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LARRY BAIN, CPA 

An Accounting Corporation 

 

2148 Frascati Drive, El Dorado Hills, CA / 916.601-8894 

lpbain@sbcglobal.net 
 

INDEPENDENT AUDITOR’S REPORT 

 

Board of Directors 

Calaveras Public Utility District 

San Andreas, CA  
 

We have audited the accompanying financial statements of the Calaveras Public Utility District as 

of and for the year ended June 30, 2017, which collectively comprise the District’s basic financial 

statements as listed in the table of contents, and the related notes to the financial statements.  

 

Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation and maintenance of internal control relevant to the preparation 

and fair presentation of financial statements that are free from material misstatement, whether due 

to fraud or error. 
 

Auditors’ Responsibility 
 

Our Responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States 

of America. Those standards require that we plan and perform the audit to obtain reasonable 

assurance about whether the financial statements are free of material misstatement.  
 

An audit includes performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud or error. In making those risk assessments, the auditor considers internal control 

relevant to the District’s preparation and fair presentation of the financial statements in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we 

express no such opinion. An audit also includes evaluating the appropriateness of accounting 

policies used and the reasonableness of significant accounting estimates made by management, as 

well as evaluating the overall financial statement presentation.  
 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our audit opinion. 

 

 

 

 

mailto:auditor@marcello-cpa.com


 - 2 -     

 

 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects the 

financial position of the business-type activities of the Calaveras Public Utility District as of June 

30, 2017, and the changes in financial position and the results of its cash flows for the year then 

ended in accordance with accounting principles generally accepted in the United States of America. 

 

Other Matters 

 

Required Supplementary Information 

 
The Calaveras Public Utility District has not presented the Management Discussion and Analysis 

that accounting principles generally accepted in the United States has determined is necessary to 

supplement, although not required to be part of, the basic financial statements. 

 

The required supplementary information other than MD&A, as listed in the table of contents on 

pages 22 and 23, is not a required part of the basic financial statements but is supplementary 

information required by the Governmental Accounting Standards Board. We have applied certain 

limited procedures, which consisted principally of inquiries of management regarding the methods 

of measurement and presentation of the required supplementary information. However, we did not 

audit the information and express no opinion on it. 

 

 

Other Information 

 

We have also issued our report dated October 24, 2017 on our consideration of the District’s 

internal control over financial reporting. That report should be read in conjunction with this report 

in considering our audit. 

 

 

 

Larry Bain, CPA, 

An Accounting Corporation 

October 24, 2017
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Assets and Deferred Outflows of Resources

Current Assets

Cash 229,044$       

Investments 5,776,656      

Accounts receivable 174,137         

Interest receivable 10,305           

Prepaid accounts 49,714           

Deposits-ACWA 8,988            

Total current assets 6,248,844      

Noncurrent Assets

Capital assets

Nondepreciable capital assets

Land 150,436         

Construction in progress 12,807           

Depreciable capital assets

Building and improvements 310,884         

Dam 100,771         

Pumping equipment 1,312,921      

Treatment 3,995,505      

Transmission and distribution 7,262,491      

General 78,199           

Less accumulated depreciation (6,242,380)     

Total depreciable capital assets-net 6,818,391      

Total capital assets (net of accumulated depreciation) 6,981,634      

Total noncurrent assets 6,981,634      

Total assets 13,230,478     

Deferred Outflows of Resources

Deferred pension 346,390         

Total deferred outflows of resources 346,390         

Total assets and deferred outflows of resources 13,576,868$   

Liabilities, Deferred Inflows of Resources and Net Position

Current Liabilities

Accrued expenses 55,671$         

OPEB-retiree health 26,519           

Current portion-long term debt 20,087           

Accrued interest payable 6,056            

Total current liabilities 108,333         

Noncurrent Liabilities

Compensated absences 20,361           

Notes payable 309,000         

Net pension liability 1,011,935      

Total long-term liabilities 1,341,296      

Total liabilities  1,449,629      

Deferred Inflows of Resources

Deferred revenue (unearned) 25,000           

Deferred pension 100,227         

Total deferred inflows of resources 125,227         

Net Position

Net investment in capital assets 6,652,547      

Unrestricted 5,349,465      

Total Net Position 12,002,012$   
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Operating revenue

Water sales  1,523,883$       

Hydro electric charges 88,586             

Hookup fees  6,385              

Total operating revenues 1,618,854        

Operating expenses

Source of supply

Hydro expense 57,681             

Pumping  96,445             

Water treatment 136,919           

Transmission and distribution 573,820           

Administration and general 887,811           

Depreciation 247,441           

Total operating expenses 2,000,117        

Operating income (loss) (381,263)          

Nonoperating revenue (expenses)

Interest income 56,170             

Rents and leases 19,576             

Other 18,602             

County taxes 98,368             

Interest expense (14,378)           

Nonoperating revenues (expenses) 178,338           

Decrease in Net Position (202,925)          

Net Position, July 1 12,204,937       

Net Position, June  30 12,002,012$     
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Cash flows from operating activities:

Cash receipts from customers 1,614,225$  

Cash payments to suppliers for goods and services (1,063,993)  

Cash payments to employees for services and benefits (875,624)     

Net cash used in operating activities (325,392)     

Cash flows from noncapital and related financing activities:

Proceeds from property tax and assessments 98,368        

Proceeds from rents and leases 19,576        

Proceeds from miscellaneous items 18,602        

Net cash provided by noncapital financing activities 136,546      

Cash flows from capital and related financing activities:

Principal payments on long-term debt (7,000)        

Interest paid (14,378)       

Additions to capital assets (390,283)     

Net cash used in capital and related financing activities (411,661)     

Cash flows from investing activities:

