,305 - 309,305 

Total capital assets, non-depreciable 463,183         309,305      - 772,488 

Capital assets, depreciable:
Water utility plant 4,028,053      314,794      - 4,342,847 
Sewer utility plant 9,072,938      -             -             9,072,938 
General plant/equipment - Water 724,826         29,358        (7,263)        746,921         
General plant/equipment - Sewer 693,236         72,445        (7,263)        758,418         
Software 21,750           -             -             21,750           

Total capital assets, depreciable 14,540,803    416,597      (14,526)      14,942,874    

Less accumulated depreciation (5,440,490)    (409,343)    14,526        (5,835,307)     

Total capital assets, net 9,563,496$    316,559$    -$           9,880,055$    

Amounts Due
Year Ended Balance Within

June 30, 2021 Additions Deletions June 30, 2022 One Year
Installment debt:

Sale agreement 990,364$      -$            (57,683)$   932,681$      58,779$        
USDA bond 4,550,000     - (83,000) 4,467,000     85,000          
CEC loan 1,590,800     - (62,976) 1,527,824     88,519          

Total 7,131,164     - (203,660) 6,927,504     232,298        
Other long-term liabilities:

Tank Rehab Contract - 618,610 (123,722)   494,888        123,722        
Net pension obligation 1,053,398     - (499,181)   554,217        - 
OPEB 788,673        39,125 -            827,798 - 
Compensated absences 37,682          - (9,095) 28,587 14,294          

Total 1,879,753     657,735      (631,998)   1,905,490     138,016        

Total long-term liabilities 9,010,917$   657,735$    (835,658)$ 8,832,994$   370,314$      
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NOTE 4: LONG-TERM LIABILITIES - continued 

The net pension obligation and Other Post-employment Benefits (OPEB) liability are 
stated separately, while all other amounts are reported together on the Statement of Net 
Position. 

On May 16, 2013, the California State Water Resources Control Board (SWRCB) 
executed a finance agreement with the District to provide up to $1,215,000 in debt 
financing from the state’s Clean Water State Revolving Fund (CWSRF) for the District’s 
wastewater treatment plant improvement project. The proceeds of the financing are 
disbursed to the District only upon receipt of disbursement requests from the District that 
itemize project costs incurred. Annual installment payments on the debt are due to the 
SWRCB March 17 of each year, with annual interest accruing at the rate of 1.9%. 
Payments began March 17, 2017 and the final payment will be due March 17, 2036.  The 
financing is structured as an installment sale agreement of the wastewater treatment plant 
improvement and constructed wetlands project. The agreement requires the District to 
maintain one year of debt service in a reserve fund for the entire term of the agreement. 
Special tax revenues levied for project purposes under the Community Facilities District 
are pledged for payment of this and any other debt related to the project and repayment is 
secured by a lien on these revenues. The District has covenanted to levy special taxes 
each year in a total amount of at least 1.1 times the total annual debt service. SWCRB 
reserves the right to require an audit of the District’s disbursements reimbursed by the 
loan proceeds. 

On August 15, 2014, the District issued a Special Tax Bond to the United States 
Department of Agriculture (USDA) to finance necessary improvements to the wastewater 
treatment plant and the constructed wetlands project. The total face amount of the bond is 
$5,000,000. The bond bears interest at the rate of 2.75%. The bond matures in annual 
installments and interest on the bond is payable in semi-annual installments over 40 years 
commencing on July 1, 2015. The bond is secured by a first lien and pledge of the special 
tax revenues levied by Community Facilities District 2011-1 for the project. USDA 
requires the District to set aside a reserve equal to the average annual debt service and a 
short-lived asset reserve to be funded with $15,730 annually. The bond is payable solely 
from the Community Facilities District 2011-1 special tax revenues and the assets 
pledged. 

On April 17, 2019, the District entered into an agreement with Halcyon Solar 
Construction to supply and install photovoltaic electric generating systems (PV systems) 
at the District facilities to supply solar power. The full cost of this construction totaled 
$1,590,800 and was financed with a promissory loan bearing a 1% interest rate from the 
California Energy Commission (CEC). Construction for this solar project was completed 
in April 2020, which is the date the final disbursement of funds was received from the 
CEC.  
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NOTE 4: LONG-TERM LIABILITIES – continued 

On September 22, 2021, the District entered into an agreement with Superior Tank 
Solutions, Inc. to replace the interior lining of two water tanks and provide ongoing 
maintenance and repairs. The contract requires a minimum of 5 annual payments of 
$123,722 with the option to continue regular maintenance and repairs for an additional 15 
years at a cost of $36,336 per year. If the contract is terminated before the 5-year period is 
complete, the remaining balance of the first 5 annual payments becomes due and payable. 
The agreement does not bear any interest and does not qualify as installment debt.  

The table below represents estimated principal and interest payments to maturity on the 
USDA Special Tax Bond, SWRCB Installment Sale Agreement, and the California 
Energy Commission loan: 

The District’s total interest expense incurred is displayed as a non-operating expense on 
the Statement of Revenues, Expenses, and Changes in Net Position. 

