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INDEPENDENT AUDITORS’ REPORT
Board of Directors
Hesperia Water District
Hesperia, California
Report on the Financial Statements
We have audited the accompanying financial statements of Hesperia Water District Funds (District) (a
component unit of the City of Hesperia) as of and for the year ended June 30, 2020, and the related notes
to the financial statements, which collectively comprise the District’s basic financial statements as listed
in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these 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.
Auditors’ Responsibility
Our responsibility is to express opinions on the basic financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. 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 financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the District’s
preparation and fair presentation of the 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 District’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of Hesperia Water District Funds as of June 30, 2020, and the respective
changes in financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.
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Emphasis of Matter
As discussed in Note 1, the financial statements present only the financial position and the changes in
financial position of Hesperia Water District Funds. They do not purport to, and do not, present fairly the
financial position of the City of Hesperia as of June 30, 2020, and the changes in its financial position for
the year then ended in accordance with accounting principles generally accepted in the United States of
America. Our opinions are not modified with respect to this matter.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, Schedule of Contributions - CalPERS Pension Plan, Schedule of the
Proportionate Share of the Net Pension Liability - CalPERS Pension Plan, and the Schedule of the
Proportionate Share of the Total OPEB Liability, identified as Required Supplementary Information (RSI)
in the accompanying 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 RSI 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.

CliftonLarsonAllen LLP
Irvine, California
March 25, 2021
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MANAGEMENT’S DISCUSSION AND ANALYSIS
Our discussion and analysis of the Hesperia Water District’s (District) financial performance
provides an overview of the District’s financial activities for the fiscal year (FY) ended
June 30, 2020. Please read it in conjunction with the accompanying basic financial statements.
FINANCIAL HIGHLIGHTS
The District’s net position increased by approximately 6.0% or $5.5 million from the
June 30, 2019 net position of $92.1 million net position. The District’s increase in net position to
$97.6 million is due, in large part, to the factors listed below:


Current assets grew by $1.5 million, or 6.1% during the fiscal year. The largest factor for the
growth is the $9.9 million rise in cash. This cash surge is due to a $7.0 million rise in water
and sewer operations through the reduction in the outlay for the acquisition of permanent
water rights and construction of capital assets as compared to FY 2018-19 and $2.9 million
received for a Proposition 1 Grant from the State Water Resource Control Board. There were
additional increases of $0.9 million in funds due from other government agencies due to the
timing of grant related funds being received and a $0.5 million rise in accounts receivable from
the prior year.



Capital assets experienced an increase of $0.2 million, net of depreciation. The contributing
factors include a $3.5 million increase in construction in progress for ongoing projects, which
is offset by a decrease of $2.7 million due to the current year depreciation, a net $0.4 million
decrease due to the reduction in the elimination of equipment and vehicles, and a $0.2 million
cut in land improvements. Additionally, the $13.3 million Reclaimed Water Distribution System
project was completed in FY 2019-20 which resulted in the reduction of construction in
progress and was offset by a corresponding increase of a $13.3 million in infrastructure-water
facilities.



Current and other liabilities decreased by $5.4 million or 31.7% from the June 20, 2019 total
of $17.0 million. This decrease largely consists of a $9.7 million decrease in amounts due to
other funds, a $3.3 million increase in accounts payable, which itself is to lease replenishment
water rights, and a $1.0 million increase in money owed for wastewater collection services.
Further analysis is detailed within the debt administration section (Table 4).

USING THIS ANNUAL REPORT
The basic financial statements of the District consist of the Statement of Net Position, the
Statement of Revenues, Expenses, and Changes in Net Position, and the Statement of Cash
Flows.
The Statement of Net Position provides information about the activities of the District as a whole
and with the water and sewer functions separately. Also, it presents a longer-term view of the
District’s finances.
The Statement of Revenues, Expenses, and Changes in Net Position describes how the services
of the District were financed in the short term as well as what remains for future spending. The
Statement also provides information on the District’s operations and can be used to determine
whether the District has recovered all of its costs through its rates and other charges. This
statement can also be used to determine the District’s credit worthiness and profitability.
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The Statement of Cash Flows provides information regarding the District’s cash receipts, cash
payments, and changes in cash resulting from operations, investments and financing activities.
Additionally, the Statement of Cash Flows provides answers to questions such as where did cash
come from, what was cash used for, and what was the change in cash balance during the
reporting period.
REPORTING THE DISTRICT AS A WHOLE
Financial Statements. The Statement of Net Position and the Statement of Revenues,
Expenses and Changes in Net Position include all assets, deferred inflows/outflows, and liabilities
using the accrual basis of accounting, which is similar to the accounting used by most private
sector companies. All of the current year’s revenues and expenses are taken into account
regardless of when the cash is received or paid.
These two statements report the District’s net position and changes to it. The District’s financial
health or financial position is measured by its net position – the difference between assets plus
deferred outflows of resources less liabilities and deferred inflows of resources.
Over time, increases or decreases in the District’s net position are one indicator of whether its
financial health is improving or deteriorating. However, one will need to consider other nonfinancial factors such as changes in economic conditions, population growth, zoning and new or
changed government legislation, such as changes in Federal and State water quality standards.
The basic financial statements can be found on pages 11-15 of this report.
Notes to the Basic Financial Statements. The notes provide additional information that is
essential to a full understanding of the data provided in the basic financial statements.
The notes to the basic financial statements can be found on pages 17 through 34.
THE DISTRICT AS A WHOLE
The Water District maintains the water and sewer infrastructure, which includes water storage
tanks, water pumping equipment, water transmission lines, and sewer lines. The Water District
charges its users fees to maintain and operate the system. To display the financial health of the
Water District, our analysis focuses on the Condensed Statement of Net Position (Table 1) and
Changes in Net Position (Table 2) of the District as depicted on the following pages. In the current
year, net position increased by 6.0% or approximately $5.5 million.
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Table 1

Condensed Statement of Net Position
Current and other assets
Capital assets
Total Assets
Deferred outflows of resources
Current and other liabilities
Long-term debt outstanding
Net pension liability
Total Liabilities
Deferred inflows of resources
Net Position:
Net Investment in capital assets
Restricted
Unrestricted
Total Net Position

Changes from 2019 to 2020
Amount
Percentage
$ 1,555,182
6.1%
185,625
0.2%
1,740,807
1.4%

2019
$ 25,400,716
99,104,176
124,504,892

2020
$ 26,955,898
99,289,801
126,245,699

2,347,334

2,097,299

(250,035)

-10.7%

17,024,450
11,435,381
5,227,134
33,686,965

11,622,586
12,234,719
5,802,661
29,659,966

(5,401,864)
799,338
575,527
(4,026,999)

-31.7%
7.0%
11.0%
-12.0%

1,100,474

1,069,905

(30,569)

-2.8%

88,640,263
1,889,131
1,535,393
$ 92,064,787

88,150,623
394,734
9,067,770
$ 97,613,127

(489,640)
(1,494,397)
7,532,377
5,548,340

-0.6%
-79.1%
490.6%
6.0%

$

The following is a list of factors that explain the $5.5 million increase in net position:


Current and other assets experienced an increase of $1.5 million, or 6.1% during the fiscal
year. The largest factor for the increase is the $9.9 million increase in cash due to a $7.0
million increase in water and sewer operations through the reduction in the outlay for the
acquisition of permanent water rights and construction of capital assets as compared to FY
2018-19. Another factor for the overall increase is the $2.9 million received for a Proposition
1 Grant from the State Water Resource Control Board. This cash increase was partially offset
by a $9.6 million decrease in due from other funds, which records the amount owed by the
water capital fund within water operating and capital funds for cash deficiency and a $1.9
million decrease in cash invested to pay debt obligations. There were additional increases of
$0.9 million in funds due from other government agencies due to the timing of grant related
funds being received and a $0.5 million increase in accounts receivable from the prior year.



Current and other liabilities decreased by $5.4 million or 31.7% from the June 20, 2019 total
of $17.0 million. This decrease is mostly comprised of a $9.7 million decrease in amounts due
to other funds owed by the water capital fund within water operating to other capital funds
within the District itself for cash deficiency. This decrease is offset in part by a $3.3 million
increase in accounts payable, which itself is to lease replenishment water rights and a $1.0
million rise in money owed for wastewater collection services.