Interest received on investments 52,282        

Net increase (decrease) in cash and cash equivalents (548,225)     

Cash and cash equivalents, beginning of year 6,553,925    

Cash and cash equivalents, end of year 6,005,700$  

Reconciliation of cash and cash equivalents to the balance sheet: 

Cash 229,044$    

Investments 5,776,656    

Cash and cash equivalents, June 30 6,005,700$  

Reconciliation of operating income (loss) to 

net cash provided by operating activities

Operating Income (Loss) (381,263)$   

Adjustments to reconcile operating income (loss) to

net cash provided by operating activities:

Depreciation 247,441      

Changes in assets and liabilities:

Accounts receivable (4,629)        

Prepaid expenses (2,362)        

Deposits (5,939)        

Accrued expenses (243,216)     

Deferred revenue -                

OPEB liability 16,148        

GASB 68-pension adjustments 43,086        

Compensated absences 5,342          

Net Cash Used In Operating Activities (325,392)$   
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Note 1: Summary of Significant Accounting Policies 

 

The Calaveras Public Utility District operates under the Public Utility District Act, Division 7, of 

the Public Utilities Code, State of California. The Act permits formation of multipurpose 

government agencies to provide public services on a regional basis. In accordance with the Act, 

voters approved creating the Calaveras Public Utility District to provide domestic water to 

unincorporated communities of San Andreas and Mokelumne Hill. The District’s governing body is 

a Board of Directors comprised of 5 members with 4 year staggered terms. 

 

A.  Reporting Entity 

 

The District has defined its reporting entity in accordance with U.S. generally accepted 

accounting principles, which provides guidance for determining which governmental activities, 

organizations, and functions should be included in the reporting entity. In evaluating how to 

define the District for financial reporting purposes, management has considered all potential 

component units. The primary criterion for including a potential component unit within the 

reporting entity is the governing body’s financial accountability. A primary governmental entity 

is financially accountable if it appoints a voting majority of a component unit’s governing body 

and it is able to impose its will on the component unit, or if there is a potential for the 

component unit to provide specific financial benefits to, or impose specific financial burdens 

on, the primary government. A primary government may also be financially accountable if a 

component unit is fiscally dependent on the primary governmental entity regardless of whether 

the component unit has a separately elected governing board, a governing board appointed by a 

higher level of government, or a jointly appointed board. 

 

No operations of other entities met the aforementioned oversight criteria for inclusion or 

exclusion from the accompanying financial statements in accordance with GASB.   

 

B.  Proprietary Fund Accounting 

 

The accounting records of the District are organized on the generally accepted basis of 

accounting for an enterprise fund. 

 

Enterprise Fund – An Enterprise fund is used to account for the District's Water treatment and 

distribution operations that is financed and operated in a manner similar to a private business 

enterprise, where the intent of the Board of Directors is that the costs (expenses, including 

depreciation) of providing services to the general public on a continuing basis be financed or 

recovered primarily through user charges. 

 

Operating revenues in the proprietary funds are those revenues that are generated from the 

primary operation of the fund. All other revenues are reported as nonoperating revenues. 

Operating expenses are those expenses that are essential to the primary operations of the fund. 

All other expenses are reported as nonoperating expenses 
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Note 1: Summary of Significant Accounting Policies (Continued) 

 

C.  Basis of Accounting 

 

These financial statements are reported using the economic resources measurement focus and 

the accrual basis of accounting. Revenues are recorded when earned or, for property tax 

revenues, in the period for which levied. Expenses are recorded when a liability is incurred, 

regardless of the timing of related cash flows. Revenues from grants, entitlements and 

donations are recognized in the fiscal year in which all eligible requirements have been 

satisfied. This is a basis of accounting that conforms to accounting principles generally 

accepted in the United States of America.   

 

D.  Prepaid Expenses 

 

Accounts for prepaid liability insurance, prepaid healthcare insurance and prepaid department 

of water resources dam fees.  

 

E.  Cash Equivalents 

 

For purpose of the statement of cash flows, the District considers cash and cash equivalents as 

short term, highly liquid investments that are both readily convertible to known amounts of 

cash and so near their maturity that they present insignificant risk of changes in value because 

of changes in interest rates. This includes cash with Calaveras County and deposits with the 

State of California Local Agency Investment Fund (LAIF). 

 

F.  Budgetary Reporting 

 

The District prepares an annual operating and capital budget, which is approved and adopted by 

the Board of Directors. The budget serves as an approved plan to facilitate financial control and 

operational evaluation. California State law does not require formal adoption of appropriated 

budgets for enterprise funds. 

 

G.  Use of Estimates in the Preparation of Financial Statements: 

 

The preparation of financial statements in conformity with U.S. generally accepted 

accounting principles requires management to make estimates and assumptions that affect the 

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at 

the date of the financial statements and the reported amount of revenues and expenses during 

the reporting period. Actual results could differ from those estimates.  

 

H.  Capital Contributions 

 

Transmission and distribution system assets contributed to the District by installers are 

capitalized at the installers estimated cost, which approximates fair value at the time of the 

District’s acquisition, and is recorded as capital contributions when received. 
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Note 1: Summary of Significant Accounting Policies (Continued) 

 

I.  Estimated Insurance Liabilities 
 

The District maintains an insurance policy with Association of California Water Agencies Joint 

Powers Insurance Authority (ACWA/JPIA) that provides limits of liability of for general 

liability, auto and an additional umbrella policy. The District also maintains workers 

compensation insurance through ACWA/JPIA, with a pooled self-insurance. 

