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Gildelatorre Tax & Accounting 
Dba BizTaxes1120 

August 22, 2024 

Crescent Sanitary District 
136745 Hwy 97 
Crescent, OR 97733 

Dear Ms. Ashcraft, 

In accordance with your instructions, and in line with the requirements of the Oregon Department 
of Environmental Quality (DEQ) I have compiled the Financial Analysis Summary of Crescent 
Sanitary District (CSD) set out on the following pages and which is being forwarded to you together 
with this letter. 

The purpose of the financial analysis under the generally accepted accounting principles (GAAP) is 
to determine CSD’s feasibility of its continuity of a “going concern” entity. The data was derived 
from various sources and all data presented is excluding amounts for amortization, depreciation, 
and loan interest for the purpose of determining CSD solvency or is based on my own computations 
as follows: 

• City of Crescent demographics

• CSD Accumulation of cash. Historical financial data for the three years ended June 30,
2022, to June 30, 2024, and the month ended July 31, 2024.

• Cash depletion forecast FY 2023

• CSD July 2024 Profit and Loss Budget vs. Actual

• Operational Budgets FY 2025

Crescent Community Demographics 

Every business growth strategy must have a plan to expand in a specific aspect, their 
potential for a significant growth in their yearly revenue, number of potential customers, etc. 

Crescent is an unincorporated community in Klamath County (no to be confused with Crescent 
Lake CCD or Crescent City) as reported by the United States Census Bureau, during their 2020 
decennial census, Crescent City including the community of Crescent have a total population of 
approximately 3,300 with a median household income of $56,900, and their median age of 55.5. It’s 
estimated that Crescent (the community) has currently a total estimated population of 400-500.  
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At the writing of this report, CSD is servicing 323 clients. with no significant growth potential due to 
limited customer availability and sewer facility limitations.  Management being aware of its 
limitations, during 2020-2023 offered a significantly reduced cost to lot owners of a $1,500 fee to 
connect to CSD Stub. Current estimated cost to connect to CSD Stub is $9K. It should be noted 
that CSD sewer facility service is limited to the east side of Crescent (the community), further 
reducing the potential for growth. 

CSD Accumulation of Cash 

Exhibit 1 and 2 displays operating historical data of CSD for the periods of their FY 2022, 
2023, and 2024. During CSD’s FY 2023 and 2022 grants totaled $835,000 and $103,934 and loan 
forgiveness $500,000 and $12,000 respectively.  

These grants and loan proceeds received during FY 2023 and 2022 enabled CSD to keep 
45.1% and 100.0% respectively of their net cash provided by its operation, marking the beginning of 
CSD accumulation of cash from $39,540 on 30 June 2022 to a cash balance of $144,671 on 31 July 
2024.  

As everyone is aware, no loan payments, interest or loan fees have been paid due during FY 
2024.  During FY 2023 management began to foresee a projected and significant cash depletion 
which began in April of 2024 (exhibit 3 and 4). 

Fiscal Year 2022 2023 2024 July 2024 
Gross Operational Income $277,458 $315,696 $368,103 ($4,872) 

Net increase/(decrease) in cash 11,839 38,163 54,607 ($17,234) 
Cash at end of period-All accts $39,540 $92,901 $161,904 $144,671 

Cash depletion forecast FY 2023 

During the month of June 2023 management requested a simple cash flow projection to determine 
the feasibility of CSD having sufficient cash to pay loans due in December 2023 and February 2024. 

An excel worksheet (Exhibit 5) was prepared showing estimated cash balance per month from 
 July 2023-June 2024 by calculating estimated net cash increases per month (no depreciation, loan 
interest considered) and applying amount of scheduled loan payments in December 2023 and 
February 2024. 

As shown in Exhibit 5, using actual cash balances and assuming all payments scheduled during FY 
2023 would have been made, CSD would have ended their FY 2023 with a positive cash balance in 
all financial institutions in the amount of $67,389, not sufficient to meet FY 2024 operational cost. 

On January 3, 2024, an independent audit report completed by Sensiba Accounting Firm provided 
in their note 11 - Going concern (page 19 of their report - Exhibit 6) the opinion that it was unlikely 
that the district would have the ability to meet its obligations during FY 2024 and into future fiscal 
years. 
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CSD July 2024 Profit and Loss Budget vs. Actual 

Based on financial results for the month of July 2024, exhibit 7 presents a profit and loss budget vs. 
actual statement. For the period presented all bank accounts were reconciled and accruals 
recorded to fairly present an accurate income and expenditure statement to compare to 
management’s FY 2025 projections. 

