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STINSON BEACH COUNTY WATER DISTRICT
SCHEDULE OF MATERIAL WEAKNESSES
2016-01 Accounts Receivable Detail
Criteria: The utility accounts receivable in QuickBooks should agree to the CORE software
Condition: Accounts receivable in QuickBooks was approximately $27,000 more at June 30
than the same report produced by CORE.
Effect: Accounts receivable was overstated, and an adjusting journal entry needed to be made.
Cause: CORE imports the customer meter readings and creates bills based on those readings
and the current rates. At month end, the lump sum receivables are imported into trial balance.
Payments are also booked as journals in lump sums as they are received. As such, it is difficult
to determine in QuickBooks which customers have open balances, and whether those open
balances pertain to water or wastewater revenues.
Recommendation: We recommend that customers be set up in QuickBooks, and tracked for
both amounts due and amounts paid. At month end, QuickBooks should be agreed to CORE.
Management’s Response: The District would need to hire another person to enter every
CORE entry into both CORE and QuickBooks, doing double duty entry for 731 customer
accounts. Instead, the District’s bookkeeper will make adjusting journal entries every month.
The Finance Committee will review the accounts receivable aging report on a monthly basis.
2016-02 Fund Balances
Criteria: Each fund (300, 400, 500, and 600) should be comprised of a self-balance set of
accounts.
Condition: Three of the four funds were out of balance totaling approximately $507,000.
Effect: A due to/due from was booked in order to balance both the funds and the financial
statements.
Cause: Journals being made are not balanced by class in QuickBooks. Expenses may have
been paid from one fund, but the cash disbursed from a different fund.
Recommendation: Each journal should balance to zero on a class basis. On a monthly basis,
each fund (class) should be reviewed to determine if it balances to zero. If not, interfund
transfers should be made.
Management’s Response: The District’s bookkeeper has made improvements to eliminate
“due to” and “due from” fund activity. The Finance Committee will review this monthly.
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2016-03 Management Review
Criteria: Under prudent internal controls, the functions of authorization, recording, custody,
and comparison (reconciliation) should be performed by separate employees.
Condition: Journal entries are being made by the bookkeeper, but it appears no one is
reviewing those entries or signing off. Monthly bank reconciliations are being signed off on the
bank statement portion only, not on the QuickBooks reconciliation.
Effect: This is a segregation of duties issue which could result in material misstatements to the
financial statements and/or fraud.
Cause: Oversight of the part-time bookkeeper
Recommendation: Bank account reconciliations and journal entries should be reviewed by
someone not involved in the entry process, but familiar enough with accounting to understand
what they are reviewing.
Management’s Response: The District’s Treasurer is signing off the QuickBooks
reconciliation. The bookkeeper will prepare a binder of the journal entries for the General
Manager’s review.
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STINSON BEACH COUNTY WATER DISTRICT
SCHEDULE OF PRIOR YEAR MATERIAL WEAKNESSES
Inhance System
2015 -01 Accounts Payable Detail (prior year comment 2014 -01)
Criteria: The client should provide a detail of the balance of accounts payable as of June 30, 2015
Condition: The system (Inhance) was unable to produce a report detailing the balance of accounts
payable (XXX-1205) at year end. As a result, we were unable to verify the assertions of accuracy and
completeness of the balances at fiscal year-end. During our testing of subsequent disbursements, it was
noted that at least four of the 12 samples we selected should have been accrued at June 30, 2015,
however, we were unable to determine if they had been due to the inability of the GL software to
produce a detail report. The amount of disbursements tested by us exceeds to balance in all accounts
XXX-1205, therefore leading us to conclude that accounts payable are understated.
Effect: Accounts payable is understated
Cause: Appears to be a function not available with the current software package, as well as an
unprecedented change in District staff during fiscal 2014.
Recommendation: We recommend that all debit balances in accounts payable be brought to zero, and a
staff member assigned to compile a list of accounts payable at June 30, 2015. This can be done by
reviewing all disbursements up to 90 days after year end.