Long-term debt outstanding activity during the fiscal year resulted in a net increase of $0.8
million from June 30, 2019. The increase is primarily due to an addition of $2.0 million to the
loan with the California State Water Resources Control Board, related to recycled water
distribution system. This increase is offset by the $0.9 million payment towards the Variable
Rate Lease Revenue Refunding Bonds Series 1998A Bonds.
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Capital Assets experienced an increase of $0.2 million, net of depreciation from the activities
of the District during FY 2019-20. The factors that contributed to the increase include a $3.5
million increase in construction in progress for ongoing projects, which is offset by a decrease
of $2.7 million due to the current year depreciation and a $0.6 million decrease in the
elimination of equipment and vehicles. Additionally, the $13.3 million Reclaimed Water
Distribution System project was completed in FY 2019-20 which caused the reduction of
construction in progress, and an increase of $13.3 million in infrastructure-water facilities.

DISTRICT ACTIVITIES
As mentioned, the Water District’s net position (from operations) increased $5.5 million or 6.0%
from the June 30, 2019 net position. Whereas Table 1 focused on the asset and liabilities of the
Water District, Table 2, focuses on the revenue and expenses. The cost of all Water District
activities this year experienced a net increase in expenses of $2.3 million compared to June 30,
2019. Further, the amout paid by users of the system was $24.9 million, which is an increase of
$2.1 million or 9.1% from the June 30, 2019 total of $22.8 million.

Table 2

Changes in Net Position
2019

2020

$ 22,856,640

$ 24,946,043

465,593
260,855
976,249
201,054
1,689,083
11,938
3,604,772
26,461,412
18,121,295
4,669,067
22,790,362
3,671,050
88,393,737
$ 92,064,787

Changes from 2019 to 2020
Amount
Percentage

Revenues
Operating revenues:
Charges for services
Non-operating revenues:
Property taxes
Interest income
System improvement and replacement
Rent income
Grants received
Gain on disposal of capital assets
Subtotal non-operating revenues
Total revenues
Expenses
Water
Wastewater
Total expenses
Change in net position
Net position at July 1,
Net position at June 30,

$

2,089,403

9.1%

512,114
227,763
1,806,811
215,543
2,896,118
5,658,349
30,604,392

46,521
(33,092)
830,562
14,489
1,207,035
(11,938)
2,053,577
4,142,980

10.0%
-12.7%
85.1%
7.2%
71.5%
-100.0%
57.0%
15.7%

20,486,895
4,569,157
25,056,052
5,548,340
92,064,787
$ 97,613,127

2,365,600
(99,910)
2,265,690
1,877,290
3,671,050
5,548,340

13.1%
-2.1%
9.9%
51.1%
4.2%
6.0%

$

Total revenues increased $4.1 million from $26.5 million to $30.6 million between FY 2018-19
and FY 2019-20. The largest contributing factor is an increase of $1.9 million in water sales. The
main factor for the water sales increase is due to the Hesperia Water District Board approved
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water rate changes, including a nine (9%) annual increase in total revenue for water service, along
with a six (6%) annual increase for sewer service, which began January 1, 2018, and each
subsequent increase taking effect with each water/sewer bill issued on or after December 1st of
each year since (to conclude December 2021). Another important factor is the increase of
$1.2 million in non-operating grants received from a Proposition 1 Grant from the State Water
Resource Control Board. Expenses increased by $2.3 million largely due to a $1.0 million increase
related to pipeline maintenance expenses as operations costs shifted from capital-related street
improvement projects to operating maintenance and repairs, a $0.5 million increase in fuel costs,
$0.4 million in leased water rights, and a $0.2 million increase in water meter replacements and
upgrades.
CAPITAL ASSETS
The capital assets of the District are those assets that are used in the performance of the District’s
functions, including infrastructure assets. At June 30, 2020, capital assets, net of depreciation,
totaled $99.3 million, which is an increase of $0.2 million from the June 30, 2019 total of $99.1
million as shown in the Capital Assets at Year-End (Table 3). This increase is primarily due to
the addition to construction in progress of $3.5 million, which is offset by a net decrease of $2.7
million for the current year depreciation. Additionally, during FY 2019-20, the Water District
completed the reclaimed water pipeline distribution system, which is reflected as a $13.3 million
reduction of construction in progress, and is offset by a $13.3 increase to infrastructure-water
facilities.
The District has elected to use the “Basic Approach” as defined by GASB Statement No. 34 for
infrastructure reporting for water lines. Using the “Basic Approach”, the District will depreciate the
value of infrastructure over a forty (40) year period. As replacing of water line segments is done,
the value of that work will be added and any remaining book value of the replaced segment will
be reduced from the water facilities infrastructure class. The District’s other capital assets are
depreciated as outlined in Note 3 to the Basic Financial Statements.
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Table 3
Capital Assets at Year-End
Balance at
June 30, 2019
Net of
Accumulated
Depreciation
Land
Water rights
Construction in progress
Land improvements
Vehicles

$

Buildings and improvements

3,356,808
15,611,810
12,019,313
64,114
332,878

Increases
$

3,530,717
63,391

249,299

Machinery and equipment
Infrastructure:
Water facilities
Sewer facilities
$

-

1,041,397

110,822

63,886,811
2,541,746

13,286,896
-

99,104,176

$ 16,991,826

Decreases
$

Current Year
Depreciation

- $
(13,287,596)
(188,113)
(423,717)
(215,548)
-

Balance at
June 30, 2020
Net of
Accumulated
Depreciation

124,000
358,251

$

3,356,808
15,611,810
2,262,434
1
330,803

(14,377)

234,922

82,277

1,018,948

(3,062,625)
(178,753)

74,111,082
2,362,993

$ (14,114,974) $ (2,691,227) $

99,289,801

DEBT ADMINISTRATION
Debt issued by the Hesperia Water District is not the responsibility of the City of Hesperia. In like
manner, the debt issued by the City of Hesperia is not the responsibility of the Hesperia Water
District. The District’s debt experienced an increase of a net amount of $0.9 million in FY 201920. The increase is primarily due to an addition of $2.0 million to the loan with the California State
Water Resources Control Board, related to recycled water pipeline project. The increase was
partially offset by $0.9 million from scheduled debt service on the 1998 Series A Lease Revenue
Refunding Bonds. Table 4 highlights the long-term debt transactions that occurred during the
year. Note 4 provides more detailed information about debt.
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Table 4
Outstanding Debt at Year-End

Loans
Revenue bonds
Less deferred amounts:
Bond discounts
Compensated Absences
Claims payable

Principal
Balance at
June 30, 2019

Additions

Deductions

Principal
Balance at
June 30, 2020

Due
Within
One Year

4,099,013
$ 6,410,000

1,961,561
$
-

$ (875,000)

6,060,574
$ 5,535,000

(45,100)

-

6,443

(38,657)

-

241,093

49,396

-

290,489

255,630

730,375
$ 11,435,381

$ 2,010,957

(253,062)
477,313
$ (1,121,619) $ 12,324,719

88,000
$ 1,352,873

$

179,243
830,000

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES
As reflected in the FY 2020-21 Budget, the District’s revenue for the water and sewer funds was
projected to remain nearly neutral from the FY 2019-20 Budget at $29.1 million. The FY 2020-21
Budget anticipated an increase in rate payer related revenue of approximately 4% in water and
5% in sewer. These projected increases were offset by an overall reduction of $1.4 million in
Proposition 1 and Proposition 84 Grant revenue related to the recycled water pipeline project, as
the project is completed. Since the adoption of the FY 2020-21 Budget, the global pandemic
resulting from the Coronavirus (Covid-19), has impacted Water District collections. Due to the
California Governor’s guidance on postponing disconnections resulting from non-payment due to
the pandemic, the District has observed a 242% increase in delinquent accounts, from 868
delinquent accounts in December 2019 to 2,972 in December 2020. However, as vaccines are
administered and the State begins to reopen, it is anticipated that this guidance will be rescinded,
and collections will resume along with a decline of delinquencies.
On November 21, 2017, the Board of Directors of the Hesperia Water District adopted Resolution
HWD 2017-17, approving new maximum rates for water and wastewater services. The effective
date of implementation of the new rates began with each water/sewer bill issued on or after
January 1, 2018, with each subsequent increase taking effect with each water/sewer bill issued
on or after December 1st of each year, through 2021. The approved rate changes include a nine
percent (9%) annual increase in total revenue for water service and a six percent (6%) annual
revenue increase for sewer service.
The District’s expenses are expected to decrease by $9.1 million from the FY 2019-20 Budget of
$38.2 million. The primary reason for the expenditure decline is the reduction in budgeting Water
Capital Improvement Projects (CIP), as the largest project (recycled water pipeline project) was
completed in FY 2019-20.
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CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the District’s finances and to show the District’s accountability
for the money it receives. If you have questions about this report or need additional financial
information, contact the District’s Finance Division, at the Hesperia Water District, 9700 Seventh
Avenue, Hesperia, California 92345.
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HESPERIA WATER DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
June 30, 2020
Water
Operations
& Capital

