Hidden Valley Lake Community Services District
Special Meeting

DATE: July 1, 2015
TIME: 5:00 p.m.

PLACE: Hidden Valley Lake CSD
Administration Office, Boardroom
19400 Hartmann Road
Hidden Valley Lake, CA

1) CALL TO ORDER

2) PLEDGE OF ALLEGIANCE

3) ROLL CALL

4) APPROVAL OF AGENDA

5) Presentation by Dennis Timoney — Brown Act Refresher

6) DISCUSSION AND POSSIBLE APPROVAL: 2013-2014 Audit
7) DISCUSSION AND POSSIBLE ACTION: Expansion of Crazy Creek land purchase

8) PUBLIC COMMENT
9) BOARD MEMBER COMMENT
10) ADJOURNMENT

Public records are available upon request. Board Packets are posted on our website at www.hiddenvalleylakecsd.com.
Click on the “Board Packet’ link on the Agenda tab.

In compliance to the Americans with Disabilities Act, if you need special accommodations to participate in or attend the
meeting please contact the District Office at 987-9201 at least 48 hours prior to the scheduled meeting.

Public shall be given the opportunity to comment on each agenda item before the Governing Board acts on that item, G.'
54953.3. All other comments will be taken under Public Comment.



Agenda ltem #5

ACTION OF
HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT

DATE: July 1, 2015
AGENDA ITEM: Presentation by Dennis Timoney — Brown Act refresher

RECOMMENDATIONS:
Here presentation by Dennis Timoney and provide direction to staff.

FINANCIAL IMPACT:
None

BACKGROUND:
Dennis Timoney, Chief Risk Officer with SDRMA, will provide an update/refresher course on the Brown
Act and other matters related to Board communications and the conduct of public meetings.

APPROVED OTHER
AS RECOMMENDED (SEE BELOW)

Modification to recommendation and/or other actions:

l, , Secretary to the Board, do hereby certify that the foregoing action was regularly introduced,
passed, and adopted by said Board of Directors at a regular board meeting thereof held on (DATE)by the
following vote:

Ayes:
Noes:
Abstain:
Absent

Secretary to the Board



Agenda ltem # 6

ACTION OF
HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT

DATE: July 1, 2015
AGENDA ITEM: Discussion and Possible Approval: 2013-2014 Audit Report

RECOMMENDATIONS:
Hear presentation by representatives of Smith & Newell Certified Public Accountants and the
recommendations of the Board’s Finance Committee, and accept 2013-2014 HVLCSD Audit Report
prepared by Smith & Newell Certified Public Accountants as drafted or with any amendments deemed
appropriate by the Board.

FINANCIAL IMPACT:
None

BACKGROUND:
Smith & Newell Certified Public Accountants have completed the annual independent audit of the
District’s financial records and prepared the 2013-2014 HVLCSD Audit Report. Staff and the Board’s
Finance Committee have reviewed the report. Representatives of Smith & Newell and the Board’s
Finance Committee will brief the Board on their respective findings and recommendations. Key
excerpts of the audit report are attached.

APPROVED OTHER
AS RECOMMENDED (SEE BELOW)

Modification to recommendation and/or other actions:

l, , Secretary to the Board, do hereby certify that the foregoing action was regularly introduced,
passed, and adopted by said Board of Directors at a regular board meeting thereof held on (DATE)by the
following vote:

Ayes:
Noes:
Abstain:
Absent

Secretary to the Board



SMITH & NEWELL

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S MANAGEMENT LETTER

To the Board of Directors
Hidden Valley Lake Community Services District
Middletown, California

In planning and performing our audit of the financial statements of the Hidden Valley Lake Community
Services District, (District) as of and for the year ended June 30, 2014, 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, we considered
the District’s internal control over financial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing an 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.

During our audit we noted certain matters involving internal control and other operational matters that are
presented for your consideration. These comments and recommendations, all of which have been discussed
with the appropriate members of management, are intended to improve internal control or result in other
operating efficiencies and are described in the attached appendix.

Our audit procedures are designed primarily to enable us to form an opinion on the financial statements, and
therefore may not bring to light all weaknesses in policies or procedures that may exist. It is our intention
to use our knowledge of the District gained during our work to make comments and suggestions that will be
useful to you.

