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Independent Auditors’ Report 

 

 
To the Board of Directors 

Valley Springs Public Utility District 

Valley Springs, California  

 

We have audited the accompanying financial statements of the business-type activities, each 

major fund, and the aggregate remaining fund information of Valley Springs Public Utility 

District (the District) as of and for the year ended June 30, 2018, and the related notes to the 

financial statements, which collectively comprise the District’s basic financial statements as listed 

in the table of contents.   

 

Management’s Responsibility 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. 

 

Auditors’ Responsibility 

 

Our responsibility is to express opinions on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America. Those standards require that we plan and perform the audit to obtain 

reasonable assurance about whether the financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditors’ 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error. In making those risk assessments, the auditor considers 

internal control relevant to the entity’s preparation and fair presentation of the financial 

statements 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 entity’s internal control.  

Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 

of accounting policies used and the reasonableness of significant accounting estimates made by 

management, as well as evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinions. 
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Opinions 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, 

the respective financial position of the business-type activities, each major fund, and the aggregate 

remaining fund information of Valley Springs Public Utility District as of June 30, 2018, and 

the respective changes in financial position and cash flows for the year then ended, in accordance 

with accounting principles generally accepted in the United States of America. 

 

Other Matters 

 

Required Supplementary Information  

 

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

supplementary information on pages 30 through 31 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. 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. 

 

Management has omitted 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 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. 

 

Other Information 

 

Our audit was conducted for the purpose of forming an opinion on the financial statements taken 

as a whole.  The supplementary information - summaries of operating expenses for the years ended 

June 30, 2018 and 2017 are presented for purposes of additional analysis and are not a required 

part of the basic financial statements. The supplementary information - summaries of operating 

expenses 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.  Such 

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  
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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 information is fairly stated, in all material respects, in relation to the 

basic financial statements as a whole. 

 

Report on Summarized Comparative Information 

 

We have previously audited the District’s June 30, 2017 basic financial statements, and we 

expressed an unmodified audit opinion on the respective basic financial statements in our report 

dated January 31, 2018. In our opinion, the summarized comparative information presented herein, 

as of and for the year ended June 30, 2017, is consistent, in all material respects, with the audited 

financial statements from which it has been derived. 

 

 

 

CROCE, SANGUINETTI, & VANDER VEEN, INC. 

Certified Public Accountants 

Stockton, California 

February 22, 2019 
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Assets and Deferred Outflows of Resources 
    

    Total 

 Sewer Water 2018 2017 

Current assets     

 Cash and investments $ 424,735 $ 1,070,537 $ 1,495,272 $ 1,644,248 

 Accounts receivable  29,637  20,499  50,136  60,857 

 Interest receivable  231  230  461  461 

 Note receivable  2,000  2,000  4,000  4,000 

 Other receivable   207,203  -  207,203  - 

 Prepaid expenses  8,100  8,099  16,199  15,546 

  Total current assets  671,906  1,101,365  1,773,271  1,725,112 
     

Noncurrent assets     

 Restricted assets - cash   6,150  6,150  12,300  10,950 

 Capital assets, net of accumulated depreciation   718,324  1,328,042  2,046,366  2,220,528 

 Note receivable  6,000  6,000  12,000  16,000 

  Total noncurrent assets  730,474  1,340,192  2,070,666  2,247,478 
     

Deferred outflows of resources         

 Deferred outflows related to pension  36,237  36,237  72,474  42,243 

  Total deferred outflows  36,237  36,237  72,474  42,243 
     

  Total assets and deferred outflows of resources $ 1,438,617 $ 2,477,794 $ 3,916,411 $ 4,014,833 
     

Liabilities, Deferred Inflows of Resources and Net Position 
     

Current liabilities      

 Accounts payable $ 19,508 $ 6,955 $ 26,463 $ 30,109 

 Accrued interest  -  8,745  8,745  8,903 

 Accrued expenses   8,115  2,705  10,820  11,747 

 Unearned revenue  3,414  3,413  6,827  - 

 Current maturities of long-term debt  -  21,000  21,000  21,000 

  Total current liabilities  31,037  42,818  73,855  71,759 
     

Noncurrent liabilities     

 Customer deposits  6,150  6,150  12,300  10,950 

 Net pension liability   117,965  117,965  235,930  200,188 

 Long-term debt  -  1,145,000  1,145,000  1,166,000 

  Total noncurrent liabilities  124,115  1,269,115  1,393,230  1,377,138 
     

Deferred inflows of resources     

 Deferred inflows related to pension  8,372  8,372  16,744  19,108 
     

Net position     

Net investment in capital assets  718,324  162,042  880,366  1,033,528 

Unrestricted   556,769  995,447  1,552,216  1,513,300 

  Total net position  1,275,093  1,157,489  2,432,582  2,546,828 
     

  Total liabilities, deferred inflows of resources  

   and net position 

 

$ 1,438,617 

 

$ 2,477,794 

 

$ 3,916,411 

 

$ 4,014,833 
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   Total 

  Sewer Water 2018 2017 
     

Operating revenues     

 Water sales $ - $ 196,674 $ 196,674 $ 200,937 

 Sewer sales  299,151  -  299,151  319,914 

 Federal and state assistance  207,203  -  207,203  - 

 Grant revenue  -  -  -  87,369 

 Surcharges  22,148  22,750  44,898  43,469 

  Total operating revenue  528,502  219,424  747,926  651,689 

         

Operating expenses         

 Transmission and distribution  379,641  139,502  519,143  275,553 

 General and administrative  167,240  106,254  273,494  299,974 

 Depreciation  71,011  103,151  174,162  174,851 

  Total operating expenses  617,892  348,907  966,799  750,378 

         

  Operating loss  (89,390)  (129,483)  (218,873)  (98,689) 

         

Non-operating revenues (expenses)         

 Property taxes  56,253  56,252  112,505  109,030 

 Interest income  5,447  5,447  10,894  6,750 

 Other income (expense)  10,590  5,775  16,365  10,049 

 Interest expense  -  (35,137)  (35,137)  (35,760) 

  Total non-operating revenue (expenses)  72,290  32,337  104,627  90,069 

         

Change in net position (17,100) (97,146) (114,246) (8,620) 

     

Net position, beginning of year  1,292,193  1,254,635  2,546,828  2,555,448 

     

Net position, end of year $ 1,275,093 $ 1,157,489 $ 2,432,582 $ 2,546,828 
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   Total 

   Sewer Water 2018 2017 
     

Cash flows from operating activities     

 Cash received from customers $ 336,517 $ 221,754 $ 558,271 $ 638,143 

 Cash paid to employees  (100,312)  (43,616)  (143,928)  (132,083) 

 Cash paid to suppliers   (447,491)  (203,455)  (650,946)  (421,481) 
     

