
AnIr)-PENINSULA
\^/ATER DISTRlCT

BOARD FINANCE COMMITTEE MEETING
THURSDAY, NOVEMBER 4, 2021 - 3:00PM

DUE TO COVID.19, THIS MEETING WILL BE CONDUCTED
vrA TELECONFERENCE ONLY (NO PHYSICAL LOCATION)

PURSUANT TO ASSEMBLY B|LL 361 (GOVERNMENT CODE SECTION 54953)

MEMBERS OF THE PUBLIC MAY NOT ATTEND THIS MEETING IN PERSON

Public comments may be made during the meeting, or submitted before the meeting
via email to District Secretary, Candy Pina, at candvp@midpeninsulawater.orq.

Please indicate in your email the agenda item to which your comment applies.
Comments submitted before the meeting will be provided to the Board before or during the meeting

Should the teleconference platform not be operational, please check the MPWD website home page
for updated information and/or further instructions at: www.midpeninsulawater.orq

Board members, staff, consultants, and the public may participate remotely.

Update this meeting agenda

Meeting uinr: https://service.moxo.com/61 361 91 06
Dial by Telephone: 1-602-926-1292 (United States)

Meeting lD: 613619106#

AGENDA

1. Gallto Order
A. Roll Call

2. Public Gomment
lf you wish to address the Committee, please follow the directions at the top of the agenda. lf you have
anything that you wish distributed to the Committee and included for the official record, please include it in
your email. Comments that require a response may be deferred for staff reply.

MPWD Board Finance Committee Meeting October 5,2020



3. Audit Exit Conference with James Marta, CPA, of James Marta & Gompany, regarding MPWD
Financial Audit for FYE June 30, 2021

4. Adjournment

This agenda was posted at the Mid-Peninsula Water District's office, 3 Dairy Lane, in Belmont, California, and on its website at
www. mid peni nsulawater.org.

ACCESSI BLE PU BLI C M EETI NG S
Upon request, the Mid-Peninsula Water District will provide wiften agenda materials in appropiate altemative formats, or disability-
related modiftcation or accommodation (including auxiliary aids or seruices), to enable individuals with disabilities to pafticipate in public
meetings and provide comments ailrelated to public meetings. Please submit a request, including your name, phone number and/or
email address, and a desciption of the modification, accommodation, auxiliary aid, seruice or alternative format requesfed. Reguesfs
should be sent to the District Secretary at (650) 591-8941 or candyp@midpennsulawater.orq. Reguesfs must be received at least two
days before the meeting. Reguesfs will be granted whenever possib/e and resolved in favor of accessibility.

2MPWD Board Finance Committee Meeting October 5,2O2O
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James Marta & Company LLP
CertiJied Public Acco untants

Accounting, Auditing, Consalting, snd Tax

INDEPENDENT AUDITOR' S REPORT

Board of Directors
Mid-Peninsula Water District
Belmont, California

Report on the Financial Statements

We have audited the accompanying Statement of Net Position of Mid-Peninsula Water District (the
District) as of June 30,2021 and 2020 and the related Statements of Revenues, Expenses and Changes in
Net Position and Cash Flows for the years then ended and the related notes to the financial statement.

Manasementos Resnonsibilitv for the Financial Statements

Management is responsible for the preparation and fair presentation of the basic financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsibilitv

Our 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 standards applicable to financial audits contained in Governntent Auditing Standards,
issued by the Uomptroller General of the United States and the State Controller's Minimum Audit
Requirements for California Special District. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the basic financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of materialmisstatement of the basic financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the basic financial statements in order to design 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. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness ofaccounting policies used and the reasonableness ofsignificant
accounting estimates made by management, as well as evaluating the overall presentation of the basic
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

701 Howe Avenue, Suite E3 Sacramento, CA 95825 (916) 993-9494 fax (916) 993-9489
wwwjpmcpa.som dbecker@jomcpa.com
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Oninion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of Mid-Peninsula Water District as of June 30, 2021 and 2020, and the
respective changes in financial position and, where applicable, cash flows thereof for the years then

ended in accordance with accounting principles generally accepted in the United States of America, as

well as accounting systems prescribed by the State Controller's Office and state regulations governing

special districts.

Other Matters

Re q uir e d Suppl e me nt al Informat i on

Accounting principles generally accepted in the United States of America require that Management's
Discussion and Analysis, Schedule of the District's Proportionate Share of the Net Pension Liability,
Schedule of Pension Contributions and Schedule of Changes in the Net OPEB Liability and Related

Ratios be presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board (GASB)
who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the

United States of America, which consisted principally of inquiries of management about 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 do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Other Reoortins Required bv Government Auditins Standards

In accordance with Government Auditing Standards, we have also issued our report dated DATE on our
consideration of Mid-Peninsula Water District's internal control over financial reporting and our tests of
its compliance with provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of 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 in considering Mid-Peninsula Water District's internal
control over financial reporting and compliance.

DRAFT
James Marta & Company LLP
Certifi ed Public Accountants
Sacramento, California
DATE

2



MANAGEMENT'S DISCUSSION AND ANALYSIS



MID-PENINSULA WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALSYS

JUNE 30,2021

This section of the Mid-Peninsula Water District's ("District") annual financial report presents a

discussion and analysis of the District's financial performance during the fiscal year ended June 30,

2021. It should be reviewed in conjunction with the District's basic financial statements for the

fiscal year ended June 30, 2021.

FINANCIAL HIGHLIGHTS

The District's Net Position increased by $3,695,460 (13%) during the fiscal year ended June

30,2021.

The District's operating revenues decreased from the previous year by -$596,288
(-4%).

o Non-operating revenues increased from the previous year by $1,503,066 (132%).

. Operating expenses increased by $649,212 (5%).

. Non-Operating expenses decreased by -$14,750 (-100%).

The "Changes in Net Position" portion of the report details the various factors behind the highlights.

USING THIS ANNUAL REPORT
This annual report consists of two parts: Management's Discussion and Analysis and Financial
Statements. The Financial Statements also include notes that explain in more detail some of the

information contained in those statements.

Required Financial Statements

District financial statements report financial information about the District using accounting methods
similar to those used by private sector companies, which include Generally Accepted Accounting
Principl6s (GAAP). The Statement of Net Position included all District assets and liabilities and

provides information about the nature and amounts of investments in resources (assets) and

obligations to creditors (liabilities). It also provides the basis for computing rate of return, evaluating
the capital structure of the District, and assessing the liquidity and financial flexibility of the District.
All the fiscal year's revenues and expenses are accounted for in the Statement of Revenues,

Expenses, and Changes in Net Position. This statement measures the success of the District's
operations over the past year and can be used to determine whether the District has successfully
recovered all its costs through its user fees and other charges.

The final required financial statement is the Statement of Cash Flows. The primary purpose of this
statement is to provide information about the District cash receipts, cash disbursements and net
changes in cash resulting from operating, investing, and capital and noncapital financing activities.

a

o
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MID-PENINSULA WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALSYS

JUNE 30,2021

FINANCIAL ANALYSIS OF THE DISTRICT
One of the most important questions asked about the District finances is whether the District's
overall financial position has improved or deteriorated. The Statement of Net Position and the
Statement of Revenues and Expenses and Changes in Net Position report information about the
District activities in a way that responds to this qr"restion. The statement of the District's net position
(the difference between assets and liabilities), is one measure of financial health or financial
position. Over time, increases or decreases in District net position are one indicator of whether its
financial health is improving or deteriorating. Other factors to consider include changes in economic
conditions, population growth, and new or changed legislation.

Net Assets
Statement of Net Position

June 30 2021 June 30,2020

Amount
Increase

(Decrease)

Percent
Increase

(Decrease)

46Yo

-gYo

nla

nla

3Yo

gYo

92%

-6Yo

zYo

jYo

52o/o

13o/o

June 30, 201 9

$ 5,765,142

14,459,680

24,395,038

44,619,860

1,496,903

20,040,903

21,537,806

20,284,718

4,058,088

$ 24,342,806

Cunent and Other Assets

Restricted cash with fiscal agent

Net Pension Asset

Net OPEB Asset

Capital Asscts, Nct

Total Assets

Current and Other Liabilities

Long-Term Liabilities

Total Liabilities

Invested in Capital Assets, Net

Unrestricted Net Position

Total Net Position

26,715,591

52,572,693 48,139,687 4,433,006

$ 14,099,905

10,609,648

I 1,983

322,969

27,528,188

$ 9,646,952 $

11,702,873

74,271

4,452,953

(1,093,225)

(62,288)

322,969

812,597

3,356,618

17,134,093

1,744,488 1,612,130
( l,145,034)18, 279"127

20,490,711 20,023.615 467 096

20,962,836

10.498.574

20,868,464

6.897,486

94,372

3,60r,088

$ 31,461,410 $ 27,76s,9s0 $ 3,695,460

The District's net position at fiscal year end June 30, 2021, inteased $3,695,460 (13%) when
compared to fiscal year end June 30, 2020. Factors contributing to this increase are due to an

increase in Non-Operating Revenues totaling $1,503,066 (132%), mainly due to: l) The sale of 1513

Folger Property net of expense totaling $1,826,047; and 2) Utility Plant in Services increased by

$2,222,263 (SYo) due to the recognition of Notre Dame/Cliffside/Tahoe Main Replacements fixed
asset totaling $2,630,5 1 0.

Changes in Net Position

Changes in the District's net position between fiscal year end June 30,2021, and fiscal year end June

30,2020, can be determined by reviewing the following condensed Statement of Revenue, Expenses,

and Changes in Net Position.

4



MID-PENINSULA WATER DISTRICT

MANAGBMENT'S DISCUSSION AND ANALSYS

JUNE 30,2021

Condensed Statement of Revenues. Expenses" and Changes in Net Position

Amount
Increase

(Decrease)June 30, 2021

s 14,286,873

2,643,664

16,930,537

June 30,2020

$ 14,883,161

1,140,598

16,023,759

Percent
Increase

(Decrease) June30,2019

Operating Revenue

Non-Operating Revenue

Total Revenues

Operating Expenses

Non-Operating Expenses

Total Expenses

Change in Net Position

Net Assets, Beginning

Net Assets, Ending

649,212

r4.750)

13,235,077 12,600,615 634,462

12,513,109

661,968

11,923,897

676.718

-4%

132%

6%

5%

100%

5%

8%

14%

13Yr

$ (596,288)

r,s03,066

906,778

$ 13,442,130

1,211,2'75

14,713,405

11,964,794

11,933,512

2,779,893

21,562,913

$ 24,342,806

(

3,695,460

27,765,9s0

3,423,144

24.342.806

272,316

3.423,144

$ 31,461,410 $ 27,765,950 $ 3,695,460

The District's Operating Revenues decreased by -$596,288 (-4%) due to various factors: l) Credit
Card Fees, Late Fees, 48-Hour Notice Fees, Shut-off Fees, and After-Hour fees decreased by -

$104,473 (-93%) due to temporarily discontinuing fees during the COVID-19 Pandemic; 2) Service
Line & Install Charges decreased by -$81 ,991 (-79oA); 3) Water System Capacity Charges decreased

by -$314,845 (-83%); and 4) Water Demand Offset Charges decreased by -$44,499 (-91%). All the
decreased revenues were likely due to the declared State of Emergency because of the COVID-19
Pandemic.

