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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Honey Lake Valley Resource Conservation District
Susanville, California

We have audited the financial statements of Honey Lake Valley Resource Conservation District (the
“District”) as of June 30, 2012, and for the year then ended, as listed in the table of contents. These
financial statements are the responsibility of Honey Lake Valley Resource Conservation District's
management. Qur responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the State Controller’s Minimum Audit Requirements for California Special Districts.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, ona
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Honey Lake Valley Resource Conservation District as of June 30, 2012, and the
results of its operations for the year then ended in conformity with accounting principles generally
accepted in the United States of America, as well as the accounting systems prescribed by the State
Controller’s Office and State Regulations governing Special Districts.

The Management’s Discussion and Analysis is not a required part of the financial statements but is
supplemental information required by the Government Auditing Standards Board. Management has
elected to omit the Management’s Discussion and Analysis.



Our audit was made for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying supplemental information listed in the table of contents is presented
for purposes of additional analysis and is not a required part of the financial statements of Honey
Lake Valley Resource Conservation District. Such information has been subjected to the
auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly
stated in all material respects, in relation to the financial statements taken as a whole,

DAl - Jotinaon, Au focrey  Lotpniins

Citrus Heights, California
December 15, 2012, except for
corrected budget numbers
dated March 8, 2013



HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
STATEMENT OF NET ASSETS AND GOVERNMENTAL FUND BALANCE SHEET

ASSETS

Cash (Note 3)
Accounts receivable
{3rants receivable
Watermaster fees receivable
Capital assets (Note 4)
Less, accumulated depreciation

Total assets

LIABILITIES

Accounts payable

Payroll taxes payable

Deferred Watermaster income (Note 5)
Total liabilities

FUND BALANCES/NET ASSETS

Fund balances:
Unassigned

Total fund balances
Total hiabilities and fund balances
Net assets:
Invested in capital assets,

net of related debt
Unrestricted

See notes to financial statements

June 30, 2012

General Statement of
Fund Adiustments Net Assets
$ 270,638 $ - $ 270,638
918 5 918
43,862 = 43,862
8,383 - 8,383
- 38,763 38,763
s (_12617)  (__12,617)
$_323.801 $_ 26,146 $_ 349,947
$ - 3 - $ -
209 288 & 209 288
209 288 - 209,288
114,513 { 114513 -
114,513 (_114,513) =
$_323.801
26,146 26,146
114,513 114513
$__140,659 $_140.659



HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
GENERAL OPERATION

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES

for the year ended June 30, 2012

General Statement
Fund Adjustments of Activities
Program expenditures/expenses:
Direct costs $ 41,762 - $ 41,762
Capital expenditures 115,399 - 115,399
Administrative 3,981 - 3,981
Capital outlay 857 { 857) -
Depreciation - 5,505 3,505
Total program expenditures/
expenses 161,999 4.648 166,647
Program revenues:
Grant income 124 810 - 124 810
Management fees 18,112 - 18.112
Total program revenues 142,922 - 142,922
General revenues:
Interest income 181 . 181
Other - - -
Total general revenues 181 - 181
Excess of revenues (expenditures)/
changes in net assets { 18,896) { 4,648) ( 23,544)
Beginning fund balances/
net assets 133,409 29,808 163.217
Ending fund balances/net assets $_114513 $_25.160 $_139.673

See notes to financial statements
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HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
WATERMASTER OPERATION
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
for the year ended June 30, 2012

General Statement
Fund Adjustments of Activities
Program expenditures/expenses:
Operations $ 117,516 3 - $ 117,516
Administrative - - -
Surplus carryover 64,778 - 64,778
Capital outlay 495 ( 495) -
Depreciation - 257 257
Total program expenditures/
expenses 182,789 ( 238) 182,551
Program revenues:
Watermaster fees 182,785 - 182,789
Excess of revenues (expenditures)/
net assets - 238 238
Beginning fund balances/net assets - 748 748
Ending fund balances/net assets $____- $ 986 $____ 986

See notes to financial statements
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HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT

GENERAL OPERATION
STATEMENT OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL
for the year ended June 30, 2012
Favorable
(Unfavorable)
Budget Actual Variance
Revenues:
Grant income:
Swat Arra $ - $ 19,800 $ 19,800
Buffalo Skedad - 17,771 17,771
Other 30,000 87,239 57,239
Management fees:
Grants - - -
Watermaster (Note 5) - 18,112 18,112
Interest income - 181 i81
Other income - - -
Total revenues 30,000 143,103 113,103
Expenditures:
Clerical and office 23,000 24,796 ( 1,796)
Payroll taxes - 4,750 { 4,750)
Liability insurance 1,636 439 1,197
Office supplies 500 3,981 { 3,481
Equipment 1,000 3,226 ( 2,226)
Vehicle repairs - 2,790 ( 2,790)
Audit 1,500 - 1,500
Contingency 1,000 - 1,000
Membership dues 1,250 100 1,150
Conferences meetings and mileage 2,500 1,868 632
Grant expenditures - 115,399 ( 115,399)
Legal - 4,650 ( 4,650)
Donations - - -
Total expenditures 32,386 _ 161,999 (129.613)
Excess of revenues (expenditures) $(__2.386) $(_18,896) 3 _16,510)

See notes to financial statements
&



HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT

Revenues:

Watermaster fees

Total revenues

Expenditures:

Watermaster contract
Liability insurance
Office supplies
Equipment

Clerical support
Accounting & audit
Interest

Legal fees

Fees in arrears
Management fees
Contingency

Total expenditures

Excess revenues

Deduct — carryover to 2013

Excess of revenues (expenditures)

Budget

$_188.860

SIS el Btk

188,860

100,000
1,500
1,500
6,500

13,100
3,500

25,000
5,500
17,260

_ 15,000

188.860

S

WATERMASTER OPERATION

STATEMENT OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL

for the year ended June 30, 2012

Actual

$_182.789

e e

182,789

92,572
314
112
495

6,406

18,112

_118.011
64,778

04,778

See notes to financial statements

Favorable/
(Unfavorable)
Variance

$(__6,071)

(6,071

7.428
1,186
1,388
6,005
13,100
3,500

18,594
5,500
( 852)
15.000

— el

70.849

TN . 8 Bl
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HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

Organization;

Honey Lake Valley Resource Conservation District (the “District”™) is a special district established
in 1954 by the State of California Public Resource Code. The District was appointed as
Watermaster effective January 1, 2007,

The mission of the Honey Lake Valley Resource Conservation District is to conserve, restore and
sustain local resources, to provide a viable economy for current and future generations by seeking

and coordinating available technical, educational and financial resources.

The District’s financial and administrative functions are governed by a five member Board of
Directors appointed by the Lassen County Board of Supervisors.

Summary of Significant Accounting Policies:

The financial statements of the District have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP). The Governmental
Accounting Standards Board (GASB) is the standard-setting body for establishing GAAP for
state and local government organizations. The District’s significant accounting policies are
described below.

Measurement Focus and Basis of Accounting

The District reports, as follows:

General Operation — to account for all financial resources except those required or designated by
the Board of Directors to be accounted for separately.

Watermaster Operation — to account for the administration and management of Water Master
Service, which was transferred from the Department of Water Resources (DWR).

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related cash flow
takes place. 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. Revenues from grants, entitlements and donations are recognized in the fiscal year
in which all eligibility requirements have been satisfied.



HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

2. Summary of Significant Accounting Policies (continued):

Measurement Focus and Basis of Accounting, continued

Governmental funds are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The District considers revenues to be available if they are collectible in
the current period or soon enough thereafter to be used to pay liabilities of the current period.
Revenues that are accrued include property taxes, interest income, and charges for current
services. Revenues that are not accrued include permits and fines, forfeitures, and penalties, if
applicable. Expenditures are generally recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures are recorded only when payment is due.
General capital assets are reported as expenditures in governmental funds. Proceeds of general
long-term and capital assets are reported as other financing sources.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in the government-wide financial statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting Standards
Board.

