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Accounting, Auditing, and Financial Reporting Recommended Practices     
     

Governmental Accounting, Auditing, 
and Financial Reporting Practice 

 
9 

   

     
Prepare Popular Reports  9  Not being considered at this time due 

to other communication efforts. 
     

Competitive Audit Procurement 9    
     

Use the Comprehensive Annual 
Financial Report to Meet SEC 
Requirements for Periodic Disclosure 

 
 
9 

 
 
 

  

     
Establish Appropriate Capitalization 
Thresholds for Tangible Capital Assets 

 
9 

   

     
Internal Audit Function Established 9   Administrative Committee directs 

Internal Audits 
     

Audit Committees Established 9   Administrative Committee serves as 
an audit committee. 

     
The Need for Periodic Inventories of 
Capitalized Tangible Assets 

   
9 

 

     
Application of Full-Cost Accounting to 
Municipal Solid Waste Management 
Activities 

  
 
9 

 
 
 

OCSD does not provide solid waste 
services. 

     
Present Securities Lending 
Transactions in Financial Statements 

  
9 

 
    

OCSD does not have Securities 
Lending Activities 

     
Technology (Computer)  Disaster 
Recovery Planning 

  
 

    
  9 

Managed by Information Technology 
Division 

     
Present Budget to Actual Comparisons 
Within the Basic Financial Statements 

  
9 

 Not required for audited financial 
statement reports of Enterprise Funds. 
Budget/actual comparisons are 
included within unaudited quarterly 
financial reports. 

     
Use Websites to Improve Access to 
Budget Documents and Financial 
Reports 

 
 
9 

   

     
Use of Trend Data and Comparative 
Data for Financial Analysis 

 
9 

   

     
Appropriate Level of Unreserved Fund 
Balance in the General Fund 

 
9 

  OCSD only has Proprietary Fund 
Types - established a formal policy on 
the level of unrestricted net assets 

     
Document Accounting Policies and 
Procedures 
 

 
9 
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Establish the Estimated Useful Lives of 
Capital Assets 

 
9 

 
 

 
 

 

     
Improve the Effectiveness of Fund 
Accounting 

 
9 

   

     
Enhance Management Involvement 
with Internal Control 

 
9 

   

     
Voluntary Presentation of 
Management’s Discussion and 
Analysis in Departmental Reports 

 
 
9 

   

     
Auditor Association with Financial 
Statements Included in Offering 
Statements or Posted on Websites 

 
 
9 

  
 
 

 
 
 

     
Ensuring Control over Noncapitalized 
Items 

 
9 

   

     
Considerations on Using the Modified 
Approach to Account for Infrastructure 
Assets 
 
Mitigating the negative effects of  
auditing standard No.112 
(communicating internal control related 
matters identified in an audit) 
 
Encouraging and facilitating the 
reporting of fraud and questionable 
accounting and auditing practices 
 
Ensuring adequate documentation of 
costs to support claims for disaster 
recovery assistance 
 
Improving the timeliness of financial 
reports 
 
 

 
 
 
 
 
 
 
9 
 
 
 
9 
 
 
 
 
 
 
9 
 

 
 
9 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
9 

 

OCSD depreciates all capital assets; 
OCSD has no governmental fund 
types 
 
 
 
 
 

     
Cash Management Recommended Practices     

 
Collateralization of Public Deposits 9    

 
Government Relationships with 
Securities Dealers 

 
9 

   

 
Use of Various Types of Mutual Funds 
by Public Cash Managers 

  
9 

 Investment Policy does not allow 
Mutual Fund Investments 

 
Debt Service Payment Settlement 
Procedures  

 
9 

   

 
Use of Derivatives by State and Local 
Governments 

  
9 

 Investment Policy does not allow 
Derivative Investments 
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Market Risk (Volatility) Ratings 9   Managed by PIMCO 

 
Master, Trust, Custodial, and 
Safekeeping Security Lending 
Programs 

 
 
9 

   

 
Use and Application of Voluntary 
Agreements and Guidelines for Cash 
Management 

 
 