Sewer
Operations
& Capital

Total

ASSETS
Current Assets:
Cash and cash equivalents
Receivables:
Accounts
Accrued interest
Due from other governmental agencies
Deposits
Inventories
Restricted Assets:
Cash and investments with fiscal agent
Total Current Assets

$

Noncurrent Assets:
Other Noncurrent Assets:
Deposits for self-insurance
Total Other Noncurrent Assets
Capital Assets:
Land
Water rights
Construction in progress
Land improvements
Vehicles
Machinery and equipment
Buildings and improvements
Water and sewer facilities
Less: Accumulated depreciation
Total Capital Assets
Total Noncurrent Assets
Total Assets

99,883

$ 17,596,202

3,662,986
17,543
2,753,143
1,260,801

763,789
28,735
3,300
-

4,426,775
46,278
2,753,143
3,300
1,260,801

9,207
7,803,563

18,392,026

9,207
26,195,589

688,192
688,192

72,117
72,117

760,309
760,309

1,552,271
15,611,810
1,114,518
534,168
1,903,844
4,794,234
4,509,810
140,839,140
(77,395,564)
93,464,231
94,152,423
101,955,986

1,804,537
1,147,916
214,005
681,698
7,137,408
(5,159,994)
5,825,570
5,897,687
24,289,713

$

17,696,085

3,356,808
15,611,810
2,262,434
534,168
2,117,849
5,475,932
4,509,810
147,976,548
(82,555,558)
99,289,801
100,050,110
126,245,699

DEFERRED OUTFLOWS OF RESOURCES
Deferred charges on refunding
Deferred OPEB outflows
Deferred pension outflows
Total Deferred Outflows of Resources

408,532
118,053
1,360,399
1,886,984

See accompanying notes to financial statements.
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210,315
210,315

408,532
118,053
1,570,714
2,097,299

HESPERIA WATER DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
June 30, 2020 (Continued)

Water
Operations
& Capital

LIABILITIES
Current Liabilities:
Accounts payable
Accrued interest payable
Deposits
Due to the City of Hesperia
Due to other governments
Claims payable
Long term debt due within one year
Total Current Liabilities

$

Noncurrent Liabilities:
Total OPEB liability
Net pension liability
Unearned revenue
Compensated absences
Claims payable
Loan payable
Revenue bonds (net of unamortized discounts)
Total Noncurrent Liabilities
Total Liabilities

Sewer
Operations
& Capital

Total

5,953,470
1,276
617,060
4
79,866
1,232,597
7,884,273

$ 1,035,859
5,454
1,999,857
8,134
32,276
3,081,580

$

6,989,329
1,276
617,060
5,458
1,999,857
88,000
1,264,873
10,965,853

1,425,282
5,025,701
30,458
349,690
5,881,331
4,666,343
17,378,805
25,263,078

776,960
494,324
4,401
39,623
1,315,308
4,396,888

1,425,282
5,802,661
494,324
34,859
389,313
5,881,331
4,666,343
18,694,113
29,659,966

574,598
428,986
1,003,584

66,321
66,321

574,598
495,307
1,069,905

5,825,570
14,211,249
$ 20,036,819

88,150,623
394,734
9,067,770
97,613,127

DEFERRED INFLOWS OF RESOURCES
Deferred OPEB inflows
Deferred pension inflows
Total Deferred Inflows of Resources
NET POSITION
Net Investment in capital assets
Restricted for debt service
Unrestricted
Total Net Position

82,325,053
394,734
(5,143,479)
$ 77,576,308

See accompanying notes to financial statements.
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$

HESPERIA WATER DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
For the Year Ended June 30, 2020

Water
Operations
& Capital
OPERATING REVENUES
Water sales
Water services
Sewer services
Other
Total Operating Revenues

$

OPERATING EXPENSES
General and administrative
Engineering
Production
Distribution
Wastewater collection
Customer service
Depreciation and amortization
Total Operating Expenses
OPERATING INCOME (LOSS)

19,433,118
569,268
76,253
20,078,639
3,883,057
990,079
6,254,492
2,533,580
2,957,069
3,207,913
19,826,190
252,449

NONOPERATING REVENUES (EXPENSES)
Unrestricted system improvement and replacement
Property taxes
Rent income
Interest income
Interest expense
Grants received
Loss on disposal of capital assets
Total Nonoperating Revenues (Expenses), Net
Change In Net Position
Net position at beginning of year
Net position at end of year

$

See accompanying notes to financial statements.
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Sewer
Operations
& Capital
$

Total

4,866,672
732
4,867,404

$ 19,433,118
569,268
4,866,672
76,985
24,946,043

293,022
193,766
3,826,359
256,010
4,569,157
298,247

4,176,079
1,183,845
6,254,492
2,533,580
3,826,359
2,957,069
3,463,923
24,395,347
550,696

1,806,811
512,114
215,543
91,879
(620,248)
2,896,118
(40,457)
4,861,760

135,884
135,884

1,806,811
512,114
215,543
227,763
(620,248)
2,896,118
(40,457)
4,997,644

5,114,209

434,131

5,548,340

72,462,099

19,602,688

92,064,787

77,576,308

$ 20,036,819

$ 97,613,127

HESPERIA WATER DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended June 30, 2020
Water
Operations
& Capital
Cash Flows from Operating Activities:
Cash received from water and sewer customers
Cash received from other operating receipts
Cash payments for water purchases
Cash payments for sewer collection and maintenance
Cash payments for services and supplies
Cash payments to employees for services

$ 18,666,173
76,253
(3,464,648)
(3,032,242)
(7,241,693)

Net Cash Provided by Operating Activities
Cash Flows from Noncapital and Related Financing Activities:
Grants received
Property taxes received
Cash received from other funds
Cash paid to other funds
Net Cash Provided (Used) by Noncapital and Related Financing
Activities

Sewer
Operations
& Capital
$

5,288,604
732
(2,269,092)
(432,313)

Total
$ 23,954,777
76,985
(3,464,648)
(2,269,092)
(3,032,242)
(7,674,006)

5,003,843

2,587,931

7,591,774

2,896,118
512,114
(9,689,649)

9,581,257
-

2,896,118
512,114
9,581,257
(9,689,649)

(6,281,417)

9,581,257

3,299,840

Cash Flows from Capital and Related Financing Activities:
Acquisition and construction of capital assets
Unrestricted system improvement and replacement receipts
Proceeds received from state revolving fund loan
Proceeds from sale of assets
Interest payments on long-term debt
Principal payments on long-term debt
Payments for deposits

(3,139,126)
1,806,811
1,961,561
14,225
(575,696)
(875,000)
(415,094)

(565,104)
-

(3,704,230)
1,806,811
1,961,561
14,225
(575,696)
(875,000)
(415,094)

Net Cash Used by Capital and Related Financing
Activities

(1,222,319)

(565,104)

(1,787,423)

Cash Flows from Investing Activities:
Rents received
Interest received

215,543
89,215

137,486

215,543
226,701

Net Cash Provided by Investing Activities

304,758

137,486

442,244

(2,195,135)

