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December 13, 2023 
 
To the Board of Directors and Citizens of the Tehachapi‐Cummings County Water District: 
 
State law requires that all local governments publish within six months of the close of each fiscal year a complete 
set of financial statements presented in conformance with generally accepted accounting principles (GAAP) and 
audited  in  accordance  with  generally  accepted  auditing  standards  by  a  firm  of  licensed  certified  public 
accountants. Pursuant to that law, we hereby issue the Annual Comprehensive Financial Report (ACFR) of the 
Tehachapi‐Cummings County Water District (District) for the fiscal year ended June 30, 2023. 
 
This report consists of management’s representations concerning the finances of the District. Consequently, 
management assumes full responsibility for the completeness and reliability of all the information presented in 
this report.  To provide a reasonable basis for making these representations, management of the District has 
established a  comprehensive  internal  control  framework  that  is  designed both  to protect  the government’s 
assets  from  loss,  theft,  or  misuse  and  to  compile  sufficient  reliable  information  for  the  preparation  of  the 
District’s  financial  statements  in  conformity  with  GAAP.    Because  the  cost  of  internal  controls  should  not 
outweigh  their  benefit,  the  District’s  comprehensive  framework  of  internal  controls  has  been  designed  to 
provide  reasonable  rather  than absolute  assurance  that  the  financial  statements will  be  free  from material 
misstatement.  As management, we assert that, to the best of our knowledge and belief, this financial report is 
complete and reliable in all material respects. 
 
The  District’s  financial  statements  have  been  audited  by  Van  Lant  &  Fankhanel,  LLP,  Certified  Public 
Accountants.    The  goal  of  the  independent  audit  was  to  provide  reasonable  assurance  that  the  financial 
statements  of  the District  for  the  fiscal  year  ended  June  30,  2023,  are  free of material misstatement.    The 
independent  audit  involved  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures; 
assessing the accounting principles used and significant estimates made by management; and evaluating the 
overall financial statement presentation.  The independent auditor concluded, based upon the audit, that there 
was a reasonable basis for rendering an unmodified (“clean”) opinion that the District’s financial statements for 
the fiscal year ended June 30, 2023, are fairly presented in conformity with GAAP.  The independent auditor’s 
report is located at the front of the financial section of this report. 
 
GAAP requires that management provide a narrative  introduction, overview, and analysis  to accompany the 
basic  financial  statements  in  the  form  of  Management’s  Discussion  and  Analysis  (MD&A).    This  letter  of 
transmittal  is designed  to  complement  the MD&A and should be  read  in  conjunction with  it.    The District’s 
MD&A can be found immediately following the report of the independent auditor. 
 
Profile of the Tehachapi‐Cummings County Water District 
 
The Tehachapi‐Cummings County Water District was organized on March 10, 1965, under provisions of  the 
County Water District Law (Sections 30000 et seq. of the Water Code of the State of California).  The District is 
located in the Tehachapi Mountains east of the Southern San Joaquin Valley and encompasses approximately 
266,000 acres. The District provides an imported water supply, groundwater resource management, and flood 
protection.  The District imports State Water Project (SWP) water from the California Aqueduct and sells this 
imported water to municipal/industrial (M&I) and agricultural (Ag) customers. 
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The local groundwater supply is located in three basins, which are the Brite, Cummings, and Tehachapi Basins.  
The District is the court appointed Watermaster for these three adjudicated basins.  As Watermaster, the District 
protects  the groundwater resources within  the basins by administering the  judgments and providing annual 
reports to the Kern County Superior Court, as required. 
 
The District  is  governed by a  five‐person board of  directors  elected  “from divisions”  to  four‐year  staggered 
terms.    “From divisions” means election of directors who are  residents of  the division  from which  they are 
elected by the voters of the entire District.  The five divisions are roughly equal in acreage.  The directors are 
responsible for policies and decisions which govern the operations of the District. 
 
The District has operated under the council‐manager form of government since its inception.  Policy making and 
legislative authority are vested in the board of directors. The board is responsible for setting policy by ordinance, 
resolution, or minute order, adopting the budget, and hiring the general manager, legal counsel, and auditor.  
The general manager  is responsible for carrying out the policies of the board,  for overseeing the day‐to‐day 
operations  of  the  District,  and  the  hiring  of  all  District  employees.    The  District  serves  a  population  of 
approximately 37,000 residents. 
 
The District's mission is to ensure the most reliable, cost‐effective water supply for our customers through the 
importation of  State Water Project water  and management of  the  groundwater basins  and  to operate  and 
maintain certain flood control structures to protect our customers’ safety and property. 
 
The annual budget serves as the foundation for the District’s financial planning and control.  All departments of 
the District are required to submit budget requests to the general manager on or before April 1 each year.  The 
general manager and  the business manager,  together with an ad‐hoc budget  committee, prepare  the draft 
budget.  With the retirement of our business manager, commencing in 2024, the budget will be prepared by the 
general manager, assistant general manager, administration manager, and accounting & finance specialist.  The 
board conducts at least two public hearings on the proposed budget and adopts a preliminary budget no later 
than June 30 and a final budget no later than September 1.  The budget is prepared by funds (e.g., general) and 
departments (e.g., administration).  Department heads may transfer resources within a department as they see 
fit.  Transfers between funds must be approved by resolution of the board. 
 
The  District’s  Strategic  Plan  is  a  structured  process  that  establishes  long‐term  financial  planning  to  guide 
operations  and  manage  financial  resources.    The  plan  is  updated  biennially,  with  the  most  recent  update 
approved on August 16, 2023.  Each biennial Strategic Plan includes a Capital Improvement Plan with short‐term 
(1‐2 years), mid‐term (3‐5 years), and long‐term (6‐10 years) goals.  
 
Information Useful in Assessing the District’s Economic Condition 
 
The financial position information presented in the financial statements is perhaps best understood when it is 
considered from the broader perspective of the specific environment within which the District operates. 
 
Local  Economy.    Since  the  District  receives  no  sales  or  fuel  taxes  that  are  sensitive  to  the  business  cycle, 
nonoperating revenues (e.g., primarily property taxes) tend to be stable.  Property taxes from income‐producing 
properties can be impacted by the business cycle, but, generally, property taxes are more stable than revenues 
from other taxes.  The District’s tax base is estimated by Kern County to increase by approximately 6% in fiscal 
year 2024.  The fiscal year 2023 growth rate was approximately 6%.   
 
The District’s water sales revenue decreased by 30% in fiscal year 2023.  Fiscal year M&I sales decreased by 57% 
and fiscal year Ag sales decreased by 19%.  Ag water deliveries in calendar year 2022 were 2,195 acre‐feet (AF) 
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compared with 4,379 AF in 2021.  M&I water deliveries were 268 AF in calendar year 2022 and 487 AF in 2021. 
Water delivery records are kept on a calendar year basis.  Revenue and expenditure records are kept on a fiscal 
year basis. Thus, these records are not directly comparable. 
 
State Water Project Allocation.  The SWP allocation for 2023 was 100% or 19,300 AF.  2023 was the first time 
since 2006 that the Department of Water Resources (DWR) provided a 100% allocation.  In January 2023, the 
allocation was 5%, in March it increased to 35%.  The increase to 100% was announced on April 20, 2023, too 
late in the year to allow for effective use of these supplies. Nonetheless, the District will accept and bank all the 
available SWP supplies.  The District entered 2023 with 65 AF of SWP carryover water. 
  