The District's Non-Operating Revenues increased by $1,503,066 (132%) due to various factors: 1)

The sale of 1513 Folger Property net of expenses totaling 51,826,047; 2) Interest Income decreased

by -$256,03 6 (-83%); and 3) Contributed Capital decreased by -$125,752 (-63%).

The District's Operating Expenses increased by 5649,212 (5%) due to various factors:
1) Salaries and Benefits increased by $272,415 (10%) due to employee annual merit increases; 2)
Maintenance & Rehabilitation increased by $155,178 (29%) due to purchasing parts, materials and

supplies to repair multiple main breaks; 3) Professional Services increased by $376,506 (79%)
because of required updates to District Plans and Studies, 2020 Urban Water Management Plan

(UWMP) and Water Shortage Contingency Plan (WSCP), Water Rates Study and Financial Plan,
Water Capacity Charges Update and Miscellaneous Fees Update; 4) Utilities decreased by -$25,007
(-8%); and Administrative & Other decreased by -$130,901 (-16%).

The District's Non-Operating Expenses decreased by -$14,750 (-2%) due to a deuease in Debt
Service Interest by -$14,750 (-2%).
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MID-PENINSULA WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALSYS

JUNE 30,2021

2016 COP CIP DEBT ISSUANCE

In December 2016, the District issued Certificates of Participation (COP) in the amount of
$18,570,000 to finance certain improvements to the District's municipal water system. Principal is

due annually in December and interest is payable on June 1 and December 1. The certificates have

an interest rute of 4Yo and mature on December 1,2046 (reference Trust Agreement dated December
1,2016). The Certificates of Participation were issued at a premium of $938,447,which is being
amortized over the life of the debt and is recorded as deferred inflows on the statement of net
position.

The annual payments required to amortize the Certificates of Participation outstanding as of June 30,
2021, are as follows, which includes a reference to interest payments made based on the Official
Statement Schedule (OSS):

Year Ended

June 30, Principal lnterest Total
2022

2023

2024

2025

2026

2026-2030

2031-2035

2036-2040

2044-2045

2046-2047

Total
20 700 055 700

$ 10,424,100 $ 27,5990100

BUDGETARY HIGHLIGHTS
In its commitment to fiscal responsibility, the District timely adopted an annual budget for Fiscal
Year 202012021 that projected revenues and expenditures for operations and capital improvements.

$ 385,000

405,000

420,000

435,000

455,000

2,550,000

3,105,000

3,780,000

4,505,000

1,035,000

$ 17n1750000

$ 679,300

663,500

647,000

629,900

612,100

2,768,000

2,204,100

1,517,600

581,900

$ 1,064,300

1,068,500

1,067,000

1,064,900

7,067,700

5,318,000

5,309,100

5,297,600

5,286,900
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MID-PENINSULA WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALSYS

JUNE 30,2021

CAPITAL ASSETS
During the fiscal year ended June 30, 2021, the District had $27,528,188 (net of accumulated
depreciation) invested in capital assets. The following table is presented below to illustrate changes

from the prior year:

Amount
Increase

June 30, 2021 June 30, 2020 (Decrease)

Percent
Increase

(Decrease) June30,2019

Land

Construction in Progress

Utility Plant in Service

Vehicles

Computer System

Capital Asset at Cost

Less Accumulated Deprec iation

Capital Assets, Net $ 27,528,188 $ 26,715,591 S 812,597

$ 1,045,264 $

3,354,131

50,662,669

1,791,206

496.386

1,045,264

4,345,242

48,440,406

1,718,138

496,386

$ 1,045,264

2,341,432

47,145,817

1,711,727

426,531

$ 0%

23%

5%

4%

0%

2%

2%

3%

(991, I I 1)

2,222,263

73,068

57,349,656

(29,821,468)

56,045,436
(29.329,84s)

1,304,220

491,623

52,676,771

(28.281.733)

$ 24,395,038

RATES AND OTHER ECONOMIC FACTORS
The District is governed in part by provisions of the State Water Resources Control Board that
require rate-based revenues must cover the costs of Operations, Maintenance and Repairs (OM&R)
and capital improvement projects. The District is not subject to general economic conditions such as

increases or reductions in property tax values or other types of revenues, such as sales taxes, that
vary with economic conditions. Accordingly, the District sets its rates to its users to cover the costs

of Operations Maintenance & Replacement (OM&R), capital improvement projects, adequate cash

reserves, plus any increments for known or anticipated changes in program costs.

REOUESTS FOR FINANCIAL INFORMATION
This financial report is designed to provide our customers and creditors with a general overview of
District finances and demonstrate District fiscal accountability for the money it receives. If you have

any questions about this report, or need additional financial information, please contact.

Tammy Rudock, General Manager
Mid-Peninsula Water District

3 Dairy Lane
Belmont, CA 94002

(650) s91-8941
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MID.PENINSULA WATER DISTRICT

STATEMENT OF NBT POSITION

JUNE 30,2021AND 2020

2021 2020

ASSETS

Current Assets

Cash and cash equivalents (Note 2)

Accounts receivables

Prepaid eryenses and other assets

Total Current Assets

Reshicted cash with fiscal agent (Note 2)

Net pension asset (Note 5)

Net OPEB asset (Note 7)

Capital assets, net (Note 3)

TOTAL ASSETS

Deferred Outflows of Resources

OPEB related (Note 7)

Pension related (Note 5)

Total Deferred Outflows

LIABILITIES
Current Liabilities

Accounts payable

Accrued expenses

Current portion of long-term debt (Note 4)

Total Current Liabilities

Long-Term Liabilities

Certificates of Participation (Note 4)

Net OPEB liabilitY Qt{ote 7)

Compensated absences

TOTAL LIABILITIES

Deferred Inflows of Resources:

Pension related $lote 5)

OPEB related (Note 7)

Original issue premium

Total Deferred Inflows

NET POSITION
Net investment in capital assets

Unrestricted

TOTAL NET POSITION

$ 12,639,984
1,297,799

172,133

$ 7,977,332
1,441,842

227 '778

14,099,905

I 0,609,648
I 1,983

322,969
27,528.1 88 26,715,591

5 693 48,139,687

121,309
567.595

156,867

564 628

688.904 721 495

1,053,269

316,219

375 000

3,3s6,618 1,744,488

16,790,000 17,175,000

744,943
359,184344,093

20,490,717 20,023,615

9,646,952

11,702,873

74,271

584,330
2,387,288

38s,000

1) 1)?

50 1,680

795,073

65,217

1 80,045

926,355

1,309,476 1,071,617

20,962,836
10,498,574

20,284,718
7,48t,232

The accompanying notes are an integral part ofthese financial statements.

$ 31,461,410 $2',7,765,950
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MID-PENINSULA WATER DISTRICT

STATEMENT OF REVENUES, EXPENSES ANn
CHANGES IN NET POSITION

FOR THE F'ISCAL YEARS ENDED
JUNE 30,2021AND 2020

OPERATING REVENLIES

Water service charges

Other revenue

Total Operating Revenues

OPERATING EXPENSES

Salaries and benefits

Maintenance and rehabilitation

Purchased water

utilities
Professional services

Administrative and other

Depreciation

Total Operating Expenses

OPERATTNG TNCOME (LOSS)

NON-OPERATING REVENUES (EXPENSES)

Rent

Property taxes

Amortization of COP premium

Gain on sale of asset

Debt service interest

Interest income

Capital contributions

Total Non-Operating Revenues (Expenses)

CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

2021 2020

$ 14,259,055 $ 14,669,447

27 818 213 714

14,286,873 14,883,161

3,029,393

701,670

5,786,376

309,453

855,877

816,580

1,074,760

2,903,078
543,617

5,866,091

334,459

479,370

749,770
112

12,573,109 11,923,897

1,713,764 2,959,264

159,595

409,455

31,282

1,950,870

(693,250)

49,057

74,687

233,920
400,400

31,282

(708,000)

305,839

200,440

1,981,696 463 880

3,695,460

27,765,950

3,423,144

24, 342,806

$ 31,461,410 _9_nJ6s9s0_

IThe accompanying notes are an integral part of these financial statements



MID-PENINSULA WATER DISTRICT

STATEMENT OF CASH FLOWS

FOR THE FISCAL YEARS ENDED
JUNE 30,2021AND 2020

202L 2020

Cash Flows From Operating Activities
Reciepts from customers and users

Other operating revenue

Payments to suppliers

Payments related to employees

Net Cash Flows Prtvided (Used) by Operating Activities

Cash Flows From Non-Capital Financing Activities
Rent received

Property taxes received

Cash Flows From Capital and Related Financing Activities
Acquisition of capital assets

Gain on sale of assets

Cash received for completed projects

Principal paid on COP bonds

Interest paid on COP bonds

Net Cash Flows Provided (Used) by Capital & Related Activities

Cash Flows From Investing Activities
Interest income

Net Cash Flows Provided (Used) by Investing Activities

Net Increase (Decrease) in Cash

Beginning Cash and Equivalents

Ending Cash, Cash Equivalents and Restricted Cash

Reconciliation of Operating Income (loss) to Net Cash Provided (used) by

Operating Activities
Cash Flows from Operating Activities:

Operating Income (Loss)

Adjustments to Reconcile Operating Income (loss) to Net Cash-

Provided (used) by Operations:

Depreciation

(Increase) Decrease in:

Accounts receivable

Prepaid expenses and other assets

Deferred outflows

Increase (Decrease) in:

Accounts payable

Accrued benefits

Net OPEB liability

Customer deposits

Net pension liability

Deferred inflows

Net Cash Provided (used) by Operating Activities

$ 14,413,109

27,818
(6,812, I 81)

(3,747,376)

$14,433,761
213,714

(7,766,636)

(2,721,969)

3,881,370 4,158,870

1 59,s95

409,455

(3,368,665)

200,440
(360,000)

(708,000)

163,175 (1,479,418)

49,057 305,838

49,057 305,838

4,662,652

7,977,332

$ 12,639,984 $ 7,977,332

s 1,713,764 $ 2,959,264

1,074,760 1,048,112

,??

400,

920
400

(1,887,357)

1,950,870

74,687

(375,000)

3,619,610

4,357,722

154,054

55,645

32,s91

(468,939)

(15,091)
(1,067,912)

2,071,069

62,288

269,141

(23s,686)

(26,sl4)
1,505,096

630,423

41,140

76,054

(397,838)

(1,578,241)

r37,060

$ 4,1s8,870

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

$ 3,881,370
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

JUNE 30,2021AND 2020

I. SUMMARY OF' SIGNIFICANT ACCOUNTING POLICIES

A. REPORTING ENTITY

Mid-Peninsula Water District (the District) is a separate political subdivision of the State of
California. The District was established on July 2, 1929 as the Belmont County Water District
and changed its name effective July 1,2000. The District maintains and operates a system of
storage tanks and water mains. It purchases water from the San Francisco Public Utilities
Commission for distribution to its customers through this system.

