
























































































CALLEGUAS MUNICIPAL WATER DISTRICT 
ST ATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 

For the year ended June 30, 2010 

Capital 
General Projects Total 

Operating Revenues: 
Water sales $ 64,837,643 $ 17,441,353 $ 82,278,996 
Pumping power revenue 678,165 395,373 1,073,538 
Readiness to serve - purveyors 4,028,537 4,028,537 
Capital construction charges 1,149,179 1,149,179 
Water standby charges 1,439,530 1,439,530 

Total operating revenues 70,983,875 18,985,905 89,969,780 

Operating Expenses: 
Cost of water 62,069,976 62,069,976 
Readiness to serve - MWD 3,939,416 3,939,416 
Pumping power 964,806 964,806 
Water treatment 254,036 254,036 
Salaries and benefits 7,553,667 7,553,667 
Depreciation 8,597,335 8,597,335 
Adminitrative outside service 183,941 183,941 
Audit fees 31,462 31,462 
Board fees, benefits and travel 172,633 172,633 
Capital contributions 1,091,267 1,091,267 
Conservation 54,389 54,389 
Development review 7,795 7,795 
Emergency repairs 1,662 1,662 
Engineering 211,391 211,391 
Fuel and vehicle expense 69,200 69,200 
Government and legislative affairs 69,685 69,685 
Insurance 129,896 129,896 
Local Agency Formation Commission fees 89,629 89,629 
Legal 219,496 219,496 
Memberships 59,429 59,429 
Office supplies and postage 68,795 68,795 
Permits and fees 53,927 53,927 
Safety equipment 77,063 77,063 
Signal channels 41,633 41,633 
System maintenance 1,988,232 1,988,232 
Telephone 46,488 46,488 
Travel and training 81,164 81,164 
Utilities 252,545 252,545 
Miscellaneous 145,398 145,398 

Total operating expenses 87,435,089 1,091,267 88,526,356 
Operating income (loss) $ (16,451,214) $ 17,894,638 $ 1,443,424 

See accompanying notes to Supplementary Information 
- 42-



CALLEGUAS MUNICIPAL WATER DISTRICT 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 

For the year ended June 30, 2010 

Capital 
General Projects 

Operating income (loss) $ (16,451,214) $ 17,894,638 

Non-operating Revenues (Expenses): 
Interest income 1,756,623 3,693,128 
Tax revenue 6,391,434 
Annexation fees, net of related expenses 16,721 
Gain (loss) on sale of assets 2,417 (743,010) 
Unrealized gain (loss) on investments (595,141) (865,924) 
Other income 36,087 
Tax collection and management fees (299,645) (188,814) 
Interest and redemption expense (2,499,641) (3,662,204) 

Total non-operating revenue (expense) 4,808,855 (1,766,824) 

Income (loss) before capital contributions (11,642,359) 16,127,814 

Capital contributions 8,728,132 

Change in net assets (11,642,359) 24,855,946 

Transfers between activities 38,834,867 (38,834,867) 

Net assets, beginning of year 249,512,292 144,020,796 

Net assets, end of year $ 276,704,800 $ 130,041,875 

See accompanying notes to Supplementary Information 
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Total 

$ 1,443,424 

5,449,751 
6,391,434 

16,721 
(740,593) 

(1,461,065) 
36,087 

(488,459) 
(6,161,845) 
3,042,031 

4,485,455 

8,728,132 

13,213,587 

393,533,088 

$ 406,746,675 



CALLEGUAS MUNICIPAL WATER DISTRICT 

NOTES TO SUPPLEMENTARY INFORMATION 

Note 1 - Basis of Accounting 

For internal financial reporting purposes, the District categorizes activities either as general 
activities or capital project activities. The capital project activity consists of assets, liabilities, 
revenues and expenses attributable to the acquisition and construction of utility plant and 
equipment during the construction period. The general activity consists of all other activities of 
the District. Once assets are placed in service they are transferred from the capital projects 
activity accounts to the general activity accounts. The statement of net assets by activity and 
the statement of revenues, expenses and changes in net assets by activity are prepared on the 
accrual basis of accounting. These statements are presented for the purpose of additional 
analysis and are not intended to be a presentation in accordance with u.s. generally accepted 
accounting principles as applied to governmental enterprise funds. 
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CALLEGUAS MUNICIPAL WATER DISTRICT 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For the year ended June 30, 2010 