 

J.  Net Position 

 

Net position comprises the various net earnings from operating income, non-operating 

revenues and expenses and capital contributions. Net position is classified in the following 

three components: 

 

Net investment in capital assets-This component of net position consists of capital assets, net 

of accumulated depreciation and reduced by the outstanding balances of any bonds, 

mortgages, notes or other borrowings that are attributable to the acquisition, construction or 

improvement of those assets. If there are significant unspent related debt proceeds at year-end, 

the portion of the debt attributable to the unspent proceeds is not included in the calculation of 

invested in capital assets, net of related debt. Rather, that portion of the debt is included in the 

same net position component as the unspent proceeds. 

 

Restricted-This component of net position consists of constraints imposed by creditors (such 

as through debt covenants), grantors, contributors, or laws or regulations of other governments 

or constraints imposed by law through constitutional provisions or enabling legislation. 

 

Unrestricted net position-This component of net position consists of net position that does not 

meet the definition of “restricted” or “investment in capital assets.” 

 

M. 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. 

 

K.  Compensated Absences 

 

 Compensated absences represent the vested portion of accumulated vacation. In accordance 

with GASB 16, the liability for accumulated leave includes all salary - related payments that 

are directly and incrementally connected with leave payments to employees. 

 

L.  Property Taxes 

 

The District receives property taxes from Calaveras County, which has been assigned the 

responsibility for assessment, collections, and apportionment of property taxes for all taxing 

jurisdictions within the County. Secured property taxes are levied on January 1 for the 

following fiscal year and on which date it becomes a lien on real property. Secured property 

taxes are due in two installments on November 1 and February 1 and are delinquent after  
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Note 1: Summary of Significant Accounting Policies (Continued) 
 

L.  Property Taxes (Continued) 
 

December 10 and April 10, respectively, for the secured roll. Based on a policy by the County 

called the Teeter Plan, 100% of the allocated taxes are transmitted by the County to the District, 

eliminating the need for an allowance for uncollectible taxes. The County, in return, receives all 

penalties and interest. Property taxes on the unsecured roll are due on the January 1 lien date 

and become delinquent if unpaid by August 31. Property tax revenues are recognized in the 

fiscal year they are received. 

   

M.  Capital Assets 
 

Capital assets, recorded at historical cost or estimated historical cost if actual historical cost is 

not available. Capital assets include land, buildings, water system, equipment, office furniture 

and vehicles. Capital assets are defined by the District as assets with an initial, individual cost 

of more than $5,000.  
 

The costs of normal maintenance and repairs that do not add to the value of the asset or 

materially extend assets lives are not capitalized. Major outlays for capital assets and 

improvements are capitalized as projects are constructed. Depreciation is recorded on the 

straight-line basis over the useful life of the assets as follows: 
 

Assets Useful Life 

Building and improvements 20-50 years 

Equipment and Infrastructure 5-100 years 

 

N.   Pensions 

 

For purposes of measuring the net pension liability and 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 2:  Cash and Investments 
 

Cash and investments are reported on the balance sheet as follows: 
 

Cash and investments 6,005,700$     

Total cash and investments 6,005,700$     
 

 

Cash and investments at June 30, 2017, consisted of the following: 
 

Checking 228,794$        

Petty cash 250                

Certificates of deposit 1,050,003       

US Treasuries 251,973          

LAIF 4,474,680       

Total cash and investments 6,005,700$     
 

 

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

The table below identifies the investment types that are authorized for the Calaveras Public Utility 

District (District) by the California Government Code (or the District’s investment policy, where 

more restrictive). The table also identifies certain provisions of the California Government Code (or 

the District’s investment policy, where more restrictive) that address interest rate risk, credit risk 

and concentration of credit risk. This table does not address investments of debt proceeds held by 

bond trustees that are governed by the provisions of debt agreements of the District, rather than the 

general provisions of the California Government Code or the District investment policy. 

Maximum Maximum

Authorized Maximum Percentage Investment

Investment Type Maturity of Portfolio in One Issuer

Local agency bonds 5 years None None

U.S. treasury obligations 5 years None None

State of California obligations 5 years None None

U.S. agency securities 5 years None None

Banker's acceptances 180 days 40% 30%

Commercial paper 270 days 40% 10%

Negotiable CDs 5 years 30% None

Repurchase agreements 1 years None None

Reverse repurchase agreements 92 days 20% None

Medium term notes 5 years 30% None

Mutual/money market funds 5 years * 20% 10%

Collateralized bank deposits 5 years None None

Mortgage pass-through securities 5 years 20% 15%

Time deposits 5 Years None None

Local Agency Investment Fund (LAIF) 5 years * None None

*  The five year maximum maturity can be extended by the Board of Directors. Also, the maximum

    maturity can be extended if the funds are reserved for bond, COP or note payments to coincide 

    with the required repayments.
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Note 2:  Cash and Investments (Continued) 
 

B.  Disclosures Relating to Interest Rate Risk 
 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value 

of and investment. Generally, the longer the maturity of an investment the greater the sensitivity of 

its fair value to changes in market interest rates. Information about the sensitivity of the fair values 

of the District’s investments to market interest rate fluctuations is provided by the following table 

that shows the distribution of the District’s investment maturity:  

12 Months 13-48

Totals or Less Months

Government Bonds 251,973$        251,973$        -$              

State Investment Pool* 4,474,680       4,474,680       -                

Totals 4,474,680$     4,474,680$     -$              

*Not subject to categorization

Remaining Maturity (in Months)

Investment Type

                          
The Pool categorizes its fair value measurements within the fair value hierarchy established by 

generally accepted accounting principles. These principles are recognized in a three-tired hierarchy. 

The District investments are as follows: 
 

 Level 1: Investments reflect prices quoted in active markets 
 

C.  Concentrations of Credit Risk 
 

The investment policy of the District contains limitations on the amount that can be invested in any 

one issuer. There are no investments to one issuer exceeding those limits. 
 

