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INDEPENDENT AUDITOR’S REPORT 

 

 

To the Honorable Mayor and Members of the City Council 

   of the City of Holtville 

Holtville, California 

 

Opinions 

We have audited the accompanying modified cash basis financial statements of the governmental activities, the 

business-type activities, each major fund, and aggregate remaining fund information of the City of Holtville (City), 

California, as of and for the fiscal year ended June 30, 2022, and the related notes to the financial statements, which 

collectively comprise the City’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 

modified cash basis financial position of the governmental activities, the business-type activities, each major fund, 

and the aggregate remaining fund information of the City, as of June 30, 2022, and the respective changes in 

modified cash basis financial position, and where applicable, cash flows thereof for the fiscal year then ended in 

accordance with the modified cash basis of accounting described in Note 1. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America 

and those 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 City, 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. 

Emphasis of Matter—Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The financial 

statements are prepared on the modified cash basis of accounting, which is a basis of accounting other than 

accounting principles generally accepted in the United States of America. Our opinions are not modified with 

respect to this matter. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 

the modified cash basis of accounting described in Note 1, and for determining that the modified cash basis of 

accounting is an acceptable basis for the preparation of the financial statements in the circumstances. Management 

is also responsible 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.  

 



2 
 

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 City’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. 

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 opinions. 

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: 

 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. 

 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 City's internal control. Accordingly, no such opinion is expressed. 

 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. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise 

substantial doubt about the City'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. 

Financial Condition 

 

The reader’s attention should be brought to Note 15, referring to the City’s financial condition as of June 30, 2022. 

 

Required Supplementary Information 

 

Management has omitted the Management’s Discussion and Analysis and the budgetary comparison schedules for 

the Community Development Block Grant Special Revenue Fund and the Home Grant Special Revenue Fund that 

accounting principles generally accepted in the United States of America requires 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 basic financial statements in an appropriate operational, economic, or historical context.  

Our opinion on the basic financial statements is not affected by this missing information.  Budgets were not adopted 

for the Community Development Block Grant Special Revenue Fund or the Home Grant Special Revenue Fund.  

 

Accounting principles generally accepted in the United States of America require that the Budgetary Comparison 

Schedules of the General Fund on pages 47 and 48, Local Transit Authority Special Revenue Fund on page 49, and 

Local Transportation Special Revenue Fund on page 50 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, 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.  
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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. 

Supplementary Information  

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 

the City’s basic financial statements. The combining and individual nonmajor fund financial statements and 

budgetary comparison schedules are presented for purposes of additional analysis and are not a required part of the 

basic financial statements. Such information is the responsibility of management and was derived from and relates 

directly to the underlying accounting and other records used to prepare the basic financial statements. The 

information has been subjected to the auditing procedures applied in the audit of the basic financial statements and 

certain additional procedures, including comparing and reconciling such information directly to the underlying 

accounting and other records used to prepare the basic financial statements or to the basic financial statements 

themselves, and other additional procedures in accordance with auditing standards generally accepted in the United 

States of America. In our opinion, the combining and individual nonmajor fund financial statements and budgetary 

comparison schedules are fairly stated, in all material respects, in relation to the basic financial statements as a 

whole.  

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated March 20, 2023, on our 

consideration of the City’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 City’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 City’s interna control over financial reporting and compliance. 

 
 

MOSS, LEVY & HARTZHEIM, LLP 

Culver City, California 

March 20, 2023 
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ARISING FROM CASH TRANSACTIONS

Governmental Business-type

Activities Activities Total

Assets:

Cash and investments 7,097,451$        3,199,285$        10,296,736$      

Restricted cash and investments                       324,759             324,759             

Internal balances 425,008             (425,008)                                      

Loans receivable, net of allowance 2,207,612          2,207,612          

Total Assets 9,730,071          3,099,036          12,829,107        

Liabilities:

Noncurrent liabilities:

Due within one year 53,516               345,368             398,884             

Due in more than one year 45,218               9,511,379          9,556,597          

Total Liabilities 98,734               9,856,747          9,955,481          

Net Position:

Restricted for:

Debt service                           238,578             238,578             

Low and moderate income housing 3,143,462          3,143,462          

Transportation 1,767,731          1,767,731          

Streets and roads 747,575             

Equipment reserves 86,180               86,180               

Unrestricted 3,972,569          (7,082,469)         (3,109,900)         

Total Net Position (Deficit) 9,631,337$        (6,757,711)$       2,873,626$        

                          

CITY OF HOLTVILLE

STATEMENT OF NET POSITION

JUNE 30, 2022

See accompanying notes to basic financial statements
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ARISING FROM CASH TRANSACTIONS

