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INDEPENDENT AUDITOR'S REPORT

Scptemmber 29, 2014

Board of Directors
Malapa County Water District
Fresno, California

Report on the Financial Statements

We have audited the accompanying financial statements of the busincss-type activitics of Malaga County
Water District, Statc of California, as of and for the yuar ended June 30, 2014 and the refated noies o the
iinancial staioments, which collectively comprisc the Districl’s basic financial statemonts as listed in the
tablc of contenis.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of (hese finzncial statermncnts in
sccordance with accounting principles gencrally accepted in the United States of America; this inchsdes the
desipn, implementation and maintenance o [ internal control relevant to the preparation and faiv presentation
of financial stalements that arc free {rom matcrial misstatemncnt, whether doe to frand or error.

Augitor’s Responsibility

Oor responsibilify is 1o express opinions on these (inancial staternents based on our audil. We conducted our
audit in accordance with auditing standards genurally accepied in the United States of America and the
standards apphicable in financial audits contained in Government Auditing Standards, issued by the
Comptroller Gencral of the Urited States. Those standards requirc that we plan and perform the audit to
obtain reasonable assurance aboul whether the financial statements are free from material misstatement.

An sudit involves performing procedures o obtain audit cvidence about the amounts and disclosures i the
financial statemcnts. The procedures selecled depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or crror, In making
those risk assessments, the auditor considers internal conlrol relevant 1o the entity’s preparation and fair
presentation of the fnancial statements in order to design audit procedurcs that are appropriste in the
circumsiances, but not for the purposc of expressing an opinion on the effectivencss ol the District’s inlernal
control. Accordingly, we express no sueh opinion. An 2udit also includes evalualing the appropriateness of
accounting policics used and the reasonableness of significant accounting estimates made by management, as
well as evalnating the overall presentation of the financial stalements.

Woe belicve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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Opinions

In our upinion, the financial stalements referred to above present [airly, in all material respects, the respective
{inancial position of the busincss-type activities of Malaga Counly Water District, State of Califorma, as of
June 33, 2034 and the respective changes in financial position and cash flows thereof for the yoar then ended
‘5 accordance with aceounting principles generally accepted 1n the United Stales of America.

Other Matters
Required Supplemeniary Information

Accounting principles generally accepted in the United Siates of Amcrica reguite that mapagemont’s
discussion and analysis on pages three through six be prescnted to supplement the basic financial statemenls.
Such infirmation, although not a part of the basic financial statements, 1s reguired by the Governmental
Accounting Standards Board who considers it to he an essential part of finuncial reporling for placing the
hasic fnancial stafements in an appropriate operational, economic or historical context. W have applied
certain limited procedures to the requited supplementary information in accordance with auditing standards
generally accepled in the United States of America, which consisted of inquires of management aboul the
methods of preparing (he information and comparing the information for consistency with management’s
responses (0 owr inquiries, the basic financial statements and other knowledge we obizined during owr audit
of the basic financial statements, We do nol cxpress an opinion or provide any assurance on the information
because the limited procedurcs do nol provide us with sufficicnt evidence to express an opinion or provide
ANy asSHrance.

Other Reporting Required by Gavernment Aunditing Standards

In accordance with Government Auditing Standards, we have also issued ouwr report dated Seplember 29,
7014 on our consideration of Malaga Counly Water District’s internal control over financial reporling and on
our tesls of its compliance with certain provisions ot laws, regulations, contracts and granl apreements and
other matters. The purpose ol that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that lesting und not lo provide an opiion on interval
control over financial reporling or on compliance, That report is an integral part of an audit petformed in
accordance with Goversnent Auditing Standards in considering the Tistrict’s internal control over fnancial
reporting and compliance.

CERTIFIED PUBLIC ACCOUNTANTS

SEARBORN & SANBORN ACUGUNTANCY CORPORATION — Cortlfied Fablic Accountands



MALAGA COUNTY WATER DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR TIE YEAR ENDED JINE 30, 2014

As management of Malaga County Water District, we offer readers of the District’s finaneial statements
this narrative overvicw and analysis of the financial aetivities of the District for the fiscal year cnded June
30, 20i4. We cncourage veaders to copsidor the informution presentcd here in conjunclion with
information that is included within the [inancial statements.

Financial Highlights

e  Assets of the District cxceeded ils Habilitics as of June 30, 2014 by $6,528,872. Of thix amount,
unresiricted nel position of $1,152,865 may be used to mect the District’s ongoing obligations o
customoers and creditors. As of Jupe 30, 2013, asscis excocded linbilities by 50,476,107 with
unresiricled et position oqualing $929,531.

s ‘lotal net position increased by $52,765 for the year ended June 30, 2014, Fur the year cnded June
30, 2013, total net position increased by $264,561.

« TDuring the current year, the District’s fixed asscts devrcased by a net of $232,418. This decrcase
was moslly athibutable lo improvements o the wastcwater ireatmeni plant less deprecialion.
Depreciation expensg, the ratable amortization of the cost of fixed assets, amounted o $411,243 lor
the current year. Prior year dupreciation was $370,106.

s Total debt decreased by a net of $160,790 during the curvent year. The decrcase was mostly
atiributablc to the repayment of long-lorm debl. Durmg the pnor year, tolal debt increased by a net
of $981,963. This was mostly due (o the acquisition of a loan with which to muakc wastewaler
sysicm bnprovemenis.