Federal Grantor/Pass-Through Grantor 
Program or Cluster Title 

u.s. Department ofInterior, Bureau of Reclamation 

Cooperative Agreement Regional Brine Line, 
Calleguas Municipal Water District Recycling 
Project 

ARRA - Phase 1 E, Regional Brine Line, Calleguas 
Municipal Water District Recycling Project 

Federal Cooperative Agreement Automated Flow 
Monitoring Project 

Total U.S. Department ofInterior, Bureau of 
Reclamation 

Total Expenditures of Federal Awards 

Note 1 - Basis of Presentation 

Federal CFDA 
Number 

15.534 

15.504 

15.534 

Pass-Through 
Entity 

Identifying 
Number 

R03AC35014 

R09AC35R02 

R04AC35143 

Federal 
Expenditures 

$ 21,695 

1,284,738 

300,000 

1,606,433 

$ 1,606,433 

The accompanying schedule of expenditures of federal awards includes the federal grant 
activity of Calleguas Municipal Water District and is presented on the accrual basis of 
accounting. The information in this schedule is presented in accordance with the requirements 
of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Therefore, some amounts presented in this schedule may differ from amounts presented in, or 
used in the preparation of, the basic financial statements. 
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BARTLETT, PRINGLE & WOLF, LLP 
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT 
AUDITING STANDARDS 

Board of Directors 
Calleguas Municipal Water District 
Thousand Oaks, California 

We have audited the financial statements of Calleguas Municipal Water District as of and for the year 
ended June 30, 2010 and have issued our report thereon dated October 8, 2010. We conducted our audit 
in accordance with aUditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. 

Internal Control over Financial Reporting 

In planning and performing our audit, we considered Calleguas Municipal Water District's internal control 
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness 
ofCalleguas Municipal Water District's internal control over financial reporting. Accordingly, we do not 
express an opinion on the effectiveness of Calleguas Municipal Water District's internal control over 
financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses and therefore, there can be no 
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified. 
However, as described in the accompanying Schedule of Findings and Questioned Costs, we identified 
certain deficiencies in internal control over financial reporting that we consider to be material weaknesses 
and other deficiencies that we consider to be significant deficiencies. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis. We 
consider the deficiencies described in the accompanying Schedule of Findings and Questioned Costs to be 
material weaknesses (see 2010-1,2010-2,2010-3,2010-4, and 2010-5). 

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. We consider the deficiencies described in the accompanying Schedule of Findings and 
Questioned Costs to be significant deficiencies (see 2010-6). 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Calleguas Municipal Water 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. 

We noted certain matters that we reported to management of Calleguas Municipal Water District in a 
separate letter dated November 5, 2010. 

Calleguas Municipal Water District's responses to the findings identified in our audit are described in the 
accompanying Schedule of Findings and Questioned Costs. We did not audit Calleguas Municipal Water 
District's responses and, accordingly, we express no opinion on them. 

This report is intended solely for the information and use of management, the board of directors, others 
within the entity and the Department of Interior, Bureau of Reclamation and is not intended to be and 
should not be used by anyone other than those specified parties. 