Net cash (used in) provided by operating activities  (211,286)  (25,317)  (236,603)  84,579 
         

Cash flows from noncapital financing activities         

 Collections on notes receivable  2,000  2,000  4,000  4,000 

 Property taxes  56,253  56,252  112,505  109,030 

 Customer deposits  675  675  1,350  400 

 Other  10,590  5,775  16,365  10,049 
         

Net cash provided by noncapital financing 

     activities  69,518  64,702  134,220  123,479 
         

Cash flows from capital and related financing  

 activities          

 Payments on long-term debt  -  (21,000)  (21,000)  (20,000) 

 Interest paid on long-term debt  -  (35,137)  (35,137)  (35,760) 
     

Net cash used in capital and related financing 

     activities  -  (56,137)  (56,137)  (55,760) 
     

Cash flows from investing activities     

 Interest received  5,447  5,447  10,894  6,750 
     

Net cash provided by investing activities  5,447  5,447  10,894  6,750 
     

Net (decrease) increase in cash and investments  (136,321)  (11,305)  (147,626)  159,048 
     

Cash and cash equivalents, beginning of year  567,206  1,087,992  1,655,198  1,496,150 
     

Cash and cash equivalents, end of year (including 

$12,300 and $10,950, respectively, for customer 

 deposits reported as restricted cash) $ 430,885 $ 1,076,687 $ 1,507,572 $ 1,655,198 
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   Total 

 Sewer Water 2018 2017 
         

Reconciliation of operating loss to net cash (used in) 

provided by operating activities         

 Operating loss $ (89,390) $ (129,483) $ (218,873) $ (98,689) 

 Adjustments to reconcile operating loss to net cash 

(used in) provided by operating activities         

  Depreciation   71,011  103,151  174,162  174,851 

  Pension related adjustments  1,573  1,574  3,147  23,298 

 Changes in operating assets and liabilities         

  Accounts receivable  11,804  (1,083)  10,721  (13,546) 

  Other receivable  (207,203)  -  (207,203)  - 

  Prepaid expenses  (327)  (326)  (653)  (1,431) 

  Accounts payable  (1,473)  (2,173)  (3,646)  730 

  Accrued interest  -  (158)  (158)  (150) 

  Accrued expenses  (695)  (232)  (927)  (484) 

  Unearned revenue  3,414  3,413  6,827  (484) 
     

Net cash (used in) provided by operating activities $ (211,286) $ (25,317) $ (236,603) $ 84,579 
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Note A - Summary of Significant Accounting Policies 
 

 This summary of significant accounting policies of Valley Springs Public Utility District (the 

District) is presented to assist in understanding the District’s financial statements.   

 

 Financial reporting entity 

 

 The District was established in 1948 for the purpose of supplying water and operating a sewer 

system to properties within the District which includes the unincorporated community of 

Valley Springs.  The District is administered by a five member board and is independent from 

the community of Valley Springs and Calaveras County, except that the County assesses and 

collects property taxes on behalf of the District. 

 

 As required by accounting principles generally accepted in the United States of America and 

the Governmental Accounting Standards Board, these financial statements present the 

government and its component units, entities for which the government is considered to be 

financially accountable.  Blended component units, although legally separate entities, are, in 

substance, part of the government’s operations and so data from these units are combined with 

data of the primary government. 

 

 The District’s financial reporting entity is composed of the following: 

 

 Primary Government: Valley Springs Public Utility District 

 Blended Component Unit: Valley Springs Public Utility District Financing Authority 

 

 In determining the financial reporting entity, the District complies with the provisions of 

Government Accounting Standards Board (GASB) Statements No. 61, The Financial 

Reporting Entity: Omnibus - an amendment of GASB Statements No. 14 and No. 34, and GASB 

Statement No. 39, Determining Whether Certain Organizations Are Component Units - an 

amendment of GASB Statement No. 14. 

 

 The following funds are included in the District’s financial statements and are combined for 

financial reporting purposes: 

 

 Sewer Fund 

 Water Fund 
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Note A - Summary of Significant Accounting Policies (Continued) 

 

 Blended Component Units 

 

Valley Springs Public Utility District (the District) and the Calaveras Public Utility District 

entered into a Joint Exercise of Powers Agreement dated June 24, 2009, forming the Valley 

Springs Public Utility Financing Authority (the Authority). The Authority is authorized to 

borrow money for the purpose of assisting the District in financing various public capital 

improvements and working capital. The Authority borrowed funds from the United States 

Department of Agriculture in order to fund such expenditures. The Authority’s governing 

board is the same as the District’s board members. The financial activities of the Authority 

have been included in these financial statements in the Water Fund. 

 

Basis of accounting 

 

 The financial statements have been prepared on the economic resources measurement focus 

and the accrual basis of accounting.  As allowed by Governmental Accounting Standards 

Board (GASB) Statement No. 62, Codification of Accounting and Financial Reporting 

Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, the 

District’s proprietary funds follow all GASB pronouncements currently in effect as well as 

Financial Accounting Standards Board Statements and Interpretations, Accounting Principles 

Board Opinions, and Accounting Research Bulletins of the AICPA Committee on Accounting 

Procedures issued on or before November 30, 1989, unless those pronouncements conflict with 

or contradict with GASB pronouncements. 

 

Proprietary funds distinguish operating revenues and expenses from non-operating items.  

Operating revenues and expenses generally result from providing services and producing and 

delivering goods in connection with a proprietary fund’s principal ongoing operations. The 

District’s operating revenues include all revenues derived from water and sewage services. 

Operating expenses include all costs related to water and sewage services, administrative 

expenses, and depreciation on capital assets. All revenues and expenses not meeting this 

definition are reported as non-operating revenues and expenses. 
 

Fund accounting 
 
The District utilizes proprietary funds to account for its activities, which are similar to those 

found in the private sector, where the determination of net income is necessary or useful for 

sound financial administration. 
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Note A - Summary of Significant Accounting Policies (Continued) 

 

 Budgetary accounting 
 

The District does not adopt an appropriated budget and is not required to adopt such a budget 

by law. However, the District does adopt a non-appropriated budget annually which is 

approved by the Board of Directors. 
 

 Cash and investments 
 

 For the purposes of the statement of cash flows, the District considers all highly liquid 

investments with a maturity of three months or less when purchased to be cash equivalents. 
 

 Restricted assets represents cash that is not available for normal operating purposes. Customer 

deposits consist of deposits collected from customers at the time water service is initially 

provided and are refundable within one year of that date. 
 

 Capital assets 
 

All capital assets are valued at historical cost. The District’s policy is to capitalize all assets with 

an initial, individual cost of more than $500 and an estimated useful life in excess of two years. 
 

