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mW BARTLETT. PRINGLE & WOLF. LLP 
~ CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Goleta West Sanitary District: 

Report on the Financial Statements 

We have audited the accompanying financial statements of the Goleta West Sanitary District (the 
"District") as of and for the years ended June 30, 2017 and 2016, and the related notes to the 
financial statements, which collectively comprise Goleta West Sanitary 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 as well as 
the accounting systems prescribed by the State Controller's Office and state regulations governing 
special districts; 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. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America, and the State Controller's Minimum Audit Requirements for California Special Districts. 
Those standards require that we plan and perform the audits 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 auditor ' s judgment , including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making thos e risk assessments, the auditor considers internal control relevant to the entity' s 
preparation and fair pres entation 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 manag ement, as well as evaluating the overall presentation 
of the financial statements. 

We believe that the audit evidence we have obtain ed is sufficient and appropriate to provide a basis 
for our audit opinion. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Goleta West Sanitary District, as of June 30, 2017 and 2016, and the changes in 
its financial position and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America, as well as the accounting systems 
prescribed by the State Controller's Office and state regulations governing special districts. 

Other Matters 

Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the 
Management Discussion and Analysis on pages 3 through 7, the California Public Employees' 
Retirement System Schedule of Goleta West Sanitary District's Proportionate Share of the Net 
Pension Liability on page 32, the California Public Employees' Retirement System Schedule of 
Goleta West Sanitary District's Contributions on page 33, and the Other Post-Employment Benefits 
(OPEB) Plan Schedule of Funding Progress on page 34 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 audits 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. 

Other Information 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Goleta West Sanitary District's basic financial statements. The Schedule of 
Operating Expenses on page 35 is presented for the purpose of additional analysis and is not a required 
part of the basic financial statements. 

The Schedule 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 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 Schedule 
of Operating Expenses is fairly stated, in all material respects, in relation to the basic financial statements 
as a whole. 

/?)()J/fW:t.-
1
/Ji1~ r w~).1_P 

Santa Barbara, California 
December 5, 2017 
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Management's discussion and analysis of the District's financial performance provides an overview 
of the District's financial activities for the years ended June 30, 2017 and 2016. Please read it in 
conjunction with the District's financial statements, which follow this section. 
 
Financial Statements 
 
This discussion and analysis provides an introduction and a brief description of the District's 
financial statements, including the relationship of the statements to each other and the significant 
differences in the information they provide. The District's financial statements include five 
components: 
 

 Balance Sheet 
 Statement of Revenues, Expenses and Changes in Net Position 
 Statement of Cash Flows 
 Notes to the Financial Statements 
 Required Supplementary Information 

 
The balance sheet includes all the District's assets and liabilities, with the difference between the two 
reported as net position. Net position is classified in to the following components: 
 

 Net Investment in Capital Assets and Capacity Rights 
 Restricted  
 Unrestricted  

 
The balance sheet provides information about assets, liabilities, and net position of the District at a 
specific point in time. It is the basis for computing rate of return, evaluating the capital structure of 
the District and assessing the liquidity and financial flexibility of the District. 
 
The statement of revenues, expenses and changes in net position presents information which shows 
how the District's net assets changed during the year. All of the current year's revenues and expenses 
are recorded when the underlying transaction occurs, regardless of the timing of the related cash 
flows. The statement of revenues, expenses and changes in net position measures the success of the 
District's operations over the past year and determines whether the District has recovered its costs 
through user fees and other changes. 
 
The statement of cash flows provides information regarding the District's cash receipts and cash 
disbursements during the year. This statement reports cash activity in four categories: 
 

 Operating 
 Non-capital financing 
 Capital and related financing 
 Investing 

 
This statement differs from the statement of revenues, expenses and changes in net position because 
the statement accounts only for transactions that result in cash receipts or cash disbursements. 
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Financial Statements (Continued) 
 
The notes to the financial statements provide a description of the accounting policies used to prepare 
the financial statements and present material disclosures required by generally accepted accounting 
principles that are not otherwise present in the financial statements. 
 
Financial Highlights 
 
During the year ended June 30, 2017, the District's total net position increased by $3,443,999 
(5.8%). The District's operating revenues increased by $321,796 (8.9%) and operating expenses 
increased by $85,848 (1.6%). Non-operating income increased in the current year by $1,195,561 
(40.6%), and capital contributions increased by $437,395 (198.5%). These increases and decreases 
are discussed in further detail below.   
 
Revenue Sources and Uses 
 
The District’s financial statements classify revenues as operating or non-operating revenues.  
Operating revenues are comprised primarily of sewer service charges. The annual sewer service 
charge as of June 30, 2017 is $239 per equivalent residential unit (ERU) for all customers.  
Additional surcharges are imposed for non-residential uses and vary based on the strength of the 
wastewater. Non-operating revenues are comprised primarily of property tax revenue, connection 
fees and investment income. The annual property tax revenues are predominately based on pre-
Proposition 13 property tax allocation percentages.   
 
District revenues are deposited into various operating and reserve funds which are the sources for 
District expenditures. Operating revenues are used to cover all wastewater operation and 
maintenance expenses. Non-operating revenues are used to cover all other operation and 
maintenance expenditures which are not wastewater related (including street sweeping) and capital 
improvement projects.  The following table provides information regarding the uses of operating 
revenues. 
 

June 30, 2017 June 30, 2016 June 30, 2015

Total operating revenues 3,945,431$    3,623,635$    2,910,926$    

Wastewater O&M expenses 4,843,336      4,732,958      4,466,770      
Less: Depreciation and amortization (1,712,875)     (1,733,441)     (1,488,861)     

3,130,461      2,999,517      2,977,909      

Net wastewater operating income (loss) 814,970$      624,118$      (66,983)$       
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Financial Analysis of the Financial Statements 
 
Net Position 
 
The District's net position at June 30, 2017 totaled $63,229,665 compared to $59,785,666 at June 30, 
2016. The increase in net position can be attributed to an operating loss of $1,356,822, offset by non-
operating income of $4,143,126 and capital contributions of $657,695. 
 
The following is a summary of the District's balance sheet as of June 30, 2017 compared to June 30, 
2016 and 2015: 
 

June 30, June 30, June 30,

2017 2016 $ % 2015 $ %
Assets:

Current assets 4,342,407$     2,328,613$     2,013,794$    86.5% 3,220,611$     (891,998)$       -27.7%
Noncurrent assets:

Unrestricted assets 1,622,751 3,158,321 (1,535,570)     -48.6% 1,900,575 1,257,746       66.2%
Restricted assets 6,465,659       3,494,727       2,970,932      85.0% 2,667,937       826,790          31.0%
Dedicated assets 5,674,767       5,606,463       68,304           1.2% 5,507,012       99,451            1.8%
Capital assets, net 27,536,043     27,397,545     138,498         0.5% 26,716,773     680,772          2.5%
Capacity rights, net 19,092,485     19,355,406     (262,921)        -1.4% 19,940,912     (585,506)         -2.9%

Total Assets 64,734,112$   61,341,075$   3,393,037$    5.5% 59,953,820$   1,387,255$     2.3%

Deferred Outflows of Resources

Deferred pensions 175,874          64,290            111,584         173.6% 62,979            1,311              2.1%

Total Deferred Outflows of
   Resources 175,874$        64,290$          111,584$       173.6% 62,979$          1,311$            2.1%

Liabilities:
Current liabilities 637,570$        784,972$        (147,402)$      -18.8% 964,346$        (179,374)$       -18.6%
Long term liabilities 876,080          578,492          297,588         51.4% 540,635          37,857            7.0%

Total Liabilities 1,513,650$     1,363,464$     150,186$       11.0% 1,504,981$     (141,517)$       -9.4%

Deferred Inflows of Resources

Deferred pensions 166,671$        256,235$        (89,564)          -35.0% 301,247$        (45,012)           -14.9%

Total Deferred Inflows of
   Resources 166,671$        256,235$        (89,564)$        -35.0% 301,247$        (45,012)$         -14.9%

