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TRANSFORMING WASTEWATER TO RESOURCES 

AGENDA 
 

BOARD OF DIRECTORS FINANCE COMMITTEE MEETING 
 

DELTA DIABLO 
(a California Special District) 

 
2500 Pittsburg-Antioch Highway | Antioch, CA 94509 

(Note: There will be no in-person meeting at the District.) 
WEDNESDAY, JANUARY 18, 2023 

4:30 P.M. 
 
In lieu of a public gathering, the Board of Directors Finance Committee Meeting will be 
accessible via ZOOM to all members of the public as permitted by Government Code Section 
54953(e). 
 
The Board of Directors Finance Committee Meeting on January 18, 2023 will not be physically 
open to the public and the Finance Committee Chair will be teleconferencing into the meeting. 
Members of the public can observe the meeting by following the steps listed below to view and 
listen to the Finance Committee Meeting. 
 
Persons who wish to address the Finance Committee during the Public Comment period or with 
respect to an item on the Agenda will be limited to two (2) minutes. The Secretary to the Board 
will call on members of the public to establish a speaking order. Please indicate whether you 
wish to speak during the Public Comment period or on a specific Agenda item at that time.  
 
Presentations will be made available online at https://www.deltadiablo.org/finance-
subcommittee-meetings approximately one hour prior to the start of the Finance Committee 
meeting. 
 
How to view, listen to, and provide a Public Comment during the meeting via ZOOM: 
 Using your computer, access the Zoom meeting at: https://us02web.zoom.us/j/83054550356 

How to listen and provide a Public Comment during the meeting via ZOOM: 
 Using your telephone, access the Zoom meeting by dialing (669) 900-6833 
 Meeting ID: 83054550356 
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A. PUBLIC COMMENTS 
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MEMORANDUM 

 
 

DATE: January 18, 2023 
 
TO: Juan Banales, Chair, Finance Committee 
 
FROM: Brian Thomas, Acting Business Services Director 
 
SUBJECT: REVIEW ANNUAL COMPREHENSIVE FINANCIAL REPORT AND REQUIRED 

AUDITOR COMMUNICATION LETTERS FOR FISCAL YEAR 2021/2022 
 

 
Recommendation 
Review audited Annual Comprehensive Financial Report (ACFR) and required auditor 
communication letters for Fiscal Year 2021/2022 (FY21/22). 
 
Background Information 
California statutes require special districts to have an annual audit conducted by independent 
certified public accountants. In addition to preparing basic financial statements for FY21/22, the 
District has prepared an ACFR, which provides more information (i.e., a Letter of Transmittal and a 
statistical section) to improve context for the reader. Major ACFR elements and audit findings will 
be presented to the Finance Committee on January 18, 2023, prior to including this item on the 
agenda for the February 8, 2023 Board Meeting. 
 
The FY21/22 ACFR was audited by Cropper Accountancy Corporation, who was selected as the 
District’s auditor following a competitive request for proposals (RFP) process in April 2021. 
Cropper Accountancy Corporation was awarded the audit contract for FY20/21 through FY22/23 
with an option to extend the contract annually for a period not to exceed three additional years.   
 
The District’s ACFR includes three primary sections: 
 

1) Introductory Section. This section contains the Letter of Transmittal, which provides a brief 
overview and directs the reader to relevant information within the ACFR to provide context and 
improve understanding of the ACFR contents. 

2) Financial Section. This section contains both comparative totals from the prior fiscal year and 
supplementary information relating to the District’s five core programs: Wastewater, Recycled 
Water, Household Hazardous Waste, Street Sweeping, and Bay Point Collections. 

3) Statistical Section. This section provides additional historical perspective, context, and detail to 
help the reader utilize the information located elsewhere in the ACFR to better understand the 
District’s economic condition. 

 
The Government Finance Officers Association (GFOA) works to advance excellence in state and 
local government financial management and promote financial reporting that provides useful 
information to taxpayers, customers, public officials, investors, and others who use financial 
reports. The District submitted the FY21/22 ACFR to GFOA for review under its Certificate of 
Achievement for Excellence in Financial Reporting program. 
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Analysis 
Consistent with prior audit results, the District’s auditor has determined that the ACFR fairly 
presents the District’s financial condition (this is known as an “unmodified opinion” or “clean” 
opinion). Achieving an unmodified opinion provides reasonable assurance that the District’s ACFR 
is free of material misstatements and represents the highest opinion that can be rendered in an audit. 
 
FY21/22 Financial Highlights: A summary of key findings included in the ACFR regarding the 
District’s financial position (as compared to FY20/21) is provided below. 
 

