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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Golden Valley Municipal Water District
Gorman, California

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Golden Valley Municipal Water District (the
District) as of and for the year ended June 30, 2025, 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 District, as of June 30, 2025, and the respective changes in financial position, and
its cash flows thereof, for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

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 the 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 fraud or
error.

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 Responsibility 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 opinion. 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 auditing standards generally
accepted in the United States of America 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 auditing standards generally accepted in the United States of
America 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.

e 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.

e 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.

e 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 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board (GASB), 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.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 22,
2026, 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 solely 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 compliance.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

g’wzm %Maﬂ?/
Bakersfield, California i qu?/ M"

January 22, 2026



GOLDEN VALLEY MUNICIPAL WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2025

As management of Golden Valley Municipal Water District (the District), we offer readers of the District’s
financial statements this narrative overview and analysis of the financial activities of the District for the
year ended June 30, 2025. We encourage readers to consider the information presented here in
conjunction with information that is included within the financial statements.

FINANCIAL STATEMENTS

This discussion and analysis provides an introduction and brief description of the District’s basic financial
statements, including the relationship of the statements to each other and the significant differences in the
information they provide. The District’s basic financial statements include four components:

Statement of Net Position

Statement of Revenues, Expenses, and Changes in Net Position
Statement of Cash Flows

Notes to the Basic Financial Statements

The statement of net position includes all the District’'s assets and liabilities, with the difference between
the two reported as net position. Net position may be displayed in the categories:

¢ Net Investment in Capital Assets
e Restricted for Debt Service
e Unrestricted

The statement of net position provides the basis for computing the rate of return, evaluating the capital
structure of the District, and assessing the liquidity and financial flexibility of the District.

The statement of revenues, expenses, and changes in net position presents information that shows how
the District’s net position changed during the year. All of the current year’s revenues and expenses are
recorded when the underlying transaction occurs, regardless of the timing of the related cash flows. The
statement of revenues, expenses, and changes in net position measures the success of the District’s
operations over the past year and determines whether the District has recovered its costs through user
fees and other charges.

The statement of cash flows provides information regarding the District's cash receipts and cash
disbursements during the year. This statement reports cash activity in three categories:

e Operating activities
e Capital and related financing activities
¢ Noncapital financing activities

This statement differs from the statement of revenues, expenses, and changes in net position because
the statement accounts only for transactions that result in cash receipts or cash disbursements.

The notes to the basic financial statements provide a description of the accounting policies used to
prepare the basic financial statements and present material disclosures required by accounting principles
generally accepted in the United States of America that are not otherwise present in the basic financial
statements.



FINANCIAL HIGHLIGHTS
The key financial highlights for the year ended June 30, 2025, are as follows:

e Assets of the District exceeded its liabilities as of June 30, 2025, by $202,417. As of June 30,
2024, assets exceeded liabilities by $182,074.

e Total net position increased by $20,343 for the year ended June 30, 2025. For the year ended
June 30, 2024, total net position decreased by $87,773.

e During the current year, the District's capital assets decreased by a net $51,984. This decrease
was attributable to the current year’s depreciation. Depreciation expense, the related amortization
of the cost of fixed assets, amounted to $51,984, for the current year. Prior year depreciation was
$70,640.

e Total debt decreased $19,835 during the current year due to principal payments made. Total debt
decreased $20,256 in the prior year due to principal payments made.

e Cash and cash equivalents decreased by $33,353 during the year, primarily due to debt service
payments (principal of $19,835 and interest of $33,685), offset partially by net cash provided by
operations of $9,490, and property taxes received of $10,677.

Condensed Statement of Net Position — Analysis

Increase
June 30, 2025 June 30, 2024 (Decrease) % Change
Current and Other Assets $ 152,177 $ 173,234 $ (21,057) -12%
Capital Assets, Net 1,116,600 1,168,584 (51,984) -4%
Total Assets $ 1,268,777 $ 1,341,818 $ (73,041) -5%
Current Liabilities $ 57,892 $ 126,150 $ (68,258) -54%
Noncurrent Liabilities 1,008,468 1,033,594 (25,126) 2%
Total Liabilities 1,066,360 1,159,744 (93,384) -8%
Net Position:
Net Investment in Capital Assets 83,006 115,155 (32,149) -28%
Restricted 85,359 100,016 (14,657) -15%
Unrestricted 34,052 (33,097) 67,149 -203%
Total Net Position 202,417 182,074 20,343 11%
Total Liabilities and Net Position $ 1,268,777 $ 1,341,818 $ (73,041) -5%

