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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Caspar South Water District
Mendocino, California

Report on the Financial Statements

Opinions

We have audited the accompanying financial statements of the business type activities of the Caspar South
Water District as of and for the year ended June 30, 2025, and the related notes to the financial statements, which
collectively comprise Caspar South Water District’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business type activities of the Caspar South Water District, as of June 30, 2025, and the
respective changes in financial position and cash flows thereof, for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of the Caspar South
Water District, and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and 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 error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Caspar South Water District’'s ability to continue
as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.
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In performing an audit in accordance with generally accepted auditing standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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
Caspar South Water District’s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Caspar South Water District’'s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis (pages 3-5) and budgetary comparison information as listed in the table of contents, 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, 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 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.
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Caspar South Water District
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2025

This section of Caspar South Water District's (the District’s) annual financial report presents our analysis of the
District’s financial performance during the fiscal year ended June 30, 2025. Please read it in conjunction with the
financial statements which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District's basic financial statements.
The District’s basic financial statements consist of two components: Financial Statements and the Notes to the
Financial Statements. This report also contains other supplementary information in addition to the basic financial
statements.

The District operates as a utility enterprise, which means that it relies mainly on sewer rates and charges to fund
its operation. The Financial Statements of the District report information about the District using the full accrual
basis of accounting. These statements offer short and long-term financial information about the District’'s
activities.

The Statement of Net Position includes all the District’'s assets and liabilities and provides information about the
nature and amounts of investments in resources (assets) and the obligations to District’s creditors (liabilities). It
also provides the basis for evaluating the capital structure of the District and assessing the liquidity and financial
flexibility of the District.

All the current 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 the District’s credit worthiness and whether the District has successfully recovered all
its costs through user fees and other charges.

The final financial statement is the Statement of Cash Flows. The primary purpose of this statement is to provide
information about the District’'s cash receipts and cash payments during the year. The statement reports on cash
receipts, cash payments, and net changes in cash resulting from operations, financing and investments. It also
provides answers to questions such as where did cash come from, what was cash used for, and what was the
change in the cash balance during the year.

The Notes to the Financial Statements provide additional information that is essential to a full understanding of
the data provided in the financial statements.

FINANCIAL ANALYSIS OF THE DISTRICT

One of the most important questions asked about an entity’s finances is “As a whole, are we better off or worse
off as a result of the year's activities?” The Statement of Net Position and the Statement of Revenues, Expenses
and Changes in Net Position report information about the District’s activities in a way that helps answer this
question. These two statements report on the net position of the District and changes in net position.

The following condensed financial information provides an overview of the District’s financial activities for the
fiscal years ended June 30, 2025 and June 30, 2024.

NET POSITION

Net position, (the difference between assets and liabilities) is one way to measure financial health or position.
Over time, increases or decreases in the District’s net position are one indicator of whether its financial health is
improving or deteriorating. However, you will need to consider other factors such as desired reserve levels,
changes in economic conditions, population growth, housing trends and government legislation.



Caspar South Water District
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2025

The largest portion of the District’s net position reflects its investment in capital assets (e.g. land, buildings, sewer
collection system and equipment), less any related debt used to acquire those assets that is still outstanding. The
District uses these capital assets to provide services to its citizens; consequently, these assets are not available
for future spending. Although the District’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

Restricted net position represents resources that are subject to external restrictions on how they may be used.
The remaining balance: unrestricted net position may be used to meet the District's ongoing obligations to
citizens and creditors.

At the end of fiscal years June 30, 2025 and June 30, 2024, the District reported positive balances in net position.

The following table summarizes the District’s net position as of June 30:

Table 1
Net Position
2025 2024
Assets:
Current and other assets $ 349,197 % 334,120
Capital assets, net of accumulated depreciation 76,185 82,717
Total assets 425,382 416,837
Net Position:
Invested in capital assets, net of related debt 76,185 82,717
Unrestricted 349,197 334,120
Total net position $ 425382 $ 416,837

REVENUES, EXPENSES AND CHANGES IN NET POSITION

While the Statement of Net Position shows the change in financial position from one year to the next, the
Statement of Revenues, Expenses and Changes in Net Position provides information concerning the nature and
source of these changes.

Revenue
Total revenue decreased by $112 in 2025 as compared to 2024.

Expenses
Operating expenses increased by $16,261 as compared to 2024.