Net Position:
Invested in capital assets

and capacity rights 46,628,528$   46,752,951$   (124,423)$      -0.3% 46,657,685$   95,266$          0.2%
Restricted 6,465,659       3,494,727       2,970,932      85.0% 2,667,937       826,790          31.0%
Unrestricted, dedicated 5,674,767       5,606,463       68,304           1.2% 5,507,012       99,451            1.8%
Unrestricted 4,460,711       3,931,525       529,186         13.5% 3,377,937       553,588          16.4%

Total Net Position 63,229,665$   59,785,666$   3,443,999$    5.8% 58,210,571$   1,575,095$     2.7%

Change Change

 
 
Net position may serve as an indicator of a public governmental agency’s financial status. In the case 
of the District, assets and deferred outflows of resources exceeded liabilities and deferred inflows of 
resources by $63,229,665 as of June 30, 2017.   
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Net Position (Continued) 
 
With a total of $46,628,528 as of June 30, 2017, the largest portion of the District’s total net position 
reflects its investment in capital assets and capacity rights related to the Goleta Sanitary District 
(GSD) treatment facility.  The District uses these capital assets to provide service to its customers; 
consequently, these assets are not available for future spending. 
 
Restricted net position represents assets which are required by external parties to be used for specific 
purposes, less any liabilities payable from those assets. The restricted net position of $6,465,659 as 
of June 30, 2017, and $3,494,727 at June 30, 2016 must be used for specified purposes, as described 
in more detail in Note 6. 
 
Unrestricted net position consists of assets and liabilities that do not meet the definition of net 
investment in capital assets, or restricted net position. The Board of Directors has dedicated certain 
portions of its unrestricted net position for specific uses, which are classified in the balance sheet as 
unrestricted, dedicated. Note 6 contains more detailed information regarding the nature of these 
dedications.   
 
Changes in Net Position 
 

The District reported a change in net position of $3,443,999 for the year ended June 30, 2017. Total 
change in net position was $1,575,095 and $3,885,480 for the fiscal years ended June 30, 2016 and 
2015, respectively. The following is a summary of the District's statement of revenues, expenses and 
changes in net position for the years ended June 30, 2017, 2016 and 2015. 
 

June 30, June 30, June 30,
2017 2016 $ % 2015 $ %

Operating revenues 3,945,431$       3,623,635$     321,796$        8.9% 2,910,926$     712,709$      24.5%
Operating expenses 5,302,253         5,216,405       85,848            1.6% 4,917,909       298,496        6.1%

Total Operating Loss (1,356,822)        (1,592,770)      235,948          -14.8% (2,006,983)      414,213        -20.6%

Non-operating income 4,143,126         2,947,565       1,195,561       40.6% 5,827,603       (2,880,038)   -49.4%

Change in net position before
 contributions 2,786,304         1,354,795       1,431,509       105.7% 3,820,620       (2,465,825)   -64.5%

Capital contributions 657,695            220,300          437,395          198.5% 64,860            155,440        239.7%

Change in net position 3,443,999         1,575,095       1,868,904       118.7% 3,885,480       (2,310,385)   -59.5%

Net Position at Beginning of Year,
as Originally Presented 59,785,666       58,210,571     1,575,095       2.7% 55,114,214     3,096,357     5.6%

Prior Period Adjustment -                        -                      -                     0.0% (789,123)         789,123        100.0%

Net Position at Beginning of Year,
as Restated 59,785,666       58,210,571     1,575,095       2.7% 54,325,091     3,885,480     7.2%

Net Position at End of Year, 63,229,665$     59,785,666$  3,443,999$    5.8% 58,210,571$  1,575,095$   2.7%

Change Change

 
 
Operating revenues increased by $321,796 between the fiscal years ended June 30, 2017 and June 
30, 2016 primarily due to an increase in the annual sewer service charge. 
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Changes in Net Position (Continued) 
 

Operating expenses were very comparable between the fiscal years ended June 30, 2017 and June 
30, 2016, with an increase of only $85,848. See the supplemental schedule of operating expenses on 
page 35 of the financial statements for more detailed information.  
 

The increase in non-operating revenues during the year of $1,195,561 (40.6%) was driven by  high 
connection fee revenues which increased by $1,085,999. The District received approximately 
$1,300,000 in connection fees related to three large developments in 2016/2017, in addition to 
various other smaller amounts. 
 

Contributed capital represents infrastructure dedicated to the District by developers. The District 
received $657,695 of contributed capital during the year ended June 30, 2017 compared to $220,300 
and $64,860 for the years ended June 30, 2016 and 2015, respectively.  
 
Capital Assets 
 

At June 30, 2017, the District had invested $40,465,748 in gross capital assets. This amount 
represents an increase of $510,041 (1.3%) from the prior year. The following is a summary of the 
capital assets at June 30, 2017, 2016, and 2015, respectively. 
 

June 30, June 30, June 30,

2017 2016 $ % 2015 $ %

Structures and improvements -$                    -$                    -$                 100.0% 16,637$          (16,637)$         100.0%
Infrastructure 37,188,443     37,123,275     65,168          0.2% 35,835,273     1,288,002       3.6%
General operating equipment 1,637,088       1,655,534       (18,446)        -1.1% 1,488,660       166,874          11.2%
Office equipment & furniture 133,593          107,142          26,451          24.7% 205,210          (98,068)           -47.8%
Construction in progress 1,506,624       1,069,756       436,868        40.8% 765,112          304,644          39.8%

Total Capital Assets 40,465,748$   39,955,707$   510,041$      1.3% 38,310,892$   1,644,815$     4.3%

Change Change

 

 
In fiscal year 2016/2017, the District continued to incur costs related to the Pump Station Upgrade, 
Administrative Building, Phelps Road, Phase VI Pipeline, and 6-inch Sewer Main Replacement 
projects, which make up the increase in construction in progress noted in the table above.  The 
District also recorded contributed capital to infrastructure in the amount of $657,695, which was 
mostly offset by the disposition of assets no longer in use. See Note 5 for additions, disposals, and 
transfers by asset classification.  
 
Economic Factors and Budget 
 
The Board of Directors has approved the budget for the 2017/2018 fiscal year. The budgeted 
operating expenses total $4,130,544, not including depreciation and amortization. The District has 
approved a capital budget for the upgrade and replacement of capital assets (including capacity 
rights) necessary for the collection and treatment of sewage in the amount of $5,183,000. 
 



ASSETS 2017 2016

Current Assets:
Cash and cash equivalents (note 2) 4,066,474$      2,085,063$      
Interest receivable 23,119             26,015             
Connection fees receivable, current portion (note 3) 178,570           178,570           
Other current assets 74,244 38,965

     Total current assets 4,342,407        2,328,613        

Restricted Assets:
Investments, restricted (note 6) 6,465,659        3,494,727        

     Total restricted assets 6,465,659        3,494,727        

Long-term Assets:
Cash and cash equivalents, dedicated (note 6) 515,255           -                       
Investments, dedicated (note 6) 5,159,512        5,606,463        
Investments, unrestricted, undedicated -                       1,394,605        
Connection fees receivable, net of current portion (note 3) 1,112,541        1,253,506        
Prepaid other post employement benefits (note 9) 510,210 510,210
Capital assets, net of depreciation (note 5) 26,029,419      26,327,789      
Construction in progress (note 5) 1,506,624        1,069,756        
Capacity rights, net of amortization (note 4) 19,092,485      19,355,406      

     Total long-term assets 53,926,046      55,517,735      

Total assets 64,734,112      61,341,075      

Deferred pensions (note 7) 175,874           64,290

Total deferred outflows of resources 175,874           64,290             

Total assets and deferred outflows of resources 64,909,986$   61,405,365$    

GOLETA WEST SANITARY DISTRICT
BALANCE SHEET

June 30, 2017 and 2016

DEFERRED OUTFLOWS OF RESOURCES

See accompanying notes
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LIABILITIES 2017 2016