We would be pleased to discuss these comments and recommendations with you at any time.
This communication is intended solely for the information and use of management, the Board of Directors

and others with the District and is not intended to be, and should not be, used by anyone other than these
specified parties.

v
Smith & Newell, CPAs W(

Yuba City, California
June 22, 2015

950 THARP ROAD, SUITE 502 YUBA CITY, CA 95993 TEL: (530) 673-9790 FAX: (530) 673-1305 SMITHNEW@SBCGLOBAL.NET
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HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Appendix A: Management Letter Comments
For the Year Ended June 30, 2014

CURRENT YEAR FINDINGS AND RECOMMENDATIONS
Payroll Withholding (Control Deficiency)
Condition

During our payroll test of five employees, we noted the District was withholding an incorrect amount
for federal and state income tax for one employee.

Cause

The District calculated the withholding for federal and state income tax using the table for married,
rather than the table for single persons as marked by the employee on Form W-4. The employee marked
the box for “Married, but withhold at the higher Single rate” on Form W-4.

Criteria

Payroll withholdings are to be based on the Form W-4 or DE-4 completed by each employee.

Effect of Condition

The District withheld an incorrect amount for federal and state income tax for one employee.
Recommendation

We recommend that the District review the withholdings entered in the payroll system to ensure that
employee withholdings are correct in accordance with the Form W-4 and DE-4 completed by each
employee.

Corrective Action Plan

The District will review the W-4 forms for 2014/15.




















































































































































































THIS PAGE INTENTIONALLY LEFT BLANK



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Combining Statement of Net Position

Sewer Operations

ASSETS
Current Assets:
Cash and investments
Receivables:
Accounts
Assessments
Prepaid costs

Total Current Assets

Noncurrent Assets:
Advances to other funds
Delinquent assessments receivable
Capital assets, net

Total Noncurrent Assets
Total Assets

LIABILITIES

Current Liabilities:
Accounts payable
Salaries and benefits payable
Interest payable
Compensated absences
Bonds
Loans
Certificates of participation

Total Current Liabilities

Noncurrent Liabilities:
Advances from other funds
Compensated absences
Bonds :
Certificates of participation
Net OPEB obligation

Total Noncurrent Liabilities

Total Liabilities

June 30,2014

1995-2 1995-3 State
Bond Bond Revolving

Sewer Redemption  Redemption Fund
$ 141254 § 790,589 § - $ 406,266
149,416 - - 42,923
- 54,383 - 11,970
30,102 - - -
320,772 844,972 - 461,159
25,085 - - -
- 67,661 - 12,436
6,230,737 - - -
6,255,822 67,661 - 12,436
6,576,594 912,633 - 473,595
4,329 & . =
12,471 - - -
- 75,625 - 3,073
19,207 - - -
- 440,300 - -
- - - 639,035
36,007 515,925 - 642,108
- - - 8,499
2,705 - - -
- 3,684,700 - -
155,851 - - -
158,556 3,684,700 - 8,499
194,563 4,200,625 - 650,607

32~

Continued (Page 1 of 2)



Wastewater ~ Wastewater All Bonds
USDA Capital Capital USDA Sewer Assessment Total
Solar Facilities Facilities Reserve Reserve All Bonds Revolving Sewer
Loan Reserved Unreserved Fund Improvement Administration Fund Operations

47217 § 464,442 § 187910 § 35,250 % - 3 49,853 § 10,133  $ 2,132,914

- . - 192,339
- - - . - - . 66,353
- - . 30,102

47,217 464,442 187,910 35,250 - 49,853 10,133 2,421,708

. 341,000 366,085
, . . - . s . 80,097
- 5 6,230,737

. _ g 341,000 6,676,919

47,217 464,442 187,910 35,250 - 49,853 351,133 9,098,627

2 - - 4,329
: - . 12,471
7,606 : - - - - 4 86,304
2 : ; - - - . 19,207

- 440,300
g - - - - - . 639,035
14,000 - - - - . . 14,000

21,606 - - - = - = 1,215,646

- 16,586 - - - - 25,085
- - - - - - - 2,705
- a - - 3,684,700
594,500 - - - - - - 594,500
- 155,851

594,500 16,586 . = ; . 5 4,462,841

616,106 16,586 - - - - - 5,678,487

-32- Continued (Page 1 of 2)