§ Total assets plus deferred outflows exceeded total liabilities and deferred inflows by  
$207.5 million (net position)  

§ Net position increased by $11.3 million (5.8%), net of the prior period adjustment  
§ Total assets plus deferred outflows increased by $19.2 million (7.5%) 
§ Total liabilities plus deferred inflow of resources increased by $7.8 million (12.9%) 
§ Total operating revenues = $42.6 million, an increase of $1.4 million (3.4%) 
§ Total operating expenses = $35.6 million, a decrease of $4.0 million (12.5%) 
§ Capital contributions = $2.8 million, a decrease of $3.9 million (-58.4%) 
 
The District remains financially sound with a combined total net position at the end of FY21/22 of 
$207.5 million. Changes in net position serve as a useful indicator of the District’s financial position 
over time. For FY21/22, the District’s net position increased by $11.3 million, which was the result 
of three main factors: 
 

1) Total operating revenues of $42.6 million exceeded total operating expenses by $6.9 million. 
This positive result, which includes the collection of Sewer Service Charges (SSCs), 
demonstrates the success of the District’s overall fiscal year operations and reprioritization of 
critical capital infrastructure investment projects. 
 

2) Net non-operating revenue of $5.7 million (Capital Facilities Capacity Charges [CFCCs] of  
$2.8 million + ad valorem property taxes of $3.7 million + interest income of $0.3 million + 
other non-operating revenue of $0.1 million – interest expense of $1.2 million). 

 

3) Prior period adjustment of -$1.2 million related to unrecorded deferred inflows and outflows of 
resources entries for the District’s closed pension plan, Contra Costa County Employees’ 
Retirement Association (CCCERA).  

 

A thorough discussion of FY21/22 financial activities is provided in the Management Discussion 
and Analysis (MD&A) section of the ACFR. 
 
During FY21/22, the Wastewater Capital Expansion Fund fully repaid $3.3 million in interfund 
loans from the Wastewater Capital Asset Fund ($2.8 million) and the Wastewater Operations & 
Maintenance Fund ($0.5 million). In addition, the Wastewater Capital Asset Fund paid $3.0 million 
toward the interfund loan from the Wastewater Advanced Treatment Fund, which results in a 
remaining interfund loan balance of $4.0 million at the end of FY21/22.   
 
Required Auditor Communication: Statement of Auditing Standards (SAS) 114 requires the auditor 
to communicate matters regarding the audit of the District’s financial statements to the Board. The 
FY21/22 SAS 114 letter received from the auditor describes the adoption of a new accounting 
policy, “Statement of Governmental Accounting Standards (GASB) No. 87, Leases.” The 
communication describes sensitive accounting estimates that were used in preparing the financial 
statements and significant financial statement disclosures. The SAS 114 letter includes other matters 
such as passed audit adjustments, management representations, any disagreements the auditor had 
with management, and any difficulties encountered in performing the audit. The FY21/22 passed 
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audit adjustment noted was immaterial to the financial statements and there were no disagreements 
or difficulties encountered during the audit.  
 
In its SAS 115 Internal Control Related Matters letter, the auditor reviewed internal controls and 
made recommendations for improvements, which included identification of one material weakness 
in the District’s internal controls. The auditor reported finding a prior period adjustment of -$1.2 
million related to deferred inflows and outflows of resources reporting for the CCCERA pension 
plan. The District had been properly recording the pension liability and expense related to this 
closed pension plan, however, the associated deferred inflows and outflows of resources entries 
were inadvertently omitted from the financial statements since the District’s implementation of 
“GASB No. 68, Accounting and Financial Reporting for Pensions,” in FY14/15. Although the 
auditor did not provide a recommendation related to this material weakness, staff will include this 
year-end reporting entry in the financial statements going forward.  
 
The SAS 115 letter describes a significant deficiency as a deficiency that is less severe than a 
material weakness, yet important enough to communicate to the Board. The auditor reported the 
following three significant deficiencies during the FY21/22 audit: 
 

§ Several District journal entries were made after the audit began. The auditor recommends that 
each fund be balanced and all journal entries be made prior to audit field work. Staff will 
immediately implement this recommendation.  

§ The District’s Purchasing Card Procedures lack dollar limits, purchases permitted, and 
approvals. The auditor recommends that the District update its Purchase Card Procedures. The 
District is in the process of procuring a consultant to assist with updating procurement policies 
and procedures, which includes the purchasing card procedures.  

§ Observed a segregation of duties issue with the accounting software. The auditor recommends 
that the Finance Manager and Information Technology Manager discuss financial system 
administrative rights. Staff will assess and update current financial system permissions and 
responsibilities, as necessary.  