Energy Costs.  The District’s water rates are driven by the price it pays for natural gas to power its pump plants.  
Natural gas prices have increased substantially for the past several years.  Due to the District practice of securing 
a portion of our supplies three years in advance, we have been able to maintain stable pricing.  Going forward, 
the District will continue its endeavor to lock in long‐term natural gas supplies at prices that will stabilize its 
water rates at consistent levels for several years to come.  However, this is becoming more difficult. The District 
has  contracted  for  the  majority  of  its  natural  gas  needs  through  2024.    We  have  not  been  able  to  obtain 
favorable pricing for 2025 to date.  Prices for 2025 have consistently been between $5.00 and $8.00 per MMBtu.  
With the 100% allocation in 2023, we have paid similar prices for “spot” purchases to supplement our prior 
contracts.  However, our water rates cannot support natural gas purchases at these rates.  We will continue to 
look for opportunities to procure future supplies at favorable costs. 
 
Air Quality Regulations.   The San Joaquin Valley Air Pollution Control District’s Governing Board  limited the 
District’s engines at Pump Plant 1 to 4,000 operating hours per year, restricting the amount of water that could 
be pumped.  To increase pumping capacity, the District successfully replaced all four engines and its system‐
wide controls in fiscal 2016 by entering into an installment purchase agreement with Umpqua Bank, dated April 
1,  2015.  The agreement  provided  for  up  to $7,000,000.    The project was  completed  in  fiscal  year  2017  for 
approximately $5,781,000.  Debt service payments began in December of 2015 and the debt will be extinguished 
in December of 2023. 
 
Workforce.    The District’s workforce consists of 21  full‐time positions and one  to  three  temporary  summer 
helpers. 
 
Pension  Liability.   District  employees  are  members  of  the  California  Public  Employees’  Retirement  System 
(CalPERS).  See Note 6 of the ACFR for the fiscal year ended June 30, 2023.   
 
In the 2023 calendar year, the District paid down, as much as possible, of our outstanding pension unfunded 
accrued  liability  (UAL)  balance  for  June  30,  2024,  as  reported  in  the  CalPERS  Actuarial  Valuation  as  of 
June  30,  2022.    The  payment  of  $1,153,700  made  in  October  2023,  left  a  UAL  remaining  balance  for 
June 30, 2024, that was fully satisfied.  In the 2022 calendar year, a payment of $2,600,000 was made in June, 
followed by a payment of $414,000 in September.  These two payments made in the 2022 calendar year resulted 
in a UAL remaining balance, as valued at June 30, 2021, that was more than satisfied. 
 
Reserves.   Concurrently with the fiscal year 2023‐24 budget, the board adopted an updated reserves policy, 
which  sets  forth  reserve  targets and an approach  for accumulating  reserves over  time.    The policy  requires 
management to calculate full reserve targets and interim reserve targets and annually report to the board on 
the progress toward achieving those targets.  As of June 30, 2023, all full or interim reserve targets are satisfied, 
with the exception of  the three flood control  improvement districts.   Management will  review the need for 
additional reserve contributions during budget development for the fiscal year 2024‐25.  The following table 
shows the amounts as of June 30, 2023: 
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INDEPENDENT AUDITOR’S REPORT 
 
Board of Directors 
Tehachapi-Cummings County Water District  
Tehachapi, California 
 
 
Report on the Audit of the Financial Statements 
 
Opinions 

We have audited the accompanying financial statements of the Tehachapi-Cummings County Water 
District (District), as of and for the year ended June 30, 2023, and the related notes to the financial 
statements which collectively comprise the District’s basic financial statements as listed in the table of 
contents.  

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Tehachapi-Cummings County Water District, as of June 30, 2023, and the respective 
changes in financial position, and, where applicable, cash flows thereof for the year then ended in 
accordance with accounting principles generally accepted in the United States of America, as well as 
accounting systems prescribed by the State Controller’s Office and State regulations governing special 
districts. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States.  Our responsibilities under those standards are 
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our 
report. We are required to be independent of the District and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to error or fraud. 

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

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

In performing an audit in accordance with generally accepted auditing standards and Government Auditing 
Standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the District’s internal control. Accordingly, no such opinion is expressed. 

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

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

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

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and other required supplementary information, as listed in the table of contents, be 
presented to supplement the basic financial statements. Such information is the responsibility of 
management and, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an opinion 
or provide any assurance. 
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Supplementary Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the District’s basic financial statements. The accompanying combining statements and other 
supplementary information, as listed in the table of contents, are presented for purposes of additional 
analysis and are not a required part of the basic financial statements. Such information is the responsibility 
of management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the basic financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used 
to prepare the basic financial statements or to the basic financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States of 
America. In our opinion, the combining statements and other supplementary information, as listed in the 
table of contents, are fairly stated, in all material respects, in relation to the basic financial statements as a 
whole. 

Other Information 

Management is responsible for the other information included in the annual report. The other information 
comprises the introductory and statistical sections but does not include the basic financial statements and 
our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other 
information, and we do not express an opinion or any form of assurance thereon. 

In connection with our audit of the basic financial statements, our responsibility is to read the other 
information and consider whether a material inconsistency exists between the other information and the 
basic financial statements, or the other information otherwise appears to be materially misstated. If, based 
on the work performed, we conclude that an uncorrected material misstatement of the other information 
exists, we are required to describe it in our report. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued a report dated December 13, 
2023, on our consideration of the District’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.  
The purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
District’s internal control over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the District’s internal control 
over financial reporting and on compliance. 

 

 
 
December 13, 2023 
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Tehachapi‐Cummings County Water District 
Management’s Discussion and Analysis (Unaudited) 

For the Year Ended June 30, 2023 
 

 

Introduction 
 
As management of the Tehachapi‐Cummings County Water District (District), we offer readers of the District’s 
financial statements this narrative overview and analysis of the financial activities of the District for the fiscal 
year ended June 30, 2023.  We encourage readers to consider the information presented here in conjunction 
with additional information that we have furnished in our letter of transmittal, which can be found on pages 
i  ‐  v of  this  report, basic  financial  statements, and notes  to  the basic  financial  statements.   All  amounts are 
expressed in whole dollars, unless otherwise indicated. 
 
Financial Highlights 
 

 The District’s total combined cash balance increased by $14,355,749 (74%) over the prior fiscal year of which 
restricted cash increased by $12,561,181 (162%) and unrestricted cash increased by $1,794,568 (15%). The 
large increase in restricted cash was attributable to the District issuing $10,925,000 in Revenue Certificates 
of Participation in June of 2023.  

 

 The  District’s  total  net  position  improved  by  $1,593,333  (5%)  over  the  prior  fiscal  year  to  a  balance  of 
$33,039,692 as of June 30, 2023.  The change in net position was comprised of an increase in restricted net 
position of $614,971 (8%) that was primarily attributable to an increase in State Water Payment Reserves, 
an increase of net investment in capital assets of $394,311 (3%) related to capital asset activity during the 
fiscal year, and the remaining increase in unrestricted net position of $584,051 (5%) pertained to the portion 
of the net position improvement that is not subject to external restrictions.  
 

 During the year, the District’s operating revenues decreased by $739,456 (30%) over the prior fiscal year.  
This was mainly due to limited amounts of water being available for sale due to extremely low (5%) water 
allocations that didn’t improve to 100% until the last quarter of the fiscal year 2022‐23. 