Depreciation has been provided on capital assets and is charged as an expense against 

operations each year. The total amount of depreciation taken over the years is reported on the 

balance sheet as a reduction in the book value of capital assets. The cost and accumulated 

depreciation of property sold or retired is deducted from capital assets, and any profit or loss 

resulting from the disposal is credited or charged in the non-operating section of the statement 

of revenues, expenses and changes in net position. The cost of current repairs, maintenance, 

and minor replacements is charged to expense. 
 

Depreciation is provided using the straight line method. The estimated useful lives are as 

follows: 
 

  Building 40 years 

  Utility plant 5-50 years 

  Sewer plant and equipment 5-40 years 

  Office equipment 5-7 years 

  Water storage tank 20-40 years 

  Backup water storage 40 years 

  Emergency well 20 years 

  Wastewater project improvements 20-30 years 
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Note A - Summary of Significant Accounting Policies (Continued) 

 

 Long-lived assets 

 

 Long-lived assets to be held and used are reviewed for impairment whenever events or changes 

in circumstances indicate that the related carrying amount may not be recoverable. When 

required, impairment losses on assets to be held and used are recognized based on the fair value 

of the asset.  Long-lived assets to be disposed of are reported at the lower of carrying amount 

or fair value less costs to sell. 

 

 Deferred outflow/inflows of resources 

 

 In addition to assets, liabilities and net position, the statement of net position reports separate 

sections for deferred outflows of resources and deferred inflows of resources. Deferred 

outflows of resources represent a consumption of resources that applies to a future period(s) 

and will not be recognized as an outflow of resources (expense) until then. Conversely, 

deferred inflows of resources represent an acquisition of resources that applies to a future 

period(s) and will not be recognized as an inflow of resource (revenue) until that time. 

 

 Contributions made to the District’s pension plan(s) after the measurement date but before the 

fiscal year end are recorded as a deferred outflow of resources and will reduce the net pension 

liability in the next fiscal year.  

 

 Additional factors involved in the calculation of the District’s pension expense and net pension 

liability include the differences between expected and actual experience, changes in 

assumptions, differences between projected and actual investment earnings, changes in 

proportion, and differences between the District’s contributions and proportionate share of 

contributions. These factors are recorded as deferred outflows and inflows of resources and 

amortized over various periods. 

 

 Pensions 

 

 For purposes of measuring the net pension liability, deferred outflows/inflows of resources 

related to pensions, and pension expense, information about the fiduciary net position of the 

District’s portion of the California Public Employees’ Retirement System (CalPERS) 

Miscellaneous plan and PEPRA Miscellaneous plan (the Plan’s) and additions to/deductions 

from the Plan’s fiduciary net position have been determined on the same basis as they are 

reported by CalPERS. For this purpose, benefit payments (including refunds of employee 

contributions) are recognized when due and payable in accordance with the benefit terms. 

Investments are reported at fair value.  
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Note A - Summary of Significant Accounting Policies (Continued) 

 

 Net position 

 

Equity in the financial statements is classified as net position and displayed in three 

components as follows: 

 

a. Net investment in capital assets - Consists of capital assets, net of accumulated 

depreciation and reduced by the outstanding balances of any borrowings that are 

attributable to the acquisition, construction or improvement of those assets. 

 

 b. Restricted - Consists of restricted assets reduced by liabilities and deferred inflows of 

resources related to these assets. 

 

 c. Unrestricted - Amounts not required to be reported in other components of net position. 

 

 When both restricted and unrestricted resources are available for use, it is the District’s policy 

to use restricted resources first, then unrestricted resources as they are needed. 

 

 Fair value measurements 

 

 Fair value is defined as the price that would be received to sell an asset or paid to transfer a 

liability in an orderly transaction between market participants at the measurement date. The 

District categorizes its fair value measurements within the fair value hierarchy established by 

generally accepted accounting principles. The fair value hierarchy categorizes the inputs to 

valuation techniques used to measure fair value into three levels based on the extent to which 

inputs used in measuring fair value are observable in the market.  

 

 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or 

liabilities.  

 

 Level 2 inputs are inputs other than quoted prices included within level 1 - that are 

observable for an asset or liability, either directly or indirectly.  

 

 Level 3 inputs are unobservable inputs for an asset or liability.  

 

 If the fair value of an asset or liability is measured using inputs from more than one level of 

the fair value hierarchy, the measurement is considered to be based on the lowest priority level 

input that is significant to the entire measurement.  
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Note A - Summary of Significant Accounting Policies (Continued) 

 

 Water and sewer revenues 
 

 Water and sewer revenues result from fees charged by the District based upon actual usage.  

The District considers its water and sewer revenues earned when the District assesses its 

members for the water used.  Surcharges are charged on unpaid balances and are included in 

operating revenues.  
 

 Property taxes 
 

 Property taxes levied January 1, 2017 were payable in two installments on December 10, 2017 

and April 10, 2018. Property taxes levied January 1, 2016 were payable in two installments on 

December 10, 2016 and April 10, 2017. The County of Calaveras bills and collects property 

taxes on behalf of the District. 
 

 Comparative financial information  
 

 The financial statements include certain prior year summarized comparative information in 

total but not by net position class. Such information does not include sufficient detail to 

constitute a presentation in conformity with U.S. generally accepted accounting principles. 

Accordingly, such information should be read in conjunction with the District’s financial 

statements for the year ended June 30, 2017, from which the summarized information was 

derived.  
 

 Estimates 
 

The preparation of the basic financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make estimates 

and assumptions that affect certain reported amounts and disclosures. Actual results could 

differ from those estimates. 
 

 New accounting pronouncements 
 

In March 2017, the Governmental Accounting Standards Board (GASB) issued GASB 

Statement No. 85, Omnibus 2017. This Statement addresses practice issues that have been 

identified during implementation and application of certain GASB statements, including issues 

related to blending component units, goodwill, fair value measurement and application, 

pensions, and other postemployment benefits. The District implemented the provisions of this 

Statement for the year ended June 30, 2018. There was no effect on net position as a result of 

implementation of this Statement. 
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Note A - Summary of Significant Accounting Policies (Continued) 

 

In June 2017, the Governmental Accounting Standards Board (GASB) issued GASB Statement 

No. 87, Leases. The objective of this Statement is to better meet the information needs of 

financial statement users by improving accounting and financial reporting for leases by 

governments. This Statement increases the usefulness of governments’ financial statements by 

requiring recognition of certain lease assets and liabilities for leases that previously were 

classified as operating leases and recognized as inflows of resources or outflows of resources 

based on the payment provisions of the contract. It establishes a single model for lease 

accounting based on the foundational principle that leases are financings of the right to use an 

underlying asset.  The District will be required to implement the provisions of this Statement 

for the year ended June 30, 2021. The District has not determined the effect on the financial 

statements. 

