Ref: 24-8586

AGENDA

INVESTMENT AND FINANCE COMMITTEE MEETING
LEUCADIA WASTEWATER DISTRICT
' November 1, 2023 ~ 10:00 a.m.
1960 La Costa Avenue, Carlsbad, CA 92009

Cali to Order

Roll Call

Public Comment

New Business

A. Receive and file the Fiscal Year 2023 (FY23) Annual Comprehensive
Financial Report. (Pages 2-14, Enclosure 4)

Information ltems
None.

Directors’ Comments
General Manager’'s Comments

Adjournment



MEMORANDUM

Ref: 24-8584
DATE: October 26, 2023

TO: Investment and Finance Committe " : /Z/_\_/
FROM: Paul J. Bushee, General Manager/ /.. ““ﬁﬂ}l 7Y

SUBJECT: Fiscal Year 2023 (FY23) 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 FY23 Annual Comprehensive Financial Report.
2. Discuss and take other action, as appropriate.

DISCUSSION:

Tactical Goal: Financial / FY23 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 (ACFR)
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 FY22.

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.

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

The accounting firm of Rogers, Anderson, Malody & Scott, LLP has completed its audit of LWD’s
FY23 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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ROGERS, ANDERSOMN, MALODY & SCOTT, LLP
CERTIFIED PUBLIC ACCOUNTANTS, SINCE 1218

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, 2023, and
have issued our report thereon dated October 23, 2023. 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 7, 2023, 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.

STABILITY. ACCURACY. TRUST



The Board of Directors and Management _ October 23, 2023
Leucadia Wastewater District

Planned Scope and Timing of the Audit

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

Compliance with All Ethics Requirements Regarding Independence

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

Significant Risks Identified
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: Revenue recognition is a generally accepted accounting principle
that refers to the conditions under which an entity can recognize a transaction as revenue.
Auditing standards indicate that recognizing revenue is a presumed fraud risk and usually
classified as a significant risk in most audits.

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 these 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 7 to the financial statements, during the year, the District
changed its method of accounting for compensated absences by adopting Governmental
Accounting Standards Board (GASB) Statement No. 101, Compensated Absences. Accordingly,
the cumulative effect of the accounting change 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 poficies in controversial or emerging areas
for which there is a lack of authoritative guidance or consensus.



The Board of Directors and Management October 23, 2023
Leucadia Wastewater District

Significant Accounting Eslimates

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 usefu!
lives of each capitalized itern.

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 fo the financial statements is based on actuarial assumptions. Actual future
liabilities/assets may vary from disclosed estimates.



The Board of Directors and Management ' October 23, 2023
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 purpgses 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. There were no misstatements identified by us as a result of our audit procedures.

Disagreements with Management

For purposes of this letter, professional standards define a disagresment 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 23, 2023.

Management’s Consultations with Other Accountants

In some cases, management may decide to conéult 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 23, 2023
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.

faﬁus, 14:&64@!..10», Maloa?f 2 ,«fcoﬂ, LLF:

October 23, 2023
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October 23, 2023
Rogers, Anderson, Malody & Scott, LLP
San Bernardino, CA

Rogers, Anderson, Malody & Scott, LLP

This rapresentation letter is provided in connection with your audit of the financial statements of
Leucadia Wastewater District {the Disfrict) as of June 30, 2023 and for the year then ended, and
the related notes to the financial statemants, for the purpose of expressing an opinion on whether
- the basic financial statements present fairly, in all material respects, the financial position, results
of operations, and cash flows, of the Distriet in accordance with accounting principles generally
accepted for governments in the United States of America (U.S. GAAP).

Certain representations in this ietier are described as being limited to matters that are material,
ltems are considered material, regardless of size, if they involve an omission or misstatement of
accounting information such that, in the light of surrounding circumstances, there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

We confirm that, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purpose of appropriately informing ourseives as of October 23,
2023.

Financial Statements

o We have fulfilled our responsibilities, as set out in the terms of the audit engagement dated
April 7, 2023, for the preparation and fair presentation of the financial statements of the
various opinion units referred to above in accordance with U.S, GAAP.

» We acknowledge our responsibility for the design, implementation, and maintenance of
intarnal control relevant to the preparation and fair presentation of financlal statements
that are free from material misstatement, whether due to fraud or error.