B. BASIS OF ACCOUNTING

The District is accounted for as an enterprise fund and its financial statements are prepared using
the economic resources measurement focus and the accrual basis of accounting. Under this
method, revenues are recorded when earned and expenses are recorded when liabilities are
incurred, regardless of the timing of related cash flows.

Operating revenues and expenses generally result from providing services in connection with the
District's principal ongoing operations. The principal operating revenues of the District include
water service charges. Operating expenses of the District include employee costs, water
purchases, maintenance, utilities, and other administrative costs. All revenues and expenses not
meeting this definition are reported as non-operating revenue and expense.

C. CASH AND CASH EQUIVALENTS

The District considers cash on hand, cash in banks and the Local Agency Investment Fund to be

cash and cash equivalents.

D. ACCOUNTS RECEIVABLE

The District extends credit to customers in the normal course of operations. The District has not
experienced any significant bad debt losses, and elects to write off the bad debt as it is identified.

E. RESTRICTED CASH

In December 2016, the Mid-Peninsula Water District issued certificates of participation in the
amount of $18,570,000. All proceeds are held by a fiscal agent and cash is restricted for certain
improvements to the District's municipal water system. The balance of restricted cash as of June

30,2021 is $ 10,609,648.

F'. UNEARNED REVENUE

Contractors developing projects, which include construction of facilities to bring water from
District mains into the project, deposit a construction advance with the District for an amount
estimated to cover the District's costs related to the project. The District accounts for
expenditures as construction in progress until the completion of the project, the final inspection
and approval of the District, and then it is capitalized as part of capital assets. Revenues are
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

JUNE 30,2021AND 2020

recognized as the project progresses. At the completion of the project, any excess funds are

returned to the contractor.

G. COMPBNSATED ABSENCES

The District has a paid time off (PTO) policy in effect. It is the District's policy to permit
employees to accumulate earned but unused vacation, sick leave and compensated time off.
The District pays all earned PTO upon termination. All accumulated PTO is recorded as an

expense and a liability at the time the benefit is earned.

H. CAPITAL ASSETS

Capital assets are recorded at cost, or if contributed, at estimated value at time of acquisition.
Depreciation is recognized on buildings, furniture, fixtures, equipment and subsurface lines by

the straight-line method over their estimated useful lives. Estimated useful lives are as follows:

Utility plant
Vehicles
Machinery and equipment
Computer system

10 - 50 years

5 years

7 years
5 years

District policy is to capitalize all assets, which cost $5,000 or more, and to charge to current
operations all additions under that cost limit. The costs of normal maintenance and repairs that
do not add to the value of the asset or materially extend lives are also expensed in the current
period.

I. REVENUES

Customer water meters are read on a monthly basis. Bills are rendered and income is recognized

in the period in which meters are read. The District does not accrue income for water distributed
but not yet billed at the end of the year. California state law requires water districts to report
capacity charges collected and spent separately from operating revenue and expense and any fees

unspent at year-end are shown in a separate equity fund.

J. PROPERTY TAXES

The District's property taxes are levied each calendaryear on all taxable real property located in
the District. Property taxes are recorded on an accrual basis of accounting. The County Assessor

is responsible for assessment of all taxable real property within San Mateo County.
Reassessment is on a three-year schedule established by the Assessor. The County Clerk
computes the annual tax for each parcel of real property and prepares tax books used by the

County Collector as the basis for issuing tax bills to all taxpayers in the County. Property taxes

are collected by the County Collector and are submitted to the County Treasurer, who remits to
each unit its respective share of the collections. Taxes levied in one year become due and payable

in two installments during the following year generally on March lst and August 30th. The first
installment is an estimated bill, and is approximately one-half of the prior year's tax bill. The

second installment is based on the current levy, assessment, equalization, and certificate to limit
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

JUNE 30,2021AND 2020

lely, if any and any changes from the prior year will be reflected in the second installment bill.
Taxes must be levied by the last Tuesday in December for the following collection year. The levy
becomes an enforceable lien against the property as of January 1't of the levy year.

K. INCOME TAXES

'l'he District is a governmental entity and as such its income is exempt flom taxation under
Section 115(1) of the Internal Revenue Code and Section 23701d of the California and Taxation
Code. Accordingly, no provision for federal or state income taxes has been made in the
accompanying fi nancial statements.

L. PENSIONS

For purposes of measuring the net pension liability and deferred outflows/inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the
Mid-Peninsula Water District's California Public Employees' Retirement System (CaIPERS)
plans (Plans) and additions to/deductions from the Plans' fiduciary net position have been
determined on the same basis as they are reported by CaIPERS. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

M. POSTEMPLOYMENT BBNEFTTS OTHER THAN PENSTONS (OPEB)

For purposes of measuring the District's net OPEB liability, deferred outflows of resources and
deferred inflows of resources related to OPEB, and OPEB expense, information about the
fiduciary net position of the District's plan and additions to/deductions from the District Plan's
fiduciary net position have been determined on the same basis as they are reported by the
District's OPEB plan. For this purpose, the District's plan recognizes benefit payments when due
and payable in accordance with the benefit terms. Investments are reported at fair value, except
for money market investments and participating interest earning investment contracts that have a
maturity at the time of purchase of one year or less, which are reported at cost.

N. DEFERRED INFLOWS AND OUTFLOWS OF RBSOT]RCES

In addition to assets, the statement of net position includes a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s), and as such will not be
recognized as an outflow ofresources (expense/expenditures) until then.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition ofnet position that applies to a future period(s) and as such,
will not be recognized as an inflow of resources (revenue) until that time.
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

JUNE 30,2021AND 2020

O. USE OF'ESTIMATES

The preparation of financial statements in confonnity 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 expenses during the reporting period. Actual results could differ from these estimates.

2. CASH AND INVESTMENTS

Cash and cash equivalents as of June 30,2021 and2020 consisted of the following:

2021 2020

$ 400

200

358,060
481,607

$

11 799 717

Total Cash and Cash Equivalents $ 12,639,984 S 7,977,332

The carrying amount of the District's cash is covered by federal depository insurance up to
$250,000. Should deposits exceed the insured limits, the balance is covered by collateral held by
the bank in accordance with California law requiring the depository bank to hold collateral equal
to 110o/o of the excess government funds on deposit.

Local Agenc\t Investment Fund

The District is a voluntary participant in Local Agency Investment Fund (LAIF), which is

regulated by California Government Code Section 16429 under the oversight of the Treasurer of
the State of California and the Pooled Money Investment Board. The State Treasurer's Office
pools these funds with those of other governmental agencies in the State and invests the cash.

The fair value of the District's investment in this pool, which approximates cost, is reported in
the accompanying financial statements based upon the District's pro-rata share of the fair value
provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that
portfolio). The balance available for withdrawal is based on the accounting records maintained
by LAIF, which are recorded on an amortized cost basis. Funds are accessible and transferable
to the master account with twenty-four hour notice. The Pooled Money Investment Board has

established policies, goals, and objectives to make certain that their goal of safety, liquidity, and

yield are not jeopardized. Included in LAIF's investment portfolio are collateralized mortgage
obligations, mortgage-backed securities, other asset backed securities, and floating rate securities
issued by Federal Agencies, government-sponsored enterprises and corporations. The monies
held in the LAIF are not subject to categorization by risk category. It is also not rated as to credit
risk by a nationally recognized statistical rating organization. LAIF is administered by the State

Treasurer and audited annually by the Pooled Money Investment Board and the State

Petty cash

Cash drawer

Sweep account

Cash in bank
Local Agency Investment Fund

400

200

527,454
414,301

7,034,977
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

JUNE 30,2021AND 2020

2. CASH AND INVESTMENTS (Continued)

Controller's Office. Copies of this audit may be obtained from the State Treasurer's Office: 915

Capitol Mall, Sacramento, California 95814.

Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization The monies held in the LAIF investment pool are not
subject to categorization by risk category. It is also not rated as to credit risk by a nationally
recognized statistical rating organization.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be able to
recover collateral securities that are in the possession of an outside party. The custodial credit
risk for investments is the risk that, in the event of the failure of the counterparty (e.g., broker-
dealer) to a transaction, a government will not be able to recover the value of its investment or
collateral securities that are in the possession ofanother party.

Restricted Cash With FiscalAgent

At June 30,2021 and2020, funds totaling $10,609,648 and $11,702,873, respectively, were held
by The Bank of New York Mellon Trust Company, N.A. in various accounts related to the
Certificates of Participation issued in December 2016 for the purpose of funding certain
improvements to the District's municipal water system.
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3. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2021 is as follows

Balance

.lune 30 2020 Additions

Capital assets not subject to depreciation

Deletions

Balance

June 30,2021

Land

Construction in progress

Total capital assets not subject to depreciation

Capital assets being depreciated

Utility plant in service

Vehicles

Computer and telephone systems

Total capital assets being depreciated

Less accumulated depreciation for:

Utility plant in service

Vehicles

Computer and telephone systems

Total accumulated depreciation

Total capital assets, net of depreciation

Balance

July l, 2020

s t,04s,264
4.345.242

$

953.406 2,944,517

$ |,045,264
3,354,131

$

5.390.506 953.406 2,944,517 4,399,39sI,

48,440,406
1,718,t38

496,386

2,805,400

73,068
583, I 37 50,662,669

I,79t,206
496,386

s0.654.930 a 878.468 583 137 52,950.261

(s83, l 37)

(29,329,84s) (1,0'74,760) (s83,137)

(27,372,284)
(t,s62,631)

(394,930)

(94 r ,281)
(6 I,868)
(71,611)

(27,730,428)
(1,624,499)

(466,s41)
(29,821,468\

$ 27.s28.188$ 26, 7 t5.591 s 3,7s7,114 $ 4,110,791

Depreciation for the year's ended June 30, 2021 and2020 was$1,074,760 and $1,048,112, respectively

4. LONG-TERMLIABILITIES

Summary of Long-Term Liabilities

Additions Deductions
Balance

June 30, 2021

Due

Within
One Year

Net OPEB Liability (Asset)

Net Pension Liability (Asset)

Compensated Absences

Certificates of Participation

$ 744,943
(74,271)

359,184

I 7,550,000

$ 1,067,9t2 $ (322,969) $

(r 1,983)

344,093

l 7,1 75,000

$

62,288
15,091

375.000 385,000

$ 18,579,856 $ 62,288 $ I,458,003 $ 17,184,141 $ 385,000

Certifi cates of Participation

In December 2016, the Mid-Peninsula Water District issued certificates of participation in the

amount of $18,570,000 to finance certain improvements to the District's municipal water system.