Operating Capital

Charges for Contributions Contributions

Expenses Services and Grants and Grants

Primary Government:

Governmental Activities:

General government 1,232,950$     16,143$         791,941$          -$                  

Public safety 1,807,705       6,485             798,636            

Public works 890,592          32,079           487,765            570,048            

Community development 319                 15,301                                                             

Total Governmental Activities 3,931,566       70,008           2,078,342         570,048            

Business-type Activities:

Water 4,696,987       1,571,149      2,248,611         

Sewer 1,008,995       1,527,874      

Solid waste 311,260          333,582         

Total Business-type Activities 6,017,242       3,432,605      2,248,611         

Total Primary Government 9,948,808$     3,502,613$    2,078,342$       2,818,659$       

General Revenues and Transfers:

  Taxes: 

    Secured and unsecured property taxes

    Utility users tax

    Sales and use tax

    Franchise tax

    Other tax

  Motor vehicle in-lieu - unrestricted

  Use of money and property

  Other

  Contributions from private-purpose trust fund, unrestricted

  Transfers

Total General Revenues and Transfers

Change in Net Position

Net Position (Deficit) at Beginning of Fiscal Year

Net Position (Deficit) at End of Fiscal Year

Functions/Programs

CITY OF HOLTVILLE

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2022

Program Revenues

See accompanying notes to basic financial statements
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Governmental Business-type

Activities Activities Totals

(424,866)$             -$                      (424,866)$           

(1,002,584)            (1,002,584)          

199,300                 199,300              

14,982                   14,982                

(1,213,168)            (1,213,168)          

(877,227)               (877,227)             

518,879                 518,879              

22,322                   22,322                

(336,026)               (336,026)             

(1,213,168)            (336,026)               (1,549,194)          

401,040                 401,040              

479,124                 479,124              

728,672                 728,672              

140,585                 140,585              

40,383                   40,383                

617,096                 617,096              

(27,504)                 7,563                     (19,941)               

10,838                   10,838                

225,538                 225,538              

228,005                 (228,005)                                          

2,843,777              (220,442)               2,623,335           

1,630,609              (556,468)               1,074,141           

8,000,728              (6,201,243)            1,799,485           

9,631,337$            (6,757,711)$          2,873,626$         

Changes in Net Position

Net (Expense) Revenue and 

See accompanying notes to basic financial statements
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NOTE 4 – CASH AND INVESTMENTS (CONTINUED) 

 
Disclosures Relating to Credit Risk (Continued) 

 

 
 

Concentration of Credit Risk 

 

The investment policy of the City contains no limitations on the amount that can be invested in any one issuer 
beyond that stipulated by the California Government Code.  
 
Investment in any one issuer that represent 5% or more of total investments by reporting unit (primary 
government, governmental activities, business type activities, fiduciary fund, major funds, nonmajor funds in the 
aggregate, etc.) are as follows:   
 

 
 
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 City’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 provision for deposits. The California 
Government Code requires that a financial institution secure deposits made by state or local governmental units 
by pledging securities in an undivided collateral pool held by a depository regulated under state law (unless so 
waived by the governmental unit).  The fair value of the pledged securities in the collateral pool must equal at 
least 110% of the total amount deposited by the public agencies.  California law also allows financial institutions 
to secure City deposits by pledging first trust deed mortgage notes having a value of 150% of the secured public 
deposits. 
 
As of June 30, 2022, $7,261,929 of the City’s deposits with financial institutions in excess of federal depository 
insurance limits were held in collateralized accounts. 
 

Minimum Exempt

Legal From Not

Amount Rating Disclosure AAA AA A Rated

State Investment Pool 1,770,808$  N/A -$                -$            -$                  -$                      1,770,808$   

Money Market Funds 799,883       N/A 799,883        

Certificates of Deposit* 1,650,270    N/A 1,650,270     

U.S. Government Agency Issues 324,345       AAA 324,345      

U.S. Treasury Notes 568,992       AAA 568,992      

Investments with Fiscal Agent:

Money Market Funds 469,181       N/A 469,181      

     Total 5,583,479$  -$                1,362,518$ -$                  -$                      4,220,961$   

* All Certificates of Deposit are individually covered by FDIC limits

Investment Type

Rating as of Fiscal Year End

Reported

Amount Interest Rate

United States Tresaury 568,992 0.125-0.750% 3/31/2023-5/31/2026

Federal Home Loan Bank 324,345 0.60% 11/25/2025

Issuer Investment Type

U.S Government Agency Issue

U.S Treasury Note

Maturity Date
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NOTE 4 – CASH AND INVESTMENTS (CONTINUED) 

 

Investment in State Investment Pool 

 
The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by the 
California Government Code under the oversight of the Treasurer of the State of California.  The fair value of 
the City’s investment in this pool is reported in the accompanying financial statements at amounts based upon 
the City’s pro-rata share of the fair value provided by LAIF for the entire LAIF portfolio (in relation to the 
amortized cost of the portfolio). The balance available for withdrawal is based on the accounting records 
maintained by LAIF, which are recorded on an amortized cost basis. 
 
