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AUDITOR'S REPORT

To the Board of Directors
Summerland Sanitary District:

Report on the X'inancial Statements
We have audited the accompanying financial statements of Summerland Sanitary District (the District)
of and for the years ended June 30, 201 8 and 2017 , and the related notes to the financial statements,

as

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 ofAmerica, as well as the
accounting systems prescribed by the State Controller's Office and state regulations goveming 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 enor.

Auditor's Responsibility
Our responsibility is to express an opinion on these fïnancial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
Americaandthe State Controller's MinimumAudit Requirements ofCatiþrniaspecial Districts.Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of 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
enor. In making those risk assessments, the auditor considers intemal 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 District'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.
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'We

believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis for
our audit opinion.

Opinion
In our opinion, the fìnancial statements referred to above present fairly, in all material respects, the
financial position of the District as of June 30, 2018 and2017, and the changes in net position and cash
flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America, as well as accounting systems prescribed by the State Controller's Office and
state regulations governing special districts.
Emphasis of Matter
As discussed inNote 8 to the basic financial statements, the Districthas implemented GASB Statement
No. 75, Accounting and Financial Reportingþr Postemployment Benefits Other Than Pensions, during
fiscal year ending June 30, 2018. The adoption of this standard required retrospective application
resulting in an $1 18,146 reduction of net position as of July I,2017 . Our opinion is not modified with
respect to this matter. Because all of the information required to restate the prior year was not available
at the time the financial statements were available to be issued, prior year values are not presented in a
comparable manner.

Other Matter
Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis on pages 3 through 9, the Santa Barbara County Employees' Retirement
System Schedule of Summerland Sanitary District's Proportionate Share of the Net Pension Liability on
page33, the Santa Barbara County Employees' Retirement System Schedule of Summerland Sanitary
District's Contributions on page 34,andthe Other Postemployment Benefits (OPEB) Plan Schedule of
Changes in the Net OPEB Liability and Related Ratios on page 35, be presented to supplement the basic
financial statements. Such information, although not aparl of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential parl of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
'We
have applied certain limited procedures to the required supplementary information in
context.
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 suffrcient evidence to express an opinion or provide any assurance.
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SUMMERLAND SANITARY DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
The following Management's Discussion and Analysis (MD&A) of activities and financial performance ofthe
Summerland Sanitary District (District) provides an introduction to the financial statements of the District for
the fiscal years ended June 30, 201 8 and 2017 . We encourage readers to consider the information presented here
in conjunction with the District's f,rnancial statements and related notes, 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 four components:

o
o
.
o

Statement of Net Position
Statement of Revenues, Expenses and Changes in Net Position
Statement of Cash Flows
Notes to the Financial Statements

The statement of net position includes all the District's assets and deferred outflows and liabilities and deferred
inflows, with the difference reported as net position. Net position may be displayed in the categories:

o
o
o

Net Investment in Capital Assets
Restricted Net Position
Unrestricted Net Position

The statement of net position includes all of the District's investments in resources (assets) and the obligations to
creditors (liabilities). It also provides the basis for computing rate ofreturn, evaluating the capital structure ofthe
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 position 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 charges.
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:

.
o
o
o

Operating

Non-capitalfinancing
Capital and related financing
Investing

This statement differs from the statement of revenues, expenses and changes in net position because the
statement of cash flows accounts only for transactions that result in cash receipts or cash disbursements.
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SUMMERLAND SANITARY DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
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. The notes to the basic financial statements can be found on
pages 13 through 32.

Financial Hiehliehts
a

The District's net position decreased by 19% or (564,476) to $3,380,810 in fiscal year 2018 as a result
of a $53,670 increase from operations, offset by a prior period adjustment of ($118,146) due to the
implementation of GASB 75 as noted below. In the prior year, the District's net position increased by
5.6%o or $183,824 to 53,445,286 as a result of $183,824 from operations.

a

The District's operating revenues decreased by 0.5% or ($4,541) in fiscal year 2078. In the prior year,
operating revenues increased by 0.7% or 86,229.

o

The District adopted a Reserve Fund Policy during fiscal year 2018, and as a result the District now has
an Operations Fund, A Restricted Capital Facilities Fund, and an Unrestricted Board Designated Fund
for Capital Replacement and Repair (respectively fund 5215,5216 and 5217).

a

For the year ended June 30, 2018, the District implemented a new statement of financial accounting
standards issued by the Governmental Accounting Standards Board (GASB): Statement No. 75 (GASB
75), Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions - an
amendment of GASB Statement No. 45. A detailed discussion of the implementation of the new
accounting pronouncement appears in Note 1 item K.

Financial Analysis of the District
One of the most important questions asked about the District's finances is, "Is the District better off or worse off
as a result of this year's activities?" The Statement of Net Position and the Statement of Revenues, Expenses
and Changes in Net Position repofts information about the District in a way that helps answer this question.
These statements include all assets and liabilities using the accrual basis of accounting, which is similar to the
accounting used by most private sector companies. All of the current year's revenues and expenses are taken
into account regardless of when the cash is received or paid.

Statement of Net Position
One can think of the District's net position - the difference between assets and deferred outflows of resources,
and liabilities and defened inflows of resources - as a way to measure the District's financial health, orfinancial

position. Over time, increases or decreases in the District's net position are one indicator of whether its
financial health is improving or deteriorating. However, one will need to consider other non-financial factors
such as changes in economic conditions, population growth, zoning and new or changed government legislation,
such as changes in Federal and State wastewater standards.
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SUMMERLAND SANITARY DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
Statement of Net Position (Continued)
The District's net position at June 30,2078 totaled $3,380,810 compared to 53,445,286 at June 30,2017.The
decrease in net position can be attributed to the prior period adjustment as a result of the implementation of
GASB 75.

Condensed Statement of Net Position
The following is a summary of the District's statement of net position as of June 30,2018 compared to June 30,

2017:
2018

2017

Change

Assets:

Current assets
Capital assets, net
Other assets
Total assets

$

1,811,373

2,602,979
2,404
4,4r6,656

Deferred Outflows of Resources:
Deferred pensions
Deferred other post-employment benefits
Total deferred outflows of resources

Liabilities:
Curent liabilities
Long-term liabilities
Total liabilities

Net Position:
Net investment in capital assets
Restricted
Unrestricted
Unrestricted, board designated for capital
Total net position

t,655,801
2,666,097

$

155,572

(63,2r8)

1,723

681

4,323,621

93 035

322,03r
4,912

249,126

72,905
4

9t2

326,943

249 126

7l

8r7

29,121
1,223,797
1,252,918

Deferred Inflows of Resources:
Defened pensions
Deferred other post-employment benefits
Total defened inflows of resources

$

15,064

14,063

1,019,815

203 976
218,039

1,034,979

95,722

92,592

74,r49
109,871

3,r40
r4,149

92,582

Il,289

2,602,879
229,422
1,649
546,860

2,666,097
303,231
475,958

$ 3,380,810 s 3,445,286 S

(63,2r8)
(73,809)
(474,309)
546,860

(64,476)

Assets of the District exceed liabilities by $3,380,810 as of June30,2018 and 53,445,286 as of June 30,2017.

A large portion of the District's net position (77% andTTYo as of June 30,2018 and June 30,2017,respectively)
reflects its net investment in capital assets used to acquire those assets that are still outstanding. The District
uses these capital assets to provide sewer service to ctrstomers within the District's service area; consequently,
these assets are not available for future spending.
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SUMMERLAND SANITARY DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
Statement of Net Position (Continued)
Restricted net position as of June 30, 2018 and June 30,2011 was 5229,422 and $303,231, respectively, and is
restricted for capital outlay.