Principal is due annually in December and interest is payable on June I and December l. The

certificates have an interest rate of 4%o and mature on December 1, 2046. The Certificates of
Participation were issued at a premium of $938,447, which is being amortized over the life of the

debt and is recorded as deferred inflows on the statement of net position.
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4. LONG-TERM LTABTLITTES (CONTTNUED)

The annualpayments required to amortize the Certificates of Participation outstanding as of June 30,
2027, are as follows:

Year Ended

June 30, Principal Interest Total
2022

2023

2024

2025

2026

2027-2031
2032-2036
2037-2041
2042-2046

2047-2048

$ 385,000
405,000

420,000

435,000

455,000
2,550,000

3, I 05,000
3,780,000
4,605,000

$ 679,300
663,500

647,000

629,900
612,100

2,768,000
2,204,100

1,517,600

681,900

20,700

7,064,300

1,068,500

1,067,000

7,064,900

1,067,100

5,318,000
5,309,1 0o

5,297,600

5,286,900

$

035 000 055 700

_$11,17s,99!_ $ 10,424,100 s 27 599 100

5. EMPLOYBE RETIREMENT PLAN

A. Plan Description

All qualified regular employees are eligible to participate in the Mid-Peninsula Water District's
cost-sharing multiple employer defined benefit pension plan administered by the California
Public Employees' Retirement System (CaIPERS). Benefit provisions under the Plan is
established by State statute and Mid-Peninsula Water District resolution. CaIPERS issues
publicly available reports that include a full description of the pension plan regarding benefit
provisions, assumptions and membership information that can be found on the CaIPERS website.

CaIPERS provides service retirement and disability benefits, annual cost of living adjustments
and death benefits to plan members, who must be public employees and beneficiaries. Benefits
are based on years of credited service, equal to one year of full time employment. Members with
five years of total service are eligible to retire at age 50 with statutorily reduced benefits. All
members are eligible for non-duty disability benefits after 10 years of service. The death benefit
is one of the following: the Basic Death Benefit, the 1957 Survivor Benefit, or the Optional
Settlement 2W Death Benefit. The cost of living adjustments for the plan are applied as specified
by the Public Employees' Retirement Law.

17
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A. Plan Description (Continued)

The Plans' provisions and benefits in effect at June 30,2021, are summarized as follows:

Hire date

Benefit formula

Benefit vesting schedule

Benefit payments

Retirement age

Monthly benefits, as aYo of eligible compensation

Required employee contribution rates

Required employer contribution rates

Prior to On or after

January 1,2013 January 1,2013

2% @ss
5 years service

monthly for life
s0-55

2.0Yo to 2.7oh

7.000%
10.484%

2% @62
5 years service

monthly for life
52-67

1.0%to 2.5%

6.750%
7.732%

Section 2081a(c) of the California Public Employees' Retirement Law requires that the employer

contribution rates for all public employers be determined on an annual basis by the actuary and

shall be effective on the July I following notice of a change in the rate. Funding contributions for
the Plans are determined annually on an actuarial basis as of June 30 by CaIPERS. The

actuarially determined rate is the estimated amount necessary to finance the costs of benefits

earned by employees during the year, with an additional amount to finance any unfunded accrued

liability. Mid-Peninsula Water District is required to contribute the difference between the

actuarially determined rate and the contribution rate of employees.

For the years ended June 30, 2021 and 2020, the contributions recognized as part of pension

expense for the Plan were $380,386 and $307,601, respectively.

B. Pension Liabilitieso Pension Expenses and Deferred OutflowsAnflows of Resources Related to

Pensions

As of June 30, 2021 and 2020, the Mid-Peninsula Water District reported net pension liabilities
for its proportionate share of the net pension liability (asset) of ($11,983) and ($74,271),

respectively.

Mid-Peninsula Water District's net pension liability for the Plan is measured as the proportionate

share of the net pension liability. The net pension liability of the Plan is measured as of June 30,

2027, and the total pension liability for the Plan used to calculate the net pension liability was

determined by an actuarial valuation as of June 30,2019 rolled forward to June 30,2020 using

standard update procedures. Mid-Peninsula Water District's proportion of the net pension

liability was based on a projection of the District's long-term share of contributions to the

pension plan relative to the projected contributions of all participating employers, actuarially
determined. The District's proportionate share of the net pension liability for the Plan as of June

30,2021 and2020 was as follows:
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B. Pension Liabilitieso Pension Expenses and Deferred OutflowsAnflows of Resources Related to
Pensions (Continued)

Proportion - June 30,2020
Proportion - June 30,2021
Change - Increase (Decrease)

Pension contributions subsequent to measurement date

Difference between projected and actual experience

Difference between employer's contributions and
proportionate share of contributions

Change in proportion

Changes in assumptions

Net differences between projected and actual earnings on plan

investments

Total

0.040s3%
0.04130v,

0.00077%

For the year ended June 30, 2021 and2020,the District recognized pension expense of$443,870
and $2,071,089, respectively. The District reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

June 30.2021

Deferrcd Outflows
of Resources

Defened Inflows
of Resources

$ 380,386

89,770

14,910

30,780

51 749

298

12,425

$

$ 567,595 J_______J2J23

$380,386 reported as deferred outflows of resources related to contributions subsequent to the
nrcasureureut tlate will be recognizetl as a reduction of the ne[ pension liability in the year entled
June 30, 2022. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized as pension expense as follows:

Fiscal Year
Ending
June 30

2022

2023

2024

2025

2026

Thereafter

$ 42,786

61,560

45,320

24,820
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B. Pension Liabilities, Pension Expenses and I)eferred Outflows/Inflows of Resources Related to
Pensions (Continued)

June 30. 2020

Deferred Outflows
of Resources

Deferred Inflows
of Resources

Pension contributions subsequent to measurement date

Difference between projected and actual experience

Changes in assumptions

Difference between employer's contributions and

proportionate share of contributions.

Change in employer's proportion

Net differences between projected and actual earnings on plan

investments
Total

2021

2022

2023

2024

2025

Thereafter

$ $307,601

112,727

26,973

39,933

77,394

8,734

671

27,436

28,376

$ 564,628 $ 65,217

$307,601 reported as deferred outflows of resources related to contributions subsequent to the

measurement date are recognized as a reduction of the net pension liability in the current year.

Other amounts reported as deferred outflows of resources and deferred inflows of resources

related to pensions will be recognized as pension expense as follows:

Fiscal Year
Ending
June 30

$ 168,022

(t0e)
1 8,1 63

5,734
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B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions (Continued)

Actuarial Assumptions - The total pension liabilities in the June 30,2020 actuarial valuations
were determined using the following actuarial assumptions:

Miscellaneous

Valuation Date

Measurement Date

Actuarial Cost Method

Actuarial Assumptions

Discount Rate

Inflation
Projected Salary Increase

Mortality

Post-retirement benefit increase

June 30, 2019

June 30,2020
Entry-Age Normal Cost

7.15%
2.50%

Varies by Entry Age and Service

Derived using CaIERS'

Membership Data for all Funds

Contract COLA up to 2.50% until
Purchasing Power Protection

Allowance Floor on Purchasing

Power applies

The mortality table used was developed based on CalPERS-specific data. The table includes 20
years of mortality improvement using Society of Actuaries Scale BB. For more details on this
table, please refer to the April 2014 CaIPERS Experience Study and Review of Actuarial
Assumptions report based on CaIPERS demographic data from 1997 to 2011. Further details of
the Experience Study can be found on the CaIPERS website.

Discount Rate - The discount rate used to measure the total pension liability was 7.15%o and
reflects the long-term expected rate of return for the Plan net of investment expenses and without
reduction for administrative expenses. To determine whether the municipal bond rate should be

used in the calculation of a discount rate for public agency plans (including PERF C), the
amortization and smoothing periods adopted by the Board in 2013 were used. For the Plan, the
crossover test was performed for a miscellaneous agent plan and a safety agent plan selected as

being more at risk of failing the crossover test and resulting in a discount rate that would be

different from the long-term expected rate of return on pension investments. Based on the testing
of the plans, the tests revealed the assets would not run out. Therefore the long-term expected
rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability for PERF C. The crossover test results can be

found on CaIPERS website under the GASB 68 section.

The long-term expected rate of return on pension plan investments was determined using a

building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class.

21



MID-PENINSULA WATBR DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

JUNE 30,2021AND 2020

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions (Continued)

In determining the long-term expected rate of return, CaIPERS took into account both short-term
and long-term market return expectations as well as the expected pension fund cash flows. Using
historical returns of all the funds'asset classes, expected compound returns were calculated over
the short-term (first 10 years) and the long-term (11+ years) using a building-block approach.

Using the expected nominal returns for both short-term and long-term, the present value of
benefits was calculated for each fund. The expected rate of return was set by calculating the
rounded single equivalent expected return that arrived at the same present value of benefits for
cash flows as the one calculated using both short-term and long-term returns. The expected rate

of return was then set equivalent to the single equivalent rate calculated above and adjusted to
account for assumed administrative expenses.

The table below reflects the long-term expected real rate of return by asset class. The rate of
return was calculated using the capital market assumptions applied to determine the discount rate

and asset allocation. These rates of return are net of administrative expenses.

Asset Class

Current
Strategic

Allocation (a)
Real Return

Yeanl-10(b)
Real Return
Years 11+ (c)

Global Equity

Fixed Income

lnflation Assets

Private Equity

Real Estate

Liquidity

50,0%

28.0%

0.0%

8.0%

13.0%

1.0%

4.80%
1.00%

0.77%

6.30%
3.75%

0.00%

5.98%
2.62%

1.81%

7.23%

4.93%

-0.92%

(a) In the System's CAFR, Fixed Income is included in Global Debt Securities; Liquidity is included in

Short-term investments; Inflation Assets are included in both Global Equtty Securities and Global Debt

Securities.

(b) An expected inflation of 2.00o/o used for this period

(c) An expected inflation of 2.92% used for this period
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B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions (Continued)

Sensitivity of the Proportionate Share of the Net Pension Liabilily to Changes in the Discount
Rate - The following presents the District's proportionate share of the net pension liability for
each Plan, calculated using the discount rate for each Plan, as well as what the District's
proportionate share of the net pension liability would be if it were calculated using a discount
rate that is 1-percentage point lower or 1-percentage point higher than the current rate:

Discount Rate - l%
(6.1s%)

Current Discount Discount Rate + 1%

Rate (7.15%) (8 ts%)
CaIPERS Net Pension Liabilfu
Amounts held in PARS Trust

Plan's Net Pension Liability (Asset)

$ 2,861,674 $

753 970

1,',741,987

1,753,970

816,825

753 970
$

1

107 704 $ (1 1,983) $ (937,145)

Pension Plan Fiduciary Net Position - Detailed information about each pension plan's fiduciary
net position is available in the separately issued CaIPERS financial reports.

Additional Funding - The District funded a separate pension trust account through Public
Agency Retirement Services. The balance as of June 30,2021 and 2020 was $514,374 and

$1,753,971, respectively. The actuarially determined net pension liability does not account for
this additional trust account, therefore the balance of this separate trust as of the beginning of the

fiscal year is subtracted from the actuarially determined net pension liability.