Fair Value Measurement 

 

The City categorizes its fair value measurements within the fair value hierarchy established by generally accepted 
accounting principles. These principles recognize a three-tiered fair value hierarchy, as follows: 

 

    Level 1: Investments reflect prices quoted in active markets; 

  Level 2: Investments reflect prices that are based on a similar observable asset either directly 
or indirectly, which may include inputs in markets that are not considered active; and, 

    Level 3: Investments reflect prices based upon unobservable sources. 
 
The City has the following recurring fair value measurements as of June 30, 2022: 

 

 
 

 

 

 

 

 
 
 
 
 
 

Quoted Prices in 

Active Markets Significant Other Significant Other

Totals for Identical Observable Unobservable

Investment by Fair Value 6/30/2022 Assets (Level 1) Inputs (Level 2) Inputs (Level 3)

U.S. Government Agency Issues 324,345$      -$                  324,345$           -$                  

U.S. Treasury Notes 568,992        -                    568,992             -                    

Total Investments at Fair Value 893,337        -$                  893,337$           -$                  

Investments not subject to the 

Fair Value Hierarchy

    Money Market Funds 1,269,064     

    Certificates of Deposit 1,650,270     

State Investment Pool 1,770,808     

       Total Investments 5,583,479$   

Fair Value Measurement Using
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NOTE 5 – LOANS AND NOTES RECEIVABLE 

 
The following is a summary of Loan and Note Receivables for the fiscal year ended June 30, 2022: 
 

 
 
Program loans receivable represent Housing Rehabilitation and Business Program loans, which were assigned 
to the City. The loans are secured by deeds of trust, which attach to the property until title to the property is 
transferred. Most of these loans are deferred, but there are a few that require monthly payments. Interest rates 
vary from 0% to 4%. The housing rehabilitation loans receivable total is $1,141,155 as of June 30, 2022. $91,749 
is recorded in the General Fund for one of these loans receivable.  

 
On September 1, 2003, the City loaned Holtville Gardens, L.P. $3,000,000 as part of the State of California 
HOME Investment Partnership Program to aid in the development and construction of an 81-unit apartment 
complex located at 950 Holt Avenue in the City of Holtville.  The terms of the loan call for Holtville Gardens to 
make annual payments in the amount of 50% of the “Distributable Cash Flow” from the project within ninety 
(90) days following the end of each calendar year, with respect to the preceding year.   The entire amount of the 
outstanding principal, with the accrued interest at 1%, shall be due and payable in fifty-five (55) years from 
September 1, 2003.  The outstanding balance as of June 30, 2022 is $3,556,898. The fund financial statements 
reflect deferred revenue in the amount of $3,556,898 to offset this note receivable, which includes interest. On 
the statement of net position, the City has set up an allowance for uncollectible amounts of $3,556,898, as of 
June 30, 2022.  
 
On May 9, 2005, the former Redevelopment Agency Low and Moderate Income Housing Fund loaned Holtville 
Gardens, L.P. $200,000 to aid in the development and construction of an 81-unit apartment complex located at 
950 Holt Avenue in the City of Holtville.  The terms of the loan call for Holtville Gardens to make annual 
payments in the amount of 50% of the “Distributable Cash Flow” from the project within ninety (90) days 
following the end of each calendar year, with respect to the preceding year.  The entire amount of the outstanding 
principal, with the accrued interest at 5%, shall be due and payable in full thirty (30) years from May 9, 2005.  
The outstanding balance as of June 30, 2022 was $370,000.  
 
Total program loans receivable outstanding at June 30, 2022 is $5,764,510, and the fund financial statements 
reflect deferred inflows of resources of $5,570,884 to offset the deferred portion of these loans receivable. 
 
 
 
 
 
 

Governmental 

Funds

Loan Receivable:

General Fund loan 91,749$         

HOME grant program 4,606,304      

CDBG grant program 607,670         

Revolving business loans 88,787           

Deferred business loans 370,000         

Total Restricted 5,764,510$    
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