 

Note B - Cash and Investments 
 

 Cash and investments of the District as of June 30, 2018, consist of the following: 

 

   Carrying amount Bank balance Fair value 

Unrestricted    

 Deposits in commercial accounts    
    

  Public checking and money market $ 708,519 $ 724,143  
    

 Investment in external investment pools    
    

  Calaveras County Treasurer  6,885  $ 6,885 

  California Local Agency Investment 

Fund (LAIF) 

 

 779,836 

  

 779,836 
    

    $ 786,721 

 Petty cash  32   
    

Restricted    

 Deposits in commercial accounts    
    

  Public checking and money market  12,300  12,300  
    

   Total cash and investments $ 1,507,572 $ 736,443  
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Note B - Cash and Investments (Continued) 

 

 Cash and investments of the District as of June 30, 2017, consist of the following: 

 

   Carrying amount Bank balance Fair value 

Unrestricted    

 Deposits in commercial accounts    
    

  Public checking and money market $ 865,153 $ 866,576  
    

 Investment in external investment pools    
    

  Calaveras County Treasurer  8,335  $ 8,335 

  California Local Agency Investment 

Fund (LAIF) 

 

 770,728 

  

 770,728 
    

    $ 779,063 

 Petty cash  32   
    

Restricted    

 Deposits in commercial accounts    
    

  Public checking and money market  10,950  10,950  
    

   Total cash and investments $ 1,655,198 $ 877,526  

 

Deposit and Investment Policy 

 

California statutes authorize special districts to invest idle, surplus or reserve funds in a variety 

of credit instruments as provided for in the California Government Code, Section 53600. The 

table below identifies the investment types that are authorized for the District by the California 

Government Code, Section 53600 (or District’s investment policy, where more restrictive) that 

address interest rate risk, credit risk and concentration of credit risk. 

 

As specified in Government Code 53600.5, when investing, reinvesting, purchasing, acquiring, 

exchanging, selling or managing the District’s funds, the primary objectives, in priority order, 

of the District’s investment activities and of the District’s investment policy shall be (1) safety, 

(2) liquidity, and (3) yield. It is the policy of the District to invest public funds in a manner to 

obtain the highest return obtainable with the maximum security while meeting the daily cash 

flow demands of the District as long as investments meet the criteria established by this policy 

for safety and liquidity and conform to all laws governing the investment of District funds. 
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Note B - Cash and Investments (Continued) 

 

The District is provided a broad spectrum of eligible investments under California Government 

Code Sections 53600-53609 (authorized investments), 53630-53686 (deposits and collateral), 

and 16429.1 (Local Agency Investment Fund). The District may choose to restrict its permitted 

investments to a smaller list of securities that more closely fits the District’s cash flow needs 

and requirements for liquidity. 

 

 

 

Authorized Investment Type 

Maximum 

Maturity 

Maximum 

Percentage 

of Portfolio 

Maximum 

Investment in 

One Issuer 
    

U.S. Treasury Obligations 5 years None None 

U.S. Government Agency Obligations 

Local municipal bonds 

5 years 

5 years 

None 

None 

30% 

5% 

Repurchase Agreements 30 days 10% None 

Mortgage Pass-Through Securities 5 years 20% None 

Bankers Acceptances 180 days 40% 5% 

Commercial Paper 270 days 40% 5% 

Negotiable Certificates of Deposit 5 years 30% 5% 

Medium Term Corporate Notes 5 years 30% 5% 

Money Market Mutual Funds N/A 20% 10% 

Time Deposits 

Joint Powers Authority 

5 years 

N/A 

20% 

20% 

5% 

None 

Local Agency Investment Fund (LAIF)  N/A None None 

Local government investment pools N/A None None 

 

The District complied with the provisions of California Government Code (or the District’s 

investment policy, where more restrictive) pertaining to the types of investments held, 

institutions in which deposits were made and security requirements. The District will continue 

to monitor compliance with applicable statuses pertaining to public deposits and investments.  

The District does not maintain a formal investment policy. 

 

Disclosures Relating to Interest Rate Risk 

 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair 

value of an investment.  Generally, the longer the maturity of an investment, the greater the 

sensitivity of its fair value to changes in market interest rates.  One of the ways that the District 

manages its exposure to interest rate risk is by purchasing a combination of shorter term and  
 



VALLEY SPRINGS PUBLIC UTILITY DISTRICT 
 

Notes to Financial Statements 
 

June 30, 2018 and 2017 
(with summarized comparative totals for the year ended June 30, 2017) 

 

 

(Continued) 

 

17 

Note B - Cash and Investments (Continued) 

 

longer term investments and by timing cash flows from maturities so that a portion of the 

portfolio matures or comes close to maturity evenly over time as necessary to provide the cash 

flow and liquidity needed for operations. 
 

 Information about the sensitivity of the fair values of the District’s investments to market 

interest rate fluctuations is provided by the following table that shows the distribution of the 

District’s investments by maturity: 
 

                Remaining maturity (in months)  
 

 

Investment type 

 

Total 

12 months 

or less 

13 - 24 

months 

25 - 36 

months 

37-48 

months 

49-60 

months 

More than  

60 months 
        

 Calaveras County 

     Treasurer 

 

$ 6,885 

 

$ 6,885 

 

$  

 

$ - 

 

$ - 

 

$ - 

 

$ - 

 Local Agency  

     Investment Fund  

 

 779,836 

 

 779,836 

 

  

 

 - 

 

 - 

 

 - 

 

 - 
        

 $ 786,721 $ 786,721 $  $ - $ - $ - $ - 
 

Disclosures Relating to Credit Risk 
 

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to 

the holder of the investment. This is measured by the assignment of a rating by a nationally 

recognized statistical rating organization. Presented below is the minimum rating required by 

(where applicable) the California Government Code or the District’s investment policy, and 

the actual rating as of fiscal year end for each investment type. 
 

    Rating as of Fiscal Year End 

Investment Type Amount 

Minimum  

Legal Rating 

Exempt From 

Disclosure AAA AA A 

Not 

Rated 
        

 Calaveras County  

     Treasurer $ 6,885 N/A $ - $ - $ - $ - $ 6,885 

 Local Agency  

     Investment Fund  779,836 N/A  -  -  -  -  779,836 
        

     Total $ 786,721 N/A $ - $ - $ - $ - $ 786,721 
 

 Concentration of Credit Risk 
 

 The District had no investment policy limiting the amount that can be invested in any one 

issuer beyond that stipulated by the California Government Code. The District has no 

investments in any one issuer (other than the U.S. Treasury securities, mutual funds, and 

external investment pools) that represent 5% or more of total District investments. 
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Note B - Cash and Investments (Continued) 

 

 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 deposit or will not be able to 

recover collateral securities that are in the possession of an outside party.  The custodial credit 

risk for investments is the risk that, in the event of the failure of the counterparty (e.g. broker-

dealer) to a transaction, a government will not be able to recover the value of its investment or 

collateral securities that are in the possession of another party. The California Government 

Code and the District’s investment policy do not contain legal or policy requirements that 

would limit the exposure to custodial credit risk for deposits or investments, other than the 

following 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 government unit).  The market value of the pledged securities in the collateral pool must 

equal at least 110% of the total amount deposited by the public agencies. California law also 

allows financial institutions to secure District deposits by pledging first trust deed mortgage 

notes having a value of 150% of the secured public deposits. 