C. Payable to the Pension Plan

The District had no outstanding amount of contributions to the pension plan required for the year

ended June 30,2021.

6. DEF'ERRED COMPBNSATION PLAN

The District has established a deferred compensation plan in accordance with Internal Revenue Code
Section 457, whereby employees may elect to defer portions of their compensation in a self-directed
investment plan for retirement. Plan assets are invested in each individual's name with a deferred
compensation plan provider. Distributions are made upon the participant's termination, retirement,
death or total disability, and in a manner in accordance with the election made by the participant. All
employees are eligible for plan participation. The District offers two plans, one with Lincoln Life
and the other with ICMA-RC.

The District believes it 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 has formally established a trust
in accordance with Internal Revenue Code Section45T(g) to provide protection from the claims of
the employer's general creditors. Accordingly deferred compensation assets placed in the trust are not
reflected in these financial statements.

$
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC F'INANCIAL STATEMENTS

JUNE 30,2021AND 2020

7. OTHER POSTBMPLOYMENT BENEFITS (OPEB)

A. Plan Description

The District provides a single-employer defined benefit postemployment health care plan (the

Plan) for all employees who terminate or retire from the District after achieving age 50 with at

least 20 years of service. For employees hired before June 28, 2008, District-paid benefits are

available to eligible beneficiaries. The General Manager position qualifies for
postemployment healthcare benefits after 7 t/z years of service with the District per the

employment agreement.

B. Funding Policy

The District has an agreement with the Public Agency Retirement Services (PARS) to be the

Trust Administrator to the PARS Public Agencies OPEB Trust Plan. The amount to be

contributed to the trust is determined annually by the board of directors.

C. Benefits Provided

Depending on the employee's placement within the tiered system, the District's plan provides

healthcare benefits for retirees and their dependents, or retirees only. Benefits are provided

through a third-party insurer and the full cost of the benefits is covered by the plan.

D. Employees Covered by Benefit Terms

At June 30,2021, the following employees were covered by the benefit terms

Inactive employees or beneficiaries currently receiving benefit payments

Inactive employees entitles to but not yet receiving benefit payments

Active employees

5

19

24
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC F'INANCIAL STATEMENTS

JUNE 30,2021AND 2020

E. Net OPEB Liability

The District's net OPEB liability was measured as of June 30, 2021, and the total OPEB
liability used to calculate the net OPEB liability was determined by an actuarial valuation as

ofthat date.

Actuarial assumptions. The total OPEB liability in the June 30,2021 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement, unless otherwise specified:

Salary Increases

Inflation
Investment rate of return
Healthcare cost trend rate

3.00%
2.2s%
5.5o/o, neI of OPEB plan investment expense

Healthcare costs were assumed to increase according to

the following schedule:

FYB Medical/Rx Dental/Vrsion

2019

2020
2021+

7.0%
6.0%

s.0%

4.0%

4.0%
4.0%

Mortality rates were based on the RP-2014 Employee and Healthy Annuitant Mortality
Tables for Males or Females, as appropriate, projected using a generational projection
based on 100% of scale MP-2016 for years 2014 through 2029,50% of MP -2016 for years
2030 through2049, and20o/o of MP-2016 for 2050 and thereafter.

F. Discount Rate

The long-term expected rate of return (LTROR) on OPEB plan investments of 5.50% was
determined by PARS and HighMark using a building-block method in which best-estimate
ranges of expected future real rates of return (expected returns, net of OPEB plan investment
expense and inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected inflation.

The discount rate of 5.50% is based on the long-term rate of return. It was determined that the
LTROR was an appropriate basis for selection of the discount rate based on the results of a
cross-over test performed by the plan's actuaries, Pacific Crest Actuaries, as of the valuation
date, which shows that plan assets, together with expected future contributions, will be
sufficient to pay all expected future benefits.
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC F'INAI\CIAL STATEMENTS

JUNE 30,2021AND 2020

G. Changes in the Net OPEB Liability

Balances at June 30,2020

Changes for the year:

Service cost

Interest

Differences between expected and

actual experience

Changes of assumptions

Contributions - employer

Net investment income

Differences between expected and

actual investment income

Benefit payments

Administrative expense

Net changes

Balances at June 30,2021

$ 3,474,604 $ 2,729,661 S 744,943

Increase (Decrease)
Total OPEB

Liability
(a)

Plan Flduciary
Net Position

ft)

Net OPEB
Liability (Asset)

(a) - ft)

89,496

194,087

(3,676)

(66,803)

749,216
168,409

447,954
(66,803)

07.760)

89,496

194,087

(3,676)

(749,216)
(168,409)

(447,954)

17 760

2t3 104

$3 687 708$4
281 016 (r.067,912)
010 677 $ (3 22.969)

H. Sensitivity of the Net OPBB Liability to Changes in the Discount Rate

The following presents the net OPEB liability of the District, as well as what the District's net

OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point

lower (4.5 percent) or 1-percentage-point higher (6.5 percent) than the current discount rate:

17o Decrease

4.5o/o\(
Discount Rate

(5.5"h\
17o Increase

(6.5o/o)

Net OPEB liability (asset) s 289,666 $ (322,969) $ (815,329)
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MID.PENINSULA WATER DISTRICT

NOTES TO THE BASIC F'INANCIAL STATBMENTS

JUNE 30,2021AND 2020

I. Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend Rates

The following presents the net OPEB liability of the District, as well as what the District's net
OPEB liability would be if it were calculated using healthcare cost trend rates that are 1-

percentage-point lower (5 percent decreasing to 4 percent) or l-percentage-point higher (7
percent decreasing to 6 percent) than the current healthcare cost trend rates:

17o Decrease (6"h
decreasing to 4o/ol

Net OPEB liability (asset) $ (906,912)

J. OPEB plan fiduciary net position

Detailed information about the OPEB plan's fiduciary net position is available in the separate
PARS financial report issued and presented annually to the board of directors.

K. OPEB Expense and I)eferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ended June 30. 2021.the District recognized OPEB expense of $38.497. At June

30, 2021, the District reported deferred outflows of resources and defened inflows of
resources related to OPEB from the following sources:

Healthcare Cost
Trend Rates (77o 17o Increase (8"/"
decreasing to 5olo) decreasing to 67o)

$ (322,969) S 420,120

Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Differences between expected and actual experience

Changes of assumptions

Net difference between projected and actual return on OPEB
plan investments

Total

Year ended June 30

$ g 124,407

91,561

29,748 377 273

$ 121,309 _$____r9u!9_

Amounts reported as deferred outflows of resources and deferred inflows of resources related
to OPEB will be recognized in OPEB expense as follows:

Total Deferred
Outflons/(Inflows)

of Resources

2021

2022

2023

2024

2025

Thereafter

Total

$

$

$

$

(94,437)

(e8,564)

(8e, l 08)

(97,651)

(6r 1)

$ (380"371)

27



MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC F'INANCIAL STATEMENTS

JUNE 30,2021AND 2020

L. Payable to the OPEB Plan

At June 30,2021, the District had no outstanding amount of contributions payable to the plan

8. JOINTLY GOVERNED ORGANIZATIONS

The District is a member of two jointly governed organizations. The District is a member of the

Association of California Water Agencies Joint Powers Insurance Authority (ACWA JPIA) which
provides employee benefits coverage for medical, dental, vision, life and disability. The District is
also a member of Bay Area Water Supply & Conservation Agency (BAWSCA) which purchases

water on a wholesale basis from the San Francisco regional water system for its members.

ACWA JPIA and BAWSCA are governed by a Board consisting of representatives from member

agencies. The Board controls the operations, including selection of management and approval of
operating budgets, independent of any influence by the member agencies beyond their representation

on the Board. Each member agency pays a contribution or assessment commensurate with the level
of coverage and services requested and shares surpluses and deficits proportionate to their
participation in the joint powers authority. Full financial statements are available separately from
ACWA JPIA and BAWSCA. Condensed information for ACWA JPIA and BAWSCA for the years

ended September 30,2020 and June 30,2020, respectively, is as follows:

ACWA JPIA
September 30,2020

BAWSCA
June 30 2020

$ $Total Assets

Total Deferred Outflows

Total Liabilities

Total Deferred Inflows
Total Net Position

Total Revenues

Total Expenses

Change in Net Position

237,525,073
1,054,750

113,075,164
1,817,452

123,687,207

197,639,443

172,886,738
24,752,705

314,836,404
414,943

296,502,834

121,560
18,626,953

32,615,252
30,400,086

2,215,166

9. COMMITMENTS

Purchase commitment

The District entered into an agreement with the City and County of San Francisco to purchase water
to be delivered to the District's customers. This is a25 year agreement that was effective July 1,

2009 and ends on June 30, 2034.The cost of purchasing water through this agreement represented

approximately 49Yo and 50oh of the District's operating costs for the years ended June 30, 2021 and

2020, respectively.
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MID-PENINSULA WATER DISTRICT

NOTES TO THE BASIC T'INANCIAL STATEMENTS

JUNE 30,202t AND 2020

10. LEASE REVENUES

The District contracted with five different companies to lease land for communication towers on
District-owned properties. The agreements are for multiple years and require monthly payments
based on the contracted amounts. Lease revenues for the years ended June 30. 2021 and2020 totaled
$ 1 59,595 and $233,920, respectively. A schedule of future lease revenues was not available as of the
date of these financial statements.

11. SUBSEQUENT EVENTS

District management has evaluated its June 30, 2021 frnancial statements for subsequent events
through DATE, the date the financial statements were available to be issued. Management is not
aware of any subsequent events that would require recognition or disclosure in the financial
statements.
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MID-PENINSULA WATER DISTRICT

SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE
OF THE NET PENSION LIABILITY

JUNE 30,2021

Fiscal Year(t)
June 30, 2014 June 30, 2015 June 30, 2016 June 30, 2017 June 30, 2018 June 30, 2019 June 30, 2020

Proportion of the net pension liability

Proportionate share ofthe net pension liability (asset)

Covered-employee payroll 1z;

Proportionate share ofthe net pension liability as percentage

of covered-employee payroll

Plans fiduciary net position as a percentage ofthe total
pension liability
Proportionate share of aggregate employer contributions (3)

0.04525o/o

$ r,r 18,234

$ r,178,386

94.90%

0.04059o/o

s l,r 13,540

$ 1,4s7,920

76.38o/o

0.03995%

s r,387,977

$ 1,565,0s1

88.69V"

$

7 5.41o/o

133,318

0.0403r%
$ 1,588,940

$ 1,628,722

0.03991%

$ 1,503,970

$ 1,677,384

0.04053o/o

s (74,271)

$ r,762,962

0.04130%

$ (r I,e83)

s 1,796,037

-0.67"/o

73.12o/o

354,023$ $ $ $ $

77.060

I 01,596

79.890/o

107,s44

97.560/o

7 5 .410/o

I 53,703

89.66Yo

77.69%
r70,970

-4.21V"

77.730/o

210,237 S

(l) Historical information is required only for measurement periods for which GASB 68 is applicable.
(2) Covered-employee payroll represented above is based on pensionable earnngs provided by the employer.

during the measurement period.
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MID-PENINSULA WATER DISTRICT

SCHEDULE OF PENSION CONTRIBUTIONS

JUNE 30,2021

2013-14 20t4-15 2015-16

Actuarially Determined Contribution 1zy

Contributions in relation to the actuarially determined contributions (z)

Contribution deficiencey (excess)

Covered-employee payroll 1:,a;

Contributions as a percentage of covered-employee payroll py

$ r86,823

( r 86.823)

$ r,178,386

15.85o/o

s 189,429
(203.461\

s 1,457,920

12.99o/"

$ 213,992

(204.748)

$ 1,565,051

13.67Vo

Fiscal Year(r)

2016-17

s 244,660 $

(248.731)

s 1,628,722

15.02o/o

2017-18

266,231

( r.866.23 r )

s 1,677,384

7 5.87o/o

20r8-r9

s 313,615
(307.601)

$ 1,762,962

17.79o/o

2019-20

$ 298,100

(307.60 I )

s r,796,037

16.60"/o

$ $ (14,032) $ 9,244 $ (4,071) $ (r,600,000) $ 6,014 $ (9,s01)

(r) Historical information is required only for measurement periods for which GASB 68 is applicable.