 

 Operating expenses  increased by $2,572,238  (26%) compared  to  the prior  fiscal  year, which was  largely 
attributable to additional natural gas energy costs required to import and distribute the additional water 
allocations that were made at the end of the fiscal year and partially due to an additional $414,000 unfunded 
accrued liability (UAL) payment that was made. 

 

 Total  long‐term  liabilities  increased  by  $10,807,194  (530%)  over  the  prior  fiscal  year  mainly  due  to  the 
issuance of $10,925,000 in Revenue Certificates of Participation and $1,137,601 in unamortized premium. 
The biggest decreases to  long‐term liabilities was a $743,752 principal reduction  in the 2015 Installment 
Agreement and a $367,198 reduction  in net pension  liability attributable  to the additional UAL payment 
made during the 2022‐23 fiscal year.     

 
Overview of the Financial Statements 
 
The  financial  section  of  this  annual  report  includes  management’s  discussion  and  analysis,  basic  financial 
statements,  required  supplementary  information,  and  supplementary  information.    The  District  reports 
information using accounting principles appropriate for an enterprise fund to report its activities, which is the 
same accounting framework used by private sector companies.  An enterprise fund is a distinct fiscal entity that 
carries on its activities with the objective of recovering its costs through user charges. 
 
Basic  Financial  Statements.    The  basic  financial  statements  include  three  types  of  statements  that  are 
interconnected  and  create  different  views  of  the District’s  activities  and  performance  as  well  as  notes  that 
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Tehachapi‐Cummings County Water District 
Management’s Discussion and Analysis (Unaudited) (Continued) 

For the Year Ended June 30, 2023 
 

 

 
In  addition  to  presenting  assets,  liabilities,  and  net  position,  this  statement  also  has  separate  sections  for 
deferred outflows/inflows of resources.  These sections represent, respectively, the consumption/acquisition of 
net assets that applies to future periods and will not be recognized as an expense/revenue until then.  
     
At 37%, respectively, the largest portions of the District’s net position are comprised of the net investment in 
capital assets (e.g., land, water infrastructure, and equipment) of $12,328,410 and unrestricted net position of 
$12,244,825.  The net investment in capital assets increased by 3% ($394,311) over the prior year and is used by 
the District to provide services to citizens and its customers; consequently, these assets are not available for 
future spending.  An unrestricted net position may be used to meet the District’s ongoing obligations.  As of June 
30, 2023, the District shows that unrestricted net position improved by $584,051 (5%) over the prior year.  The 
remaining 26% of the District’s net position ($8,466,457) is externally restricted by state law, which is an increase 
of $614,971 (8%) over the prior year.  See Note 4 on pages 23 ‐ 24 for additional information about restricted 
assets. 
 

Dollar Percent

2023 2022 Change Change

ASSETS

Current Assets 13,898$         12,386$         1,512$           12%

Noncurrent Assets 20,334           7,773             12,561           162%

Capital Assets, Net of Depreciation 12,907           13,004           (96)                  ‐1%

    Total Assets 47,139           33,163           13,977           42%

DEFERRED OUTFLOWS OF RESOURCES 2,769             3,260             (492)               ‐15%

LIABILITIES

Current Liabilities 1,630             1,308             322                 25%

Noncurrent Liabilities 12,848           2,041             10,807           530%

    Total Liabilities 14,478           3,349             11,129           332%

DEFERRED INFLOWS OF RESOURCES 2,390             1,628             762                 47%

NET POSITION

Net Investment in Capital Assets 12,328           11,934           394                 3%

Restricted 8,466             7,851             615                 8%

Unrestricted 12,245           11,661           584                 5%
    Total Net Position 33,040$         31,446$         1,593$           5%

Note: Numbers may not foot due to rounding. 

Condensed Statements of Net Position

June 30, 2023 and 2022

(in thousands)

Table 1
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Dollar Percent

2023 2022 Change Change

OPERATING REVENUES

Water Sales 1,659$           2,367$           (708)$             ‐30%

Other Operating Revenues 70                   101                 (32)                  ‐31%

Total Operating Revenues 1,729             2,468             (739)               ‐30%

NONOPERATING REVENUES

Taxes and Assessments 10,970           10,475           495                 5%

Benefit Assessments 113                 110                 4                      3%

Grant Revenue ‐                      300                 (300)               ‐100%

Other Nonoperating Revenues 1,303             314                 989                 315%

Total Nonoperating Revenues 12,386           11,199           1,188             11%

TOTAL REVENUES 14,115           13,667           448                 3%

EXPENSES

Depreciation Expense 1,007             994                 13                   1%

Other Operating Expenses 11,448           8,889             2,559             29%

Nonoperating Expenses 67                   41                   26                   63%

TOTAL EXPENSES 12,522           9,924             2,598             26%

Income Before Special Item 1,593             3,743             (2,150)            ‐57%

Special Item ‐ Natural Gas Resale ‐                      994                 (994)               ‐100%

Change in Net Position 1,593             4,737             (3,144)            ‐66%

Net Position ‐ Beginning 31,446           26,709           4,737             18%

Net Position ‐ Ending 33,040$         31,446$         1,593$           5%

Note: Numbers may not foot due to rounding. 

Condensed Statements of Revenues, Expenses, and Changes in Net Position

Years Ended June 30, 2023 and 2022

(in thousands)

Table 2

 
 
Revenues, Expenses, and Changes in Net Position.  Various revenue streams, expense categories, any special 
items, and their resulting effect on the net position are identified in the Statements of Revenues, Expenses, and 
Changes in Net Position (Table 2).  During the year, revenues exceeded expenses by $1,593,333, which resulted 
in an increase to net position by the same amount.  Although there was a positive change in the net position 
during the year, the increase was 66% less than the prior year’s increase in net position of $4,737,531, which 
was already up 34% over the fiscal year 2020‐21.  

7



Tehachapi‐Cummings County Water District 
Management’s Discussion and Analysis (Unaudited) (Continued) 

For the Year Ended June 30, 2023 
 

 

During  the  fiscal  year,  the  District’s  total  revenues  were  $14,115,419  and  only  12%  of  that  revenue  was 
attributable to the operating revenues of water sales and services whereas nonoperating revenues of taxes and 
assessments brought in the most revenue at 79%.  During the prior fiscal year, total revenues were $13,667,555 
of which 18% was attributable to water sales and services and 77% pertained to nonoperating revenues of taxes 
and assessments.   Further, operating revenues decreased 30% over the prior  fiscal year 2021‐22, which had 
already  decreased  40%  from  the  fiscal  year  2020‐21.    Conversely,  trending  in  the  opposite  direction, 
nonoperating revenues increased 10% over the prior fiscal year 2021‐22, which was already up 11% over fiscal 
year 2020‐21.  The relation between operating and nonoperating revenues have been skewed in this fashion 
over the past several years as water allocations have been low due to drought conditions, which left less supply 
available for sale while taxable property values have continued to increase.  During fiscal year 2023, revenue 
from  municipal  &  industrial  (M&I)  water  decreased  by  57%  while  revenue  from  agricultural  water  sales 
decreased by 19%. 
 
