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IRISH BEACH WATER DISTRICT
AUDIT REPORT SEPTEMBER 30, 2021 and 2020
MANAGEMENT DISCUSSION AND ANALYSIS5

The following Management’s Discussion and Analysis (MD&A) provides a narrative overview and analysis of the financial
perfermance of the Irish Beach Water District during the fiscal year ended September 30, 2021 and 2020. Please read this
analysis in conjunction with the District’s Basic Financial Statements and accompanying Notes immediately following this
section.

Dverview of the Financial Statements

The District operates under California Irrigation District Law as a utility enterprise. As such, the District presents its
financial statements using the economic resources measurement focus and the full accrual basis of accounting, similar to
methods used by private sector companies. These financial statements are designed to provide readers with a broad
overview of the finances and also present changes in cash balances, and information about both short-term and long-term
activities of the District. There are three required components to these statements: the MD&A, the Financial Statements,
and the Notes to the Financial Statements. As an enterprise fund, the District's Financial 5tatements include four

Components.

1) Statements of Met Position present information on all of the District's assets and liabilities with the difference
between the two reported as net position. The Statements of Net Position provide the basis for evaluating the
capital structure of the District and assessing its liquidity and financial flexibility. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial position of the District is improving or
deteriorating. Net position is displayed in three categories: Net investment in Capital Assets, Restricted for Capital
Projects, and Unrestricted.

2) Statements of Revenues, Expenses, and Changes In Net Positon present information which show how the
District's net position changed during the year. All of the current year's revenues and expenses are recorded on
an accrual basis, meaning when the underlying transaction occurs regardless of the timing of the related cash
flows. These statements measure the success of the District’'s operations over the past year and determing
whether the District has recovered its costs through water sales (usage charges on water bills and contract water
sales), user fees (availability charges on water bills), and other charges.

i) Statements of cash flows provide information regarding the District’s cash receipts and cash disbursements
during the year, These statements report cash activity in three categories: Operating; Capital and Related
Financing Activities; and Investing. These statements differ from the Statements of Revenues, Expenses, and
Changes in Net Position in that they account only for transactions that result from cash receipts and cash
disbursements. As in the past, the Statements of Cash Flows continue to reconcile the reasons why cash from
operating activities differ from operating income.

4) Motes to the Basic Financial Statements provide a description of the accounting policies used to prepare the
financial statements and present material disclosures required by generally accepted accounting principles that
are not otherwise present in the financial statements. The Notes are located immediately following the Financial
Statements.
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Financial Highlights

During the year ended September 30, 2021 and 2020, the District’s operating Income was a net loss of 5-15,915 and
5-1.965 respectively. However, these net losses are greatly reduced from prior years showing the Board's actions of
increasing user fees. Occurrence of leaks and repairs to our aging water system continue, Water district board asked
volers for another Prop 218 Capital Projects Assessment which would be to all 459 home and lot owners to begin in F/Y
21-22. However the measure failed by a narrow margin. Another prop 218 capital project assessment is planned for F/Y
22-13. This time with special benefit assessment to the 207 developed lots. The increase of revenue from availability
charges and user charges refllect continued rate Increases as reflected in chart on page 4.

Financial Analysis of the District

Statements of Net Position = The District’s net position decreased between fiscal years 2018-2019 and 2020-2021,
decreasing from $953,263 to $935,383. The change can be seen in the condensed Statement of Net Position below as a
5-17,880 decrease in net position. There was decrease in capital assets of 5-29,112 which can be explained by
approximately 570,000 depreciation expense offset by the 540,000 Alta Mesa increase. Current assets increased by
222,178, Restricted assets decreased 333,428 which is the due to expenditure of replacement reserve funds. Change in
current liabilities was increase of $10,946; this amount is an increase to a non-operating payable.

Condensed S5tatements of Net Position

2021 2020 2019 Difference
2021-2019
Current and Other Assets 722,718 % 692,659 5 700,550 % 22,178
Capital assets 709,349 704,137 _73BA61 L
Total Assets 1,432,077 1,396,796 1,439,011 -6,934
Other liabilities: Current & Def Rev 496,694 445,498 485,748 10,946
Debt outstanding Net of Current o 1] - e, |
Total liabilities __ 496,694 _ 445,498 485,748 10,946
Met investment in capital assets 709,349 704,137 738,461 -29,112
Restricted 276,469 309,759 309,897 -33,428
Unrestricted (50,435} (62,598] __195,095) 44,660
Total net pasition $_ 935383 5§ 951,298 § 953,263 - 17,880
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Changes in Revenues, Expenses, and Net Position — The District’s income before capital improvement assessments
increased 568,140 due to decrease in total expenses of 512,854 plus an increase in total revenues of 555,286,

The change in net position that resulted can be seen in the table below, which summarizes the Statement of Revenues,
Expenses, and Changes in Net Position.

