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WEST COUNTY WASTEWATER DISTRICT
November 30, 2016

To the Honorable Board of Directors and
Citizens of the West County Wastewater District:

State statutes require an annual audit by an independent certified public accountant. This
report is published to fulfill that requirement for the fiscal year ended June 30, 2016.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal controls that it has
established for this purpose. Cost of internal control should not exceed anticipated benefits;
therefore, the objective is to provide reasonable, rather than absolute, assurance that the
financial statements are free of any material misstatement.

The Pun Group, Certified Public Accountants, have issued an unmodified ("clean") opinion on the
West County Wastewater District's ("District”) financial statements for the year ended June 30,
2016. The independent auditor's report is located at the front of the financial section of this
report.

Management's discussion and analysis (MD&A) immediately follows the independent auditor's
report and provides a narrative introduction, overview and analysis of the basic financial
statements, complements this letter of transmittal and should be read in conjunction with it.

PROFILE OF THE DISTRICT

The District (formerly the San Pablo Sanitary District) was organized on December 19, 1921 and
reorganized under the Sanitary District Act of 1923. In 1978, the District changed its name to
West Contra Costa Sanitary District and in 1992 changed again to West County Wastewater
District. The District has existed for 95 years for the purpose of protecting and serving the public
health of the community through the construction and maintenance of a sewer system. The
District is an independent Special District and is not financially responsible for any other
governmental entity nor is it a component unit of another governmental entity.

The District prepares a Two-Year Comprehensive Operating Budget and a Five-Year Capital
Improvement Plan that is approved by the Board of Directors.

The District is located in the western section of the County of Contra Costa approximately 28
miles northeast of San Francisco and 12 miles north of Oakland. The District's service area
encompasses 16.9 square miles all within the County of Contra Costa. Roughly 6.8 square miles
(or 40% of the total) lie within the boundaries of the City of Richmond, 2.5 square miles (or 15%
of the total) lie within the City of San Pablo, 0.4 square miles (or 2% of the total) within the City
of Pinole and the remaining 7.2 square miles (or 43% of the total) are in the unincorporated
areas of the County of Contra Costa. The District's service area is fairly hilly, typical of the
California coastal region. The population of the District is approximately 102,000. The District
contains approximately 38,000 parcels.

BOARD MEMBERS: M. Caine A. Comeaux A. Granzella L. McNeil B. Toler, Jr.
BOARD ATTORNEY: A. Cabral GENERAL MANAGER: E.J. Shalaby



The District is governed by a five-member Board of Directors elected at large for four-year
over-lapping terms. The President is elected by members of the Board, customarily for a
one-year term of office. Historically, the tenure of directors has generally been long, which
enabled the District to maintain continuity and stability in policies and service. The District's
daily functions are administered by a General Manager who serves at the pleasure of the Board
of Directors. Mr. E. J. Shalaby, General Manager, has been employed by the District for 13 years,
serving in his present capacity since December 1, 2003.

The District's operation includes sewage collection, treatment and disposal. The District also
provides contract services to neighboring communities to maintain various local government
facilities. Since February 1977, the District participates in the West County Agency (WCA), a
joint powers authority, with the City of Richmond's Municipal Sanitary Sewer District for the
purpose of constructing and maintaining effluent and sludge disposal facilities.

The U. S. Environmental Protection Agency, the California Regional Water Quality Control
Board, the California Health Services Department, as well as other regulatory agencies provide
the permits and standards that the District must meet in order to collect, treat, recycle, reuse
and dispose of wastewater.

LOCAL ECONOMY

The real estate economy continues to improve with the median home price in San Pablo
increasing to approximately $390,000. This had a positive impact on the District’s property tax
revenues.

The District's Board of Directors maintains sound fiscal policies and closely monitors expenses.
The District's annual Environmental Quality (Sewer Use) Charge increased to $422 per single
family residence for Fiscal Year 2015/16 and even with this increase, it remains one of the
lowest among neighboring Bay Area sanitary sewer providers.

LONG TERM PLANNING

Environmental Quality (Sewer Use) Charge revenues are the main source of revenue for the
District. The District does not fund capital replacement costs through operating revenues.
The District has established various reserves as follows: Rate Stabilization, Operating,
Insurance, Catastrophic Insurance and Capital Improvement and Replacement Reserves. The
District's Board of Directors reviews reserve levels annually to determine whether the levels
established provide for the financial security required of a fiscally responsible local
government.

A portion of the annual Environmental Quality (Sewer Use) Charge revenues, interest revenues
and all property tax revenues are utilized to fund capital asset additions and replacements. The
District completed a 20-Year Comprehensive Master Plan and adopted a Five-Year Capital
Improvement Plan with $150 million in projects. The District is working with the State Water
Resources Control Board to borrow sufficient funds to cover the majority of the identified
projects.