The District’s total expenses were $12,522,086 and 72% of expenses pertained to operating expenses associated 
with source of supply, pumping, and transmission and distribution.  The biggest driver of the 26% or $2,572,238 
increase in operating expenses over the prior fiscal year was primarily due to the increased natural gas energy 
costs associated with  importing and distributing water at  the end of  fiscal year 2022‐23, when the District’s 
water allocation went from 5% to 100% due to a historically wet season that brought all of California out of a 
drought.  Once the increase in allocation was made, the District ramped up its water importation efforts.  These 
increases in water quantities being imported late in the fiscal year when demand for the water was down, meant 
increased  operating  costs  that  were  not  offset  by  increased  operating  revenues  prior  to  the  year  ended  
June 30, 2023.   General and Administrative Expenses also experienced a 39% increase over the prior period, 
which was largely attributable to a $414,000 additional UAL payment that was made to fund the District’s net 
pension liabilities due to portfolio underperformance by CalPERS.  
 
To establish more stable energy prices,  the District  commits  to advance purchases of natural gas  from Shell 
Energy.  When the District receives water allocations that are much lower than forecasted and it is unable to 
import the forecasted amount of water, excess quantities of natural gas become available for resale to Shell 
Energy.  These types of transactions have been infrequent and when they have occurred, the gains were minimal. 
However, in fiscal year 2021‐22, $994,110 in revenue was recognized because of natural gas resales.  Therefore, 
the revenue was separately reported as a Special Item at the bottom of the Statement of Revenues, Expenses, 
and Changes in Net Position.  Then, in fiscal year 2022‐23, since a large amount of revenue was again recorded 
for natural gas resales, it was determined this situation has become less infrequent.  Therefore, the gains were 
recorded at other revenue, which is why other revenue increased by $729,476 (440%) over the prior year.   
     
Capital Assets and Debt Administration 
 
Capital Assets.   As of June 30, 2023, the District had invested $36,290,041 in a broad range of capital assets 
(Table 3).  This amount represents a net increase (i.e., additions less deductions) of $825,284 or 2% compared 
with last year due to water system improvements, various capital improvement projects in process, and vehicle 
and  equipment  acquisitions  during  the  year.  Accumulated  depreciation  increased  4%  due  to  these 
improvements.  The District’s capital assets are 67% depreciated.  Per the District’s capitalization policy, assets 
with a value exceeding $5,000 are capitalized.  See Note 3 on page 23 for more detailed information on capital 
asset activity.   
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Dollar Percent

2023 2022 Change Change

Land 931$               931$               ‐$                    0%

Construction in Progress 354                 ‐                      354                 100%

Water System Improvements 30,458           30,202           256                 1%

General Office, Shop, and Equipment 4,326             4,111             215                 5%

Flood Control Facilities 220                 220                 ‐                      0%

Total Capital Assets 36,290           35,465           825                 2%

Less Accumulated Depreciation (23,383)         (22,461)         (922)               4%

Net Capital Assets 12,907$         13,004$         (97)$               ‐1%

Capital Assets 

June 30, 2023 and 2022

(in thousands)

Table 3

 
 
Long‐term  Liabilities.    At  the  end  of  the  current  fiscal  year,  the  District  had  total  long‐term  liabilities  of 
$13,794,443,  an  increase of  389%  compared  to  the prior  year  (Table 4).    This  amount  includes outstanding 
principal balances for the 2023 Revenue Certificates of Participation and 2015 Installment Agreement and long‐
term  liabilities  for  compensated  absences,  pension,  and  other  postemployment  benefits.    More  detailed 
information pertaining to long‐term liabilities can be found at Note 5 on pages 24 ‐ 25.    
 

Dollar Percent

2023 2022 Change Change

Compensated Absences 124$               101$               23$                 22%

Net OPEB Liability 34                   35                   (1)                    ‐3%

Net Pension Liability 1,248             1,615             (367)               ‐23%

2023 Certificates of Participation 12,063           ‐                      12,063           100%

2015 Installment Agreement 326                 1,070             (744)               ‐70%

   Total Long‐term Liabilities 13,794$         2,821$           10,973$         389%

Long‐term Liabilities

June 30, 2023 and 2022

(in thousands)

Table 4
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Economic Factors and Next Year’s Budget and Rates 
 

 Assessed valuations of the Tehachapi‐Cummings County Water District will increase by approximately 6.1% 
in fiscal year 2023‐24.  A stable or growing tax base is extremely important for the District, as approximately 
83% of the general reserve’s total revenue in 2022‐23 was from general property taxes, which are directly 
linked to assessed valuations. 

 The 2023‐24 tax rate reflects balanced State Water Project obligations,  revenues, and expenditures. The 
amount  required  to  be  collected  from  the  tax  levy  will  increase  slightly  from  the  current  fiscal  year 
(to 0.053732% from 0.053498%) due to reserve balances. 

 The Department of Water Resources provided a 2023 State Water Project allocation of 100%.  This allocation 
will allow the district to meet our forecast demands, recharge obligations and goals. 

 The sale of agricultural imported water is forecast to increase in 2023‐24 by at least 10%. 

 M&I water sales are forecast to increase slightly over the prior fiscal year in 2023‐24.    

 The District increased banked water supplies on its own account by 1,047 AF in 2022‐23, all in calendar 2023.  
The District will continue water banking on its own account.   

 As  of  January  1,  2017,  all  term  M&I  customers  are  required  to  bank  water  and  execute  the  necessary 
contracts.    

 The District has a contract with California Correctional Institution (CCI) to purchase high‐quality disinfected 
tertiary recycled water.  This recycled water, under a permit with the State to distribute it, is sold for golf 
course irrigation and for non‐food crop agricultural irrigation. 

 Investment earnings are projected to be slightly higher into the fiscal year 2023‐24 than the fiscal year just 
ended due to investment fund balances and interest rates.  For the fiscal year 2022‐23, the annualized yield 
on money invested in the Kern County Treasury Pool was 2.650% and the average yield on money invested 
in the Local Agency  Investment Fund (LAIF) was 3.167% versus 0.999% and 0.861%, respectively,  for  the 
fiscal year 2021‐22. 

 Employee benefit costs account for 33% of total salaries and benefits in the adopted 2023‐24 budget.     

 Currently, staff is comprised of 21 full‐time employees plus 1 to 3 temporary, full‐time summer helpers. 

 The District marketed $11,900,000 of municipal bonds in 2023 to fund the replacement of eight engines at 
Pumping Plants 2 and 3. The repayment term is 15 years. 

 The District has met its goal of purchasing its supply of natural gas at a price of $5/MMBtu or less over the 
past ten pumping seasons.   The District has contracted for the majority of  its natural gas needs through 
2024. However, natural gas prices have soared. We have paid spot prices in excess of $6/MMBtu in 2023 
and anticipate prices to remain high.  

 The District  is contracting for preparation of a Cost‐of‐Service, Rate and Fee Study. The study will review 
district expenses, including increased natural gas costs and additional debt service for the new bonds. The 
study will be completed in 2024 and if rate increases are indicated, the required Proposition 218 protest 
elections will be held. 

 The District’s pressure zone water rates were developed in 2010 to generate revenues that closely matched 
costs to reduce operating losses in the general reserve. During the fiscal year 2023‐24, the District will be 
performing a water rate study to determine if a water rate change is necessary to keep up with rising costs.  

 The adopted 2023‐24 budget includes a reserves policy, which sets forth reserve targets and an approach to 
accumulating those reserves over time.  As of June 30, 2023, all of the interim or full reserve targets had 
been satisfied except for the three flood control improvement districts. 

 As in prior years, the District will not establish a budget for depreciation expense.   
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All of these factors were considered in preparing the Tehachapi‐Cummings County Water District’s budget for 
the 2023‐24 fiscal year. The final budget for 2023‐24 fiscal year was approved by the District’s Board of Directors 
on August 16, 2023. 
 
