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Donald R. Reynolds
Certified Public Accountant

INDEPENDENT AUDITOR’S REPORT
Board of Directors
Trinity County Waterworks District No. 1
Hayfork, California
I have audited the accompanying financial statements of Trinity County Waterworks District No. 1, a
component unit of the County of Trinity, California, as of and for the year ended June 30, 2008 and 2007 as
listed in the table of contents. These financial statements are the responsibility of the Trinity County
Waterworks District No. 1's management. My responsibility is to express an opinion on the financial
statements based on my audit.
Except as discussed in the following paragraph, the audit was conducted in accordance with 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. Those
standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the basic financial statements. An audit also includes assessing
the accounting principles uses and significant estimates made by management, as well as evaluating the
overall financial statement presentation. I believe that the audit provides a reasonable basis for my opinion.
The capital asset balances exclusive of infrastructure, of the governmental funds of the District have not been
audited, and I was not engaged to audit the capital asset balances as part of my audit of the District’s basic
financial statements. Capital asset balances are included in the governmental activities column in the
Statement of Net Assets and represent 97 percent of the assets of the District’s governmental activities
column.
In my opinion, except for the effects of such adjustments, if any, as might have been determined to be
necessary had the capital assets been audited, the financial statements referred to above present fairly, in all
material respects, the financial position of the district as of June 30, 2008, and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.
In accordance with Government Auditing Standards, I have also issued my report dated November 14, 2008
on my consideration of the Trinity County Waterworks District No. 1's internal control over financial
reporting and my tests of its compliance with certain provisions of laws, regulations, contracts and grants.
The purpose of that report is to describe the scope of our testing on internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.
The District has not presented the Management’s Discussion and Analysis that the Governmental Accounting
Standards board has determined is necessary to supplement, although not required to be a part of, the basic
financial statements.

Donald R. Reynolds, CPA
September 1, 2008
P.O. Box 994508, Redding California 96099 . (530) 246-2834 . FAX (530) 244-0331
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Trinity County Waterworks District No. 1
Balance Sheet
June 30, 2008
With Comparative Totals for June 30, 2007
ASSETS
2008
Assets:
Cash and Equivalents
Accounts receivable
Due from other government agencies
Inventory
Prepaids:
Other
Restricted assets:
Cash with fiscal agent
Deposits
Fixed assets (net of accumulated
depreciation of $3,951,855)
Construction in progress
Total assets

$

$

LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable
Accrued expenses
Customer deposits
Due to other Government agencies
Current portions of notes payable - Davis Grunsky
Current portion of special assessment debt with government obligation
Current portion of loan payable - USDA 2004
Current portion of compensated absenses
Total Current Liabilities

$

Noncurrent Liabilities:
Notes payable - Davis Grunsky
Special assessments debt with
government obligation
Loan payable - USDA 2004
Compensated Absenses
Total Noncurrent Liabilities
Total Liabilities
Net Assets
Invested in capital assets, net of related debt
Restricted
Unrestricted
Total Net Assets
Total Liabilities and Net Assets

$

The accompanying notes are an integral part of these financial statements.
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343,189
35,963
450
27,501

2007
$

326,671
30,939
450
27,501

6,966

6,966

78,236
11,832

76,680
10,348

11,093,323
62,785
11,660,245

11,432,530
12,277
11,924,362

2,462
237
11,855
1,000
8,529
10,500
901
9,519
45,003

$

$

2,662
484
10,356
1,000
8,591
10,500
943
9,519
44,055

301,697

310,017

626,566
19,693
9,518
957,474
1,002,477

637,066
19,668
9,518
976,269
1,020,324

10,145,367
90,068
422,333
10,657,768
11,660,245

10,465,779
87,028
351,231
10,904,038
11,924,362

$

Trinity County Waterworks District No. 1
Statement of Revenues, Expenses, and
Changes in Net Assets
For the Fiscal Year Ended June 30, 2008
With Comparative Totals for the Fiscal Year Ended June 30, 2007
2008
OPERATING REVENUES:
Charges for services
Connection fees
Other revenue

$

2007

356,592 $
54,970
114,784

358,964
5,722
122,916

Total operating revenues

526,346

487,602

OPERATING EXPENSES:
Office expense
Water testing
Depreciation expense
State Fees
Employee benefits
Insurance
Professional fees
Other operating expense
Payroll taxes
Pension plan expense
Repairs and maintenance
Travel and entertainment
Utilities
Wages and salaries
Communications