 

A representative from the accounting firm responsible for the independent audit will present the 
FY21/22 Financial Audit Results to the Finance Committee and will address questions on the scope 
of work, associated findings, and reports. 
 
Next Steps 
If recommended by the Finance Committee, the audited FY21/22 ACFR will be finalized and 
presented to the Board of Directors at the February 8, 2023 meeting.  
 
Financial Impact 
The District remains financially sound. The District’s net position increased by $11.3 million in 
FY21/22 due to total operating revenues exceeding total operating expenses. The District will 
consider this increase, as well as other FY21/22 final audited results, during the upcoming FY23/24 
budget and SSC development processes. 
 
Attachments 
1) FY21/22 Annual Comprehensive Financial Report 
2) SAS 114 Letter – Auditor Communication to the Board, Cropper Accountancy Corporation 
3) SAS 115 Letter – Internal Control Related Matters, Cropper Accountancy Corporation 
 
cc: John Cropper, CPA, CGFM, CGMA, Managing Partner, Cropper Accountancy Corporation 
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January 4, 2023
Board of Directors
Delta Diablo
Antioch, California
We have audited the financial statements of the business-type activities of Delta Diablo for the year 
ended June 30, 2022. Professional standards require that we provide you with information about our 
responsibilities under generally accepted auditing standards and Government Auditing Standards as well 
as certain information related to the planned scope and timing of our audit. We have communicated such 
information in our letter to you dated August 2, 2022. Professional standards also require that we 
communicate to you the following information related to our audit.
Significant Audit Matters
Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by Delta Diablo are described in Note 1 to the financial statements. As 
described in Notes 1.L. and 1.M. to the financial statements, the Delta Diablo changed accounting 
policies related to leases by adopting Statement of Governmental Accounting Standards (GASB 
Statement) No. 87, Leases, in 2022. Accordingly, the cumulative effect of the accounting change as of 
the beginning of the year is reported in the Statement of Revenue, Expense, and Changes in Net Position. 
We noted no transactions entered into by Delta Diablo during the year for which there is a lack of 
authoritative guidance or consensus.  All significant transactions have been recognized in the financial 
statements in the proper period.
Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions about 
future events.  Certain accounting estimates are particularly sensitive because of their significance to the 
financial statements and because of the possibility that future events affecting them may differ 
significantly from those expected. The most sensitive estimates affecting the District’s financial 
statements were:

• Management’s estimate of the depreciation expense is based on the District
capitalization policy, judgment about which items represent routine maintenance
and repairs, as well as the estimated useful lives of the underlying assets. We
evaluated the key factors and assumptions used to develop the estimate of
depreciation expense in determining that it is reasonable in relation to the financial
statements taken as a whole.

• Management’s estimate of the pension related deferred inflows, deferred outflows,
net pension liability, and pension expense is based on an actuarial valuation and
the requirements of GASB Statement No. 68, Accounting and Financial Reporting
for Pensions – an Amendment of GASB Statement No. 27. We evaluated the key
factors and assumptions used to develop the pension related estimates in
determining that it is reasonable in relation to the financial statements taken as a
whole.
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• Management’s estimate of the Other Post-Employment Benefit (OPEB) related
deferred inflows, deferred outflows, net pension liability, and pension expense is
based on an actuarial valuation and the requirements of GASB Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions. We evaluated the key factors and assumptions used to develop the
pension related estimates in determining that it is reasonable in relation to the
financial statements taken as a whole.

• Management’s estimate of fair value of investments: The District’s cash and
investments held at June 30, 2022 as measured by fair value are disclosed in Note
2 to the financial statements. Fair value is essentially market pricing in effect at
June 30, 2022.

• Management’s estimate of the lease related items, including deferred outflows,
right-to-use asset, lease liability, lease interest expense (as lessee), lease asset, and
lease interest income (as lessor) are based on the requirements of GASB Statement
No. 87, Leases. We evaluated the key factors and assumptions used to develop the
estimate of depreciation expense in determining that it is reasonable in relation to
the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosures affecting the financial statements were:

• The disclosure of the prior period adjustment in Note 14 to the financial 
statements which describes the omission of deferred inflows and outflows related 
to the Contra Costa County Employees' Retirement Association (CCCERA) from 
the financial statements through June 30, 2021.

• Long-term debt disclosures as described in Note 7 to the financial statements.

• The disclosure regarding the Pension Plan and OPEB in Notes 8 and 9 to the 
financial statements, which describes the provisions as well as the actuarially 
determined deferred inflows, deferred outflows, net liabilities (assets), and 
expense.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing 
our audit.
Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are clearly trivial (see Attachment A), and communicate them to the 
appropriate level of management. 