NOTE 5: RISK MANAGEMENT/INSURANCE JOINT VENTURE 

The District is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees, natural disasters, 
delivery of water, and treatment and disposal of wastewater. These risks are addressed 
through the District’s membership in the Association of California Water Agencies – 
Joint Powers Insurance Authority (JPIA). The purpose of the JPIA 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 
coverages. The JPIA’s members have pooled funds in order to be self-insured for general 
liability, property, pollution liability, and workers’ compensation. Each member district 
pays a premium commensurate with the level of coverage requested, and shares surpluses 
and deficit proportionate to their participation. 

Year Ended
June 30, Principal Interest Total

2022 203,660$       183,401$       387,061$       
2023 232,297         154,453         386,750         
2024 236,263         150,122         386,385         
2025 241,335         145,616         386,951         

2026-2030 1,275,251      657,580         1,932,831      
2031-2035 1,400,828      530,209         1,931,037      
2036-2040 1,019,530      398,471         1,418,001      
2041-2045 730,000         297,690         1,027,690      
2046-2050 837,000         190,149         1,027,149      
2051-2055 955,000         66,949           1,021,949      

Total 7,131,164$    2,774,640$    9,905,804$    
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NOTE 5: RISK MANAGEMENT/INSURANCE JOINT VENTURE - continued 

The District has had no settlements that exceeded its insurance coverage in any of the last 
three years. Complete audited financial statements of the JPIA can be obtained online at 
www.acwajpia.com. 

NOTE 6: PENSION PLAN 

A. Plan Description

The District contributes to the California Public Employees’ Retirement System
(CalPERS), a cost-sharing, multiple-employer defined benefit pension plan. The
District’s plan is part of the “Miscellaneous 2% at 60 Risk Pool” within the CalPERS
system. All full-time District employees who have been employed for over six
months are eligible to participate in CalPERS. CalPERS acts as a common
investment and administrative agent for participating public entities within the State
of California. A menu of benefit provisions as well as other requirements is
established by State statutes within the Public Employee’s Retirement Law. The
District selects optional benefit provisions from the benefit menu by contract with
CalPERS and adopts those benefits through the approval of the District’s Board of
Directors. Benefits include a periodic pension payment upon retirement, as well as
death and survivor benefits. Annual cost of living adjustments are included.
Disability retirement is permitted subject to certain requirements. CalPERS makes
reports available to the public that provide a detailed description of the pension plan’s
benefit provisions, actuarial assumptions, membership information, and fiduciary net
position. These reports can be found on the CalPERS website at 
http://www.calpers.ca.gov/. 

The Plans’ provisions and benefits in effect at June 30, 2022, are summarized as 
follows: 

Prior to On or After
Hire date January 1, 2013 January 1, 2013
Benefit formula 2% @ 60 2% @ 62
Benefit vesting schedule 5 years service 5 years service
Benefit payments Monthly for life Monthly for life
Retirement age (no disability) 50+ 52+
Required employee contribution rates 7% 6.25%
Required employer contribution rates 9.281% + $66,266 7.73% + $1,242

Miscellaneous

http://www.acwajpia.com/
http://www.calpers.ca.gov/
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NOTE 6: PENSION PLAN - continued 

B. Funding Policy

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 July 1 following notice of a change in
the rate. Funding contributions for both 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 actuarial methods and assumptions used are those
adopted by the CalPERS Board of Administration. The District is required to
contribute the difference between the actuarially-determined rate and the contribution
rate of employees.

Active plan members who were members prior to January 1, 2013 are required to
contribute 7% of their annual covered salary by state statute; however, the District
pays this 7% on behalf of employees as a fringe benefit negotiated in past years’ pay
packages. Active plan members whose membership began on or after January 1, 2013
are required to contribute 6.25%; for these members the District does not contribute
the employee’s 6.25% on his or her behalf and makes only the contribution required
of the employer.

For the year ended June 30, 2022, the employer contributions recognized as deferred
outflows of resources were $153,378.

C. Annual Pension Cost and Net Pension Obligation

Beginning with the fiscal year ended June 30, 2015, the District’s net pension liability
for each Plan is measured as the proportionate share of the total net pension liability
for all employers in the plan. The net pension liability for each of the Plans 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
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 of the Plan as of June 30,
2022 was approximately 0.02497%.
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NOTE 6: PENSION PLAN – continued 
 
C. Annual Pension Cost and Net Pension Obligation - continued 

 
For the year ended June 30, 2022, the District recognized pension expense of 
$180,052. At June 30, 2022, the District reported deferred outflows of resources and 
deferred inflows of resources related to pensions from the following sources: 
 

 
$153,378 is reported as deferred outflows of resources related to contributions 
subsequent to the measurement date and will be recognized as a reduction of the net 
pension liability in the year ended June 30, 2023. Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pensions will be 
recognized as pension expense as follows: 

 

 
  

Deferred Outflows Deferred Inflows
of Resources of Resources

Pension contributions subsequent to 
measurement date 153,378$               -$                    

Change in employer's proportion 42,875                   -                      
Differences between employer's contributions 

and proportionate share of contributions -                        50,448                
Changes in assumptions -                        -                      
Differences between projected and 

actual experience 62,150                   483,802              
Net differences between projected and actual 

earnings on plan investments -                        -                      
258,403$               534,250$            