Capital Assets
Capital assets are recorded at historical cost if purchased or constructed. Amortization of assets

acquired under capital lease is included in depreciation. Equipment is depreciated using the
straight-line method over the estimated useful lives of the related assets.

Budgets

In accordance with the provisions of Sections 13901 through 13906 of the California Health &
Safety Code and other statutory provisions, commonly known as the Budget Act, the District
prepares and legally adopts a final balanced budget for each fiscal year.

Cash

The District maintains a bank checking account, savings account and certificate of deposit. All
cash invested is within the State statutes.



HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

2. Summary of Significant Accounting Policies (continued):

(%)

Revenue Recogenition

The District’s principal source of revenue is derived from cost reimbursement contracts. Revenue
is recognized as expenditures are incurred. Expenditures in excess of cash receipts are recorded
as accounts receivable. Cash receipts in excess of expenditures are recorded as refundable
advances (agency trust funds).

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 the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenditures during the reporting period. Actual results may differ from those estimates.

Cash;

At year-end the carrying amount of the District’s deposit was $219,254 and the bank balance was
$221,549. All of the bank balance was covered by Federal depository insurance.

Checking - General fund $ 24,660

- Water Master 193,234
Savings 1,360
Certificates of deposit 51,384

$.270,638

s



HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

4. Changes in Capital Assets:

Changes in capital assets for the year ended June 30, 2012 are as follows:

Balance, Balance,
July 1. 2011 Additions Disposals June 30,2012
Equipment - RCD $ 25,130 $ 857 $ - $ 25,987
Vehicles - RCD 11,435 - - 11,435
Equipment - Water Master 846 495 - 1,341
$_37.411 T $ - $__38.763
5. Watermastelj Operation:
Revenues $ 182,789
Expenditures 118.011

Excess revenues (carried over to
2013 as deferred income) $__ 64,778

Management fee charged to
Watermaster Operation:
10% of revenues

of $182,179 $__18.112

It



HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued
6. Risk of Loss
Honey Lake Valley Resource Conservation District is exposed to various risks of loss related to

theft of, damage to, and destruction of assets; and injuries to employees. During the 2012 fiscal
year, the District purchased certain commercial insurance coverages to provide for these risks.

7. Subsequent Events:

Management has evaluated subsequent events through December 15, 2012, the date these
June 30, 2012 financial statements were available to be issued.

8. Contingency:

The District’s governmental and other funding are for specific purposes and, as such, are subject
to review and audit by the various grantor and governmental agencies. These audits, if they were
to occur, could generate expenditure disallowances under terms of the grants, which would
require reimbursements by the District. The ultimate results of such audits and potential
expenditure disallowances, if any, cannot presently be determined. Accordingly, no provision for
any liability that may result has been made in the accompanying financial statements.
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HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT

Board of Directors:

Raobert Anton
John Bentley
David Schroeder

Eawrence Cabodi

Staff:
Tim Keesey
Scott Phillips

Merry Wheeler
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Chairperson
Treasurer
Director

Director and WAC Rep.

Acting District Manager
Engineer

District Secretary



HONEY LAKE VALLEY RESOURCE CONSERVATION DISTRICT
STATEMENT OF CASH FLOWS
for the year ending June 30, 2012

Cash flows from operating activities:
Change in net assets (loss)

Adjustments to reconcile change in net assets
to net cash provided to operating activities
Depreciation

(Increase) decrease in:
Accounts receivable

(Decrease) increase in:

Accounts payable and accrued liabilities
Deferred revenue

Net cash provided
to operating activities

Cash flows from investing activities:
Purchase of equipment

Net cash used by
investing activities

Cash flows from financing activities:
Principal payments of long-term debt

Net cash used by
financing activities

Net decrease in cash
Cash at beginning of year

Cash at end of year

-15-

$( 23,306)

5,762
$(_46.446)
( 46,446)
( 2.,801)
64,778
61.977
( 2,013)
(1352
( 1,352)