D.  Custodial Credit Risk 
 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 

institution, a government will not be able to recover its deposit or will not be able to recover 

collateral securities that are in the possession of an outside party. The custodial credit risk for 

investments is the risk that, in the event of the failure of the counterparty (e.g. broker-dealer) to a 

transaction, a government will not be able to recover the value of its investment of collateral 

securities that are in the possession of another party. The California Government Code and the 

District’s investment policy do not contain legal or policy requirements that would limit the 

exposure to custodial credit risk for deposits or investments, other than the following provision for 

deposits; The California Government Code requires that a financial institution secured deposits 

made by state or local governmental units by pledging securities in an undivided collateral pool held 

by a depository regulated under state law (unless so waived by the government unit). The fair value 

of the pledged securities in the collateral pool must equal at least 110% of the total amount 

deposited by the public agencies. California law also allows financial institutions to secure the 

District’s deposits by pledging first deed mortgage notes having a value of 150% of the secured 

public deposits. 
 

At June 30, 2017, the District’s deposit balance was $1,376,833 and the carrying amount was 

$1,278,797. The difference between the bank balance and the carrying amount was due to normal 

outstanding checks and deposits in transit. Of the bank balance, $500,000 was covered by the 

Federal Depository Insurance and the remainder in commercial banks was covered by collateral 

held in the pledging bank’s trust department in the District’s name or by the terms. Deposits held in 

UBS business services accounts above the FDIC insured limits flow into a triple “A” rated money 

market fund. 
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Note 2:  Cash and Investments (Continued) 
 

E.  Investment in State Investment Pool 

 

LAIF is included in the State’s Pooled Money Investment Account. The total amount invested by 

all public agencies in the State’s Pooled Money Investment Account approximates $77.56 billion. 

Of the $77.56 billion managed by the State Treasurer, 100% is invested in non-derivative financial 

products and 2.89% is invested in structured notes and asset-backed securities. The Local 

Investment Advisory Board (Board) has oversight responsibility for LAIF. The Board consists of 

five members as designated by state statute. 
 

Investments are accounted for in accordance with the provisions of GASB Statement No. 31, 

which requires governmental entities to report certain investments at fair value in the balance 

sheet and recognize the corresponding change in fair value of investments in the year in which the 

change occurred. The District reports its investments at fair value based on quoted market 

information obtained from fiscal agents or other sources if the change is material to the financial 

statements. 

    

Note 3:  Capital Assets 

 

Capital asset activity for the fiscal year ended June 30, 2017 was as follows: 

 

Balance Balance

7/1/2016 Additions Retirements 6/30/2017

Capital assets not being depreciated

Land 150,436$        -$              -$              150,436$        

Construction in progress 54,483           12,807           (54,483)          12,807           

Total capital assets, not being

depreciated 204,919          12,807           (54,483)          163,243          

Capital assets, being depreciated

Buildings 310,884          310,884          

Dam 100,771          100,771          

Pumping plant 1,312,921       1,312,921       

Treatment 4,014,076       6,746             (25,317)          3,995,505       

Transmission and distribution 6,837,278       425,213          7,262,491       

General plant & administration 78,199           78,199           

Total capital assets, 

being depreciated 12,654,129     431,959          (25,317)          13,060,771     

Less accumulated depreciation: (6,020,256)      (247,441)        25,317           (6,242,380)      

Total capital assets, 

being depreciated, net 6,633,873       184,518          -                6,818,391       

Total capital assets, net 6,838,792$     197,325$        (54,483)$        6,981,634$     
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Note 4:  Long-Term Liabilities 

 

Long-term liabilities consisted of the following at June 30, 2017: 
 

Balance Balance Due Within

7/1/2016 Additions Retirements 6/30/2017 One Year

Compensated absences 28,106$          31,516$          (26,174)$        33,448$          13,087$          

Net pension liability 794,436          217,499          1,011,935       

2001 USDA loan 323,000          -                (7,000)            316,000          7,000             

Total 1,145,542$     249,015$        (33,174)$        1,361,383$     20,087$          

A.  Compensated Absences 
 

District employees accumulate earned but unused vacation benefits that can be converted to cash at 

termination or retirement from employment. The amount of the compensated absences at 

June 30, 2017 was $33,448. 
 

B. Loans Payable 
    

a) On August 22, 2001 the District entered into an agreement with the United States Department of 

Agriculture to finance $392,500 to assist with the construction of the Railroad Flat water plant. The 

term of the loan was 40 years at an interest rate of 4.5% annually.  

 

The annual requirements to amortize the 2001 USDA Loan Payable as of June 30, 2017, are as 

follows: 
 

7,000$            14,063$       21,063$          

7,000             13,748         20,748            

8,000             13,410         21,410            

8,000             13,050         21,050            

8,000             12,690         20,690            

49,000            57,263         106,263          

60,000            45,045         105,045          

75,000            29,858         104,858          

94,000            9,735           103,735          

316,000$        208,862$     524,862$        Total

2028-2032

2033-2037

2022

2038-2042

2020

2021

2019

2018

2023-2027
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Note 5:   Defined Benefit Pension Cost-Sharing Employer Plan 

 

The District’s Statement of Net Position for the year ended June 30, 2017 includes, for the second 

year, a net pension liability.  This liability was placed on the books due to a change in accounting 

standards (GASB Statement No. 68) that went into effect for last fiscal year, but it does not 

represent a sudden deterioration in the District’s actual financial condition.  The liability has 

accumulated over time as the pension benefits were earned by District employees and adjusted for 

District contributions, actual benefit payments, and updated actuarial assumptions.  Most local 

governments with defined benefit pension plans saw significant accounting adjustments last year 

as a result of the implementation of this new standard.   