Year Ended Pension 
June 30, Expense

2023 (93,845)$            
2024 (94,145)              
2025 (107,537)            
2026 (133,698)            
Total (429,225)$          
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NOTE 6: PENSION PLAN – continued 

C. Annual Pension Cost and Net Pension Obligation – continued

The total pension liabilities in the June 30, 2018 actuarial valuations that were used to
determine the June 30, 2022 net pension liability shown in these financial statements
were determined using the following actuarial assumptions:

Valuation Date June 30, 2020 
Measurement Date June 30, 2021 
Actuarial Cost Method Entry age normal cost method 
Actuarial Assumptions: 

Discount Rate 7.15%* 
Investment Rate of Return 7.15% (includes inflation)** projected 
Salary Increases Varies by entry age and service 
Inflation 2.75% 
Mortality Rate Table Based on CalPERS membership data for 

all funds*** 
Payroll Growth 3.00% 
Post Retirement Benefit Increases Cost of Living Adjustments per contract 

up to 2.75% until Purchasing Power  
Protection Allowance Floor on 
Purchasing Power applied, 2.75%  
thereafter 

* The discount rate used to measure the total pension liability was 7.15% for each
Plan.

Expectations about future cash flows used in the development of the discount rate
assume that both members and employers will make all required contributions on
time and as scheduled in all future years. 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%
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% will be applied to all
plans in the Public Employees Retirement Fund (PERF) and all periods of
projected benefits. The stress test results are presented in a detailed report that can
be obtained from the CalPERS website.

**The long-term expected rate of return on pension plan investments was determined 
using a building-block method in which best-estimate ranges of expected future 
real rates of return (expected returns, net of pension plan investment expense and 
inflation) are developed for each major asset class. 
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NOTE 6: PENSION PLAN – continued 

C. Annual Pension Cost and Net Pension Obligation – continued

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 geometric rates of return are
net of administrative expenses.

***In Fiscal Year 2018-19, CalPERS implemented a new actuarial valuation 
software system for the June 30, 2018 valuation. In December 2017, the Board 
adopted new mortality assumptions developed from the December 2017 
Experience Study. Further details of the Experience Study can be found on the 
CalPERS website. 

Assumed Asset Real Return Real Return
Asset class Allocation Years 1-10 Years 11+

Public 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%

Total 100.00%

Real Return Years 1-10:  An expected inflation of 2.00% used for this period
Real Return Years 11+ :  An expected inflation of 2.92% used for this period
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NOTE 6: PENSION PLAN – continued 

C. Annual Pension Cost and Net Pension Obligation – 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 estimated amounts for 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:

NOTE 7: OTHER POST-EMPLOYMENT BENEFITS 

A. Plan Description

The District makes medical insurance coverage available to eligible retired
employees and their spouses through an agent multiple-employer plan governed by
the Public Employees’ Medical & Hospital Care Act (PEMHCA) and administered
by the District. Employees are generally eligible for this benefit after reaching age 60
and accumulating 20 years of service to the District.  As of June 30, 2022, the plan
covered seven active employees (assuming these employees meet plan eligibility
requirements upon retirement) and two retired District employees who were then
receiving benefits. Pursuant to a decision of the Board on July 21, 2015, the District
will pay 100% of the high-deductible health plan premiums plus 100% of the dental
and vision premiums for current employees and spouses who are eligible to receive
the benefit upon retirement. Employees may elect another plan but are required to pay
the difference in cost between the plan chosen and the high-deductible health plan.
Benefits are provided by the Association of California Water Agencies in exchange
for premiums paid by the District. The plan is offered per District policy and benefit
provisions may be amended at the District’s option. Prefunding contributions are
made to the California Employers Retiree Benefit Trust (CERBT) Fund administered
by the California Public Employees Retirement System (CalPERS). No stand-alone
reports are issued for the plan other than the audited financial report from CERBT
that displays separate fiduciary net position balances for each employer.  The report is
available on the CalPERS website at:
https://www.calpers.ca.gov/page/employers/benefit-programs/cerbt

Discount Discount Discount 
Rate Rate Rate

6.15% 7.15% 8.15%

Net Pension Liability 1,188,162$    554,217$       30,145$         

https://www.calpers.ca.gov/page/employers/benefit-programs/cerbt
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NOTE 7: OTHER POST-EMPLOYMENT BENEFITS - continued 

B. Contributions

In addition to making direct payments for current retiree benefits due, the District
makes a discretionary additional contribution to the CERBT trust as determined
during each year’s budgeting process based on an analysis of funding priorities and
approved by the Board of Directors. For the fiscal year ended June 30, 2022, the
District contributed $27,191 in direct payments for retiree health premiums and an
additional $21,280 in contributions to CERBT. No contribution is currently required
of plan members.

