Ref: 23-8205
AGENDA

INVESTMENT AND FINANCE COMMITTEE MEETING
LEUCADIA WASTEWATER DISTRICT
October 20, 2022 — 9:00 a.m.
Via Teleconference

Pursuant to the State of California Executive Order N-29-20, and in the interest of public
health, the District is temporarily taking actions to mitigate the COVID-19 pandemic by
holding meetings by teleconference. The general public may not attend this meeting at the
District’s office due to social distancing requirements. '

Members of the public attending via teleconference will be provided with an opportunity to
comment on each agenda item prior to Committee discussion.

To join this meeting via Teleconference please dial: (669) 900-6833
Meeting [D: 835 0088 1605 Password: 976353

1. Call to Order

2. Roll Call
3. Public Comment
4, New Business

A. Receive and file the Fiscal Year 2022 (FY22) Annual Comprehensive
Financiat Report. (Pages 2-9, Enclosure 4)

5. Information ltems
None.
6. Directors’ Comments
7. General Manager’'s Comments
8. Adjournment



MEMORANDUM

Ref: 23-8181
DATE: October 13, 2022

//
TO: Investment and Finance Committee /j /
S
FROM: Paul J. Bushee, General Manager//_, ,,_/

SUBJECT: Fiscal Year 2022 (FY22) Annual'‘Comprehensive Financial Report

RECOMMENDATION:

Staff requests that the Investment and Finance Committee (IFC) recommend that the Board of
Directors:

1. Receive and File the FY22 Annual Comprehensive Financial Report.
2. Discuss and take other action, as appropriate.

DISCUSSION:

Tactical Goal: Financial / FY22 Audit

State law requires the Leucadia Wastewater District (LWD) to prepare a complete set of financial
statements in conformance with generally accepted accounting principles (GAAP). The law also
requires that the financial statements be audited in accordance with generally accepted auditing
standards. For LWD, these documents collectively take the form of LWD’s annual financial audit.

LWD prepares a more comprehensive financial report, formally referred to as the Annual
Comprehensive Financial Report. This year's Annual Comprehensive Financial Report includes
the following sections:

e Introductory section which is comprised of the Letter of Transmittal, Organizational Chart,
List of Principal Officials, and award for outstanding financial reporting in FY21

e Financial section that is made up of the Independent Auditor's Report, Management's
Discussion and Analysis, Basic Financial Statements with notes, and Supplementary
Information

e Statistical section that includes cost and revenue comparisons and other LWD statistics
for the past 10 years

e Other information

The accounting firm of Rogers, Anderson, Malody & Scott, LLP has completed its audit of LWD’s
FY22 Annual Comprehensive Financial Report. Staff is pleased to report that the auditors found
that the financial statements present fairly, in all material respects, LWD's financial position and
is in conformance with GAAP.

Attached for the committee’s review is the Auditor’s information letter which reports on any
significant audit findings as a result of their audit, and the Auditor's Report on Internal Controls,
Compliance, and Other Matters. Also provided is a copy of the full Annual Comprehensive
Financial Report for your review.

Staff along with Scott Manno, CPA of Rogers, Anderson, Malody & Scott, LLP, will present an
overview of the Annual Comprehensive Financial Report at the upcoming meeting.

reg:PJB

Enclosure
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CERTIFIED PUBLIC ACCOUNTANTS, SINCE 1948

The Board of Directors and Management
Leucadia Wastewater District
Carlsbad, California

We have audited the financial statements of Leucadia Wastewater
District (the District) as of and for the year ended June 30, 2022, and
have issued our report thereon dated October 12, 2022. Professional
standards require that we advise you of the following matters relating
to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated April 8, 2022, our
responsibility, as described by professional standards, is to form and
express an opinion about whether the financial statements that have
been prepared by management with your oversight are presented
fairly, in all material respects, in accordance with accounting principles
generally accepted in the United States of America. Our audit of the
financial statements does not relieve you or management of your
respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan
and perform our audit to obtain reasonable, rather than absolute,
assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration
of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s
internal control over financial reporting. Accordingly, as part of our
audit, we considered the internal control of the District solely for the
purpose of determining our audit procedures and not to provide any
assurance concerning such internal control.