Contacting the District’s Financial Management 

This financial report  is designed to provide our citizens, taxpayers, customers,  investors, creditors, and other 
interested  parties  with  a  general  overview  of  the  District’s  finances  and  to  demonstrate  the  District’s 
accountability for the money it receives.  If you have questions about this report or need additional financial 
information, contact the District Office in‐person at 22901 Banducci Road, Tehachapi, California 93561, by mail 
at P.O. Box 326, Tehachapi, CA 93581, or by email at tccwd@tccwd.com. 
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BASIC FINANCIAL STATEMENTS 



Tehachapi-Cummings County Water District
Statement of Net Position

June 30, 2023

ASSETS
Current Assets:

Cash and Cash Equivalents 13,394,827$  
Accounts Receivable 249,420         
Accrued Interest Receivable 141,780         
Taxes Receivable 27,470           
Prepaid Expenses and Refundable Deposits 84,017           

Total Current Assets 13,897,514    

Noncurrent Assets:
Restricted Assets:

Cash and Cash Equivalents 20,334,425    
Capital Assets Not Being Depreciated:

Land 832,021         
Land Not in Use 99,355           
Construction in Progress 354,168         

Capital Assets, Net of Accumulated Depreciation 11,621,727    

Total Noncurrent Assets 33,241,696    

Total Assets 47,139,210    

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows Related to Pensions 2,768,876      

LIABILITIES
Current Liabilities:

Accounts Payable 565,311         
Accrued Wages Payable 67,192           
Interest Payable 44,003           
Customer Deposits 7,331             
Current Portion of Long-term Debt 946,332         

Total Current Liabilities 1,630,169      

Noncurrent Liabilities:
Compensated Absences Payable 79,340           
Bonds Payable, Less Current Portion 11,486,761    
Net OPEB Liability 33,869           
Net Pension Liability 1,248,141      

Total Noncurrent Liabilities 12,848,111    

Total Liabilities 14,478,280    

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows Related to Pensions 2,390,114      

NET POSITION
Net Investment in Capital Assets 12,328,410    
Restricted For:

Water Payment 7,124,188      
Improvement Districts 1,342,269      

Unrestricted 12,244,825    

Total Net Position 33,039,692$  

The accompanying notes are an integral part of this statement. 12



Tehachapi-Cummings County Water District
Statement of Revenues, Expenses, and Changes in Net Position

Year Ended June 30, 2023

OPERATING REVENUES
Water Sales 1,659,192$        
Water Services 69,752               

Total Operating Revenues 1,728,944          

OPERATING EXPENSES
Source of Supply 3,716,290          
Pumping 3,665,907          
Transmission and Distribution 1,577,265          
General and Administrative 2,488,540          
Depreciation 1,007,266          

Total Operating Expenses 12,455,268        

Operating Income (Loss) (10,726,324)       

NONOPERATING REVENUES (EXPENSES)
Taxes and Assessments 10,970,168        
Benefit Assessments 113,435             
Interest and Penalties 407,788             
Interest Expense (66,536)              
Gain/(Loss) on Sale of Capital Assets (282)                   
Other Revenues 895,084             

Total Nonoperating Revenues (Expenses) 12,319,657        

Change in Net Position 1,593,333          

Net Position - Beginning of Year 31,446,359        

Net Position - End of Year 33,039,692$      

The accompanying notes are an integral part of this statement. 13



Tehachapi-Cummings County Water District
Statement of Cash Flows
Year Ended June 30, 2023

Cash Flows from Operating Activities
Cash Received from Customers 1,716,005$        
Cash Payments to Employees for Services (3,276,513)         
Cash Payments to Suppliers for Goods and Services (7,158,150)         
Other Operating Cash Receipts 1,301,261          

Net Cash Provided (Used) by Operating Activities (7,417,397)         

Cash Flows from Non-capital Financing Activities
Receipts from Property Taxes and Assessments 11,082,673        

Net Cash Provided (Used) by Non-Capital Financing Activities 11,082,673        

Cash Flows from Capital and Related Financing Activities
Payments for Purchase and Construction of Property and Equipment (931,105)            
Proceeds from Sale of Capital Assets 20,000               
Proceeds from Issuance of Debt 12,062,601        
Payment on Long-Term Debt (743,752)            
Interest Paid on Long-Term Debt (22,533)              

Net Cash Provided (Used) by Capital and Related Financing Activities 10,385,211        

Cash Flows from Investing Activities
Receipt of Interest Income 305,262             

Net Cash Provided (Used) by Investing Activities 305,262             

Net Increase (Decrease) in Cash and Cash Equivalents 14,355,749        

Cash and Cash Equivalents - Beginning of Year 19,373,503        

Cash and Cash Equivalents - End of Year 33,729,252$      

Cash and Cash Equivalents as Reported in the Statement of Net Position
Unrestricted Cash 13,394,827$      
Restricted Cash 20,334,425        

Total Cash and Cash Equivalents 33,729,252$      

Reconciliation of Operating Income to Net Cash
Provided (Used) by Operating Activities:

Operating Income (Loss) (10,726,324)$     
Adjustments to Reconcile Operating Income (Loss) to Net Cash

Provided (Used) by Operating Activities:
Depreciation 1,007,266          
Other Revenue 895,084             
Changes in Operating Assets and Liabilities:

(Increase) Decrease in Accounts Receivable - Water Customers (12,939)              
(Increase) Decrease in Other Receivables 406,177             
(Increase) Decrease in Prepaid Expenses and Refundable Deposits (7,033)                
(Increase) Decrease in Deferred Outflows - Pensions 491,668             
Increase (Decrease) in Accounts Payable 111,974             
Increase (Decrease) in Accrued Wages Payables (89)                     
Increase (Decrease) in Customer Deposits -                         
Increase (Decrease) in Compensated Absences Payable 22,702               
Increase (Decrease) in Deferred Inflows - Pension 762,350             
Increase (Decrease) in Net OPEB Liability (1,035)                
Increase (Decrease) in Net Pension Liability (367,198)            

Net Cash Provided (Used) by Operating Activities (7,417,397)$       

The accompanying notes are an integral part of this statement.

14



Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
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Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

 1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
 A) Reporting Entity 
 

The Tehachapi-Cummings County Water District (the "District") was established by local election held within 
the boundaries of the proposed District on February 16, 1965, and by resolution of the Kern County Board of 
Supervisors in accordance with the provisions of the County Water District Law, Division 12, Section 30,000 
ET. seq., of the Water Code of the State of California.  The District is a successor to the Tehachapi-Cummings 
Water Conservation District and by motion of the Board of Directors all of its existing assets, liabilities, and 
equities were transferred to the newly formed District effective April 15, 1965.  The District is governed by a 
Board of Directors comprised of five members who are voters within the District.   

 
The District was formed to provide for the organization and management of water works by the acquisition or 
construction of water facilities for distribution and sale of water.  The District’s area is approximately 266,000 
acres. 
 
The accompanying financial statements present the District and its component units, entities for which the 
District is considered to be financially accountable.  Currently, the District has no such component units to 
report. 