Current Liabilities:
Accounts payable 365,785$         287,858$         
Unearned revenue -                       156,125           
Customer deposits 1,000               1,000               
Compensated absences 270,785           339,989           

Total current liabilities 637,570           784,972           

Long Term Liabilities:
Net pension liability (note 7) 876,080           578,492

Total long term liabilities 876,080           578,492           

Total liabilities 1,513,650        1,363,464        

DEFERRED INFLOWS OF RESOURCES 

Deferred pensions (note 7) 166,671           256,235           

Total deferred inflows of resources 166,671           256,235           

NET POSITION

Net Position (notes 1 and 6):
Net investment in capital assets and capacity rights 46,628,528      46,752,951      
Restricted 6,465,659        3,494,727        
Unrestricted, dedicated 5,674,767        5,606,463        
Unrestricted, undedicated 4,460,711        3,931,525        

Total net position 63,229,665      59,785,666      

Total liabilities, deferred inflows of resources, 
   and net position 64,909,986$   61,405,365$    

GOLETA WEST SANITARY DISTRICT
BALANCE SHEET

June 30, 2017 and 2016

See accompanying notes
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2017 2016
Operating Revenues:

Service charges 3,708,829$      3,381,600$      
Permits, annexation, plan check and inspection fees 79,738             47,390             
Other operating revenue 156,864           194,645           

     Total operating revenues 3,945,431        3,623,635        

Operating Expenses:
Sewage collection 1,665,978        1,653,647        
Sewage treatment 2,437,708        2,426,926        
General and administrative 739,650           652,385           
Other operating expenses 458,917           483,447           

     Total operating expenses 5,302,253        5,216,405        

          Operating loss (1,356,822)       (1,592,770)       

Nonoperating Revenue (Expense):
Taxes and assessments 2,573,755        2,405,767        
Loss on disposal of assets (5,091)              (10,787)            
Connection fees 1,521,362        435,363           
Investment income 53,100             117,222           

     Total non-operating revenue 4,143,126        2,947,565        

Change in net position before contributions 2,786,304        1,354,795        

Capital contributions 657,695           220,300           

Change in net position 3,443,999        1,575,095        

Net position at beginning of year 59,785,666      58,210,571      

Net position at end of year 63,229,665$   59,785,666$    

GOLETA WEST SANITARY DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

For the years ended June 30, 2017 and 2016

See accompanying notes
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2017 2016

Cash Flows from Operating Activities:
Cash received from customers 3,789,306$     3,606,174$     
Cash payments to suppliers for goods and services (2,305,227)      (2,537,301)      
Cash payments to employees for services (1,119,914)      (1,021,899)      

Net cash provided by operating activities 364,165          46,974            

Cash Flows from Noncapital Financing Activities
Cash received for taxes and assessments 2,573,755       2,405,767       

Net cash provided by noncapital financing activities 2,573,755       2,405,767       

Cash Flows from Capital and Related Financing Activities:
Purchase of capital assets (570,151)         (1,575,046)      
Proceeds from disposal of capital assets -                      2,900              
Cost related to capacity rights (460,050)         (141,470)         
Proceeds from connection fees 1,662,327       572,222          

Net cash provided (used) by capital and related financing
activities 632,126          (1,141,394)      

Cash Flows from Investing Activities:
Purchase of investments and securities (8,688,121)      (7,836,654)      
Proceeds from sales of investments and securities 7,489,670       4,716,689       
Investment income received 125,071          87,882            

Net cash used by investing activities (1,073,380)      (3,032,083)      

Net increase (decrease) in cash 2,496,666       (1,720,736)      

Cash – beginning of year 2,085,063       3,805,799       

Cash – end of year 4,581,729$     2,085,063$     

For the years ended June 30, 2017 and 2016

GOLETA WEST SANITARY DISTRICT
STATEMENT OF CASH FLOWS

See accompanying notes
- 11 -



GOLETA WEST SANITARY DISTRICT 

NOTES TO FINANCIAL STATEMENTS 

 

 
- 12 - 

 

 
Note 1 – Reporting Entity and Summary of Significant Accounting Policies 
 

Operations 
 

The Goleta West Sanitary District (the District) is a special district in Santa Barbara County, 
California. It was formed to provide wastewater disposal and street cleaning services to those 
properties within its boundaries. 
 
While the District does not operate its own wastewater treatment plant, Goleta West Sanitary 
District has capacity rights to 40.78% of the total capacity of the Goleta treatment plant under 
an agreement dated January 13, 1956. 
 
Basis of Accounting and Measurement Focus 
 

The District reports its activities as an enterprise fund, which is used to account for operations 
that are financed and operated in a manner similar to private business enterprise, where the 
intent of the District is that the costs, including depreciation, of providing goods and services 
to the general public on a continuing basis be financed or recovered primarily through user 
charges. These financial statements are presented on the accrual basis of accounting. Under 
the accrual basis of accounting, revenues are recognized when they are earned and expenses 
are recognized when they are incurred. An enterprise fund is accounted for on the "flow of 
economic resources" measurement focus. This means that all assets and liabilities, whether 
current or long term, are included on the balance sheet.  
 
The District distinguishes operating revenues and expenses from non-operating items. 
Operating revenues and expenses generally result from providing services and the producing 
and delivering of goods in connection with the District's principal ongoing operations. All 
revenues and expenses not meeting this definition are reported as non-operating revenues and 
expenses. 
 

The financial statements of the District have been prepared in conformity with Generally 
Accepted Accounting Principles (GAAP).  The Governmental Accounting Standards Board 
(GASB) is the accepted standard setting body for establishing governmental accounting 
financial reporting principles.   
 
Budget 
 

The District prepares an annual budget which estimates major sources of revenue, expenses 
and additions to or uses of reserves. The budget is filed with Santa Barbara County (the 
County). The Board of Directors has the power to amend the budget during the year.  
 
Cash 
 

For purposes of the statement of cash flows, the District considers all highly liquid debt 
instruments with an original maturity of three months or less and not subject to early 
withdrawal penalties to be cash equivalents. Restricted cash is included. 
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Note 1 – Reporting Entity and Summary of Significant Accounting Policies (Continued) 
 

Investments 
 

Investments are reported at fair value based on quoted market prices. 
 

Capital Assets 
 

Capital assets purchased by the District are recorded at cost. Donated assets are recorded at 
estimated fair market value as of the date of acquisition. The District depreciates its fixed 
assets by the straight-line method over periods of 3 to 75 years, depending on the estimated 
useful life of the asset. 
 
Net Position 
 

Net position represents the difference between assets and liabilities and is classified into three 
components as follows:  
 
Net investment in capital assets and capacity rights – This component of net position consists 
of capital assets and capacity rights, net of accumulated depreciation and amortization, 
reduced by the outstanding balances of any borrowings used for the acquisition, construction 
or improvement of those assets. Net investment in capital assets and capacity rights excludes 
unspent debt proceeds. The District does not have any capital related debt. 
 
Restricted – This component of net position consists of assets which are legally restricted by 
outside parties for use for a specific purpose.  
 
Unrestricted – This component of net position consists of net position that does not meet the 
definition of “restricted” or “net investment in capital assets.” Dedicated net position 
represents unrestricted assets which are segregated by the Board of Directors for specific 
future uses. 
 
When an expense is incurred for purposes for which both unrestricted and restricted resources 
are available for use, it is the District's policy to apply restricted assets first, then unrestricted 
resources. 
 