« We acknowladge our responsibility for the design, implementation, and maintenance of
internal contral to prevent and detect fraud. .

+» We acknowledge our respansibility for compliance with the laws, regulations, and
provisions of contracts and grant agreements.

» We have reviewed, approved, and taken responsihility for the financial statements and
related notes.

We have a process to track tha status of audit findings and recommendations.

»  We have identified and communicated to you all previous audits, aftestation engagements,
and other studles refated to the audit objectives and whether related recommendations
have been implementad.



Significant assumptions used by us In making accounting estimates, including those
measured at fair value, are reasonable.
All related parly relationships and transactions have been appropriately accounted for and
disclosed in accordance with the requirements of U.S, GAAP.
All events subsequent to the date of the financial statements and for which U.S, GAAP
reguires adjustment or disclosure have been adjusted or disclosed.
The sffects of all known actual or possible litigation and claims have been accounied for
and disclosed in accordance with U.S. GAAP,
If applicable, all component units, as well as joint ventures with an equity interest, are
included and other joint ventures and related organizations are properly disclosed.
Al components of net position, net Investment in capital assets, restricted, and
unrestricted are propetly classified and, if applicable, appraved.
Our policy regarding whether to first apply restricted or unrestricted resources whean an
expense is incurred for purposes for which both restricted and unrestricted net position
are available is appropriately disclosed and net posttion is properly recognized under the
policy.
All revenues within the statement of Revenues, Expenses and Changes in Net Position
have been properly classified as operating or non-operating.
All expenses within the statement of Revenues, Expenses and Changss in Net Position
have been propetly classified as operating or non-operating.
Speclal items and extraordinary items have been properly classified and reported.
Deposit and investment risks have been properly classified and fully disclosed.
Capital assets, Including infrastructure assets, are properly capitalized, reported, and if
applicable, depreciated.
All required supplementary information Is measured and presented within the prescribed
guidelines,
With regard to investments and other instrumenis reported at fair value:
~ The underlying assumptions are reasonable and they appropriately reflect
management's intent and ability to carry out its stated courses of action.
— The measurement methods and related assumptions used In determining falr value
are appropriate in the circumstances and have been consistently applied.
— The disclosures related to fair values are complets, adequate, and In accardance with
U.S. GAAP,
~ There are no subsequent events that require adjustments fo the fair value
- measurements and disclosures Included in the financial statements.
With respect fo nonattest services provided, we have performed the following:-
~ Mads all management decisions and performed all management functions;
— Assigned a competent individual to overses the services;
—- Evaluated the adequacy of the services petformed;
— Evaluated and accepted responsibility for the result of the service performed; and
-~ Established and maintained internal controls, including monitoring ongoing activities,



Information Provided

We havs provided you with: :

— Access to all information, of which we are aware that is relevant to the preparation and
fatr presentation of the financial statements of the various opinion units referred to
above, such as records, documentation, meeting minutes, and other matters:

~  Additional information that you have requested from us for the purpose of the audit;
and

— Unrestrictad access to persons within the entity from whom you determined It
necessary fo obtain audit avidence.

The financiat statements and any other information included In the annual report are

congistent with one another, and the other information does not contain any material

misstatements.

All transactions have been recorded in the accounting records and are reflected in the

financiai statements.

We have disclosed o you the resulis of our assessment of the risk that the financial

statements may be materially misstated as a result of fraud.

We have provided to you our evaluation of the entity’s ability to continue as a going

coneern, including significant conditions and events present, and we belleve that our use

of the going concern basis of accounting Is appropriate.

We have no knowledge of any fraud or suspected fraud that affects the entity and involves:

— Management; -

— Employees who have significant roles in internal control; or

— Others where the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud, or suspected fraud, affecting the

entity’s financial statsments communicated by employees, former employees, vendors,

regulators, or others,

We are not aware of any pending or threatened litigation, claims, and assessments whose

effects should be considered when preparing the financial statements and we have not

consulted legal counsel concerning litigation, claims, or assessments.

We have disclosed to you the identity of the entity's related parties and ali the related party

relationships and transactions of which we are aware.

There have been no communications from regulatory agencies concerning

noncompliance with or deficiencies in accounting, internal control, or financial reporting

practices. '

The District has no plans or intentions that may materially affect the cartying value or

classification of assets and liabllities.

We have disclosed to you all guarantees, whether written or oral, under which Leucadia

Wastewater District is contingently liable.

