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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Bottle Bay Recreational Water and Sewer District
Sagle, ldaho

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the business-type activities of Bottle Bay
Recreational Water and Sewer District, as of and for the year ended November 30, 2022, 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
respective financial position of the business-type activities of Bottle Bay Recreational Water and Sewer
District, as of November 30, 2022, and the respective changes in financial position, and cash flows
thereof for the year then ended in conformity 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 Bottle Bay Recreational Water and Sewer 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 opinion.

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; this includes
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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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
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
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 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:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o 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.

o 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

Management has omitted the Management’s Discussion and Analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial statements.
Such missing information, 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 financial
statements in an appropriate operational, economic, or historical context. Our opinion on the basic financial
statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 12, 2023, on
our consideration of the District’s internal control over financial reporting and on our test of its compliance with
certain provisions, 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 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.

Scott P. Hoover, CPA

Scott P. Hoover, CPA, PLLC
Liberty Lake, WA

October 12, 2023
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Bottle Bay Recreational Water and Sewer District

STATEMENT OF NET POSITION
November 30, 2022

ASSETS
Current assets:
Cash and cash equivalents $ 252,535
Restricted cash and cash equivalents - debt service 97,208
Customer accounts receivable 26,593
Property taxes receivable 33,796
Prepaid expenses 2,077
Total current assets 412,209

Noncurrent assets:

Land 330,096
Capital asset, net 2,761,448
Total noncurrent assets 3,091,544
Total assets 3,503,753
LIABILITIES
Current liabilities:
Accounts payable 14,925
Accrued interest 4,618
Unearned revenue 48,526
Inspection deposits 17,000
Long-term debt, due within one year 59,161
Total current liabilities 144,230

Noncurrent liabilities:

Long-term debt, due after one year 1,692,592
Total noncurrent liabilities 1,692,592
Total liabilities 1,836,822
NET POSITION
Net investment in capital assets 1,339,791
Restricted for debt service 97,208
Unrestricted 229,932
Total net position $ 1,666,931

The accompanying "Notes to Financial Statements"
are an integral part of this statement.



Bottle Bay Recreational Water and Sewer District

STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN NET POSITION
For the Year Ended November 30, 2022

Operating revenues:
Sewer service revenue
Total operating revenues

Operating expenses:
Administrative expenses
Contract services
Depreciation
Insurance
Legal and accounting
Repairs and maintenance
Utilities
Operating chemicals
Testing
Vehicle expense

Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses):
Property taxes
Interest income
Interest expense
Total nonoperating revenues (expenses)

Change in net position

Net position - beginning of year

Net position - end of year

The accompanying "Notes to Financial Statements"
are an integral part of this statement.

$

248,020

248,020

9,957
78,000
99,915
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17,153
67,044

5,525

3,669

4,937

3,013

289,613

(41,593)

34,830
2,144
(33,604)

3,370

(38,223)

1,705,154

$

1,666,931




Bottle Bay Recreational Water and Sewer District

STATEMENT OF CASH FLOWS
For the Year Ended November 30, 2022

CASH FLOWS FROM OPERATING ACTIVITIES:

Receipts from customers $ 250,638
Payments to suppliers and contractors (189,044)
Net cash provided by operating activities 61,594

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Property taxes 34,830

Net cash provided by noncapital financing activities 34,830

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Principal payments on long-term debt (57,780)
Interest payments on long-term debt (33,604)
Net cash used by capital and related financing activities (91,384)

CASH FLOWS FROM INVESTING ACTIVITIES:

Interest on savings and investments 2,144
Net cash provided by investing activities 2,144

Net increase in cash and cash equivalents 7,184
Cash and cash equivalents - beginning of year 342,559
Cash and cash equivalents - end of year $ 349,743

Reconciliation of operating income (loss) to net cash
provided by operating activities:

Operating income (loss) $ (41,593)

Adjustments to reconcile operating income (loss) to net cash provided
by operating activities:

Depreciation expense 99,915
Decrease (increase) in trade accounts receivable 2,618
Decrease (increase) in property taxes receivable (498)
Decrease (increase) in prepaid expenses (2,077)
Increase (decrease) in accounts payable 3,229
Increase (decrease) in inspection deposits (2,000)
Increase (decrease) in deferred revenue 2,000

Total adjustments 103,187

Net cash provided by operating activities $ 61,594

The accompanying "Notes to Financial Statements"
are an integral part of this statement.