At the end of the fiscal years 201 8 and 2017 , the District shows a positive balance in its unrestricted net position
of $548,509 and$.475,958, respectively, which may be utilized in future years. As of June 30, 2018, $546,860 of
the unrestricted balance was designated and reserved by the board for capital replacement and repair.
The following is a summary of the District's statement of net position as of June 30,2017 compared to June 30,

20t6:
2016

2017

Change

Assets:

Current assets
Capital assets, net
Other assets
Total assets

$

Deferred Outflows of Resources:
Deferred pensions
Total deferred outflows of resources

Liabilities:
Current liabilities
Long-term liabilities
Total liabilities

1,655,801

s

1,343,583

$

:12,218
(t14,497)
(2,625)

2,666,097
1 723
4,323,62r

2,780,594
4,349
4 128,525

249,126
249 r26

149 745

99,3 81

r49,745

99 381

7,34r

7,723
102,268
109,991

15,064
1,019,815
r,o34,g7g

924,888

92,582
92,582

91,920
91,920

2,666,097
303,23r
475,958
3,445,286

2,780,594
16,961
463,907

Deferred Inflows of Resources:
Deferred pensions
Total deferred inflows of resources

Net Position:
Net investment in capital assets
Restricted
Unrestricted
Total net position

$

917 547

$ 3,261,462 $

195,096

662
662

(114,497)
286,270
12,051

tg:

824

Assets of the District exceed liabilities by 53,445,286 as of June30,2017 and $3,261 ,462 as of June 30,2016.

A large portion of the District's net position (77o/o and85o/o as of June 30,2017 and June 30,2076,respectively)
reflects its net investment in capital assets used to acquire those assets that are still outstanding.

At the end of the fiscal years 2017 and20l6,the District shows a positive balance in its unrestricted
of $475,958 and $463,907, respectively, which may be utilized in future years.
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SUMMERLAND SANITARY DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
Statement of Revenues. E

and Chanses in Net Position

The Statement of Revenues, Expenses and Changes in Net Position shows how the District's net position
changed during the fiscal year. Net position decreased by (564,476) for the fiscal year ended June 30, 2018 and
increased by $183,824 for the fiscal year ended June 30, 2017. Following is a summary of the District's
statement of revenues, expenses and changes in net position for the year ending June 30, 2018 compared to June
30,2017:
Condensed Statements of Revenues, Expenses and Changes in Net Position
2018

2017

Change

Revenues:

Operating revenues
Non-operating revenues
Total revenues

921,330
249,207

$

$

925,811
230,384

(4,54r)

$

18,823

r,r70,537

I,156,255

14,282

97r,493
r45,374

828,399
144,033

143,095
1,341

116,867

972,431

144,436

53,670

183,824

1

3,445,296

3,261,462

Expenses:

Operating expenses
Depreciation

Total expenses

1

Change in net position

Net position, beginning of year
Prior period adjustment

Net position, end of year

183,824

(1 18,146)

Net position, beginning of year, as restated

(1 18,146)

3,321 t40

$

3,380,810

30,1 54

3,26I,462

$

3,445

286

65 678
$

64,47

In 2018 the District's total revenues increased by $14,282, due primarily to an increase in property taxes. Total
expenses increased by $I44,436 primarily due to: increases in salaries and benefits, attaining of an additional
employee, merit pay, accrued vacation and sick leave; maintenance cost related to Lift Station I and pipeline
repairs, professional services for rate study, legal expenses, and pension cost.
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SUMMERLAND SANITARY DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
Statement of Revenues, Expenses and Chanqes in Net Position (Continued)

Following is a summary of the District's statement of revenues, expenses and changes in net position for the
year ending June 30, 2017 compared to June 30, 2016:
Condensed Statements of Revenues, Expenses and Changes in Net Position

2017

2016

Change

Revenues:

Operating revenues
Non-operating revenues

925,871
230,384

$

Total revenues

$

1,156,255

1

9r9,642
219,584
r39,226

$

6,229
10 800

17,029

Expenses:

Operating expenses
Depreciation

828,398

59,127

144,033

769,271
13 8,936

Total expenses

972,431

908,207

64,224

Change in net position

183,824

23r,019

(47,r95)

3,261,462

3,030,443

Net position, beginning of year

s

Net position, end of year

3,445,286

s

3,261,462

5 097

231,019

$

t 83,824

In2017 the District's total revenues increased by $17,029, due primarily to increase in Sanitation Services and
Property Taxes. Total expenses increased by $64,224 primarily due to increased salaries and benefits. The
increase in salaries and benefits was a result of one new employee as weli as cost of living adjustments and merit
increases

Properfy and Equipment
Changes in property and equipment for fiscal year ending June 30, 2018 were as follows:

Balance
2017
Non-depreciable assets
Depreciable assets
Accumulated depreciation
Total property and
equipment, net

s

2,525
5,199,949
(2,536,377)

s 2,666,097

Additions/ Deletions/
Transfers Transfers
$

(7,805)
7,805

82,156

$

$

$

(t45,374 )
(63,218)

-8

$

Balance
2018
2,525
5,274,300
(2,673,946)
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SUMMERLAND SANITARY DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
Propertv and Equipment (Continued)
Changes in property and equipment for fiscal year ending June 30, 2017 werc as follows:

Additions/
Transfers

Balance
2016
Non-depreciable assets
Depreciable assets
Accumulated depreciation
Total property and
equipment, net

$

2,525

$

2,780,594

(124,647)

34,984

(2,5r1,543)

(t44,033)

$

(109,049)

Balance
2017

fi

$

5,299,672

s

Deletions/
Transfers

I19,l99

$

(5,448) S

At the end of fiscal years 2018 and 2017, the District's investment in capital

2,525
5,r99,949
(2,536,377)
2,666,097

assets net

of accumulated

depreciation amounted to $2,602,879 and52,666,097, respectively. This investment in capital assets includes
land, sewage treatment facilities, subsurface lines, ocean outfall lines and equipment. Capital assets additions
during 2018 include $6,000 for sewage treatment facilities, 541,482 for subsurface lines and534,674 for
equipment additions. During 2017, additions include $4,800 for sewage treatment facilities, $7,270 for
subsurface lines and 522,9I4 for equipment additions. Additionally, capital assets deletions during 2018 include
5472 for sewage treatment facilities and $7,333 for equipment with accumulated depreciation amounted to
$7,805.