9 

   

 
Diversification of Investments in a 
Portfolio 

 
9 

   

     
Managing Market Risk in a Portfolio   9    

    
Electronic Commerce  9    

    
Procurement of Banking Services 9    
     
Purchasing Card Programs 9    
     
Acceptance of Credit  and Debit Cards  9  OCSD does not have sufficient 

transactions to offer the use of credit 
cards 

     
Frequency of Purchased Securities 
Valuation in Repurchase Agreements 

 
9 

   

     
Selection of Investment Advisors for 
Non-Pension Fund Assets 

 
9 

   

     
Mark-to-Market Reporting Practices 9    
     
Repurchase Agreements and Reverse 
Repurchase Agreements 

 
9 

   

     
Use of Lockbox Services  9  OCSD does not have sufficient cash 

related transactions to use Lockbox 
services.  The majority of revenues 
are collected on the property tax roll. 

     
Commercial Paper 9    
     
Revenue Policy: Cash Receipts 
Controls 

 
9 

   

     
Revenue Policy: Accounts Receivable 
Controls 

 
9 

   

     
Use of Cash Flow Forecasts in 
Operations 
 
 
Bank Accountant Fraud Prevention 
 
 

 
9 
 
 
9 
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Use of Local Government Investment 
Pools 
 
Revenue Control and Management 
Policy 
 
Payment Consolidation Services 

9 
 
 
9 
 
 
 

 
 
 
 
 
9 
 

  

 
 
Budgeting and Fiscal Policy Recommended Practices 

    

     
Economic Development Incentives 9    
     
Use of Performance Measurement for 
Decision Making 

 
9 

   

     
Providing a Concise Summary of the 
Budget 

 
9 

   

     
Setting of Government Charges and 
Fees 

 
9 

   

     
Recommended Budget Practices of the 
National Advisory Council on State and 
Local Budgeting (NACSLB) 

 
 
9 

   

     
Financial Forecasting in the Budget 
Preparation Process 

 
9 

   

     
Relationships Between Budgetary and 
Financial Statement Information 

 
9 

   

     
Use of Financial Status in the 
Budgeting Process 

 
9 

   

     
Adoption of Financial Policies 9    

     
Appropriate Level of Unreserved Fund 
Balance in the General Fund 

 
9 

  OCSD only has Proprietary Fund 
Types - established a formal policy on 
the level of unrestricted net assets 

     
Include Sustainability as a Core Value 
in Setting Organizational Policy and in 
Establishing Business Practices 

 
 
9 

   

     
Establish Strategic Plans 9    
     
Measuring the Cost of Government 
Services 

 
9 

   

     
Using Websites to Improve Access to 
Budget Documents and Financial 
Reports 

 
 
9 

   

     
Business Preparedness and Continuity 
Guidelines 

 
9 
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Statistical/Supplemental Section of the 
Budget Document 
 
Budgeting for Results and Outcomes 
 
Capital Project Budget 
 
Alternative Service Delivery: Shared 
Services 
 
Long-Term Financial Planning 

 
9 
 
9 
 
9 
 
 
9 
 
 
9 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

     
 
 
Debt Management Recommended Practices 

    

     
Select and Manage the Method of Sale 
of State and Local Government Bonds 

 
9 

   

     
Analyze an Advance Refunding 9    

     
Develop a Debt Management Policy 
 
 
Investment of Bond Proceeds 

9 
 
 
9 

  Board approved Debt Policy 
completed in 2001-02. 
 