(3) Covered-employee payroll represented above is based on pensionable earnings provided by
(a) Payroll from prior year was assumed to increase by the 3.00 percent payroll growth
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MID.PENINSULA WATER DISTRICT

SCHEDULB OF CHANGES IN THE NET OPEB LIABILITY AND RELATBD RATIOS

JUNE 30,2021

2018 2019 2020 2021

Total OPEB liability
Service cost

Interest

Changes of benefit terms

Differences between expected and actual experience

Changes of assumptions

Benefit payments

Net change in total OPEB liability
Total OPEB liability - beginning

Total OPEB liability - ending (a)

Plan fiduciary net position
Contributions - employer

Net investment income

Differences between expected and actual investment income

Benefit payments

Administrative expense

Net change in plan fiduciary net position
Plan fiduciary net position - beginning
Plan fiduciary net position - ending (b)

District's net OPEB liability - ending (a) - (b)

Plan fiduciary net position as a percentage of the total OPEB
liability

Covered-employee payroll

District's net OPEB liability as a percentage of covered-

employee payroll

$ 3,175,377 $ 3,310,376 $ 3,474,604 $ 3,687,708

$ r00,557

162,026

$ 103,576

r 70,863

$ 86,889

185,027

(r 82,016)

137,343

63.0 I 5)

$ 89,496

194,087

(3,676)

too,so:l(65,392) (139,440)

197,191

2,978,186

134,999

3,175,377

164,228

3,310,376

213,104

3"474"604

$ 599,502

39,388
$ 1,264,440

171,926
$ 63,01 5 $

145,068
(42,701)
(63,0 l 5)

fl 4.1 93)

7 49,216
1 68,409
447,954
(66,803)

07.760)
(65,392) (139,440)
(2,698) (5,038)

570,800 1,29r,888
778,799 1,349,599

88, I 74

2,641,487

1,281,016
2,729,661

$ 1,349,599 $ 2,641,487 $ 2,729,661 $ 4,010,677

$ 1,825,778 $ 668,889 $ 744,943 $ (322,969)

43o/o

$ r,695,877

80Yr

$ 1,677,384

366Vo

$ 2,069,385

-1242yo

$ 2,131,467

108% 40Yo 360/o -l5Yo
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MID-PENINSULA WATER DISTRICT

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

JUNE 30,2021

1. PURPOSE OF SCHEDULES

A Schedule of District's Proportionate Share of the Net Pension Liabilitv

Changes of Assumptions

No changes of assumption

Fiscal year 2075 was the first year of implementation, therefore only seven years are shown.

B - Schedule of Pension Contributions

If an employer's contributions to the plan are actuarially determined or based on statutory or
contractual requirements, the employer's actuarially determined contribution to the pension
plan (or, if applicable, its statutorily or contractually required contribution), the employer's
actual contributions, the difference between the actual and actuarially determined
contributions (or statutorily or contractually required), and a ratio of the actual contributions
divided by covered-employee payroll.

C Schedule of the Chanses in the Net OPEB Liabilitv and Related Ratios

Benefit changes. There were no benefit changes during the year.

Change of assumptions. There were no changes of assumptions during the year

Fiscal year 2018 was the first year of implementation, therefore only four years are shown.
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MID-PENINSULA WATER DISTRICT

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

JUNE 30,2021

1. puRposE oF SCHEDULES (CONTTNUED)

Methods and assumptions used to determine contribution rates:

Actuarial cost method

Amortization method

Amortization period

Asset valuation method

Healthcare cost trend rates

Salary increases

Investment rate of return

Retirement age

Mortality

Entry age

Level percent of pay

30 years

Fair value

7 .0%o for 2019-20, decreasing to 5.0Yo for 2021-22 and after

3.00%

5.50oA, net of OPEB plan investment expense

Retirement ages are based on the following table:

Percent

50

5l
52

53

54

55

56

57

58

59

60

6l
62

63

64

65

2.0%

3.0%
4.0%

5.0%

6.0%
8.0%
10.0%

12.0%

14.0%

16.0%

18.0%

20.0%

21.0%

22.0%
24.0%

100.0%

Pre-retirement - RP-2014 Employee Mortality, projected

using a generational projection based on 100% of scale MP-
2016 for years 2014 through 2029, 50yo of MP-2016 for
years 2030 througfr 2049 and20Yo of MP-2016 for 2050

and thereafter.

36



OTHER INDEPENDENT AUDITOROS REPORT



James Marta & Company LLP
C e rtiJied P u b lic Ac c o untants

Accounting, Auditing, Consulting, und Tsx

REPORT ON INTERNAL CONTROL OVER F'INANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF F'INANCIAL

STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AADITING STANDARDS

Independent Auditor's Report
Board of Directors
Mid-Peninsula Water District
Belmont, California

We have audited, 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, the financial statements of Mid-Peninsula Water
District (the "District"), as of and for the years ended June 30, 2021 and2020, and the related notes to
the financial statements, which collectively comprise the District's basic financial statements, and have
issued our report thereon dated DATE.

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.

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 wechtess is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity's financials statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency or a combination of deficiencies in internal control that is less

severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identit/ all deficiencies in internal control over
financial reporting that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. Given these limitations, during
our audit we did not identiff any deficiencies in internal control over financial reporting that we consider
to be material weaknesses. However, material weaknesses may exist that have not been identified.

701 Howe Avenue, Suite E3 Sacramento, CA 95825 (916)993-9494 fax(916)993-9489
wwwjnmcpa.com dbecker@jprncpa.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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, 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.

DRAFT
James Marta & Company LLP
Certifi ed Public Accountants
Sacramento, Cal ifornia
DATE
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James Marta & Company LLP
C e rtiJie d P ub lic Acco untants

Accounting, Aaditing, Consulting, und Tox

COMMUNICATION WITH THOSE CHARGED
WITH GOVBRNANCE

DATE

To the Board of Directors
Mid-Peninsula Water District
Belmont, California

We have audited the financial statements of Mid-Peninsula Water District as of and for the years ended

June 30, 2021 and2020 and have issued our report thereon dated DATE. 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 December 7,2016, our responsibility, as described by
professional standards, is to form and express an opinions about whether the financial statements that have

been prepared by management with your oversight are presented fairly, in all material respects, in
conformity 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 intemal control of Mid-Peninsula Water

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 identifoing other matters to
communicate to you.

We have provided management recommendations noted during our audit in a separate letter to you dated

DATE.

Planned Scope and Timing of the Audit

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

Compliance with All Ethics Requirements Regarding Independence

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

701 Howe Avenue Suite E3, Sacramento, California 95825 Phone: (916) 993-9494
e-mail: imarta@jpmcpa.com wwwjpmcpa.com

Fax: (916) 993-9489
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Qualitative Aspects of the Entity's Siguifica4t Accoultiug Practices

S igniJi c ant A c c ount ing P olici es

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by Mid-Peninsula Water District is included in Note 1 to the
financial statements. There have been no initial selection of accounting policies and no changes in
significant accounting policies or their application during the fiscal year ended June 30, 2021. No matters
have come to our attention that would require us, under professional standards, to inform you about (1) the
methods used to account for significant unusual transactions and (2) the effect of significant accounting
policies in controversial or emerging areas for which there is a lack of authoritative guidance or consensus.

S ignifi c ant A c c ount ing Est im at es

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 the net OPEB liability, the
net pension liability and related defened inflows and outflows.

Management's estimate of the net OPEB liability, the net pension liability and related deferred inflows and
outflows are based on actuarial studies performed by independent third parties. We evaluated the key
factors and assumptions used to develop the estimates and determined that it is reasonable in relation to the
basic financial statements taken as a whole and in relation to the applicable opinion units.

F inanci al St at em ent D is cl osur es

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 are those related to the net pension liability.

Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the performance of the
audit.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that we believe are trivial, and communicate
them to the appropriate level of management. Further, professional standards require us to also
communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of
transactions, account balances or disclosures, and the financial statements as a whole and each applicable
opinion unit. We did not identifu any uncoffected misstatements as a result of our audit.

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. The attached (See

attachment B) schedule of audit adjustments were identified as a result of our audit procedures were
brought to the attention of, and corrected by, management.
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Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,

whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter,

which could be significant to Mid-Peninsula Water 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 DATE.

Management's Consultations with Other Accountants

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

accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with Mid-Peninsula Water District, we generally

discuss a variety of matters, including the application of accounting principles and auditing standards,

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

Mid-Peninsula Water District's auditors.

New Accounting Standards

See Attachment A

This report is intended solely for the information and use of the Board of Directors and management of
Mid-Peninsula Water District and is not intended to be and should not be used by anyone other than these

specified parties.

DRAFT

James Marta & Company LLP
Certifi ed Public Accountants
Sacramento, California
DATE
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Attachment A - New and Upcoming Changes in Accounting Standards

The following pronouncements of the Governmental Accounting Standards Board (GASB) have
been released recently and may be applicable to the District in the near future. We encourage
management to review the following information and determine which standard(s) may be
applicable to the District. For the complete text of these and other GASB standards, visit
www.gasb.org and click on the "Standards & Guidance" tab. If you have questions regarding the
applicability, timing, or implementation approach for any of these standards, please contact your
audit team.

GASB Statement No.87, Leases
Effective.for the fiscal year ending June 30, 2022

The objective of this Statement is to better meet the information needs of financial statement
users by improving accounting and financial reporting for leases by governments. This Statement
increases the usefulness of governments' financial statements by requiring recognition of certain
lease assets and liabilities for leases that previously were classified as operating leases and
recognized as inflows of resources or outflows of resources based on the payment provisions of
the contract. It establishes a single model for lease accounting based on the foundational principle
that leases are financings of the right to use an underlying asset. Under this Statement, a lessee is
required to recognize a lease liability and an intangible right-to-use lease asset, and a lessor is
required to recognize a lease receivable and a deferred inflow ofresources, thereby enhancing the
relevance and consistency of information about govemments' leasing activities.