Orverview of the Financial Stafements

This discussion and malysis is intended to serve as an introduction lo Malaga County Water District’s
basic fimancial statements. The District’s basic financial statements are comptrised of ihree components:
1} govervment-wide financial statements, 2) fund tinancial statements and 3) notes to the financiat
statuments. This report also contains other supplementary information in addition to (he basic financial
staterncnts.

Government-wide financial stafements. The government-wide financial stalements arc designed 1o
provide readers with a broad overview of the District’s finunces, ip a manner similar to a private-seclor
husiness.

The statcment of net position prosents information on alt of the District’s asscts and Habilities, wiih the
two reported as net position. Ovor time, increases of decruases in not posiion may serve as a useful
‘ndicator of whether the financial position of the District is improving ot deterioraling.

‘The statement of aclivities preseats information showing how the District's net position changed during
the most recent fiscal year. AR changes in net posilion are reported as soon as the nnderdying event giving
risc to the change ocewrs, repardiess of the timing ol related cash flows. 'Fhus, revenue and cxpense arc
reported in this stalcment for some iloms that will only result in cash flow in future {iscal periods.
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Both of the govemment-wide {inancial statements distinpuish functions of the District thal are principatly
proprietary in nature (business-type aciivifies) which arc functions thal are intended fo Tecover afl or a
significant porlion of their costs through user fees and charges. The District has no governmenlal
aclivities.

The govenment-wide financial stalcments inchude only the District Hself. The District has po compopenl
unts.

Fund fnancial stafements. A fund is a grouping of retated accounts that is used lo maintain control over
resources that have boen segrcpated for specific activitics or ohjectives. The District, like olher state and
local govermmnents, uses fund accounting fo ensure and demonstraic compliance with finance-rclated logal
requirements. All of the funds of the Disirict can be divided into two categorics: governmental funds and
proprietary funds. The District has no governmental funds and three propriclary funds, the Walcr Yand,
the Waste Disposal Fund snd the Recreation Fund,

Proprietary Tunds. Proprictary funds are used to account for cssentially the same functions reporled as
business-type activilics in the povernment-wide financial statements. However, anlike the povernmoent-
wide fnancial statemcnts, governmenial fund financial statemcnts focus on near tenn inflows and
outflows of spendable vesources, as well as on balances ol spenduble resources available at the end of the
fiscal year. Such information may be useful in evaslusting a povernmoent's near tenm financing
reguircments.

Notes to the finuncial statements. The noles provide additional information that is esscatial to a full
understanding of the dala provided in the government-wide and fund financial statements.

Other jnformation. Th addition {o the basic financial statoments and accompanying notes, this report also
prescnts certain other supplomentary information.

Government-wide Financial Analysis

As nofed earlicr, net position may xerve over time us a uselul indicator of a povernment’s finuncial
position, As of June 30, 2014, the Thistrict’s asscts excoeded labilities by $6,528,872. A significanl
portion of the District’s net position (76 parcent) reftects its investment in capital asscis, fess any rclated
debt used to acquire those assets thad s still outstanding. Capital asscis are used to provide services to
castomers and they are not avaitable for fature spending,

In addition, the District has $407,669 in net position (six percent) that is restricied to make improvements
to the waslowater treatmend facilitics.

The following reproscnt summaries of the District’s net position and changes in net position fur the
current and prior years:



Malags Couniy Water District’s Net Position

Cutrent asscts
Othor sssels

Tolal asscls

Currenl liabililics
Ticferred Habililies

Total Habilities

MNet position:

Invested in capital assets, not of related debt
Reslricted for capilal assel acquisition

Unrestricted

‘T'otal not position

Malags County Water District’s Clianges in Net Position

H
Program revciue
Charpes for services
Other

Total revenuc
Cxpensc
Waslc disposal utility activities
Water utility activitics
Commuity recreation activilics

Total cxpense

Net operating income/(1oss)

Net nopoperating revenue/{Txpensc)

Increasc/{decrcase)} in net position

Net position, beginning of year

Net position, eind of year

Business-Type Current Yoae Prior Ycar
__Aclivities Totul _ dotal
g 1,359,373 0§ 1,359,373 5 L142,649
_ 1589455 7.989.455 £.314.204
9,348,828 9348838 | 9,456,853
280,370 280,370 213,118
2539586 2,539,586 2,767,628
2819950 2,819,956 2,980,746
4,568,338 4,968,338 5,046,576
407,669 407,669 560,000
1,152.865 1,152,863 §29.531
§ 6528872 % 6528872 § 6,476,107
Business-Type  Current Year Prior Yeur
_ Activitics _ Tolal Total
$ 2366675 § 2366675 2,649,816
81131 81.131 76,411
2447806 2,447 806 2,726,227
1,251,634 1,251,634 1,227,898
912,003 912,093 888,754
402 842 402,842 504,975
2.566.569 2,566,569 __ 2.621,627
{118,763} {118,763} 134,600
171,528 £71.528 159.961
52,765 52,765 264,561
5476107 6,476,107 6,211,546
§ 63528872 § _GS08872 8 _6476,107
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Business-iype activitics. Busincss-type activilics increased the District’s net position hy 352,765,
accounting for 100 pereent of the tolal increase in net position.