Conditions Affectins Current Financial Position
Management is unaware of any conditions, which could have a significant impact on the District's current
financial position, net position or operating results in terms of past, present and future.
Requests for Information

This financial report is designed to provide the District's funding sources, customers, stakeholders and other
interested parties with an overview of the District's financial operations and financial condition. Should the
reader have questions regarding the information included in this reporl or wish to request additional financial
information, please contact the District's General Manager at2435 V/allace Avenue, Summerland, CA 93067 .
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SUMMERLAND SANITARY DISTRICT
STATEMENT OF NET POSITION
June 30, 2018 and 2017

20t7

2018
ASSETS
Current assets:
Cash and cash equivalents (Note 2)

$

Interest receivable

Total current assets

1,904,792

$

1,652,294

6,591

3,577

1,811,373

1,655,801

5,276,825
(2,673,946)

5,202,474

2,602,879

2,666,097

2,404

1,723

4,476,656

4,323,621

322,031

249,126

Property and equipment:

'

Total property and equipment
Accumulateddepreciation
Net propelty and equipment (Notes

I

and 3)

377)

Other assets:
Other receivable

Total assets

DDFERRDD OUTFLOWS OF RESOURCES
Deferred pensions (Note 4)
Deferred other post-employnent benefits (Note 5)

4,912

Total deferred outfl ows of resources

326,943

249,126

29,127

),5,064

29,127

15,064

LIABILITIES
Current liabilities:
Acçounts payable

Total current liabilities
Long-term Iiabilities:
Accrued compensated absences (Note
Other accrued expenses (Note 7)
Net pension liability (Note 4)

l)

Other post-employment benefits liability (Note 5)

Total long-term liabilities
Total liabilities

91,695

74,978

153,000

153,000

813,766
165,330

739,828

1,223,797

52,009
1,019,915

l,252,glg

l,o34,g7g

DtrFERRED INFLO\ryS OF RESOURCES
Deferred pensions (Note 4)

o<

Deferred other post-emplo¡'ment benefits (Note 5)

14,149

Total deferred inflows ofresources

92,582

",)î

109,871

92,582

NET POSITION
2,602,979
229,422
7,649
546,860

Net investment in capital assets
Restricted

Unrestricted
Unrestricted, board designated for capital

$

Total net position
See

accompanying notes
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2,666,097
303,231

475,958

S

3,445,286

SUMMERLAND SANITARY DISTRICT
STATEMENT OF RDVDNUtrS, EXPENSDS AND CHANGES IN NDT POSITION
For the Years Ended June 30,2018 and20l7

2018

2017

Operating revenues:
Service charges

$

Connection fees
Inspection fees

Total operating revenues

907,616
71,614
2,100

888,364

$

34,700
2,907

921,330

925,871

626,569

Operating expenses:
Salaries and benefrts

697,814

Facilities

I 19,000

86,553

Services and supplies

154,679

115,276

Depreciation

145,374

144,033

1,116,867

972,431

Total operating expenses

(195,537)

Operating loss

(46,560)

Non-operating revenues (expenses)
Property taxes
Investment earnings

Net non-operating income
Change in net position

Net position, beginning of year, as previously stated
Effect of prior period adjustment as a result of a change
in accounting policy (Note 8)

$

See accompanying notes
_ 11_

224,493

249 207

230,384

53 670

183,824

3,445,286

3,261,462

5 891

(l 1 8,146)

Net position, beginning of year, as restated
Net position at end of year

239,859
9,349

3,327,740

J

3,380,910 S

3,445,296

261 462

SUMMDRLAND SANITARY DISTRICT
STATI,MENT OF CASH FLOWS
For the Years Ended June 30, 2018 and2017

20t7

2018
Cash Flows from Operating Activities:

$

Cash received from customers

920,649

Cash payments to suppliers for goods and services

(259,616)

928,496
(181,899)

Cash payments to ernployees for services

(612,5t2)

(629,779)

(11,479)

I 16,819

239,859

224,493

239,859

224,493

(34,674)
(4r,482)
(6,000)

(22,914)
(7,270)

(82,156)

(34,984)

Net cash provided (used) by operating activities

$

Cash Flows from Noncapital Financing Activities:
Proceeds from propeffy taxes

Net cash provided by noncapital financing activities
Cash Flows from Capital and Related Financing Activities:

Additions-equiprnent
Additions-subsurface lines
Additions-disposal plant
Net cash used by capital and related financing activities

(4,800)

Cash Flows from Investing Activities:

Investment earnings

6,274

4 302

6,274

4,302

l52,4gg

310,629

1,652,284

1,341,655

1,804,782 S

1,652,294

Net cash provided by investing activities

Net change in cash
Cash at beginning of period

$

Cash at end of period

Reconciliation of operating loss to net cash provided (used) by operating activities
Operating loss
Adjustments to reconcile operating loss to net cash provided (used)
by operating activities:
Depreciation

$

(19

s,537) $

145,374

Loss on disposal
Decrease (increase) in:
Other receivable

(46,560)

144,033

5,448

Deferred outflows
Increase (decrease) in:
Accounts payable
Net pension liability
Other post-employment bene{its
Deferred inflows
Accrued compensated absences

(681)
(72,970)

2,625
(99,3 81)

14,063

7,723

73,938

98,788
6,759

(9,672)
17,289

662

(3,279)

16,717

Net cash provided (used) by operating activities
See accontpanying notes

-12-
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(11,479)

$
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SUMMERLAND SANITARY DISTRICT
NOTES TO FINANCIAL STATEMENTS
Note 1 -

A)

Reporting Entity and Summary of Sisnificant Accountins Policies
Organization and Operations of the Reporting Entity
Summerland Sanitary District (District) was formed in 1957, under the provisions of the Sanitary
District Act of 1923 Health and Safety Code, State of California, Section 6400, et seq. The District
is located in an area generally known as Summerland in SantaBarbara, California. The Districtwas
organized to provide sewage collection and treatment for residents within the District's
geographical boundaries.
The District is governed by a Board of Directors consisting of five members elected at large. The
Directors serve with minimal compensation for attendance at official board meetings or services as
adopted through resolution 2006-0I. The Board employs and is assisted by a General Manager,
Secretary/Clerk of the Board, and such other personnel as are required to operate the District.

B) 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 a private business enterprise, where the intent of
the District is that the costs (including depreciation) of providing services to the general public on a
continuing basis be financed or recovered primarily through use charges for sewer services and

connection fees. Revenues and expenses are recognized on the accrual basis. Revenues are
recognized in the accounting period in which they are earned and expenses are recognized in the
period incurred, regardless of when the related cash flows take place.
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. The principal operating
revenues of the District are charges for sewer services and connection fees. Operating expenses of
the District include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses. The District is responsible for funding all of its expenses, regardless of the
operation or non-operating classification.
The f,rnancial 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.

C)

Use of Estimates
The preparation of the basic financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements and the reported changes in net position during the reporting period. Actual results
could differ from those estimates.

-
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Reportins Entity and Summary of Siqnifïcant Accountins Policies (Continued)

D)

Budgetary Policies
The District prepares an annual budget which estimates major sources of revenue to be received
during the fiscal year, as well as estimated expenditures needed for operation of District facilities.

E)

Propefty Taxes and Sewer Service Charses
Property tax in California is levied in accordance with Article i3A of the State Constitution at one
percent (1%) of countywide assessed valuations. Secured property taxes are levied on July 1 and
become delinquent on December 10 and April 10, for the first and second installments, respectively.
Unsecured personal property taxes are collected in one installment and become delinquent August
31.
Property taxes and sewer service charges are allocated on the County of Santa Barbara's annual tax
bills to property owners who receive sewer service by the District. The County of Santa Barbara
Tax Collector's Office collects the property taxes and sewer charge payments from the property
owners and transfers the collection to the District's operating fund held withthe County Treasurer's
Office. During flrscal year 1994, the District adopted the Teeter Plan as defined under California
Revenue and Taxation Code. Under the Teeter Plan, the District receives from the County 99.5o/o of
the annual assessed secured and unsecured properly taxes and l00o/o ofits annual sewer service
charges for the year, with the County responsible for the collection of any delinquent propeffy taxes
and sewer service charges.