The following table summarizes the District’'s change in net position for the year ended June 30:

Table 2
Changes in Net Position
2025 2024 Change
Operating revenues $ 68,105 $ 68,217 $ (112)
Operating expenses 66,173 49,912 16,261
Net operating income (loss) $ 1932 § 18,305 $ 16,149
Investment and other income $ 6,613 $ 3,881 § 2,732
Interest and other expenses - - -
Non-operating net income $ 6,613 $ 3,881 § 2,732




Caspar South Water District
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2025

CAPITAL ASSETS AND DEBT ADMINISTRATION

Table 3
Capital Assets at Year End
2025 2024
Land $ 60,175 $ 60,175
Sewer Disposal Plant 381,050 381,050
Operating Equipment 18,034 9,712
Office Equipment 897 897
Vehicles 500 500
Subtotal 460,656 452,334
Accumulated depreciation (384,471) (369,617)
Net capital assets $ 76,185 $ 82,717

Capital Assets
At June 30, 2025, the District had $76,185 (net of accumulated depreciation) invested in its sewage collection

system and land.

Additional information regarding the District’s capital assets can be found in Note 2, Section B of the Financial
Statements.

Long-Term Debt
The District does not utilize long term debt to fund operations or growth.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The District’s Board of Directors and management considered many factors when adopting the fiscal year 2025
budget. The Board assessed the available reserves, the operating and capital needs of the District, potential
customer growth, and potential regulatory impacts.

Financial planning is based on specific assumptions from recent trends, State of California economic forecasts
and historical growth patterns in the communities served by the District.

The economic condition of the District as it appears on the balance sheet reflects financial stability. The District
will continue to maintain a watchful eye over expenditures and remains committed to sound fiscal management
practices to deliver the highest quality service to the citizens of the area.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, investors, and creditors with a general
overview of the District’s finances and to demonstrate the District’'s accountability for the money it receives. If you
have questions about this report, or need additional financial information, contact the Secretary of the Board of
Directors at Caspar South Water District, PO Box 744, Mendocino, California 95460.



Caspar South Water District
STATEMENT OF NET POSITION
For the Year Ended June 30, 2025

ASSETS
Current assets:
Cash and investments $
Total current assets

Long-term assets
Non-depreciable assets
Depreciable capital assets (net of depreciation)
Total long-term assets
Total assets

Net position:
Net investment in capital assets

Unrestricted
Total net position $

The accompanying notes are an integral part of these financial statements.
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Caspar South Water District
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION
For the Year Ended June 30, 2025

Operating revenues:
Annual assessments $ 68,105

Total operating revenues 68,105

Operating expenses:

Sewer master 14,751
Maintenance & repairs 7,114
Utilities 1,222
Printing 64
Bookkeeping & accounting 8,421
Insurance 7,347
Dues & fees 12,116
Office supplies & postage 257
Meeting costs 27
Depreciation 14,854
Total operating expenses 66,173
Operating income (loss) 1,932
Non-operating revenues (expenses):
Interest and investment income (gain), net 6,613
Total non-operating revenues 6,613
Changes in net position 8,545
Net position, beginning of period 416,837
Net position, end of period $ 425,382

The accompanying notes are an integral part of these financial statements.
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Caspar South Water District
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2025

Cash flows from operating activities:
Receipts from customers

Payments to suppliers
Net cash provided (used) by operating activities

Cash flows from capital and related financing activities:
Purchase of equipment
Net cash provided (used) by capital and related financing activities
Cash flows from investing activities:
Interest and investment income (gain)
Net cash provided by investing activities
Net increase (increase) in cash and cash equivalents

Cash and cash equivalents - beginning of period

Cash and cash equivalents - end of period

Reconciliation of operating income (gain) to net cash
provided (used in) operating activities:
Operating income (gain)

Adjustments to reconcile operating income (gain) to
net cash provided by operating activities:

Depreciation

Net cash provided (used) by operating activities

$ 68,105

(51,319)
16,786

(8,322)
(8,322)

6,613
6,613

15,077
334,120

$ 349,197

$ 1,932

14,854
$ 16,786

The accompanying notes are an integral part of these financial statements.
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NOTE 1 -

Caspar South Water District
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

Caspar South Water District (the District) passed and Adopted Ordinance No. 1 on December 18,
1982; an ordinance regulating the use of public and private sewers and drains, private sewage
disposal and the discharge of waters and wastes into the public sewer system in Caspar South
Water District, County of Mendocino, State of California.