 

 As of June 30, 2018, the District’s bank balance was $736,443 and $250,000 of that amount 

was insured by the Federal Deposit Insurance Corporation and collateralized as required by 

state law and the remaining amount of $486,443 was secured by a pledge of securities by the 

financial institution. 

 

 Investment in External Investment Pool 

 

The District’s investment in the Calaveras County investment pool is managed by the 

Calaveras County Treasurer and is stated at fair value or amortized cost, which approximates 

fair value. Cash held by the Calaveras County Treasury is pooled with other County deposits 

for investment purposes by the County Treasurer in accordance with the investment policy of 

the County Treasurer (see County Treasurer’s investment policy at http://www.co.calaveras.ca.us/). 

The Pool has established a treasury oversight committee to monitor and review the management 

of public funds maintained by the Pool. Participants’ equity in the investment pool is 

determined by the dollar amount of the participant deposits, adjusted for withdrawals and 

distributed investment income. Investment income is prorated to individual funds based on 

their average daily cash balances. In accordance with applicable State laws, the Calaveras 

County Treasurer may invest in derivative securities. However, at June 30, 2018, the Calaveras 

County Treasurer’s pooled investment fund contained no derivatives or other investments with 

similar risk profiles. 
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Note B - Cash and Investments (Continued) 

 

California Local Agency Investment Fund 

 

The District is a voluntary participant in the Local Agency Investment Fund (LAIF), which is 

regulated by California Governmental Code Section 16429 under the oversight of the Treasurer 

of the State of California. Investments in LAIF are invested in accordance with the investment 

policy of the State Treasurer for LAIF accounts (see State Treasurer’s investment policy for 

LAIF accounts and separately issued financial reports for LAIF at http:// www.treasurer.ca.gov/ 

pmia-laif/). The total amount invested by all public agencies in LAIF is $88,817,956,137 of 

which 1.89% is invested in structured notes and asset-backed securities. Included in LAIF’s 

investment portfolio are United States Treasury and federal agency securities, International 

Bank for Reconstruction and Development federal agency floating rate debentures, bank notes, 

certificates of deposit, commercial paper, corporate floaters and bonds, time deposits and 

California Assembly Bill 55 and State of California General Fund Loans.  Participants equity 

in LAIF is determined by the dollar amount of the participant’s deposits, adjusted for 

withdrawals and distributed investment income. Investment income is prorated to individual 

funds based on their average daily investment balances. The Local Investment Advisory Board 

(Board) has oversight responsibility for LAIF. The Board consists of five members as 

designated by state statue. The District reports its investment in LAIF at the fair value amount 

provided by LAIF, which is the same as the value of the pool share. The balance is available 

for withdrawal on demand, and is based on the accounting records maintained by LAIF, which 

are recorded on an amortized cost basis. The carrying value of LAIF approximates fair value. 

 

 The District does not maintain a formal investment policy. 

 

 Fair value hierarchy 

 

 The District categorizes its fair value measurements within the fair value hierarchy established 

by generally accepted accounting principles. The hierarchy is based on the valuation inputs 

used to measure fair value of the assets. Level 1 inputs are quoted prices in an active market 

for identical assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs 

are significant unobservable inputs. 

 

 The District’s investment in the County of Calaveras Treasury Pool is classified as Level 2 and 

its value is based on the fair value factor provided by the Treasurer of the County of Calaveras, 

which is calculated as the fair value divided by the amortized cost of the investment pool. The 

District’s investment in the California Local Agency Investment Fund is classified as Level 2. 

LAIF includes investments categorized as Level 1 such as United States Treasury securities, 

Federal Agency securities, and supranational debentures that are valued based on prices quoted  
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Note B - Cash and Investments (Continued) 

 

 in active markets and investments categorized as Level 2 such as negotiable certificates of 

deposit and bank notes that are based on market corroborated pricing utilizing inputs such as 

yield curves and indices that are derived principally from or corroborated by observable market 

data by correlation to other means. The District categorized its investments in LAIF based on 

the lowest significant input used to determine the fair market value of the total pool. 

 

Note C - Accounts Receivable 

 

 The District records accounts receivable based on water and sewage usage.  There is no allowance 

for doubtful accounts recorded because collectability is assured through a lien process. 

 

Note D - Capital Assets 

 

 Capital asset activity for the year ended June 30, 2018 is as follows: 

 
   Balance 

July 1, 2017 Additions Disposals Transfers 

Balance 

June 30, 2018 

 Nondepreciable capital assets      

  Land $ 36,690 $ - $ - $ - $ 36,690 

   Total nondepreciable  

    capital assets 

 

 36,690 

 

 - 

 

 - 

 

 - 

 

 36,690 

 Depreciable capital assets      

  Building  81,022  -  -  -  81,022 

  Utility plant  262,352  -  -  -  262,352 

  Sewer plant and equipment  1,704,930  -  -  -  1,704,930 

  Office equipment  15,833  -  -  -  15,833 

  Water storage tank  78,691  -  -  -  78,691 

  Backup water storage  125,575  -  -  -  125,575 

  Emergency well  2,014,672  -  -  -  2,014,672 

  Wastewater project 

improvements 

 

 266,401 

 

 - 

 

 - 

 

 - 

 

 266,401 
      

   Total depreciable capital  

assets 

 

 4,549,476 

 

 - 

 

 - 

 

 - 

 

 4,549,476 
      

 Less accumulated depreciation  (2,365,638)  (174,162)  -  -  (2,539,800) 
      

   Total depreciable capital  

assets, net 

 

 2,183,838 

 

 (174,162) 

 

 - 

 

 - 

 

 2,009,676 
      

   Total capital assets, net $ 2,220,528 $ (174,162) $ - $ - $ 2,046,366 
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Note D - Capital Assets (Continued) 

 
 Capital asset activity for the year ended June 30, 2017 is as follows: 
 

   Balance 

July 1, 2017 Additions Disposals Transfers 

Balance 

June 30, 2018 

 Nondepreciable capital assets      

  Land $ 36,690 $ - $ - $ - $ 36,690 

   Total nondepreciable  

    capital assets 

 