Analysis of Changes in Total Net Position from June 30, 2024, to June 30, 2025

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. As of June 30, 2025, the District's assets exceeded its liabilities by $202,417. Approximately
42% of net position is restricted for debt service and is not available for general spending. In addition,
about 41% reflects the District’'s net investment in capital assets (capital assets, net of related debt).
Remaining net position consists of restricted net position.



Capital Assets

The District’s investment in capital assets for its governmental activities as of June 30, 2025, amounted to
$1,116,600 (net of accumulated depreciation). This investment in capital assets includes land, building,
improvements, and equipment.

Additional information on the District’s capital assets can be found in Notes 1 and 3.

Long-Term Liabilities

The District’s total long-term debt decreased $19,835 during the current year due to principal payments
made during the year ended June 30, 2025. Total long-term debt amounted to $1,033,594 as of June 30,
2025.

Additional information on the District’ s long-term debt can be found in Note 4.

Condensed Statement of Revenues, Expenses, and Changes in Net Position — Analysis

Increase
June 30, 2025 June 30, 2024 (Decrease) % Change

Operating Revenues $ 294,572 $ 294,271 $ 301 0%
Operating Expenses 274,459 359,666 (85,207) -24%

Operating Loss 20,113 (65,395) 85,508 131%
Property Tax Revenue 10,677 10,244 433 4%
Other Income 23,238 - 23,238 100%
Interest Expense (33,685) (32,622) (1,063) -3%

Net Non-Operating Income (Expense) 230 (22,378) 22,608 101%

Change in Net Position 20,343 (87,773) 108,116 123%

Net Position - Beginning of Year 182,074 269,847 (87,773) -33%

Net Position - End of Year $ 202,417 $ 182,074 $ 20,343 11%

Analysis of Changes in Operating Revenues from June 30, 2024, to June 30, 2025

Water sales and sewer usage revenue increased $301, or 0.1%, in the year ended June 30, 2025, due to
increased usage and rates.

Analysis of Changes in Operating Expenses from June 30, 2024, to June 30, 2025

Operating expenses decreased $85,207, or 13%, in the year ended June 30, 2025, due primarily to a
decrease in legal and professional services, repairs and maintenance, and depreciation expense, offset
by an increase in bad debt expense. Bad debt expense primarily reflects late fees that management does
not believe are collectible; accordingly, the District increased its allowance for uncollectible accounts for
these amounts. Legal and professional services decreased primarily due to the timing of accruals. In
2023/24, the District recorded a $36,880 accrual associated with a Public Records Act request, and no
comparable accrual was necessary in 2024/25.

Non-Operating Income and Expenses

Analysis of Changes in Non-Operating Income (Expense) from June 30, 2024, to June 30, 2025

Net non-operating income (expense) increased 101% for the year ended June 30, 2025, primarily due to
$23,238 of invoices from fiscal year 2023/24 that were forgiven during the year following ongoing
discussions with the vendor regarding the legitimacy of the charges. The District did not believe it owed
the vendor this amount, and the forgiveness is considered a one-time, nonrecurring item.
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Cash and cash equivalents decreased during the year primarily due to debt service and related financing
outflows exceeding cash generated from operations. The District maintains restricted cash for debt
service in accordance with debt requirements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The budget for the year ending June 30, 2026, projects a surplus of $24. Operating revenue is
anticipated to increase by $7,512 compared to actual revenues for the year ended June 30, 2025, while
total operating expenses are expected to decrease by $27,601.