 
 B) Financial Reporting 
 

The District has adopted the provisions of Governmental Accounting Standards Board Statement No. 34, 
“Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local 
Governments.”  Statement No. 34, as amended, established standards for external financial reporting for all 
state and local governmental entities, which includes a statement of net position, a statement of revenues, 
expenses, and changes in net position, and a statement of cash flows.  It requires the classification of net 
position into three components – net investment in capital assets, restricted, and unrestricted.  These 
classifications, as stated in Governmental Accounting Standards Board Statement No. 63, “Financial 
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position,” which was 
implemented by the District in the 2012-13 fiscal year, are defined as follows: 
 
Net Investment in Capital Assets Component of Net Position:  This component of net position consists of 
capital assets, including restricted capital assets, net of accumulated depreciation and reduced by the 
outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to the 
acquisition, construction, or improvement of those assets.  If there are significant unspent related debt 
proceeds at year-end, the portion of the debt attributable to the unspent proceeds is not included in the 
calculation of invested in capital assets, net of related debt.  Rather, that portion of the debt is included in the 
same net position components as the unspent proceeds. 
 
Restricted Component of Net Position:  This component of net position consists of constraints placed on net 
position use through external constraints imposed by creditors, grantors, contributors, or laws and regulations 
of other governments, or constraints imposed by law through constitutional provisions or enabling legislation. 
 
Unrestricted Component of Net Position:  This component of net position consists of net amount of the assets, 
deferred outflows of resources, liabilities, and deferred inflows of resources that do not meet the definition of 
“restricted” or “net investment of capital assets.”  

16



Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

 1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 C) Fund Accounting 
 

The District utilizes accounting for enterprise entities that account for operations (a) that are financed and 
operated in a manner similar to private business enterprises, where the intent of the governing body is that 
the costs (expenses, including depreciation) of providing goods or services to the general public on a 
continuing basis be financed or recovered primarily through user charges, or (b) where the governing body 
has decided that periodic determination of revenues earned, expenses incurred, and/or net income is 
appropriate for capital maintenance, public policy, management control, accountability, or other purposes. 
 
The District distinguishes operating revenues and expenses from non-operating items.  Operating revenues 
and expenses generally result from providing services and producing and delivering goods in connection with 
an enterprise fund’s principal ongoing operations.  The principal operating revenues of the District are charges 
for water sales.  Operating expenses for enterprise funds include the cost of sales and services, administrative 
expenses, and depreciation on capital assets.  All revenues and expenses not meeting this definition are 
reported as non-operating revenues and expenses. 
 

 D) Basis of Accounting 
 

The accompanying financial statements have been prepared on the accrual basis of accounting.  Under the 
accrual basis, revenues are recognized when earned and expenses are recognized when incurred regardless 
of the timing of cash payments or receipts. 

 
 E) Basis of Presentation 
 

The District’s basic financial statements are presented using the economic resources measurement focus and 
the accrual basis of accounting and conform to accounting principles generally accepted in the United States 
of America.   

 
When both restricted and unrestricted resources are available for use, it is the District’s practice to first expend 
restricted resources, subsequently utilizing unrestricted resources as needed. 

  
 F) Accounts Receivable 

 
The District provides for probable uncollectible amounts in accounts receivable through a charge to 
earnings and a credit to a valuation allowance based on its assessments of the current status of individual 
accounts.  Balances that are still outstanding after management has used reasonable collection efforts are 
written off through a charge to the valuation allowance and a credit to trade accounts receivable.  Changes 
in the valuation allowance have not been material to the financial statements. 
 

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 
consumption of net assets that applies to future period(s) and so will not be recognized as an outflow of 
resources (expense) until then.  The District reports deferred outflows related to the pension and OPEB 
contributions in accordance with GASB Statements No. 68 and 75. 
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Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 

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 assets 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 one item, which is a result of the District’s implementation 
of GASB Statement No. 68, Accounting and Financial Reporting for Pensions, which qualifies for reporting in 
this category. 

 
H) Use of Estimates 
 
 The preparation of financial statements in conformity with U.S. generally accepted accounting principles 

requires management to make estimates and assumptions that affect the reported amounts of 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.  

 
 I) Capital Assets 
 

 Capital assets are stated at cost and are being depreciated over their estimated useful lives, ranging from 
5 to 50 years.  The District uses a capitalization threshold of $5,000.  Donated capital assets received prior 
to the implementation of GASB 72 were recorded at fair value on the date of donation.  Donated capital 
assets received subsequent to the implementation of GASB 72 are recorded at acquisition value as of the 
date received.  Depreciation of capital assets is computed principally on the straight-line method over the 
following estimated useful lives:  

 Years
 
Buildings 40-50 
Wells, Pipelines, and Other Delivery 
 Infrastructure 

  
20-75 

Transportation Equipment 7-15 
Office Equipment 5-10 

 
 Maintenance and repairs of capital assets are charged to operations and major improvements are 

capitalized.  Upon retirement, sale or other disposition of capital assets, the cost and accumulated 
depreciation are eliminated from the accounts and a gain or loss is included in operations. 

 
 J) Flood Control Improvement Districts No. 2, No. 3, and Assessment Zone No. 1 
 

 These three special improvement districts are maintained separate from other activities of the Tehachapi-
Cummings County Water District, although falling within its jurisdiction.  The District is responsible for the 
maintenance of the three flood control districts, which impose a separate tax on property within their 
boundaries for maintenance of facilities.  As special improvement districts, no depreciation of capital assets 
is recognized. 

  
 K) Compensated Absences 
 

Accumulated unpaid employee vacation and sick leave benefits are accrued by the District.  The total 
accumulated vacation and sick leave benefits included in these financial statements as compensated 
absences payable amounted to $123,969 at June 30, 2023. 

  

18



Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

 1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 L) Taxes Receivable and Allowance for Delinquent Taxes 
 

Unapportioned taxes in the County Treasury at year-end are recorded as current assets of the District.  
Delinquent taxes for the current year are only recognized as assets and are offset by an allowance of equal 
amount, having the effect of a zero balance for delinquent taxes receivable. 

 
 M) Inventory of Water in Storage 
 

Water in the District’s reservoir facility at June 30, 2023, measured approximately 1,614 acre-feet.  Of this 
amount, 450 acre-feet is considered a minimum pool for emergency reserve.  The remaining 1,164 acre-
feet in storage on June 30, 2023, is for the purpose of agricultural peaking when the demand is greater 
than the system pumping capacity.  The value of this water is not recorded as an asset of the District; said 
policy is consistent with prior years. 

 
 N) Property Taxes 

 
 Under California law, property taxes are assessed and collected by counties for up to 1 percent of assessed 

value, plus other increases as approved by affected voters.  Property tax revenues are pooled and then 
allocated based on assessed valuation.  Property taxes on the second rolls are payable in two installments, 
November 1 and February 1.  Property tax payments become delinquent after December 10 and April 10, 
respectively. 

 
 Property taxes are assessed and collected each fiscal year according to the following property tax calendar: 

 
Lien Date January 1   
Levy Date July 1 to June 30   
Due Date November 1 - 1st Installment 
 February 1 - 2nd Installment 
Delinquent Date December 10 - 1st Installment 
 April 10 - 2nd Installment 

 
O) Cash and Cash Equivalents 

 
For purposes of reporting cash flows, the District considers highly liquid investments (including restricted 
assets) with an original maturity of three months or less to be cash equivalents.  Cash and cash equivalents 
also include cash on hand and amounts deposited with banks, the Kern County Treasurer’s office, and the 
Local Agency Investment Fund (LAIF). 
 

P) Investments 
 

Investments are reported in the accompanying Statement of Net Position at fair value. 
 