11,741,570

9,546,435

2,304,225

5,854,632

8,158,857

$

109,090

$ 17,596,202

$ 17,705,292

$

99,883
9,207
109,090

$ 17,596,202
$ 17,596,202

$ 17,696,085
9,207
$ 17,705,292

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Cash and cash equivalents
Cash and cash equivalents
Cash and investments with fiscal agent
Cash and cash equivalents at end of year

$

See accompanying notes to financial statements.
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HESPERIA WATER DISTRICT
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2020

Water
Operations
& Capital

Sewer
Operations
& Capital

Total

Reconciliation of Operating Income to Net Cash Flows Provided by Operating Activities:
Operating income (Loss)

$

Adjustments to Reconcile Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities:
Depreciation and amortization

252,449

$

3,207,913

Changes in operating assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in deposits
(Increase) decrease in inventory
(Increase) decrease in prepaid expenses
(Increase) decrease in due from other governments
(Increase) decrease in deferred outflows on pension
(Increase) decrease in deferred outflows on OPEB
Increase (decrease) in accounts and claims payable
Increase (decrease) in customer deposits
Increase (decrease) in due to other governments
Increase (decrease) in net OPEB obligation
Increase (decrease) in deferred revenue
Increase (decrease) in net pension liability
Increase (decrease) in compensated absences
Increase (decrease) in deferred OPEB inflows
Increase (decrease) in deferred inflows on pension
Total Adjustments
Net Cash Provided (Used) by Operating Activities

(433,337)
(98,167)
(172,089)
35,126
(865,037)
(19,636)
(72,098)
2,526,312
(27,370)
180,284
(10,469)
496,389
42,956
(95,110)
55,727
4,751,394
$ 5,003,843

$

Supplemental Disclosures:
Noncash Capital and Financing Activities
Amortization Related to Long-Term Debt

$

$

See accompanying notes to financial statements.
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74,532

298,247

$

550,696

256,010

3,463,923

(72,380)
(11,581)
54
(3,746)
532,920
999,691
494,324
79,138
6,440
8,814
2,289,684
2,587,931

(505,717)
(109,748)
(172,089)
35,126
(864,983)
(23,382)
(72,098)
3,059,232
(27,370)
999,691
180,284
483,855
575,527
49,396
(95,110)
64,541
7,041,078
7,591,774

-

$

$

74,532
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HESPERIA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2020

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
The accounting policies of the Hesperia Water District (the District) conform to generally accepted
accounting principles as applicable to governmental units. The following is a summary of the more
significant policies:
a. Reporting Entity:
The District was organized on March 28, 1975 pursuant to Section 30000 et seq. of the
California Water Code. The District has two main areas of responsibility that are as follows:
Water Operations & Capital - The Water Division’s main objective is to deliver and ensure
adequate supplies of water. The water is to meet all drinking water quality regulations and to
maintain District Facilities to ensure unobstructed flows during water runoff.
Sewer Operations & Capital - The Sewer Division’s main objective is to transmit and ensure
continuous unobstructed flows of sewage to the regional plant.
The District is an integral part of the reporting entity of the City of Hesperia (the City). The
accounts of the District have been included within the scope of the basic financial statements of
the City because the City Council has financial accountability over the operations of the District.
Only the accounts of the District are included herein, therefore, these financial statements do
not purport to represent the financial position or results of operations of the City of Hesperia.
b. Basis of Presentation:
The District reports its activities as an enterprise fund, which is used to account for operations
that are financed and operated in a manner similar to a private business enterprise, where the
intent of the District is that the costs (including depreciation) of providing goods or services to
the general public on a continuing basis be financed or recovered primarily through user
charges. Revenues and expenses are recognized on the accrual basis. Revenues are
recognized in the accounting period in which they are earned and expenses are recognized in
the period incurred.
.
c. Measurement Focus and Basis of Accounting:
“Measurement focus” is a term used to describe which transactions are recorded within the
various financial statements. “Basis of accounting” refers to when transactions are recorded
regardless of the measurement focus applied. The accompanying financial statements are
reported using the “economic resources measurement focus,” and the “accrual basis of
accounting.” Accordingly, all assets, deferred outflows of resources, liabilities (whether current
or noncurrent) and deferred inflows of resources are included on the Statement of Net Position.
The Statement of Revenues, Expenses and Changes in Net Position presents increases
(revenues) and decreases (expenses) in total net position. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows.
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HESPERIA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
d. New Accounting Pronouncements:
Current Year Standards
In May 2020, GASB issued Statement No. 95, Postponement of the Effective Dates of Certain
Authority Guidance, which was effective immediately. This Statement provided temporary relief
to governments and other stakeholders in light of the COVID-19 pandemic and postponed 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.
In June 2020, GASB issued Statement No. 97, Certain Component Unit Criteria, and
Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred
Compensation Plans—an amendment of GASB Statements No. 14 and No. 84, and a
supersession of GASB Statement No. 32. Paragraphs 4 and 5 are applicable to fiscal year
2019-2020. This Statement requires that for purposes of determining whether a primary
government is financially accountable for a potential component unit, except for a potential
component unit that is a defined contribution pension plan, a defined contribution OPEB plan,
or an other employee benefit plan (for example, certain Section 457 plans), the absence of a
governing board should be treated the same as the appointment of a voting majority of a
governing board if the primary government performs the duties that a governing board typically
would perform.
This Statement also requires that the financial burden criterion in paragraph 7 of Statement No.
84, Fiduciary Activities, be applicable to only defined benefit pension plans and defined benefit
OPEB plans that are administered through trusts that meet the criteria in paragraph 3 of
Statement No. 67, Financial Reporting for Pension Plans, or paragraph 3 of Statement
No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans,
respectively.
The requirements of these paragraphs did not impact the City.
Pending Accounting Standards
In June 2017, GASB issued Statement No. 87, Leases. This statement requires 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 for
leases with a term of more than 12 months. 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 of resources, thereby enhancing the
relevance and consistency of information about governments’ leasing activities. For leases with
a term of 12 months or less, lessees and lessors should recognize short-term lease payments
as outflows of resources or inflows of resources, respectively, based on the payment provisions
of the lease contract. The requirements of this Statement are effective for reporting periods
beginning after June 15, 2021, early application is encouraged.
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HESPERIA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
d. New Accounting Pronouncements (Continued):
In January 2020, GASB issued Statement No. 92, Omnibus 2020. This statement addresses
practice issues that have been identified during implementation and application of certain
GASB Statements. This Statement addresses a variety of topics including issues related to
leases, fiduciary activities, measurement of liabilities (and assets, if any) related to asset
retirement obligations (AROs) in a government acquisition, reporting by public entity risk pools
for amounts that are recoverable from reinsurers or excess insurers, reference to nonrecurring
fair value measurements of assets or liabilities in authoritative literature and terminology used
to refer to derivative instruments.
The requirements of this Statement are effective as follows:





The requirements related to the effective date of Statement 87 and Implementation Guide
2019-3, reinsurance recoveries, and terminology used to refer to derivative instruments are
effective upon issuance.
The requirements related to intra-entity transfers of assets and those related to the
applicability of Statements 73 and 74 are effective for fiscal years beginning after June 15,
2021.
The requirements related to application of Statement 84 to postemployment benefit
arrangements and those related to nonrecurring fair value measurements of assets or
liabilities are effective for reporting periods beginning after June 15, 2021.
The requirements related to the measurement of liabilities (and assets, if any) associated
with AROs in a government acquisition are effective for government acquisitions occurring
in reporting periods beginning after June 15, 2021.

The requirements related to the measurement of liabilities (and assets, if any) associated with
AROs in a government acquisition are effective for government acquisitions occurring in
reporting periods beginning after June 15, 2021.
e. Cash and Cash Equivalents:
For purposes of the statements of cash flows, cash and cash equivalents have been defined as
demand deposits and highly liquid investments purchased with an original maturity of 90 days
or less.
Cash and investments are pooled with City of Hesperia for investment purposes, with interest
being allocated quarterly to all funds legally requiring allocation and to other various funds at
the direction of management based on average month-end pooled funds’ cash and investment
balances. Interest income for cash and investments excluded from pooled cash is credited
directly to the related fund. Investment policies applicable to the District’s funds are those of the
City and are included in the notes to the City’s basic financial statements.
f.