Financial Analysis of the District’s Funds

As noted carlicr, the District uses fund accounting to cnsure and demonstrate compliance with finance
related legal requirements.

Proprietary Funds. The purpusc of fhe Distiict’s proprictary fund financial statements is to provide
ipformation on near-term inflows, outflows and balances of spendable resources. Such information is
useful in asscssing the District’s (inancing requirements. Tn particular, uprescrved fund balance may serve
ag 1 usefal measure of a government’s net resources available for spending st the cnd of the fiscat year.

As of June 30, 2014, the District’s propriefary funds reported a combined ending fund balance of
S6,528,872, an increase of 52,765, in companson to the prior ycar. Of the entive cnding [and balaee,
$1,£52,865 is unvestricted and is available for spending at the Distriet’s discretion,

Capital Assct and Debt Administration

Capita] asscits. The District’s invesiment in capital asscts for ils busincss-typc activities as of Junc 34,
2014 amounted to $7,581,786 (net of allowance for depreciation), This investment in capital asscis
includes Tand, huilding, improvements, construclion in progress and equipment.

Addilional information on (he District’s capital assels can be found in note throe.

Debt administration. The District’s long-term debt otaled $2,539,586 as of June 30, 2014, OF 1his total
amount, $100,016 is duc and payable during the vear ending Func 30, 2014, The remainder, referred o as
deforred Habilitics, is duc and payable over the next 20 years.

Additional information on {he Distriet’s long-term debi can be found in notes four, five, six and scven.
Fconomie Eaciors and Next Year's Budgets and Rates

The budget for the year ending hunc 30, 2015 projects a surplus of $343,705. Tevenue is anlicipated lo
increase by $403,125 compared to 2013/2014, while expenses are expected fo increase by $115,185.
Charges for scrvices are anticipated (o increase by $285,894, while non-operating revenue is expected to
increasc by $117,231. Salarics, wages and employee bonefils are expocted to increase by $199.747 and
services and supplies arvc anticipated to docreasc by $84,562 compared fo 2013/2014.

FIser rates are not cxpected Lo increase during, the year ending June 3¢, 2014,

Requests for Information

This finameial report is designed to provide a gcneral overvicw of Malaga County Walcr District’s
finances for all lhose with an intcrest in the District’s finances. Questions concerning any of the

information provided in this report or requost for additional financial information should be addressed 1o
the Secretary, Malaga County Water District, 3580 South Frimk Street, Fresno, California 93725,



MALAGA COUNTY WATER INSTRICT

STATEMENT OF NET POSITTON
JUNE 30,2014

Assels
Current asscis
Cash and cash egnivalents
Accounts reeeivable
Prepaid exponse
Tolal current asscls
(Other assels
Restricted assels - cash
(Capitaf assets {net of aflowance for dupreciation)
Tatal other assels
Taotal asscts
Liabilities
Curreni liabililics
Accounts payable and accrued expense
Compensated absences payable
Customer deposits
Total current habilities
Noncurrent Habilities
Payable within one ycar
Payable after one year
Total noncarrent liabilities
Total liabilities
Net Posifion
Tnvested in capital asscis, net of related dobt
Restricted

Unrestricted

Total ned position

Sec accompanying notes to financial statements.
_7-

$ 1,004,459
200,905
55,009

1,359.373

220506
41,359
) 9,505

it
=t
L‘-‘l
Ted
=

4,968,338
447,664
_ 1,152,865

$ 0,528.872



MALAGA COUNTY WATER DISTRICT

STATEMENT OF ACTIVITIES

VOR THE YEAR ENDED JUNE 30, 2014

Busincss-type activitics
Operaling revonue
Charpes Tur services
{Mher
Tidal operaling revenue
Qperating cxpense
Waste disposal ulility aclivities
Waler utilily activitics
Comnunity recreation activities
Total operaling exponse
Nol operating income/{loss}
Net nonoperating revenue/{expense)
Change in nel position

Net position, beginning of year

Ned position, end of year

Sce accompanying notes fo financial slatements.