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Combining Statement of Net Position
Sewer Operations

June 30,2014
1995-2 1995-3 State
Bond Bond Revolving
Sewer Redemption  Redemption Fund
NET POSITION
Net investment in capital assets 6,230,737 (4,125,000) - (639,035)
Restricted for debt service - 837,008 - 462,023
Restricted for capital facilities - - - -
Unrestricted 151,294 - - -
Total Net Position $ 6,382,031  §$(3,287,992) % - § (177,012)
Continued (Page 2 of 2)
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Wastewater Wastewater All Bonds

USDA Capital Capital USDA Sewer Assessment Total
Solar Facilities Facilities Reserve Reserve All Bonds Revolving Sewer
Loan Reserved Unreserved Fund Improvement Administration Fund Operations
(608,500) - - - - - - 858,202

- - - 35,250 - - - 1,334,281

- 447,856 - - - - - 447,856

39,611 - 187,910 - - 49,853 351,133 779,801

§ (568,889) $ 447,856 § 187,910 35,250  § - 3 49,853 $§ 351,133  § 3,420,140

a9 Continued (Page 2 of 2)



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Combining Statement of Revenues, Expenses
And Changes in Net Position
Sewer Operations
For the Year Ended June 30,2014

OPERATING REVENUES
Assessments
Permits and inspections
Charges for services
Miscellaneous

Total Operating Revenues

OPERATING EXPENSES
Salaries and benefits
Insurance
Office expenses
Contract services
Continuing education
Dues and subscriptions
Postage .

Repairs and maintenance
Gas, fuel and oil

Supplies

Professional services
Travel

Telephone

Power

Depreciation

Other operating

Office and safety equipment
Environmental monitoring
Annual operating fees

Total Operating Expenses

Operating Income (Loss)

-34-

1995-2
Bond
Sewer

Redemption

Redemption

State
Revolving
Fund

1995-3
Bond

- § 386925
9,082 -
1,011,477

19,528 23,149

$

$ 479,002

1,040,087 410,074

- 479,002

667,041 -
57,742 .
19,962 -
52,146 .

5,085 "
4,612 5
1,201 3
87,003 .
13,094 1
12,524 -
17,573 -
731 -
9,230 -
18,453 -
1,047,111 .
' 710 ‘ -
3,424 -
31,471 .
1,718 .

2,050,831 -

(1,010,744) 410,074

- 479,002

Continued (Page 1 of 2)



Wastewater Wastewater All Bonds
USDA Capital Capital USDA Sewer Assessment Total
Solar Facilities Facilities Reserve Reserve All Bonds Revolving Sewer
Loan Reserved Unreserved Fund Improvement Administration Fund Operations

- 8 - % - 8 - 3 - 38 - & 865927
- 21,660 - - - - - 30,742
- - - - 1,011,477
56,611 - - - - = - 99,288

56,611 21,660 - - - - - 2,007,434

- = 667,041
- - 57,742
- - 19,962
- 3,393 - 55,539
c e - . . . - 5,085
- . - 4,612
= . . . - 1,201
- - 87,003
- 13,094
- 5 : - - . 12,524
- - . 17,573
- - - . = - - 731
= = 9,230
- = . = 18,453
= e . 1,047,111
= = - 710
- - - - - = z 3,424
= & 31,471
- = - - 2 - 5 1,718

. _ ; ; 3,393 ; 2,054,224

56,611 21,660 - - - (3,393) - (46,790)

-34- Continued (Page 1 of 2)



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Combining Statement of Revenues, Expenses

And Changes in Net Position

NON-OPERATING REVENULS (EXPENSES)
Interest income
Interest expense
Total Non-Operating Revenue (Expenses)

Income (Loss) before Transfers

Transfers in
Transfers out

Change in Net Position
Total Net Position - Beginning

Total Net Position - Ending

Sewer Operations
For the Year Ended June 30, 2014

-35-

1995-2 1995-3 State
Bond Bond Revolving
Sewer Redemption  Redemption Fund
(68) 1,335 185 1,868
- (229,523) (59,976) (42,912)
(68) (228,188) (59,791) (41,044)
(1,010,812) 181,886 (59,791) 437,958
441,168 - . 1,910,495
(8,389) - (913,452) (997,229)
(578,033) 181,886 (973,243) 1,351,224
6,960,064 (3,469,878) 973,243 (1,528,236)
$ 6,382,031 $ (3,287,992) § - $ (177,012)