C. Measurement of the Net OPEB Liability and Underlying Assumptions

The District’s net OPEB liability was measured as of June 30, 2022 and the total
OPEB liability used to calculate the net OPEB liability was determined by a valuation
under the alternative measurement method dated July 1, 2021 that was rolled forward
to determine the June 30, 2022 total OPEB liability, based on the following
assumptions:

Discount Rate 5.50%* 
Long-term Rate of Return on Plan Investments 5.50% 
Municipal Bond 20-Year High Grade Rate 3.62% 
Ultimate Trend Rate 4% 
Healthcare Trend Rates 2022-2034 5.20% 
Later years 5% Dental, Vision, and Other 
Trend Rate 4% 
Age-adjustment Factor 4% 
Salary Increase 3% 
Pre-Retirement Mortality Rate RP-2014 Employee Mortality 

Table ** 
Post-Retirement Mortality Rate RP-2014 Healthy Annuitant 

Mortality Table** 
Pre-Retirement Turnover Crocker-Sarason T5 Table 

Published in The Actuary’s 
Pension Handbook in 1955 
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NOTE 7: OTHER POST-EMPLOYMENT BENEFITS - continued 

C. Measurement of the Net OPEB Liability and Underlying Assumptions -
continued

* In order to determine the discount rate, the projected benefit payments related to
current employees for each future period were compared to the projected
fiduciary net position available to make those payments. In periods where the
fiduciary net position was projected to equal or exceed the benefit payments
required, the value of projected benefits to be paid in that period was discounted
to the present value using the long-term rate of return on plan investments shown
above. In periods where the fiduciary net position was projected to fall below the
projected benefit payments, the value of projected payments to be paid in that
period was discounted using the municipal bond 20-year high grade bond rate
shown above. The discount rate above is the single (blended) rate that, when
applied to all projected benefits regardless of whether fiduciary net position is
projected to be sufficient, yields the same present value of projected benefits as
the present value obtained by applying the long-term investment rate of return or
the municipal bond 20-year high grade rate separately to each projected period
based on whether or not the fiduciary net position is expected to be sufficient, as
discussed above.

The projected fiduciary net position for purposes of determining the discount rate,
as discussed above, was based on the assumption that the District will continue to
pay all retiree premiums as they come due (“pay-as-you-go financing”) pursuant
to the District’s written policy, plus a flat contribution to the CERBT trust of
$21,280 per year based on the District’s current budget amount. In accordance
with GASB 75, paragraph 37, a portion of these projected contributions was
allocated toward the service cost of future employees and therefore removed from
the projection of fiduciary net position available to finance the costs of current
employees. The amount allocated to future employees was assumed to be 8.44%
of projected future employee payroll in each future period projected.

**  The RP-2014 Mortality Tables are published by the Society of Actuaries, based 
on data from 123 private and public pension plans from the years 2004 through 
2008. The tables used were specific to males or females, as appropriate, and used 
without projection. 

The assumptions used are subject to change as new information becomes 
available. Actuarial valuations of the ongoing plan involve estimates of the value 
of reported amounts and assumptions about the probability of occurrence of 
events far into the future and are continually revised as actual results are 
evaluated in light of previous expectations and new expectations are set. 
Examples include assumptions about future employment, mortality, and the 
healthcare cost trend.  
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NOTE 7: OTHER POST-EMPLOYMENT BENEFITS - continued 

C. Measurement of the Net OPEB Liability and Underlying Assumptions -
continued

The schedule of funding progress, presented as RSI following the notes to basic
financial statements, presents multiyear trend information that shows whether the
actuarial value of plan assets is increasing or decreasing over time relative to the
actuarial accrued liabilities for benefits. The calculations are based on the substantive
plan as it is in place at the time of each valuation.

The following presents the net OPEB liability of the District if it were calculated
using a discount rate that is one percentage point lower or one percentage point
higher than the current rate, for measurement period ended June 30, 2022:

The following presents the net OPEB liability of the District if it were calculated 
using health care cost trend rates that are one percentage point lower or one 
percentage point higher than the current rate, for measurement period ended June 30, 
2022: 

1% Decrease Current Rate 1% Increase
Discount Rate 4.50% 5.50% 6.50%

Net OPEB Liability 988,013$       827,798$       695,896$       

1% Decrease Trend Rate 1% Increase
(4.80% current, (5.80% current, (6.80% current,
4.00% ultimate, 5.00% ultimate, 6.00% ultimate,

Discount Rate 3.00% Medicare) 4.00% Medicare) 5.00% Medicare)

Net OPEB Liability 641,235$          788,673$          972,042$          
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NOTE 7: OTHER POST-EMPLOYMENT BENEFITS - continued 

D. Changes in the OPEB Liability

The changes in the net OPEB liability for the plan are as follows:

E. Deferred Outflows and Inflows

Deferred inflows and outflows related to OPEB are as follows:

Total OPEB Plan Fiduciary Net Net OPEB Liability 
Balances at 6/30/2021 (1,099,092)$           310,419$               (788,673)$              

Changes for the year:
Service cost (44,835) - (44,835) 
Interest (59,016) - (59,016) 
Experience differences 150,089 - 150,089 
Assumption changes (93,216) - (93,216) 
Other - - - 
Contribution-employer - 49,718 49,718 
Net investment income - (41,596) (41,596) 
Benefit payments 28,438 (28,438) - 
Administrative expense - (269) (269) 

Net changes (18,540) (20,585) (39,125) 