Capital Assets:
Capital assets, which include equipment, are depreciated and are reported in the governmentwide financial statements. District policy has set the capitalization threshold for reporting capital
assets at $5,000.
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HESPERIA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
f. Capital Assets (Continued):
Capital assets have an estimated useful life greater than one year and are valued at historical
cost or estimated cost if actual historical cost is not available. Donated capital assets are
recorded at acquisition value at the date of acquisition. The cost of normal maintenance and
repairs that do not add to the value of the assets or materially extend asset lives are not
capitalized.
Depreciation is charged to operations using the straight-line method based on the estimated
useful life of an asset ranging from 5-30 years.
g. Deferred Outflows/Inflows of Resources:
In addition to assets, the statement of net position will sometimes report 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 so
will not be recognized as an outflow of resources (expense/expenditure) until then. The District
has the following items that qualify for reporting in this category:






Deferred Loss on Refunding – A deferred charge on refunding results from the difference
in the carrying value of refunded debt and its reacquisition price. This amount is deferred
and amortized over the shorter of the life of the refunded or refunding Deferred Outflow
Related to Pensions and OPEB – These amounts are equal to employer contributions
made after the measurement date of the net pension liability and net OPEB liability.
Deferred Outflow Related to Pensions – For the differences between expected and actual
experience, changes in assumption and changes in employer’s proportion. These amounts
are amortized over a closed period equal to the average of the expected remaining
services lives of all employees that are provided with pensions through the Plan.
Deferred Outflow to OPEB – For changes in proportion and changes in assumptions.
These amounts are amortized over a closed period equal to the average of the expected
remaining services lives of all employees that are provided with OPEB through the Plan.

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 of net position that applies to a future period(s) and so will
not be recognized as an inflow of resources (revenue) until that time. The District has the
following items that qualify for reporting in this category:


Deferred Inflows Related to Pensions - For the difference between expected and actual
experience, changes in assumptions, and differences between the District’s contributions
and proportionate share of contributions. These amounts are amortized over a closed
period equal to the average of the expected remaining service lives of all employees
provided with pensions through the plans.



Deferred Inflows Related to OPEB – For difference between expected and actual
experience changes in assumption, changes in assumption and changes in proportion.
These amounts are amortized over a closed period equal to the average of the difference
between expected and actual expense and the expected remaining service lives of all
employees provided with OPEB through the plans.



Deferred Outflow Related to Pensions - These items are the difference in projected and
actual earnings on investments of the pension plan and are amortized over five years.
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HESPERIA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
h. Receivables:
All accounts, taxes, and service receivables are shown net of an allowance for uncollectibles.
i. Inventories:
Inventories are valued at cost on a first-in, first-out basis. The inventory consists of meters,
pipes, and other parts required providing water and wastewater services to customers.
j. Net Position:
In the Statement of Net Position, the net position is classified in the following categories:
• Net investment in capital assets – This amount consists of capital assets net of
accumulated depreciation and reduced by outstanding debt that is attributed to the
acquisition, construction, or improvement of the assets.
• Restricted net position – This amount is restricted by external creditors, grantors,
contributors, or laws or regulations of other governments.
• Unrestricted net position – This amount is all net position that does not meet the definition
of “net investment in capital assets” or “restricted net position.”
When both restricted and unrestricted resources are combined in a fund, expenses are
considered to be paid first from restricted resources, and then from unrestricted resources.
k. 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
District’s California Public Employees’ Retirement System (CalPERS) plans (Plans) and
additions to/deductions from the Plans’ fiduciary net position have been determined on the
same basis as they are reported by CalPERS. 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.
l.

Use of Estimates:
The preparation of financial statements in conformity with generally accepted accounting
principles 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
those estimates.
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HESPERIA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

2. CASH, CASH EQUIVALENTS, AND INVESTMENTS:
Cash and investments at June 30, 2020 are classified in the accompanying financial statements as
follows:

STATEMENT OF NET POSITION:
Current Assets:
Cash and cash equivalents
Restricted assets:
Cash with fiscal agent
Total cash and investments

$ 17,696,085
9,207
$ 17,705,292

Investments Authorized by the California Government Code and the District’s Investment Policy
The table below identifies the investment types that are authorized for the District by the California
Government Code (or the District’s investment policy, where more restrictive). The table also
identifies certain provisions of the California Government Code (or the District’s investment policy,
where more restrictive) that address interest rate risk, credit risk, and concentration of credit risk.
This table does not address investments of debt proceeds held by a bond trustee that are
governed by the provisions of debt agreements of the District’s, rather than the general provisions
of the California Government Code or the District’s investment policy.

Authorized Investment Type

Maximum
Maturity

Maximum
Percentage
Of Portfolio

Maximum
Investment
In One Issuer

U.S. Treasury Obligations
U.S. & State or Local Agency Securities
Banker’s Acceptances
Commercial Paper
Negotiable Certificates of Deposit
Repurchase Agreements
Local Agency Investment Fund (LAIF)
Medium-Term Notes
Mutual & Money Market Funds
Collateralized Bank Deposits
Investment Pools
Municipal Bonds
Supranational Obligations

5 years
5 years
180 days
270 days
5 years
1 year
N/A
5 years
90 days
5 years
N/A
5 years
5 years

100%
100%
25%
15%
25%
20%
100%
30%
20%
10%
30%
10%
30%

None
None
5%
10%
None
None
None
None
10%
None
None
None
None

Investments Authorized by Debt Agreements
Investments authorized for funds held by bond trustees include U.S. Treasury Obligations, U.S.
Government Sponsored Enterprise Securities, Certificates of Deposits, Commercial Paper, Local
Agency Bonds, Bankers’ Acceptances, Money Market Mutual Funds, Repurchase Agreements,
Investment Contracts, and any other investments permitted by bond insurer and are legal
investments under State laws. There were no limitations on the maximum amount that can be
invested in one issuer or maximum percentage allowed.

22

HESPERIA WATER DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS

2. CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued):
Disclosures Related to Interest Rate Risk, Credit Risk, Custodial Credit Risk, and Fair Value
Measurements
The District’s cash and investments are pooled with the City of Hesperia’s cash and investments.
Additional disclosures regarding $17,696,085 in pooled investments related to interest rate risk,
credit risk, custodial credit risk, and fair value measurements are available in the City of Hesperia’s
Comprehensive Annual Financial Report.
Disclosures Relating to Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of
its fair value to changes in market interest rates. One of the ways that the District manages its
exposure to interest rate risk is by purchasing a combination of shorter term and longer term
investments and by timing cash flows from maturities so that a portion of the portfolio is maturing or
coming close to maturity evenly over time as necessary to provide the cash flow and liquidity
needed for operations.
At June 30, 2020, the District held money market funds with fiscal agent in the amount of $9,207
that was available on demand.
Disclosures Relating to 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. Presented below is the actual rating, by Standard & Poor’s, as of
year-end for each investment type:

Investment Type
Investments with fiscal agent:
Money market funds
Total

Total as of
June 30,
2020
$
$

9,207
9,207

Minimum
Legal
Rating
A

AAA
$
$

9,207
9,207

Custodial Credit Risk
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 of another party. The
California Government Code and the District’s investment policy do not contain legal or policy
requirements that would limit the exposure to custodial credit risk for deposits or investments.
Fair Value Measurements
The District categorizes its fair value measurement within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the relative inputs used to
measure the fair value of the investments. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets (Level 1 measurements) and the lowest priority
to unobservable inputs (Level 3 measurements).
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NOTES TO THE BASIC FINANCIAL STATEMENTS

2. CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued):
Fair Value Measurements (Continued)
The District’s amounts included in the investment pool of the City of Hesperia in the amount of
$17,696,085 and investment in money market funds in the amount of $9,207 are not subject to fair
value measurement.
3. CAPITAL ASSETS AND DEPRECIATION:
Capital asset activity for the year ended June 30, 2020 was as follows:
Balance at
June 30, 2019
Capital assets, not being depreciated:
Land
Water rights
Construction in progress
Total capital assets,
not being depreciated

$

3,356,808
15,611,810
12,019,313

Increases
$

3,530,717

Decreases
$

(13,287,596)

Balance at
June 30, 2020
$

3,356,808
15,611,810
2,262,434

30,987,931

3,530,717

(13,287,596)