Revenue Recognition – Property Taxes and Services Charges 
 

Property taxes and user sewer service charges are collected on the tax rolls of the County of 
Santa Barbara. The District receives an allocation of general property taxes. Sewer service 
charges are based upon the total number of equivalent residential units (ERU’s) connected to 
the sewers of the District. Commercial properties are charged based upon loading factors and 
water consumption. Single family dwellings are charged one ERU unless there is a separate 
living quarter with a separate kitchen, in which case the charge is two ERU’s.  Multi-unit 
dwellings are charged one ERU per living quarter. The property taxes and service charges are 
recognized when they have been collected by the County and are available for distribution to 
the District. 
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Note 1 – Reporting Entity and Summary of Significant Accounting Policies (Continued) 
 

Connection Fees 
 

Connection fees are one-time capacity charges imposed at the time a structure is connected to 
the District’s system, or an existing connection is expanded or increased. These funds are 
restricted and may be used to finance the expansion or upgrade of existing facilities that will 
benefit new customers including collection system improvements and treatment system 
upgrades.  
 

The District has one long-term connection fee payment arrangement which is recorded at the 
net present value of future cash flows, calculated at the effective interest rate at the time of 
the contract execution. The difference between the nominal value and the present value of 
this receivable is amortized over the contract period using the effective interest rate method. 
The amortization is recognized as interest income. 
 
Unearned Revenue 
 

Unearned revenue represents payments received for services to be provided in a future fiscal 
year.  
 
Estimates 
 

Management uses estimates and assumptions in preparing financial statements. Those 
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure 
of contingent assets and liabilities, and the reported revenues and expenses. Significant 
estimates used in preparing these financial statements include useful lives of capitalized 
assets, the net pension liability, and the liability for other postemployment benefits. It is at 
least reasonably possible that the significant estimates used will change within the next year.  

 
Other Post Employment Benefits 
 

The District accounts for its other post employment benefits (OPEB) in accordance with 
Government Accounting Standards Board (GASB) Statement No. 45, Accounting and 
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. This 
Statement requires that the District account for, and report, the annual cost of other 
postemployment benefits and the outstanding obligations and commitments related to OPEB 
in the same manner as it currently does for pensions. The Statement does not require that the 
District fund their OPEB plans, only that it accounts for them and reports them. OPEB 
generally consists of health insurance and dental, vision, prescription, or other healthcare 
benefits provided to eligible retirees, including their beneficiaries in some cases. The 
District’s OPEB plan is administered by the California Employers’ Retiree Benefit Trust 
(CERBT) Program and consists of a postretirement medical program for retired members and 
their eligible dependents. See Note 9 for further details.  
 
Pensions 
 

For purposes of measuring the net pension liability and deferred outflows/inflows of 
resources related to pensions, and pension expense, information about the fiduciary net 
position of the District’s Health’s California Public Employees’ Retirement System 
(CalPERS) plans (Plans) and additions to/deductions from the Plans’ 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 1 – Reporting Entity and Summary of Significant Accounting Policies (Continued) 

 
Implementation of New Accounting Pronouncements 
 

For the year ended June 30, 2017, the District implemented the following Governmental 
Accounting Standards Board (GASB) Pronouncement: 
 
Statement No. 82 Pension Issues – an amendment of GASB Statements No. 67, No. 68, and 
No. 73 addresses issues regarding the presentation of payroll-related measures in required 
supplementary information, the selection of assumptions and the treatment of deviations from 
the guidance in an Actuarial Standard of Practice for financial reporting purposes, and the 
classification of payments made by employers to satisfy employee (plan member) 
contribution requirements. The adoption of this standard did not have a material effect on the 
District’s financial statements.  

 
Future Governmental Accounting Standards Board (GASB) Statements 
 

The Governmental Accounting Standards Board Statements listed below will be implemented 
in future financial statements. These statements will be evaluated by the District to determine 
if they will have a material impact to the financial statements once effective.  
 
Statement No. 75 (GASB 75), Accounting and Financial Reporting for Postemployment 
Benefit Plans Other than Pension Plans replaces Statement No. 45, Accounting and 
Financial Reporting by Employers for Postemployment Benefits Other than Pensions. It 
establishes standards for recognizing and measuring liabilities, deferred outflows of 
resources, deferred inflows of resources, and expense/expenditures for other postemployment 
benefits (OPEB). In addition, GASB 75 details the recognition and disclosure requirements 
for employers with payables to defined benefit OPEB plans and that administered through 
trusts that meet the specified criteria and for employers whose employees are provided with 
defined contribution OPEB. GASB 75 will be effective for the District beginning with its 
year ending June 30, 2018. 

 
Statement No. 85 (GASB 85), Omnibus 2017, addresses practice issues that have been 
identified during implementation and application of certain GASB statements. This Statement 
addresses a variety of topics including issues related to blending component units, goodwill, 
fair value measurement and application, and postemployment benefits (pensions and other 
postemployment benefits [OPEB]). The requirements of this Statement will be effective for 
the District beginning with its year ending June 30, 2018. 
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Note 2 – Cash and Investments 
 

Cash and investments are comprised of the following at June 30, 2017 and 2016: 
 

  

2017 2016

Petty cash 210$              210$             
Deposits with financial institutions 4,214,010 1,732,309
Cash held in investment account 367,509 352,544

Total cash and equivalents 4,581,729 2,085,063
Investments, non-cash equivalents 11,625,171 10,495,795    

Total cash and investments 16,206,900$  12,580,858$  
 

 
Custodial Credit Risk 
 

Deposits are exposed to custodial credit risks if they are uninsured and uncollateralized. 
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository 
financial institution, the District will not be able to recover its deposits or will not be able to 
recover collateral securities that are in the possession of an outside party. Investment 
securities are exposed to custodial credit risk if the securities are uninsured, are not registered 
in the name of the District and are held by either the counter-party or the counter-party’s trust 
department or agent but not in the District’s name. 
 

All cash and investments are entirely insured or collateralized. The California Government 
Code requires California banks and savings and loans associations to secure the District’s 
deposits by pledging government securities, which equal at least 110% of the District's 
deposits. California law also permits financial institutions to secure District's deposits by the 
pledging of first trust deed mortgage notes in excess of 150% of the District's deposits. The 
District may waive collateral requirements for deposits that are fully insured up to $250,000 
by the Federal Deposit Insurance Corporation (FDIC).All of the District’s investments are 
held in the name of the District with the District’s custodial bank or by the District’s 
counterparty’s trust department. 

 
Investments Authorized by the District’s Investment Policy 
 

The District’s investment policy is to invest funds in a manner which will provide maximum 
security while meeting the daily cash flow demands of the District, earning the highest 
investment return and conforming to all statutes governing the investment of District funds.  
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Note 2 – Cash and Investments (Continued) 
 

The following table identifies the investment types that are authorized by the District’s 
investment policy as of June 30, 2017. 

 
Maximum 
Percentage 

Maximum 
Investment 

of Portfolio One Issuer
U.S. and State of California Treasury Obligations 5 years None None
State of California Agency Obligations, including pooled
  investment accounts by State or Local Agencies 5 years None None
U.S. Agency Obligations 5 years None None
Banker's Acceptances 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates of Deposit 5 years 30% 5%
Repurchase Agreements 5 years None 5%
Corporate and Depository Institution Debt Securities 5 years 30% 5%
Money Market Mutual Funds N/A 20% 5%
Mortgage Securities 5 Years 30% 5%

Authorized
Investment Type

Maximum
Maturity

 
 

Fair Value of Investments 
 

The District measures and records its investments using fair value measurement guidelines 
established by generally accepted accounting principles.  These guidelines recognize a three-
tiered fair value hierarchy, as follows: 
 

 Level 1:  Quoted prices for identical investments in active markets; 
 Level 2:  Observable inputs other than quoted market prices; and, 
 Level 3:  Unobservable inputs. 
 