Continued (Page 2 of 2)



Wastewater  Wastewater All Bonds

USDA Capital Capital USDA Sewer Assessment Total

Solar Facilities Facilities Reserve Reserve All Bonds Revolving Sewer
Loan Reserved Unreserved Fund Improvement Administration Fund Operations
8 1,037 465 - 21 174 (613) 4,412
(15,287) - - - - - - (347,698)
(15,279) 1,037 465 - 21 174 (613) (343,286)
41,332 22,697 465 - 21 (3,219) (613) (390,076)
23,063 - - 35,250 - - - 2,409,976
- - (210,781) - (58,313) (94,974) (135,412) (2,418,550)
64,395 22,697 (210,316) 35,250 (58,292) (98,193) (136,025) (398,650)
(633,284) 425,159 398,226 - 58,292 148,046 487,158 3,818,790
$ (568,889) $ 447,856 $§ 187910 § 35250 § - § 49,853 § 351,133 § 3,420,140

%%

Continued (Page 2 of 2)



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Combining Statement of Cash Flows
Sewer Operations
For the Year Ended June 30, 2014

1995-2 1995-3 State
Bond Bond Revolving
Sewer Redemption  Redemption Fund

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $ 1,044,192 § 379,008 § 60241 § 522,157
Cash paid to suppliers (362,488) - - -
Cash paid to employees (615,404) - -

Net Cash Provided (Used)
by Operating Activities 66,300 379,008 60,241 522,157

CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES

Transfers from other funds 441,168 - - 1,910,495
Transfers to other funds (8,389) - (913,452) (997,229)
Interfund loans made 2,422 - 540,506 (540,506)
Net Cash Provided (Used) by
Non-Capital Financing Activities 435,201 - (372,946) 372,760
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Principal paid on debt - (105,000) - (950,184)
Interest paid on debt - (229,762) (59,976) (47,676)
Miscellaneous adjustments to capital assets 177 - - -
Acquisition of capital assets (231,450) - - -
Net Cash Provided (Used) by Capital ‘ _
and Related Financing Activities (231,273) (334,762) (59,976) (997,860)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments (177) 1,816 218 1,975
Net Cash Provided (Used)
by Investing Activities (177) 1,816 218 1,975
Net Increase (Decrease) in
Cash and Cash Equivalents 270,051 46,062 (372,463) (100,968)
Balances - Beginning (128,797) 744,527 372,463 507,234
Balances - Ending $ 141,254 $ 790,589 § - § 406,266

36- Continued (Page 1 of 2)



Wastewater  Wastewater All Bonds

USDA Capital Capital USDA Sewer Assessment Total

Solar Facilities Facilities Reserve Reserve All Bonds Revolving Sewer
Loan Reserved Unreserved Fund Improvement Administration Fund Operations
$ 56,611  § 21,660 % - 3 - 3 - % - - § 2,083,869
i i - - - (3,393) - (365,881)
- - - - - - - (615,404)
56,611 21,660 - - - (3,393) - 1,102,584
23,063 - - 35,250 - - - 2,409,976
- ” (210,781) (58,313) (94,974) (135,412) (2,418,550)
- - - - - - 2,422
23,063 - (210,781) 35,250 (58,313) (94,974) (135,412) (6,152)
(14,000) - - - - - - (1,069,184)
(18,465) - - - - - - (355,879)
- - - - - 177
- - - - - - - (231,450)
(32,465) - - - - - - (1,656,336)
8 1,269 649 - 21 193 (547) 5,425
8 1,269 049 - 21 193 (547) 5,425
47,217 22,929 (210,132) 35,250 (58,292) (98,174) (135,959) (554,479)
- 441,513 398,042 - 58,292 148,027 146,092 2,687,393
$ 47217 § 464442 § 187910 § 35,250  § -3 49,853 10,133 § 2,132.914

Ak

Continued (Page 1 of 2)



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Combining Statement of Cash Flows
Sewer Operations
For the Year Ended June 30, 2014