Therefore, the County receives the benef,rts of collecting all penalty and interest charges on the
delinquent property taxes and sewer service charges; hence, no accrual for uncollected properly
taxes and sewer service charges is recorded at year-end.
F)

Compensated Absences
Vøcøtíon

Accruøl

Employees are encouraged to use their accrued vacation benefits each calendar year. Full and parltime employees may accrue up to a maximum of two times their annual accrual amount as indicated
below based upon full+ime employment.
Years of
Service
Compþ!ec!__

Maximum
Vacation
Accrual

Up to 4 years
5 to 9 years

160 hours

10

to 14 years

15* years

240 hours
320 hours
400 hours

-t4-

SUMMERLAND SANITARY DISTRICT
NOTES TO FINANCIAL STATBMENTS
Note

I

-

Reporting Entity and Summary of Significant Accounting Policics (Continued)

F)

Compensated Absences (Continued)

In the event an employee's earned but unused vacation benefit reaches the maximum accrual that is
allowed, vacation benefits will cease to accrue until the employee takes enough vacation to lower
the maximum accrual entitlement. Vacation benefit accruals will then resume up to the maximum
time allowed.

Sick Leave Pay Out
Employees hired beþre May 2008
Upon retirement frorn the District thlough the County Retirement System, all accrued unused sick
leave up to a maximum of 90 (ninety) days shall be paid to the employee in accordance with the
following schedule:
Years of
Service
Completed

Sick
Leave
Pay Out

Up to 10 years
i0 to 20 years

s0%
75%
100%

20f

years

Sick leave pay will be calculated based on the employee's curlent legular hourly rate of pay.
Accumulated sick leave over 90 (ninety) days will be rolled over to the retirement system for
service time credit.
Employees hired after May 2008

Upon retirement from the District accumulated sick leave will be rolled over into the retirement
system for service time credit. Employees who voluntary resign before retirement thlough the
County Retirement System or are discharged from District service are not eligible for sick leave
pay-out ofany accrued and unused sick leave hours.
As of June 30,2078 and2017 compensated absences were $91,695 and574,978, respectively.

-
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Reporting Entity and Summarv of Significant Accounting Policies (Continued)

G)

Property and Equipment
Property and equipment acquired and/or constructed are capitalized aT historical cost. District
policy has set the capitali zationthreshold for reporting capital assets at $ 1,000. Donated assets are
recorded at estimated fair market value at the date of donation. Upon retirement or other disposition
of capital assets, the cost and related accumulated depreciation are removed from the respective
balances and any gains or losses are recognized. Depreciation is recorded on a straight-line basis
over the estimated useful lives of the assets as follows:

¡
.
.
¡
H)

Sewage treatment facilities - 5 to 50 years
Subsurface lines 5 to 50 years

-

Ocean outfall lines -8 to 20 years
Equipment - 3 to 30 years

Net Position

Net position Íepresents the difference between assets and deferted outflows of resources, and
liabilities and deferred inflows of resources, and is classified into three components as follows:
Net investment in capital assets - This component of net position consists of capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bomowings used for the
acquisition, construction or improvement of those assets. Net investment in capital assets excludes
unspent debt proceeds.
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 seglegated by the Board of Directors for specific future uses.
V/hen 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.

Ð

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
Summerland Sanitary District's proportionate share of the Santa Barbaru County Employees'
Retirement System (Retirement System) plan (Plan) and additions to/deductions from the Plans'
fiduciary net position have been determined on the same basis as they are reported by the
Retirement System. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are repofied at fair value.
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Reportins Entitv and Summary of Sisnificant Accountins Policies (Continued)

r)

Postemolovment Benefits Other than Pensions (OPEB)

For purposes of measuring the net OPEB liability, defered outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense, information about the total OPEB
liability of the District and additions toldeductions from the District's OPEB liability have been
determined on the same basis. For this purpose, the District recognizes benefit payments when due
and payable in accordance with the benefit terms.

K)

Implementation of New Accounting Pronouncements
During the year ended June 3 0, 20 1 8, the District implemented Statement No. 7 5 Accounting and
Financial Reportingfor Postemployment Benefits Other Than Penslons. This Statement replaces
the requirements of Statement No. 45 and establishes standards for recognizing and measuring
liabilities, deferred outflows of resources, deferred inflows of resources, and expenses. For defined
benefit other postemployment benefits (OPEB), this Statement identif,res the methods and
assumptions that are required to be used to project benefit payments, discount projected benefit
payments to their actuarial present value, and attribute that present value to periods of employee
service. Note disclosure and required supplementary information requirements about defined benefit
OPEB also are addressed. The provisions ofthis Statement were effective for fiscal years beginning
after June 15,2017.

L)

Future Governmental Accounting Standards Board (GASB) Pronouncements
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 amaterial impact to the financial statements once effective.
Statement No.

83

"Certain Asset Relirement

The requirements of this statement are effective
for periods beginning after June 15,2018. (FY

Obligations"

l 8/re)
Statement No.

84

"Fiduciary Activities"

The requirements of this statement are effective
for periods beginning after December 15, 2018.
(FY 1el20)

Statement No.

87

"Leases"

The requirements of this statement are effective
for periods beginning after December 15, 2019.

(FY 20121)
Statement No. 88

"CerÍain Disclosures Relqted to Debt,

Including Direct Borcowings and
Direct Placements"
Statement No. 89

The requirements of this statement are effective
for periods beginning after June 15, 2018. (FY
1 8/19)

"Accounting for Interest Cost Incurued The requirements of this statement are effective
Before the End of a Construction
for periods beginning after December 15,2079.

Period"

(FY 20/21)
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Cash and Cash Equivalents
Substantially all of the District's cash is invested in interest bearing accounts. The District
considers all highly liquid investments with a maturity of three months to be cash equivalents.
Authorized Deposits and Investments
The District has adopted an investment policy directing the Fiscal Officer to deposit funds in
financial institutions. Investments are to be made in the Santa BarbaraCounty Pooled Investment
Fund (SBCPIF).
Changes in fair value that occur during a fiscal year are recognized as unrealized gains or losses and
repor"ted for that fiscal year. Investment income comprises interest earnings, changes in fair value,
and any gains or losses rcalized upon liquidation or sale of investments.
Cash and cash equivalents as of June 30, consist of the following:

2018
Deposits held with financial institutions
Deposits held with Santa Barbaru County Pooled
Investment Fund (SBCPIF)
Total

$

30,550 $

2017
30,147

1,774,232 1,622,737
$ 1,804,782 S 7,652,294

Santa Barbara County Pooled Investment Fund

The cash with the County of Santa Barbara is managed by the County Treasurer's Office. Sewer
service charges and property taxes collected for the District are deposited in the District's operating
account (fund). The majority of expenses of the District are processed through this account. The
Pool is not registered as an investment company with the Securities and Exchange Commission
(SEC) nor is it an SEC Rule 2a7-like Pool. California Government Code statutes and the County
Treasury Oversight Committee set forth the various investment policies that the County Treasurer
must follow. These pooled funds are reported on an amortized cost basis. All investors inthe Pool
proportionately share any gains or losses. Credit and market risk is unknown for the District's Pool
share. The fair value of the Pool is based on the value of the Pool shares.

The County of Santa Barbara's bank deposits are either federally insured or collateralized in
accordance with the California Government Code. Pool detail is included in the County of Santa
Barbara's Comprehensive Annual Financial Reporl (CAFR). Copies ofthe CAFR may be obtained
from the County of Santa Barbara Auditor-Controller's Office - 105 E. Anapamu Street, Santa
Barbara, CA 93101.
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Cash and Cash Equivalents (Continued)
Custodial Credit Risk
Custodial credit risk for deposits is the risk that, in the event of the failure of a depositor financial
institution, a govefiìment will not be able to recover its deposits or will not be able to recover
collateral securities that are in the possession of an outside party. The 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, other than the following provision for deposits: The
California Government Code requires that a financial institution secure deposits made by state or
local governmental units by pledging securities in an undivided collateral pool held by a depository
regulated under state law (unless so waived by the governmental unit). The market value of the
pledged securities in the collateral pool must equal at least Il0% of the total amount deposited by
the public agencies. The District had deposits with bank balances of $30,550 as of June 30,2018.
Of the bank balance, up to $250,000 is federally insured and the remaining balance is collateralizeci
in accordance with the Code; however, the collateralized securities are not held in the District's
name.