At June 30, 2017 the District had the following recurring fair value measurements: 
 

Total
Investment Type Fair value Level 1 Level 2 Level 3
US Treasury Note 3,205,749$    3,205,749$    -$                   -$                   
Federal agency bonds 3,814,902      -                     3,814,902      -                     
Corporate bonds 1,546,163      -                     1,546,163      -                     
Certificates of deposit 1,170,000      -                     1,170,000      -                     
Commercial paper 1,888,357      -                     1,888,357      -                     
     Total 11,625,171$  3,205,749$    8,419,422$    -$                   
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Note 2 – Cash and Investments (Continued) 
 

At June 30, 2016 the District had the following recurring fair value measurements: 
 

Total
Investment Type Fair value Level 1 Level 2 Level 3
US Treasury Note 6,124,399$    6,124,399$    -$                   -$                   
Federal agency bonds 1,982,236      -                     1,982,236      -                     
Corporate bonds 893,145         -                     893,145         -                     
Certificates of deposit 500,240         -                     500,240         -                     
Commercial paper 995,775         -                     995,775         -                     
     Total 10,495,795$  6,124,399$    4,371,396$    -$                   

 
 

US Treasury notes are valued using prices quoted in active markets for those securities.  
Federal agency bonds, corporate bonds, and certificates of deposit are valued using various 
market and industry inputs. Commercial paper is valued using matrix pricing.  

 
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 longer term investments and by timing cash flows from maturities so that a portion 
of the portfolio is maturing or coming close to maturity evenly over time as necessary to 
provide the cash flow and liquidity needed for operations. 
 

As of June 30, 2017, the District had the following investments: 
 

Remaining Maturity (in Months)
Carrying 6 Months 7-12 13-36 More than

Investment Type Amount or Less Months Months 36 Months
US Treasury Note 3,205,749$   969,129$      -$                 2,236,620$   -$                 
Federal agency bonds 3,814,902     224,840        1,145,687     2,444,375     -                   
Corporate bonds 1,546,163     174,898        764,443        606,822        -                   
Certificates of deposit 1,170,000     670,177        249,970        249,853        -                   
Commercial paper 1,888,357     1,640,685     247,672        -                   -                   
     Total 11,625,171$ 3,679,729$   2,407,772$   5,537,670$   -$                 

 
 
As of June 30, 2016, the District had the following investments: 
 

Remaining Maturity (in Months)
Carrying 6 Months 7-12 13-36 More than

Investment Type Amount or Less Months Months 36 Months
US Treasury Note 6,124,399$   -$                 1,906,256$   4,218,143$   -$                 
Federal agency bonds 1,982,236     350,189        -                   1,632,047     -                   
Corporate bonds 893,145        120,126        -                   773,019        -                   
Certificates of deposit 500,240        500,240        -                   -                   -                   
Commercial paper 995,775        498,655        497,120        -                   -                   
     Total 10,495,795$ 1,469,210$  2,403,376$  6,623,209$   -$                
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Note 2 – Cash and Investments (Continued) 

 
Investments with Fair Values Highly Sensitive to Interest Rate Fluctuation 
 

The District did not have any investments considered to be highly sensitive to interest rate 
fluctuations at June 30, 2017. 
 
Concentration of Credit Risk 
 

The investment policy of the District limits the investment in securities of any non-
governmental issuer to 5% of the District’s portfolio. 

 
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 
the California Government Code and the District’s investment policy, and the actual rating as 
of fiscal year end for each investment type. 

 

Carrying Minimum Rating as of  June 30, 2017

Amount Rating AAA / A-1 AA A Not Rated

US Treasury Note 3,205,749$      * N/A -$                   3,205,749$    -$                   -$               
Federal agency bonds 3,814,902        N/A -                     3,814,902      -                     -                 
Corporate bonds 1,546,163        A 99,703           469,047         977,413          -                 
Certificates of deposit 1,170,000        A 920,147.00    -                    249,853          -                 
Commercial paper 1,888,357        A-1 1,888,358      -                    -                     -                 

     Total 11,625,171$  2,908,208$  7,489,698$ 1,227,266$  -$             

* Exempt from Disclosure

 
Carrying Minimum Rating as of June 30, 2016

Amount Rating AAA / A-1 AA A Not Rated

US Treasury Note 6,124,399$      * N/A -$                   6,124,399$    -$                   -$               
Federal agency bonds 1,982,236        N/A -                     1,982,236      -                     -                 
Corporate bonds 893,145           A 100,399         672,620         120,126          -                 
Certificates of deposit 500,240           A -                     -                    500,240          -                 
Commercial paper 995,775           A-1 995,775         -                    -                     -                 
     Total 10,495,795$  1,096,174$ 8,779,255$ 620,366$     -$            

* Exempt from Disclosure

 
 

Note 3 – Connection Fees Receivable 
 
The District entered into an arrangement with the University of California, Santa Barbara, to 
allow payment of a connection fee in ten annual installments of $178,570, payable each July 
1 beginning on July 1, 2015. The connection fee receivable is recorded on the balance sheet 
at the net present value of the future cash flows, calculated at the effective interest rate at the 
time of the contract execution (3%.)  
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Note 3 – Connection Fees Receivable (Continued) 

 
The following table presents the nominal and present values as of June 30: 
 

2017 2016
Connection fees receivable 1,428,559$      1,607,129$      
Discount (137,448)         (175,053)         

Net present value 1,291,111$      1,432,076$      
 

 
 
Note 4 – Capacity Rights 
 
  The District has capacity rights to 40.78% of the total capacity of the Goleta treatment plant 

operated by Goleta Sanitary District. As part of the agreement on capacity rights, Goleta 
West Sanitary District pays for 40.78% of any capital improvements to the treatment plant, 
35% of any outfall improvements and a share of the operating expenses based on flow 
actually utilized. Amounts paid to Goleta Sanitary District for capital improvements are 
considered to be intangible assets and are amortized over a five to forty year time period 
based on the estimated useful life of the capital improvement. 

 

  The following is a summary of changes in capacity rights for the year ended June 30, 2017: 
 

Balance Balance
June 30, 2016 Additions Disposals Transfers June 30, 2017

Capacity rights 28,195,924$ 460,050$      (26,188)$   -$            28,629,786$ 
Accumulated amortization (8,840,518)    (722,971)       26,188       -              (9,537,301)    

   Net capacity rights 19,355,406$ (262,921)$     -$              -$            19,092,485$ 

 
The following is a summary of changes in capacity rights for the year ended June 30, 2016: 

 

Balance Balance
June 30, 2015 Additions Disposals Transfers June 30, 2016

Capacity rights 28,142,829$ 141,470$      (88,375)$   -$            28,195,924$ 
Accumulated amortization (8,201,917)    (726,976)       88,375       -              (8,840,518)    

   Net capacity rights 19,940,912$ (585,506)$     -$              -$            19,355,406$ 
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Note 5 – Capital Assets 
 

The following is a summary of changes in capital assets for the year ended June 30, 2017: 
 

Balance Balance
June 30, 2016 Additions Disposals Transfers June 30, 2017

Infrastructure 37,123,275$ 689,737$    (624,569)$  -$                 37,188,443$ 
General operating equipment 1,655,534     4,644          (23,090)      -                   1,637,088     
Office equipment and furniture 107,142        27,648        (1,197)        -                   133,593        
Construction in progress 1,069,756     436,868      -                 -                   1,506,624     

Capital assets 39,955,707   1,158,897   (648,856)    -                   40,465,748   

Accumulated depreciation (12,558,162)  (1,015,307)  643,764      -                   (12,929,705)  

   Net capital assets 27,397,545$ 143,590$    (5,092)$      -$                 27,536,043$ 

 
 

The following is a summary of changes in capital assets for the year ended June 30, 2016: 
 

Balance Balance
June 30, 2015 Additions Disposals Transfers June 30, 2016

Structures and improvements 16,637$        -$                -$               (16,637)$      -$                  
Infrastructure 35,835,273   243,699      (81,583)      1,125,886     37,123,275   
Equipment 1,488,660     57,743        -                 109,131        1,655,534     
Office equipment and furniture 205,210        3,469          -                 (101,537)      107,142        
Construction in progress 765,112        1,421,487   -                 (1,116,843)   1,069,756     

   Capital assets 38,310,892   1,726,398   (81,583)      -                   39,955,707   

Accumulated depreciation (11,594,119)  (1,031,937)  67,894        -                   (12,558,162)  

   Net capital assets 26,716,773$ 694,461$    (13,689)$    -$                 27,397,545$ 