1995-2 1995-3 State
Bond Bond Revolving
Sewer Redemption  Redemption Fund
RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Operating income (loss) $(1,010,744) $ 410,074 § - § 479,002
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation/amoritization 1,047,111 - - -
Decrease (increase) in:
Accounts receivable 4,105 - - _ -
Assessments receivable - (31,066) 60,241 43,155
Prepaid costs (5,049) - - -
Increase (decrease) in:
Accounts payable (20,760) - - - -
Salaries and benefits payable 2,573 - - -
Compensated absences payable 2,438 - - -
Net OPEB obligation 46,626 - - -
Net Cash Provided (Used)
by Operating Activities $ 66,300 $ 379,008 § 60,241 § 522,157

3. Continued (Page 2 of 2)



Wastewater  Wastewater All Bonds
USDA Capital Capital Sewer Assessment Total
Solar Facilities Facilities Reserve All Bonds Revolving Sewer
Loan Reserved Unreserved  Improvement Administration Fund Operations

$ 56611 § 21,660 $ - - 8§ (3393 $ - (46,790)

. & - 1,047,111

. - . 4,105
- s - . . - 72,330
. - (5,049)

. (20,760)
. ; : 2,573
- 2 | . ’ . 2,438
. . . 46,626

$ 56611 $ 21,660 § - $ - $ (3393 $ - $ 1,102,584

-37- Continued (Page 2 of 2)



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT

ASSETS
Current Assets:
Cash and investments
Receivables:
Accounts
Prepaid costs

Total Current Assets

Noncurrent Assets:
Capital assets, net

Total Noncurrent Assets
Total Assets

LIABILITIES
Current Liabilities:
Accounts payable
Salaries and benefits payable
Interest payable
Compensated absences
Loans

Total Current Liabilities

Noncurrent Liabilities:
Advances from other funds
Compensated absences
Loans
Net OPEB obligation

Total Noncurrent Liabilities
Total Liabilities
NET POSITION
Net investment in capital assets
Restricted for debt service

Restricted for capital facilities
Unrestricted

Total Net Position

Combining Statement of Net Position

Water Operations
June 30, 2014
CIEDB CIEDB Water Total
Loan Loan Capital Water
Water Redemption Reserve Fund Operations
$ 339202 $ (80,175) $ 170,103 § 14,000 § 443,130
210,136 - - - 210,136
30,102 - - - 30,102
579,440 (80,175) 170,103 14,000 683,368
3,915,226 - - - 3,915,226
3,915,226 - - - 3,915,226
4,494,666 (80,175) 170,103 14,000 4,598,594
35,707 > - - 35,707
12,640 - - - 12,640
- 31,787 - - 31,787
21,923 - - - 21,923
- 89,642 - - 89,642
70,270 121,429 - - 191,699
201,000 140,000 - - 341,000
330 - - - 330
- 2,102,560 = - 2,102,560 -
195,146 - = - 195,146 -
396,476 2,242,560 - - 2,639,036
466,746 2,363,989 - - 2,830,735
3,915,226 (2,192,202) - - 1,723,024
- - 174,930 - 174,930
5 . - 14,000 14,000
112,694 (251,962) (4,827) - (144,095)
$ 4027920 $(2444,164) $ 170,103 § 14,000 § 1,767,859

{38



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT

OPERATING REVENUES

Charges for services
Miscellaneous

Total Operating Revenues

OPERATING EXPENSES

Salaries and benefits
Insurance

Office expenses
Continuing education
Dues and subscriptions
Postage

Repairs and maintenance
Gas, fuel and oil
Supplies

Professional services
Travel

Telephone

Power

Depreciation

Other operating

Office and safety equipment

Director's compensation

Environmental monitoring

Water conservation
Water rights
Annual operating fees

Total Operating Expenses

Operating Income (Loss)

Interest income
Interest expense

Combining Statement of Revenues, Expenses
And Changes in Net Position
Water Operations
For the Year Ended June 30, 2014

NON-OPERATING REVENUES (EXPENSES)

Total Non-Operating Revenue

(Expenses)