Included in Trustee Documents 
 

     
Use of Debt-Related Derivatives 
Products and Development of 
Derivatives Policy 

  
 
9 

 No Derivative Products 

     
Maintain an Investor Relations 
Program 

 
9 

   

     
Payment of the Expense Component 
of Underwriters’ Discount 

 
9 

   

     
Securitization of Tax-Exempt 
Obligations 

 
9 

  Meet qualifications of arbitrage 

     
Prepare RFPs to Select Financial 
Advisors and Underwriters 

 
9 

   

     
Evaluate the Use of Pension Obligation 
Bonds  

  
9 

 OCSD does not manage pension fund 

     
Sale and Securitization of Property Tax 
Liens 

  
9 

  

     
Use Variable Rate Debt Instruments 9    

     
Issuer’s Role in Selection of 
Underwriter’s Counsel 

 
9 

   

     
Issuing Taxable Debt by U.S. State 
and Local Governments 

  
9 

 OCSD does not have plans to issue 
taxable debt 
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Select Bond Counsel 9    

     
Price Bonds in a Negotiated Sale 9    

     
Underwriter Disclaimers in Official 
Statements 

 
9 

   

     
Use a Web Site for Disclosure 9    

     
Tax Increment Financing as a Fiscal 
Tool 
 
Caution in Regard to OPEB Bonds 
 
 

 
 
 
 
 
 

 
9 
 
9 
 
 

  
 
 
Pay-As-You-Go funding, no plan on 
issuing bond 

     
Retirement and Benefits Administration Recommended Practices     
     

Public Employee Retirement System 
Investments 

 
 

 
9 

 Managed by OCERS 

     
Funding of Public Employee 
Retirement Systems 

 
 

 
9 

 Managed by OCERS 

     
Employee Involvement in Retiree 
Health Plan Changes 

 
9 

   

     
Preparing an Effective Summary Plan 
Description 

 
 

 
9 

 Managed by OCERS 

   
Retirement and Financial Planning 
Services  

 
 

 
9 

 Managed by OCERS 

 
Directed Brokerage Programs 

  
9 

  
OCERS manages all “soft dollar” 
transactions 

     
A Policy for Public Retirement Plan 
Design Option 

9  
 

  

     
Asset Allocation – Guidance for 
Defined Benefit Plans 

 
 

 
9 

 Managed by OCERS 

     
Asset Allocation - Guidance for 
Defined Contribution Plans 

  
9 

 OCERS is a defined benefit plan. 

     
Alternative Investment Policy for Public 
Employee Retirement Systems (PERS) 

  
9 

 Managed by OCERS 

     
Pension Investment Policy  9  Managed by OCERS 
     
Selection of Investment Advisors for 
Pension Fund Assets 

  
9 

 Managed by OCERS 

     
Brokerage Window Options for Defined 
Contribution Retirement Plans 

  
9 

 Managed by OCERS 
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Framework for Understanding Pension 
Fund Risk 

  
9 

 Managed by OCERS 

     
Investment Policies Governing Assets 
in a Deferred Compensation Plan 

   
9 

Managed by the plan sponsors 

     
Health Care Cost Containment 9    
     
Evaluating Use of Early Retirement 
Incentives 

 
9 

   

     
Deferred Retirement Option Plans 
(DROPs) 
 
 
A Policy to Participate in Securities 
Litigation Class Actions 
 
Ensuring the Sustainability of Other 
Postemployment Benefits 
 
Design Elements of Defined Benefit 
Retirement Plans 
 
Design Elements of Defined 
Contribution Plans as the Primary 
Retirement Plan 
 
Design Elements of Hybrid Retirement 
Plans 
 
Monitoring and Disclosure of Fees for 
Defined Contribution Plans 
 

 
 
 
 
 
 
 
9 

 
9 
 
 
 
9 
 
 
 
 
 
9 
 
 
 
9 
 
 
9 
 
 
 
9 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
Managed by OCERS 
 
 
Pay-As-You-Go funding 
 
 
Managed by OCERS 
 

     
 
Economic Development and Capital Planning 

    

     
Multi-Year Capital Planning 9    

     
The Role of the Finance Officer in 
Economic Development 
 
Public-Private Partnerships for 
Economic Development 
 
Capital Project Monitoring and 
Reporting 
 
Capital Maintenance and Replacement 
 
 
The Role of Master Plans in Capital 
Improvement Planning 

 
9 
 
 
 
 
 
9 
 
 
 
 
 
 
9 

 
 
 
 
9 
 

 
 
 
 
 
 
 
 
 

9 
 

 
 
 
 
 
 
 
 
Will develop a complete inventory  
of all capital assets 
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Budget Process: 
 
Two years ago, the District prepared its first 
complete budget document covering two years 
instead of one.  Last year a smaller budget update 
document was prepared to summarize revisions to 
the second year of the previously adopted two-year 
budget period.  This two-year cycle approach to 
budget preparation is expected to continue. 
 