8-

$ 2,366,675
L BLIM

2,447 806
$ 1,251,634
912,093
402,842

2.566,56

{118,763




MALAGA COUNTY WATER DISTRICT
PROPRIETARY FUNDS
COMPARATIVE STATEMENT OF NET POSITTON
JUNE 30, 2014 AND 2013

Business-Type Activitics — Enterprisc Lunds

) 20H4 2013
Water  Waste Disposal _Recrcation Total Total
Agseis
Currer. asscls
Cash and cash equivalenls ] 452 507 % 492 507 % 109445 & [,094459 % H7Y,503
Acvounts receivable 100,541 0,493 &7 209,903 212 404
Prepaid expotise _ 24,754 24,754 501 55000 _ 50442
Total current assets ___H26,802 10,754 115817 1359373 _ 1342049
Other asscls
Resivicted cash 407 669 46¥7.66% SOG,000
Advances to olher aciivitics 2,295,513 2,295,313 2,200,940
Capital sssuls (net of
sHowanee for deprociation) I W 4% X 51 S 4,383 520 434,277 7581780 7514 204
‘I'otal other assels 5089093 4701 498 434,277 10,284,968 16,515,144
Total assets . 5085995 5408252 _ 550,004 11 644,341 11,657,791
Linhilitios
Current lisbilifes
Accounts payable and
gociued CAPERse 52,223 161,298 15,085 230,506 151,811
Compensated absences payable 13,023 16,975 i1,361 41,359 52,094
Customer deposits 4476 44760 553 g 505 9300
Current portion of notes payable 38,4389 6l 527 _ . . 100,816 147,290
Total cirrent lahiliies FO,21E 244,270 27,890 AR0,386 360,408
¢hor Habilities
Advances from other ackivities 1,030 B84 1,255,629 2295513 2,200,940
Nopeurment liahitifics
MNukes puyable 2078 1 210,492 243957 2020338
‘voral liabilities _ 1,337,289 2,404 652 _ 1,283,528 5015460 5. IHLOEG
Met Position
nvested in capital assets,
net of related debl b, 496,113 3,037,048 434377 4 568,338 5 046,570
Resiricted agsets 4047 669 407 668 SO0, Q00
Unrestrictedi{deficit) __2.852,5941 (532017 _ (L167,711y  _ LISZR6S _ . 929,531
$ 6476107

Total net position § 4348706 § 2913600 § {733434) § _ 6528872

See accompanying notes lo financial statements.
9.



MALAGA COUNTY WATER DISTRICT
PROPRIETARY FUNDS
COMPARATIVE STATEMENT OF REVENUL,
EXPLNSE AND CIHANGES IN FUND NET ASSLIFS
FOR THE YLEARS ENDED JUNE 30, 2014 AND 2113

Tusicss- Fype Activities - Lnterprse Funds

_ 2014 2013
Water Wasle Disposa! Recreation  __ Tofal __Tutal
Ciperafing ICVeme
{harpes for services $ 1,104,584 § 1,224,094 § 37097 § 2,366,075 §  2,649.816
(Mher 27234 _ S3HOT _ _ #1,131 T6.4E
Total operating revenee (131,818 _ §277991 37,997 2. 447 806 2726227
Operating expense
Depreciation £52.000 212427 45,816 411,243 370,106
Litikities 196,432 147,139 39,357 182,828 I2H,776
Sularics and wages 131,685 164,153 0,094 380,934 375,802
Fmployee benefits 136,914 134,995 79,235 321,144 284,573
Professional survices 100,971 85,513 668 187,152 200,408
Board of direelors 102,068 67,253 g, 102 177.423 175,086
Coniract servicos 18,382 30,351 93,7123 F42,376 232872
Repairs and mainicnance 22,740 67,534 16,618 106,492 116,672
Tesling 3,833 73,924 17,157 71,356
Materials 58,338 18,981 77,319 137,098
Refuse colleetion and disposal 77,055 F7,155 68,663
Ingurance 24,119 22917 5,813 52,844 41,160
Bents and luases 5,588 42,259 3000 51,256 26,867
Ducs sud memberships 16,647 20,033 254 36,934 39,807
Tuel and oil 16,301 12,397 2,169 24 867 26,331
Orther 2478 15,264 2,754 28501 64,337
Telephone 4,793 £,400 1,696 16,889 17,515
{¥fice supplies and postage 6,020 6017 1,528 13,566 {7,485
Travel and moclings &R0 G658 24 T 484 17,649
‘Total operating expense 912,093 V51634 402842 2,566,568 _ Z.671 627
Net operating income ) 219725 26357 {364,845y _{I118763) _ 164,608
Nonoperating revenuc/{expense)
Pruperty taxes 285,739 285,739 269,721
Inieresi and use of property 35 7,380 AU B410 5,357
Irtercst expense _ f62.,646) {39975y o gzaely o _(H15107)
Ned noneperating
reventef{espense} {62611y __ {52.595) _ 286,734 171528 i 549,961
Change in net pusition 157,114 {26,238) {78,111} 52,765 264,561
Net position, beginning of yuar 4,191,592 TYI9RIB (655323}  _6476,107 _ 6,211,546
Net position, end of year § 4348706 $ 2913600 & (733434 $§ 6528872 § 0476107

Sce accompanying notes fo financial stalcments.
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MALAGA COUNTY WATER DESTRICT

COMPARATIVE STATEMENT OF CASH FLOW
FOR THE YEARS ENDED JUNL 30, 2014 AND 2013

PROPRIETARY FUNDS

Clash flow fom operating activilics
Reccipls from customers and users §
Payments (o supplicrs
Paymenls to employees

MNet cash provided byf{uscd
for} oporating aclivities

Cash How from noncapital
financing activitivs
Loans (to)/Irom other [unds
Properiy faxes and other
nonoperaling revenus

Net cash provided by/
{used for) noncapital
financing activilics

Cash flow rom eapital and
related financing activitics
Loan proceeds
Principal paid on debt
Tnterest paid on financing
Purchase of capilal assets

Mot cash provided byf{uscd
for) capital and reluied

financing activities

Cash How from investing aciivities
Tnterest and use of property

Met increased{decrcase) incash

Cash, bepinning of year

Pape | of'2
Business-Type Activitivs — Enterprise Tnnds o

. 2014 . 2013

_ Water  Waste Disposal Recreation Total Totul
LELLTA8 § 1301966 § 36,897 § 2450601 % 2,716,665
(523.943) (716,163) (213,876) (1,453,982}  {1,584,174)
(2441767 (308.801) (158,740) {712,817y {670.713)
343,618 275902 {335,719} 283,802 461,774