RELEVENT FINANCIAL POLICIES

A utility or other enterprise government agency is a self-supporting operation of a commercial
nature and the appropriate level of revenues and expenses is largely determined by the
demand for service. Depending upon the timing and level of demand for service, the expenses
will vary. Accordingly, the District's budgetary controls are established at the levels of total
estimated expenses.




MAJOR INITIATIVES

The District strives to protect public health and San Francisco Bay by providing our communities
with wastewater collection and treatment for reuse or disposal in an environmentally
responsible, efficient and reliable manner.

The District adopted a 20-Year District-wide Master Plan to address its infrastructure needs and
has determined that it is necessary to borrow from the State Revolving Fund to finance most of
the identified projects. The impact of the Master Plan will be felt in District operations, capital
program and rates for the next 30 years.

AWARDS & ACKNOWLEDGEMENTS

In recognition of its outstanding work, the District has received Platinum and Gold awards from
the National Association of Clean Water Agencies (NACWA) for 13 consecutive years in
recognition of compliance with its National Pollutant Discharge Elimination System (NPDES)
permit. In addition, the California Water Environment Association selected the District as the
best Medium Plant of the Year for the San Francisco Bay Area in 2012.

The District received the California Society of Municipal Finance Officers (CSMFO) award for
outstanding financial reporting for its Comprehensive Annual Financial Report (CAFR) for the
fiscal year ended June 30, 2015. This was the 18" consecutive year that the District has been
recognized for its financial reporting. In order to receive an award, a government agency must
publish an easily readable and efficiently organized CAFR. This report must satisfy both
generally accepted accounting principles (GAAP) and applicable legal requirements. The award
is valid for a period of one year only. The District believes that the current CAFR continues to
meet the award program requirements and plans to submit this report to the CSMFO for
consideration.

The preparation of this report would not have been possible without the efficient and dedicated
services of the members of the Business Services department. Management wishes to express its
appreciation to all staff that assisted and contributed to the preparation of this report,
especially the District’s Finance Supervisor, Dean Prater. Credit also must be given to the Board
of Directors in the planning and implementation of the financial affairs of the District.

Respectfully submitted,

Wt

Lisa Malek-Zadeh
Business Services Manager
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February 23, 2016
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Michael Gomez, Chair
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Jesse Takahashi
CSMFO President

Dedicated Excellence in Municipal Financial Reporting
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The West County Wastewater District received the California Society of Municipal Finance
Officers (CSMFO) Outstanding Financial Reporting Award for Fiscal Year Ending June 30, 2015,

and was the sixth year of receiving the award.



WEST COUNTY WASTEWATER DISTRICT
Mission Statement, Vision, and Core Values

Mission Statement

To protect public health and San Francisco Bay by providing our communities with wastewater
collection and treatment for reuse or disposal in an environmentally responsible, efficient and
reliable manner.

Vision
e A sustainable fee and rate structure that adequately meets the District’s needs.
A continued commitment to fiscal responsibility.
A continued preventative maintenance focus.
Sufficient resources to support both compliance and work efficiency requirements.
A strong a stable relationship with employees.
A strong and enduring relationship with our General Manager.
Supportive of regional partnerships.
Supportive of emerging technologies to foster efficient services, and good customer
care.
e A strong community outreach/communications program.

Core Values
e To be cost efficient, practical and responsible.
To support our commitment to maintenance of our plant and collection infrastructure.
To support our dedication to be innovative, regional and industry leaders.
To be responsive to our customers.
To support employee safety, productivity, retention and motivation.
To protect public health, the environment and support regulatory compliance.
To promote ethical behavior in the conduct of District business.



WEST COUNTY WASTEWATER DISTRICT
Principal Officials and Management

BOARD OF DIRECTORS

Leonard R. McNeil

President
Audrey L. Comeaux Alfred M. Granzella
Secretary Director
Michael Caine Burl Toler, Jr.
Director Director

Legal Counsel

Mr. Alfred A. Cabral
Pelletreau, Alderson and Cabral

Management

E. J. Shalaby, General Manager
Ken R. Cook, Engineering Services Manager
Brian E. Hill, Water Quality Manager
Lisa Malek-Zadeh, Business Services Manager



West County Wastewater District
Organizational Chart Fiscal Year 2015/16
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WEST COUNTY WASTEWATER DISTRICT
District Map
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
of the West County Wastewater District
Richmond, California

Report on the Financial Statements

We have audited the accompanying financial statements of the West County Wastewater District (District), which
comprise of the balance sheet as of June 30, 2016 and 2015, and the related statements of revenues, expenses and
changes in net position and cash flows for the years then ended, and the related notes to the financial statements,
which collectively comprise the District’s basic financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express 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 standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the District as of June 30, 2016 and 2015, and the respective changes in financial position
and cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