6,346
9,548
350,496
17,529
52,987
21,087
56,672
7,747
11,930
34,498
11,245
27,753
150,609
3,957

7,960
36,237
350,184
65,195
15,084
15,948
57,751
10,843
49,188
14,590
23,290
141,740
3,641

Total operating expenses

762,404

791,651

(236,058)

(304,049)

NON-OPERATING REVENUES (EXPENSES):
Investment income
Interest expense
Taxes and assesments
Other

15,840
(21,867)
4,787
(8,972)

14,178
(31,711)
2,498
2,787

Net income (loss) before capital contributions

(246,270)

(316,297)

Operating income (loss) before transfers and
non-operating income (expense)

CAPITAL CONTRIBUTIONS
Capital contributions

-

Change in Net Assets

(246,270)

NET ASSETS, AT BEGINNING OF YEAR
Prior Period Adjustments
NET ASSETS, END OF YEAR

$

The accompanying notes are an integral part of these financial statements.
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10,904,038
10,657,768 $

(316,297)
11,220,335
10,904,038

Trinity County Waterworks District No. 1
Combined Statement of Cash Flows
All Proprietary Fund Types
Year Ended June 30, 2008
with Comparative Totals for Year Ended June 30, 2007
2008
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Other receipts
Payments to suppliers
Payments to employees
Total cash from (used for) operating activities

$

2007

408,037 $
114,784
(196,829)
(215,526)
110,466

CASH FLOWS FROM NONCAPITAL AND
RELATED FINANCING ACTIVITIES
Interfund borrowings
Other nonoperating revenues
Taxes and assessments
Total cash from (used for) noncapital and related financing activities

362,841
122,916
(237,336)
(217,778)
30,643

(8,972)
4,787
(4,185)

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Interest paid
Capital contributions
Payments for capital acquisitions
Payments on long-term debt
Total cash from (used for) capital and related financing activities

(21,867)
(61,797)
(18,899)
(102,563)

(31,711)
(22,150)
(18,265)
(72,126)

15,840

14,178

19,558

(22,020)

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Net increase (decrease) in cash and cash equivalents
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

$

2,787
2,498
5,285

413,699
433,257

435,719
413,699

$

Reconcilation of Cash and Cash Equivalents to the Balance Sheet:
Cash and cash equivalents in current assets
Cash and cash equivalents in restricted assets

$
$

Reconcilation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities:

343,189
90,068
433,257

$
$

2008

Net operating income (loss)
Adjustments to reconcile net operating income (loss)
to net cash from (used for) operating activities:
Depreciation
Decrease (Increase) in accounts receivable
Decrease (Increase) in prepaid assets
Decrease (Increase) in inventory, at cost
Increase (Decrease) in accounts payable
Increase (Decrease) in accrued expenses
Increase (Decrease) in customer deposits
Increase (Decrease) in deferred revenue
Increase (Decrease) in compensated absenses

$

2007

(236,058) $

350,496
(5,024)
(200)
(247)
1,499
-

Total cash from (used for) operating activities

$

The accompanying notes are an integral part of these financial statements.
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110,466

326,671
87,028
413,699

(304,049)

350,184
(2,576)
(13,465)
(182)
731
$

30,643

TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 and 2007
NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES
The financial statements of Trinity County Waterworks District No. 1 have been
prepared in conformity with Accounting principles generally accepted in the United
States of America (GAAP) as applied to government units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more
significant of the District's accounting policies are described below.
A. Description of Reporting Entity
The Trinity County Waterworks District No. 1 (District) provides water service to
customers in Hayfork, California. The District is currently constructing a sewer
collection and treatment facility to serve the residents of Hayfork, California.
In evaluating how to define the District, for financial reporting purposes, management
has considered all potential component units. The decision to include a potential
component unit in the reporting entity was made by applying the criteria set forth in
GAAP. The basic, but not the only, criterion for including a potential component unit
within the reporting entity is the governing body's ability to exercise oversight
responsibility. The most significant manifestation of this ability is financial
interdependency. Other manifestations of the ability to exercise oversight
responsibility include, but are not limited to, the selection of governing authority, the
designation of management, the ability to significantly influence operations, and
accountability for fiscal matters. A second criterion used in evaluating potential
component units is the scope of public service. Application of this criterion involves
considering whether the activity benefits the District and/or its citizens, or whether the
activity is conducted within the geographic boundaries of the District and is generally
available to its citizens. A third criterion used to evaluate potential component units
for inclusion or exclusion from the reporting entity is the existence of special financing
relationships, regardless of whether the District is able to exercise oversight
responsibilities.
Based upon the application of these criteria, there are no potential component units to
be included in the District's reporting entity.
B. Implementation of Governmental Accounting Standards Board Statements
GASB Statement No. 40
At June 30, 2007, the District adopted the provisions of Governmental Accounting