Caspar South Water District is in Mendocino County and serves the homeowners in the Caspar
South Subdivision. The District currently bills 76 households for sewer services, which include 70
developed lots and 7 undeveloped lots.

The District has no employees and is governed by a 3-member volunteer Board of Directors.

The major activities include the monitoring and disposal of sewage, maintenance of facilities and
equipment for the District.

B. Financial Statements

The basic financial statements (i.e., the statement of net position, the statement of revenues,
expenses and changes in fund net position and statement of cash flows) report information on all
of the nonfiduciary activities of the District. For the most part, the effect of interfund activity has
been removed from these statements. The District accounts for its sewer activities in one single
enterprise fund.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. The District does not
currently receive any tax revenues. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met. Wastewater fees and
interest associated with the current fiscal period are susceptible to accrual and so have been
recognized as revenues of the current fiscal period.

The District is engaged primarily in business-type activities and the District’'s basic financial
statements consist of only the financial statements required for enterprise funds. These include
management’s discussion and analysis, a statement of net position, a statement of revenues,
expenses, and changes in fund net position, a statement of cash flows, and these notes to the
basic financial statements.

Proprietary enterprise funds distinguish operating revenues and expenses with nonoperating
items. Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operation revenues of the District are charges to customers for sales and services.
Operating expenses for enterprise funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

D. Assets, Liabilities, and Net Position

Deposits and Investments
The District's cash and cash equivalents are cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition. The
District’s investment policy has been to invest idle cash in demand deposits. Investments are
reported to be of fair value.

-9-



NOTE 1 -

Caspar South Water District
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D. Assets, Liabilities, and Net Position (continued)

Cash and Cash Equivalents

Cash is defined as cash in demand deposit accounts as well as cash on hand. Cash equivalents
are short-term, highly liquid investments that are readily convertible to known amounts of cash and
investments so near their maturity that the risk of changes in value due to changes in interest rates
is negligible. These are generally investments with maturity dates within three months of the
acquisition date.

Receivables and Property Taxes
All trade receivables are not shown net of an allowance for uncollectibles.

Tax Revenues

The County of Mendocino collects the taxes and distributes them to taxing jurisdictions based on
assessed valuations. The District currently does not receive property tax revenues from the
County of Mendocino.

Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure assets (mainly the

existing wastewater collection system), are reported in the financial statements. Capital assets are
defined by the District as assets with an initial, individual cost of more than $10,000 and an
estimated useful life of more than one year. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets and assets
constructed by developers are recorded at estimated fair market value at the date of donation. The
costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred during the construction phase of capital
assets of business-type activities is included as part of the capitalized value of the assets
constructed, net of construction period interest revenues earned during such periods.

Property, plant, and equipment of the District are depreciated using the straight-line method over
the following estimated useful lives:

Assets Years
General sewer plant 30-40
Vehicles, trucks and equipment 5-10

The District obtains insurance coverage for property and equipment and fidelity bonds insurance
through its membership in the Special District Risk Management Authority (the Authority). The risk
of loss is transferred from the District to the Authority in exchange for the District's payment of
annual premiums. Incurred and unbilled claims, if any, are accrued as a liability when it is probable
that an asset has been impaired, the amount of the obligation can be reasonably estimated, and
the claim is not covered by insurance.

Net Position

In the financial statements, fund net position is reported in three categories as follows:

* Net investment in capital assets - This category of net position reports the net book value of
capital assets used in District operations including construction in progress all net of related
accumulated depreciation and reduced by the carrying value of related long-term debt
issued to finance the acquisition of such assets.

-10 -



Caspar South Water District
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)

D. Assets, Liabilities, and Net Position (concluded)

» Restricted for debt service and capital projects - This category of net position reports all
unspent proceeds from the issuance of long-term debt restricted for capital asset
improvement, replacement, or construction net of the related long-term debt. It also includes
funds restricted for debt service payment and reserve requirements.

» Unrestricted - Unrestricted net position represents all other assets net of related liabilities
available for use by the District.

Net Position Flow Assumption

The District may fund operations with a combination of cost-reimbursement grants and capital
grants. Thus, both restricted and unrestricted net position may be available to finance
expenditures. The District’'s policy is to first apply restricted resources, followed by unrestricted
resources if necessary.