Q) 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 Tehachapi-Cummings 
County Water 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.  
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Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

 1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 

R) Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of 
resources related to OPEB, and OPEB expense, generally accepted accounting principles require that the 
reported results must pertain to liability and asset information within certain defined timeframes.  For this 
report, the following timeframes are used: 
 
 
      Valuation Date  June 30, 2022 
      Measurement Date  June 30, 2023 
      Measurement Period  July 1, 2022 to June 30, 2023 
 

 2) CASH AND INVESTMENTS 
 
 Cash and Investments as of June 30, 2023, are classified in the accompanying financial statements as follows: 
 

 
 

 Cash and investments as of June 30, 2023, consist of the following: 
 

 
  
 Investments Authorized by the District’s Investment Policy 
 
 The District's investment policy authorizes investment of funds in the Investment Pool of the County of Kern and 

LAIF.  The investment policy does not address investment of debt proceeds held by bond trustee that are governed 
by the provisions of debt agreements. 

 
 Disclosures Relating to Interest Rate Risk and Credit 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.  The District manages its exposure to interest rate risk by investing funds only in the County of Kern 
investment pool and LAIF; however, the District does not have a formal policy regarding interest rate risk. 
 
 

  

Current Assets - Cash 13,394,827$           
Noncurrent Assets - Restricted Cash 20,334,425             

Total Cash 33,729,252$           

Petty Cash 500$                      
Deposits with Financial Institutions 1,117,147               
Investments 32,611,605             

Total Cash and Investments 33,729,252$           
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Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

2) CASH AND INVESTMENTS - Continued 
 

 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.  The District does not have a formal policy regarding credit risk.  Neither the County investment pool 
or LAIF are rated. 
 
 As of June 30, 2023, the District had the following investments and maturities: 

 

 
 

Concentration of Credit Risk 
 

The investment policy of the District contains no limitation on the amount that can be invested in any one issuer 
beyond that stipulated by the California Government Code.  As of year-end, the District had no investments in 
any one issuer (other than U.S. Treasury Securities, mutual funds, and external investments pools) that 
represent 5% or more of total District investments. 

 
 Custodial Credit Risk 
 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a 
government will not be able to recover its deposits or will not be able to recover collateral securities that are in 
the possession of an outside party.  The custodial credit risk for 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, other than the following 
provision for deposits:  The California Government Code requires that a financial institution secure deposits 
made by state or local government units by pledging securities in an undivided collateral pool held by depository 
regulated under state law (unless so waived by the governmental unit).  The market value of the pledged 
securities in the collateral pool must equal at least 110% of the total amount deposited by the public agencies.  
California law also allows financial institutions to secure District deposits by pledging first trust deed mortgage 
notes having a value of 150% of the secured public deposits. 
 
As of June 30, 2023, the District did not have deposits with financial institutions in excess of federal depository 
insurance limits, held in uncollateralized accounts. 

  

Investment Maturities
Less than 1 Year to 6 Years to

Investment Type Fair Value 1 Year 5 Years 10 Years
Kern County Pool 19,128,840$    19,128,840$    -$                 -$                 

Local Agency Investment Fund 1,673,162       1,673,162       -                 ‐                        
Investments held by Bond Trustee:

Money Market Mutual Funds 11,809,603     11,809,603     -                 ‐                        

Total 32,611,605$    32,611,605$    -$                 -$                 
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Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

2) CASH AND INVESTMENTS - Continued 
 
Fair Value of Investments 
 
The District categorizes its fair value measurements within the fair value hierarchy established by generally 
accepted accounting principles.  The hierarchy is based on the valuation inputs used to measure the fair value 
of the asset.  Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant 
other observable inputs, and Level 3 inputs are significant unobservable inputs.  The District’s fair value 
measurements are as follows: 
 
Investment in State Investment Pool 
 
The District is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by California 
Government Code Section 16429 under the oversight of the Treasurer of the State of California.  The fair value 
of the District’s investment in this pool is reported in the accompanying financial statements at amounts based 
upon the District’s pro-rata share of the fair value provided by LAIF for the entire LAIF portfolio (in relation to 
the amortized cost of that portfolio).  The balance available for withdrawal is based on the accounting records 
maintained by LAIF, which are recorded on an amortized cost basis. 
 
County Pool 
 

 Cash funds deposited with the Kern County Treasurer’s office are in a pooled money fund.  The County of Kern 
Investment Pool is subject to regulatory oversight by the Treasury Oversight Committee, as required by California 
Government Code Section 27143.  Pooled funds may be invested in: (1) direct obligations of the United States 
government to the payment of which the full faith and credit of the United States government is pledged, (2) 
certificates of deposit at savings and loan associations and federally insured banks when secured by acceptable 
collateral, and (3) savings accounts at savings and loan associations and banks, to the extent fully insured. 

 
The fair value of the District’s investment in this pool is reported in the accompanying financial statements at 
amounts based upon the District’s pro-rata share of the fair value provided by the County for the entire County 
portfolio (in relation to the amortized cost of that portfolio).  The balance available for withdrawal is based on 
the accounting records maintained by the County, which are recorded on an amortized cost basis. 
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Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

3) CAPITAL ASSETS 
 
Presented in the following table is the District’s capital asset activity for the 2022-23 fiscal year: 
 

 
 

4) RESTRICTED ASSETS 
 

Water Payment Reserves:  This cash is restricted by tax assessment for payment of the District’s obligations 
to the Kern County Water Agency for the District’s share of State Water Project costs pursuant to contracts for 
agricultural water and municipal & industrial water. 

 
 Improvement District #2 Reserves:  This cash is restricted by tax assessment for flood control maintenance, 

operations, and capital improvements within the boundaries of Improvement District #2. 
 

Improvement District # 3 Reserves:  This cash is restricted by tax assessment for operations and 
improvements within Improvement District #3. 

  

Beginning Ending
Balance Increases Decreases Balance

Capital Assets, Not Being Depreciated
Land 832,021$      -$              -$               832,021$      
Land Not in Use 99,355          -                -                99,355          
Construction in Progress -                   354,168     -                354,168        

Capital Assets, Not Depreciated 931,376        354,168     -                1,285,544     

Capital Assets Being Depreciated:
Pumping Plants 13,315,344   80,943       -                13,396,287   
Mainline Pipeline 4,293,120     -                -                4,293,120     
Dam and Reservoir 2,018,541     100,540     -                2,119,082     
Transmission and Distribution System 1,826,367     23,242       -                1,849,609     
General Office, Shop, and Equipment 4,110,654     320,982     (105,821)     4,325,814     
Emissions Reduction 5,476,360     -                -                5,476,360     
Water Reclamation 388,990        -                -                388,990        
Groundwater Recharge and Recovery 2,883,581     51,230       -                2,934,811     
Flood Control Facilities 220,424        -                -                220,424        

Capital Assets Being Depreciated 34,533,381   576,937     (105,821)     35,004,497   

Less Accumulated Depreciation:
Pumping Plants (7,747,425)    (605,915)    -                (8,353,340)    
Mainline Pipeline (2,745,941)    (57,242)      -                (2,803,183)    
Dam and Reservoir (979,597)       (25,440)      -                (1,005,037)    
Transmission and Distribution System (1,342,582)    (26,359)      -                (1,368,941)    
General Office, Shop, and Equipment (2,616,736)    (199,631)    85,539        (2,730,828)    
Emissions Reduction (5,476,360)    -                -                (5,476,360)    
Water Reclamation (85,579)         (7,780)        -                (93,359)         
Groundwater Recharge and Recovery (1,460,243)    (84,900)      -                (1,545,143)    
Flood Control Facilities (6,580)          -                -                (6,580)          

Total Accumulated Depreciation (22,461,043)  (1,007,266) 85,539        (23,382,770)  

Net Capital Assets, Depreciated 12,072,338   (430,329)    (20,282)      11,621,727   

Total Capital Assets 13,003,714$  (76,161)$    (20,282)$     12,907,271$  
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Tehachapi-Cummings County Water District 
Notes to Financial Statements 

Year Ended June 30, 2023 
 

 

4) RESTRICTED ASSETS – Continued 
 

 Assessment Zone #1 Reserves:  This cash is restricted by tax assessment for operations and improvements 
within Assessment Zone #1. 