Continued on the following page
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 and 2007
NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (Continued)
B. Implementation of Governmental Accounting Standards Board Statements
(Continued)
Standards Board (GASB) Statement 40, Deposits and Investment Risk Disclosures an
amendment of GASB Statement No. 3. The Statement modifies the custodial credit
risk disclosures required by Statement No. 3, Deposits with Financial institutions,
Investments (including Repurchase Agreements), and Reverse Repurchase Agreements
and addresses deposit and investment risks related to credit risk, concentration of credit
risk, interest rate risk, and foreign currency risk.
Accordingly, the cash and investments disclosure has been revised to conform to the
provisions of GASB Statement No. 40.
C. Basis of Presentation and Accounting
The accompanying basic financial statements of the District are prepared on the accrual
basis method of accounting in accordance with generally accepted accounting principles
as applicable to governmental units. Under this method, revenues are recognized when
earned and expenses are recognized when incurred.
All activities of the District are accounted for within a single enterprise fund.
Enterprise funds are used to account for operations that are (a) financed and operated
in a manner similar to private business enterprises where the intent of the governing
body is that the cost (expenses, including depreciation) of providing goods or services
to the general public on a continuing basis be financed or recovered primarily through
user charges; or (b) where the governing body has decided that periodic determination
of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.
Operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentially equal values. Nonoperating
revenues, such as subsidies and investment earning, result from non exchange
transactions or ancillary activities.
Non-exchange transactions, in which the District gives (or receives) value without
directly receiving (or giving) equal value in exchange, include property taxes, grants,
entitlements and donations. In accordance with GASB No. 33, Accounting and

Continued on the following page.
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 and 2007

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (Continued)
C. Basis of Presentation and Accounting (Continued)
Reporting for Non-exchange Transactions, revenue from property taxes is available.
Revenues from grants, entitlements and donations are recognized in the fiscal year in
which all eligible requirements have been satisfied and the resources are available.
When both restricted and unrestricted resources are available for use, it is the District’s
Policy to use restricted resources first, then unrestricted resources as they are needed.
D. Cash and Cash Equivalents
For purposes of the Statement of Cash Flows, the District considers all unrestricted
highly liquid investments with an initial maturity of three months or less to be cash
equivalents.
E. Allowance for Doubtful Accounts
The District’s receivables consist mostly of special assessments due form tax payers
and utility billing due from customers. The District considers accounts receivable to
be fully collectible at year-end; accordingly , no allowance for doubtful accounts is
required.
F. Capital Assets
Property and equipment is recorded at cost. Donated property and equipment is stated
at the fair value at the date of donation and recorded as contributed capital.
Depreciation is provided on the straight-line basis over the estimated useful lives of
the assets as follows:
Structures and Improvements
Vehicles and Equipment

10-45 Years
3-10 Years

G. Inventory
The District uses the “consumption” method of accounting for inventory. Under the
“consumption” method, inventory acquisitions are recorded in the inventory account
initially, and charged as expenditures when used.

Continued on the following page.
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 and 2007

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (Continued)
H. General Liability Insurance
The District is a member of the Special District Risk Management Authority
(S.D.R.M.A.) under a Joint Powers Agreement. The Authority provides general
liability and property, and errors and omissions insurance under a self-insurance
program funding pool.
I. Compensated Absences
Accumulated unpaid employee vacation benefits are recognized as liabilities of the
District and are accrued when incurred.
Accumulated Employee sick leave benefits are not recognized as liabilities of the
District since payment of such benefits is not probable. Therefore, sick leave benefits
are recorded as expenditures in the period that sick leave is taken.
J. Property Tax Revenue
The District assesses tax through the Trinity county Tax rolls. Property taxes attach an
enforceable lien on January 1. Taxes are levied on July 1 and payable in two
installments, December 10 and April 10. All general property taxes entities per the
legislation implementing Proposition 13. The method of allocation used by the County
is subject to review by the State of California. The District’s property tax revenues are
recognized when levied in accordance with the alternative method (Teeter Plan) of
recording property taxes.