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 Code and
the District's investment policy contain legal and policy requirements that would limit the exposure
to custodial credit risk for investments. With respect to investments, custodial credit risk generally
applies only to direct investments in marketable securities. Custodial credit risk does not apply to a
local government's indirect investment in securities through the use ofmutual funds or govemment
investment pools (such as SBCPIF).
Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment. The longer the maturity an investment has the greater its fair value is sensitive to
changes in market interest rates. The District's investment policy follows the Code as it relates to
limits on investment maturities as a means of managing exposure to fair value losses arising from
increasing interest rates. The SBCPIF is considered to have a maturity of less than 12 months.
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Propertv and Equipment
Property and equipment additions during 2018 include $6,000 for sewage treatment facilities,
541,482 for subsurface lines and $34,674 for equipment additions. Additionally, property and
equipment deletions during 2018 include $7,805 for equipment. Changes in capital assets during
2018 were as follows:
Balance

Balance

Additions

2017

Non-depreciable
Land

assets

:

s

S

$

S

2018

Depreciable assets:
Sewage treatment faci lities
Subsurface lines
Ocean outfall lines

Equipment

Total depreciable assets
Accumulated depreciation

Total depreciable assets, net

2,525

) \)\

) \)<

Total non-depreciable assets

Total capital assets, net

2,525

Transfers

(472)

2,954,312

34 674

(7,333)

1,523,000
52,961
744,027

82,156

(7,805)

5,274,300

7 80s

(2,673,946)

2,949,784

6,000

1,481,518
52,961

41,492

716,686
5,199,949
(2,536,377)

(t45,374)

2,663,572

(63,218)

8 2,666,097 $

(63,218)

2,600,354

s

$

2,602,879

Property and equipment additions during 2017 include $4,800 for sewage treatment facilities,
$7,270 for subsurface lines andS22,9l4 for equipment additions. Changes in capital assets during
2017 were as follows:
Balance
2016
Non-depreciable assets:
Land
Total non-depreciable assets
Depreciable assets:
Sewage treatment facil ities
Subsurf¿ce lines
Ocean outfall lines
Equipment
Total depreciable assets
Accumulated depreciation

Total depreciable assets, net
Total capital assets, net

g

2,525

Balance

Additions

Transfers

$

$

$

2017

2,525

2,943,984
1,474,248
52,961
818,419

2,525
2,525

4,800

2,949,794

7,270

1,491,519
52,961

22,9t4

(124,647)

716,686

5,289,612

34,984

(124,647)

5,lgg,g4g

(2,511,543)

(144,033)

2,778,069
s 2,780,594 $
-20-
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(109,049)
(109,049)

s

199

(2,536,377)

(5,448)

2,663,572

(5,448) S

2,666,097
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RetirementPlan
General Information about the Pension Plans

Plsn Descríptíons -The District is a member of Santa Barbara County's cost sharing multipleemployer defined benefit pension plan, which is administered by the Santa Barbara County
Employees' Retirement System (Retirement System). On April 28,1994, the Board of Directors
approved and adopted Resolution No. 1984-01, allowing the employees of the District to join the
Santa Barbaru County Employees' Retirement System. The Retirement System was organized
under the provision of the 1937 County Employees Retirement Act on January I,1944.
The District currently participates in General Plan 58 for employees who started prior to January 1,
2013, and PEPRA Plan 8 for employees who started on or after January I,20I3. All plans provide

benefits as defined by law upon retirement, death or disability of members based upon a
combination of age, years of service, final aveÍage salary (generally the 12 highest paid consecutive
months), and the benef,rt options selected. Cost-of-living adjustments after retirement are provided
in these plans.
Fíducíøry Responsibility -The Retirement System is controlled by its own Retirement Board,
which acts as a fiduciary agent for the accounting and control of the member and employee
contributions and investment income. The Retirement System issues its own Comprehensive
Annual Financial Reporl which includes note disclosures and required supplementary information
for the pension plan. This may be obtained online at www.sbcers.org or by writing to the Santa
BarbaraCounty Employees' Retirement System at39l6 State Street, Suite 210, SantaBarbara,CA
93 1 05.

-All pension plans provide benefits, in accordance with CERL regulations, upon
retirement, disability or death of members. Retirement benefits are based on years of service, final
average compensation, and retirement age. Employees terminating before accruing 5 years of
retirement service credit (5 year vesting) forfeit the right to receive retirement benefits unless they
establish reciprocity with another public agency within the prescribed time period. Non-vested
employees who terminate service are entitled to withdraw their accumulated contributions plus
accrued interest. Employees who terminate service after earning 5 years of retirement service credit
may leave their contributions on deposit and elect to take a deferred retirement. Differences between
expected or actual experience for vested and non-vested benefits may result in an increase or
decrease to pension expense and net pension liability.

BeneJits Provided

Service related disability benefits are based upon final average compensation or retirement benefits
(if eligible). Non-service related disability benefits are based on 1) years of service and final average
compensation or 2) retirement benefits (if eligible). Death benefits are based upon a variety of
factors including whether the participant was retired or not. Annual cost-of-living adjustments
(COLAs) after retirement are provided in all plans. COLAs are granted to eligible retired members
each April based upon the Bureau of Labor Statistics Average Consumer Price Index (CPI) for All
Urban Consumers for the Los Angeles-Riverside-Orange County area as ofthe preceding January 1
and is subject to an annual maximum dependent upon the provisions of the plans.
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Retirement Plan (Continued)
Specific details for the retirement, disability or death benefit calculations and COLA maximums for
each of the pension plans are available in the SBCERS' Comprehensive Annual Financial Report

(CAFR).

Contríbutions - Per Article 16 of the Constitution of the State of California, contribution
requirements of the active employees and the participating employers are established and may be
amended by the SBCERS Board of Retirement. Depending upon the applicable plan, employees are
required to contribute a certain percent of their annual pay. For each of the plans, the District's
contractually required contribution (formerly known as the actuarially required contribution (ARC)
rate for the years ended June 30, 2018 and 2017, was a specified percent of annual payroll,
actuarially determined as an amount that, when combined with employee contributions, is expected
to finance the costs of benefits earned by employeiis during the year. Additional amounts required to
finance any unfunded accrued liability are the responsibility of the plan sponsors. Active members
are plan members who are curuently accruing benefits andlor paying contributions into the
applicable plan.
The employer and employee contribution rates in effect at June 30,2018, are summarized
follows:
General Plan 58

Hire date
Benefit fonnula
Benefit vesting schedule
Benefit payments
Retirement age
Monthly benefits, as ao/o of eligible compensation
Required employee contribution rates
Required employer contribution rates

Prior to January 1,2013

PEPRA Plan

as

8

On or after January 1,2013

2%@s7

2%@62

5 years ofservice

5 years ofservice

monthly for life
50-62
0.6681%to 1.3093%
5.86% - 12.15%

monthly for life

33.74%

52-67
0.0100% to 0.02500/o

- 10.01%
26.46% -28.28%
8.25%

The Plans' provisions and benefits in effect at June 30,2017, are summarized as follows
General Plan 5B