Balances at 6/30/2022 (1,117,632)$           289,834$               (827,798)$              

(Increase)/Decrease in Net OPEB Liability

Deferred Outflows Deferred Inflows
of Resources of Resources

Changes in assumptions 98,164$  198,641$            
Differences between projected and actual

experience - 232,664
Net differences between projected and actual 

earnings on plan investments 48,014 21,631
146,178$                452,936$            
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NOTE 8:  RESTRICTED AND UNRESTRICTED NET ASSETS 

The District’s net position that is not invested in capital assets is divided between 
restricted and unrestricted portions. Restricted net position consists of the water and 
sewer expansion fees received and the interest earned thereon, which can only be used 
towards costs to expand the facilities, and special taxes collected under Community 
Facilities District 2011-1 for the purposes project construction and debt service 
requirements on the Wastewater Treatment Plant project. When restricted funds are used 
for construction of eligible fixed assets, the restricted and unrestricted portions of net 
position are adjusted accordingly. The total amount of net position restricted by enabling 
legislation as of June 30, 2022 was $1,745,992. The excess of restricted net position over 
restricted cash is a function of additional Community Facilities activity receivables, less 
related accrued payables. There is no unrestricted net position within the Community 
Facilities activity.   

NOTE 9:  GANN/PROPOSITION 4 APPROPRIATIONS LIMIT 

Article XIII-B of the California Constitution establishes a limit on the amount that may 
be appropriated for spending out of the proceeds of taxes for any given fiscal year. The 
limit for each year is calculated by applying a cost-of-living and population change factor 
to the previous year’s limit. Government Code Section 7910 requires adoption of the limit 
by the Board of Directors. As the District’s revenues include charges or services and 
other revenue that is not from the proceeds of taxes, only the amount appropriated from 
the proceeds of taxes is subject to the limit. 

The calculation of the District’s Gann/Proposition 4 appropriations limit for the year 
ended June 30, 2022 and the preceding fiscal year is as follows: 

The limits calculated above exceeded the proceeds of taxes for both fiscal years 
presented. 

Fiscal % of Overall % Appropriation
Year Base Limit % of CPI Population Increase Limit

Water

2020-2021 221,990$      1.0373% 1.0083% 1.0459% 232,179$      
2021-2022 232,179$      1.0573% 1.0038% 1.0613% 246,412$      

Sewer

2020-2021 85,916$        1.0373% 1.0083% 1.0459% 89,859$        
2021-2022 89,859$        1.0573% 1.0038% 1.0613% 95,368$        

Community Facilities District 2011-1

2020-2021 1,174,243$   1.0373% 1.0083% 1.0459% 1,224,618$   
2021-2022 1,224,618$   1.0573% 1.0038% 1.0613% 1,299,687$   
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NOTE 10: DEFERRED COMPENSATION AND SAVINGS PLANS 

The District adopted a “Cafeteria Plan” for their employees, which allows them to use 
pre-tax wages for their share of medical coverage and other benefits. This plan is 
administered by a third party. 

The District offers eligible employees the option of contributing a portion of their salary 
to a deferred compensation plan established in accordance with Section 457 of the 
Internal Revenue Code. Employee contributions made to this plan are generally held until 
the termination, retirement, or death of the employee and are usually not taxable to the 
employee until they are paid or made available to the employee. The plan is administered 
by a third party. 

The District has no liability for any losses sustained by employees through these plans. 

NOTE 11: SUBSEQUENT EVENTS 

The District has evaluated subsequent events through March 30, 2023, the date the 
financial statements were available to be issued. Management has determined that no 
adjustments are necessary to the amounts reported in the accompanying financial 
statements.  
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Schedule of the District’s Proportionate Share of the Net Pension Liability: 

Schedule of Contributions: 

Although GAAP requires a 10-year history of the above information, the data is only available for 
the periods transpired since the implementation of GASB 68. A summary of the principal 
assumptions and methods used to determine the contribution rates presented above for the relevant 
valuation date is below: 

Valuation Date June 30, 2020 
Measurement Date June 30, 2021 
Actuarial Cost Method Entry age normal cost method 
Actuarial Assumptions: 

Discount Rate 7.15%* 
Investment Rate of Return 7.15% (includes inflation)** projected Salary 
Increases Varies by Entry Age and Service 
Inflation 2.75% 

 Mortality Rate Table Based on CalPERS membership data for all funds 
Payroll Growth 3.00% 
Post Retirement Benefit Increases Cost of Living Adjustments up to 2.75% 

Year Ended 
June 30,

Proportion of 
net pension 

liability

Proportionate 
share of net 

pension liability
Covered 
payroll

Proportionate share of the 
net pension liability as a % 

of covered employee 
payroll

Plan fiduciary net 
position as a % of 
the total pension 

liability

2014 0.01113% 692,801$         372,321$    186.08% 80.14%
2015 0.02170% 595,385           444,747      133.87% 79.89%
2016 0.02313% 803,377           451,828      177.81% 75.87%
2017 0.02353% 927,731           465,211      199.42% 75.39%
2018 0.02345% 883,863           467,365      189.12% 75.39%
2019 0.02379% 952,597           450,733      211.34% 78.82%
2020 0.02497% 1,053,398        491,630      214.27% 77.36%
2021 0.02405% 554,217$         528,190$    104.93% 74.74%