2121 North California Blvd., Sygte 290, Walnut Creek, California 94596
Tel: 925-974-3394 * Fax: 925-974-3501
WWW.pungroup.com



To the Board of Directors
of the West County Wastewater District
Richmond, California

Emphasis of Matter
Net Pension Liability

As discussed in Note 1 to the basic financial statements, the District implemented GASB Statement No. 68,
Accounting and Financial Reporting for Pension Plans-an amendment of GASB Statement No. 27, and GASB
Statement 71, Pension Transition for Contributions Made Subsequent to the Measurement Date-an amendment of
GASB Statement No. 68 on July 1, 2014. The net pension liability is reported in the balance sheet in the amount of
$8,304,443 and $7,228,755 as of the measurement dates of June 30, 2015 and 2014, respectively. The net pension
liability is calculated by actuaries using estimates and actuarial techniques from an actuarial valuation as of June 30,
2014 and 2013, were then rolled-forward by the actuaries to June 30, 2015 and 2014, the measurement dates. Our
opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 16 through 20 and the Schedule of the District's Proportionate Share of the Plan’s Net Pension
Liability, the Schedule of District’s Contributions to the Pension Plans, and the Schedule of Funding Progress — Other
Post-Employment Benefits Plan on pages 54 through 56, respectively, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audits were conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District’s basic financial statements as a whole. The introductory and the statistical sections are presented for
purposes of additional analysis and are not required parts of the basic financial statements. The introductory and
statistical sections have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 20, 2016, on our
consideration of the District’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the District’s
internal control over financial reporting and compliance.

Walnut Creek, California
December 20, 2016
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WEST COUNTY WASTEWATER DISTRICT
Management’s Discussion and Analysis

For the Fiscal Year Ending June 30, 2016

Management’s Discussion and Analysis (“MD&A”) is designed to focus on the current year’s
activities, resulting changes, and currently known facts. It should be read in conjunction with
the District’s financial statements. The MD&A also provides information regarding the economic
factors affecting the District and financial contact information.

FINANCIAL HIGHLIGHTS

e The District had a net position balance of $81.5 million at June 30, 2016. Total net position
was comprised of unrestricted assets of $1.5 million and amounts invested in capital assets
of $80.0 million. Net position increased by $4.0 million for the fiscal year.

e The District’s total operating revenues were $18.0 million and total operating expenses
were $16.0 million, resulting in operating income of $2.0 million for the year. This compares
to operating income of $0.5 million for the prior year.

e The District’s non-operating revenues were $1.7 million. There were no non-operating
expenses for the year. This compares to non-operating income of $1.5 million and
non-operating expenses of $2.3 million for the prior year. Prior year non-operating costs are
primarily costs for the District-Wide Master Plan.

e Capital contributions were $0.4 million for the fiscal year and were comprised of connection
fees. This compares to capital contributions of $0.8 million for the prior year.

USING THE ANNUAL REPORT

The annual report consists of this MD&A, a series of basic financial statements (described below)
and notes to those statements. These statements are organized so the reader can understand
the District as a financial whole. The statements provide an increasingly detailed look at
specific financial activities. The basic financial statements also include notes that explain some
of the information in the financial statements and provide more detailed data.

BASIC FINANCIAL STATEMENTS

The District consists exclusively of one Enterprise (Business) Fund. Enterprise funds utilize the
full accrual basis of accounting. The Enterprise method of accounting is similar to accounting
utilized by the private sector accounting.

Statement of Net Position (Balance Sheet): The Statement of Net Position is designed to
represent the net available liquid (non-capital) assets, net of liabilities, for the entire District.
Net Position is reported in three broad categories within the Statement of Net Position:

e Net Position, Invested in Capital Assets, Net of related Debt: This component of Net Position
consists of all Capital Assets, reduced by the outstanding balances of any bonds, mortgages,
notes or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

o Restricted Net Position: This component of Net Position consists of restricted assets; when
constraints are placed on the asset by creditors (such as debt covenants), grantors,
contributors, laws, regulations, etc.

e Unrestricted Net Position: Consists of Net Position that do not meet the definition of “Net
Position Invested in Capital Assets, Net of Related Debt”, or “Restricted Net Position”.

15



WEST COUNTY WASTEWATER DISTRICT
Management’s Discussion and Analysis
For the Fiscal Year Ending June 30, 2016

Statement of Revenues, Expenses and Changes in Net Position: This statement is similar to an
Income Statement and includes Operating Revenues, Operating Expenses, and Non-Operating
Revenue and Expenses. The focus of this Statement is the “Change in Net Position”, which is
similar to Net Income or Loss.

Statement of Cash Flows: This statement discloses net cash provided by, or used for, operating
activities, non-capital financing activities, and from capital and related financing activities.