Rates charged to customers of the District are not anticipated to increase or decrease during the year
ending June 30, 2026.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of Golden Valley Municipal Water District’s
finances for all those with an interest in the District's finances. Questions concerning any of the
information provided in this report or request for additional financial information should be addressed to
the Office Manager, Golden Valley Municipal Water District, 49744 Gorman Post Road, Gorman,
California 93243.
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GOLDEN VALLEY MUNICIPAL WATER DISTRICT

STATEMENT OF NET POSITION
JUNE 30, 2025

Water Sewer
Operations Operations Total
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 7,352 $ 7352 % 14,704
Accounts Receivable, Net 22,986 22,986 45,972
Prepaid Expenses 3,071 3,071 6,142
Total Current Assets 33,409 33,409 66,818
OTHER ASSETS
Restricted Assets - Cash 85,359 - 85,359
Capital Assets (Net of Depreciation) 647,262 469,338 1,116,600
Total Other Assets 732,621 469,338 1,201,959
Total Assets $ 766,030 $ 502,747 $ 1,268,777
LIABILITIES
CURRENT LIABILITIES
Accounts Payable and Accrued Expenses $ 9,236 % 6,670 % 15,906
Accrued Interest 11,956 2,658 14,614
Deposit 2,246 - 2,246
Current Portion of Noncurrent Liabilities 19,578 5,548 25,126
Total Current Liabilities 43,016 14,876 57,892
NONCURRENT LIABILITIES
Bonds Payable 252,000 - 252,000
Notes Payable 449,266 307,202 756,468
Total Noncurrent Liabilities 701,266 307,202 1,008,468
Total Liabilities 744,282 322,078 1,066,360
NET POSITION
NET POSITION
Net Investment in Capital Assets (73,582) 156,588 83,006
Restricted for Debt Service 85,359 - 85,359
Unrestricted 9,971 24,081 34,052
Total Net Position 21,748 180,669 202,417
Total Liabilities and Net Position $ 766,030 $ 502,747 $ 1,268,777

See accompanying notes to the basic financial statements.
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GOLDEN VALLEY MUNICIPAL WATER DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2025

Water Sewer
Operations Operations Total
OPERATING REVENUES
Charges for Services $ 118,471 $ 176,101 $ 294,572
Total Operating Revenues 118,471 176,101 294,572
OPERATING EXPENSES
Repairs and Maintenance 31,618 49,519 81,137
Depreciation 25,160 26,824 51,984
Bad Debt Expense 12,160 12,161 24,321
Legal and Professional 8,526 7,106 15,632
Office Manager 12,750 12,750 25,500
Fees, Permits, and Testing 6,595 21,617 28,212
Rent 7,650 7,650 15,300
Utilities 6,079 6,079 12,158
Board of Directors Fees 950 950 1,900
Insurance 4,020 4,020 8,040
Office Supplies and Postage 4,789 784 5,573
Miscellaneous 4,644 58 4,702
Total Operating Expenses 124,941 149,518 274,459
Operating Loss (6,470) 26,583 20,113
NON-OPERATING REVENUES (EXPENSES)
Property Tax Revenue 10,677 - 10,677
Other income 11,619 11,619 23,238
Interest Expense (26,191) (7,494) (33,685)
Total Non-Operating Revenues (Expenses) (3,895) 4,125 230
Change in Net Position (10,365) 30,708 20,343
Net Position - Beginning of Year 32,113 149,961 182,074
Net Position - End of Year $ 21,748  § 180,669 § 202,417

See accompanying notes to the basic financial statements.
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GOLDEN VALLEY MUNICIPAL WATER DISTRICT
STATEMENT OF CASH FLOWS - COMBINED TOTAL
FOR THE YEAR ENDED JUNE 30, 2025

2025
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers $ 285,112
Cash paid to suppliers (275,622)
Net Cash Provided by Operating Activities 9,490
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Property Taxes Revenue Received 10,677
Net Cash Provided by Noncapital Financing Activities 10,677
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:
Principal Paid on Noncurrent Liabilities (19,835)
Interest Paid on Noncurrent Liabilities (33,685)
Net Cash Used in Capital and Related Financing Activities (53,520)
Net Decrease in Cash and Cash Equivalents (33,353)
Cash and Cash Equivalents - Beginning of Year 133,416
Cash and Cash Equivalents - End of Year $ 100,063

RECONCILIATION OF OPERATING LOSS TO NET CASH

PROVIDED BY OPERATING ACTIVITIES:
Operating loss $ 20,113
Adjustments to Reconcile Operating Loss to
Net Cash Provided by:

Depreciation 51,984

Changes in Assets and Liabilities:
(Increase) in Accounts Receivables (11,506)
(Increase) in Prepaid Expenses (790)
Decrease in Accounts Payable (52,357)
Increase in Other Current Liabilities 2,046
Net Cash Provided by Operating Activities $ 9,490

Summary of Cash, End of Year:

Cash and Cash Equivalents - Current Assets $ 14,704
Cash and Cash Equivalents - Restricted Assets 85,359
$ 100,063

See accompanying notes to the basic financial statements.
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GOLDEN VALLEY MUNICIPAL WATER DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

Reporting Entity

Golden Valley Municipal Water District (the District) is a California special district that was created in
1970 upon the approval of the Board of Supervisors of Los Angeles County. The District was
organized to provide and maintain sewer operations in the community of Gorman, County of Los
Angeles, State of California. In 1995, the District purchased the municipal water operations in the
community of Gorman. The District is governed by a board of directors. As the District is a
governmental unit, it is exempt from federal and California taxes on income.

Accounting Basis

The District reports its activities as an enterprise fund, which is used to account for operations where
the intent of the District is that the costs of providing goods and services to the general public on a
continuing basis be financed or recovered primarily through user charges. Revenues and expenses
are recognized on the accrual basis of accounting; as such, revenues are recognized in the
accounting period in which they are earned and expenses are recognized in the period incurred.

The District distinguishes operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and the producing and delivering of
goods in connections with the District's principal ongoing operations. The principal operating
revenues of the District are charges to customers for water sales and sewer usage. Operating
expenses of the District include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting these definitions are reported
as non-operating revenues and expenses.

Cash and Investments

For the purpose of the statement of cash flows, the District considers all highly liquid investments
(including restricted assets) with a maturity period, at purchase, of three months or less to be cash
equivalents.

Restricted Assets

These assets consist of cash and other monetary assets restricted by outside parties for various
purposes.

Capital Assets

Capital assets, which include property, plant, and equipment, are valued at valued at cost. Capital
assets are defined by the District as assets with an initial individual cost of more than $5,000 and an
estimated useful life in excess of three years. Donated capital assets are valued at their estimated fair
value on the date donated. When an asset is disposed of, cost and related accumulated depreciation
are removed and any gain or loss arising from its disposal is credited or charged to operations.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Capital Assets (Continued)

Depreciation is recorded by using the straight-line method. The book value of each asset is reduced
by equal amounts over its estimated useful life as follows:

Estimated Useful

Life in Years
Buildings and Improvements 40 - 50
Furniture and Equipment 10-20
Infrastructure 40

F. Budgets and Budgetary Accounting

The District prepares an annual budget which includes estimates of its principal sources of revenue to
be received during the year, as well as estimated expenses and reserves for operation for District
facilities.

G. Net Position

Net position comprise the various net earnings from operating income, non-operating revenue and
expense, and capital contributions. Net position is classified in the following three components:

Net Investment in Capital Assets — This component of net position consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any bonds, mortgages, notes, or
other borrowings that are attributable to the acquisition, construction, or improvements of those
assets. Net investment in capital assets excludes unspent debt proceeds.

Restricted for Debt Service — This component of net position consists of amounts with constraints
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations
of other governments, or constraints imposed by law through constitutional provisions or enabling
legislation.

Unrestricted — This component of net position consists of net position that does not meet the
definition of restricted or net investment in capital assets.

H. Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent assets and liabilities, and the reported
amounts of revenues and expenses during the reported period. Actual results could differ from these
estimates.

I. Allowance for Doubtful Accounts

Accounts receivable consists primarily of amounts billed to customers for water and/or wastewater
services. Accounts receivables are reported at net realizable value, net of an allowance for doubtful
accounts.

The District evaluates the collectability of accounts receivable and records an allowance for doubtful
accounts to reflect amounts that are estimated to be uncollectible. In establishing the allowance,
management considers factors including historical collection experience, aging of receivables,
customer-specific circumstances, and other relevant information affecting the ability to collect
outstanding balances. Amounts are written off against the allowance when management determines
an account is uncollectible. Recoveries, if any, are recorded when received.

At June 30, 2025, accounts receivable were $70,293, less allowance for doubtful accounts of
$24,321, resulting in accounts receivable, net of $45,972.