NOTE 1:

Bottle Bay Recreational Water and Sewer District

NOTES TO THE FINANCIAL STATEMENTS
November 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The Bottle Bay Recreational Water and Sewer District (the “District”) was created for the purpose
of constructing, installing, and operating a public wastewater treatment system to provide sewer
service to the territory encompassed within the District’'s boundaries. The District operates under
a board of directors form of government. The District’s financial statements include all accounts of
the District's operations. The District meets the criteria established by the Governmental
Accounting Standards Board (GASB) to be considered a primary governmental entity for financial
reporting purposes. Component units are legally separate organizations that are financially
accountable to the primary government. The District has no component units, and is not a
component unit of any other governmental unit based on the criteria established by the GASB.

The accounting methods and procedures adopted by the District conform to generally accepted
accounting principles as applied to special-purpose governments engaged only in business-type
activities. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The most
significant of the District’'s accounting policies are described in the following notes.

B. Basis of Presentation and Accounting

Financial Statement Presentation — In June 1999 the GASB issued Statement No. 34 Basic
Financial Statements and Management’s Discussion and Analysis for State and Local
Governments. The financial statement presentation required by GASB 34 provides
comprehensive, entity-wide perspective of the entity’s assets, liabilities, net position, revenues,
expenses, changes in net position, and cash flows, and replaces the fund-group perspective
previously required.

Basis of Accounting — For financial statement purposes, the District is considered a special-
purpose government engaged only in business-type activities. Accordingly, the District’s financial
statements have been presented using the economic resources measurement focus and the full-
accrual basis of accounting. Under the accrual basis, revenues are recognized when earned, and
expenses are recorded when an obligation has been incurred.

C. Net Position

Net position comprises the various net earnings from operating income, non-operating revenues
and expenses, and capital contributions. The District’'s net position is classified in the following
three components:

Net Investment in Capital Assets — This represents the District’s total investment in capital
assets, net of outstanding debt obligations related to those capital assets, to the extent debt
has been incurred but not yet expended for capital assets.

Restricted Net Position — This consists of 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.



NOTE 1:

Bottle Bay Recreational Water and Sewer District

NOTES TO THE FINANCIAL STATEMENTS
November 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Net Position (Concluded)

Unrestricted Net Position — Unrestricted net position consists of amounts that do not meet the
definition of “net investment in capital assets” or “restricted net position” as defined above.
These resources are used for transactions related to the general operations of the District,
and may be used at the discretion of the governing board to meet current expenses for any
purpose.

D. Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly-liquid investments
(including restricted cash and cash equivalents) with maturities of three months or less when
purchased to be cash equivalents. The District considers its investment in the Idaho Local
Government Investment Pool (‘LGIP”) to be a cash equivalent because these funds are readily
convertible to known amounts of cash at any time. Balances in checking accounts and the LGIP
are stated at fair value.

E. Accounts Receivable

Accounts receivable consist of amounts due from customers for sewer service and amounts due
from the County for property taxes receivable. Because delinquent sewer bills can be turned over
to the County Treasurer for collection with property taxes, the Districts management has
determined that an allowance for uncollectible accounts is not necessary.

F. Capital Assets

Capital assets, which include property, plant, and equipment, with an original cost of $1,000 or
more are capitalized at historical cost or estimated historical cost when historical cost is not
available. Donated assets are recorded as capital assets at their estimated fair market value at
the date of donation. Expenditures for routine repairs and maintenance are charged to operating
expense in the period in which the expense was incurred. Replacements that improve or extend
the useful life of capital assets are capitalized.

Depreciation for capital assets is calculated using the straight-line method over the estimated
useful lives of the underlying assets. The estimated useful lives are as follows:

Buildings and infrastructure 20-40 Years
Machinery and equipment 5-20 Years

G. Operating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with the District’'s principal ongoing operations. The principal
operating revenues of the District are charges to customers for sewer services. Operating
expenses for the district include the cost of sewer services, general and administrative expenses,
and depreciation of capital assets. All revenues and expenses not meeting these definitions are
reported as nonoperating revenues and expenses.

-7-



NOTE 1:

NOTE 2:

Bottle Bay Recreational Water and Sewer District

NOTES TO THE FINANCIAL STATEMENTS
November 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded)
H. Income Taxes

The District is a political subdivision of the State of Idaho and is therefore not subject to taxation of
its earnings.

I. Estimates

Management uses estimates and assumptions in preparing the financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities, and the reported revenues and expenditures.