As presented in exhibit 7, operational and administrative costs exceeded operational income by 
$4,872. Management had projected a loss for July 2024 in the amount of $6,749. Management 
indicated that a projected major repair of one of their trucks estimated to cost between $3-4 
thousand dollars is an on-going project during the current month of August.  

Operational Budgets FY 2025 

As a result of management’s actions to actualize CSD with a transparent governance by 
implementing district policies with designed standard and adopting required ordinances, began to 
reach out to various stakeholders.  

Their quest began after realizing mid-year 2023 their unavoidable depletion of cash over the next 
12-24 months and the inability to meet loan payments deadlines, CSD office manager advised what
was then CSD’s management and the advisory board.

Assistance for guidance began with DEQ web meetings, CSD legal staff, OSHA, AND HR SDAO, with 
finally word getting out to the Klamath County commissioner.  As a result, a visit by management 
personnel of the South Suburban Sanitary District (SSSD) was scheduled during July 2024 and with 
additional visits during the current month of August.  

CSD was visited by SSSD’s accountant and engineers, providing significant and valuable 
information of CSD’s deteriorating condition of the sewer system because of what appeared to be a 
faulty design. SSSD is in the process of publishing their findings to the Klamath County 
commissioner. 

With information and guidance received by SDAO, OSHA and consulting services provided by Scott 
De Carlo. a budget was prepared for CSD’s FY 2025 reflecting increases in operational expenses 
and personnel labor costs as noted by OSHA during their recent visit.  The consultant’s review of 
the sewer system required significant increases in repairs and maintenance costs. 

Exhibit 8 delineates CSD’s FY 2025 management’s detailed administrative and operational budget 
portraying an annual loss at year end June 30, 2025, in the amount of $99,638. As noted in my 
previous section CSD July 2024 Profit and Loss vs Actual, management’s projected loss for the 
month of July 2024 was on target with actual results. 
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Summary 

With the assumption management’s FY 2025 budget as presented is considered fairly accurate, the 
following conclusion is provided: 

 Utility fee increase

Currently CSD utility monthly fee for their residential customers is $79.50 ($198 for the 3-4
existing business clients). A monthly fee increases of approximately $20 for each of their
423 customers would have to be implemented to reach CSD’s break in point.

 DEQ/OBDD Loan term compliance

OBDD LOANS 
DUE DATE AMOUNT 

DEC 2024 $57,798 

DEQ LOAN # R25100 
AUG 2024 74,140 
AUG 2024 28,252 
AUG 2024 16,962 
FEB 2025 74,140 

DEQ LOAN # R25102 
AUG 2024 15,220 
FEB 2025 4,362 

Total Cash Requirement $270,874 

Based on CSD’s limited to non-existing potential for growth coupled with the unlikelihood of 
a significant increase in utility service fees of approximately $55 to comply with loan terms 
in addition to the increase of $20 to reach CSD’s breakeven point amounting to a total 
monthly residential fee of $154 (currently at $79.50) it’s my opinion and management’s due 
diligence since the beginning of their FY 2023 by reaching out  for guidance, that CSD is 
quickly reaching the insolvency period.  

 Going Concern

Assuming CSD manages to obtain State, federal grants or loan forgiveness covering their
entire loan portfolio, CSD’s going concern will continue to be unlikely for now and future
years.

CSD will still have to be content with the likelihood of fee increases to meet operational
expenses, the acquisition of additional cash for future maintenance, and equipment
replacement with an existing and deficient sewer system.



It is recommended CSD management request a moratorium on their loan payments to 
review and consider recommendations that are expected from the SSSD's report to Klamath
County Commissioner.

In addition, and to rid CSD of questionable administrative and operational cost as 
presented in their FY 2025 budget by others, an in-depth study be conducted to validate by 
a third-and independent-party management's current FY 2025 budget. Perhaps professional
engineers that visited CSD facilities have already provided that information to SSSD's
management.

ejan r. 
Gildelatorre Tax and Accounting
Oba BizTaxes1120 
403 S Paseo Pena Unit B
Green Valley, AZ 85614
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