{94,573} 24,124 70,445

L 285,730 ZE5.739 260308
_ {94.57%) 24,024 156,184 285,739 269,329
504,000
(X9,83%) {138,201) {228,042) {48,417
(62,646} {59,975} (122,621) (97,595}
{104,963} _ (04,9637 _ {1.420,845)
_ [152.485) {303,141} {455,626} (1,116.857)
33 1388 _ 995 8,410 5,738
8,590 4,265 21,464 122325 f3R0011Y
355.91) 895,911 87,981 _ 1,379,803 _ 1759804
492507 §. 900176 S 199445 § 1,502,128 § 0 1370803

Cash, enid of year E_

See accompanying notes to financial statements.
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MALAGA COUNTY WATER DISTRICT
PROPRIETARY FUNDS
COMPARATTVE STATEMENT OF CASH FLOW
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013

Page 2 of 2
_ Business-Lvpe Activities — Taterprise Fumds _
_ 2014 2013
Water _ Waste Disposal _Recreation | Total Total

Reconciliation of operaling income
ta net cash provided by/{used for)
opcrating activilies:
Opcerating income/{loss) $ 214,725 § 26,357 § (3648453 § (108,763} s 104,600
Adjustments Lo reconcile
pperating incomef{loss) to
net cash provided by/{nsod
fur} oporating setivitics

Dropaciation 152,010 212427 46,816 411,243 A70, 104
{Increase}/deerease in
accounts receivablc {20,304} 23,25% 52 2,400 {12,485}
{Increasc)/ decrease in
prepaid expense {2,055} {2,053) {457} {4,567} 3,273
Increasc/{decrease) in
acconnts payable (394} 200, 9% {16,722} 1833 6. 18a
Increasc/{decroase} in
comnpensated absences
payable {5,577} (5,751) 580 {14,739) {12,080}
Tncreasc/{decrease) in
deposits i T24 4 (1,152 296 _ A
Net cash provided
by {used for)
oputating
activities $_ 343819 §  2V5802 § (335719) § _ 2BIBOD § 40,779

Summary of cash balances,

cad of year
{"ush and cash cguivalents b A9 507 & 492 507 & 100,445 % 1,004459 % 749,803
Restricted cash _ o 47669 _ 47 H64 R REN

§ 492507 $ _ 900,176 § _ 109443 § 1502128 1375803

Qe accompanying noles fo financial stalcments.
_i2-
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MALAGA COUNTY WATER DISTRICT
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE TWO YEARS ENDED JUNL 30, 2014 AND 2013

Qummary of Stenificant Accounting Policies

>

|

[

Maluga County Waler Districf is a California special distviet fhat was croated as a result of a Statc of
Califurnia statute. The District was organized fo provide and maintain sewer and water oporations it
(he communily of Malaga, County of lresno, Statc af California. The District is poverncd by a
noard of directors. As the District is a povernmenial unit, it is excmpt from federal and Californta
fuxes on incemde,

The accounting and reporting policies of the Distriet conform to generally accepied accounting
principles applicablc to state and local governmonts. Generally aceepled accounting principles for
logal governments include those principles prescribed by the Governmont Accounting Standards
Board {GASB), the Amenican nstilute of Certificd Public Accountants in the publication entitled
Audits of State and Local Governmental Unils, and by the Financial Accounting Standards Board
{when upplicablc).

Financial Reporiing Fulily

As required by gencraily accepted aceouniing principles, these goneral purpese financial slatemenis
present the District in conformance with GASEB Statcment Neo. 14, “Uhe Financial Reporting Bntily.”
Under Statemcut No. 14, comporent unils are otpanivations that are inciuded in the District’s
reporting entity becausc of the significance of their operational or {inancial relationships with the
Hstrict, The District has no component onits.

. Governnient-Wide and Fund Financial Staicments

The government-wide financial statemcnts, which arc the siatement of pet position and the staicment
ol activities, report information on all of the nonfiduciary activitics of the primary povernment.
Glovernmental acliviies, which normafly are supported by taxcs and intergovernmentat revenuc, are
reported scparately from busincss-type activitics, which rely to a stgnificant cxtent on fees and
charges for sapport. The District has ao govermmental aclivities.

The statement of activilies demonstraics the depree fo which the dircet sxpenses of & given function
or activity are oflset by program revenuc. Direct expenses arc those that are cloarly tdentifiable with
a specific function or activity, FProgram revenue include charges lo custornoes and grants and
contributioms that are restricted Lo meeting, the operational or capital requirements of a particuiar
funclion or activity. Separaic financial stalements are provided lor govemmental [unds, ropristary
funds and fiduciary funds, even though the latter arc excluded from the governmeni-wide linancial
statements. Major individual governmental funds and major individual enterprise funds are reported
in scparate columns in the fund financial slatemettis.

Measurcment Focus, Basis of Accounting and Financial Statement Presendation

The government-wide linancial stafemonts arc reported using the economic resources measuriment
forus and the accrual basis of accounling, as are the proprietary funds (inanciat statemonts.
Revenues src recorded when ewrned and expenses arc recorded when lizhilities are incurred,
repardless of the timing of related cash flow. Proporly taxcs are recognized as revenud in the year in
which they arc levied. Granls and similar ilems are recognized as revenue when all eligibility
reqairements imposed by the provider have been met.