CASH AND CASH EQUIVALENTS
General:

State statutes authorize the District's investments and deposits. Per Idaho Code, the District is
authorized to invest in demand deposits, savings accounts, U.S. Government obligations and its
agencies, obligations of the State of Idaho and its agencies, fully collateralized repurchase
agreements, prime domestic commercial paper, prime domestic bankers acceptances, bonds,
debentures or notes of any corporation organized, controlled and operating within the U.S. which
have at their purchase an “A” rating or higher, government pool and money market funds
consisting of any of these securities listed. No violations of these categories have occurred during
the year.

Custodial Credit Risk:

Custodial credit risk is the risk that in the event of a failure of a financial institution, the District’s
deposits and investments may not be returned to it. The District does not have a deposit policy for
custodial credit risk. The carrying amount of the District's deposits and investments is $349,743
and the bank balance is $350,552. At November 30, 2022, the District’'s deposits were exposed to
custodial credit risk as follows:

Deposits without exposure to custodial credit risk:

Amounts insured by the FDIC $ 107,145
Total deposits without exposure to custodial credit risk 107,145

Deposits with exposure to custodial credit risk:

Amounts collateralized with securities held in trust, but not in the District's name 243,407
Total deposits with exposure to custodial credit risk 243,407
Total deposits $ 350,552



Bottle Bay Recreational Water and Sewer District

NOTES TO THE FINANCIAL STATEMENTS
November 30, 2022

NOTE 2: CASH AND CASH EQUIVALENTS (Concluded)

Cash and cash equivalents at November 30, 2022 are classified in the
accompanying statement of net position as follows:

Cash and cash equivalents $ 252,535
Restricted cash and cash equivalents - debt service 97,208
Total 349,743

Cash and cash equivalents at November 30, 2022 consist of the following:

Deposits with financial institutions 106,336
Idaho State Investment Pool 243,407
Total $ 349,743

Credit Risk:

The Idaho State Investment Pool does not have an established credit rating, but invests in entities
with a minimum credit rating of “A” as stipulated by Idaho Code. The District does not have a
formal policy for credit risk. Financial information on the investment pool can be obtained by
contacting the Idaho State Treasurer.

Fair Value:

The District’'s investments in 2a-7-like pools are valued based upon the value of pool shares. The
District invests in one 2a-7-like pool, the Idaho State Investment Pool. The advisory board of the
Idaho State Investment Pool is composed of members appointed pursuant to the requirements of
the Public Funds Investment Act. The State Investment Pool is duly chartered and administered
by the State Treasurer’s office and consists of US Treasury bills and notes, collateralized
certificates of deposit and repurchase agreements.

The balances that the District has in the State Investment Pool are carried at cost which
approximates their fair market value. The District’s portion of the State Investment Pool had an
unrealized loss of $414 as of November 30, 2022. Since the difference between the fair market
value and cost is immaterial, the unrealized loss has not been recorded.

The District considers funds held in the State Investment Pool to be cash equivalents, as the
average maturity of the underlying securities is less than 90 days, and the District can liquidate the
account at any time.



NOTE 3:

NOTE 4:

Bottle Bay Recreational Water and Sewer District

NOTES TO THE FINANCIAL STATEMENTS
November 30, 2022

RECEIVABLES

Accounts receivable at November 30, 2022 consist of the following components:

Sewer fees receivable $ 26,593
Unearned property taxes (next fiscal year) receivable 32,889
Delinquent property taxes receivable 907

Total $ 60,389

Sewer accounts receivable represent amounts owed to the District from billings to customers for
sewer services. In addition to the above sewer accounts receivable, customer payments for
sewer service received in advance totaled $15,637 at November 30, 2022, and are included in
unearned revenues in the liability section of the accompanying statement of net position.
Customer prepayments are removed from unearned revenue and applied to the customers’
account during the period the sewer service revenues are earned by the District.

Unearned property taxes receivable consist of property taxes levied for collection in the next fiscal
year. These amounts have been offset by unearned revenue in the financial statements.

Delinquent property taxes receivable consist of property taxes levied for the current and prior
fiscal years which have yet to be collected.