K. Capitalization of Interest
Interest is capitalized on costs associated with the acquisition and construction of
assets. The amount of interest capitalized is the total of all associated interest costs,
less interest earned on the temporary investment of the proceeds of any tax-exempt
borrowings.
L. Use of Estimates
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.
Continued on the following page.
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 and 2007

NOTE 2

CASH AND INVESTMENTS
The District maintains various cash and investment accounts with banks, the Trinity
County Treasurer, and a safekeeping agent.
At June 30, 2008, total District cash and investments at fair value were as follows:
Per Books

Per Bank

Cash:
Cash on hand
Restricted cash
Deposits

$

Total cash
Investments:
County Pooled Treasury
W ith safekeeping agent
Local Agency Investment Fund
Total investments
Total cash and investments

$

27,157
34,075
11,932

$

74,962
34,075
11,932

73,164

120,969

20,441
23,620
316,032

20,441
23,620
316,032

360,093

360,093

433,257

$

481,962

INVESTM ENTS

The District’s investment policy does not define criteria for selecting acceptable
financial institutions, brokers/dealers, or allowable investment types as defined by
Government Code 53635.
At June 30, 2008, the District had the following investments:
Interest
Rates

Maturities

Par

Fair
Value

W AM
(Years)

20,441
17,679
316,032

-

$ 328,312

-

Cost

Investments
Cash in County Pooled Treasury
Mutual Fund
Local agency Investment Fund

Variable
Variable
1.67%-2.85%

On Demand $ 20,441 $ 20,441
On Demand
17,679
17,679
On Demand
316,032 316,032
$ 328,312 $ 328,312

Total Investments in investment pool

Continued on the following page.
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$

TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007
NOTE 2

CASH AND INVESTMENTS (Continued)
Interest Rate Risk
The District’s investment policy does not define a method for limiting investment
maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.
Credit Risk
The District’s investment policy does not define a method for limiting credit risk.
State law and the County’s Investment Policy limit investments in commercial paper
to the rating of A1 by Standards & Poor’s or P-1 by Moody’s Investors Service. State
Law Limits Investors Service. The District has no investments in commercial paper
or corporate bonds.
Concentration of Credit Risk
At June 30, 2008, in accordance with State law, the District did not have 5% or more
of its net investment in commercial paper, corporate bonds or medium term notes of
a single organization, nor did it have 10% or more of its net investment in any one
money market mutual fund. Investments in obligations of the U.S. government, U.S.
government agencies, or government-sponsored enterprises are exempt from these
limitations.
The following is a summary of the credit quality distribution and concentration of
credit risk by investment type as a percentage of the District’s investment pool’s fair
value at June 30, 2008.
% of
SAP
Moody’s
Portfolio
Cash in county Pooled Treasury
Unrated
Unrated
6.52%
State Farm Mutual Fund
Unrated
Unrated
5.43%
Local Agency Investment Fund (LAIF) Unrated
Unrated
88.05%
Total
100.00%
Custodial Credit Risk
For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. At year end, the
District’s investment pool and specific investments had no securities exposed to
custodial credit risk.
Continued on the following page.
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 2

CASH AND INVESTMENTS (Continued)
Local Agency Investment Fund
The District maintains an investment in the State of California Local Agency
Investment Fund (LAIF), managed by the State Treasurer. This fund is not registered
with the Securities and Exchange Commission as an investment company, but is
required to invest according to California State Code. Participants in the pool include
voluntary and in voluntary participants, such as special districts and school districts for
which there are legal provisions regarding their investments. The Local Investment
Advisor Board (Board) has oversight responsibility for LAIF. The Board consists of
five members as designated by State Statue.
At June 30,2008, the District’s investment position in the State of California Local
Agency Investment Fund (LAIF) was $262,014, which approximates fair value and is
the same as value of the pool shares. The total amount invested by all public agencies
in LAIF on that day was $65,643,489,036. Of that amount, 97.6% was invested in nonderivative financial products and 2.4% in structured notes and asset-backed securities.
At June 30, 2008 the difference between the cost and fair value of cash and investments
was not material (fair value was 97.6% of carrying value). Therefore, an adjustment
to fair value was not required. Fair value is based on information provided by the State
for the Local Agency Investment Fund. Investments are liquid.
Trinity County Treasury Pool
The Trinity County Treasurer’s Pool is not SEC-registered, but is invested in
accordance with California State Government Code, and the Trinity County Treasurer’s
Investment Policy. California State Government Code requires the formation of an
Investment Oversight Committee, which is charged with overseeing activity in the pool
for compliance to policy and code requirements. To this end, the Oversight Committee
reviews the monthly investment report prior to presentation to the Board of Supervisors
and causes an audit of investments to occur annually.