Condensed Statements of Revenues, Expenses, and Net Position

2021 2020 2019 Difference
2021-2019
Revenues:
Water Usage $ 52,479 S44,709 533,588 5% 18,891
Water Availability 206,127 188,694 168,924 37,203
Late Fees 3,620 2,310 1,478 2,142
Other Income 500 ____400 —LEB7T 21377
Total Operating Revenues 162,726 236,113 205,857 __56,859
Mon-Operating Revenues 6810 _ 6947 __B3B3 _-1573
Total Revenues 269,536 243,055 214,250 55,286
Operating Expenses 281,887 243 604 297 802 -15915
Mon-Operating Expenses __A5h4 2416 ___5p3 -3.061
Total Expenses 285,451 245,020 298,305 -12,854
Income (loss) before Contributions 915 {1,965) |84,055) 68,140
Capital Contribution Assessments T 0 o__ o
Change in Net Position _{15,915) (1,965) (84,055) 68,140
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Economic Factors and Prospective Information

The District’s Board of Directors has increased rates as necessary to ensure that the District’s costs be covered by revenues.
Following is a table of approved rates for the last seven years. 17-18 is last year for collections of prop 218 assessments.
The Court ordered the Mallo Pass portion of the assessment discontinued in 16-17. The increase in avallability charges in
November of 2021 was for the purpose, in part, of building an unrestricted Board Reserve for unfunded capital
improvements and contingencies.

15-16 16-17 17-18 18-19 19-20
Assessments $242.03 §157.90 5-0- 0 0
Availability Charge 566.49/200  566.49/202  5$66.49/202  573.14/202  S7B.87/202
Usage Charge #0.51/100g  50.51/100g  5051/100g  50.57/100gal 50.58/100gal
20-21 21-22
Assessments o 0
Availability Charge 585.50/202  $108.56/207
Usage Charge 50.65/100g  S0.67/100g

There are 207 property owners connected to the system who pay all three charges, and 252 additional property owners
that only pay the assessment charges.

Availability and Usage rates are based on operating budgets approved each year, and may change from year to year. The
District, by special election, was authorized to impose a special assessment for capital improvement to the water system.
The assessment was levied annually and collected by Mendocing County Treasurer by placing these assessments on the
property tax bills at a cost of 2%. Unfortunately the 2002 assessment ended in F/Y 16/17 and voters have not approved a
new capital projects assessment.

The Irish Beach Water District has three developed sources of water: 1) The Upper Diversion on Irish Gulch, 2) the well
{Well #9) located east of the main subdivision; and 3) the Lower Diversion on Irish Guich, Two new wells were drilled in
2008, One was drilled by agreement on a parcel owned by Gordon and Sandra Moores near Tank 2. This well has not
been connected to the system because of the current law suit by Wm. Moores preventing the utility connection to that
well. A second well was drilled on a deeded easement granted to the District for 3 well and a water tank (Tank5) in the
Unit 9 area. The longtime existing Unit 9 well is on that same easement. The Unit 9 well has been diminishing in production
volume. The two new wells were envisioned as a way to provide water to existing parcels and future homes yet to be
built. {Ground water can be held in future reserve where surface water cannot.)

The new T5 Well was tested for recovery rate, water quality, and was licensed for use by the State Department of Public
Health. More than a year went by before the Wm. Moores' lawsuit was filed in 2000 against the District regarding liability
for inverse condemnation for the drilling of the TS Well. In a decision dated June 20, 2012, the Court ruled against the
District. The trial for inverse condemnation was held August 18, 2014, where the District was found liable for 401,000 in
trespass damages and 5734,000 in attorney fees and costs. The District’s appeal in Feb 2021 in the California Supreme
Court in San Francisco reversed these lower court’s findings and ordered the case back to the local court in October of
2023 to determine an inverse condemnation current value for the small plot of land whare the well was drilled. This
finding is expected to be less than $25,000.
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In the spring of 2016 the second and third phase of this trial was held to invalidate certain prop 218 assessments, seek
damages for road maintenance and an alleged breach of a 2002 settlement agreement. This phase Il and Ill of the trial
resulted in an award against the district for a return of dis-allowed expenditures of 5133,649 and ordered various refunds
of the District’s Prop 218 assessment funds to the voters including the total Mallo Pass funds collected of 5400,000+, All
actions have been stayed pending the local court findings in October 2023 ,

Well Moratorium — The District continues to enforce a new well drilling moratorium. However, exemptions from the
moratarium are considered on case by case basis by board of directors,

Projects in Process — Previous projects include the upper diversion pipe replacement which was completed August
2016 for a total of 421,055 from Systemwide Capital Projects Fund. Finding and repairing leaks in the distribution system
is a constant challenge due to the age and inferior guality of the work and materials when originally bullt. A project to
replace over a mile of pipe on the O'Rorey’s Roost Road loop was completed December 2016 for total of 5127,776.
Funding for this project was the greater than 40 yvear equipment replacement reserve. After the final collections for this
restricted fund, the balance far future replacement projects is 5195,130. In 2021 a section of road and pipe on Alta Mesa
was replaced for 540,101 leaving approximately 5155,000. This assessment was intended for collection to replenish the
reserve as it was used, The lower court ruled that the assessment had a 15 year collection period like the other
components and thus must end,

POST AUDIT UPDATE: District received $400,000 grant from State Department of Water Resources for tank restoration
and well activation in June 2022,

Contacting the District’s Management

This financial report is designed to provide our citizens, rate payers, and creditors with a general overview of the District’s
finances and to demonstrate the District's accountability for the financial resources it manages. If you have questions
about this report or need additional information, please contact the District or our Certified Public Accountant.

Irish Beach Water District Charles Acker Judy Murray Rick Bowers, CPA

PO Box 67 General Manager Treasurer BO7 5. Dora Street
15401 Forest View Rd cacker@men.org jrnurray @men,org Ukiah, Ca 954832
Manchester, Ca 95459 707-BB2-2892 ibwd@mcn.ong rbcpacorp@yahoo, com
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