 
 
Note 6 – Net Position 
 

Net position consists of the following at June, 30 2017 and 2016:

2017 2016

Net investment in capital assets and capacity rights 46,628,528$  46,752,951$  

Restricted:
Capacity fees for collection system/plant 
     reserve  (Fund 4932) 2,382,243      954,561         
Capital and treatment plant upgrade
     reserve (Fund 4935) 4,083,416      2,540,166      

Total restricted net position 6,465,659      3,494,727      
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Note 6 – Net Position (Continued) 

 
2017 2016

Dedicated by Board of Directors:
Property tax reserve (Fund 4910) 1,646,418      2,186,388      
Equipment/vehicle replacement reserve (Fund 4960) 392,930         321,488         
Building replacement reserve (Fund 4965) 3,635,419      3,098,587      

Total dedicated net position 5,674,767      5,606,463      

Unrestricted, undedicated 4,460,711    3,931,525     

Total net position 63,229,665$  59,785,666$  
 

  
 
Note 7 – Pension Plan 
 

Plan Description – All qualified employees are eligible to participate in the District’s 
Miscellaneous Employee Pension Plan, a cost-sharing multiple employer defined benefit 
pension plan administered by the California Public Employees’ Retirement System 
(CalPERS). Benefit provisions under the Plan are established by State statute and local 
government 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. Eligible employees hired after 
January 1, 2013 that are considered new members as defined by the Public Employees’ 
Pension Reform Act (PEPRA) participate in the PEPRA Miscellaneous Plan. 
 
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, as discussed above. Members 
with five years of total service are eligible to retire at age 50 or 52 if in the PEPRA 
Miscellaneous Plan with statutorily reduced benefits. An optional benefit regarding sick leave 
was adopted. Any unused sick leave accumulates at the time of retirement will be converted 
to credited service at a rate of 0.004 years of service for each day of sick leave. All members 
are eligible for non-duty disability benefits after 10 years of service. The system also provides 
for the Optional Settlement 2W Death Benefit, as well as the 1959 Survivor Benefit. The cost 
of living adjustments for all plans are applied as specified by the Public Employees’ 
Retirement Law. 
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Note 7 – Pension Plan (Continued) 
 

The Plan’s provisions and benefits in effect at June 30, 2017 and 2016, are summarized as 
follows: 
 

Hire date Prior to January 1, 2013 On or after January 1, 2013
Benefit formula 2% @ 55 2% @ 62
Benefit vesting schedule 5 years of service 5 years of service
Benefit payments monthly for life monthly for life
Retirement age 50 - Minimum 52 - Minimum
Monthly benefits, as a % of eligible 
compensation

1.4% to 2.4% 1.0% to 2.5%

Required employee contribution rates
  2017 7.00% 6.50%

  2016 7.00% 6.50%

Required employer contribution rates
  2017 11.87% 6.93%
  2016 10.43% 6.73%

Miscellaneous Plan

 
 
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 the Plan 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. 
Beginning in fiscal year 2016, CalPERS collects employer contributions for the Plan as a 
percentage of payroll for the normal cost portion as noted in the rates above, and as a dollar 
amount for contributions toward the unfunded liability. The District’s required contribution 
for the unfunded liability was $10,986 and $4,981 for the fiscal years ended June 30, 2017 
and 2016, respectively. 

 

Classic Plan participants are required to contribute 7% of their annual covered salary and 
PEPRA participants are required to contribute 6.5%. Participants in the classic Plan 
contribute 3.5% of their salary for the first five years. The District makes the remaining 
contributions required of classic Plan members on their behalf and for their account. These 
contributions made on behalf of employees are included in operating expenses on the 
statement of revenues, expenses, and changes in net position, but are not included in pension 
expense as disclosed below. The District does not pay any portion of the required participant 
contributions on behalf of PEPRA members.  

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

As of June 30, 2017, the District reported a liability of $876,080 for its proportionate share of 
the net pension liability. The net pension liability was measured as of June 30, 2016, and the 
total pension liability for all Plans used to calculate the net pension liability was determined 
by an actuarial valuation as of June 30, 2015 rolled forward to June 30, 2016 using standard 
update procedures.  
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Note 7 – Pension Plan (Continued) 
 

The District’s proportion of the net pension liability was based on a projection of their long-
term share of contributions to the pension plans relative to the projected contributions of all 
participating employers, as actuarially determined.  

 
The District’s proportionate shares of the net pension liability for all Plans with an actuarial 
valuation dates of June 30, 2015 and 2014 (measurement dates June 30, 2016 and 2015) were 
as follows: 
 

Miscellaneous Miscellaneous

Proportion – June 30, 2015 0.02109% Proportion – June 30, 2014 0.02187%

Proportion – June 30, 2016 0.02522% Proportion – June 30, 2015 0.02109%

Change – Increase (Decrease) 0.00413% Change – Increase (Decrease) -0.00078%

Measurement Date June 30, 2016 Measurement Date June 30, 2015

 
 
For the years ended June 30, 2017 and 2016, the District recognized pension expense of 
$163,394 and $52,465 respectively.  The District’s contributions to the Plan for the years 
ended June 30, 2017 and 2016 were $66,953 and $60,932, respectively. 
 
At June 30, 2017 and 2016, the District reported deferred outflows of resources and deferred 
inflows of resources related to pensions from the following sources:  

 

Pension contributions subsequent to

   measurement date  $        66,953  $                -    $       60,932 $                 - 

Differences between expected and 

   actual experience              1,679                      -             3,358                      - 

Changes in assumptions                     -           (20,605)                     -            (31,767)

Changes in employer’s proportion                     -           (36,976)                     -          (123,785)

Difference between employer's contributions

   and employer's proportionate share of

   contributions                     -         (109,090)                     -            (84,758)

Net differences between projected and 

   actual earnings on plan investments          107,242                      -                     -            (15,925)

Total  $      175,874  $     (166,671)  $       64,290  $      (256,235)

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

June 30, 2016

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

June 30, 2017

 
Employer contributions of $66,953 reported at June 30, 2017 as deferred outflows of 
resources related to contributions made subsequent to the measurement date will be 
recognized as a reduction of the net pension liability in the year ended June 30, 2018.  
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Note 7 – Pension Plan (Continued) 
 

Other amounts reported as deferred outflows of resources and deferred inflows of resources 
related to pensions will be recognized as pension expense as follows:  
 

Year Ended June 30
2017  $          (76,590)
2018              (53,110)
2019                44,174 
2020                27,776 
2021 -                        

Thereafter -                        
(57,750)$          

 
 

Initial unfunded liabilities are amortized over a closed period that depends on the plan’s date 
of entry into CalPERS. Subsequent plan amendments are amortized as level percentage of pay 
over a closed 20-year period. Gains and losses that occur in the operation of the plan are 
amortized over a 30 year rolling period.  If the plan’s accrued liability exceeds the actuarial 
value of plan assets, then the amortization payment on the total unfunded liability may not be 
lower than the payment calculated over a 30 year amortization period. 

 
Actuarial Assumptions – The total pension liabilities in the June 30, 2015 and 2014 actuarial 
valuations (June 30, 2016 and 2015 measurement dates) were determined using the following 
actuarial assumptions: 
 

Miscellaneouus Plan
Actual Cost Method Entry-Age Normal Cost Method in accordance with the 

requirements of GASB Statement No. 68
Actuarial Assumptions:

Discount Rate
Measurement Date - 2016 7.65%
Measurement Date - 2015 7.65%

Inflation 2.75%

Salary Increases Varies by entry age and service (1)

Investment Rate of Return (2)
Measurement Date - 2016 7.65%
Measurement Date - 2015 7.65%

Mortality Derived using CalPERS’ Membership Data for all Funds

Post Retirement Benefit Increase Contract COLA up to 2.75% until Purchasing Power 
Protection Allowance Floor on Purchasing Power applies, 
2.75% thereafter

(1) Depending on age, service and type of employment
(2) Net of pension plan investment expenses, including inflation  
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Note 7 – Pension Plan (Continued) 

 
All other actuarial assumptions used in the June 30, 2015 and 2014 valuations were based on 
the results of an actuarial experience study for the period 1997 to 2011, including updates to 
salary increase, mortality, and retirement rates. Further details of the Experience Study can be 
found on the CalPERS website. 
 