Year Ended 
June 30,

Contractually required 
contribution (actuarially 

determined)

Contributions in relation 
to the actuarially-

determined contributions

Contribution 
deficiency 
(excess)

Covered 
payroll

Contributions as 
a % of covered 

payroll
Valuation 

Date

2014 58,142$  (58,142)$  -$            372,321$  15.62% 6/30/2013
2015 63,772 (63,772) - 444,747 14.34% 6/30/2014
2016 77,672 (77,672) - 451,828 17.19% 6/30/2015
2017 95,060 (95,060) - 465,211 20.43% 6/30/2016
2018 76,525 (76,525) - 467,365 16.37% 6/30/2017
2019 80,000 (80,000) - 450,733 17.75% 6/30/2018
2020 109,727 (109,727) - 491,630 22.32% 6/30/2019
2021 135,994$  (135,994)$  -$            528,190$  25.75% 6/30/2020
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Schedule of Contributions 

Historical information is required only for measurement periods for which GASB 75 is applicable. 
The District implemented GASB 75 for the measurement period ending June 30, 2018. Future 
presentations will display up to 10 years of historical data. 

Methods and assumptions used to determine contributions: 

Discount Rate 5.50% 
Long-term Rate of Return on Plan Investments 5.50 % 
Municipal Bond 20-year High Grade Rate 3.62% 
Ultimate Trend Rate  5% 
Healthcare Trend Rates 2022-2034 5.20% 
Later years 5% 
Dental, Vision, and Other Trend Rate 4% 
Age-adjustment factor 4% 
Cap inflator (full inflation) 0% 
Salary Increase 3% 
Pre-Retirement Mortality Rate RP-2014 Employee Mortality Table 

based on experience data from 2004-
2008 

Post-Retirement Mortality Rate RP-2014 Healthy Annuitant Mortality 
Table based on experience data from 
2004-2008 

Pre-Retirement Turnover Crocker-Sarason T5 Table Published 
in the Actuary’s Pension Handbook in 
1955 

Fiscal year ended 2018 2019 2020 2021 2022

Valuation date 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021

Actuarially determined contribution (ADC) 93,030$   103,632$ 69,705$   71,796$   83,933$   

Contributions in relation to the ADC (48,266)    (47,614)    (48,631)    (48,471)    (49,718)    

Contribution deficiency (excess) 44,764$   56,018$   21,074$   23,325$   34,215$   

Covered-employee payroll 434,931$ 461,984$ 510,349$ 514,030$ 575,837$ 

Contributions as a % of covered payroll 11.10% 10.31% 9.53% 9.43% 8.63%
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Schedule of Changes in the Net OPEB Liability and Related Ratios

For the measurement period ending 2018 2019 2020 2021 2022
Valuation date 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021

Total OPEB Liability
Service cost 46,486$      46,486$      30,467$      31,381$      44,835$      
Interest on the total OPEB liability 56,478        60,587        54,778        58,017        59,016        
Benefit payments (26,986)       (27,209)       (27,351)       (27,191)       (28,438)       
Experience differences -              -              (152,587)     - (150,089) 
Assumption changes -              -              (311,082)     - 93,216 
Other -              -              45,693        - -

Net change in total OPEB liability 75,978        75,978        (360,082)     62,207        18,540        

Beginning total OPEB liability 1,241,125   1,317,103   1,396,967   1,036,885   1,099,092   

Ending total OPEB liability (a) 1,317,103$ 1,396,967$ 1,036,885$ 1,099,092$ 1,117,632$ 

Plan Fiduciary Net Position
Contributions - employer 48,266$      48,489$      48,489$      48,470$      49,718$      
Net investment income 8,925          13,896        13,896        48,844        (41,596)       
Benefit payments (26,986)       (27,209)       (27,209)       (27,191)       (28,438)       
Administrative expense (272) (91) (91) (234) (269)            

Net change in plan fiduciary net position 29,933        35,085        35,085        69,889        (20,585)       

Beginning plan fiduciary net position 143,189      173,122      208,207      240,529      310,418      

Ending plan fiduciary net position (b) 173,122$    208,207$    240,529$    310,418$    289,833$    

Net OPEB Liability (a) - (b) 1,143,981$ 1,188,760$ 796,356$    788,674$    827,799$    

Plan fiduciary net position as a % of the 
total OPEB liability 13.14% 14.90% 23.20% 28.24% 25.93%

Covered-employee payroll 465,211$    465,211$    510,349$    514,030$    575,837$    

Net OPEB liability as a % of 
covered-employee payroll 245.91% 255.53% 156.04% 153.43% 143.76%

Historical information is required only for measurement periods for which GASB 75 is applicable. The District implemented 
GASB 75 for the measurement period ending June 30, 2018. Future presentation will display up to 10 years of historical data.
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Water Sewer
Community 