 36,690 

 

 - 

 

 - 

 

 - 

 

 36,690 

 Depreciable capital assets      

  Building  81,022  -  -  -  81,022 

  Utility plant  262,352  -  -  -  262,352 

  Sewer plant and equipment  1,704,930  -  -  -  1,704,930 

  Office equipment  15,833  -  -  -  15,833 

  Water storage tank  78,691  -  -  -  78,691 

  Backup water storage  125,575  -  -  -  125,575 

  Emergency well  2,014,672  -  -  -  2,014,672 

  Wastewater project 

improvements 

 

 266,401 

 

 - 

 

 - 

 

 - 

 

 266,401 
      

   Total depreciable capital  

assets 

 

 4,549,476 

 

 - 

 

 - 

 

 - 

 

 4,549,476 
      

 Less accumulated depreciation  (2,190,787)  (174,851)  -  -  (2,365,638) 
      

   Total depreciable capital  

assets, net 

 

 2,358,689 

 

 (174,851) 

 

 - 

 

 - 

 

 2,183,838 
      

   Total capital assets, net $ 2,395,379 $ (174,851) $ - $ - $ 2,220,528 

 

Note E - Long-Term Debt 

 

 The changes in long-term debt for the year ended June 30, 2018 were as follows: 

 

 

Beginning 

balance Additions Reductions 

Ending 

balance 

Current 

portion 
      

$1,300,000 note payable to United States 

Department of Agriculture, annual 

principal payments on October 1, semi-

annual interest payments on April 1 and 

October 1, interest at 3.0%, secured and 

due October 1, 2050. 

 

 

 

 

 

$ 1,187,000 

 

 

 

 

 

$ - 

 

 

 

 

 

$ (21,000) 

 

 

 

 

 

$1,166,000 

 

 

 

 

 

$ 21,000 
      

 $ 1,187,000 $ - $ (21,000) $1,166,000 $ 21,000 
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Note E - Long-Term Debt (Continued) 

 

 The changes in long-term debt for the year ended June 30, 2017 were as follows: 
 

 

Beginning 

balance Additions Reductions 

Ending 

balance 

Current 

portion 
      

$1,300,000 note payable to United States 

Department of Agriculture, annual 

principal payments on October 1, semi-

annual interest payments on April 1 and 

October 1, interest at 3.0%, secured and 

due October 1, 2050. 

 

 

 

 

 

$ 1,207,000 

 

 

 

 

 

$ - 

 

 

 

 

 

$ (20,000) 

 

 

 

 

 

$1,187,000 

 

 

 

 

 

$ 21,000 
      

 $ 1,207,000 $ - $ (20,000) $1,187,000 $ 21,000 
 

 Maturities of long-term debt are as follows: 
 

Year ending June 30, Principal Interest 
   

2019 $ 21,000 $ 34,665 

2020  22,000  34,020 

2021  23,000  33,345 

2022  23,000  32,655 

2023  24,000  31,950 

2024-2028  131,000  148,365 

2029-2033  151,000  127,215 

2034-2038  175,000  102,825 

2039-2043  204,000  74,460 

2044-2048  236,000  41,550 

2049-2050  156,000  6,990 
   

 $ 1,166,000 $ 668,040 
 

Note F - Pension Plans  
 

General Information about the Pension Plans 
 

Plan Description - All qualified permanent and probationary employees are eligible to 

participate in the District’s separate Miscellaneous and PEPRA Miscellaneous Employee 

Pension Plans (the Plans), cost-sharing multiple employer defined benefit pension plans 

administered by the California Public Employees’ Retirement System (CalPERS). Benefit 

provisions under the Plans are established by State statute and District resolution. CalPERS 

issues publicly available reports that include a full description of the pension plans regarding 

benefit provisions, assumptions and membership information that can be found on the 

CalPERS website. 
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Note F - Pension Plans (Continued) 

 

Benefits Provided - CalPERS provides service retirement and disability benefits, annual cost 

of living adjustments and death benefits to plan members, who must be public employees and 

beneficiaries. Benefits are based on years of credited service, equal to one year of full time 

employment. Miscellaneous plan members with five years of total service are eligible to retire 

at age 50 with statutorily reduced benefits. PEPRA Miscellaneous plan members with five 

years of total service are eligible to retire at age 52 with statutorily reduced benefits. All 

members are eligible for non-duty disability benefits after 10 years of service. The death 

benefit is one of the following: the Basic Death Benefit, the 1957 Survivor Benefit, or the 

Optional Settlement 2W Death Benefit. The cost of living adjustments for the Plans are applied 

as specified by the Public Employees’ Retirement Law.  
 

The Plan provisions and benefits in effect at June 30, 2018, are summarized as follows: 
 

 Miscellaneous 

Hire date 

Prior to  

January 1, 2013 
  

Benefit formula 2.0% @ 55 

Benefit vesting schedule 5 years of service 

Benefit payments Monthly for life 

Retirement age 50-55 

Monthly benefits, as a % of eligible compensation 1.4% to 2.4% 

Required employee contribution rates 7% 

Required employer contribution rates 8.418% 
 

 PEPRA  

Miscellaneous 

Hire date 

On or after  

January 1, 2013 
  

Benefit formula 2.0% @ 62 

Benefit vesting schedule 5 years of service 

Benefit payments Monthly for life 

Retirement age 52-62 

Monthly benefits, as a % of eligible compensation 1.0% to 2.50% 

Required employee contribution rates 6.25% 

Required employer contribution rates 6.533% 
 

In addition to the contribution rates above, the District was also required to make a payment 

of $9,299 toward its unfunded actuarial liability during the year ended June 30, 2018. All plans 

except the PEPRA plan are closed to new members that are not already CalPERS participants. 
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Note F - Pension Plans (Continued) 

 

Contributions - Section 20814(c) of the California Public Employees’ Retirement Law 

requires that the employer contribution rates for all public employers be determined on an 

annual basis by the actuary and shall be effective on the July 1 following notice of a change in 

the rate. Funding contributions for both Plans are determined annually on an actuarial basis as 

of June 30 by CalPERS. The actuarially determined rate is the estimated amount necessary to 

finance the costs of benefits earned by employees during the year, with an additional amount 

to finance any unfunded accrued liability. The District is required to contribute the difference 

between the actuarially determined rate and the contribution rate of employees.   