This change has not caused any modification to the 
previously established stages of the annual budget 
process except with regard to the level of detail 
which is provided.  The timing of all stages of the 
budget process remains consistent from year to 
year.  In the second year of a two-year cycle, 
however, the focus is on any changes that need to 
be made to the upcoming year’s budget relative to 
what was previously submitted, reviewed, and 
approved for that budget during the prior year. 
 
The District’s annual budget preparation process 
begins in January of each year and concludes in 
June upon its adoption.  However, the entire budget 
process extends beyond one year and overlaps with 

the preceding budget and the subsequent budget.  
As shown in the chart above, the budget process 
consists of four major parts.  These parts occur at 
various stages throughout the year as follows: 
 
• Preparation/Planning - takes place from 

January through March. 
• Integration - runs from March through May. 
• Passage - adoption of the budget usually 

occurs in June of each year. 
• Execution - starts from the first day of the 

budget year, July 1, through the entire budget 
year and beyond into November with the 
presentation of the annual audit report. 

 
Team Approach 
 
As identified by one of the fiscal policies, the budget 
preparation process originates at the division level, 
the organizational level of accountability and control.  
Budget coordinators are established to represent 
each operating division.  A comprehensive budget 
manual is prepared and used as the training manual 
during a training session with the budget 
coordinators.   
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After the initial divisional budgets are prepared, 
budget review sessions are scheduled for each 
division with the General Manager.  It is during these 
sessions that all proposed staffing levels, programs, 
and line item expenses are justified.  Next senior 
management representatives from each department 
analyze opportunities for consolidating programs 
and eliminating unnecessary requests.  Guidance is 
also sought and utilized from District’s committees 
on various issues that affect budget development. 
 
The Process 
 
The budget preparation process begins in January 
with the distribution of the budget manual, budget 
preparation training, and issuance of personnel 
budget and justification forms, and equipment 
budget forms to all of the Divisions.  
 
In March, the Administrative Services Department 
develops divisional level budgets based on the 
request forms received from the various divisions.  
These divisional budgets are then reviewed in mid-
March by the General Manager along with the 
Department and Divisional managers for each 
program request and for new, additional, or reduced 
services, positions, and capital outlay. 
 
The Capital Improvement Program requests are 
prepared from October through March and are 
reviewed by Engineering and Department and 
Divisional managers prior to being submitted to the 
General Manager for review and evaluation as part 
of the budget process. 
 
In determining recommended allocation levels, the 
General Manager takes into consideration the 
projected amount of available resources, direction 
provided by the Directors, the District’s fiscal 
policies, and how to best provide the most cost-
effective and efficient service levels to the public.  
After a final review of the operating budgets by the 
General Manager, the proposed annual budgets are 
finalized in late May and then distributed to the 
Directors for consideration. 
 
The General Manager presents the proposed budget 
to the various Directors’ Committees for 
deliberations throughout the month of June.  The 
proposed budget is scheduled for adoption, along 
with any revisions by the Board, at the Board of 
Directors meeting in June.  
 
Level of Control and Amendments to the Budget 
 
Budgetary control, the level at which expenses 
cannot legally exceed the appropriated amount, is 

exercised at the individual Department level.  
Administrative policies provide guidelines on budget 
transfers and the authorization necessary to 
implement transfers.  Generally, there are two types 
of budget transfers: 
 
1. Budget Adjustment 
 
This is a transfer which does not change the total 
appropriated amount and does not require Board 
action.  Depending on the budget category affected 
by the transfer, approval may be granted at the 
General Manager or Department Head level as 
follows: 
 
Department Heads have discretion to reapportion 
funds between certain line items within a division but 
may not exceed total appropriated amounts for each 
department.  They also may transfer staff across 
divisional lines within their department.  The General 
Manager and Board of Directors must approve 
additional capital outlay items.  Funds appropriated 
for salaries and benefits may not be expended for 
any other purpose unless approved by the Board.  
The General Manager may transfer operating funds 
within and between divisions and departments.  The 
General Manager may also transfer staff positions 
between departments. 
 