Facilities  Total 
Assets

Current Assets:
Cash and cash equivalents 1,338,528$   -$             -$ 1,338,528$   
Service fees receivable, net of ($2,431) allowances 100,202        91,604         - 191,806 
Interest receivable 3,372            783              2,393            6,548            
Prepaid expenses 2,322            -               - 2,322            
Inventory 17,672          3,120           - 20,792 

Total current assets 1,462,096     95,507         2,393            1,559,996     
Non-current Assets:

Investments designated for acquisitions and OPEB 674,085        306,509       - 980,594 
Restricted cash  59,239          207,686       1,475,268     1,742,193 
Tax assessments receivable 6,075            2,893           78,978          87,946          
Delinquent accounts receivable 63,139          44,359         - 107,498 
Advance to other activity 970,599        -               - 970,599 
Capital assets, net 2,664,597     1,047,938    6,167,520     9,880,055     

Total non-current assets 4,437,734     1,609,385    7,721,766     13,768,885   
Total Assets 5,899,830     1,704,892    7,724,159     15,328,881   

Deferred Outflows of Resources
Deferred outflows related to OPEB 73,975          72,203         - 146,178 
Deferred outflows related to pensions 131,005        127,398       - 258,403 

Liabilities
Current Liabilities:

Accounts payable and other accrued liabilities 8,555            -               - 8,555            
Accrued interest payable 117               51 66,519          66,687          
Long-term debt, due within one year 76,131          18,992         140,683        235,806        

Total current liabilities 84,803          19,043         207,202        311,048        
Long-Term Liabilities:

Advance from other activity - 959,546 11,053          970,599        
Long-term liabilities due beyond one year 2,231,887     1,106,303 5,258,998     8,597,188     

Total long-term liabilities 2,231,887     2,065,849    5,270,051     9,567,787     
Total Liabilities 2,316,690     2,084,892    5,477,253     9,878,835     

Deferred Inflows of Resources
Deferred inflows related to pension 256,939        277,311       - 534,250 
Deferred inflows related to OPEB 229,196        223,740       - 452,936 

Net Position
Net investment in capital assets, net of related debt 1,597,297     587,415       767,839        2,952,551     
Restricted 59,239          207,686       1,479,067     1,745,992     
Unrestricted 1,645,449     (1,476,551)   - 168,898 

Total Net Position 3,301,985$   (681,450)$    2,246,906$   4,867,441$   

RIO ALTO WATER DISTRICT
SUPPLEMENTARY STATEMENT OF NET POSITION BY ACTIVITY

JUNE 30, 2022
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Water Sewer
Community 

Facilities  Total 
Operating Revenues

Utility services (net of $3,613 of bad debt) 603,242$       551,252$       -$           1,154,494$        
Hydrant charges 31,529           - - 31,529               
Other charges 14,602           9,739             - 24,341 

Total operating revenues 649,373 560,991 - 1,210,364 

Operating Expenses
Payroll 278,087         290,635         11,053         579,775             
Payroll benefits 118,685         123,513         - 242,198 
Utilities 15,952           16,990           - 32,942 
Tools and supplies 35,369           48,623           - 83,992 
Contracted services 4,114             10,836           - 14,950 
Maintenance 31,801           40,729           - 72,530 
Insurance 24,579           16,386           - 40,965 
Directors' fees 4,032             2,688             - 6,720 
Office expenses 11,288           8,038             - 19,326 
Legal and audit 9,958             6,233             560              16,751               
Regulatory fees 15,273           37,865           - 53,138 
Wastewater permit testing - 12,564 - 12,564 
Other expenses 20,024           15,797 - 35,821 
Depreciation 165,853         90,759 152,731       409,343 

Total operating expenses 735,015         721,656         164,344       1,621,015         

Operating loss (85,642)         (160,665)        (164,344) (410,651)          

Non-Operating Revenues (Expenses)
Special Community Facilities District Tax - - 341,280       341,280             
Property taxes 155,035         77,300           - 232,335 
Connection and capacity expansion fees 110,613         62,560           - 173,173 
Penalties from Tehama County 1,444             963 - 2,407 
Lease and other income 10,366           10,060           1 20,427               
Interest income 17,126           7,613             34,211         58,950               
Interest expense (10,860)         (4,773)            (141,269) (156,902) 
Consultants for non-operating activities - - (4,913) (4,913) 

Total non-operating revenues (expenses) 283,724         153,723         229,310       666,757            

Increase in Net Position 198,082         (6,942)            64,966         256,106            

Net position - beginning of the year 3,103,903      (674,508)        2,181,940    4,611,335         

Net position - end of the year 3,301,985$    (681,450)$      2,246,906$  4,867,441$       

RIO ALTO WATER DISTRICT
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Water Sewer
Community 

Facilities Total
Cash flows from operating activities:

Cash received from customers and users 596,090$    621,781$  -$            1,217,871$ 
Cash received from others 14,602        9,739        - 24,341 
Cash paid to suppliers (163,023) (216,740)   (560) (380,323) 
Cash paid to employees and related benefits (458,126) (471,079)   (11,053)       (940,258) 

Net cash provided (used) by operating activities (10,457) (56,299)     (11,613)       (78,369) 