 

For the year ended June 30, 2018, the contributions recognized as part of pension expense for 

the Plans were as follows: 

 

 Miscellaneous 

and PEPRA 

Miscellaneous 
  

Contributions - employer $ 17,729 

Contributions - employee (paid by employer)  7,640 
  

 $ 25,369 

 

Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to 

Pensions 

 

As of June 30, 2018, the District reported net pension liabilities for its proportionate shares of 

the net pension liability of each Plan as follows: 

 

 Proportionate 

share of net 

pension liability 
  

Miscellaneous and PEPRA Miscellaneous $ 235,930 

 

The District’s net pension liability for each Plan is measured as the proportionate share of the 

net pension liability. The net pension liability of each of the Plans is measured as of June 30, 

2017, and the total pension liability for each Plan used to calculate the net pension liability was 

determined by an actuarial valuation as of June 30, 2016 rolled forward to June 30, 2017 using 

standard update procedures. The District’s proportion of the net pension liability was based on 

a projection of the District’s long-term share of contributions to the pension plans relative to 

the projected contributions of all participating employers, actuarially determined. 
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Note F - Pension Plans (Continued) 

 

The District’s proportionate share of the net pension liability for each Plan as of June 30, 2016 

and 2017 was as follows: 
 

 Miscellaneous 

and PEPRA 

Miscellaneous 
  

Proportion - June 30, 2016 0.00576% 

Proportion - June 30, 2017 0.00598% 

Change - increase (decrease) (0.00022)% 
 

For the year ended June 30, 2018, the District recognized pension expense of $44,840. At June 

30, 2018, the District reported deferred outflows of resources and deferred inflows of resources 

related to pensions from the following sources: 
 

 Deferred 

outflows of 

resources 

Deferred 

inflows of 

resources 
   

Pension contributions subsequent to measurement date $ 17,729 $ - 

Differences between actual and expected experience  336  (4,808) 

Changes in assumptions  41,637  (3,175) 

Adjustments due to differences in employers’ proportions  -  (8,762) 

Differences between the employer’s contributions and the  

     employer’s proportionate share of contributions 

 

 3,355 

 

 - 

Net differences between projected and actual earnings on  

     plan investments 

 

 9,417 

 

 - 
   

Total $ 72,474 $ (16,745) 
 

$17,729 reported as deferred outflows of resources related to contributions subsequent to the 

measurement date will be recognized as a reduction of the net pension liability in the year 

ended June 30, 2019. Other amounts reported as deferred outflows of resources and deferred 

inflows of resources related to pensions will be recognized as pension expense as follows: 
 

Fiscal year ended June 30,  
  

2019 $ 4,691 

2020  24,307 

2021  14,593 

2022  (5,591) 
  

Total $ 38,000 
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Note F - Pension Plans (Continued) 

 

Actuarial Assumptions - The total pension liabilities in the June 30, 2016 actuarial valuations 

were determined using the following actuarial assumptions: 
 

 Miscellaneous and PEPRA Miscellaneous 
  

Valuation Date June 30, 2016 

Measurement Date June 30, 2017 

Actuarial Cost Method Entry age normal cost level 

Actuarial Assumptions:   

     Discount Rate 7.15% 

     Inflation 2.75% 

     Payroll Growth 3.0% 

     Projected Salary Increase 3.2% to 12.2% (1) 

     Investment Rate of Return 7.5% (2) 

     Mortality (3) 
 

(1)  Depending on age, service and type of employment 

(2)  Net of pension plan investment expense, including inflation 

(3)  Derived using CalPERS’ membership data for all funds 
 

The underlying mortality assumptions and all other actuarial assumptions used in the June 30, 

2016 valuation were based on the results of a January 2017 actuarial experience study for the 

period 1997 to 2011. Further details of the Experience Study can found on the CalPERS 

website. 
 

Discount Rate - The discount rate used to measure the total pension liability was 7.15% for 

the Plans. To determine whether the municipal bond rate should be used in the calculation of 

a discount rate for each plan, CalPERS stress tested plans that would most likely result in a 

discount rate that would be different from the actuarially assumed discount rate. Based on the 

testing, none of the tested plans run out of assets. Therefore, the current 7.15% discount rate is 

appropriate and the use of the municipal bond rate calculation is not deemed necessary. The 

long term expected discount rate of 7.15% will be applied to all plans in the Public Employees 

Retirement Fund (PERF). The cash flows used in the testing were developed assuming that 

both members and employers will make their required contributions on time and as scheduled 

in all future years. The stress test results are presented in a detailed report called “GASB 

Crossover Testing Report” that can be obtained at the CalPERS website under the GASB 68 

Section.  
 

The long-term expected rate of return on pension plan investments was determined using a 

building-block method in which expected future real rates of return (expected returns, net of 

pension plan investment expense and inflation) are developed for each major asset class. 
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Note F - Pension Plans (Continued) 

 

In determining the long-term expected rate of return, CalPERS took into account both short-

term and long-term market return expectations as well as the expected pension fund cash flows. 

Taking into account historical returns of all the Public Employees Retirement Funds’ asset 

classes, expected compound returns were calculated over the short-term (first 10 years) and 

the long-term (11-60 years) using a building-block approach. Using the expected nominal 

returns for both short-term and long-term, the present value of benefits was calculated for each 

PERF fund. The expected rate of return was set by calculating the single equivalent expected 

return that arrived at the same present value of benefits for cash flows as the one calculated 

using both short-term and long-term returns. The expected rate of return was then set 

equivalent to the single equivalent rate calculated above and rounded down to the nearest one 

quarter of one percent. 

 

The table below reflects the long-term expected real rate of return by asset class. The rate of 

return was calculated using the capital market assumptions applied to determine the discount 

rate and asset allocation. These rates of return are net of administrative expenses.  

 

Asset Class 

Target 

Allocation 

Real Return 

Years 1 - 10 (a) 

Real Return 

Years 11+(b) 
    

Global Equity 47.00% 4.90% 5.38% 

Global Fixed Income 19.00 0.80 2.27 

Inflation Sensitive  06.00 0.60 1.39 

Private Equity 12.00 6.60 6.63 

Real Estate 11.00 2.80 5.21 

Infrastructure and Forestland 03.00 3.90 5.36 

Liquidity               2.00         (2.20) (2.70) 
    

Total              100.00%        
    

(a) An expected inflation of 2.5% used for this period.  

(b) An expected inflation of 3.0% used for this period.  

 

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the 

Discount Rate - The following presents the District’s proportionate share of the net pension 

liability for the Plans, calculated using the discount rate for the Plans, as well as what the 

District’s proportionate share of the net pension liability would be if it were calculated using a 

discount rate that is 1-percentage point lower or 1-percentage point higher than the current rate: 
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Note F - Pension Plans (Continued) 

 

 Miscellaneous 

and PEPRA 

Miscellaneous 
  

1% Decrease 6.15% 

Net pension liability $ 367,780 
  

Current discount rate 7.15% 

Net pension liability $ 235,930 
  

1% Increase 8.15% 

Net pension liability $ 126,729 
 

Pension Plan Fiduciary Net Position - Detailed information about each pension plan’s 

fiduciary net position is available in the separately issued CalPERS financial reports.  
 