Continued on the following page.
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007
NOTE 3

CAPITAL ASSETS
A summary of the changes in capital assets is as follows:
Balance
July 1, 2007

Capital assets, not being depreciated:
Land
Total capital assets, not being
depreciated

$

4,000

Additions

$

-

4,000

Transfers &
Adjustments

Retirements

$

-

-

$

-

Balance
June 30, 2008

$

4,000

-

-

4,000

Capital assets, being depreciated:
Vehicles and Equipment
Structures and Improvements

376,630
14,653,259

11,289
-

-

-

387,919
14,653,259

Total capital assets, being depreciated

15,029,899

11,289

-

-

15,041,178

Less accumulated depreciation for:
Vehicles and Equipment
Structures and Improvements

(282,979)
(3,318,380)

(24,702)
(325,794)

-

-

(307,681)
(3,644,174)

Total accumulated depreciation

(3,601,359)

(350,496)

-

-

(3,951,855)

-

$ 11,093,323

Total capital assets, net

NOTE 4

$ 11,432,530

$

(339,207)

$

-

$

LONG-TERM DEBT
A summary of long-term debt liabilities transactions for the year ended June 30, 2008
is as follows:
Balance
July 1 , 2007
Restated

Notes payable
Special Assessment
Debt with Government
Obligation
Compensated absences
Loan Payable - USDA 2004

$

Total Long-Term Liabilities

$

318,608

Additions
$

-

647,566
19,037
20,617
1,005,822

Deletions
$

$

-

Continued on the following page.
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8,382

$

10,500
23
$

18,905

Amounts
Due Within
One Year

Balance
June 30, 2008
310,226

$

637,066
19,037
20,594
$

986,923

8,529

10,500
9,519
901
$

29,449

TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007
NOTE 4

LONG-TERM DEBT (CONTINUED)
As of June 30, 2008, annual debt service requirements to maturity are as follows:
Fiscal Year
June 30
2009
2010
2011
2012
2013
2014-2015
2016-2020
2021-2025
2026-2030
2031-2035
2036-2038

Special Assessment
Principal
Interest

Notes Payable
Principal
Interest

Loan Payable
Principal
Interest

$

10,500
11,000
11,500
12,000
12,500
26,500
77,500
96,500
120,500
150,500
108,066

$

28,915
28,454
27,970
27,466
29,385
56,960
130,395
110,072
84,669
56,386
10,734

$

8,829
9,019
9,256
10,182
11,200
23,520
56,440
63,796
72,198
45,786
-

$

10,094
9,874
9,648
9,396
9,166
35,250
38,092
31,074
21,690
2,407
-

$

1,001
1,045
1,091
1,138
1,188
2,534
7,374
5,223
-

$

901
856
811
764
714
1,270
2,137
462
-

$

637,066

$

591,406

$

310,226

$

177,833

$

20,594

$

7,915

Long-term liabilities at June 30,2008, consisted of the following:

Date of
Issue
Note payable - Davis Grunsky
Special Assessment Debt
Waterworks District #1
sewer system construction
Loan payable - USDA/RDC

Date of
Maturity

Interest Rate

Annual
Principal
Installments

Original
Issue
Amount

1980

2003

2.50%

$7,975 - $16,329 $

1997-2000
2004

2039
2024

4.5%
4.375%

$9,000-$41,066
$903 - $ 1,793

Total Business - Type Activities

482,000

Outstanding
June 30,2008
$

1,103,750
25,000
$ 1,610,750

310,266

637,066
20,594
$

967,926

Note Payable
The Davis-Grunsky loan, of which the original amount was $482,000, is payable in
annual principal installments due January 1 of each year. The current interest rate is
2.5% and is payable July 1 and January 1 of each year. An accumulated deferred
interest is also payable at $2,164 per year, due January 1 of each year.
Special Assessment Debt and Sewer System Construction
On August 13, 1997, the voters in the District approved a measure to borrow
$1,200,000

Continued on the following page.
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 4

LONG-TERM DEBT (CONTINUED)
Special Assessment Debt and Sewer System Construction (Continued)
from the Rural Utilities Service (RUS) for the construction of a sewer collection and
treatment system for the residents of the District. This loan is to be repaid out of
annual property tax assessments. In August 2000, the District was granted a
Community Block Service Grant for $500,000 to pay off the assessments on behalf of
qualified low-income households.
Loan Payable
On June 28, 2004, the District borrowed $25,000 from the USDA/RDC in a Board
approved action. Annual principal installments are due September 2 of each year. The
interest rate is 4.375%.