The District is currently assessing the financial statement impact of GASB 87

GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a
Construction Period
Effictive for the fiscal year ending June 30, 2022

This Statement establishes accounting requirements for interest cost incurred before the end of a
construction period. Such interest cost includes all interest that previously was accounted for in
accordance with the requirements of paragraphs 5-22 of Statement No. 62, Codification of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and
AICPA Pronouncements, which are superseded by this Statement. This Statement requires that
interest cost incurred before the end of a construction period be recognized as an expense in the
period in which the cost is incurred for financial statements prepared using the economic
resources measurement focus. As a result, interest cost incurred before the end of a construction
period will not be included in the historical cost of a capital asset reported in a business-type
activity or enterprise fund.

This Statement also reiterates that in financial statements prepared using the current financial
resources measurement focus, interest cost incurred before the end of a construction period
should be recognized as an expenditure on a basis consistent with governmental fund accounting
principles.

The District is currently assessing the financial statement impact of GASB 89
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GASB Statement No. 91, Conduit Debt Obligations
Effective for the fiscal year ending June 30, 2023

The primary objectives of this Statement are to provide a single method of reporting conduit debt

obligations by issuers and eliminate diversity in practice associated with (1) commitments
extended by issuers, (2) arrangements associated with conduit debt obligations, and (3) related
note disclosures. This Statement achieves those objectives by clarifl,ing the existing definition of
a conduit debt obligation; establishing that a conduit debt obligation is not a liability of the issuer;

establishing standards for accounting and financial reporting of additional commitments and

voluntary commitments extended by issuers and arrangements associated with conduit debt
obligations; and improving required note disclosures.

We do not expect this standard to have any significant impact on the District.

GASB Statement No.92, Omnibus 2020
Effective dates vary

The objectives of this Statement are to enhance comparability in accounting and financial
reporting and to improve the consistency of authoritative literature by addressing practice issues

that have been identified during implementation and application of certain GASB Statements.

This Statement addresses a variety of topics and includes specific provisions about the following:

The effective date of Statement No. 87, Leases, and Implementation Guide No. 2019-3,
Leases, for interim financial reports - Effictive for the fiscal year ending June 30, 2022

Reporting of intra-entity transfers of assets between a prirnary government employer and

a component unit defined benefit pension plan or defined benefit other postemployment
benefit (OPEB) plan - Effective for the fiscal year ending June 30, 2022

The applicability of Statements No. 73, Accounting and Financial Reportingfor Pensions
and Related Assets That Are Not within the Scope of GASB Statement 68, and
Amendments to Certain Provisions of GASB Statements 67 and 68, as amended, and No.
74, Financial Reportingfor Postemployment Benefit Plans Other Than Pension Plans, as

amended, to reporting assets accumulated for postemployment benefits - Effective for the

fiscal year ending June 30, 2022

The applicability of certain requirements of Statement No. 84, Fiduciary Activities, to
postemployment benefit arrangements - Effective for the fiscal year ending June 30,

2022
Measurement of liabilities (and assets, if any) related to asset retirement obligations
(AROs) in a government acquisition - Effective for the government acquisitions
occurring in reporting periods beginning after June 15, 2021

Reporting by public entity risk pools for amounts that are recoverable from reinsurers or
excess insurers - Effectivefor thefiscal year ending June 30, 2022

Reference to nonrecurring fair value measurements of assets or liabilities in authoritative
literature - Effective for the fiscal year ending June 30, 2022
Terminology used to refer to derivative instruments . * Effective for the fiscal year ending
June 30, 2022

a

a

a

a

a

a

a

a

The District is currently assessing the financial statement impact of GASB 92
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GASB Statenrent Nu.93, Replaccrttent of Intcrbank Offeled Rates
Effectivefor thefiscal year endingJune 30, 2022

The objective of this Statement is to address those and other accounting and financial reporting
implications that result from the replacement of an IBOR. This Statement achieves that objective
by:

Providing exceptions for certain hedging derivative instruments to the hedge accounting
termination provisions when an IBOR is replaced as the reference rate of the hedging
derivative instrument's variable payment

Clarifuing the hedge accounting termination provisions when a hedged item is amended

to replace the reference rate

Clarif ing that the uncertainty related to the continued availability of IBORs does not, by
itself, affect the assessment of whether the occurrence of a hedged expected transaction is
probable
Removing LIBOR as an appropriate benchmark interest rate for the qualitative evaluation
of the effectiveness of an interest rate swap

Identifl,ing a Secured Overnight Financing Rate and the Effective Federal Funds Rate as

appropriate benchmark interest rates for the qualitative evaluation of the effectiveness of
an interest rate swap

Clariflring the definition of reference rate, as it is used in Statement 53, as amended

Providing an exception to the lease modifications guidance in Statement 87, as amended, for
certain lease contracts that are amended solely to replace an IBOR as the rate upon which variable
payments depend.

We do not expect this standard to have any significant impact on the District.

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability
Payment Arrangements
Effective.for the fiscal year ending June 30, 2023

The primary objective of this Statement is to improve financial reporting by addressing issues
rclatcd to public-privatc and public-public partncrship orrongements (PPPs). As used in this
Statement, a PPP is an arrangement in which a government (the transferor) contracts with an

operator (a governmental or nongovernmental entity) to provide public services by conveying
control of the right to operate or use a nonfinancial asset, such as infrastructure or other capital
asset (the underlying PPP asset), for a period of time in an exchange or exchange-like transaction.
Some PPPs meet the definition of a service concession arrangement (SCA), which the Board
defines in this Statement as a PPP in which (1) the operator collects and is compensated by fees

from third parties; (2) the transferor determines or has the ability to modif,, or approve which
services the operator is required to provide, to whom the operator is required to provide the
services, and the prices or rates that can be charged for the services; and (3) the transferor is

entitled to significant residual interest in the service utility of the underlying PPP asset at the end

of the arrangement.

o

a

a

a

a

a
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This Statement also provides guidance for accounting and financial reporting for availability
payment affangements (APAs). As defined in this Statement, an APA is an arrangement in which
a government compensates an operator for services that may include designing, constructing,

financing, maintaining, or operating an underlying nonfinancial asset for a period of time in an

exchange or exchange-like transaction.

We do not expect this standard to have any significant impact on the District

GASB Statement No. 95, Postponement of the Effective I)ates of Certain Authoritative
Guidance
Effective immediately

The primary objective of this Statement is to provide temporary relief to governments and other

stakeholders in light of the COVID-19 pandemic. That objective is accomplished by postponing

the effective dates of certain provisions in Statements and Implementation Guides that first
became effective or are scheduled to become effective for periods beginning after June 15, 2018,

and later.The effective dates of the preceding statements have been updated to reflect the impact

of the issuance of GASB 95.

The District is currently assessing the financial statement impact of GASB 95

GASB Statement No.96o Subscription-Based Information Technology Arrangements
Effictive for the fiscal year ending June 30, 2023

This Statement provides guidance on the accounting and financial reporting for subscription-

based information technology arrangements (SBITAs) for government end users (governments).

This Statement (1) defines a SBITA; (2) establishes that a SBITA results in a right-to-use
subscription asset-an intangible asset-and a corresponding subscription liability; (3) provides

the capitalization criteria for outlays other than subscription payments, including implementation
costs of a SBITA; and (4) requires note disclosures regarding a SBITA. To the extent relevant,

the standards for SBITAs are based on the standards established in Statement No. 87, Leases, as

amended.

We do not expect this standard to have any significant impact on the District.

GASB Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans
Effective for the fiscal year ending June 30, 2021

The primary objectives of this Statement are to (1) increase consistency and comparability related

to the reporting of fiduciary component units in circumstances in which a potential component

unit does not have a governing board and the primary government performs the duties that a

governing board typically would perform; (2) mitigate costs associated with the reporting of
certain defined contribution pension plans, defined contribution other postemployment benefit
(OPEB) plans, and employee benefit plans other than pension plans or OPEB plans (other

employee benefit plans) as fiduciary component units in fiduciary fund financial statements; and

(3) enhance the relevance, consistency, and comparability of the accounting and financial
reporting for Internal Revenue Code (IRC) Section 457 deferred compensation plans (Section 457

plans) that meet the definition of a pension plan and for benefits provided through those plans.

We do not expect this standard to have any significant impact on the District.
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Attachment B

Adjusting Journal Entries

Account Description Debit Creclit

Adjusting Journal Entries JE # 1

,.i ii: .,jir, ;r1;llrLi (i; iiri.tr.trl.t .ltirll, ,r[]rj ril I t.li.i..ili.tr: iij (,i.i:,

;,tiiil'ji.:.]:iil:/.i,i:1il{.lrtllil i,ir/,lilLlr ri,liirlr )l1,r Jr,l:i,,lii ,,tiii,.): ,t).1.1t.,.1/.1;.

7

7

7

7

7

T

40'11

4020
404'l
4042

601 1

3950

2071
1 890

2996
6055

4102.1
1042

1 891

2072
6053
2999

1,068.00
233.00

30.00
35.00

2,608.00

Water Charges
Fircd System Charges
Late Fees
48 Hour Notice Fees
Salaries & Waqes
Prior Period Adiustment

Deferred lnfloue
Deferred Outfloua
Net Pension Liability
Net Pension Ereense

lnterest Revenue- Laif
Laif lnterest Accrual

Deferred Outfloue - OPEB
Net Opeb Obligation
Opeb Excense
Deferred lnfloue

3,974.00
otal 3,974.00 3,974.00

232,539.00
7

7

7

T

153,900.00
62,288.00
16,351.00

otal 232,539.00 232,539.00

2,410.00
7

2,410.00
Total 2,410.00 2,410.00

7

7

7

121,309.00
322,969.00

57,402.00
501,680.00

Total 501,680.00 50r,680.00

Reclassifying Journal Entries

None

Adjusting Journal Entries JE # 2
ir.) (1.',:,\)iiJ, .ttt't,i: I i.\ ril:rt:,j,.1{,1:tii,jrilii:litliiivl:i,tririi.l,;,,)r 'Ll r,jirilriilr,t.

Adjusting Journal Entries JE # 3
I,'1'1,illr1:riir,tilri.|tl.irt,t'ri,i.ii:i,,i.riiri.ilr,l:lri,lririil:lilri,,)rr,,!i
lr:{t; li;l,rftrlr,li

Adjusting Journal Entries JE # 4
lr..:1..'lrr',r
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fPrepared on client's letterheadl

MANAGEMENT REPRESENTATION LETTER

DATE

James Marta & Company LLP
Certifi ed Public Accountants
Sacramento, California

This representation letter is provided in connection with your audit of the Statement of Net Position, Statement of
Revenues, Expenses and Changes in Net Position and Statement of Cash Flows of Mid-Peninsula Water District as

of June 30,2021 and 2020 and for the years then ended, and the related notes to the financial statements, 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, where applicable, of the various opinion units of Mid-
Peninsula Water District in accordance with accounting principles generally accepted for governments in the United
States of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. Items are considered
material, regardless of size, if they involve an omission or misstatement of accounting information that, in the light
of surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information
would be changed or influenced by the omission or misstatement.