12



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

J.  New Accounting Pronouncements — Implemented

The Governmental Accounting Standards Board (GASB) statements listed below were implemented
in the current financial statements:

GASB Statement No. 101 — Compensated Absences. The requirements of this statement are
effective for periods beginning after December 15, 2023, and all periods thereafter. There was no
effect on the District’'s accounting and financial reporting as a result of implementing this standard.

GASB Statement No. 102 — Certain Risk Disclosures. The requirements of this statement are
effective for fiscal years beginning after June 15, 2024, and all fiscal years thereafter. Management
evaluated concentrations and constraints as defined by GASB 102 and concluded there are no items
requiring disclosure.

K. Future GASB Statements

The GASB statements listed below will be implemented in future financial statements:

GASB Statement No. 103 — Financial Reporting Model Improvements. The requirements of this
statement are effective for fiscal years beginning after June 15, 2025, and all fiscal years thereafter.
The District will implement GASB Statement No. 103 when and where applicable.

GASB Statement No. 104 — Disclosure of Certain Capital Assets. The requirements of this statement
are effective for fiscal years beginning after June 15, 2025, and all fiscal years thereafter. The District
will implement GASB Statement No. 104 when and where applicable.

GASB Statement No. 105 — Subsequent Events. The requirements of this statement are effective for

fiscal years beginning after June 15, 2026, and all reporting periods thereafter. Earlier application is
encouraged. The District will implement GASB Statement No. 105 when and where applicable.

NOTE 2 — CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash held in financial institutions. For the year ended June 30,
2025, cash held in financial institutions was $100,063.

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 provisions 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 a depository regulated under state law (unless so waived by the District). 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.

None of the District's deposits with financial institutions in excess of FDIC limits were held in
uncollateralized amounts.
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NOTE 3 — CAPITAL ASSETS

A schedule of changes in capital assets, as well as depreciation, for the year ended June 30, 2025, is

shown below:

Water Operations

Balance

Balance

June 30, 2024 Additions Deletions Transfers June 30, 2025

Depreciable capital assets:
Buildings and improvements $ 1451576 § -3 -3 - $ 1,451,576
Furniture and equipment 24,066 - - - 24,066
Infrastructure 10,830 - - (10,830) -
Total depreciable capital assets 1,486,472 - - (10,830) 1,475,642
Less: accumulated depreciation 803,220 25,160 - - 828,380
Total depreciable capital assets, net $ 683252 § (25,160) $ - $ (10,830) $ 647,262

Sewer Operations Balance Balance

June 30, 2024 Additions Deletions Deletions June 30, 2025

Depreciable capital assets:
Buildings and improvements $ 1,070,234 $ - 8 - $ - § 1,070,234
Furniture and equipment 1,100 - - - 1,100
Infrastructure - - - 10,830 10,830
Total depreciable capital assets 1,071,334 - - 10,830 1,082,164
Less: accumulated depreciation 586,002 26,824 - - 612,826
Total depreciable capital assets, net $ 485,332 $ (26,824) $ - $ 10,830 $ 469,338

Combined Balance Balance

June 30, 2024 Additions Deletions Deletions June 30, 2025

Depreciable capital assets:
Buildings and improvements $ 2,521,810 § -3 -3 - $ 2,521,810
Furniture and equipment 25,166 - - - 25,166
Infrastructure 10,830 - - - 10,830
Total depreciable capital assets 2,557,806 - - - 2,557,806
Less: accumulated depreciation 1,389,222 51,984 - - 1,441,206
Total depreciable capital assets, net $ 1,168,584 $ (51,984) $ - $ - $ 1,116,600

Depreciation expense for the year ended June 30, 2025, was $51,984. During the year ended June 30,
2025, the District reclassified a previously capitalized manhole from the Water Fund to the Sewer Fund to
reflect the fund in which the asset is properly reported. The asset had been capitalized in the Water Fund
in fiscal year 2024 but was determined to relate to Sewer operations. This transfer represents a noncash
reclassification between funds and did not affect total District capital assets.
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NOTE 4 - LONG-TERM DEBT

Long-term debt of the District for the years ended June 30, 2025, are as follows:

Balance Balance Due Within

July 1, 2024 Additions Deletions June 30, 2025 One Year
Note Payable, USDA #1 - Water $ 365,000 $ - $ (5,000) $ 360,000 $ 10,000
Note Payable, USDA #2 - Water 106,260 - (3,416) 102,844 3,578
Note Payable, USDA #3 - Sewer 318,169 - (5,419) 312,750 5,548
Bonds Payable, USDA - Water 264,000 - (6,000) 258,000 6,000
Total $ 1,053,429 $ - $ (19,835) $ 1,033,594 $ 25,126

Note payable, USDA #1 was obtained to finance the purchase and installation of a new water storage
tank. Payments are due semi-annually in February (principal and interest) and August (interest only), with
the final payment due in February 2048. The interest rate on this obligation is 4.125 percent per annum.
The following is a summary of future debt service requirements as of June 30, 2025:

Year Ending June 30, Principal Interest Total
2026 $ 10,000 $ 14,850 $ 24,850
2027 10,000 14,438 24,438
2028 10,000 14,025 24,025
2029 10,000 13,613 23,613
2030 10,000 13,200 23,200
2031-2035 50,000 59,813 109,813
2036-2040 75,000 47,438 122,438
2041-2045 95,000 30,731 125,731
2046-2048 90,000 7,425 97,425

$ 360,000 $ 215,533 $ 575,533

Note payable, USDA #2 was obtained to finance the rehabilitation of the District's water system.
Payments are due annually in July, with the final payment in June 2044. The interest rate on this
obligation is 4.750 percent per annum. Future debt service requirements are as follows:

Year Ending June 30, Principal Interest Total

2026 $ 3,578 $ 4,969 $ 8,547

2027 3,748 4,799 8,547

2028 3,926 4,621 8,547

2029 4,113 4,434 8,547

2030 4,308 4,239 8,547
2031-2035 24,811 17,924 42,735
2036-2040 31,291 11,444 42,735
2041-2044 27,069 3,367 30,436

$ 102,844 $ 55,797 $ 158,641
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NOTE 4 - LONG-TERM DEBT (Continued)

Note payable, USDA #3 was obtained to finance the rehabilitation of the District's sewer system.
Payments are due annually in August, with the final payment in 2060. The interest rate on this obligation
is 2.375 percent per annum. Future debt service requirements are as follows:

Year Ending June 30, Principal Interest Total
2026 $ 5,548 $ 7,365 $ 12,913
2027 5,679 7,234 12,913
2028 5,814 7,099 12,913
2029 5,952 6,961 12,913
2030 6,094 6,819 12,913
2031-2035 32,710 31,855 64,565
2036-2040 36,783 27,782 64,565
2041-2045 41,364 23,201 64,565
2046-2050 46,515 18,050 64,565
2051-2055 52,307 12,258 64,565
2056-2060 58,827 5,744 64,571

2061 15,157 297 15,454

$ 312,750 $ 154,665 $ 467,415

Bonds payable, USDA, represents permanent financing for a water line replacement project. Total
financing will be provided by a United States Department of Agriculture (USDA) Rural Utilities Service
Loan ($299,000) and a USDA Rural Utilities Grant ($216,000). Repayment terms are approximately
$11,500 in annual payments, including interest at the rate of 2.250 percent per annum. The bonds mature
May 1, 2058. Future debt service requirements are as follows:

Year Ending June 30, Principal Interest Total
2026 $ 6,000 $ 5,805 $ 11,805
2027 6,000 5,670 11,670
2028 6,000 5,535 11,535
2029 6,000 5,400 11,400
2030 6,000 5,265 11,265

2031-2035 31,000 24,300 55,300
2036-2040 36,000 20,588 56,588
2041-2045 41,000 16,313 57,313
2046-2050 47,000 11,453 58,453
2051-2055 51,000 5,963 56,963
2056-2058 22,000 743 22,743

$ 258,000 $ 107,035 $ 365,035

NOTE 5 - RESTRICTED NET POSITION

Net position as of June 30, 2025, has been restricted for debt service in the amount of $85,359. A like
amount of cash has been set aside as restricted assets.