Disagreements with Management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, 
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the 
financial statements or the auditor's report. We are pleased to report that no such disagreements arose 
during the course of our audit. 
 



 Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated December 21, 2022. 
Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves 
application of an accounting principle to Delta Diablo's financial statements or a determination of the 
type of auditor's opinion that may be expressed on those statements, our professional standards require 
the consulting accountant to check with us to determine that the consultant has all the relevant facts. To 
our knowledge, there were no such consultations with other accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as Delta Diablo's auditors. However, 
these discussions occurred in the normal course of our professional relationship and our responses were 
not a condition to our retention. 
Other Matters 
We applied certain limited procedures to the Schedule of Changes in the Net OPEB Liability and 
Related Ratios, Schedule of Employer Contributions, Schedule of Proportionate Share of the Net 
Pension Liability, and Schedule of the Proportionate Share of Employer Contributions, which are 
required supplementary information (RSI) that supplements the basic financial statements. Our 
procedures consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or provide any assurance on the RSI. 

Restriction on Use 
This information is intended solely for the information and use of the Board of Directors and 
management of Delta Diablo and is not intended to be, and should not be, used by anyone other than 
these specified parties. 
Very truly yours, 

f�A�:,Cf�� 
Walnut Creek, California 

3 



Attachment A
Proposed Audit Journal Entry Report 
For the Year Ended June 30, 2022



2700 Ygnacio Valley Road, Ste 270
Walnut Creek, CA 94598

(925) 932-3860 tel
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Board of Directors and Management 

Delta Diablo
Antioch, California

In planning and performing our audit of the financial statements of the business-type activities of Delta Diablo as 
of and for the year ended June 30, 2022, in accordance with auditing standards generally accepted in the United 
States of America, we considered Delta Diablo’s internal control over financial reporting (internal control) as a 
basis for designing audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Delta 
Diablo’s internal control.  Accordingly, we do not express an opinion on the effectiveness of Delta Diablo’s 
internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was 
not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies and therefore material weaknesses or significant deficiencies may exist that were not identified. 
However, as discussed below, we identified certain deficiencies in internal control that we consider to be material 
weaknesses and other deficiencies that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected, on a timely basis. We consider the following deficiencies in 
internal control to be material weaknesses:

• During the audit, a prior period adjustment (PPA) of $1,221,021 related to the Contra Costa County
Employees’ Retirement Association (CCCERA) pension was found. Delta Diablo is considered a
“terminated employer” with the CCCERA pension plan which means that the pension expense and Net
Pension Liability have been directly allocated to Delta Diablo by CCCERA starting with the June 30,
2017 reporting date. This allocation includes not just the pension liability and expense, but a prorated
portion of the deferred outflows and deferred inflows relating thereto. Those deferred inflows and
outflows were inadvertently omitted from the financial statements issued through June 30, 2021.

We do not have a recommendation going forward. This PPA was found on the CCCERA annual valuation
allocation and was most likely missed on the set up of the CCCERA pension liability several years ago.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than 
a material weakness, yet important enough to merit attention by those charged with governance. We consider the 
following deficiencies in internal control to be significant deficiencies:

• Several client accommodating entries were made after the auditor was provided with the trial balance.

We recommend that each fund be balanced and all reclassing and closing entries be made prior to
beginning of audit fieldwork.

• During the audit we examined several CAL-card transactions under the Purchase Card Procedure.

We recommend the purchasing policy be updated to include dollar limits, purchases permitted, and
approvals. We would also advise the District to consider vending machines for on-site supplies and
inventory to possibly reduce costs.

We recommend the limits on what can be purchased with the CAL-card be clarified. The “Purchasing
Procedures Manual” is not clear as to what can be purchased. Examples include: limits on supplies,
inventory, and computer software. The limitations should be clearly delineated.
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• During the audit we observed a segregation of duties issue with the accounting software which can be

mitigated.

We recommend the finance manager and IT manager discuss MUNIS administrative rights and access

propriety.

This communication is intended solely for the information and use of management, the Board of Directors, and 
others within Delta Diablo, and is not intended to be, and should not be, used by anyone other than these specified 

parties. 

��ci��f���� 
Walnut Creek, California 
December 21, 2022 


	A. Agenda Finance Committee 011123
	B. Memorandum FY21-22 ACFR 011823
	B. FY21-22 ACFR Fin Comm 011823 Attachment 1 ACFR
	B. FY21-22 ACFR Fin Comm 011823 Attachment 2 SAS 114 Letter
	B. FY21-22 ACFR Fin Comm 011823 Attachment 3 SAS 115 Letter