CAPITAL ASSETS

The following schedule represents the detail of changes in capital asset balances for the fiscal
year ending November 30, 2022:

Beginning Ending
Balance Additions Deletions Balance
Capital assets, not being depreciated:
Land $ 330,096 $ - $ - $ 330,096
Total capital assets not being depreciated 330,096 - - 330,096
Capital assets, being depreciated:
Buildings and infrastructure 3,852,072 - - 3,852,072
Machinery and equipment 38,120 - - 38,120
Total capital assets being depreciated 3,890,192 - - 3,890,192
Less accumulated depreciation for:
Buildings and infrastructure 1,023,491 96,492 - 1,119,983
Machinery and equipment 5,338 3,423 - 8,761
Total accumulated depreciation 1,028,829 99,915 - 1,128,744
Capital assets, being depreciated, net 2,861,363 (99,915) - 2,761,448
Business-type activities capital assets, net $ 3,191,459 $ (99915) $ - $ 3,091,544
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NOTE 5:

Bottle Bay Recreational Water and Sewer District

NOTES TO THE FINANCIAL STATEMENTS
November 30, 2022

LONG-TERM DEBT

Note Payable — White Living Trust:

During 2013, the District entered into an operating lease agreement for the rental of undeveloped
land, which the District intended to use for expansion of the land application and to upgrade the
collection system. The lease terms required annual payments of $18,000 for the first two years of
the lease, with an option to purchase the land at any time during the term of the lease. In May
2015, the District issued at $324,000, zero-interest note payable to the White Living Trust for the
acquisition of the previously-leased land, which requires monthly payments of $1,500 through July
2033.

The District recorded the land and note payable at their net present value, using an imputed
interest rate of 3.0% per annum, which resulted in a discount on the note payable totaling
$73,885. During fiscal year ended November 30, 2022, amortization of the discount was $5,133,
which is included in interest expense in the accompanying financial statements.

Note Payable — IDEQ:

In December 2014, the District entered into a loan agreement with the Idaho Department of
Environmental Quality (IDEQ) to finance the design and construction of an update and expansion
of the wastewater treatment system. Under the terms of this agreement, the District was entitled
to be reimbursed for qualifying expenditures, including the note payable to acquire the land, up to
$2.5 million. However, the District elected not to include the White Living Trust note payable to
acquire the land. Upon completion of the project during 2020, the District issued a promissory
note in the amount of $1,709,658, payable to the IDEQ, including interest at 1.75% and maturing
in January 2050.

Repayment of the note payable to IDEQ will be funded through a portion of monthly sewer service
charges. In addition, prior to finalizing the promissory note with IDEQ, the District offered property
owners the option to prepay their estimated share of the note principle, at $5,570 per each
equivalent residential unit (ERU) hookups, in exchange for a reduction of their monthly sewer
service of $20.

In addition, under the terms of this note, the District is required to establish and maintain a reserve
fund equal to one year’s payment of principal, fees, and interest. The District had up to ten years
to establish this debt reserve fund and had to set aside 10% of one year's payment into the
reserve fund each year until it was fully funded. This reserve requirement became effective upon
completion of the project and issuance of the promissory note. The District has established and
funded the entire reserve amount that is equal to more than one year’s payment of principal, fees,
and interest. This debt reserve fund is reflected in the accompanying statement of net position
and is presented as “restricted cash and cash equivalents — debt service.”

-11 -



Bottle Bay Recreational Water and Sewer District

NOTES TO THE FINANCIAL STATEMENTS
November 30, 2022

NOTE 5: LONG-TERM DEBT (Continued)
A summary of the notes payable as of November 30, 2022 are as follows:

Note payable to White Living Trust, due in monthly installments
of $1,500, net of an imputed interest rate of 3.0%, maturing in
July 2033. $ 164,136

Note payable to IDEQ, due in quarterly installments of $18,346, including

interest at 1.75% per annum, maturing in January 2050. 1,587,617
1,751,753

Less: amounts due within one year (59,161)
Amounts due after one year $ 1,692,592

The annual combined debt service requirements on the notes payable are as follows:

Year Ending November 30, Principal Interest Total
2023 $ 59,161 $ 32,223 $ 91,384
2024 60,300 31,084 91,384
2025 61,610 29,774 91,384
2026 62,876 28,508 91,384

2027 - 2031 334,288 122,630 456,918
2032 - 2036 307,322 89,596 396,918
2037 - 2041 303,536 63,382 366,918
2042 - 2046 331,242 35,676 366,918
2047 - 2050 231,418 7,145 238,563

$ 1,751,753 $ 440,018 $ 2,191,771

A summary of changes in long-term obligations for the District for the fiscal year ended November
30, 2022 is as follows:

Balance Balance Due
November 30, November 30, Within
2021 Additions Repayments 2022 One Year
White Living Trust Note $ 177,003 $ - $ (12,867) $ 164,136 $ 13,258
IDEQ Note 1,632,530 - (44,913) 1,587,617 45,903
Total $ 1,809,533 $ - $ (57,780) $ 1,751,753 $ 59,161