SUMMARY OF THE STATEMENT OF NET POSITION (BALANCE SHEETS)
The following table reflects the condensed statement of Net Position for the current and
preceding fiscal years. The District is engaged only in Business-Type Activities.
TABLE 1
Balance Sheets

Percent
Increase Increase
2016 2015 (Decrease) (Decrease)
Assets:
Current Assets $ 15,224,589 $ 21,989,914 $ (6,765,325) -30.77%
Capital Assets 82,570,051 67,561,592 15,008,459 22.21%
Other Non-Current Assets 612,448 409,500 202,948 49.56%
Total Assets 98,407,088 89,961,006 8,446,082 9.39%
Deferred Outflows of Resources 1,103,034 927,725 175,309 18.90%
Total Assets and Deferred Outflows of
Resources $ 99,510,122 $ 90,888,731 $ 8,621,391 9.49%
Liabilities:
Current Liabilities 5,177,218 2,605,495 2,571,723 98.70%
Long-term Liabilities 11,501,875 8,300,503 3,201,372 38.57%
Total Liabilities 16,679,093 10,905,998 5,773,095 52.94%
Deferred Inflows of Resources 1,298,626 2,545,564 (1,246,938) -48.98%
Net Position:
Net Investment in Capital Assets 80,006,751 67,486,623 12,520,128 18.55%
Unrestricted 1,525,652 9,950,546 (8,424,894) -84.67%
Total Net Position 81,532,403 77,437,169 4,095,234 5.29%
Total Liabilities, Deferred Inflows of
Resources and Net Position $ 99,510,122 $ 90,888,731 $ 2,848,296 3.13%

Major Factors Affecting the Statement of Net Position

e 97% of current assets consist of cash and equivalents at June 30, 2016. Current assets
decreased by $6.8 million, primarily due to capital asset spending.

e See Table 3 for a discussion of Capital Asset changes.

e Deferred outflows of resources increased by $0.2 million as a result of GASB 68 Deferred
Outflows. This is discussed in the Note 8 to Financial Statements on page 37.

e Current liabilities consist of accounts payable and payroll related liabilities. Current
liabilities increased by $2.6 million, primarily due to capital asset spending.

e Long-term liabilities increased by $3.2 million, primarily due to long-term debt borrowings.

16



WEST COUNTY WASTEWATER DISTRICT
Management’s Discussion and Analysis
For the Fiscal Year Ending June 30, 2016

e The District has outstanding debt of $2.6 million at June 30, 2016.

e See Table 3 for a discussion of Net Position Invested in Capital Assets changes.

e Net Position Unrestricted decreased by $8.4 million due to capital asset spending, net of
accumulated depreciation, and Change in Net Position for the year.

SUMMARY OF THE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Table 2 presents the revenues and expenses for the current and preceding fiscal years. The

District is engaged only in Business-Type Activities.

TABLE 2

Statements of Revenues, Expenses, and Changes in Net Position

Percent
Increase Increase
2016 2015 (Decrease) (Decrease)
Revenues
Operating revenues
Service charges 17,329,830 $ 15,650,703 $ 1,679,127 10.73%
Sewer fees 322,854 396,580 (73,726) -18.59%
Toll zone fees 33,781 36,040 (2,259) -6.27%
Service contracts 286,017 329,339 (43,322) -13.15%
Subtotal- Operating revenues 17,972,482 16,412,662 1,559,820 9.50%
Non-operating revenues
Property Taxes 1,119,870 1,115,669 4,201 0.38%
Rental income 353,536 258,827 94,709 36.59%
Investment income 70,451 43,743 26,708 61.06%
Other non-operating revenues 123,453 48,696 74,757 153.52%
Subtotal- non-operating revenues 1,667,310 1,466,935 200,375 13.66%
Total revenues 19,639,792 17,879,597 1,760,195 9.84%
Expenses
Operating expenses 15,963,955 15,902,345 61,610 0.39%
Non-operating expenses - 2,323,820 (2,323,820) -100.00%
Total expenses 15,963,955 18,226,165 (2,262,210) -12.41%
Increase (decrease) before capital
contributions 3,675,837 (346,568) 4,022,405 -1160.64%
Capital contributions 419,397 780,493 (361,096) -46.27%
Change in net position 4,095,234 433,925 3,661,309 843.77%
Net position, beginning 77,437,169 86,070,895 3,300,213 3.83%
Prior period adjustments - (9,067,651) 9,067,651
Net position, ending 81,532,403 $ 77,437,169 $ 6,961,522 8.99%