Contingencies and Subsequent Events

Subsequent events have been evaluated through the date the financial statements were available
to be issued.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

NOTE 2 - DETAILED NOTES

A. Cash Equivalents and Investments

Cash equivalents and investments consisted of the following at June 30:

2025 2024
Cash:
Demand accounts at Savings Bank of Mendocino County  $ 349,197 $ 344,120
Total cash $ 349197 § 344,120

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
deposits and 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 of another party.

California Government Code requires California banks and savings and loan associations to
secure an entity's deposits by pledging government securities with a value of 110% of an entity's
deposits. California law also allows financial institutions to secure entity deposits by pledging first
trust deed mortgage notes having a value of 150% of an entity’s total deposits. The entity's
Treasurer may waive the collateral requirement for deposits which are fully insured up to $250,000
by the FDIC.

-11 -



NOTE 2 -

Caspar South Water District
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

DETAILED NOTES (concluded)

A. Cash Equivalents and Investments (concluded)

The collateral for deposits in federal and state-chartered banks is held in safekeeping by an
authorized agent of depository recognized by the State of California Department of Banking. The
collateral for deposits with savings and loan associations is generally held in safekeeping by the
Federal Home Loan Bank in San Francisco, California as an agent of depository. These securities
are physically held in an undivided pool for all California public agency depositors.

Fair Value Hierarchy

GASB Statement No. 72, Fair Value Measurements and Application, establishes a fair value
hierarchy consisting of three broad levels: Level 1 inputs consist of quoted prices (unadjusted) for
identical assets and liabilities in active markets that a government can access at the
measurement date, Level 2 inputs consist of inputs other than quoted prices that are observable
for an asset or liability, either directly or indirectly, that can include quoted prices for similar assets
or liabilities in active or inactive markets, or market-corroborated inputs, and Level 3 inputs have
the lowest priority and consist of unobservable inputs for an asset or liability. The District's
holdings in cash in banks were not subject to the fair value hierarchy.

B. Capital Assets

Capital asset activity for the year ended June 30, 2025 was as follows:

Balance Balance
Governmental Activities 6/30/24 Increase Decrease 6/30/25
Capital assets, not being depreciated:

Land $ 60,175 $ - $ - 3 60,175
Total capital assets, not being depr. 60,175 - - 60,175
Capital assets, being depreciated:

General sewer plant 381,050 - - 381,050

Operating equipment 9,712 8,322 - 18,034

Office equipment 897 - - 897

Vehicles 500 - - 500
Total capital assets, being depr. 392,159 8,322 - 400,481
Less accumulated depreciation:

General sewer plant (369,617) (9,850) - (379,467)

Operating equipment - (3,607) - (3,607)

Office equipment - (897) - (897)

Vehicles - (500) - (500)
Total accumulated depreciation (369,617) (14,854) - (384,471)
Total capital assets being

depreciated — net 22,542 (6,532) - 16,010
Capital assets — net $ 82717 $ (6,532) $ - 76,185
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NOTE 3 -

Caspar South Water District
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

OTHER INFORMATION

A. Risk Management

The District obtains general liability through the Special District Risk Management Authority (the
Authority). The Authority is responsible for the first $2 million per claim under its liability coverage
program, and members are covered up to $50 million for liability claims under the Authority’s
purchased excess insurance policies with a $60 million aggregate limit on $20 million excess layer,
and $30 million aggregate on each of the next $5 million excess layers. Members are covered for
$100 million on property and equipment through the Authority’s purchased excess coverage.
There were no significant changes in coverage in fiscal year 2025 as regards the aggregate limits
on excess coverage.

The District paid no material uninsured losses during the last three fiscal years.

Liabilities of the District are reported when it is probable that a loss has occurred, and the amount
of the loss can be reasonably estimated. Liabilities include an amount for claims that have been
incurred but not reported (IBNRs). The result of the process to estimate the claims liability is not an
exact amount as it depends on many complex factors, such as inflation, changes in legal
doctrines, and damage awards. Accordingly, claims are reevaluated periodically to consider the
effects of inflation, recent claim settlement trends (including frequency and number of pay-outs),
and other economic and social factors. There were no material uninsured claim liabilities at June
30, 2025.

B. Contingencies and Commitments

Litigation

In the opinion of the District's Secretary of the Board of Directors, there is no pending or
threatened litigation which would have a material adverse impact on the accompanying financial
statements.
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