 

The net pension liability represents the District’s obligation to fully fund the pensions of its 

current and prior employees based on the service they provided to the District over a number of 

prior years.  In the past, accounting standards required that no liability be shown for this 

obligation, even though it did legally exist, as long as the District made its required contributions 

to the pension plan each year.  This resulted in reporting pension expense each year that included 

both the cost of offering pension benefits to the District’s current employees for services they 

performed that year as well as catch-up contributions related to prior year employee service.  The 

new standard improves the accounting for annual pension expense because the recognition of the 

net pension liability eliminates the need to include catch-up contributions in current year pension 

expense.  The pension expense recognized by the District each year will now be designed to 

capture only the cost of providing pension benefits to employees related to their service in the 

current year, with a few adjustments necessitated by varying investment returns and other 

conditions because actuarial results cannot predict future events with complete precision.  As a 

result, the District’s pension expense recognized under GASB 68 will generally be lower than 

what has previously been recognized.   

 

A.   General Information about the Pension 

Plans 

 
Plan Descriptions – All qualified permanent and probationary employees are eligible to 

participate in the District’s Miscellaneous Employee Pension Plans, cost-sharing multiple 

employer defined benefit pension plans administered by the California Public Employees’ 

Retirement System (CalPERS).  Benefit provisions under the Plans are established by State 

statute and District resolution.  CalPERS issues publicly available reports that include a full 

description of the pension plans regarding benefit provisions, assumptions and membership 

information that can be found on the CalPERS website. 

 
Benefits Provided – CalPERS provides service retirement and disability benefits, annual cost of 

living adjustments and death benefits to plan members, who must be public employees and 

beneficiaries. Benefits are based on years of credited service, equal to one year of full time 

employment.  Members with five years of total service are eligible to retire at age 50 with 

statutorily reduced benefits. All members are eligible for non-duty disability benefits after 10 

years of service. The death benefit is one of the following: the Basic Death Benefit, the 1957 

Survivor Benefit, or the Optional Settlement 2W Death Benefit.  The cost of living adjustments 

for each plan are applied as specified by the Public Employees’ Retirement Law.   
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Note 5:   Defined Benefit Pension Cost-Sharing Employer Plan (Continued) 

The Plans’ provisions and benefits in effect at June 30, 2017, are summarized as follows: 

 

Prior to On or after
Hire date January 1, 2013 January 1, 2013
Benefit formula 2.7% @ 55 2% @ 62
Benefit vesting s chedule 5 years service 5 years service
Benefit payments monthly for life monthly for life
Retirement age 50-55 52 - 67
Monthly benefits , as a % of eligible 2.2% to 2.7% 1.0% to 2%
Required employee contribution rates 8% 6.25%
Required employer contribution rates 11.010% 6.56%

 

Contributions – Section 20814(c) of the California Public Employees’ Retirement Law requires 

that the employer contribution rates for all public employers be determined on an annual basis by 

the actuary and shall be effective on the July 1 following notice of a change in the rate. Funding 

contributions for the Plans are determined annually on an actuarial basis as of June 30 by 

CalPERS. The actuarially determined rate is the estimated amount necessary to finance the costs 

of benefits earned by employees during the year, with an additional amount to finance any 

unfunded accrued liability. The District is required to contribute the difference between the 

actuarially determined rate and the contribution rate of employees. 

 
For the year ended June 30, 2017, the contributions recognized as part of pension expense for 

each Plan were as follows: 

 

Contributions-employer 93,795$                

Contributions-employee (paid by employer) 32,301$                

 

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

Related to Pensions 

 
As of June 30, 2017, the District reported net pension liabilities for its proportionate shares of 

the net pension liability of the Plan as follows: 

Proportionate share of

Net pension liability

Miscellanous Plan 1,011,935$                     
 

The District’s net pension liability for each Plan is measured as the proportionate share of 

the net pension liability.  The net pension liability of each of the Plans is measured as of June 30, 

2016, 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, 2015 rolled forward to June 30, 2016 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.  
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Note 5:   Defined Benefit Pension Cost-Sharing Employer Plan (Continued) 

 

The District’s proportionate share of the net pension liability as of June 30, 2015 and 2016 was 

as follows: 

 

Proportion - June 30, 2015 0.02896%

Proportion - June 30, 2016 0.02913%

Change - Increase (Decrease) 0.00017%  

 

For  the  year  ended  June  30,  2017,  the  District  recognized  pension  expense of $171,046. 

At June 30, 2017, the District reported deferred outflows of resources and deferred inflows of 

resources related to pensions from the following sources: 

Deferred Outflows Deferred Inflows

of Resources of Resources

Differences between expected and actual experience 2,722$                       -$                 

Changes in assumptions (33,401)             

Net difference between projected and actual earnings 

  on pension plan investments 173,842                     

Changes in proportion and differences between

  District contributions and proportionate share of contributions 9,064                         

District contributions subsequent to the measurement date 93,937                       

Total 279,565$                    (33,401)$           

$93,937 reported as deferred outflows of resources related to contributions subsequent to the 

measurement date will be recognized as a reduction of the net pension liability in the year ended 

June 30, 2017.  

 

Other amounts reported as deferred outflows of resources and deferred inflows of resources related 

to pensions will be recognized as pension expense as follows: 

 

Measurement Period 

Ended June 30: 

2018 (14,221)$               

2019 (21,432)                 

2020 (69,546)                 

2021 (45,028)                 

Thereafter -                        
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Note 5:   Defined Benefit Pension Cost-Sharing Employer Plan (Continued) 
 

Actuarial Assumptions – The total pension liabilities in the June 30, 2015 actuarial 

valuations were determined using the following actuarial assumptions: 
 

Valuation Date

Measurement Date

Actuarial Cost Method

Actuarial Assumptions: 

Discount Rate

Inflation

Payroll Growth

Projected Salary Increase

Investment Rate of Return

Entry-Age Normal Cost Method

7.65%

2.75%

3.00%

Varies by entry age of service

7.50%

Miscellaneous

June 30, 2015

June 30, 2016

 

The underlying mortality assumptions and all other actuarial assumptions used in the June 30, 

2015 valuation were based on the results of a January 2014 actuarial experience study for the 

period 1997 to 2011. Further details of the Experience Study can found on the CalPERS 

website. 
 