Major Factors Affecting the Statement of Revenue, Expenses and Changes in Net Position:

e The District’s total operating revenues were $18.0 million and total operating expenses
were $16.0 million, resulting in operating income of $2.0 million for the year. This compares
to operating income of $0.5 million for the prior year. Service Charges increased $1.7 million
due primarily to a Sewer Use Charge rate increase of 11.0%. Other operating revenues
decreased $0.1 million due to primarily to decreased sewer permits, plan approval fees,
storm water inspection fees, and service contracts.
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WEST COUNTY WASTEWATER DISTRICT
Management’s Discussion and Analysis
For the Fiscal Year Ending June 30, 2016

e The District’s non-operating revenues were $1.7 million for the year. This compares to
non-operating revenues of $1.5 million for the prior year. There were no non-operating
expenses for the year. This compares to non-operating expense of $2.3 million for the prior
year. Prior year non-operating costs are primarily costs for the District-Wide Master Plan.

e Operating Expenses increased $0.1 million, primarily due to increased salaries, wages, and
benefits.

e Non-operating revenues of $1.7 million for the year increased 14% over the prior year. This
$0.2 million increase was due primarily to increased rental income.

e Capital contributions were $0.4 million for the fiscal year and were comprised of connection
fees. This compares to capital contributions of $0.8 million for the prior year.

e The GASB 68 Prior Period Adjustment of $9.1 million is discussed in Note 11 to the Financial
Statements on page 50.

SUMMARY OF CAPITAL ASSETS
Table 3 presents a summary of the District’s capital assets as of June 30, 2016. More detailed
information on capital asset activity is provided on Note 5 to the financial statements.

TABLE 3
Summary of Capital Assets

Percent
Increase Increase
2016 2015 (Decrease) (Decrease)

Land $ 2,451,806 $ 2,451,806 $ - 0.00%
Construction in process 18,507,918 2,251,105 16,256,813 722.17%
Sewerage facilities 118,346,926 117,020,239 1,326,687 1.13%
Equipment 7,093,874 6,708,971 384,903 5.74%
Vehicles 2,283,740 2,137,466 146,274 6.84%
Subtotal ! 148,684,264 130,569,587 18,114,677 13.87%
Less accumulated depreciation (66,114,213) (63,007,995) (3,106,218) 4.93%
Total capital assets, net $ 82,570,051 $ 67,561,592 15,008,459 22.21%

Capital Asset Highlights:

Capital Assets increased $15.0 million net, due to capital asset additions of $18.1 million, less
depreciation expense of $3.1 million. Additions were primarily water pollution control plant
upgrades and sewer pipe replacements.

ECONOMIC FACTORS AND NEXT YEAR'S RATES

¢ While the District has the ability to raise the sewer service charge to meet its long-term
needs, it does so conservatively to minimize the impact on rate payers. Effective July 1,
2016, the District increased its sewer service charge from $381 to $422 (+10.8%) per
residence with an equivalent increase for commercial and industrial customers.

18



WEST COUNTY WASTEWATER DISTRICT
Management’s Discussion and Analysis
For the Fiscal Year Ending June 30, 2016

e The Board of Directors approved 11% annual sewer service charge rate increases for fiscal
years beginning July 1, 2015 through June 30, 2020 in order to fund $330 million of
maintenance and capital improvement costs identified by the 2012 20-Year District-Wide
Master Plan.

¢ In order to reduce the burden on rate payers in the near term, the District applied for low
interest loans from the California State Water Resources Control Board (SRF). The SRF
approved four loans totaling $44.3 million with interest rates or 1.0% or 1.9%. Repayment of
these loans is dependent on future rate increases.

e The District continues to identify areas to reduce spending and achieve efficiencies through
its Strategic Plan and biennial budget process.

FINANCIAL CONTACT

The individual to be contacted regarding this report is Lisa Malek-Zadeh, Business Services
Manager, at (510) 222-6700, or Imalek-zadeh@wcwd.org. Specific requests may be submitted
to: Lisa Malek-Zadeh, Business Services Manager, West County Wastewater District, 2910
Hilltop Drive, Richmond, CA 94806-1974.
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West County Wastewater District
Balance Sheets
June 30, 2016 and 2015