NOTE 5

DEFERRED COMPENSATION PLAN
The District offers its employees a deferred compensation plan created in accordance
with Internal Revenue Code Section 457. The plan, available to all employees, permits
them to defer a portion of their salary until future years. The deferred compensation
is not available to employees until termination, retirement, death or unforeseeable
emergency.
All amounts of compensation deferred under the plan, all property and rights purchased
with those amounts, and all income attributable to those amounts, property or rights are
(until paid or made available to the employee or other beneficiary) solely the property
and rights of the District (without being restricted to the provisions of benefits under the
plan), subject only to the District's general creditors.
Participants’ rights under the plan are equal to those of general creditors of the district
in an amount equal to the fair market value of the deferred account for each participant.
At June 30, 2008, total assets in the plan amounted to $16,063. It is the opinion of the
District, that the District has no liability for losses under the plan, but does have the duty
of due care that would be required of an ordinary prudent investor. The District believes
that it is unlikely that it will use the assets to satisfy the claims of general creditors in
the future.

Continued on the following page.
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 6

PENSION PLAN
A. Plan Description
The District contributes to the California Public Employees' Retirement System (PERS),
an agent multiple-employer public employee retirement system that acts as a common
investment and administrative agent for participating public entities within the State of
California.
All full-time employees of the District are eligible to participate in PERS. Benefits
provided by the plan are base on three factors; (1) service credit, (2) a percentage factor
determined by age at retirement, and (3) final compensation. Normal retirement age is
55. Five years of credited service are required for retirement benefits. Employees who
retire at 55 receive two-percent of their final compensation (based on highest three years
salary). Unused sick leave can be converted to additional service credit after retirement.
Benefits are payable monthly for life. Cost-of-living adjustments begin the second
calendar year of retirement with maximum annual adjustments of two percent. Upon
death of the retiree, eligible survivors will receive one half or more continuance of the
benefit. These benefit provisions and all other requirements are established by State
statute and District policy.
B. Funding Policy
The rate of employee contribution is established by statute at 7% of employee
compensation. The District is required to contribute the remaining amounts necessary
to fund the benefits for its members, using the accrual basis adopted by the PERS Board
of Administration. The rate for the District was determined to be 12.938% for the fiscal
year ended June 30, 2008. Contract negotiations with employees has resulted in the
District paying the employees portion of the contribution as well as increasing the
employee rate to 8%.
C. Annual Pension Cost
Employer contributions are calculated in conformance with the provisions of GASB
Statement No. 27 as a percentage of covered payroll. Therefore, the contributions
transmitted to the System are equal to the Annual Required Contribution (ARC), and
there is no Net Pension Obligation (NPO) required.
For the fiscal year ended June 30, 2008, the District's annual pension cost of $14,544
was equal to the required and actual contributions of the District. The required

Continued on the following page.
Page 15

TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 6

PENSION PLAN (Continued)
C. Annual Pension Cost (Continued)
contribution was determined as part of the June 30, 2008, actuarial valuation using the
entry age actuarial cost method, Significant actuarial assumptions normally used in the
valuation would include (a) a rate of return on the investment of present and future
assets compounded annually, (b) projected across-the-board real salary increases, (c)
projected merit raises for employees, (d) a projected rate of inflation resulting in rate
increases compounded annually, and (e) no post-retirement benefit increases.

REQUIRED SUPPLEMENTARY INFORMATION
The Schedule of Funded Status for the District is as follows:

Valuation
Date

06/30/01
06/30/02
06/30/03

Entry Age
Normal
Accrued
Liability

$ 177,260
$ 199,251
$ 243,337

Actuarial
Value
of Assets

Unfunded
Liability/
(Excess)
Assets

$ 85,763
$ 83,304
$ 87,725

$ 91,497
$ 115,947
$ 155,612

Additional funding
www.calpers.ca.gov.