2. Budget Amendment: 
 
This is an adjustment to the total appropriated 
amount, which was not included in the original 
budget.  These supplemental appropriations require 
formal action by the Board of Directors.  Types of 
modifications can be categorized as follows: 
 

Prior year reserves or fund balances may be 
appropriated to fund items not previously 
included in the adopted budget.   
 
Reserves/fund balances exceeding minimum 
amounts required by fiscal policy may be 
appropriated if it is determined to be in the best 
interest of the District.  Directors may also 
appropriate reserves in case of emergencies or 
unusual circumstances. 

 
Transfers between Revenue Areas require formal 
action by the Board of Directors. 
 
Unexpended appropriations automatically lapse at 
the end of the fiscal year and are included in the 
ending equity balances. 
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Accounting System and Budgetary Control 
 
Fund Accounting & Proprietary Funds 
 
The accounts of the District are organized within one 
Enterprise Fund, a Proprietary Fund Type.  The 
District’s Enterprise Fund is comprised of two 
Revenue Areas which are identified as Revenue 
Area 14 and the Consolidated Revenue Area 
(Revenue Area 15).  Each Revenue Area includes a 
share of capital outlay activities, self-insurance 
activities, debt service activities, and operating 
activities.  These activities are allocated to each 
Revenue Area based on sewage flows, location, or 
level of participation in specific programs.  
 
Enterprise Funds are used to account for operations 
that are financed and operated in a manner similar 
to a private business enterprise, where the costs 
(expenses, including depreciation) of providing 
goods or services to the general public on a 
continuing basis are financed or recovered through 
user charges. 
 
 
Basis of Accounting 
 
Basis of accounting refers to the point at which 
revenues and expenses are recognized in the 
accounts and reported in the financial statements. 
Enterprise funds are accounted for on the flow of 
economic resources measurement focus and use 
the accrual basis of accounting.  In an enterprise 
fund, revenues are recognized when earned and 
expenses are recognized when incurred, regardless 
of the timing of related cash flows. 
 
 
Budgetary Basis of Accounting 
 
The operating budget for the Enterprise Fund is 
adopted on a basis consistent with generally 
accepted accounting principles.  Except as noted in 
the following paragraph, the basis of accounting and 
the budgetary basis of accounting are the same.  
Budgeted amounts are as originally adopted and as 
further amended by Board action of the District. 
 
Although the District does budget for capital 
improvement projects, the related capital outlays are 
recorded as increases in Property, Plant, and 
Equipment on the balance sheet of the Enterprise 
Fund.  Similarly, the District budgets for the 
retirement of debt.  However, the principal payments 
on debt are recorded as reductions in the current 

portion of long-term debt on the balance sheet of the 
Enterprise Fund. 
 

Internal Controls 
 
The District is responsible for establishing and 
maintaining an internal control structure designed to 
ensure that the assets of the government are 
protected from loss, theft, or misuse and to ensure 
that adequate accounting data are compiled to allow 
for the preparation of financial statements in 
conformity with generally accepted accounting 
principles.  The internal control structure is designed 
to provide reasonable, but not absolute, assurance 
that these objectives are met.  The concept of 
reasonable assurance recognizes that the cost of a 
control should not exceed the benefits likely to be 
derived and that the valuation of costs and benefits 
requires estimates and judgments by management. 
 

Budgetary Control 
 
Budgetary controls are maintained to ensure 
compliance with legal provisions embodied in the 
annual appropriated budget approved by the Board 
of Directors.  The budgetary level of control, the 
level at which operating expenses cannot legally 
exceed the appropriated amount, is exercised at the 
department level. 



 
Enterprise Fund 
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