ASSETS AND
DEFERRED OUTFLOWS OF RESOURCES 2016 2015
Current assets:
Cash and investments (Note 2) $ 14,692,196 $ 21,364,758
Accrued interest receivable 23,000 12,716
Accounts receivable, net (Note 3) 259,137 339,922
Materials and supplies inventory 155,405 169,942
Prepaid items 94,851 102,576
Total current assets 15,224,589 21,989,914
Non-current assets:
Note receivable (Note 4) 409,500 409,500
Net other post-employment benefits asset (Note 7) 202,948 -
Capital assets — not being depreciated (Note 5) 20,959,724 4,702,911
Capital assets — being depreciated, net (Note 5) 61,610,327 62,858,681
Total non-current assets 83,182,499 67,971,092
Total assets 98,407,088 89,961,006
Deferred outflows of resources:
Pension contributions made after the measurement date (Note 8) 978,212 808,084
Difference between actual and proportionate share of employer contributions (Note 8) - 8,119
Adjustment due to differences in proportions (Note 8) 71,692 111,522
Differences between expected and actual experience (Note 8) 53,130 -
Total deferred outflows of resources 1,103,034 927,725
Total assets and deferred outflows of resources $ 99,510,122 $ 90,888,731
LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND NET POSITION
Current liabilities:
Accounts payable and accrued expenses $ 3,848,093 $ 1,481,013
Accrued salaries and benefits 431,875 587,577
Accrued interest payable 15,414 179
Long-term liabilities — due within one year:
Compensated absences (Note 6) 879,261 536,726
Loans payable (Note 9) 2,575 -
Total current liabilities 5,177,218 2,605,495
Non-current liabilities:
Long-term liabilities — due in more than one year:
Compensated absences (Note 6) 636,707 996,779
Loans payable (Note 9) 2,560,725 74,969
Net pension liability (Note 8) 8,304,443 7,228,755
Total non-current liabilities 11,501,875 8,300,503
Total liabilities 16,679,093 10,905,998
Deferred inflows of resources
Differences between projected and actual earnings on pension plan investments (Note 8) 251,991 2,429,197
Difference between actual and proportionate share of employer contributions (Note 8) 411,098 116,367
Adjustment due to differences in proportions (Note 8) 132,869 -
Changes in assumptions (Note 8) 502,668 -
Total deferred inflows of resources 1,298,626 2,545,564
Net position:
Net investment in capital assets (Note 10) 80,006,751 67,486,623
Unrestricted 1,525,652 9,950,546
Total net position 81,532,403 77,437,169
Total liabilities, deferred inflows of resources and net position $ 99,510,122 $ 90,888,731

See accompanying Notes to the Basic Financial Statements 23



West County Wastewater District

Statements of Revenues, Expenses and Changes in Net Position

For the Years Ended June 30, 2016 and 2015

Operating revenues:
Service charges
Sewer fees
Toll zone fees
Service contracts

Total operating revenues

Operating expenses:
Sewage collection
Sewage treatment
Administration — general
Service contracts
West County Agency

Total operating expenses before depreciation

Operating income before depreciation
Depreciation expense

Operating income

Non-operating revenues (expenses):
Property taxes — ad valorem
San Pablo redevelopment allocation
Rental income
Investment income
Master plan
Other revenue, net

Total non-operating revenues (expenses), net
Net income (loss) before capital contributions

Capital contributions:
Connection fees

Change in net position

Net position:
Beginning of year, as previously stated

Prior period adjustment (Note 11)
End of year

See accompanying Notes to the Basic Financial Statements 24

2016 2015
17,329,830 $ 15,650,703
322,854 396,580
33,781 36,040
286,017 329,339
17,972,482 16,412,662
3,815,139 3,768,123
5,976,699 5,759,266
2,631,540 2,740,638
272,421 303,388
148,541 107,463
12,844,340 12,679,378
5,128,142 3,733,284
(3,119,615) (3,222,967)
2,008,527 510,317
977,876 900,157
141,994 215,512
353,536 258,827
70,451 43,743
- (2,323,820)
123,453 48,696
1,667,310 (856,885)
3,675,837 (346,568)
419,397 780,493
4,095,234 433,925
77,437,169 86,070,895
- (9,067,651)
81,532,403 $ 77,437,169




West County Wastewater District
Statements of Cash Flows
For the Years Ended June 30, 2016 and 2015

Cash flows from operating activities:
Cash receipts from customers and others
Cash paid to employees for salaries and benefits
Cash paid to vendors and suppliers for materials and services

Net cash provided by operating activities

Cash flows from non-capital financing activities:
Property taxes — ad valorem
San Pablo redevelopment allocation

Net cash provided by non-capital financing activities

Cash flows from capital and related financing activities:
Acquisition and construction of capital assets
Proceeds from connection fees
Proceeds from loans payable issuance

Net cash provided by (used in) capital and related financing activities

Cash flows from investing activities:
Investment earnings

Net cash provided by investing activities
Net increase (decrease) in cash and cash investments

Cash and investments:
Beginning of year
End of year

Reconciliation of operating income to net cash provided by
operating activities:
Operating income

Adjustments to reconcile operating income to net cash provided by

operating activities:
Depreciation
Rental income
Master plan
Other revenue, net
Change in assets — (increase) decrease:
Accounts receivable, net
Materials and supplies inventory
Prepaid items
Net other post-employment benefits asset
Change in deferred outflows of resources — (increase) decrease
Change in liabilities — increase (decrease):
Accounts payable and accrued expenses
Accrued salaries and benefits
Compensated absences
Net other post-employment benefits obligation
Net pension liability
Change in deferred inflows of resources — increase (decrease)