21,231,052

Capital assets being depreciated:
Land improvements
Vehicles
Machinery and equipment
Buildings and improvements
Water facilities
Sewer facilities
Total capital assets,
being depreciated

722,281
2,478,175
5,580,658
4,509,810
127,552,244
7,137,408

63,391
110,822
13,286,896
-

(188,113)
(423,717)
(215,548)
-

534,168
2,117,849
5,475,932
4,509,810
140,839,140
7,137,408

147,980,576

13,461,109

(827,378)

160,614,307

Less accumulated depreciation for:
Land improvements
Vehicles
Machinery and equipment
Buildings and improvements
Water facilities
Sewer facilities
Total accumulated depreciation

(658,167)
(2,145,297)
(4,539,261)
(4,260,511)
(63,665,433)
(4,595,662)
(79,864,331)

(9,431)
(65,466)
(133,271)
(14,377)
(3,062,625)
(178,753)
(3,463,923)

133,431
423,717
215,548
772,696

(534,167)
(1,787,046)
(4,456,984)
(4,274,888)
(66,728,058)
(4,774,415)
(82,555,558)

68,116,245

9,997,186

(54,682)

78,058,749

99,104,176

$ 13,527,903

$ (13,342,278)

$ 99,289,801

Total capital assets,
being depreciated,net
Total capital assets, net

$

Depreciation expense for the year ended June 30, 2020 was $3,207,913 for Water operating and
capital and $256,010 for Sewer operating and capital.
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4. LONG-TERM DEBT:
The summary of changes in principal balance of long-term debt for the year ended June 30, 2020:
Principal
Balance at
June 30, 2019
Direct Borrowings:
Loan payable - SRF
Other Debt:
Revenue Bonds
Less deferred amounts:
Bond discounts
T otal Revenue Bonds

$

Other Long-term Liabilities:
Compensated absences
Claims Payable
T otal Long-term Debt

$

Additions

Deductions
$

Due
Within
One Year

$ 6,060,574

$ 179,243

4,099,013

$ 1,961,561

6,410,000

-

(875,000)

5,535,000

830,000

(45,100)
6,364,900

6,443
6,443

(875,000)

(38,657)
5,496,343

830,000

241,093
730,375

235,367
10,038

(185,971)
(263,100)

290,489
477,313

255,630
88,000

11,435,381

$ 2,213,409

(1,324,071)

$ 12,324,719

$1,352,873

$

-

Principal
Balance at
June 30, 2020

Long-term debt at June 30, 2020 is comprised of the following issues:
Balance at
June 30, 2020
1998A Variable Rate Lease Revenue Refunding Bonds
The District issued 28-year variable rate lease revenue refunding bonds
on July 2, 1998 for $18,040,000 to refund a 1991, $17,675,000
Certificate of Participation issue. The 1991 Certificate of participation is
considered defeased; therefore, the issue is not included in the District’s
financial statements. The bonds require the District to collect gross
revenues, as defined in the agreement, of at least 125% of the annual
debt service of the bonds and any parity debt of the District. The District
is legally required to make principal and interest payments from the net
revenues of the District. The 1998A issue has an initial interest rate of
5.95%, and weekly variable rates thereafter until the fixed rate
conversion date, with maturities through the year 2026, ranging from
$435,000 to $1,105,000. The 1998A bonds were issued at a discount of
$180,400, which is being amortized over the life of the 1998A Bonds.
The difference between the reacquisition price and the net carrying value
of the 1991 Certificate of Participation, $1,906,482, has been deferred
and is being amortized over the remaining life of the Bonds as a
component of interest expense. In June 2004, the District entered into a
variable-to-fixed-interest rate swap with Bank of America, N.A. The
swap requires Bank of America, N.A. to pay the variable rate while fixing
the District rate at 5.96%. The agreement provides up to $10,000,000,
which is fixed at 5.96%. The swap ended at June 1, 2020.
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4. LONG-TERM DEBT (Continued):
State Revolving Fund Loan
On December 15, 2015, the Hesperia Water District Board of Directors approved a California
Clean Water State Revolving Fund Loan with the California State Water Resources Control Board
to finance the construction of a reclaimed water pipeline distribution system. State approval was
obtained on September 23, 2016 in an amount up to $9,946,413 at 1% interest, with repayment of
principal and interest on the 30-year loan commencing one year after the completion of
construction. Construction was completed during the fiscal year and total draws amounted to
$6,012,919. Capitalized interest of $47,655 was added to the principal.
$ 6,060,574
Compensated Absences
Claims Payable
Subtotal
Less:
Bond Discounts
Total Long-Term Debt Before Current Portion
Less:
Current Portion – Due Within One Year
Total Long-Term Portion of Long-Term Debt

290,489
477,313
12,363,376
(38,657)
12,324,719
(1,352,873)
$ 10,971,846

The annual debt service requirements by year for the 1998A Variable Rate Lease Revenue
Refunding Bonds are as follows:

Fiscal Year
Ending
2021
2022
2023
2024
2025
2026

Principal

Interest

830,000
865,000
900,000
940,000
980,000
1,020,000
$ 5,535,000

$ 130,626
111,038
90,624
69,384
47,200
24,072
$ 472,944

$

Total
$

960,626
976,038
990,624
1,009,384
1,027,200
1,044,072
$ 6,007,944

The annual debt service requirements by year for the State Revolving Fund Loan are as follows:
Fiscal Year
Ending
2021
2022
2023
2024
2025
2026-2030
2031-2035
2036-2040
2041-2045
2046-2050

Principal
$

179,243
175,823
177,581
179,357
181,150
933,289
980,894
1,030,930
1,083,519
1,138,788
$ 6,060,574
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Interest
$

55,394
58,813
57,055
55,279
53,486
239,891
192,286
142,250
89,661
34,391
$ 978,506

Total
$

234,637
234,636
234,636
234,636
234,636
1,173,180
1,173,180
1,173,180
1,173,180
1,173,179
$ 7,039,080
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5. SELF-INSURANCE RISK POOL:
Public Entity Risk Management Authority
The Water District is a member of the Public Entity Risk Management Authority (PERMA), a joint
powers authority of 28 California cities and districts, for the purpose of pooling the District’s risk for
worker’s compensation and general liability insurance with those of other member cities and
districts. The Governing Board of PERMA is comprised of directors nominated and selected by
each member city and district. Each governing board member has one vote regarding all financial
and management issues coming before the Board.
Each member is billed annually for general liability and premiums are paid quarterly for workers’
compensation insurance. Estimated premiums for claims to be paid and a reserve are advanced
upon joining PERMA. Each year PERMA adjusts its premiums based on District payroll figures,
claims paid, and claims incurred but not reported. The District receives audited financial
statements of PERMA each year which have been audited by other auditors.
The Water District is self-insured for the first $250,000 of each claim, pertaining to Worker’s
Compensation Liability Coverage, and PERMA will assume each claim’s liability between
$250,000 and $500,000. For any Worker’s Compensation Liability claim exceeding $500,000, the
District is insured by Excess Insurer’s Limited Liability for up to $5,000,000 of each employer’s
liability claim and up to Statutory for each Workers’ Compensation Claim. For General Liability,
the District is self-insured for up to $50,000. PERMA will assume each claim exceeding $50,000
to $1,000,000. For all General Liability claims exceeding $1,000,000, the District is insured by
Excess Insurers Limit of Liability for up to $50,000,000. There were no instances in the past three
years where a settlement exceeded the District’s general liability coverage and one instance in
2012 of a workers’ compensation claim exceeding the District’s coverage which was transferred to
excess coverage for settlement.
6.