8Mf ldL) Ai13~ 'f-tU1j LLf' 
November 5, 2010 

- 47-



BARTLETT, PRINGLE & WOLF, LLP 
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH 
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT 

ON EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE 
IN ACCORDANCE WITH OMB CIRCULAR A-133 

Board of Directors 
Calleguas Municipal Water District 
Thousand Oaks, California 

Compliance 

We have audited the compliance of Calleguas Municipal Water District with the types of compliance 
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133, 
Compliance Supplement that could have a direct and material effect on each of its major federal programs 
for the year ended June 30, 2010. Calleguas Municipal Water District's major federal programs are 
identified in the summary of auditors' results section of the accompanying Schedule of Findings and 
Questioned Costs. Compliance with the requirements of laws, regulations, contracts, and grants 
applicable to each of its major federal programs is the responsibility of Calleguas Municipal Water 
District's management. Our responsibility is to express an opinion on Calleguas Municipal Water 
District's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about 
Calleguas Municipal Water District's compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. We believe that our audit provides a 
reasonable basis for our opinion. Our audit does not provide a legal determination on Calleguas 
Municipal Water District's compliance with those requirements. 

As described in item 2010-7 in the accompanying Schedule of Findings and Questioned Costs, Calleguas 
Municipal Water District did not comply with requirements regarding reporting that are applicable to its 
U.S. Department of Interior, Bureau of Reclamation, American Recovery and Reinvestment Act of 2009 
grant for the Phase IE, Regional Brine Line, Calleguas Municipal Water District Recycling Project. 
Compliance with such requirements is necessary, in our opinion, for Calleguas Municipal Water District 
to comply with requirements applicable to that program. 

In our opinion, except for the noncompliance described in the preceding paragraph, Calleguas Municipal 
Water District complied, in all material respects, with the compliance requirements referred to above that 
could have a direct and material effect on each of its major federal programs for the year ended June 30, 
2010. . 
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Internal Control over Compliance 

Management of Calleguas Municipal Water District is responsible for establishing and maintaining 
effective internal control over compliance with the requirements of laws, regulations, contracts, and grants 
applicable to federal programs. In planning and performing our audit, we considered Calleguas Municipal 
Water District's internal control over compliance with the requirements that could have a direct and 
material effect on a major federal program in order to determine our auditing procedures for the purpose 
of expressing our opinion on compliance and to test and report on internal control over compliance in 
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Calleguas Municipal Water District's internal control over compliance. 

Our consideration of internal control over compliance was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance 
that might be significant deficiencies or material weaknesses and therefore, there can be no assurance that 
all deficiencies, significant deficiencies, or material weaknesses have been identified. However, as 
discussed below, we identified a deficiency in internal control over compliance that we consider to be a 
significant deficiency. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. 

A significant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance with a type of compliance requirement of a federal 
program that is less severe than a material weakness in internal control over compliance, yet important 
enough to merit attention by those charged with governance. We consider the deficiency in internal 
control over compliance described in the accompanying Schedule of Findings and Questioned Costs as 
item 2010-8 to be a significant deficiency. 

Calleguas Municipal Water District's response to the findings identified in our audit are described in the 
accompanying Schedule of Findings and Questioned Costs. We did not audit Calleguas Municipal Water 
District's response and, accordingly, we express no opinion on them. 

This report is intended solely for the information and use of management, the board of directors, others 
within the entity and the Department of Interior, Bureau of Reclamation and is not intended to be and 
should not be used by anyone other than those specified parties. 

i!:tuIWL/A'l1U f-ta~/""Lf' 
November 5,2010 
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CALLEGUAS MUNICIPAL WATER DISTRICT 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the year ended June 30, 2010 

Section I - Summary of Auditor's Results 

Financial Statements 

Type of auditor's report isslJed: 

Internal control over financial reporting: 

• Material weaknesses identified? 

• Significant deficiency identified? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 

• Material weaknesses identified? 

• Significant deficiency identified? 

Type of auditor's report issued on compliance for 
major programs: 

Any audit findings disclosed that are required to be 
reported in accordance with Section 510(a) ofOMB 
Circular A-133? 