Hire date
Benefit formula
Benefit vesting schedule
Benefit payments
Retirement age
Monthly benefìts, as a%o of eligible compensation
Required employee contribution rates
Required employer contributi on rates

aa

PEPRA Plan

8

Priorto January 1,2013
2%@s7
5 years ofservice
monthly for life

On or after January 1,2073

50-62
0.6681%to 1,3093%
5.54% - r1.44%

52-67

3r.48%

2%@62
5 years ofservice

monthly for life
0.0100% to 0.0250%o
7.62%
24.62%
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Retirement Plan (Continued)
Pensíon Líøbílitíes, Pensíon Expenses ønd Defewed Outflows/Inflows of Resources Related to
Pensions

AsofJune30,2018 and20lT,theSummerlandSanitaryDistrictreportednetpensionliabilitiesfor
its proportionate shares of the net pension liability of each Plan as follows:
June

$

Net Pension Liability

30,2018
813,766

June30,20Il

$

739,828

For the year ended June 30, 2018, the net pension liability of all of the Plans is measured as of June
30,2017, and the total pension liability for all Plans used to calculate the net pension liability was
determined by an actuarial valuation as of June 30,2016 rolled forward to June 30,2017 using
standard update procedures.
For the year ended June 30, 2017,the net pension liability of all of the Plans is 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.
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, actuarially determined. The District's proportionate share ofthe netpension liability for
all Plans with an acfiarial valuation and measurement date of June 30,2015 and 2014 was as

follows:
For the Year Ended June 30,2017

For the Year Ended June 30 201 8

Proportion - June 30,2016
0.0880%
0.0865%
Proportion June 30,2017
Change - Increase (Decrease) -0.0015%

Proportion - June 30,2015
Proportion - June 30,2016
Change - Increase (Decrease)

0.0881%
0.0880%
-0.0001%

For the years ended June 30, 2018 and 2017, the District recognized pension expense of $125,691
and $ 108,406, respectively.
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Retirement Plan (Continued)

At June 30,2018 and 2011, the District reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:
June 30,2018

Deferred Outflows
of Resoul'ces
Pension contributions subsequent to
measurement

date

121,519

$

Deferred Inflows

of Resources

June 30,2017
Deferred Outflows Deferred Inflows

of Resources

$

$

108,337

of Resources
$

Differences between actual and expected
experience

(s4,940)

(36,6e5)

(40,782)

(ss,887)

(9s,722)

-g--mÍ¡c -$----tørEÐ

149,360

Changes in assumptions
Changes in employer's proportion and diffet'ence
between the employer's contributions ancl the
employer's plopoltionate share of contributions

Net differences between projected ancl actual
earnings on plan investments

$

51,152

322,03r

S

140,789

Defelred outflows of resources and deferred inflows of resources above represent the unamortized
pofiion of changes to net pension liability to be recognized in future periods in a systematic and
rational manner.
Employer contributions of $121,519 reported at June 30,2018 as deferred outflows of resources
related to contributions subsequent to the measurement date will be recognized as areduction ofthe
net pension liability in the year ended June 30, 2019. Other amounts reported as deferred outflows
of Íesources and deferred inflows of resources related to pensions will be recognized as pension
expense as follows:
Year Ended June

20r9

30:
$

Amount
9,382

2020

47,623

202r

34,237
13,548

2022
2023
Thereafter

$

t04,790
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The total pension liabilities in the June 30, 2017 and 2016 actuarial
measurement date were determined using the following actuarial assumptions:

Actusríul Assumptíons

For the Year Ended June 30,

June 30,2016

Valuation Date
Measurement Date
Actual Cost Method
Actuarial Assumptions
Administrative expenses

2018

Iune 30,2017

June 30,2015
June 30,2016

Entry Age

Entry Age

Plan expenses base of $5.1 million for
the fiscal year ending June 30, 2017,to
be split between employees and
employers based on their share of the
overall contributions, with wage

inflation increases of3,00% each year.
Discount rate

7.00%
3.00%

Inflation
COLA Increases:
Basic COLA
Post-Retirement
Projected Salary
Investment Rate
Post-Retirement

COLA
Increase

of Return

Mortality

For the Year Ended June 30, 2017

Plan expenses base of $4.4 million for
the fiscal year ending June 30, 2016,to
be split between employees and
employers based on their share of the

overall contributions, with wage
inflation increases of3.50% each year.

750%
3,00%

2.75%

3.00%

2.60%

2.75%
3.50% plus merit component
7s0% (1)

3.00% plus merit component
7.00% (1)
Sex distinct 2014 CaIPERS Healthy
Annuitant Mortality Tables, with
generational improvements using
Projection Scale MP-201 6

Sex distinct RP-2000 Combined

Mortality, projected with generational
improvements using Scale BB

The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an
actuarial experience study for the period July 1, 2013 through June 30,2016. As aresult ofthe June
30,2016 actuarial study, a decrease in the discount rate, deueases in COLA and wage inflation
assumptions, and revised mortality assumptions were utilized in the June 30, 2016 valuation to
more closely reflect actual experience. The actuarial assumptions used in the June 30,2015
valuations were based on the results of an actuarial experience study for the period July 1, 2010
through June 30, 2013.
The long-term expected rate of return on pension plan investments (7.0 percent) 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. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation.
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Retirement Plan (Continued)
The target allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized for the years ended June 30, 2018 and 2017 inthe following table:

2018 For the Year Ended June 30 2017
Long-Term
Long-Term
Expected Real
Expected Real

For the Year Ended June 30

Asset Class

Domestic equity
Investment grade bonds
Emerging markets equity
Developed market non-U,S. equity
Private equity
Tips
Private real estate

Target

Allocation

Rate of

Return

Target

Allocation

Rate of Return

23%
10%

530%
8,00%

1.10%

7%
11%

8.25%
5.75%

t0%
9%

5.60%

t0%

7.50%

7%
7%
6%
4%
4%

690%

High yield bonds
Foreign bonds
Emerging market bonds

3%
3%

Natural resources (private)

0,80%

3A0%
4.30%
0.10%
3.60%

590%
1.60%
3.20%
4.20%

Commodities
Bank loans
Infrastructure (private)
Infrastructure (public)

3%
ao/
L /O

Natural resources (public)

an/
270

Real estate investment trusts

2%

Frontier market equity
Broad US equity
Core fixed income
Custom non-core fixed income
Custom real return
Custom real estate

1%

4.10%
7.00%

0%

-0.20%

Cash

Total

2%
2%

530%
530%

4.55%

19%
17%

1.00%

11%

3.33%
4.44%
5.02%

1s%

10%
0%

-0.25%

l00o/"

l00o/o

Díscount Røte -The discount rate used to measure the total pension liability was 7.0 percent. The
projection of cash flows used to determine the discount rate assumed that employee contributions
will be made at the current contribution rate and that contributions from the District will be made at
contractually required rates, actuarially determined. Based on those assumptions, the pension fund's
fiduciary net position was projected to be available to make all projected future benefit payments of
curuent active and inactive employees. In theory, the discount rate may differ from the long-term
expected rate of return discussed previously. However, based on the projected availability of the
pension fund's fiduciary net position, the discount rate is equal to the long-term expected rate of
return on pension plan investments, and was applied to all periods of projected benefit payments to
determine the total pension liability.
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Retirement Plan (Continued)
Sensítívíty of tlte Proportíonate Slture of tlte Net Pensíon Líøbílíty to Changes ín the Díscount
Rate - The following presents the District's proportionate share of the net pension liability for all
Plans, calculated using the discount rate for all 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 1percentage point lower or 1-percentage point higher than the current rate:
For the Year Ended June 30, 2018
1olo

Decrease

Net Pension Liability
Current Discount Rate
Net Pension Liability
1o%

6.0%
7,278,446
s

1olo

Decrease

Net Pension Liability

$

7.0%
813,766

Current Discount Rate
Net Pension Liability
10%

s

8.0%
434,777

Increase

Net Pension Liability

For the Year Ended June 30 2017
6.s%
$ 1,155,033
7.5o/o

$

739,828

$

399,550

Increase

Net Pension Liability

8.5%

Pensíon Plan Fíducíøry Net Posítíon - Detailed information about each pension plan's fiduciary
net position is available in the separately issued SBCERS CAFR.