Income (Loss) before Transfers

Transfers in
Transfers out

Change in Net Position
Total Net Position - Beginning

Total Net Position - Ending

CIEDB CIEDB Water Total

Loan Loan Capital Water
Water Redemption Reserve Fund Operations
$ 1,297,773 % 3,500 % - % 10,500  $ 1,311,773
30,353 - - g 30,353
1,328,126 3,500 - 10,500 1,342,126
657,992 - - - 657,992
23,102 - - - 23,102
20,331 - - - 20,331
8,643 - - - 8,643
15,560 - - 15,560
1,179 - - - 1,179
95,912 - - - 95,912
11,551 - - - 11,551
911 - - - 911
147,107 - - - 147,107
1,051 - - = 1,051
8,924 - - - 8,924
171,940 - - - 171,940
205,843 - - - 205,843
13,986 - - - 13,986
8,159 - - - 8,159
770 - - - 770
15,530 - - - 15,530
3,750 - - - 3,750
7,812 - - - 7,812
24,303 6,836 - - 31,139
1,444,356 6,836 - - 1,451,192
(116,230) (3,336) - 10,500 (109,066)
1,394 (325) 435 60 1,564
- (78,448) - - (78,448)
1,394 (78,773) 435 60 (76,884)
(114,836) (82,109) 435 10,560 (185,950)
41,908 88,204 - 48,153 178,265
(2,448) - (21,204) (101,306) (124,958)
(75,376) 6,095 (20,769) (42,593) (132,643)
4,103,296 (2,450,259) 190,872 56,593 1,900,502
$ 4,027,920 $(2,444,164) § 170,103 § 14,000 § 1,767,859

-39-



HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Combining Statement of Cash Flows

Water Operations

For the Year Ended June 30, 2014

CASH FLOWS FROM OPERATING
ACTIVITIES
Cash received from customers
Cash paid to suppliers
Cash paid to employees

Net Cash Provided (Used)
by Operating Activities

CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES
Transfers from other funds
Transfers to other funds
Tnterfund loans made

Net Cash Provided (Used) by
Non-Capital Financing Activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Principal paid on debt
Interest paid on debt
Miscellaneous adjustments to capital assets
Acquisition of capital assets

Net Cash Provided (Used) by Capital

and Related Financing Activities
CASH FLOWS FROM INVESTING
ACTIVITIES

Interest on investments

Net Cash Provided (Used)
by Investing Activities

Net Increase (Decrease) in
Cash and Cash Equivalents

Balances - Beginning

Balances - Ending

CIEDB CIEDB Water Total

Loan Loan Capital Water
Water Redemption Reserve Fund Operations
$ 1,351,152 § 3,500 % - 3 10,500  § 1,365,152
(592,703) (6,836) - - (599,539)
(607,205) - - - (607,205)
151,244 (3,336) - 10,500 158,408
41,908 88,204 - 48,153 178,265
(2,448) - (21,204) (101,306) (124,958)
2,422 - - - 2,422
41,882 88,204 (21,204) (53,153) 55,729
- (86,627) - - (86,627)
- (79,303) - - (79,303)
(1,630) - - - (1,630)
(47,790) - - - (47,790)
(49,420) (165,930) - - (215,350)
1,555 (446) 569 95 1,773
1,555 (446) 569 95 1,773
145,261 (81,508) (20,635) (42,558) 560
193,941 1,333 190,738 56,558 442,570
$ 339,202 $ (80,175 $ 170,103 § 14,000 § 443,130

-40-
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HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Combining Statement of Cash Flows
Water Operations
For the Year Ended June 30, 2014

CIEDB CIEDB Water Total
Loan Loan Capital Water
Water Redemption Reserve Fund Operations
RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Operating income (loss) $ (116,230) § (3,336) $ - 3 10,500  $ (109,066)
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation/amoritization 205,843 - - - 205,843
Decrease (increase) in:
Accounts receivable 22,313 - - - 22,313
Prepaid costs (2,435) - - - (2,435)
Increase (decrease) in:
Accounts payable (9,747) - - - (9,747)
Salaries and benefits payable 3,741 - - - 3,741
Unearned revenue 713 - - - 713
Compensated absences payable 5,225 - - - 5,225
Net OPEB obligation 41,821 - - - 41,821
Net Cash Provided (Used)
by Operating Activities $ 151,244 8§ (3,336) $ - $ 10,500 § 158,408

-41- Continued (Page 2 of 2)
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OTHER REPORT AND SCHEDULES

e  Other Report

* Schedule of Findings and Recommendations

* Schedule of Prior Year Findings and
Recommendations
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SMITH & NEWELL

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S 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

The Board of Directors
Hidden Valley Lake Community Services District
Middletown, California

We have audited, in accordance with the auditing standards generally accepted in the United States of
Americaand the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of business-type activities and each
major fund of Hidden Valley Lake Community Services District, Middletown, California (District) as of and
for the year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements and have issued our report thereon dated June 22, 2015.