-12 -



NOTE 6:

Bottle Bay Recreational Water and Sewer District

NOTES TO THE FINANCIAL STATEMENTS
November 30, 2022

CONTINGENCIES

Environmental Liabilities

The District is required to comply with the provisions of permits and regulations issued by the U.S.
Environmental Protection Agency and the Idaho Department of Environmental Quality. If the
District fails to meet the requirements of the permits and regulations, it could be subject to fines or
other censures. If the District determines that it is probable that a liability has been incurred and
the amount can be reasonably estimated, the District will record a liability in the statement of net
position. At November 30, 2022, the District's management is of the opinion that no liability for
environmental matters is necessary.

-13-



Financial Section

Report Required by the GAO



/F)HOOVER

Public Accountant | Busine

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

Independent Auditor’s Report

To the Board of Directors
Bottle Bay Recreational Water and Sewer District
Sagle, ldaho

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 the business-type activities of
Bottle Bay Recreational Water and Sewer District (the “District”), as of and for the year ended November 30,
2022, and the related notes to the financial statements, which collectively comprise the District’'s basic
financial statements and have issued our report thereon dated October 12, 2023.

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. Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. We identified certain deficiencies in internal control, described in the
accompanying schedule of findings and responses as Finding 2022-01 that we consider to be a significant
deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
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
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of nhoncompliance or other matters that are required to be reported under
Government Auditing Standards.

-14 -



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS (CONCLUDED)

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 entity’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 entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Scott P. Hoover, CPA

Scott P. Hoover, CPA, PLLC
Liberty Lake, WA

October 12, 2023
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Bottle Bay Recreational Water and Sewer District
Schedule of Findings and Responses
Year Ended November 30, 2022

Finding 2022-01:

Lack of Segregation of Duties
Criteria:

An accounting system that provides adequate internal controls would be designed so that no one individual is
involved with a transaction from its beginning to its ending.

Condition:

The size of the District’s accounting and administrative staff precludes certain internal controls that would be
preferred if the office staff (internal or outsourced) were large enough to provide optimum segregation of
duties within the accounting function.

Effect:

This situation dictates that the Board remain involved in the financial affairs of the District to provide oversight
and independent review functions.

Cause:
The District does not have enough staff to adequately segregate all accounting functions.

Recommendation:

Our recommendation is to perhaps increase the staff size of the District to allow for adequate segregation of
duties or involve a board member in some aspects of the financial reporting process.

Views of Responsible Officials:

While the Board acknowledges the importance of segregation of duties, given the small size of the District, it
is not feasible to increase the size of the office staff as the cost to do so outweighs the benefits. The Board
has implemented approval and review internal controls over the financial aspects of the District including
approval of expenditures and Board oversight and review of all banking transactions. The Board will review
bank statements and reconciliations, monitor budget vs. actual, monitor accounts receivable status of
customers, and all expenditures previously approved by the Board are reviewed at the board meeting.
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Bottle Bay Recreational Water & Sewer Dutrict
8680 Bottle Bay R
Sagle, ldalho- 83860

October 12, 2023

Scott Hoover, CPA
212 W. Ironwood Dr., #434
Coeur d’Alene, ID 83814

This representation letter is provided in connection with your audit of the financial statements of Bottle
Bay Recreational Water and Sewer District, which comprise the respective financial position of the
business-type activities of the District as of November 30, 2022, and the respective changes in financial
position and, where applicable, cash flows for the year then ended, and the related notes to the financial
statements, for the purpose of expressing an opinion as to whether the financial statements are
presented fairly, in all material respects, in accordance with accounting principles generally accepted in
the United States of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. ltems are
considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement. An omission or misstatement that is monetarily small in amount could be considered
material as a result of qualitative factors.

We confirm, to the best of our knowledge and belief, as of October 12, 2023, the following
representations made to you during your audit.

Financial Statements

1) We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated
March 27, 2023, including our responsibility for the preparation and fair presentation of the financial
statements in accordance with U.S. GAAP.

2) The financial statements referred to above are fairly presented in conformity with U.S. GAAP and
include all properly classified funds and other financial information of the primary government and all
component units required by generally accepted accounting principles to be included in the financial
reporting entity.

3) We acknowledge our responsibility 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.

4) We acknowledge our responsibility for the design, implementation, and maintenance of internal
control to prevent and detect fraud.

5) Significant assumptions we used in making accounting estimates are reasonable.