Cash flows from capital financing activities:
Cash received from connection charges 110,613      62,560      - 173,173 
Cash paid for suppliers for non-operating activities - -            (4,913)         (4,913)
Purchases of capital assets (34,847) (72,445)     - (107,292)
Interest paid on capital debt (28,323) (12,279)     (142,801)     (183,403)
Payments on long-term debt (167,472) (19,227)     (140,683)     (327,382)

Net cash provided (used) by capital financing 
activities (120,029) (41,391)     (288,397)     (449,817) 

Cash flows from non-capital financing activities:
Cash received from ad valorem property taxes 148,960      74,407      21,250         244,617      
Cash received from special taxes for sewer project - -            341,280       341,280      
Cash received from property tax penalties 1,444          963           - 2,407 
Internal advance received (paid) (69,424) 69,042      382              - 

Net cash provided by non-capital financing 
activities 80,980        144,412    362,912       588,304      

Cash flows from investing activities:
Lease payments received for use of property 10,366        10,061      - 20,427 
Interest on investments 15,164        7,125        32,800         55,089 

Net cash provided by investing activities 25,530        17,186      32,800         75,516        

(Decrease) Increase in cash and cash equivalents (23,976) 63,908      95,702         135,634      

Cash and cash equivalents, beginning of the year 2,095,828   450,287    1,379,566    3,925,681   

Cash and cash equivalents, end of the year 2,071,852$ 514,195$  1,475,268$  4,061,315$ 

(Continued)
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(Continued)

Reconciliation of Operating Income to Water Sewer
Community 

Facilities Total
Net Cash Provided by Operating Activities:
Operating loss (85,642)$    (160,665)$ (164,344)$   (410,651)$  
Adjustments to reconcile operating income
to net cash provided by operating activities:

Depreciation and amortization 165,853      90,759      152,731       409,343      

Change in assets and liabilities:
(Increase) decrease in accounts receivable (70,158) 76,239      - 6,081 
Decrease (increase) in delinquent receivables 31,477        (5,710)       - 25,767 
(Increase) decrease in inventory (1,428) 9 - (1,419)
(Increase) in prepaid expenses 4,349          -            -              4,349 
Increase in accounts payable 6,446          -            -              6,446 
(Decrease) in accrued compensated absences (9,095) -            -              (9,095)
(Decrease) in net OPEB (6,671) (6,506)       - (13,177)

 (Decrease) in net pension (45,588) (50,425)     - (96,013)
Net cash provided (used) by operating
activities (10,457)$    (56,299)$   (11,613)$     (78,369)$    

JUNE 30, 2022
FOR THE YEAR ENDED

RIO ALTO WATER DISTRICT
SUPPLEMENTARY STATEMENT OF CASH FLOWS BY ACTIVITY

39
See accompanying Independent Auditor's Report.



40 

RIO ALTO WATER DISTRICT 
Notes to the Other Supplementary Information 

For the Year Ended June 30, 2022 

Advances To/From Other Activity 

The accompanying Supplemental Statement of Net Position by Activity displays an internal 
advance between the water and sewer activities that was determined based on the cumulative 
total amount by which the reported expenses of the sewer activity exceeded the revenues of 
that activity since its inception. The methodology by which employee benefit and indirect 
costs are allocated between the activities has a material impact in determining the ultimate 
ending balance of this internal asset/liability. Prior to the 2015-2016 fiscal year, employee 
benefit expenses and other indirect costs had been allocated between the water and sewer 
activities based on a fixed allocation formula of 60% to Water and 40% to Sewer which was 
not adjusted for changes in the employee or administrative effort devoted to the activities. In 
addition, office personnel cost had been allocated in a higher percentage to sewer than an 
analysis of their job duties might suggest, given that water billing is more time-consuming and 
customer service intensive than sewer billing. 

Based on an analysis of financial data, the District has decided to restate the internal advance 
effective July 1, 2017 between the water and sewer activities to what it would have been if the 
employee benefit costs since July 1, 1998 had been allocated in a manner consistent with the 
related employee salaries and if the office personnel had been allocated between the activities 
in a way that takes into account the demands of the water billing process. This adjustment was 
reflected in the other supplemental statements as a prior period adjustment for the fiscal year 
ended June 30, 2018. The District has maintained this allocation estimate through June 30, 
2022. 

Although the District began accumulating the liability from the sewer to the water activity at 
the inception of sewer service in the 1970s, the District was under an obligation pursuant to the 
terms of a legal settlement to provide sewer services even though it was not feasible for the 
sewer to be self-sustaining at that point with the very small number of sewer customers then 
connected to the system. In addition, the Proposition 218 requirements for rates that do not 
exceed the reasonable cost of providing services did not go into effect until 1998. The above 
adjustment does not include an adjustment for any amounts that accumulated prior to 
July 1, 1998. These amounts have been segregated into a separate general ledger account in the 
District’s books, and the District plans to address this pre-1998 portion of the balance once the 
more recent balance has been retired. The total amount of the liability from the sewer activity 
to the water activity that had accumulated prior to July 1, 1998 was $283,863. 

The District has also reallocated pension and other post-employment benefit liabilities arising 
prior to July 1, 2017 equally to water and sewer based on the long-term historical breakdown 
of salary costs between the two entities. 
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