Note 5 -

Other Post-Employment BenefÏts (OPEB)
Plun Descriptíon

-

The District is a member of Santa Barbara County's cost sharing multipleemployer defined benefit postemployment healthcare plan (OPEB Plan), which is administered by
the Santa Barbara County Employees' Retirement System (Retirement System). The OPEB Plan
provides medical benefits to eligible retired employees, as well as to their eligible dependents,
pursuant to California Government Code Section 31694 et. seq.

The Retirement System issues its own Comprehensive Annual Financial Report which includes note

disclosures and required supplementary information for the OPEB Plan. This may be obtained
online at www.sbcers.org or by writing to the Santa Barbara County Employees' Retirement System
af 3916 State Street, Suite 2 I 0, Santa Barbara, CA 93 1 05.

-

The District participates in the Santa Barbara County Employees' Retirement
System (SBCERS) which negotiates health care contracts with providers for its participating retired
members of the Retirement System. Retirees are offered the same health plans as active employees,
as well as enhanced senior plans for retirees on Medicare. Retiree premiums are rated separately
from active employees; as such, the District does not have a retiree premium implicit rate subsidy.

Pløn BeneJits
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Other Post-Emn

t Benefïts IOPEB) (Continued)

Pursuant to the OPEB Plan, the District has determined to provide a monthly insurance premium

subsidy of $15 (whole dollars) per year of credited service from the 401(h) account for Eligible
Retired Participants participating in the health insurance plan. The monthly insurance premium
subsidy is applied directly by the Retirement System to pay the premium and is not paid to the
retiree or other party. The maximum amount paid in any month does not exceed the premium; any
amount in excess of the premium is forfeited. If an Eligible Retired Participant does not participate
in the health insurance plan, then the Retirement System reimburses the Eligible Retired Participant
for other medical care expenses. The maximum monthly amount paid is $4 (whole dollars) per year
of credited service.

If a member is eligible for a disability retirement benefit, the member can receive a monthly health
plan subsidy of $ 187 (whole dollars) per month or a subsidy of $ 15 (whole dollars) per month per
year of service, whichever is greater. This subsidy is treated as a nontaxable amount to the disabled

recipient.

Survivors of Eligible Retired Participants (spouses and dependents) continue to receive a subsidy
proportionate to their percentage of the retiree's pension benefit (if any).

Funding Polìcy

- The contribution

requirements of plan members and the District are established
District and its board of directors. The required contribution is based on
projected pay-as-you-go financing requirements. The District pays 100%o of costs on behalf of the
eligible participants.
and may be amended by the

Net OPEB Liøbilily - As of June30,2018, the District reported anet OPEB liability of $165,330.
The net OPEB liability was measured as of June 30,2017 and the total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation dated June 30,2016,
updated to June 30, 2017.

Actuaríøl Assumptíons - The total OPEB liability in the June 30, 2017 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement, unless otherwise specified:
Salary increase rate

3% plus

arL additional longevity and promotion increase

compounded based on years of service
Investment rate of

return

Healthcare cost trend rates

Future retiree plan

election

7.00o/o, net

of investment expense

The Healthcare Cost Trend Rate is not applicable because the total
cost of health benefits is not valued. Only the monthly benefit
provided is valued using the assumption that no future increase will
be granted to the amount.
55% - monthly subsidy of $ 15 per year of service; 45% - $4 cash
benefit option
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Other Post-Emplovment Benefits (OPEB) (Continued)
Mortality rates

Mortality rates are based on the sex distinct CaIPERS Healthy
Annuitant Mortality Tables or CaIPERS Disable Annuitant
Mortality Tables (as applicable), with Generational improvement
using Projection Scale MP-2016.

The actuarial assumptions used in the valuation were based on 1) the demographic assumptions
determined in the actuarial experience study of July I,2013 - June 30,2016 for the Pension Plan,2)
implementation of the OPEB Funding Policy, and 3) current experience for OPEB Plan election by
retirees. As the benefit for the OPEB plan is a fixed payment per year of service that is curuently
lower than the premiums paid for coverage, and is expected to remain so into the future, no age
related costs are required to be developed.

Díscount Rate -The discount rate used to measure the total OPEB liability was 7.00 percent. The
projection of cash flows used to determine the discount rate assumed that the District contributions
will be made at rates equal to the actuarially determined contribution rates. Based on those
assumptions, the OPEB plan's fiduciary net position was projected to be available to make all
projected OPEB payments for current active and inactive employees and benef,rciaries. Therefore,
the long-term expected rate of return on OPEB plan investments was applied to all periods of
projected benefit payments to determine the total OPEB liability.
Cltanges ín the Net OPEB Líabílíty - The table below shows the changes in the total OPEB
liability, the Plan Fiduciary Net Position (i.e. Fair value of Plan assets), and the net OPEB liability
during the measurement period ending on June 30,2017 for the District's proportionate share.

Balance at June 30,2017
(Measurement Date June 30, 2016)
Changes Recognized for the Measulement Period:

TotalOPEB

Plan Fiduciary

Net OPEB

Liability

Net Position

Liability/(Asset)

(a)

(b

(a) - (b)

$

Service cost
Interest
Difference between expected and actual experience
Changes of assumptions

175,001

$

$

6,437
5,013

6,437
5,013

(16,507)

Contributions - employer
Contributions - member
Benefit payments

(16,507)

(4,847)

4,847

(4,614)

(4,614)

Administrative expense

(233)

233

(9,671)

Net Changes
Balance at June 30,2018
(Measurement Date June 30, 2017)

$

-29
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165,330

175,001

(9,671)
$

$

165,330
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Note 5 -

Other Post-Emplovment BenefTts (OPEB) (Continued)
Sensitívity of the Net OPEB LíabilÍty to Changes ín the Discount Rate -The following presents
the net OPEB liability of the District if it were calculated using a discount rate that is one
percentage point lower or one percentage point higher than the current rate, for measurement period
ended June 30, 2017.