6) There are no related party relationships and transactions, including revenues, expenditures/expenses,
loans, transfers, leasing arrangements, and guarantees, and amounts receivable from or payable to
related parties that would need to be disclosed in the financial statements in accordance with U.S.
GAAP.



7) Adjustments or disclosures have been made for all events, including instances of noncompliance,
subsequent to the date of the financial statements that would require adjustment to or disclosure in
the financial statements.

8) We are not aware of any pending or threatened litigation, claims, or assessments or unasserted
claims or assessments that are required to be accrued or disclosed in the financial statements, and
we have not consulted a lawyer concerning litigation, claims, or assessments.

9) Guarantees, whether written or oral, under which the District is contingently liable, if any, have been
properly recorded or disclosed.

Information Provided
10) We have provided you with:

a) Access to all information, of which we are aware, that is relevant to the preparation and fair
presentation of the financial statements, such as records, documentation, and other matters.

b) Additional information that you have requested from us for the purpose of the audit.

c) Unrestricted access to persons within the District from whom you determined it necessary to
obtain audit evidence.

d) Minutes of the meetings of the District or summaries of actions of recent meetings for which
minutes have not yet been prepared.

11) All material transactions have been recorded in the accounting records and are reflected in the
financial statements and the schedule of expenditures of federal awards.

12) We have disclosed to you the results of our assessment of the risk that the financial statements may
be materially misstated as a result of fraud.

13) We have no knowledge of any fraud or suspected fraud that affects the District and involves
o Management,
o Employees who have significant roles in internal control, or
o Others where the fraud could have a material effect on the financial statements.

14) We have no knowledge of any allegations of fraud or suspected fraud affecting the District’s financial
statements communicated by employees, former employees, regulators, or others.

15) We have no knowledge of instances of noncompliance or suspected noncompliance with provisions
of laws, regulations, contracts, or grant agreements, or abuse, whose effects should be considered
when preparing financial statements.

16) We have disclosed to you the identity of the District’'s related parties and all the related party
relationships and transactions, if any, of which we are aware.

Government—specific

17) There have been no communications from regulatory agencies concerning noncompliance with, or
deficiencies in, financial reporting practices.

18) We have identified to you any previous audits, attestation engagements, and other studies related to
the audit objectives and whether related recommendations have been implemented.

19) The District has no plans or intentions that may materially affect the carrying value or classification of
assets, liabilities, or equity.



20) We are responsible for compliance with the laws, regulations, and provisions of contracts and grant
agreements applicable to us, including tax or debt limits and debt contracts, and legal and contractual
provisions for reporting specific activities in separate funds.

21) There are no violations or possible violations of budget ordinances, laws and regulations (including
those pertaining to adopting, approving, and amending budgets), provisions of contracts and grant
agreements, tax or debt limits, and any related debt covenants whose effects should be considered
for disclosure in the financial statements, or as a basis for recording a loss contingency, or for
reporting on noncompliance.

22) As part of your audit, you assisted with preparation of the financial statements and related notes, as
well as calculating depreciation expense. We acknowledge our responsibility as it relates to those
non-audit services, including that we assume all management responsibilities; oversee the services
by designating an individual, preferably within senior management, who possesses suitable skill,
knowledge, or experience; evaluate the adequacy and results of the services performed; and accept
responsibility for the results of the services. We have reviewed, approved, and accepted responsibility
for those financial statements and related notes.

23) The District has satisfactory title to all owned assets, and there are no liens or encumbrances on such
assets nor has any asset been pledged as collateral.

24) The District has complied with all aspects of contractual agreements that would have a material effect
on the financial statements in the event of noncompliance.

25) The financial statements properly classify all funds and activities in accordance with
GASB Statement No. 34 .

26) All funds that meet the quantitative criteria in GASBS Nos. 34 and 37 for presentation as major are
identified and presented as such and all other funds that are presented as major are particularly
important to financial statement users.

27) Components of net position (net investment in capital assets; restricted; and unrestricted) are
properly classified and.

28) Expenses have been appropriately classified in or allocated to functions and programs in the
statement of activities, and allocations have been made on a reasonable basis.

29) We have appropriately disclosed the District's policy regarding whether to first apply restricted or
unrestricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position is available and have determined that net position is properly recognized
under the policy.

30) We are following our established accounting policy regarding which resources (that is, restricted,
committed, assigned, or unassigned) are considered to be spent first for expenditures for which more
than one resource classification is available. That policy determines the fund balance classifications
for financial reporting purposes.

Signature:

Title:
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