Payable to the Pension Plan 
 

At June 30, 2018, the District reported no payable for the outstanding amount of contributions 

to the pension plan required for the year ended June 30, 2018. 
 

Note G - Deferred Compensation Plan 
 

 Employees of the District may participate in a deferred compensation plan created in 

accordance with Internal Revenue Code Section 457. The deferred compensation plan is 

available to all full-time employees of the District. Under the plan, employees may elect to 

defer a portion of their salaries and avoid paying taxes on the deferred portion until the 

withdrawal date. The deferred compensation amount is not available for withdrawal by 

employees until termination, death, or unforeseeable emergency. Total employee contributions 

to the plan during the years ended June 30, 2018 and 2017 were $9,805 and $11,800, 

respectively. 
 

Note H - Joint Venture (Joint Powers Agreement) 
 

The District is exposed to various risks of loss related to torts; theft of, damage to, and 

destruction of assets; errors and omissions; risk of loss to employees; and natural disasters. In 

order to insure for risks of loss, the District participates in a joint venture under a joint powers 

agreement with the Special Districts Risk Management Authority (SDRMA). The relationship 

between the District and the SDRMA is such that the SDRMA is not a component unit of the 

District for financial reporting purposes. The SDRMA arranges for and provides property, 

liability and worker’s compensation coverage for its member districts. 
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Note H - Joint Venture (Joint Powers Agreement) (Continued) 

 

Each member district pays a premium commensurate with the level of coverage requested and 

shares surpluses and deficits proportionate to their participation in the SDRMA.  The District’s 

share of surpluses and deficits cannot be determined, although District management does not 

expect such amounts, if any, to be material in relation to the financial statements. 
 

The District is covered by the following types of insurance through the SDRMA as of  
June 30, 2018: 

 
 Coverage Limits of liability 

  

General liability  $ 2,500,000 

Public officials and employees errors   2,500,000 

Personal liability coverage for board members   500,000 

Employment practices liability   2,500,000 

Employee benefits liability   2,500,000 

Employee dishonesty coverage   1,000,000 

Auto liability   2,500,000 

Uninsured/underinsured motorists    1,000,000 

Property coverage   1,000,000,000 

Boiler and machinery   100,000,000 

Workers’ compensation - statutory    Statutory 

Workers’ compensation - employers’ liability   5,000,000 

 

Note I - Governing Board 
 
 The powers of the District are exercised by a Board of Directors consisting of five directors, 

each elected for a term of four years by the qualified electors within the District.  As of June 

30, 2018, the members of the District’s Board of Directors were as follows: 
 

Directors Term expires 
  

Lucille Allee  December 2020 

Connie Gleason  December 2018 

Jeff Duke  December 2020 

Theresa Cardenas  December 2018 

Paul Robertson  December 2018 
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 2018  2017  2016  2015 
        

Proportion of the net pension liability  0.00598   0.00576   0.00536   0.00229 

        

Proportionate share of the net pension liability  235,930   200,188   146,848   142,254 

        

Covered - employee payroll  112,974   131,075   127,908   126,016 

        

Proportionate share of the net pension liability as 

     a percentage of covered - employee payroll 

 

 208.84 

  

 152.73 

  

 161.39 

  

 161.61 

        

Plan’s fiduciary net position  761,901   683,810   709,986   695,953 

        

Plan fiduciary net position as a percentage of the 

     total pension liability 

 

 322.94 

  

 341.58 

  

 483.48 

  

 489.23 

        

Notes to schedule:           
 

     Benefit changes: There have been no changes in benefits since the prior valuation. 
 

     Changes in assumptions: The discount rate was changed from 7.65% (net of administrative  

          expense) to 7.15% in the June 30, 2016 valuation. 
 

*Omitted years: GASB Statement No. 68 was implemented during the year ended June 30, 2015. 

No information was available prior to this date.  

% 

% 

% % 

% 

% 

% 

% 

% % 

% 

% 
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* 

 2018  2017  2016  2015 

Contractually required contribution  

     (actuarially determined) 

 

$ 20,555 

  

$ 14,990 

  

$ 14,025 

  

$ 11,636 

Contributions in relation to the  

     actuarially determined contributions 

 

 (17,729) 

  

 (14,990) 

  

 (14,025) 

  

 (11,636) 

            

Contribution deficiency (excess) $ 2,826  $ -  $ -  $ - 

            

Covered-employee payroll - fiscal year $ 112,974  $ 131,075  $ 133,690  $ 126,016 

            

Contributions as a percentage of  

     covered-employee payroll 

 

 15.69% 

  

 11.44% 

  

 10.49% 

  

 9.23% 

            

Notes to schedule:           

 

Methods and assumptions used to determine contribution rates: 

 

   Valuation date June 30, 2016  June 30, 2015  June 30, 2014  June 30, 2013 

   Actuarial cost method Entry age 

normal cost 

method 

 Entry age 

normal cost 

method 

 Entry age 

normal cost 

method  

Entry age 

normal cost 

method 

   Amortization method Level 

percentage of 

payroll 

 Level 

percentage of 

payroll 

 Level 

percentage of 

payroll  

Level 

percentage of 

payroll 

   Asset valuation 

method Market value 

 

Market value 

 

Market value  Market value 

   Actuarial assumptions:        

        Discount rate 7.15%  7.65%  7.65%  7.50% 

        Projected salary 

increases 

Varies by entry 

age and service 

 Varies by entry 

age and service 

 Varies by entry 

age and service  

Varies by entry  

age and service 

        Inflation 2.75%  2.75%  2.75%  2.75% 

        Payroll growth 3.00%  3.00%  3.00%  3.00% 

 

Omitted years: GASB Statement No. 68 was implemented during the year ended June 30, 2015. 

No information was available prior to that date. 
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  2018 2017 

Transmission and distribution   

 Materials, supplies and services $ 441,747 $ 187,880 

 Power  49,515  57,830 

 Water analysis and sewer inspection  27,881  29,843 

  519,143  275,553 

   

General and administrative   

 Salaries  144,902  133,929 

 Retirement  39,022  58,263 

 Employee benefits  22,808  21,896 

 Legal and accounting  16,375  29,590 

 Payroll taxes  14,839  15,347 

 Insurance   13,660  12,742 

 Directors fees and travel  6,684  7,147 

 Fuel  6,014  9,827 

 Fees  3,809  5,273 

 Utilities  3,161  3,691 

 Office  1,617  1,477 

 Other  603  792 
   

  273,494  299,974 

   

Depreciation  174,162  174,851 

   

 $ 966,799 $ 750,378 