Discount Rate – The discount rate used to measure the total pension liability was 7.65% for each 

Plan.  To determine whether the municipal bond rate should be used in the calculation of a 

discount rate for each plan, CalPERS stress tested plans that would most likely result in a 

discount rate that would be different from the actuarially assumed discount rate. Based on the 

testing, none of the tested plans run out of assets. Therefore, the current 7.65 percent discount 

rate is adequate and the use of the municipal bond rate calculation is not necessary. The long 

term expected discount rate of 7.65 percent will be applied to all plans in the Public Employees 

Retirement Fund (PERF). The stress test results are presented in a detailed report that can be 

obtained from the CalPERS website.    
 

CalPERS is scheduled to review all actuarial assumptions as part of its regular Asset Liability 

Management (ALM) review cycle that is scheduled to be completed in February 2018. Any 

changes to the discount rate will require Board action and proper stakeholder outreach. For these 

reasons, CalPERS expects to continue using a discount rate net of administrative expenses for 

GASB 67 and 68 calculations through at least the 2017-18 fiscal year. CalPERS will continue to 

check the materiality of the difference in calculation until we have changed our methodology. 
 

The long-term expected rate of return on pension plan investments was determined using a 

building-block method in which best-estimate ranges of expected future real rates of return 

(expected returns, net of pension plan investment expense and inflation) are developed for each 

major asset class. 

In determining the long-term expected rate of return, CalPERS took into account both short-term 

and long-term market return expectations as well as the expected pension fund cash flows. Using 

historical returns of all the funds’ asset classes, expected compound returns were calculated over 

the short-term (first 10 years) and the long-term (11-60 years) using a building-block approach. 

Using the expected nominal returns for both short-term and long-term, the present value of 

benefits was calculated for each fund. The expected rate of return was set by calculating the 

single equivalent expected return that arrived at the same present value of benefits for cash flows 

as the one calculated using both short-term and long-term returns. The expected rate of return 

was then  
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Note 5:   Defined Benefit Pension Cost-Sharing Employer Plan (Continued) 
 

set equivalent to the single equivalent rate calculated above and rounded down to the nearest one 

quarter of one percent. 
 

The table below reflects the long-term expected real rate of return by asset class. The rate of 

return was calculated using the capital market assumptions applied to determine the discount rate 

and asset allocation. These rates of return are net of administrative expenses.  

New Strategic Real Return Real Return

Asset Class Allocation Years 1-10 (1) Years 11+ (2)

Global Equity 51.0% 5.25% 5.71%

Global Fixed Income 19% 0.99% 2.43

Inflation Sensitive 6% 0.45% 3.36

Private Equity 10% 6.83% 6.95

Real Estate 10% 4.50% 5.13

Infrastructure and Forestland 2% 4.50% 5.09

Liquidity 2% -0.55% (1.05)                    

(1) An expected inflation of 2.5% used for this period

(2) An expected inflation of 3.0% used for this period
 

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

Rate – The following presents the District’s proportionate share of the net pension liability for 

each Plan, calculated using the discount rate for each Plan, as well as what the District’s 

proportionate share of the net pension liability would be if it were calculated using a discount rate 

that is 1-percentage point lower or 1-percentage point higher than the current rate: 

Discount Rate -1% Current Discount Discount Rate +1%

(6.65%) Rate (7.65%) (8.65%)

Miscellaneous 1,576,566$                    1,011,933$            545,293$                       

 

Note 6: Deferred Compensation Plan 

Employees of Calaveras Public Utility District may elect to participate in a deferred 

compensation plan, as defined in the Internal Revenue Code Section 457. The contributions to the 

plan are voluntary. All amounts of compensation deferred under the plans, all property and rights 

purchased with these amounts, and all income attributable to those amounts, property or rights are 

(until paid or made available to the employees or beneficiaries) solely the property and rights of 

the employees and their beneficiaries. No part of the principal or income of the trust shall revert 

to the employer or be used for or diverted for purposes other than for the exclusive benefit of 

participants and their beneficiaries. The district selected VALIC and FTJ as the trustees of the 

plan assets. The employee has the option to select either trustee. 

Note 7:   Post-Retirement Health Benefits 
 

On June 1, 2004, the Board of Directors passed a resolution to establish health benefit vesting 

requirements for future retirees under public employees’ medical and hospital care act, whereas 

an employee who is with Calaveras Public Utility District for 5 years or longer and who has met 

other vesting requirements as defined by Government Code 20079, shall receive up to a 

maximum 100% of the health benefit for the employee premium plus 90% of the additional  
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Note 7:   Post-Retirement Health Benefits (Continued) 

 

premium required for enrolment of family members in selected plans. The total District expense 

on the pay as you go basis for postretirement health benefits in the 2016-17 fiscal year was 

$37,812. As of June 30, 2017, two retired employees were receiving postretirement health 

benefits. 
 

Plan Description. Calaveras Public Utility’s (CPUD) Post-Retirement Healthcare Plan is a single-

employer defined benefit healthcare plan administered by CalPERS. CalPERS provides medical 

insurance benefits only to eligible retirees and their eligible dependents. The District approved 

post retirement health insurance benefits for all of its employees based on employees as of June 30, 

2004 under the Public Employees’ Medical and Hospital Care Act (PEMHCA).   
 

