
 

 

Olivehurst Public Utility District 

Agenda Item Staff Report 

Meeting Date: Jule 18, 2026 

Item description/summary: 
 

Audit Completion FY 2024-25 
Attached are the District’s financial statements for fiscal year 2024–2025. This marks the second year 
working with the current auditor, and for the second consecutive year, the audit was completed six 
months or more past the deadline. 
 
During this year’s process, the audit draft was reviewed and rejected twice by District staff, resulting 
in additional charges beyond the agreed-upon contract amount. The final draft provided includes a 
qualified opinion on a matter that had been accepted without qualification by prior auditors. 
Given that further rejection would lead to additional costs, staff recommends accepting the attached 
version of the financial statements. Inaccuracies and comments to the auditor’s management letter 
will be dicussed. 
 
The auditor’s approach placed a significant strain on District resources. Based on this experience, a 
new audit firm was selected and approved by the Board during the May Board meeting. 
 

 

Fiscal Analysis: 
Final Invoice of $38,000 is an increase of 36% over the $28,000 base audit fee.     

 
 

Motion to accept 2024-25  Financial Statements  

 
Prepared by: 
Karin Helvey, Financial Manager 
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Olivehurst Public Utility District 

June 18, 2026 

To the Board of Directors Olivehurst Public Utility District 

As part of the District’s annual independent audit process, the auditors have 
issued a Management Letter for the fiscal year ended June 30, 2025. This letter 
provides additional insights and recommendations beyond the audited financial 
statements, with a focus on internal controls, operational practices, and 
opportunities for improvement. 

The District remains committed to accurate financial reporting, transparent 
communication, and the ongoing enhancement of internal controls. Staff have 
reviewed each observation and recommendation outlined in the Management 
Letter and provide the following responses. 

Staff Comments: 

Staff kept the Board regularly updated throughout the 2024-25 audit engagement 
on key challenges, including Yuba County’s delayed submission of third- and 
fourth-quarter interest and final property tax allocations, prolonged gaps in 
communication from the auditor, and the audit team’s challenges tracking the 
flow of project resources financed through park development and fee credit 
agreements. 

Cash Reconciliation Procedures — Page 5 

The District does not maintain a pooled cash account through which all cash 
receipts and disbursements flow. Instead, cash transactions are recorded directly 
within each individual fund’s cash account. Cash accounts are also utilized to 
transfer costs between funds. Due to the high volume of book transfers 
generated by the District’s accounting system, the County Treasury records only 
transactions involving real cash deposits and withdrawals. As a result, 
discrepancies arise between the County’s reported cash balances and the 
District’s accounting records. 

Interest apportionments are allocated by management to District funds on a 
proportional basis, based on each fund’s cash balance as reflected in the trial 
balance at the end of each quarter. 

The District recognizes that reconciling cash at the fund level is a best practice 
and will work to submit adjustments to the County Treasury on a monthly basis.. 
This will ensure District records align with County Treasury balances and 
eliminate the need to reallocate interest. 

Fiduciary Fund Classification — Page 4 

The District acknowledges the auditor’s conclusion that CFD and Park 
Development funds are properly classified as governmental funds rather than 
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fiduciary funds. On November 15, 2024, the Financial Manager provided written 
confirmation directing that CFD 2005-2 (Fund 20) and Park Development (Fund 
33) be classified as governmental funds, effective with the 2023-24 financial 
statements. The District concurs with this reclassification and will work with the 
auditor to ensure consistent classification and presentation in all future reporting 
periods. 

GASB 101 — Compensated Absences — Page 4 

The District acknowledges that implementing GASB 101 required revisions to its 
compensated absences methodology, including the treatment of estimated sick 
leave usage. The District has historically accrued both sick leave and vacation 
leave in accordance with its established policies. Upon further review of the 
standard’s requirements and dialogue with the auditor, the District adopted 
revised estimates that incorporate sick leave usage consistent with GASB 101. 