Identification of major programs: 

Unqualified 

X Yes 

X Yes 

___ Yes 

Yes ---

X Yes 

Unqualified 

X Yes 

CFDA Number Name of Federal Program or Cluster 
15.504 U.S. Department ofInterior, Bureau of Reclamation 

No ---

___ No 

X No 

X No 

___ None Reported 

___ No 

ARRA - Phase 1 E, Regional Brine Line, Calleguas Municipal Water 
District Recycling Project 

15.534 U.S. Department ofInterior, Bureau of Reclamation 
Federal Cooperative Agreement Automated Flow Monitoring Project 

Dollar threshold used to distinguish between type A and type B programs: $300,000 

Auditee qualified as low-risk auditee? X Yes No ---
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CALLEGUAS MUNICIPAL WATER DISTRICT 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the year ended June 30, 2010 

Section II - Financial Statement Findings 

2010-1 Budgeting and Internal Financial Reporting 

Finding: 

During the audit we noted that the District does not budget for all activities of the District. In 
addition, we noted that management does not prepare internal financial statements including 
budget to actual analysis and present the information to the board of directors. Review of 
internally prepared financial statements, at least quarterly, is an essential element of a properly 
designed system of internal controls. We suggest that the District prepare an annual budget that 
includes all activities of the District. In addition, we suggest that the District prepare internal 
financial statements that include budget to actual results and that these statements are reviewed, 
at least quarterly by management and the board of directors. 

Management's Response: 

Prior to the audit, it was identified that the District did not prepare its annual budget to reflect 
all activities of the District. Commencing with the 2010-2011 fiscal year, the District prepared 
an annual budget that reflects all material activities of the District. Further, commencing with 
the July 2010 financial statements, the District prepares and reviews both internally and with 
the Board its monthly financial performance, including a review versus budget. 

2010-2 Capitalization of Interest 

Finding: 

Generally accepted accounting principles require interest expense be capitalized during the 
period of acquisition of capital assets, when an entity accounts for activities in an enterprise 
fund. The Financial Accounting Standards Board Accounting Standards Codification (F ASB 
ASC) topic Interest governs the accounting standards to be used when the acquisition of capital 
assets are funded through tax-exempt borrowings or through other District resources. During 
the audit we noted that interest has not been capitalized during the acquisition period of capital 
assets as required by generally accepted accounting principles. The amount of capitalized 
interest for the years ended June 30, 2010 and 2009 was $1,142,625 and $2,747,177. We 
suggest that the District put into place a process by which capital projects, and the source of 
funding used, are identified, and interest is capitalized, if applicable. 

Management's Response: 

It is agreed that in prior years, the District relied upon the results of the annual audit to account 
for capitalized interest. Commencing in July 2010, the District put in place a monthly review 
of capital projects, where formerly it was only an annual review. This monthly review will 
identify those capital projects that are completed, their sources of funding and determine the 
proper interest component for capitalization. 
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CALLEGUAS MUNICIPAL WATER DISTRICT 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the year ended June 30, 2010 

2010-3 Accounting/or 2003 Series A Revenue Bonds 

Finding: 

During our testing of the District's debt, we noted that the 2006 Series A Refunding Revenue 
Bonds (2006 Series A) were issued for the purpose of an advance refunding of a portion of the 
2003 Series A Revenue Bonds (2003 Series A). When the 2006 Series A bonds were issued, 
the transaction should have been accounted for as an in substance defeasance of a portion of the 
2003 Series A bonds, but was recorded as a normal bond issuance. We suggest that the District 
put in place procedures so that the accounting for bond transactions is properly reviewed by an 
individual familiar with generally accepted accounting principles so that all transactions are 
properly recorded. 

Management's Response: 

Prior to June 2010, the District did not have in place a resource familiar with defeasance. This 
has been remedied and accounting for the District's bond transactions will continue forward in 
accordance with generally accepted accounting principles. 

2010-4 Accounting/or Accrued Interest Receivable 

Finding: 

During our testing of investments we noted that accrued interest receivable was understated in 
the current and prior years. We suggest that the District put in additional controls to ensure that 
all investment related transactions are properly recorded. In addition, we suggest that staff 
responsible for accounting for investments receive additional training in recognizing 
investment transactions that are not reflected in the ending balance per the investment 
statements. 