The retiree benefits for employees hired prior to June 4, 2004 are entitled to receive the same 

benefits as active employees noted above if they qualify for CALPERS retirement. Those hired 

after June 4, 2004 are entitled to receive medical only lifetime benefits with required service of 

20 years and the plan paying 50% of premiums after 10 years of service and an additional 5% for 

each additional year of service with a maximum district contribution of 100%. The minimum age 

for receiving benefits is 50 and the District cap is the State contributions. The plan also provides 

coverage for eligible spouses. For employees who are eligible to participate in the plan the 

District will contribute the health benefit cost for the retiree and eligible spouse up to 100% of the 

PERS Choice plan. A retiree with less than the required years of service with the District will 

receive no benefit, unless they have previous employment qualifying them for CalPERS 

retirement, in which case they are eligible to receive the CalPERS minimum at the time of 

retirement. The CalPERS minimum is set by law. The retiree is on the same medical plan as the 

District’s active employees, however monthly rates for coverage of covered active and retired 

employees are computed separately.  
 

Funding Policy. The contribution requirement of plan members is established by the District’s 

Board of Directors. The 2016-17 fiscal year actuarial determined contribution was calculated on 

amortized funding over a 30 year period using entry age normal cost. For the fiscal year ending 

June 30, 2017 the District contributed $73,166 towards the unfunded actuarial accrued liability 

(UAAL). The District chose CalPERS as trustee for the plan assets as of June 30, 2017. The 

District made the net contribution for fiscal year end June 30, 2017 directly to health insurance 

providers totaling $37,812. Plan members receiving benefits contribute a prorated percentage 

depending on years of service with the District.  
 

Annual OPEB Cost and Net OPEB Obligation. The District’s annual other post-employment 

benefit (OPEB) cost (expense) is calculated based on the annual required contribution of the 

employer (ARC), an amount actuarially determined in accordance with the parameters of GASB 

Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is 

projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or 

funding excess) over a period not to exceed thirty years.  
 

The following table shows the components of the District’s annual OPEB cost for the year, the 

amount actually contributed to the plan, and changes in the District’s net OPEB obligation to 

CPUD’s Healthcare Plan: 

 

 

 

 



CALAVERAS PUBLIC UTILITY DISTRICT 
 

NOTES TO THE FINANCIAL STATEMENTS 

  JUNE 30, 2017 

 

 - 20 -  

Note 7:   Post-Retirement Health Care Benefits (Continued) 
 

Unreimbursed retiree premium payment made to plan provider (37,812)$        

Contribution to OPEB trust (73,166)          

ARC for current fiscal year 126,387          

Net interest on beginning OPEB and ARC adjustment 739                

Increase in net OPEB obligation (asset) 16,148           

Net OPEB obligation (asset) - beginning of year 10,371           

Net OPEB obligation (asset) - end of year 26,519$          
 

The following is the three year disclosure of the District’s annual OPEB cost, the percentage of 

annual OPEB cost contributed to the plan and the net OPEB obligation at the end of the fiscal 

years:  

Percentage Net OPEB

Annual Annual OPEB (Obligation)

Fiscal Year End OPEB Cost Cost Contributed Asset

June 30, 2015 74,237           100% (147)              

June 30, 2016 121,172          92% (10,371)          

June 30, 2017 126,387          87% (26,519)          
 

 

Funded Status and Funding Progress. As of July 1, 2015, the most recent actuarial valuation 

date, the actuarial accrued liability (AAL) was $1,142,950 and the unfunded actuarial accrued 

liability (UAAL) for benefits was $713,854. As of June 30, 2017, the District’s annual required 

contribution was unfunded by $26,519 and is recorded as a liability on the balance sheet. 

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and 

assumptions about the probability of occurrence of events far into the future. Examples include 

assumptions about future employment, mortality, and the healthcare cost trend amounts 

determined regarding the funded status of the plan and the annual required contributions of the 

employer are subject to continual revision as actual results are compared with past expectations 

and new estimates are made about the future. The schedule of funding progress indicates whether 

the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial 

accrued liabilities for benefits. 

 

Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes are 

based on the substantive plan (the plan as understood by the employer and the plan members) and 

include the types of benefits provided at the time of each valuation and the historical pattern of 

sharing of benefit costs between the employer and plan members to that point. The actuarial 

methods and assumptions used include techniques that are designed to reduce the effects of short-

term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the 

long-term perspective of the calculations. In the July 1, 2015, actuarial valuation, the entry age 

normal cost asset valuation method is used. The actuarial assumptions include an 

investment/discount rate of 7.28% based on long-term historical returns for surplus funds 

invested pursuant to California Government Code Sections 53601 et seq. The valuation assumes 

that 100% of all eligible retirees will actually participate in the retiree medical benefit. The annual 

healthcare premiums will increase between 5.5% and 6.1% per year. 
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Note 8: Lease Income 
 

The District derives a portion of its revenue from the rental of real property based on a fixed lease 

amount. All leases of the District are treated as operating leases for accounting purposes. Lease 

terms are for a period of five years. Tenant shall have the right to extend the leases for five 

additional five year terms. Because these are cancelable leases we do not present the operating 

revenue over the term of the lease. 

 

Note 9: Commitments and Contingent Liabilities 

 

In the normal course of business, the District can be a defendant in lawsuits. Defense of lawsuits is 

typically handled by the District’s insurance carrier and losses, if any, are expected to be covered by 

insurance.  