Change of Assumption – There were no changes of assumptions during the measurement 
period ended June 30, 2016. Deferred inflows of resources for changes of assumptions 
represents the unamortized portion of the changes of assumptions related to prior 
measurement periods.  

 
Discount Rate – The discount rate used to measure the total pension liability was 7.65%. To 
determine whether the municipal bond rate should be used in the calculation of the discount 
rate for public agency plans (including PERF C) , the amortization and smoothing periods 
recently adopted by the CalPERS Board were used. For the Plan, the crossover test was 
performed for a miscellaneous agent rate plan and a safety agent rate plan selected as being 
more at risk of failing the crossover test and resulting in a discount rate that would be 
different from the long-term expected rate of return on pension investment. Based on the 
testing of the rate plans, the tests revealed the assets would not run out. Therefore, long-term 
expected rate of return on pension plan investments was applied to all periods of projected 
benefit payments to determine the total pension liability for PERF C. The crossover test 
results are presented in a detailed report called “GASB Crossover Testing Report” that can be 
obtained on 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 best-estimate ranges of expected future real rates of return 
(expected returns, net of pension plan investment expense and inflation) are developed for 
each major asset class. 
 
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. Using historical returns of all the 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. 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.  
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Note 7 – Pension Plan (Continued) 

 

Real Return Real Return Real Return Real Return
Years 1 -10(a) Years 11+(b) Years 1 -10(a) Years 11+(b)

Global Equity 51.00% 5.25% 5.71% 51.00% 5.25% 5.71%
Global Fixed Income 20.00% 0.99% 2.43% 19.00% 0.99% 2.43%
Inflation Sensitive 6.00% 0.45% 3.36% 6.00% 0.45% 3.36%
Private Equity 10.00% 6.83% 6.95% 10.00% 6.83% 6.95%
Real Estate 10.00% 4.50% 5.13% 10.00% 4.50% 5.13%

Infrastructure and Forestland 2.00% 4.50% 5.09% 2.00% 4.50% 5.09%

Liquidity 1.00% -0.55% -1.05% 2.00% -0.55% -1.05%

Measurement Date June 30, 2016 Measurement Date June 30, 2015
Net Strategic 

Allocation

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

Asset Class
Net Strategic 

Allocation

(a)  An expected inflation of 2.5% 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 calculated using the discount rate of 7.65% 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: 

 

1% Decrease 6.65% 1% Decrease 6.65%
Net Pension Liability  $ 1,508,751 Net Pension Liability  $    970,171 

Current Discount Rate 7.65% Current Discount Rate 7.65%
Net Pension Liability  $    876,080 Net Pension Liability  $    578,492 

1% Increase 8.65% 1% Increase 8.65%
Net Pension Liability  $    353,208 Net Pension Liability  $    255,115 

Miscellaneous (Pool Amount) Miscellaneous (Pool Amount)
Measurement Date June 30, 2016 Measurement Date June 30, 2015

 
 

Pension Plan Fiduciary Net Position – Detailed information about the Plan’s fiduciary net 
position is available in the separately issued CalPERS financial reports.  

  
 
Note 8 – Deferred Compensation Plan 
 

The District offers its employees a deferred compensation plan created in accordance with 
Internal Revenue Code Section 457. The plan, available to all District employees, permits 
them to defer a portion of their salary until future years. The deferred compensation is not 
available to employees until termination, retirement, death, or unforeseeable emergency. 
 
All amounts of compensation deferred, all property and the rights purchased, and all income, 
property, or rights are (until paid or made available to the employee or other beneficiary) held 
in trust for the exclusive benefit of the participants and their beneficiaries. 
 
As of June 30, 2017, four employees were participating in the plan. 
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Note 9 – Post-Employment Health Care Benefits 
 

Plan Description 
 

The District provides retiree medical and prescription drug coverage to current and future 
eligible retirees and their dependents.  Under the Plan, retired employees who attain age 50 
with at least five years of service are eligible to receive benefits. The District pays a monthly 
premium for the health insurance benefits up to a maximum amount equal to the Blue Shield 
HMO Family Rate for the “Other Southern California” region.  The spouse of an eligible 
retiree is also eligible to receive benefits from this plan, and benefits continue for the lifetime 
of the spouse.   
 
The Plan was part of the Public Agency portion of the California Employers’ Retiree Benefit 
Trust Fund (CERBT), an agent multiple-employer plan administered by California Public 
Employees’ Retirement System (PERS), which acts as a common investment and 
administrative agent for participating public employers within the State of California. 
Subsequent to June 30, 2017 the District moved the OPEB funds from the CERBT to a 
Section 115 trust administered by Public Agency Retirement Services. 
 
Benefit provisions and all other requirements are established by state statute and city 
ordinance. Copies of PERS’ annual financial report may be obtained from their Executive 
Office, 400 P Street, Sacramento, CA 95814. 

 
Funding Policy 
 
The contribution requirements of the District are established and may be amended annually 
by the Board of Directors. The District’s annual other post-employment benefit (OPEB) cost 
(expense) for the Plan is calculated based on the annual required contribution (ARC) of the 
District, an amount actuarially determined in accordance with the parameters of GASB 
Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is 
projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or 
funding excess) over a period not to exceed thirty years. The actuarial accrued liability was 
funded in full based on the July 1, 2007 valuation performed by an independent actuarial 
valuation firm. 
 
Annual OPEB Cost  
For the fiscal year ending June 30, 2017, the District’s annual OPEB cost (expense) of $0 for 
the Plan was equal to the ARC. The District’s annual OPEB cost, the percentage of annual 
OPEB cost contributed to the plan, and the net OPEB obligation for the year ended June 30, 
2017 and the two preceding years were as follows: 
 

Annual Percentage Net 
Fiscal Year Pension of APC OPEB

Ending Cost (APC) Contributed Asset
06/30/15 -$                  100% 510,210$      
06/30/16 -                    100% 510,210        
06/30/17 -                    100% 510,210         
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Note 9 – Post-Employment Health Care Benefits (Continued) 
 

Funded Status and Funding Progress 
 

As of the June 30, 2015 valuation date the actuarial accrued liability for benefits was 
$1,017,358, which was overfunded by $725,623. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts and assumptions about the probability of 
occurrence of events far into the future. Examples include assumptions about future 
employment, mortality, and the healthcare cost trend. Amounts determined regarding the 
funded status of the plan and the annual required contributions of the employer are subject to 
continual revision as actual results are compared with past expectations and new estimates are 
made about the future.  

 
Actuarial Methods and Assumptions 
 

Projections of benefits for financial reporting purposes are based on the substantive plan (the 
plan as understood by the employer and plan members) and include the types of benefits 
provided at the time of each valuation and the historical pattern of sharing of benefit costs 
between the employer and plan members to that point. The actuarial methods and 
assumptions used include techniques that are designed to reduce short-term volatility in 
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term 
perspective of the calculations. 
 