13-



Molg 1:

MALAGA COUNTY WATER DISTRICT
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE WO YEARS ENDED JUNE 30, 2014 ANDD 2013

Summary of Significant Accounting Policies {continued)

=

Measurement Focus, Basis of Accounting and Financial Statement Prescatation {continned}

The fnmcial statements of the District are prepared in accordance with penerstly accepted
accounting principles, The District’s reporling gtity applics alt relevant Governmental Aceounting
Standards Board (GASB) pronouncements and applicable Vinancial Accounting Standards Board
('ASB) pronouncements and Accounting Principles Board (APB} opinions issued on or befure
November 30, 1989, untess they conflct with the {zASB pronouncements. The District’s reporting
enlity does not apply FASE pronouncements of APB opinions issued after November 30, 1089,

Proprietary fund financial stalcments are veported vsing the acerual basts of accounting, Revenues
are recognized when earned and expenses are recorded when liahilities are incurred, rogardless of
the timing of related cash How,

The Districi reporis the following major propriciary funds:

The Scwer, Water and Recreation Funds are the Disitict’s only operating funds, The Recrcation
Fand accouwnts for cominunily recreation activilics and the Scwer and Water lands account for
the sewer and water systems operations in the community of Malaga, County of Fresno, State of
Califoria. The District also provides solid waste dispusal services to residential housing within
the immediate residential ares of the community of Malapa by contracting with a third party
vendor for the provision of that service.

Amounts reporled as programn reveime include charges to customers for goods and services,
operating grants and conlributions and capital grants and contributions.

, Assets, Liabilities and Nel Position or Eguity

1. Cash ang nvestments

Investments are reported al fair value, Cash represents cash on hand, in banks and on deposit in the
treasury of the County of Fresno and the State of Ualifornia Local Agency Tavestment Fund.
Investments made from pooled cash consist primarily of short-term investmenis.

2. Properly, Plant and Equipment

Capital asscls, which include property, plant and egquipment are reported in the applicable
governmental colymns in the sovernment-wide {inancial statoments. Capital assets are defincd by
the District as ussets with an initial individual cost of more than $5,000 and an cstimaled useful life
in excess of threc vears. All malerial fixed assets 21¢ valucd at historical cost. Donated [ixed asscls
are vatued at their cstimaicd fair value on the date donated. When an asset is disposed of, cost and
velated accumulated depreciation is removed and any gain ot loss arising from its disposal is credited
ar charged to operations,

‘The cost of normal mainienance and repairs that do not add to the value of the asset or materially
cxtend assoi lives arc not capitalized.

-14-



MNote It

MALAGA COUNTY WATER DISTRICT
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE TWO YEARS ENDED JUNE 30, 2014 AND 2013

Summary of Significant Accounting Policics (comntinued)

I

|

Asscts, [ishilities and Net Position or Lguily fcontinucd)

Deprociation is recorded by using the straight-line method, The book value of cach assel is reduced
by equal amounts over its estimated usciul fife as follows:

Fstimated Tlsclul
Tifein Yeurs

Buildings and improvements 2 44
Egaipment 1026

3. Nel Posittom

Nt position comprise the various net earnings {rom opurating icome, nonoperating revenuc and
expense and capital contributions, Net position is classified in the following throe compunents:

Invested in capital assets, net of related debt This component of nol position consists of capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, noles or other bortowings that are attributable to the acyuisition, coastuciion or
improvements of {hose asscts. Tf there are sipnificant unspent related debt proceeds at year-end, the
portion of the debt attributable to the unspent proceeds is not included in the calenlation of invesied
in capital asscts, net of reluted debt, Rather, that porlion of the debl is included in the sumc net asset
components as the unspent proceeds.

Restricted — This component of net position consists ol constraints imposed by creditors (such as
fiwough dobt covenants), grantors, confnbutors or taws or regulations of other governments or

constraints tmposed 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 restricled or invested in capital assets, not of relaled debt,

Budpets and Budgclary Accounting

The District cstablished a budget for its povernmental fund for the year cnded Junc 30, 2G14. The
budget is adopted on 2 hasis consistent with gencrally accopted accounting principles {GAAP).

Estimates
The preparation of financial stalements in conformity with gencrally accepted accounting principles

roquires management 1o make cstimates and assumptions that affect the amounts reported in the
financial statements and accompanying noles. Actual resulls may differ from those eslimates.

-15-



MALAGA COUNTY WATTER DISTRICT
NOFES TO GENERAL PURPOSE FINANCIAT STATEMENTS
FOR THL FWO YEARS ENDED JUNE 34, 2014 ANLY 2013

Note 2: Cash
The Disirict’s deposits as of June 30, 2014, were entircly covered by federal depository insurance or
otherwise collaterslized. The Government Code of the State of California requires Califommia

finaneial institations o secure District doposits by pledging government soeutities as coflateral.