Total OPEB Liability

T%

Discount

t%

Decrease

Rate

Increase

6.0%

7.0%

8.0%

$

188,516

$

165,330

$

146,101

OPEB Plun Fíducíary Net Posítíon - Detailed information about the OPEB plan's fiduciary net
position is available in the separately issued SBCERS financial report.
OPEB Expense andDeferredOutflows of Resources øndDeferredlnflows of Resourc¿s-Forthe
fiscal year ended June 30, 2018, the District recognized OPEB expense of $9,671. OPEB expense
represents the change in the net OPEB liability during the measurement period, adjusted for actual
contributions and the deferred recognition of changes in investment gain/loss, and acÍuarial
assumptions or method. At June 30,2018, the District reported deferred outflows of resources and
deferred inflows of resources related to OPEB from the following sources:
June 30, 2018

Deferred Outflows Defened Inflows
of Resources of Resources
Contributions subsequent to measurement date
Differences between expected and
actual experience
Changes in assumptions

S

4,912

$

4,912 $

$

(14,149)
(14,149)

Employer contributions of $4,912 reporled at June 30,2018 as defened outflows of resources
related to contributions subsequent to measurement date will be recognized as a reduction of OPEB
liability in the year ended June 30, 2019. Other amounts reported as deferred outflows of resources
and defered inflows of resources related to OPEB will be recognized in OPEB expense as follows:
Year Ended June 30:
2019
2020
2021
2022
2023
Thereafter

$

S
-30-

Amount
2,358
2,358
2,358
2,358
2,359
2,359
14,149

SUMMERLAND SANITARY DISTRICT
NOTES TO FINANCIAL STATEMENTS

Note6-

RiskManagement
The District is exposed to various risks of loss related to torts, theft of, damage to and destruction of
assets; enor and omissions; injuries to employees; and natural disasters. The District, as a member
of the Special District Risk Management Authority (SDRMA), has purchased various insurance

policies to manage the potential liabilities that may occuÍ from the previously named sources.
SDRMA's purpose is to arrange and administer programs of self-insured losses and to purchase
excess insurance coverage. At June 30,2018,the District participated in the liability and property
programs of the SDRMA.
Settled claims have not exceeded any of the coverage amounts in any of the last two fiscal years and
there were no reductions in the District's insurance coverage during the year ending June 30, 2017 .
Liabilities are recorded when it is probable that a loss has been incurred and the amount of the loss
can be reasonably estimated net of the respective insurance coverage. Liabilities include amounts
for claims that have been incurred but not reported (IBNR). There was no IBNR claims payable as

ofJune 30,2018.

Note 7 -

Commitments and Continqencies
In the ordinary course of conducting business, various legal matters may be pending, however, in
the opinion of the District's management, the ultimate disposition of these matters will have no
significant impact on the f,rnancial position of the District.

The District has been notified by the U.S. Environmental Protection Agency (EPA) that it is
considered a Potentially Responsible Party to the Casmalia Disposal Site (Site), an inactive
commercial hazardous waste treatment, storage, and disposal facility. The District is one among
thousands of waste generators that contributed waste to the Site.
On January 2,2000, the EPA made a de minims settlement offer to the District and other former
customers of the Site. The settlement is being offered to waste contributors ofthe minimal amounts
of waste in comparison to the other waste at the Site, and of the minimal amounts of toxic or other
hazardous effects of the waste in comparison to other waste at the Site. The EPA has offered the de
minims parties the opportunity to fully resolve their liability in exchange for cash payments based
on the volume of waste sent to the Site each year.
The District, along with the other members represented in the de minims settlement offer, has not
yet accepted the EPA's offer. The de minims group has uncovered numerous deficiencies in the
proposed settlement offer that need to be addressed. Consequently, the de minims group has
proposed a counter settlement offer, which the District believes the EPA will accept. This liability
for the District was estimated not to exceed $153,000 which was accrued and recorded by the
District
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Prior Period Adiustment as a Result of a Change in Accountins Principle

A prior period adjustment was made to beginning net position to reflect the prior period

costs

related to the implementation of GASB StatementNo. 75 Accounting and Financial Reportingfor
Postemployment Benefits Other Than Pensions.

The restatement of beginning net position is summarized as follows:

Net position at July I,2017, as originally stated
Prior period adjustments:
Post-employment health care benefits liability
Deferred outflow of post-employment benefits
Net prior period adjustment
Net position at July 1,2077, as restated

s

3,445,286

(t22,993)
4,847
(1 18,146)

_s

332?

)49_

Because all of the information required to restate prior year was not available at the time the
financial statements were available to be issued, prior year values are not presented in a comparable
manner.

Note 9 -

Reclassifïcations
Certain reclassifications have been made to prior year amounts in order to conform to cument year
presentation.

Note L0

-

Subsequent Events
Subsequent events have been evaluated through December 13,2018, the date that the f,rnancial
statements were available to be issued.
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SUMMERLAND SANITARY DISTRICT
SANTA BARBARA COUNTY EMPLOYEES' RETIREMENT SYSTDM
SCHEDULE OF SUMMERLAND SANITÄ,RY DISTRICT'S
PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
Last 10 Years*
2018

Valuation

date

Measurement

date

2017

2016

June 30,

2016

June 30,

June 30,

2017

June

liability

2015

30,2016

June

2015

30,2014

June 30,

2015

June 30, 2014
June 30,2015

0.0865%

0.0880%

0.088

l%

0.0935%

$

813,766 $

739,828 $

641,040 $

570,666

$

347,798 S

337,744 $

328,613 $

338,923

Proportionate shale of the net pension liability as
percentage of covered-ernployee

234.0%

219.0o/o

195.1%

Plan fiduciary net position as a percentage ofthe
total pension

74.9%

75.2%

77.7%

Proportion ofthe net pension

Propo|tionate share ofthe net pension
Coveled - employee

liability

payroll
payroll

liability

169.4%

80.5%

Notes to Schcdule:

Benefit Changes: The figures above do not include any liability impact that may have resulted from plan changes which occur.red after the June 30, 2014
valuation date.
+ Fiscal year 20 1 5 was the I st

yeat of implernentatiou, therefore only three years are shown.

33

SUMMDRLAND SANITARY DISTRICT
SANTA BARBARA COUNTY EMPLOYtrtrS' RtrTIREMENT SYSTEM
SCHDDULE OF SUMMDRLAND SANITARY DISTRICT'S CONTRIBUTIONS
Last 10 Years*
2018

Contlactually required contribution (actuarially

detelnined)

Contlibutions in relation to the actuarially detelmined

2017

2016

2015

$

108,337 $

103,582 $

98,716 $

105,467

corrtributious $

108,337 $

103,582 $

98,716 $

105,467

$

347,798 S

337,744 $

323,613 $

338,923

Contribution defi ciency (excess)
Coveled - employee

payroll

Contributions as a percentage ofcovered-employee

payloll

31.15%

30.67%

30.04%

Notes to Schedule:
The actuarial methods and assumptious used to set the achrarially deterrnined contributions for'fiscal year 2015-16 were derived h.orn the June 30, 2014
valuation report.

* Fiscal year

20 I 5 was the I st year

of irnplementation, therefole only three years are shown
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SUMMERLAND SANITARY DISTRICT
OTHER POST-EMPLOYMENT BENEFITS (OPEB) PLAN
SCHEDULE OF CHANGES IN THE NET OPEB LIABILITY AND RELATED RATIOS
FOR THE YEAR ENDED JUNE 30, 2018
Last 10 Years*
2018

Total OPEB Liability
Service cost
Interest on the total OPEB liability
Changes of assumptions
Benefit payments
Net change in the total OPEB liability
Total OPEB liability - beginning
Total OPEB liability - ending (a)

6,437
5,013

$

(16,507)
4 614
(9,611)
175,001
$

Plan Fiduciary Net Position
Contributions - employer
Net investment income
Benefit payments
Administrative expenses
Net change in the Plan Fiduciary Net Position
Plan Fiduciary Net Position - beginning
Plan Fiduciary Net Position - ending (b)

$

4,847

$
$

Plan Fiduciary Net Position as a percentage of the total OPEB

liability

Covered-employeepayroll
payroll

165,330

0.00%

$

Measurement date
Valuation date

ó5,JJU

(4,614)
(233)

Net OPEB liability - ending (a) - (b)

Net OPEB Liability as a percentage of covered-employee

I

g4j,79ï
4754%

June 30, 2017
June 30, 2016, updated to June 30,2017

Notes to Schedule:
* Historical information is required only for measurement periods for which GASB 75 is applicable
Future years' information will be displayed up to 10 years as information becomes available.
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