PUBLIC EMPLOYEES RETIREMENT SYSTEM:
a. General Information about the Pension Plans
Plan Descriptions
All qualified permanent and probationary employees are eligible to participate in the District’s
Miscellaneous cost-sharing defined benefit pension plan administered by the California Public
Employees’ Retirement System (CalPERS). Benefit provisions under the Plans are established
by State statute and City resolution. CalPERS issues publicly available reports that include a
full description of the pension plans regarding benefit provisions, assumptions and membership
information that can be found on the CalPERS website.
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PUBLIC EMPLOYEES RETIREMENT SYSTEM (Continued):
a. General Information about the Pension Plans (Continued)
Benefits Provided
CalPERS 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 to 62 with statutorily reduced
benefits. For employees hired into a plan with the 2.7% at 55 formula, eligibility for service
retirement is age 55 with at least 5 years of services. PEPRA miscellaneous members become
eligible for service retirement upon attainment of age 52 with at least 5 years of service. All
members are eligible for nonduty disability benefits after 5 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 each plan are applied as
specified by the Public Employees’ Retirement Law.
The Plans’ provisions and benefits in effect at the measurement date ended June 30, 2019, are
summarized as follows:
Miscellaneous
Hire date

Prior to

On or After

January 1, 2013

January 1, 2013

Benefit formula
Benefit vesting schedule

2.7%@55

2%@62

5 years of service

5 years of service

monthly for life

monthly for life

50-55+

52 - 67+

2.0% to 2.7%

1.0% to 2.5%

8.000%

6.250%

Benefit payments
Retirement age
Monthly benefits, as a % of eligible
compensation
Required employee contribution rates (1)
Required employer contribution rates:
Normal cost rate

12.212%

Payment of unfunded liability

$

226,914

6.842%
$

357

Contributions
Section 20814(c) of the California Public Employees’ Retirement Law requires that the
employer contribution rates for all public employers are determined on an annual basis by the
actuary and shall be effective on the July 1 following notice of a change in the rate. The total
plan contributions are determined through CalPERS’s annual actuarial valuation process. 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. The District is required to contribute the difference between the actuarially
determined rate and the contribution rate of employees. District contribution rates may change
if plan contracts are amended. Payments made by the employer to satisfy contribution
requirements that are identified by the pension plan terms as plan member contributions
requirements are classified as plan member contributions.
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PUBLIC EMPLOYEES RETIREMENT SYSTEM (Continued):
a. Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to
Pensions
As of June 30, 2020, the District reported a liability of $5,802,661 for its proportionate share of
the net pension liability which was measured as of June 30, 2019. The total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of
June 30, 2018, rolled forward to June 30, 2019, using standard update procedures. The
District’s proportionate share of the net pension liability was based on a projection of the
District’s long-term share of contributions to the pension plans relative to the projected
contributions of all participating employers, actuarially determined.
The District’s proportionate share of the net pension liability as of the measurement dates
ended June 30, 2018 and 2019, are as follows:

Proportion - June 30, 2018
Proportion - June 30, 2019
Change - Increase (Decrease)

0.05424%
0.05663%
0.00239%

The District recognized pension expense of $1,277,986 for the fiscal year ended June 30, 2020
and reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:
Deferred

Deferred

Outflows

Inflows

of Resources

of Resources

Pension contributions subsequent
to measurement date

$

661,300

$

-

Differences between actual and
expected experience

403,019

(31,226)

Change in assumptions

276,698

(98,087)

Change in employer's proportion

229,697

Change in differences between the
employer's contributions and the
employer's proportionate
share of contributions

-

(264,546)

Net differences between projected and
actual earnings on plan investments
Total
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$

1,570,714

$

(101,448)
(495,307)
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PUBLIC EMPLOYEES RETIREMENT SYSTEM (Continued):
b. Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to
Pensions (Continued)
$661,300 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the fiscal year ending June 30, 2021. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized
in pension expense as follows:

Year
Ending
June 30,
2021
2022
2023
2024
2025
Thereafter

$

407,723
(61,580)
47,465
20,499
-

Actuarial Assumptions
The total pension liability for the June 30, 2019, measurement period was determined by an
actuarial valuation as of June 30, 2018, with update procedures used to roll forward the total
pension liability to June 30, 2019. The total pension liability was based on the following
assumptions:
Valuation Date
Measurement Date
Actuarial Cost Method

June 30, 2018
June 30, 2019
Entry-Age Normal
Cost Method

Actuarial Assumptions:
Discount Rate
Inflation
Salary Increase
Mortality Rate Table
Post-Retirement Benefit Increase

7.15%
2.50%
(1)
(2)
(3)

(1) Varies by entry age and service.
(2) The mortality table used was developed based on CalPERS-specific
data. The probabilities of mortality are based on the 2017 CalPERS
Experience Study for the period from 1997 to 2015. Pre-retirement and
Post-retirement mortality rates includes 15 years of projected mortality
improvement using 90% of Scale MP-2016 published by the Society of
Actuaries. For more details on this table, please refer to the CalPERS
Experience Study and Review of Actuarial Assumptions report from
(3) The less of contract COLA or 2.50% until Purchasing Power Protection
Allowance Floor on purchasing power applies, 2.50% thereafter.
(4) The plan has no active members; therefore, there is no salary increase.
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PUBLIC EMPLOYEES RETIREMENT SYSTEM (Continued):
b. Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to
Pensions (Continued)
Long-Term Expected Rate of Return
The long-term expected rate of return on pension plan investments was determined using a
building-block method in which expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class.
In determining the long-term expected rate of return, CalPERS 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 (geometric)
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 equal to the single equivalent rate
calculated above and adjusted to account for assumed administrative expenses.
The expected real rates of return by assets class are as follows:
Assumed
Asset
Allocation
50.00%
28.00%
0.00%
8.00%
13.00%
1.00%

Asset Class (a)
Global Equity
Fixed Income
Inflation Assets
Private Equity
Real Assets
Liquidity
Total

Real Return
Years
1 - 10 (b)
4.80%
1.00%
0.77%
6.30%
3.75%
0.00%

Real Return
Years
11+ (c)
5.98%
2.62%
1.81%
7.23%
4.93%
-0.92%

100.00%

(a) In the CalPERS CAFR, fixed income is included in global debt securities; liquidity is
included in short-term investments; and inflation assets are included in both global equity
securities and global debt securities.
(b) An expected inflation of 2.0% was used for this period.
(c) An expected inflation of 2.92% was used for this period.

Discount Rate
The discount rate used to measure the total pension liability was 7.15%. The projection of cash
flows used to determine the discount rate assumed that contributions from plan members will
be made at the current member contribution rates and that contributions from employers will be
made at statutorily required rates, actuarially determined. Based on those assumptions, the
Plan’s fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, the long-term expected rate of return on plan
investments was applied to all periods of projected benefit payments to determine the total
pension liability.
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PUBLIC EMPLOYEES RETIREMENT SYSTEM (Continued):
b. Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to
Pensions (Continued)
Sensitivity of the Proportionate Share of the Net Pension Liability 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 of 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 one percentage point lower or one percentage point higher than the current rate:
1% Decrease
Net Pension Liability

6.15%
$ 9,105,950

Current Discount Rate
Net Pension Liability

7.15%
$ 5,802,661

1% Increase
Net Pension Liability

8.15%
$ 3,076,030

Pension Plan Fiduciary Net Position
Detailed information about each pension plan’s fiduciary net position is available in the
separately issued CalPERS financial reports.
c. Payables to the Pension Plan
At June 30, 2020, the District had no outstanding amount of contributions to the pension plan
required for the year ended June 30, 2020.
7. OTHER POST-EMPLOYMENT BENEFIT OBLIGATIONS:
Plan Descriptions
The District participates in the City’s defined other post-employment benefits (OPEB) health
care plan. The plan, which is administered by the City, provides certain health-care benefits to
retired and disabled employees and their beneficiaries. No assets are accumulated in a trust
that meets the criteria in paragraph 4 of GASB Statement 75. The plan does not issue a
separate report.
Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB
As of June 30, 2020, the District reported a liability of $1,425,282 for its proportionate share of
the total OPEB liability which was measured as of June 30, 2019. The total OPEB liability used
to calculate the OPEB liability was determined by an actuarial valuation as of June 30, 2018,
rolled forward to June 30, 2019, using standard update procedures. The District’s proportionate
share of the Total OPEB liability was based on a projection of the District’s long-term share of
contributions to the plan relative to the projected contributions of all participating funds,
actuarially determined.
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7. OTHER POST-EMPLOYMENT BENEFIT OBLIGATIONS (CONTINUED):
a. General Information about the Pension Plans
Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB
(Continued)
The District recognized OPEB expense of $45,422 for the fiscal year ended June 30, 2020 and
reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:

OPEB contributions subsequent to measurement date
Differences between actual and expected experience
Change in proportion
Change in assumptions
Total

Deferred
Outflows
of Resources
$
41,537
5,685
70,831

Deferred
Inflows
of Resources
$
(243,967)
(2,454)
(328,177)

$

$

118,053

(574,598)

$41,537 reported as deferred outflows of resources resulting from District’s contributions
subsequent to measurement date will be recognized as a reduction of the total OPEB liability in
the fiscal year ending June 30, 2021. Other amounts reported as deferred outflows of resources
and deferred inflows of resources related to OPEB will be recognized as OPEB expense as
follows:
Year
Ending
June 30,
2021
2022
2023
2024
2025
Thereafter

$

Amount
(90,143)
(90,143)
(90,143)
(90,143)
(90,143)
(47,367)

Actuarial Assumptions and Other Inputs
The total OPEB liability as of June 30, 2019, measurement date was determined using the
following actuarial assumptions and other inputs, applied to all periods included in the
measurement, unless otherwise specified:
Valuation Date
Measurement Date
Actuarial Cost Method
Actuarial Assumptions:
Discount Rate
Inflation
Projected Salary Increase

June 30, 2018
June 30, 2019
Entry-Age Normal Cost Method
3.50%
2.75%
Aggregate - 3.00%

Health-Care Cost Trend Rates
Mortality, Retirement, Disability, Termination
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Non-Medicare 7.25% for 2021, decreasing
to 4.0% in 2076, Medicare 6.3% for 2021,
decreasing to 4.0% in 2076
Derived from 2017 CalPERS 1997-2015
experience study.
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7. OTHER POST-EMPLOYMENT BENEFITS (Continued):
Discount Rate
There are no assets accumulated in a separately established trust fund, therefore, the discount
rate was based on a high-quality 20-year tax-exempt bond buyer index rate. The municipal bond
rate utilized was 3.50%.
Change in Assumption
Discount rate was changed from 3.87% to 3.50%.
Sensitivity of the Total OPEB Liability the Changes in the Discount Rate
The following presents the total OPEB liability of the District, calculated using the discount rate for
the Plan, as well as what the District’s total OPEB liability would be if it were calculated using a
discount rate that is one percentage point lower or one percentage point higher than the current
rate.

Total OPEB Liability

1% Decrease
2.50%
$
1,680,647

Discount Rate
3.50%
$
1,425,282

1% Increase
4.50%
$
1,224,159

The following presents the total OPEB liability of the District, as well as what the District’s total
OPEB liability would be if it were calculated using health-care cost trend rates that are 1-percentage
point lower or 1 percentage point higher than the current health-care cost trend rates:

Total OPEB Liability

1% Decrease
Non-Medicare 6.25%
decreasing to 3.0%
Medicare 5.3%
decreasing to 3.0%
$
1,183,893
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Current Health-Care
Cost Trend Rates
Non-Medicare 7.25%
decreasing to 4.0%
Medicare 6.3%
decreasing to 4.0%
$
1,425,282

1% Increase
Non-Medicare 8.25%
decreasing to 5.0%
Medicare 7.3%
decreasing to 5.0%
$
1,742,007
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SCHEDULE OF THE HESPERIA WATER DISTRICT CONTRIBUTIONS
CalPERS Pension Plan
Last 10 Fiscal Years¹
2020

Contractually Required Contribution (actuarial determined)

$

Contributions in Relation to the Contractually Required
Contribution

2019

661,300

$

(661,300)

568,588

$

(568,588)

Contribution Deficiency (Excess)

$

District's Covered Payroll²

$ 3,314,362

$ 3,113,931

19.95%

18.26%

Contributions as a Percentage of Covered Payroll²

-

2018

$

-

2017

48,669

$

(48,669)
$

-

458,173

$

413,694

(458,173)
$

2015¹

2016
$

407,848

(413,694)

(407,848)

-

$

-

$

-

$ 3,070,918

$ 2,922,069

$

2,856,162

$

2,886,343

1.58%

15.68%

14.48%

14.13%

¹Historical information was changed from the actuarial determined contributions to actual contributions for each fiscal year as indicated by GASB 68, paragraph 81(b).
²The District's covered-employee payroll was recalculated based on actual pensionable earnings reported to CalPERS during the fiscal year.
Notes to Schedule:
Valuation Date

6/30/2018

6/30/2017

6/30/2016

6/30/2015

6/30/2014

6/30/2013

Methods and Assumptions Used to Determine Contribution Rates:
Actuarial cost method
Entry age
Amortization method
(1)
Asset valuation method
Fair Value

Entry age
(1)
Fair Value

Entry age
(1)
Fair Value

Entry age
(1)
Fair Value

Entry age
(1)
Fair Value

2.50%
(2)
7.15% (3)
(4)
(5)

2.75%
(2)
7.15% (3)
(4)
(5)

2.75%
(2)
7.65% (3)
(4)
(5)

2.75%
(2)
7.65% (3)
(4)
(5)

Entry age
(1)
15-Year
Smoothed
Market Method
2.75%
(2)
7.50% (3)
(4)
(5)

Inflation
Salary increases
Investment rate of return
Retirement age
Mortality

2.50%
(2)
7.15% (3)
(4)
(5)

(1) Level percentage of payroll, closed.
(2) Depending on age, service, and type of employment.
(3) Net of pension plan investment expense, including inflation.
(4) Minimum 50 years.
(5) Mortality assumptions are based on mortality rates resulting from the most recent CalPERS Experience Study adopted by the CalPERS Board.
* Fiscal year 2015 was the first year of implementation and therefore only six years are shown.
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SCHEDULE OF HESPERIA WATER DISTRICT
PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
CalPERS Pension Plan
Last 10 Fiscal Years¹
2020

District's Proportion of the Net Pension
Liability/(Asset)

2019

0.05663%

2018

0.05424%

2017

0.05329%

2016

0.05179%

2015

0.04944%

0.04068%

District's Proportionate Share of the Net
Pension Liability/(Asset)

$

5,802,661

$

5,227,134

$

5,285,098

$

4,481,347

$

3,393,749

$

2,531,398

District's Covered Payroll²

$

3,113,931

$

3,070,918

$

2,922,069

$

2,856,162

$

2,886,343

$

2,947,053

District's Proportionate Share of the Net
Pension Liability/(Asset) as a Percentage of
its Covered Payroll²

186.35%

170.21%

180.87%

156.90%

117.58%

85.90%

Plan's Proportionate Share of the Fiduciary
Net Position as a Percentage of its Total
Pension Liability

75.26%

75.26%

73.31%

74.06%

78.40%

79.82%

District's Proportionate Share of Aggregate
Employer Contributions³ʹ⁴

$

777,196

$

659,899

$

594,874

$

540,938

$

511,774

$

385,792

¹ Historical information is required only for measurement periods for which GASB 68 is applicable.
² The District covered-employee payroll was recalculated based on actual pensionable earnings reported to CalPERS as of the measurement date.
³The District’s proportionate share of aggregate contributions may not match the actual contributions made by the employer during the measurement period. The District’s proportionate
share of aggregate contributions is based on the District’s proportion of fiduciary net position shown on line 5 of the table above as well as any additional side fund (or unfunded liability)
contributions made by the employer during the measurement period.
⁴This data is not required to be displayed by GASB 68 for employers participating in cost-sharing plans, but it is being shown here because it is used in the calculation of the District's
pension expense.
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SCHEDULE OF HESPERIA WATER DISTRICT
PROPORTIONATE SHARE OF THE OPEB LIABILITY
Last 10 Fiscal Years¹
2020
District's Proportion of total OPEB Liability

2019

29.30%

2018

29.20%

28.90%

District's Proportionate total OPEB Liability

$

1,425,282

$

1,244,268

$

1,651,138

District's Covered-Employee Payroll

$

3,113,931

$

3,070,918

$

2,922,069

District's Proportionate Share of OPEB Liability as a
Percentage of its Covered Payroll

45.77%

* Fiscal year 2018 was the first year of implementation and therefore only three years are shown.
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40.52%

56.51%

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC,
an SEC-registered investment advisor. | CliftonLarsonAllen LLP