 

Engineering and Other Significant Commitments 
 

The District has ongoing commitments related to engineering and professional services. 
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Actuarial Valuation Date

Miscellaneous First Tier Plan

6/30/2015

6/30/2016

*      The amounts presented for each fiscal year were determined as of the fiscal year-end 

0.02913% $1,011,935 $486,149 208.15% 78.27%

78.27%$406,0810.02896% $794,436 195.63%

payrollliability (asset)

of the net pension

District's proportion

$356,336

 the net pension liability (asset)

 (asset) as a percentage of itscovered-employee

$598,151 167.86% 83.03%6/30/2014

District's proportionate

share of the net pension as a percentage of

the total pension liability

0.02420%

 covered-employee payrollliability (asset)

Plan fiduciary net positionDistrict's

District's proportionate share of 

The schedule is presented to i l lustrate the requirement to show information for 10 years. However, until  a full  10-year trend is compiled, only information for those years for which information 
is available is presented.
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Contributions in relation Contribution as a 

Contractually to the contractually Contribution District's covered percentage of covered

Actuarial Valuation Date required contribution required contribution deficiency (excess)  employee payroll employee payroll

Miscellaneous First Tier Plan

6/30/2014

6/30/2015

6/30/2016

*      The amounts presented for each fiscal year were determined as of the fiscal year-end

($42,626) $0 $356,336 11.96%

$93,795 ($93,795) $0 $486,149 19.29%

$80,005 ($80,005) $0 $406,081 19.70%

$42,626

The schedule is presented to il lustrate the requirement to show information for 10 years. However, until  a full  10-year trend is compiled, only information for those years 
for which information is available is presented.
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LARRY BAIN, CPA 

An Accounting Corporation 

 

2148 Frascati Drive, El Dorado Hills, CA / 916.601-8894 
lpbain@sbcglobal.net 

 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 

OVER FINANCIAL REPORTING 

 
Board of Directors, 
  
We have audited the financial statements of the Calaveras Public Utility District as of and for the 

fiscal year ended June 30, 2017, and have issued our report thereon dated October 24, 2017. We 

conducted our audit in accordance with auditing standards generally accepted in the United States 

of America.  

 

Internal Control over Financial Reporting 

 

In planning and performing our audit, we considered District’s internal control over financial 

reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion 

on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 

the District’s internal control over financial reporting. Accordingly we do not express an opinion on 

the effectiveness of the District’s internal control over financial reporting. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, 

or detect and correct misstatements on a timely basis. A material weakness is a deficiency or a 

combination of deficiencies in internal control, such that there is a reasonable possibility that 

material misstatement of the entity’s financial statements will not be prevented, or detected and 

corrected on a timely basis.  

 

Our consideration of the internal control over financial reporting was for the limited purpose 

described in the preceding paragraph and would not necessarily identify all deficiencies in internal 

control that might be significant deficiencies or material weaknesses and, therefore, there can be no 

assurance that all such deficiencies have been identified. We did not identify any deficiencies in 

internal control that we consider to be material weaknesses. 

 

A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is 

less severe than a material weakness, yet important enough to merit attention by those charged with 

governance. We consider findings 17-1, 17-2 and 17-3 in the schedule of findings following this 

report to be significant deficiencies in the District’s internal control.  

 

Calaveras Public Utility District’s Response to Findings 

 

The Calaveras Public Utility District’s separate written response to the significant deficiencies 

identified in our audit and any follow up for subsequent year corrections has not been subjected to 

the audit procedures applied in the audit of the financial statements and accordingly, we do not 

express an opinion on the responses. 
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Purpose of this Report 

 

The purpose of this report is solely to describe the scope of our testing of internal controls over 

financial reporting and the result of that testing, and not to provide an opinion on the effectiveness 

of the District’s internal control. This report is an integral part of an audit performed in accordance 

with auditing standards generally accepted in the United States of America in considering the 

District’s internal control over financial reporting accordingly this report is not suitable for any 

other purpose.  

 

This communication is intended solely for the information and use of the Board of Directors, 

management, the Calaveras County Auditor Controller’s Office and the Controller’s Office of the 

State of California and is not intended to be and should not be used by anyone other than these 

specified parties.  

 

 

 

Larry Bain, CPA 

An Accounting Corporation 

October 24, 2017 
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INTERNAL CONTROL FINDINGS 
 

Significant Deficiencies Not Deemed Material Weaknesses 

 

Finding 17-1-Financial Accounting Policies and Financial Reporting 
 

During our audit we noted the District did not have a written financial and accounting 

policy/manual that included internal control procedures. The District should create the financial 

and accounting policies that demonstrate how transactions are processed from beginning to end. 

The policy should include the processes for internal controls that are designed to provide 

reasonable assurance that objectives related to effectiveness and efficiency of operations, 

reliability of financial reporting and compliance with applicable laws and regulations are met. 

This also should include documenting controls over processing transactions, authorizing 

transactions and for maintaining and safeguarding assets. We have noted this finding in prior 

audits. 
 

Recommendation 
 

We recommend the District create a written financial and accounting policy.  
 

Finding 17-2-Segregation of Duties 
 

We noted the District had a lack of segregation of duties, as one person is capable of handling all 

aspects of processing transactions from beginning to end. A lack of segregation of duties increases 

the risk of potential errors or irregularities occurring without being detected; however, due to a 

limited number of personnel an adequate segregation of duties is not possible without incurring 

additional costs. We have noted this comment in previous audits.    
 

Recommendation: We recommend segregating incompatible duties to the greatest extent possible.  

 

Finding 17-3-Accounts Payable 
 

During our testing of accounts payable recorded by the District we noted $24,788.35 of the 

accounts payable balance were not valid accounts payable. We reversed $16,918 as an audit entry 

and proposed a journal entry to reverse the remainder. 

 

Recommendation: We recommend reviewing the accounts payable balance for existence as part 

of year-end procedures performed by District accounting staff. 