Management's Response: 

Prior to June 2010, the District accounted for many of its transactions on cash basis during the 
year, and adjusted to accrual basis at fiscal year end. This practice was changed effective July 
2010 to insure that all investment related transactions are properly recorded on an accrual basis 
under generally accepted accounting principles. 

2010-5 Accounting/or Other Post Retirement Benefits 

Finding: 

The District implemented Government Accounting Standards Board Statement 45 (GASB 45) 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions for the year ended June 30, 2008. GASB 45 requires that the District record a liability 
for the difference between the amounts paid for retiree healthcare and the actuarially 
determined annual required contribution. The District did not record a liability for years ended 
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CALLEGUAS MUNICIPAL WATER DISTRICT 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the year ended June 30, 2010 

June 30, 2008 through June 30, 2010. We recommend that the District implement procedures 
to accurately capture and record transactions related to retiree healthcare obligations. In 
addition, GASB 45 requires the District to obtain actuarial valuations triennially. We suggest 
that the District obtain an actuarial valuation for June 30, 2010 as soon as practicable. 

Management's Response: 

Agreed. The District is in the process of having an actuarial review of the post-retirement 
liability for the period ending June 30, 2010. The District has had the actuarial review 
performed every two to three years historically, but did not recognize the future liability 
properly. The District will record a monthly accrual under GASB 45 for the liability. 

2010-6 Recognition of Grant Income 

Finding: 

During our testing of grant income, we noted that grant income was recorded on the cash basis. 
Grant revenue should be recorded on the accrual basis and recognized when the grant has been 
funded and qualified expenditures have been incurred. We suggest that the accounting 
department have increased involvement in the grant process to ensure that grant revenue and 
related receivables are properly recorded. 

Management's Response: 

Agreed. The District's Engineering and Finance groups are implementing procedures that will 
provide the information to properly account for grant income on an accrual basis under 
generally accepted accounting principles. 

Section III - Federal Award Findings and Questioned Costs 

2010-7 Compliance with American Recovery and Reinvestment Act Reporting Requirements 

Finding: 

The American Recovery and Reinvestment Act of 2009 (H.R. 1 and Public Law 111-5) Section 
1512 - Reports on Use of Funds requires reports be submitted within 10 days after quarter end 
reporting the total amount of recovery funds received. During our testing of the second quarter 
2010 report that \Vas submitted electronically to FederaIReporting.gov, we noted that the 
financial information submitted did not include all funds received through June 30, 2010. 
Federal funds received were understated by $202,961 and expenditures were understated by 
$899,811 due to improper cutoff of financial data. 
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CALLEGUAS MUNICIPAL WATER DISTRICT 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the year ended June 30, 2010 

Management's Response: 

Agreed. The corrective action for this finding is incorporated in addressing 2010-6. The 
District's Engineering and Finance groups are implementing procedures to allow for a 
substantial increase in the flow of information so that proper accounting and proper cut-offs 
will be properly observed. 

2010-8 Controls over American Recovery and Reinvestment Act Reporting Requirements 

Finding: 

During our testing of controls over American Recovery and Reinvestment Act of 2009 grant 
reporting we noted that current controls are not sufficient to prevent or detect inaccurate 
reporting of financial data. We suggest that all reports containing financial information that is 
to be submitted to a federal agency in compliance with a grant agreement be reviewed by a 
senior member of the finance department prior to submission to the granting agency to ensure 
accuracy. 

Management's Response: 

Agreed. Please see our responses to 2010-6 & 2010-7. 
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CALLEGUAS MUNICIPAL WATER DISTRICT 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

For the year ended June 30, 2010 

The prior year single audit disclosed no findings in the Schedule of Findings and Questioned Costs and no 
uncorrected or unresolved findings exist from the prior audit's Summary of Prior Audit Findings. 
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