The following is a summary of the actuarial assumptions and methods as of the most recent 
valuation date: 
 

Valuation Date 06/30/15
Actuarial Cost Method Entry Age Normal
Amortization Method Level Percentage of Payroll
Remaining Amorization Period Open 25 Years as of the Valuation Date
Asset Valuation Method 5 year Smoothed Market
Actuarial Assumptions

  Discount 6.00%
  Inflation 2.75%

     Payroll Growth 2.75%
     Medical Trend 4% per year  

 
Effective July 1, 2001 the District adopted Financial Accounting Standards Board Statement 
No 106 (FASB 106) to account for its share of the costs of those benefits. Under that 
Statement, the District's share of the estimated costs that will be paid after retirement was 
being accrued by charges to expense over the employees' active service periods to the dates 
they were fully eligible for benefits.  As of July 1, 2005 the District suspended accruing for 
postretirement health care benefits under FASB 106, pending the implementation of GASB 
45.   The liability accrued under FASB 106 was $637,000 at that time. Upon implementation 
of GASB 45 in the 08/09 fiscal year, this liability was eliminated, as the District fully funded 
the Plan. The Prepaid Other Post Employment Benefits account was also reduced by this 
amount to account for the estimated OPEB expenses that were attributable to prior years.  
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Note 10 – Supplemental Schedule Statement of Cash Flows 
 

Reconciliation of Operating Loss to Net Cash Used by Operating Activities: 
 

2017 2016

Operating loss (1,356,822)$   (1,592,770)$    
Adjustments to reconcile the operating loss to 
 net cash used by operating activities:

Depreciation and amortization 1,738,278      1,758,913       
Changes in operating assets and liabilities

Other current assets (35,279)          (279)                
Deferred outflows of resources (111,584)        (1,311)             
Accounts payable 146,877         (98,207)           
Unearned revenue (156,125)        (17,461)           
Compensated absences (69,204)          5,244              
Net pension liability 297,588         37,857            
Deferred inflows of resources (89,564)          (45,012)           

Net cash used by operating activities 364,165$       46,974$          
 

 
Cash and cash equivalents are reported in the balance sheet as follows: 
 

2017 2016
Cash and cash equivalalents 4,066,474$    2,085,063$     
Cash equivalents included in cash and

investments, dedicated 515,255         -                      

Total cash and cash equivalents 4,581,729$    2,085,063$     
 

 
 
Note 11 – Property Tax Calendar 
 
  Taxes, including homeowners’ property tax relief, are remitted from the County Tax 

Collector. Property taxes are assessed and collected each fiscal year according to the 
following property tax calendar: 

 
    Lien Date January 1 
    Levy Date July 1 to June 30 
    Due Date  November 1  (1st installment) 
      March 1 (2nd installment) 
    Delinquent Date December 11 (1st installment) 
      April 11 (2nd installment) 
 

  Under California Law, property taxes are assessed and collected by the counties up to 1% of 
assessed value under the provisions of Proposition 13, plus other increases approved by the 
voters. The property taxes go into a pool, and are then allocated to the District based on 
complex formulas prescribed by the state statutes.  
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Note 12 – Conditional Annexation Fees 
 

The District annexed 208 acres of the Dos Pueblos Partners Golf Course in 1993. 
Annexation fees were paid on 10 acres. The balance of the annexation fees on 198 acres was 
$396,000 in 1993 and would currently be approximately $695,000. These fees were 
negotiated with the following conditions: 

 

 the golf course remains public 
 no construction of additional residences nor condominiums 

 
 
Note 13 – Subsequent Events 
 

Subsequent events have been evaluated through December 5, 2017, the date the financial 
statements were available to be issued. 



 

 

 

 

 

 

 

 

 

 

REQUIRED SUPPLEMENTARY INFORMATION 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



2017 2016 2015

Proportion of the net pension liability 0.01012% 0.00843% 0.00869%

Proportionate share of the net pension liability 876,080$    578,492$    540,635$    

Covered - employee payroll 584,074$    574,347$    570,418$    

Proportionate Share of the net pension liability as percentage
of covered-employee payroll 149.99% 100.72% 94.78%

Plan fiduciary net position as a percentage of the total
pension liability 81.36% 87.04% 87.64%

Measurment date 06/30/16 06/30/15 06/30/14
Valuation date 06/30/15 06/30/14 06/30/13

Notes to Schedule:

Benefit changes: The figures above do not include any liability impact that may have resulted from plan
 changes which occurred after the June 30, 2016 measurement date. 

* - Fiscal year 2015 was the 1st year of implementation, therefore only three years are shown.

AS OF JUNE 30, 2017
LAST 10 YEARS*

GOLETA WEST SANITARY DISTRICT MISCELLANEOUS PLAN
A COST-SHARING MULTIIPLE-EMPLOYER DEFINED BENEFIT PENSION PLAN

CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM

PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
SCHEDULE OF GOLETA WEST SANITARY DISTRICT'S  
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2017 2016 2015

Contractually required contribution (actuarially determined) 66,953$      60,932$      52,389$      

Contributions in relation to the actuarially determined 
contributions 66,953$      60,932$      52,389$      

Contribution deficiency (excess) -$                -$                -$                

Covered-employee payroll 563,911$    584,074$    574,347$    

Contributions as a percentage of covered-employee payroll
11.87% 10.43% 9.12%

Notes to Schedule:

The actuarial methods and assumptions used to set the actuarially determined contributions for fiscal 
year 2016-2017 were derived from the June 30, 2014 funding valuation report. 

* - Fiscal year 2015 was the 1st year of implementation, therefore only three years are shown.

GOLETA WEST SANITARY DISTRICT MISCELLANEOUS PLAN
A COST-SHARING MULTIIPLE-EMPLOYER DEFINED BENEFIT PENSION PLAN

AS OF JUNE 30, 2017
LAST 10 YEARS*

CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
SCHEDULE OF GOLETA WEST SANITARY DISTRICT'S  CONTRIBUTIONS
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(A) (B) (C) (D)

Actuarial Actuarial Actuarial Unfunded Funded
Valuation Accrued Value of AAL (UAAL) Ratio

Date Liability (AAL) Assets (A) - (B) (B)/(A)

06/30/11 944,722$            1,338,568$        (393,846)$            141.7%

06/30/13 834,564              1,525,320          (690,756)              182.8%

06/30/15 1,017,358           1,742,981          (725,623)              171.3%

GOLETA WEST SANITARY DISTRICT
OTHER POST-EMPLOYMENT BENEFITS (OPEB) PLAN

SCHEDULE OF FUNDING PROGRESS
AS OF JUNE 30, 2017
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OTHER SUPPLEMENTARY INFORMATION 

 
 
 



Other
Sewage Sewage Operating Administration

Collection Treatment Expenses and General 2017 2016

Salaries and wages 354,329$      -$                 105,841$    278,682$         738,852$     734,077$     
Employee benefits 135,040        -                   28,029        209,950           373,019       284,321       
Contract services 33,899          1,612,802     129,065      48,500             1,824,266    1,753,606    
Professional and other services 340               -                   59,353        141,671           201,364       208,265       
Utilities 55,690          -                   31,422        5,470               92,582         88,854         
Printing and publications -                    -                   -                  550                  550              1,863           
Insurance 27,272          -                   3,636          8,446               39,354         47,579         
Office expense -                    -                   -                  2,278               2,278           2,575           
Operating supplies 719               -                   -                  -                       719              1,146           
Gas, oil and fuel 5,106            -                   7,147          2,111               14,364         15,965         
Repairs and maintenance 72,371          -                   23,945        871                  97,187         106,901       
Training 2,614            -                   850             9,403               12,867         20,216         
Travel and meetings 38                 -                   1,061          2,814               3,913           2,744           
Rents and leases -                    -                   -                  322                  322              228              
Memberships 1,020            -                   800             16,257             18,077         18,357         
Permits and licenses 4,888            -                   570             240                  5,698           6,351           
Administration fees -                    96,768          30,071        -                       126,839       121,548
Miscellaneous -                    -                   11,724        -                       11,724         42,896         
Amortization -                    722,971 -                  -                       722,971       726,976
Depreciation 972,652 5,167 25,403        12,085             1,015,307    1,031,937    

Totals, June 30, 2017 1,665,978$   2,437,708$   458,917$    739,650$         5,302,253$  

Totals, June 30, 2016 1,653,647$   2,426,926$   483,447$    652,385$         5,216,405$  

GOLETA WEST SANITARY DISTRICT
Schedule of Operating Expenses

For the Year Ended June 30, 2017 with Comparative Totals for the Year Ended June 30, 2016
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