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 ourselves as of DATE:

Financial Statements

o We have fulfilled our responsibilities, as set out in the terms of the audit engagement dated December 7,

2016, for the preparation and fair presentation of the financial statements of the various opinion units
referred to above in accordance with U.S. GAAP.

o We acknowledge our responsibility for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or effor.

o We acknowledge our responsibility for the design, implementation, and maintenance of internal control to
prevent and detect fraud.

r We acknowledge our responsibility for compliance with the laws, regulations, and provisions of contracts
and grant agreements.

r We acknowledge that we are responsible for distributing the issued report as well as the communication
with governance letter and internal control letter to all governing board members.

o We have reviewed, approved, and taken responsibility for the financial statements and related notes.
r We have a process to track the status of audit findings and recommendations.
r We have identified and communicated to you all previous audits, attestation engagements, and other studies

related to the audit objectives and whether related recommendations have been implemented.
o Significant assumptions used by us in making accounting estimates, including those measured at fair value,

are reasonable.
r Related party 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 requires adjustment

or disclosure have been adjusted or disclosed.
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. The effects of uncorrected misstatements summarized in the attached schedule and aggregated by you
during the current engagement are immaterial, both individually and in the aggregate, to the applicable
opinion units and to the financial statements as a whole.

o The effects of all known actual or possible litigation and claims have been accounted for and disclosed in
accordance with U.S. GAAP.

r We have reviewed and approved the adjusting and reclassifoing journal entries reflected in the audit
statements and Attachment A.

. All component units, as well as joint ventures with an equity interest, are included and other joint ventures
and related organizations are properly disclosed.

. Al1 funds and activities are properly classified.
r All funds that meet the quantitative criteria in GASB Statement No. 34, Basic Financial Statements-and

Managentent's Discussion and Analysis for State and Local Governments, GASB Statement No . 37, Basic
Financial Statements-and Management's Discussion and Analysis-for State and Local Governments:
Omnibus as amended, and GASB Statement No. 65, Items Previously Reported as Assets and Liabilities,
for presentation as major are identified and presented as such and all other funds that are presented as major
are considered important to financial statement users.

r All components of net position, nonspendable fund balance, and restricted, committed, assigned, and

unassigned fund balance are properly classified and, ifapplicable, approved.
r Our policy regarding whether to first apply restricted or unrestricted resources when an expense is incurred

for purposes for which both restricted and unrestricted net positiorVfund balance are available is
appropriately disclosed and net position/fund balance is properly recognized under the policy.

. All revenues within the statement of activities have been properly classified as program revenues, general
revenues, contributions to term or permanent endowments, or contributions to permanent fund principal.

. All expenses have been properly classified in or allocated to functions and programs in the statement of
activities, and allocations, ifany, have been made on a reasonable basis.

o All interfund and intra-entity transactions and balances have been properly classified and reported.
. Special items and extraordinary items have been properly classified and reported.
r Deposit and investment risks have been properly and fully disclosed.
. Capital assets, including infrastructure assets, are properly capitalized, reported, and if applicable,

depreciated.
r All required supplementary information is measured and presented within the prescribed guidelines.
o With regard to investments and other instruments reported at fair value:

- The underlying assumptions are reasonable and they appropriately reflect management's intent and

ability to carry out its stated courses ofaction.
The measurement methods and related assumptions used in determining fair value are appropriate in
the circumstances and have been consistently applied.
The disclosures related to fair values are complete, adequate, and in accordance with U.S. GAAP.
There are no subsequent events that require adjustments to the fair value measurements and disclosures
included in the financial statements.

Information Provided

r We have provided you with:

- Access to all information, of which we are aware that is relevant to the preparation and fair
presentation ofthe financial statements ofthe 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

- Unrestricted access to persons within the entity from whom you determined it necessary to obtain audit
evidence.

o All transactions have been recorded in the accounting records and are reflected in the financial statements.
r We have disclosed to you the results of our assessment of the risk that the financial statements may be

materially misstated as a result of fraud.
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a We have no knowledge of any fiaud 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 Ilaud, affecting the entity's financial
statements communicated by employees, former employees, vendors, regulators, or others.

We have disclosed to you all known actual or possible litigation, claims, and assessments whose effects

should be considered when preparing the financial statements.

We have disclosed to you the identity of the entity's related parties and all 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.

Mid-Peninsula Water District has no plans or intentions that may materially affect the carrying value or
classification of assets and liabilities.
We have disclosed to you all guarantees, whether written or oral, under which Mid-Peninsula Water
District is contingently liable.
We have disclosed to you all nonexchange financial guarantees, under which we are obligated and have

declared liabilities and disclosed properly in accordance with GASB Statement No. 70, Accounting and
Financial Reporting for Nonexchange Financial Guarantees, for those guarantees where it is more likely
than not that the entity will make a payment on any guarantee.

For nonexchange financial guarantees where we have declared liabilities, the amount of the liability
recognized is the discounted present value of the best estimate of the future outflows expected to be

incurred as a result of the guarantee. Where there was no best estimate but a range of estimated future
outflows has been established, we have recognized the minimum amount within the range.

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
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncemenls. 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 occur that would significantly disrupt normal finances

within the next year.

We have identified and disclosed to you the laws, regulations, and provisions 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.

There 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 a basis 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 GA5B-62.

- Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by GASB-62

- Continuing disclosure consent decree agreements or filings with the Securities and Exchange

Commission and we have filed updates on a timely basis in accordance with the agreements (Rule 240,

15c2-12).
Mid-Peninsula Water District has satisfactory 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 aspects of grant agreements and other contractual agreements that would have a

material effect on the financial statements in the event of noncompliance.

a

a

a

a

a

a

a

a

a

a

a
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Required Supplementary Information

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

a. We acknowledge our responsibility for the presentation of the required supplementary information in
accordance with GASB Statement No. 68 and 75.

b. We believe the required supplementary information, including its form and content, is measured and
fairly presented in accordance with GASB standards.

c. The methods of measurement or presentation have not changed from those used in the prior period.
d. We believe the significant assumptions or interpretations underlying the measurement or presentation

of the required supplementary information, and the basis for our assumptions and interpretations, are
reasonable and appropriate in the circumstances:

Use of a Specialist

We agree with the findings of specialists in evaluating the net OPEB and net pension liability and have
adequately considered the qualifications of the specialist 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 not
otherwise aware of any matters that have had an impact on the independence or objectivity of the specialists.

Tammy Rudock, General Manager

Candy Pina, Administrative Services Manager
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James Marta & Company LLP
Certijied Public Acco untants

Accounting, Aaditing, Consulting, and Tax

MANAGEMENT LETTER

Mid-Peninsula Water District
Belmont, California

We have recently completed the audit of the financial statements of Mid-Peninsula Water District and have

issued our report thereon dated DATE. In planning and performing our audit of your financial statements for
the year ended June 30, 2021,we applied generally accepted auditing standards (GAAS) as we considered your
internal control over financial reporting as a basis for designing our auditing procedures. We did this for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness ofyour internal controls.

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 identiff all deficiencies in internal control that might be

significant deficiencies or material weaknesses. Although our audit was not designed to provide assurance on

the internal control structure and its operation, we noted certain matters in Attachment A that we are submitting
for your consideration for the improvement of the Mid-Peninsula Water District accounting and financial
reporting functions. We will be pleased to discuss these comments in further detail at your convenience,
perform any additional study of these matters, or assist you in implementing the recommendations. We will
review the status of these comments during our next audit engagement. This letter does not affect our report
dated DATE on the financial statements of the Mid-Peninsula Water District.

We believe that the implementation of these recommendations will provide Mid-Peninsula Water District with
a stronger system of internal accounting control while also making its operations more efficient. We will be

happy to discuss the details of these recommendations with you and assist in any way possible with their
implementation.

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

within the administration and is not intended to be and should not be used by anyone other than these specified
parties.

DRAFT
James Marta & Company LLP
Certified Public Accountants
DATE

701 Howe Avenue Suite E3, Sacramento, California 95825 Phone: (916) 993-9494 Fax: (916) 993-9489
e-mail: imarta@,ipmcpa.com www.ipmcpa.com



Attachment A
Current Year Recommendations

No matters were identified.

Status of Prior Year Recommendations

2013-01 Policies and Procedures

Observation:
The District does not currently have a policies and procedures manual. The only way to determine which
policies are in place for the District, someone would have to go back through all the resolutions adopted by

the Board of Directors since the formation of the District. The District does, however, have a personnel

manual.

Recommendations:
The District should create and update a policies and procedures manual and specifically address the

financial and administrative policies of the organ ization. It may be too time-consuming to go back through
all the resolutions adopted by the Board and may be more efficient to adopted new policies that would
replace any existing policies. The manual should be organized into sections so that policies pertaining to
specific areas may be easily located. The following are critical policies that should be developed in the

near term, while other policies may be added later:

1. Inventory control policies and procedures.

2. Accounts receivable recognition, bad debt allowance and write-off policies and procedures

3. Bank reconciliation preparation and review policies and procedures.

4. Board member duties and responsibilities.
5. Budgeting.
6. Travel and reimbursement policies and procedures

The District does have the following policies, however we feel it would be prudent to review and update

these policies to ensure they address all keys areas:

1. Purchasing policies to include required authorization, check signing, bid procedures and credit cards.

2. Conflict of interest policy to include current staffing and board members.

3. lnvestment policy, which should be reviewed and approved annually by the board.

4. Capitalization policies and procedures to include the methodology and lives for each category of
capital assets.

5. Records security and retention that includes and references all records and documents ofthe District.

Corrective Action Plan:
Management agrees with the recommend policy development, including policy updates. A few of the

policy recommendations will be included within the internal control policy manual presently under

development with the MPWD's consultant, Experis, Inc.

Status:
Management has developed an internal conhol policies and procedures manual that is pending finalization.
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Attachment A
2013-10 Land Lease Revenues

Observation:
The District currently has nine land lease agreements with various companies. Some ofthe leases go back
many years and the contract files do not all reflect the current terms of the agreement. In addition, there is

no process for invoicing or proper tracking for the collection ofthese revenues.

Recommendations:
Management should create a schedule ofthese leases showing the lessee, expiration date, monthly payment

amount and a reference to the actual contract. The contract files should have the most recent signed

contract and a schedule of contract terms at the front of the file. The leases should be invoiced monthly
using the QuickBooks accounting software to ensure proper tracking and prompt collection of these

revenues.

Corrective Action Plan:
Management agrees with the recommendations. Management has been auditing the contract and lease

fi les, including payment calculations.

Status:
Implemented

a
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