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) to determine the 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.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were
not identified. However, as described in the accompanying schedule of findings and recommendations, we
identified certain deficiencies in internal control that we consider to be material weaknesses and significant
deficiencies.

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 correctly on a timely basis. We consider the deficiency
described in the accompanying schedule of findings and recommendations to be a material weakness. (2014-

001)
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The Board of Directors
Hidden Valley Lake Community Services District
Middletown, California

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.

Compliance and Gther Matters

As part of obtaining reasonable assurance about whether the Distriet'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
determination of financial statement amounts. 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.

District’s Response to Findings

The District's response to the findings identified in our audit is described in the accompanying schedule of
findings and recommendations, The District's responses were not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on them.

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.

%
Smith & Newell, CPAs
Yuba City, California
June 22, 2015
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HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT
Schedule of Findings and Recommendations
For the Year Ended June 30, 2014

2014-001 Account Balances (Material Weakness)

Condition

During our audit, we noted that various balance sheet accounts had not been adjusted to reflect current
year ending balances. This is a repeat of a prior year finding.

Cause

We noted that accounts receivable, accounts payable, salaries payable, interest payable, and debt payable
were not adjusted as necessary to accurately reflect current balances.

Criteria

Generally accepted accounting principles require that account balances be adjusted as necessary to
reflect current balances.

Effect of Condition

Accounts were not properly adjusted prior to the start of the annual audit.

Recommendation

We recommend that the District reconcile and adjust account balances in a timely manner.

Corrective Action Plan

Staff acknowledges this weakness and is reviewing its process for making closing entries.
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HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT

Audit Reference

Schedule of Prior Year Findings and Recommendations

For the Year Ended June 30, 2014

Status of Prior Year Audit Recommendation

13-FS-01

13-FS-02

13-FS-03

Account Balances
Recommendation

We recommend that the District reconcile and adjust account balances in a timely
manner.

Status

Not Implemented

CIEDB Debt Service Coverage
Recommendation

We recommend that the District analyze options to ensure full compliance with the
loan requirements of the California Infrastructure and Economic Development Bank.

Status
Implemented
Subsequent Collections

Recommendation

We recommend that all collections be receipted and deposited in a timely manner to
the District bank account.

Status

Implemented
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Agenda ltem #7

ACTION OF
HIDDEN VALLEY LAKE COMMUNITY SERVICES DISTRICT

DATE: July 1, 2015
AGENDA ITEM: Discussion and Possible Action: Expansion of Crazy Creek land purchase

RECOMMENDATIONS:
Authorize staff to proceed with expanded Crazy Creek land purchase (purchase an additional 2.51
acres, thereby increasing the total acreage from 11.84 acres to 14.35 acres)

FINANCIAL IMPACT:
Increase land purchase by $23,950, from $99,050 to $123,000.

BACKGROUND:
The District is currently in negotiations with the owners of the “Crazy Creek” property to purchase a
“buffer strip” between the District’s water reclamation facility and the northeastern corner of the
Crazy Creek property. Earlier this year staff identified the approximate boundaries of the desired
buffer strip. The buffer strip acreage was recently surveyed by Conser Land Surveying of Lakeport and
found to be smaller than initially estimated (see attached “initial survey” map). The owners of Crazy
Creek have offered to sell an additional 2.51 acres comprised of hillside and “flat lands” (see attached
“revised survey” map). Staff recommends the District purchase the additional 2.51 acres, which would
further increase the distance between any future residential/commercial development on the Crazy
Creek property and the District’s water reclamation facilities.

APPROVED OTHER
AS RECOMMENDED (SEE BELOW)

Modification to recommendation and/or other actions:

l, . Secretary to the Board, do hereby certify that the foregoing action was regularly introduced,
passed, and adopted by said Board of Directors at a regular board meeting thereof held on (DATE)by the
following vote:

Ayes:
Noes:
Abstain:
Absent

Secretary to the Board
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