NOTE 6 - SUBSEQUENT EVENTS

The District has evaluated subsequent events through January 22, 2026, the date on which the financial
statements were available to be issued. Based on this evaluation, there were no subsequent events that
require recognition or disclosure in the accompanying financial statements.
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BROWN
ARMSTRONG www.ba.cpa

CERTIFIED PUBLIC ACCOUNTANTS 661-324-4971

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Golden Valley Municipal Water District
Gorman, California

We have audited, in accordance with the 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, the financial statements of Golden Valley
Municipal Water District (the District), as of and for the year ended June 30, 2025, and the related notes
to the financial statements, which collectively comprise the District’s basic financial statements and have
issued our report thereon dated January 22, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. We identified a certain deficiency in internal control, described in the
accompanying schedule of findings and recommendations as item 2025-01, that we consider to be a
material weakness.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the financial statements. However, providing an opinion on compliance with those provisions was not an
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objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed an instance of noncompliance or other matters that are required to be reported under
Government Auditing Standards, described in the accompanying schedule of findings and
recommendations as item 2025-01.

District’s Response to Finding

Government Auditing Standards requires the auditor to perform limited procedures on the District's
response to the findings identified in our audit and described in the accompanying schedule of findings
and recommendations. The District's response was not subjected to the other auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on the response.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the District’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the District’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

6’80“/77 %fmﬂ#lm?/

Bakersfield, California
January 22, 2026
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GOLDEN VALLEY MUNICIPAL WATER DISTRICT
SCHEDULE OF FINDINGS AND RECOMMENDATIONS
FOR THE YEAR ENDED JUNE 30, 2025

2025-01 — Lack of Closing Procedures

Condition: Several accounts and balances of Golden Valley Municipal Water District's (the District)
general ledger were not properly reconciled, reviewed, and analyzed during the year. Certain accounts
contained errors that would have been identified if an in-depth review of analysis of the accounts had
been done on a regular basis. Management relies on the external auditor to assist in preparing the
financial statements. Adjusting journal entries were necessary for the following:

To adjust beginning net position to agree prior year audited financial statements.
To reduce debt by principal payments made.

To adjust prepaid expenses and related expenses to actual amounts.

To adjust depreciation expense and related asset accounts to actual amounts.
To reclass write off of invoices for invoices that were forgiven.

Criteria: Management is responsible for designing, implementing, establishing, and maintaining effective
internal controls relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Effect: Failure to appropriately post adjusting and closing entries can lead to potential misstatements in
the District’s financial records.

Cause: The size of the District’'s accounting and administrative staff, and lack of accounting policies and
procedures, precludes the District from performing the necessary adjusting and closing entries.

Recommendation: We recommend the District implement formal accounting policies and procedures for
year-end closing procedures to ensure proper recording of receivables, payables, prepaid expenses, and
beginning net position.

Management’s Response:

The District agrees with the auditor's recommendations and will implement policies and procedures to
ensure all adjustments are made at the close of each accounting period.
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GOLDEN VALLEY MUNICIPAL WATER DISTRICT
STATUS OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2025

2024-01 — Lack of Closing Procedures

Condition: Several accounts and balances of Golden Valley Municipal Water District's (the District)
general ledger were not properly reconciled, reviewed, and analyzed during the year. Certain accounts
contained errors that would have been identified if an in-depth review of analysis of the accounts had
been done on a regular basis. Management relies on the external auditor to assist in preparing the
financial statements. Adjusting journal entries were necessary for the following:

To adjust beginning net position to agree prior year audited financial statements.
To reduce debt by principal payments made.

To adjust prepaid expenses and related expenses to actual amounts.

To remove pending transfers that were not actual reconciling items from cash.
To book depreciation expense to actual.

To depreciate a manhole that exceeds the capitalization threshold

Criteria: Management is responsible for designing, implementing, establishing, and maintaining effective
internal controls relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Effect: Failure to appropriately post adjusting and closing entries can lead to potential misstatements in
the District’s financial records.

Cause: The size of the District's accounting and administrative staff, and lack of accounting policies and
procedures, precludes the District from performing the necessary adjusting and closing entries.

Recommendation: We recommend the District implement formal accounting policies and procedures for
year-end closing procedures to ensure proper recording of receivables, payables, prepaid expenses, and
beginning net position.

Management’s Response: The District agrees with the auditor's recommendations and will implement
policies and procedures to ensure all adjustments are made at the close of each accounting period.

Current Year Status: See Finding 2025-01.
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