Management’s Response: Management agrees with the recommendation. Staff turnover due to the
passing of the bookkeeper in 2014 and the resignation of the accounts payable clerk shortly thereafter
contributed to this condition. The conversion to QuickBooks did resolve this issue.
Status Update: Completed recommendations
2015-02 Unbalanced trial balance
Criteria: The trial balance should always equal zero, with debits and credits of the same amount.
Condition: The beginning trial balance was out of balance. This was due in part to the fund balance
accounts not agreeing to the prior year audited financial statements. In addition, the software appears to
allow for one-sided entries.
Effect: It took the audit team and management time to determine why the trial balance didn’t balance,
and to book entries to correct the issue.
Cause: Appears to be an internal software issue with Inhance.
Recommendation: We recommend that management invest in a new accounting software.
Management’s Response: Management purchased new accounting software (QuickBooks), and the
bookkeeper has been running parallel general ledger systems (Inhance and QuickBooks) since July
2015. The trial balance did balance for the year ended June 30, 2016 in total but not by class.
Status Update: See current year finding 2016-02.
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STINSON BEACH COUNTY WATER DISTRICT
SCHEDULE OF OTHER MATTERS
2016-04 Other Post-Employment Benefits (prior year comment 2015-04)
Criteria: The District has an OPEB obligation, based on actuarial data, of approximately
$128,000 at June 30, 2016.
Condition: The net obligation for OPEB continues to increase every year. Payments are being
made for retiree benefits, but a trust for making future payments has not been established.
Effect: As the OPEB obligation increases, and payments need to be made, this will come from
LAIF, which is not protected from creditors, and earns very little interest. This may cause
significant decreases in net position in future years.
Cause: The District has not established a trust or similar arrangement.
Recommendation: We recommend that the District establish a trust into which amounts can
be deposited for future payments of OPEB.
Management’s Response: The District has allocated $118,021 in LAIF to pay the future
OPEB.
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STINSON BEACH COUNTY WATER DISTRICT
SCHEDULE OF PRIOR YEAR OTHER MATTERS
2016-05 Inventory Valuation (prior year comment 2015-03)
Criteria: Inventory should be valued at the lower of cost or market.
Condition: Items that have been used and since replaced are still valued at a cost which is
several years old, even though some of the items may have since been used and replaced.
Effect: Inventory is understated.
Cause: As items in inventory are used, the cost spent to replace them has not been updated on
the spreadsheet.
Recommendation: We recommend that as items are taken from inventory and replaced with
new equivalents, the price on the inventory spreadsheet be updated.
Management’s Response: Management is in the process of reviewing and updating the
inventory schedule.
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Compliance with All Ethics Requirements Regarding Independence
The engagement team, others in our firm, as appropriate, our firm, and our network firms have
complied with all relevant ethical requirements regarding independence.
Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies
Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by Stinson Beach County Water District is included in Note 1 to
the financial statements. There have been no initial selection of accounting policies and no changes in
significant accounting policies or their application during 2016. No matters have come to our attention
that would require us, under professional standards, to inform you about (1) the methods used to account
for significant unusual transactions and (2) the effect of significant accounting policies in controversial
or emerging areas for which there is a lack of authoritative guidance or consensus.
Significant Accounting Estimates
Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ markedly from management’s current
judgments.
The most sensitive accounting estimates affecting the financial statements are depreciation expense
and the net pension liability.
Management’s estimate of the net pension liability is based on the standards set forth in GASB
Statement No. 68. Management’s estimate of the depreciation expense is based on the estimated
useful lives of the associated assets. We evaluated the key factors and assumptions used to develop
these accounting estimates and determined that it is reasonable in relation to the basic financial
statements taken as a whole and in relation to the applicable opinion units.
Financial Statement Disclosures
Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their significance to financial statement users. The most sensitive disclosures affecting
Stinson Beach County Water District’s financial statements relate to the pension, including pension
expense, net pension liability, and deferred inflows and outflows (Note 6).
Significant Difficulties Encountered during the Audit
We encountered no significant difficulties in dealing with management relating to the performance of
the audit.
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