The following is an analysis of cash as of Jupe 30, 2074

Bank Balance Calcpory® - Carrying

| . 2 3 Amount
Cash on hand $ 44,500 % $ § 44,509
Cash in bank 250,000 553,611 23,611
Fresno Connty Treasury 146,984 146,984
T.ocal Agency Investment Fund 507.024 _ 507.024

§ 294509 $1207619 &  $150210%

# These catepories are as {ollows:

Calcgory 1: Cash on hand or insured by the Foderal Deposit Imsurance Cerporation or
colluteralized with securities held by the District or by Us agends in the Phistrict’s
name.

Category 2;  Collateralized with securities held by the pledging finanefal ipstitution’s ust
department or agent in the Districl’s name.

Category 31 Uncollateralized.

Restricted asscis consists of cash deposits from loan proceeds o be uscd only for capital asset
acquisition.

Note 3: Froperty, Plant and Liguipnent

'Fhe following is an analysis of the District’s capital assots as of June 30, 2014:

Balance Balance
July §, 2003 Additions Deletions Junc 30, 2014

Fand* $ 599613 % $ $ 599,613
Wator sysleim 5,015,246 5,015,246
Sewur system 7,192,318 7,192,310
Buildings 1,133,346 1,133,346
Construclion in progress® 14,958 178,825 P93, 7R3
Park development RG0,799 890,799
Equipment o 40E816 0 . 4910
Tutal 15,245,182 178,825 15,427,007
Altowance {br depreciation {7,433.978) {411,243y _ - (1,845,221}

§ 7,814,204 $(232418) § . § 7580786

* Not carrent being depreciated.
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Note 41

MALAGA COUNTY WATER DISTRICT
NOTES 10 GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE TWO YFARS ENDED HIND 30, 2014 AND 2013

Noncwrent Lishilitics

MNote 5

The {oflowing is a summary of defcered liabitities (long-term debt) for the year ended June 30, 2014

Classification
Beginning Einding Due Within - Duc After
_Balance  Additions Deletions.  Balance_ _One Year _ One Year
Nole payable -
debt refinancing § 909,392 § ¢ 158441 § 750,951 § 55208 § 695,743
Note payable -
sysioms
improvements 1,355,736 52,885 132,851 27408 1,275.443
Mote payable -
wastocwater
ireatmoent plant
improvements _oses00 16,716 485784 17400 468 384
§2767.628 & . $ 228042 $2,530,586 § 100016 2430570

Note Pavabie - Debtl Refinancing

Long-term debt outsianding on June 38, 2010 was refinanced on july 26, 2010, The deht was
originally incurred to make improvements to the water angd sewer systems. The total amount of the
refinpmmeed debt was $1,151,053 and provides for interest al the rate of 4.5 percent por annum. Bomi-
anmual paymonts of principal and intercst began Jamuary 2011, and conlinve until paid.  Full
repayment of the loan is ccheduled 1o occur in July 2020, The Water Fand finances this debt to the
extent of 30 percent of the payments due and the Waste Disposal Fund finances 70 percen of the

nayrnenis.

Future payments of the note arc as iolows:

Due during the year ending Mnteresl  Principal Tolal
Tune 34, 2015 $ 168% § 55208 % 7L 1404
Junc 30, 2016 30,039 14,170 P44 209
June 3¢, 2017 24,843 119,366 144 2089
Jante 30, 2048 10411 124,708 144,200
Tune 34, 2019 13,732 130,477 144 2419
June 30, 2020 7,704 136,414 144,208
Junc 30, 2021 L3586 TOS18 72,104

§ 114301 $ 750951 $_865252

-17-



MALAGA COUNTY WATER DISTRICT
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE TWO YEARS ENDED JUNE 30, 2014 AND 2013

Note 6:_Notg Pavible — Syslcms Improvemonls

This debt was ipeurred t0 finance the construction of water well number cight and inprovements to
the sewcr system, The total amount of the debt was $1,500,000 and provides for intcrest af the rate of
4,45 pereent pet annum,  Semi-annual payments of principal and interesl began Junuary 2011, and
continuc untl paid. Full repaymont of the loan is scheduled to ocenr in July 2030, The Water Fund
fnances this debl to the cxtent of 80 percent of ihe payments duc and the Waste Disposal Fund
finances 20 percenl of the payments.

ligture payments of the bonds arc as follows:

Due dwring the year ending,  Interest Principat _ TFolal
June 30, 2015 $ 31,504 § 27408 0§ 59,002

Junc 30, 2016 1,178 56,824 118,004

June 30, 2017 58,380 50,615 118,004

June 343, 20108 55,402 62,542 118,004

June 30, 2019 52,392 65652 118,004

Five Years Loding June 30, 2024 210,370 379,651 590,021
Five Years Ending June 30, 2029 Y7, 584 482,441 500021
Two Years Ending June 30, 2031 __ B250 68,756 _ 177,006

§ sgs5215  $1,302.851  $1.888,066

Note 7: Note Payable- Wastewater Trealment Plant Improvements

This debt was incurred 1o finance (he construction of waslowater trcatment plant improvements. The
tolal amount of the debt was $302,500 and provides for interest at the rate of 4.03 percenl por anmwin.
Semi-annual payments of principal and intercst began Decenther 2013, and continue unitl paid. Full
repayment of the Joan is scheduled to occur in June 2033. The Waste Disposal Fund finances this debt
io the cxtent of 100 percent of the paymoents.