The District has fully implemented Governmental Accounting Standards Board 
(GASB) Statement No. 101 on a retroactive basis to the 2023–24 fiscal year. 

Fixed Asset Reporting — Page 7 

The District added four new parks during the 2024-2025 period, which were 
completed and subsequently transferred to the District under Park Development 
Agreements with developers. 

Accounting principles require fixed assets to be recorded at their full acquisition 
cost, which includes all necessary expenditures to bring the asset to a usable 
condition. Since a park cannot be maintained without water, related water 
capacity fees are treated as an integral part of the structure’s capitalized cost. 
The construction cost of each park is supported by a formal appraisal from 
Economic Planning Systems (EPS) before reimbursement from the Park Fee 
Development Fund is authorized by the Board. The capacity-fee component is 
supported by the District’s Board-approved capacity-fee schedules, adopted 
annually. The useful life assigned to each capital asset is formally determined by 
the Board and disclosed in the District’s financial statements, consistent with 
GASB requirements. Staff included water capacity as a separate line item to 
improve clarity and transparency in the fixed asset schedule. 

The District maintains separate records for construction in progress by both 
project and funding source. A project summary was requested by the auditor on 
February 13, 2026, and was provided on the same date. 

The District will conduct a comprehensive review of its fixed asset schedule to 
prepare for the implementation of Governmental Accounting Standards Board 
(GASB) Statement No. 103 including updating asset descriptions, classifications 
and other matters to comply with the standards of the new pronouncement 
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Credit Card Transactions — Page 8 

The District acknowledges the importance of independent review for credit card 
transactions. Effective FY2026, all credit card charges will require approval by 
the cardholder’s supervisor prior to payment, consistent with the auditor’s 
recommendation. Charges by department heads will be reviewed by the General 
Manager. 

The District’s purchasing policy permits the use of credit cards within established 
dollar thresholds. The AirPods purchase referenced in the Management Letter 
was authorized under this policy for legitimate business use — enabling staff 
participation in Teams and Zoom meetings and field staff to respond to phone 
calls when using District-issued equipment without hands-free capability. 

Journal Entry Review and Approval — Page 8 

Given the District’s staffing constraints, journal entry preparation and posting are 
segregated between two qualified employees — the Financial Manager and the 
Accountant. To strengthen oversight, the District will submit monthly journal entry 
listings for Board review and approval via the Board agenda, beginning with the 
first regular Board meeting of FY2026. The District is also evaluating whether 
additional periodic review procedures are feasible within current staffing levels. 

Weaknesses in Internal Controls over Financial Statement Close — Page 6 

The District recognizes that the volume of audit adjustments, while partly 
attributable to external timing factors and the first-time implementation of GASB 
101, reflects an opportunity to strengthen period-end close procedures. Several 
adjustments this year resulted from factors outside the District’s direct control, 
including Yuba County’s delayed fourth-quarter interest and property tax 
allocations and the reclassification of fiduciary funds to governmental funds. 

Effective FY2026, the District will implement the following improvements to its 
period-end close process: 

• A formal closing checklist to ensure all material account reconciliations 
and accruals are completed before providing the trial balance to the 
auditor. 

Prior Period Adjustments — Pages 7-8 

The District recognizes that recurring prior period adjustments indicate 
opportunities for improvement in its year-end close and reconciliation processes. 
The strengthened period-end close procedures described above are intended to 
reduce the frequency of prior period adjustments in future periods. 

Legal Counsel Response and Confirmation Letters — Page 3 

The District acknowledges the delay in obtaining the legal counsel response 
letter and will coordinate with counsel to ensure timely responses in future audit 
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engagements. The District will also follow up with the independent third parties  
to facilitate confirmation responses.  

Corrected Misstatements — Pages 3-4 

Management has reviewed and concurred with all corrected misstatements 
identified during the audit, as reflected in the signed Management 
Representation Letter. 

Audit Engagement Interactions — Page 9 

The District values a productive and professional working relationship with its 
auditors. The District is committed to providing full and open cooperation in all 
future audit engagements. 
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