We are also responsible for communicating significant matters related
to the audit that are, in our professional judgment, relevant to your
responsibilities in overseeing the financial reporting process. However,
we are not required to design procedures for the purpose of identifying
other matters to communicate to you.
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The Board of Directors and Management October 12, 2022
Leucadia Wastewater District

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously
communicated to you.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, our firm, have complied with all relevant
ethical requirements regarding independence.

Significant Risks ldentified
We have identified the possibility of the following significant risks:

Management's override of internal controls over financial reporting: Management override
of internal controls is the intervention by management in handling financial information
and making decisions contrary to internal control policy.

Revenue recognition: Management's failure to recognize revenue in accordance with
generally accepted accounting principles.

These significant risks are presumptive in most audits and merit attention by the auditors due to
the direct impact over financial reporting and internal control processes. Although identified as
significant risks, we noted no matters of management override of controls or deviations from
generally accepted accounting principles which caused us to modify our audit procedures or any
related matters which are required to be communicated to those charged with governance due to
these identified risks.

Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary
of the significant accounting policies adopted by the District is included in Note 1 to the financial
statements. As described in Note 8 to the financial statements, during the year, the District
changed its method of accounting for leases by adopting Governmental Accounting Standards
Board (GASB) Statement No. 87, Leases. Accordingly, the cumulative effect of the accounting
change as of the beginning of the year has been reported in the Statement of Net Position. No
matters have come to our attention that would require us, under professional standards, to inform
you about (1) the methods used to account for significant unusual transactions and (2) the effect
of significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.



The Board of Directors and Management October 12, 2022
Leucadia Wastewater District

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s current judgments. Those judgments are normally based on
knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
markedly from management’s current judgments.

The most sensitive accounting estimates affecting the financial statements are:

Management’s estimate of the fair value of investments is based on information provided by
financial institutions. We evaluated the key factors and assumptions used to develop the fair
value of investments in determining that it is reasonable in relation to the financial statements
taken as a whole.

Management’s estimate of capital asset depreciation is based on historical estimates of each
capitalized item’s useful life. We evaluated the key factors and assumptions used to develop
the estimated useful lives in determining that it is reasonable in relation to the financial
statements taken as a whole.

Management’s estimate of the net pension liability/net OPEB asset and related deferred
inflows and deferred outflows is based on actuarial reports provided by independent
actuaries. We evaluated the key factors and assumptions used to develop the estimate in
determining that it is reasonable in relation to the financial statements taken as a whole.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their significance to financial statement users. The most sensitive disclosures affecting
the District’s financial statements relate to:

The disclosure of fair value of investments in Note 3 to the financial statements represents
amounts susceptible to market fluctuations.

The disclosure of accumulated depreciation and depreciation expense in Note 4 to the
financial statements is based on estimated useful lives which could differ from actual useful
lives of each capitalized item.

The disclosure of net pension liability and related deferred inflows and deferred outflows in
Note 11 to the financial statements is based on actuarial assumptions. Actual future liabilities
and deferrals may vary from disclosed estimates.

The disclosure of the net OPEB asset and related deferred inflows and deferred outflows in
Note 12 to the financial statements is based on actuarial assumptions. Actual future
liabilities/assets may vary from disclosed estimates.



The Board of Directors and Management October 12, 2022
Leucadia Wastewater District

Significant Difficulties Encountered during the Audit

We did not encountered any significant difficulties in dealing with management relating to the
performance of the audit.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known
and likely misstatements identified during the audit, other than those that we believe are trivial,
and communicate them to the appropriate level of management. Further, professional standards
require us to also communicate the effect of uncorrected misstatements related to prior periods
on the relevant classes of transactions, account balances or disclosures, and the financial
statements as a whole. There were no uncorrected material misstatements.

In addition, professional standards require us to communicate to you all material, corrected
misstatements that were brought to the attention of management as a result of our audit
procedures. None of the misstatements identified by us as a result of our audit procedures and
corrected by management were material, either individually or in the aggregate, to the financial
statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting,
or auditing matter, which could be significant to the District’s financial statements or the auditor’s
report. No such disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management, which are included in the
attached letter dated October 12, 2022.

Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no
consultations with other accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the District, we generally discuss a
variety of matters, including the application of accounting principles and auditing standards,
significant events or transactions that occurred during the year, operating and regulatory
conditions affecting the entity, and operational plans and strategies that may affect the risks of
material misstatement. None of the matters discussed resulted in a condition to our retention as
the District’s auditors.



The Board of Directors and Management October 12, 2022
Leucadia Wastewater District

Other Information in Documents Containing Audited Financial Statements

Pursuant to professional standards, our responsibility as auditors for other additional information
in documents containing the District's audited financial statements does not extend beyond the
financial information identified in the audit report, and we are not required to perform any
procedures to corroborate such other information. However, in accordance with such standards,
we have applied certain limited procedures to Management’s Discussion and Analysis, and those
Required Supplementary Information (RSI) as listed in the table of contents. Our procedures
consisted of inquiries of management regarding the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We did not audit the RSI and do not express an opinion or provide any
assurance on the RSI.

The basic financial statements also contain supplementary information which is the responsibility
of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America.

In addition, the basic financial statement also includes the introductory section, statistical section
and other information. In connection with our audit of the financial statements, our responsibility
is to read the other information and consider whether a material inconsistency exists between the
other information and the financial statements, or the other information otherwise appears to be
materially misstated. If, based on the work performed, we conclude that an uncorrected material
misstatement of the other information exists, we are required to describe it in our report.

Our responsibility also includes communicating to you any information which we believe is a
material misstatement of fact. Nothing came to our attention that caused us to believe that such
information, or its manner of presentation, is materially inconsistent with the information, or
manner of its presentation, appearing in the financial statements.

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

Management of the District and is not intended to be and should not be used by anyone other
than these specified parties.

)ea eAS, »eréu.:.ou, Ma,ba7 2 ,fco#, LLF.

October 12, 2022
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Independent Auditor’s Report

To the Board of Directors
Leucadia Wastewater District
Carlsbad, California

We have audited, in accordance with the auditing standards generally
accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States and the State
Controller's Minimum Audit Requirements for California Special Districts,
the financial statements of the business-type activities of the Leucadia
Wastewater District (the District), as of and for the year ended June 30,
2022 and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements, and have issued our
report thereon dated October 12, 2022.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a
control does not allow management or employees in the normal course
of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency,
or a combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on
a timely basis. A significant deficiency is a deficiency, or a combination
of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged
with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

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

Purpose of this Report

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

fa eAs, Arndereon, Ma,loa7 2 ,fco#, LLP.

San Bernardino, California
October 12, 2022



	FY_2022_ACFR.pdf
	Letter of Transmittal
	Organizational Chart
	List of Principal Officials
	GFOA Certificate of Achievement
	Independent Auditor's Report
	Management's Discussion And Analysis
	Statement of Net Position
	Statement of Revenues, Expenses and Changes in Net Position
	Statement of Cash Flows
	Notes to Basic Financial Statements
	Schedule of the Plan’s Proportionate Share of Net Pension Liability
	Schedule of Contributions – Defined Benefit Pension Plan
	Schedule of Changes in Net OPEB Liability and Related Ratios
	Schedule of OPEB Contributions
	Combining Schedule of Changes in Net Position
	Statistical Section - Table of Contents
	Changes in Net Position by Component
	Operating Revenue By Source - Last Ten Fiscal Years
	Operating Expenses by Activity - Last Ten Fiscal Years
	Equivalent Dwelling Units by Type - Last Ten Fiscal Years
	Wastewater Service Charges - Last Ten Fiscal Years
	Principal Customers - Current Fiscal Year and Ten Years Ago
	Assessed Value of Taxable Property - Last Ten Fiscal Years
	Property Tax Levies and Collections - Last Ten Fiscal Years
	Ratios of Outstanding Debt by Type - Last Ten Fiscal Years
	Debt Coverage - Last Ten Fiscal Years
	Demographics and Economic Statistics - Last Ten Fiscal Years
	Principal Employers – Last Ten Fiscal Years
	Operating and Capacity Indicators - Last Ten Fiscal Years
	Schedule of Use of Capacity Charges - Year Ended June 30, 2022