 
Cash is restricted at June 30, 2023, as follows: 

 

 
 
5) LONG-TERM LIABILITIES 
 
 The following summarizes changes in long-term liabilities for the year ended June 30, 2023: 
 

 
2015 Installment Agreement 

 
 As of April 1, 2015, the District entered into an installment purchase agreement with Umpqua Bank (Bank) to 

finance certain improvements to the District’s water system (project).  The Bank agreed to provide project funds  
 of up to $7,000,000, of which the District received $5,780,810 at project completion.  Installment payments 
 include principal and interest at 2.51% per annum.  Amounts borrowed are secured by net revenues received 

by the District from ownership and operation of the water system. 
 
 100% of the water system revenues are pledged to repayment of the bonds and approximate $3 million per year.  

For the 2022-23 fiscal year, system net revenues were $1,899,250, while total principal and interest payments on 
the installment purchase agreement totaled $766,284.  The installment purchase agreement contains a provision 
that in an event of default, outstanding amounts may become immediately due and payable. 

 
 The loan is a direct borrowing.  The future debt service requirements are as follows: 
 

  

Water Payment Reserves 7,212,062$                    
Improvement District #2 25,112                          
Improvement District #3 166,299                         
Assessment Zone #1 1,114,018                      
Cash with fiscal agent 11,809,603                    
Customer Deposits 7,331                            

Total 20,334,425$                  

Beginning Ending Due Within
Balance Additions Deletions Balance One Year

Compensated Absences 101,267$      82,358$        59,656$        123,969$      44,629$        

Net OPEB Liability 34,904          -                   1,035            33,869          -                   

Net Pension Liability 1,615,339     -                   367,198        1,248,141     -                   

2023 Revenue Certificates of Participation -                   10,925,000    -                   10,925,000    500,000        

Unamortized Premium -                   1,137,601     -                   1,137,601     75,840          

Direct Borrowing:

2015 Installment Agreement 1,069,615     -                   743,752        325,863        325,863        

Total Long-term Liabilities 2,821,125$    12,144,959$  1,171,641$    13,794,443$  946,332$      

Year Ending
June 30, Principal Interest Total

2024 325,863$      4,158$          330,021$      

Total 325,863$      4,158$          330,021$      
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5) LONG-TERM LIABILITIES - Continued 
 
2023 Revenue Certificates of Participation 
 
In June of 2023, the District issued $10,925,000 in 2023 Revenue Certificates of Participation (Certificates or 
COPs), to finance certain capital improvements to the District’s water system.  The Certificates are payable 
from Series 2023 installment payments payable by the District pursuant to an Installment Purchase Agreement, 
dated as of June 1, 2023.  The obligation of the District to make installment payments is a special obligation of 
the District payable solely from Net Revenues, consisting of revenues of the District’s water system remaining 
after payment of operation and maintenance costs. 
 
Interest due with respect to the Certificates (5%) is payable on June 1 and December 1 of each year, 
commencing on December 1, 2023.  100% of the water system revenues are pledged to repayment of the 
bonds and approximate $3 million per year.  For the 2022-23 fiscal year, system net revenues were $1,899,250.  
There were no principal and interest payments due for the 2022-23 fiscal year.  The installment purchase 
agreement contains a provision that in an event of default, outstanding amounts may become immediately due 
and payable. 
 
The future debt service requirements are as follows: 
 

 
 
 

 
 

  

Year Ending
June 30, Principal Interest Total

2024 500,000$      537,146$      1,037,146$    

2025 530,000        521,250        1,051,250     

2026 560,000        494,750        1,054,750     

2027 585,000        466,750        1,051,750     

2028 615,000        437,500        1,052,500     

2029 645,000        406,750        1,051,750     

2030 680,000        374,500        1,054,500     

2031 715,000        340,500        1,055,500     

2032 750,000        304,750        1,054,750     

2033 785,000        267,250        1,052,250     

2034 825,000        228,000        1,053,000     

2035 865,000        186,750        1,051,750     

2036 910,000        143,500        1,053,500     

2037 955,000        98,000          1,053,000     

2038 1,005,000     50,250          1,055,250     

Total 10,925,000$  4,857,646$    15,782,646$  
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 6) DEFINED BENEFIT PENSION PLAN 
 
 General Information about the Pension Plan 

 
Plan Description – All qualified permanent and probationary employees are eligible to participate in the Public 
Agency Cost-Sharing Multiple-Employer Defined Benefit Pension Plan (Plan) administered by the California 
Public Employees’ Retirement System (CalPERS).  The Plan consists of individual rate plans (benefit tiers) 
within a miscellaneous risk pool.  Plan assets may be used to pay benefits for any employer rate plan of the 
miscellaneous pool.  Accordingly, rate plans within the miscellaneous pool are not separate plans under GASB 
Statement No. 68. 
 
Individual employers may sponsor more than one rate plan in the miscellaneous pool.  The District sponsors 
two rate plans.  Benefit provisions under the Plan are established by State statute and District 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. 
 
Benefits Provided – The Plan is a cost-sharing multiple-employer defined benefit pension plan administered 
by the California Public Employees’ Retirement System (CalPERS). A full description of the pension plan benefit 
provisions, assumptions for funding purposes but not accounting purposes, and membership information is 
listed in the June 30, 2021 Annual Actuarial Valuation Report.  Details of the benefits provided can be obtained 
in Appendix B of the June 30, 2021 Actuarial Valuation Report. This report is a publicly available valuation 
report that can be obtained at CalPERS’ website under Forms and Publications.  The rate plan provisions and 
benefits in effect at June 30, 2023, are summarized as follows: 
 

 

 
Contributions – Section 20814(c) of the California Public Employees’ Retirement Law requires that the 
employer contribution rates for all public employers be determined on an annual basis by the actuary and shall 
be effective on the July 1 following notice of a change in the rate.  Funding contributions for the Plan is 
determined annually on an actuarial basis as of June 30 by CalPERS.  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.  The District pays the required 
employee contribution on behalf of the employees.  
 
Beginning in fiscal year 2016, CalPERS collects employer contributions for the Plan as a percentage of payroll 
for the normal cost portion as noted in the rates above and as a dollar amount for contributions toward the 
unfunded liability. The dollar amounts are billed on a monthly basis. The District’s required contribution for the 
unfunded liability was $86,732 in fiscal year 2023.  The District’s contributions to the Plan for the year ended 
June 30, 2023, were $645,268. 

Prior to On or after
Hire date January 1, 2013 January 1, 2013

Benefit formula 2% @ 60 2% @ 62
Benefit vesting schedule 5 years service 5 years service
Benefit payments monthly for life monthly for life
Retirement age 50 50
Monthly benefits, as a % of eligible compensation 2% 2%
Required employee contribution rates 7% 7%
Required employer contribution rates 9.44% + $80,120 7.56% + $6,612

Miscellaneous
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