We have disclosed to you all significant estimates and material concentrations known to

management that are required to be disclosed In accordance with GASB Statement No.

62 (GASB-62), Codification of Accaunting and Financial Reporiting Guidance Contained

in Pre-November 30, 1989 FASB and AICPA Pronouncements. Significant estimates are

estimates at the balance sheet date that could change materially within the next year.

Concentrations refer to volumes of business, revenues, available sources of supply, or

markets or geographic areas for which events could oceur that would significantly distupt

normal finances within the next year.

10



s We have identified and disclosed to you the faws, regulations, and provislons of contracts
and grant agreements that could have a direct and material effect on financial statement
amounts, including legal and contractual provisions for reporting specific activities in
separate funds,

¢ Thare are no:

- Violations or possible violations of laws or regulations, or provisions of contracts or
grant agreements whose effects should be considered for disclosure in the financial
statements or as & basls for recording a loss contingency, including applicable budget
laws and regulations.

- Unasserted claims or assessments that our lawyer has advised are probable of
assertion and must be disclosed in accordance with GASB-62,

~ Other liabiliies or gain or loss contingencies that are required to be accrued or

.disclosed by GASB-62,

~ Caontinuing disclosure consent decree agreements or filings with the Securities and
Exchangs Commigsion and we have filed updates on a timely basis in accordance
wlth the agreements (Rule 240, 15¢2-12).

+. The District has satisfaclory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset or future revenue been pledged as
collateral, except as disclosed to you.

« We have complied with all aspacts of grant agreements and other contractual agresments
that would have a malerial effect on the financial statements in the event of
noncomplianca.

s Ws believe that the actuarial assumptions and methods used to measure pension and
other postemployment benefit liabilities, deferrals and costs for financlal accounting
purposes are appropriats In the ¢lrcumstances. :

s+ We agree with the findings of speclalists in evaluating the pension and other
postemployment benefit liabilities and have adequately considered the qualifications of
the speclalist in determining the amounts and disclosures used in the financial statements
and underlying accounting records, We did not give or cause any Instructions to be given
to specialists with respect to the values or amounts derived in an attempt to bias their
work, and we are noi otherwise aware of any matters that have had an impact on the
independence or objectivity of the specialists.

Supplémentary Information in Relation to the Financial Statements as a Whole

e With respect to the supplementary information accompanying the financlal statements:

— We acknowledge our responsibility for the presentation of the supplementary
information in accordance with accounting principles generally accepted in the United
States of America.

—-  We beligve the supplementary information, including its form and content, Is fairly
presented in accordance with accounting principles generally accepted in the United
States of America.

— The methods of measurement or presentation have not changed from those used in
the prior period.

— When the supplementary information is not presented with the audited financial

- statements, management will make the audited financial statements readily availabte
fo the intended users of the supplementary information no later than the date of

issuance by the entity of the supplementary information and the auditor's report
thereon.

11



We acknowledge our responsibility to include the auditor's report on the
supplementary information in any document containing the supplementary information
and that indicates the auditor reported on such supplementary information.

We acknowledge our responsibility to present the supplementary information with the
audited financial statements or, if the supplementary information will not be presented
with the audited financial statements, to make the audited financial statements readily
available to the intended users of the supplementary information no later than the date
of issuance by the entity of the supplementary information and the auditor's report
thereon.

Required Supplementary Information

o With respect to the various required supplementary information accompanying the
financial statements:

Signature:

We acknowledge our responsibility for the presentation of the required supplementary
information in accordance with U.S. GAAP.

We believe the required supplementary information, including its form and content is
measured and fairly presented in accordance with U.S. GAAP.

The methods of measurement or presentation have not changed from those used in
the prior period.

S @il

Paul Bushee? General Ménager

Signature:

£y 2

Ryan Green, Dire@r of Finévce and Administration

12
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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,
2023 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 23, 2023.

Report on Internal Control Over Financial Reporting

In pfanning 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 opinion 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 cotrected 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,

STABILITY. ACCURACY. TRUST,
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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 or significant deficiencies may exist that were not identified.

Report on 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 noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit performed

in accordance with Government Auditing Standards in considering the District's internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Lomene, Arckisos., Ma,loa?o 2 Leot, 0P,

San Bernardino, California
October 23, 2023

14