NOTE 7

information

is

Funded
Status

available

Annual
Covered
Payroll

48.4% $ 127,000
41.8% $ 129,000
36.1% $ 130,000
on

the

PERS

UAAL as a
Percentage
of Covered
Payroll

72.045%
89.881%
119.702%
website

at

SPECIAL ASSESSMENT DEBT AND SEWER SYSTEM CONSTRUCTION
On August 13, 1997, the voters in the District approved a measure to borrow $1,200,000
from the Rural Utilities Service (RUS) for the construction of a sewer collection and
treatment system for the residents of the District. This loan is to be repaid out of annual
property tax assessments. In August 2000, the District was granted a Community Block
Service Grant for $500,000 to pay off the assessments on behalf of qualified lowincome households. In addition to the note listed above, the RUS has committed to a
$4,150,400 grant to the District and the State Water Control Board has granted
$3,000,000 to the District for the construction of the project.
As of the balance sheet date, the District has repaid $234,878 in pre-paid assessments
from parcel owners and amounts received from CDBG for low-income property
Continued on the following page.
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TRINITY COUNTY WATERWORKS DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 7

SPECIAL ASSESSMENT DEBT AND SEWER SYSTEM CONSTRUCTION
(Continued)
owners.
The Schedule on the following page reflects the current requirements to liquidate the
outstanding Bonds.
The District expended $10,013,462 on the construction project. At the completion of
the project that amount was capitalized in the newly formed Sewer Enterprise Fund as
contributed capital, and will be depreciated over its aggregate useful lives.
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R

Donald R. Reynolds
Certified Public Accountant

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Governors
Superior California Economic Development District
Redding, CA
We have audited the basic financial statements of the Superior California Economic Development District
as of and for the year ended June 30, 2007, and have issued our report thereon dated March 25, 2008. We
conducted our audit in accordance with 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.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered Superior California Economic Development
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
control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the District's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the District's financial statements that is more
than inconsequential will not be prevented or detected by the District's internal control.
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the District's internal control.
Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether Superior California Economic Development
District's financial statements are free of 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 determination of financial statement amounts. However,
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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.
This report is intended for the information of the audit committee, management and federal awarding
agencies and pass-through entities. However, this report is a matter of public record and its distribution
is not limited.

Donald R. Reynolds,
Certified Public Accountant
September 1, 2008
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Trinity County Waterworks District No. 1
Statement of Revenues, Expenses, and
Changes in Net Assets
For the Fiscal Year Ended June 30, 2008
With Comparative Totals for the Fiscal Year Ended June 30, 2007
Water
OPERATING REVENUES:
Charges for services
Connection fees
Other revenue

$

Total
2008

Sewer

252,048 $
20,166
83,872

104,544
34,804
30,912

Total operating revenues

356,086

170,260

526,346

487,602

OPERATING EXPENSES:
Office expense
Water testing
Depreciation expense
State Fees
Employee benefits
Insurance
Professional fees
Other operating expense
Payroll taxes
Pension plan expense
Repairs and maintenance
Travel and entertainment
Utilities
Wages and salaries
Communications

3,846
7,338
80,000
10,974
27,987
15,087
54,672
6,318
8,430
28,432
5,245
22,319
109,509
2,957

2,500
2,210
270,496
6,555
25,000
6,000
2,000
1,429
3,500
6,066
6,000
5,434
41,100
1,000

6,346
9,548
350,496
17,529
52,987
21,087
56,672
7,747
11,930
34,498
11,245
27,753
150,609
3,957

7,960
36,237
350,184
65,195
15,084
15,948
57,751
10,843
49,188
14,590
23,290
141,740
3,641

Total operating expenses

383,114

379,290

762,404

791,651

Operating income (loss) before transfers and
non-operating income (expense)

(27,028)

(209,030)

(236,058)

(304,049)

NON-OPERATING REVENUES (EXPENSES):
Investment income
Interest expense
Taxes and assesments
Other

15,840
4,787
(8,972)

(21,867)
-

15,840
(21,867)
4,787
(8,972)

14,178
(31,711)
2,498
2,787

Net income (loss) before capital contributions

(15,373)

(230,897)

(246,270)

(316,297)

CAPITAL CONTRIBUTIONS
Capital contributions
Change in Net Assets

$

(15,373) $

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

2007

(230,897) $

356,592
54,970
114,784

$

(246,270) $

358,964
5,722
122,916

(316,297)