Future payments of the bonds are as follows:

Due during the vear ending nicrost _Principai Tolal
Junc 30, 2015 $ 19,500 % 17400 % 30,900

Junc 30, 2016 I8, 788 8,112 36,900

June 30, 2017 18,047 18,8533 36,900

June 30, 2018 17,276 19624 36,900

June 30, 2019 16,473 20,427 36,500

Five Years Ending June 30, 2024 69,125 115,374 184 499
Five Years Ending Junc 30, 2029 43514 141,985 184 499
Five Years Ending Junc 30, 2034 12,560 _ 135009 147,599

$ 215313 3 485784 4 701097
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MALAGA COUNTY WATER DISTRICT
NOTHES TO GENIERAL PURPOSE FINANCIAL STATEMENTS
FOR THE TWO YEARS ENDED JUNE 30, 2014 ANI 2013

Mot 8: Restricted Assets - Cash

As of June 30, 2014, $407,669 in cash is restricted for the improvements to the wastewalcer treatment
plant. This amount is not available ler spending for other purpuscs. The improvements to the
wastewater treatment plant should be made during the year ending June 30, 2015.

Mote &: Pension Flan

All full-tims employees are parlicipants in the District’s Money Purchase Retirement Benefit Pan
after twelve conseculive months of cmployment. Total payroll for the year was $375,862 with
covercd pavroll 0F$316,709. 'Fhe cost to the District is 10 percent of the participants” compensation,
Required and paid contributions for the year were §31,671.

Note 10: Board of Dircctors

Members of the Board of Divectors as of June 30, 2014, werc as follows:

Charlcs Garabedian, Jr. President
Salvador Cerrillo Vice President
Irma Castancda Dircctor
Frank Cerrillo, Jr. Dircctor
Carlos Tovar, Jr. Direclor

Tames . Anderson is the General Manaper of the District,
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SANBORN & SANBORN ACCOUNTANCY CORPORATION

CERTIFIED PURIIC ACCOUNTANES
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDTT OF FINANCIAL STATEMENFS
PRERFORMED IN ACCORDANCE WITH GO FERNMENT AUINTING STANDARDS

INDEPENDENT ATIDITORS REPORT

Suptember 20, 2014

Board of Directors
Malaga County Water Districl
Fresno, California

We have audited, in accordunce with the andiling stundards generally accepled in the United States of
America and the standards applicable to {inancisl audits contained in Governmeant Auditing Stundards issued
by the Comptrolicr General of the United States, the financial stalcments of the busincss-type activities of
Malapa County Water District as of and for the year ended Jume 34, 2014 and the related notes to the
finuncial slatements, which colleclively comprise the District’s basic finaneial statements, and have issued
our roport thereon dated September 29, 2014,

Internal Controf Over Financial Reporting

In planning and porforming our audit of the fnencial staicments, we considered Malaga County Wator
District’s internal control over financial reporting (internal control) to determine the audit procedurcs that are
appropriate in the circamstances for the purpose of expressing eur opinions on the financial statements, but
not for the purpose of expressing an opinion on the effeciiveness of the Districl’s internal control.
Accordingly, we do not cxpress an opinion on the cffectiveness of the Thstrict’s inlernal control.

A deficiency in internal controf exists when he design or operation of a control does not allow management
or employees, in the normal conrse of porfonming their assigned functions, to provent or detect and cotrect
misstafcments on a Smcly basis. A material wealness is @ deficiency or combination of deficiencies in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s Anancial
stutcmenls wilt hot he prevented or detected and corrected on a timely basis. A significant deficiency, or a
comhbination of Deficiencics, in infernal control thal is less scvere ihan @ material weakness, yol important
enough to morit attention by those charped with povernance.

Our consideration of internal contrel was for the limited purposc described in the first paragraph of this
seetion and was nol desigmed to identify all deficiencies in internal control that might be material weaknesscs
or significant deficicncies. Given those lipmitations, during our gudit we did not identity any deficicneies in
internal contro! that we consider to ho matertal weakncsses, Howewdt, matertal weaknesscs may cxist that
have not been idontified.



Board ol Direclors

Malaga County Water District
Sueptember 29, 2014

Page Two

Compliance and Other Maiters

As part of obtaining reasonable assurance aboul whether Malaga County Water District’s finuncial
ctatemenis are [iee of material misstatorment, we performed tests of its comphiance with cortain provisions of
taws, regulations, contracts and prant agresmcnts, noncomphiance with which could have a dircct and
mutcrial cffect on the dotermination of financial statement amounts. However, providing an opinion on
compliznce with (hose provisions was nol an objuetive of our andil, and accordingly, we do not express such
an opinion. The resulis of our tests disclosed no instances of nopcompliance or other matters (hal are
required to be reporled under Government Areditimr Stendards.

Parpose of the Report

The purpose of this report is solcly to describe the scope of our testing of intemal confrol and compliznce and
the resulls of that testing and noi to provide an opinion on the elfectivencss of ihe Districl’s imernal controd
or on compliance. This repart is an integral parl of an audit performed in accordance with Governmeit
Auditing Standards in considering the Districl’s internal control and complimee.  Accordingly, this
copvmunication is nod suitable for any olher purpose.

CERTIFIED PUBLIC ACCOUNTANTS

SANBCHRIN & SANBORN ACCOUNTANCY O MPORATHIN — Cerrificd Tubtic Accowitanes






