
Montecito Sanitary District
Financial Statement Audit

For the year ended June 30, 2022

Tracey A. Solomon, Partner



1. Required Communications
-Significant estimates in the financial statements
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Required Communications
1. A letter of planning communication was provided to the District. The letter covered

certain aspects of the audit including, independence, planning, the concept of
materiality, and audit risks in the planning phase.

2. We did not discuss with management any alternative treatments within generally
accepted accounting principles for accounting policies or practices related to material
items during the current audit period.

3. There were no new accounting standards that impacted the District in the current year,
nor have there been any changes in existing significant accounting policies during the
current year.

4. We did not identify any significant accounting policies in controversial or emerging
areas for which there is a lack of authoritative guidance or consensus.

5. We did not identify any significant unusual transactions.
6. There were no disagreements with management over the application of significant

accounting principles, the basis for management’s judgments on any significant matters,
the scope of the audit, or significant disclosures to be included in the financial
statements.



Significant Estimates in the Financial Statements

1. Depreciation: Calculated on a straight-line basis over the expected useful life of
each asset.
(A) We evaluated the consistency and reasonableness of useful lives for current

year additions.
(B) We also performed a reasonableness calculation over depreciation expense.

2. Net OPEB liability: Calculated by an actuary in accordance with the
parameters of GASB 75, based on census data provided to the actuary by the
District.
(A) We reviewed the validity of the underlying inputs.
(B) We recalculated the mathematical accuracy and evaluated the

reasonableness of the components of the changes in the net OPEB
obligation, OPEB expense, and related deferred inflows and outflows.



Significant Estimates in the Financial Statements

3. Net pension liability: Estimate of the proportionate share of the collective net
pension liability. Underlying information was calculated by independent actuary,
CalPERS in accordance with GASB 68.

(A) We evaluated current year changes identified by CalPERS at the
Miscellaneous Pool level and recalculated the impact to each Plan.

(B) We compared payroll costs per the general ledger to the underlying payroll
data submitted to the actuary. Underlying payroll costs are a significant
component of the calculation of the net pension liability.



Audit Adjustments

Audit adjustments that were recorded after the initial trial balance was received
related to fiscal year ended June 30, 2022 are included as an attachment to the
letter of required communication.

Internal Control Matters
A letter of internal control findings and recommendations was provided.

Upcoming Standards

Upcoming standard GASB 96 – Subscription Based Information Technology



Independent Auditor’s Report
Unmodified Opinion (Clean Opinion) 

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the District and respective changes in financial position and cash flows the years
ended June 30, 2022 and 2021 in accordance with accounting principles generally accepted in
the United States of America.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. The audit is planned and performed to obtain reasonable assurance
(not absolute) about whether the financial statements as a whole are free from material
misstatement.

We considered the District’s internal control over financial reporting as a basis for designing
our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
internal control. Accordingly, we express no such opinion.
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Statement of  Net Position Highlights

1. Cash and investments saw a net 
increase of  approximately 
$637K from prior year. 

2. Net capital assets increased 
$1.2M, primarily due to CIP.

3. Total deferred outflows 
decreased $108K.



Statement of  Net Position Highlights

4. Total liabilities decreased $1.3K.

• Current liabilities increased $500k, primarily 
due to capital related payments due at year 
end.

• Long-term debt decreased $1.8M, primarily 
due to net pension liability decrease of  $1M 
(which was offset by increase from deferred 
outflow from pension as noted below).

5. Deferred inflows increased $1.3M, primarily 
from pension.

6. Total net position increased $1.7M.

• Largest component is net position invested in 
capital.

• Remaining balance of  net position is 
unrestricted, but primarily board designated.



• Operating revenue of  $6.8 million in 2022, comparable to prior year. 
• Operating expenses of  $5.64 million in 2022 compared to $5.9 million 

in 2021. 
• Nonoperating revenue (expense) increased $650k from prior year, 

primarily due to covid relief  funds and insurance reimbursements.
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Statement of  Revenue, Expenses and 
Changes in Net Position

1. Operating revenue was $6.8
million. Service revenue
comprised 96% of
operating revenue.

2. Total operating expenses
decreased $256K.

3. Nonoperating revenue
(expense) increased $650K,
and was a net revenue of
$403K for 2022.

4. Capital contributions for
2022 was $137K.



Questions?