Total adjustments

Net cash provided by operating activities

See accompanying Notes to the Basic Financial Statements 25

2016 2015
$ 18,530,256 $ 16,693,890
(8,622,746) (8,533,570)
(2,554,998) (6,445,269)
7,352,512 1,715,051
977,876 900,157
141,994 215,512
1,119,870 1,115,669
(18,112,839) (481,697)
419,397 780,493
2,488,331 74,969
(15,205,111) 373,765
60,167 40,525
60,167 40,525
(6,672,562) 3,245,010
21,364,758 18,119,748
$ 14,692,196 $ 21,364,758
$ 2,008,527 $ 510,317
3,119,615 3,222,967
353,536 258,827
- (2,323,820)
123,453 48,696
80,785 (26,295)
14,537 (34,446)
7,725 3,482
(202,948) -
(175,309) 39,631
2,367,080 270,505
(155,702) 63,422
(17,537) 107,855
- (165,402)
1,075,688 (2,648,325)
(1,246,938) 2,387,637
5,343,985 1,204,734
$ 7,352,512 $ 1,715,051




West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 1 — Reporting Entity and Summary of Significant Accounting Policies

The West County Wastewater District (District) is a sanitary district formed December 19, 1921, and operates
pursuant to the provision of Section 6400 et. seq. of the State of California Health and Safety Code. The District is
governed by an elected five member Board of Directors that exercise the powers allowed by state statues. The District
is a stand-alone governmental entity and is not financially responsible for any other governmental unit or agency.

The criteria used in determining the scope of the financial reporting entity is based on the provisions of Governmental
Accounting Statements No. 61, The Financial Reporting Entity. The District is the primary governmental unit based
on the foundation of a separately elected governing board that is elected by the citizens in a general popular election.
Component units are legally separate organizations for which the elected officials of the primary government are
financially accountable. The District is financially accountable if it appoints a voting majority of the organization’s
governing body and: 1) It is able to impose its will on that organization, or 2) There is a potential for the organization
to provide specific financial benefits to, or impose specific financial burdens on, the primary government. The District
has no component units.

Basis of Presentation

Financial statement presentation follows the recommendations promulgated by the Governmental Accounting
Standards Board (GASB) commonly referred to as accounting principles generally accepted in the United States of
America (U.S. GAAP). GASB is the accepted standard-setting body for establishing governmental accounting and
financial reporting standards.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The Financial Statements (i.e., the balance sheets, the statements of revenues, expenses and changes in net position,
and statements of cash flows) report information on all of the activities of the primary government. The District
accounts for its operations (a) that are financed and operated in a manner similar to private business enterprises —
where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily through user charges; or (b)
where the governing body has decided that periodic determination of revenues earned, expenses incurred, and/or net
income is appropriate for capital maintenance, public policy, management control, accountability or other purposes.

The Financial Statements are reported using the ““economic resources” measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Grants and similar items are recognized as revenue as all eligibility requirements
have been met. Interest associated with the current fiscal period is considered to be susceptible to accrual and so has
been recognized as revenue of the current fiscal period.

In accordance with GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred
Inflows of Resources, and Net Position, the balance sheets report separate sections for Deferred Outflows of
Resources, and Deferred Inflows of Resources, when applicable.

Deferred Outflows of Resources represent outflows of resources (consumption of net position) that apply to
future periods and that, therefore, will not be recognized as an expense until that time.

Deferred Inflows of Resources represent inflows of resources (acquisition of net position) that apply to
future periods and that, therefore, are not recognized as a revenue until that time.
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West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

Operating revenues are those revenues that are generated from the primary operations of the District. The District
reports a measure of operations by presenting the change in net position from operations as operating income in the
statements of revenues, expenses, and changes in net position. Operating activities are defined by the District as all
activities other than financing and investing activities (interest expense and investment income), grants and
subsidies, and other infrequently occurring transactions of a non-operating nature. Operating expenses are those
expenses that are essential to the primary operations of the District. All other expenses are reported as non-operating
expenses.

Accounting Changes
The District has implemented the following GASB Statements for the fiscal years ending June 30, 2016 and 2015:

Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of GASB Statement No. 27). This
Statement establishes standards for measuring and recognizing liabilities, deferred outflow of resources, deferred inflows
of resources, and expense/expenditures for pension plans. This Statement identifies the methods and assumptions that
should 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. This statement became effective for periods beginning after
June 15, 2014. See Note 11 for prior period adjustment as a result of implementation.

Statement No. 69, Government Combinations and Disposals of Government Operation. This Statement establishes
accounting and financial reporting standards related to government combinations and disposals of government
operations. As used in this Statement, the term government combinations includes a variety of transactions referred
to as mergers, acquisitions, and transfers of operations This statement became effective for periods beginning after
December 15, 2013 and did not have a significant impact on the District’s financial statements for year ended June
30, 2015.

Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date — an amendment
of GASB Statement No. 68. This statement establishes standards relates to amounts associated with contributions, if
any, made by a state or local government employer or nonemployer contributing entity to a defined benefit pension
plan after the measurement date of the government's beginning net pension liability. This statement became effective
for periods beginning after June 15, 2014. See Note 11 for prior period adjustment as a result of implementation.

Statement No. 72, Fair Value Measurement and Application, which provides guidance for determining a fair value
measurement for financial reporting purposes. This statement also provides guidance for applying fair value to
certain investments and disclosure related to all fair value measurements. Application of this statement is effective
for fiscal year ending June 30, 2016.

Statement No. 73, Accounting and Financial Reporting for Pension and Related Assets That Are Not within the
Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements 67 and 68. This statement
establishes requirements for those pensions and pension plans that are not administered through a trust meeting
specified criteria (those not covered by GASB Statements 67 and 68). Application of this statement is effective for
the District’s fiscal year ending June 30, 2016, except those provisions that address employers and governmental
nonemployer contributing entities that are not within the scope of GASB Statement 68, which are effective for
financial statements for fiscal year ending June 30, 2017.

27



West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)
Accounting Changes (Continued)

Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles for State and Local Governments.
This statement reduces the generally accepted accounting principles (GAAP) hierarchy to two categories of
authoritative GAAP from the four categories under GASB Statement No. 55, The Hierarchy of Generally Accepted
Accounting Principles for State and Local Governments. The first category of authoritative GAAP consists of GASB
Statements of Governmental Accounting Standards. The second category comprises GASB Technical Bulletins and
Implementation Guides, as well as guidance from the American Institute of Certified Public Accountants that is
cleared by the GASB. Application of this statement is effective for fiscal year ending June 30, 2016.

Cash and Cash Equivalents

Cash and cash equivalents include all highly liquid investments with original maturities of 90 days or less and are
carried at cost, which approximates fair value.

Investments

Investments are reported at fair value. Changes in fair value that occur during a fiscal year are recognized as
unrealized gains or losses and reported for that fiscal year. Investment income comprises interest earnings, changes
in fair value, and any gains or losses realized upon the liquidation or sale of investments.

In accordance with GASB Statement No. 72, Fair Value Measurement and Application, defines fair value,
establishes a framework for measuring fair value and establishes disclosures about fair value measurement.
Investments, unless otherwise specified, recorded at fair value in the balance sheet, are categorized based upon the
level of judgment associated with the inputs used to measure their fair value. Levels of inputs are as follows:

Level 1 — Inputs are unadjusted, quoted prices for identical assets and liabilities in active markets at the
measurement date.

Level 2 — Inputs, other than quoted prices included in Level 1 that are observable for the asset or liability through
corroboration with market data at the measurement date.

Level 3 — Unobservable inputs that reflect management’s best estimate of what market participants would use in
pricing the asset or liability at the measurement date.

Receivables and Allowance for Doubtful Accounts

Customer accounts receivable consist of amounts owed by private individuals and organizations for services rendered
in the regular course of business operations. Receivables are shown net of allowances for doubtful accounts.
Uncollectable accounts are based on prior experience and management’s assessment of the collectability of existing
accounts.

Materials and Supplies Inventory
Inventories consist of expendable supplies and are valued at cost using first-in first-out basis.
Prepaid Items

Payments made to vendors for services that will benefit periods beyond the fiscal year ended are recorded as prepaid
items.
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West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)
Capital Assets

Capital assets are valued at historical cost, or estimated historical cost, if actual historical cost was not available.
Donated capital assets are valued at their estimated fair market value on the date donated. The District policy has set
the capitalization threshold for reporting capital assets at $5,000, all of which must have an estimated useful life in
excess of one year. Depreciation is recorded on a straight-line basis over estimated useful lives of the assets as
follows:

Sewage collection and treatment facilities 30-70 years
Equipment 4-10 years
Vehicles 3-15 years

Major outlays for capital assets are capitalized as construction in progress, once constructed, and repairs and
maintenance costs are expensed. Capitalized interest of $15,235 and $179 has been included in construction in
process for the years ended June 30, 2016 and 2015.

Compensated Absences

The District has a policy whereby an employee can accumulate unused sick leave, compensatory time and vacation
leave. Immediately, prior to retirement, employees with a satisfactory record of service who otherwise qualify for
retirement may be granted time off from their job duties, with full compensation, for a period of time not to exceed
the amount of their accumulated sick leave time, or 60 work days, whichever is shorter. Management estimates that
90% of current employees will work until qualified for retirement and therefore the District has accrued for 90% of
accumulated sick leave balances, in addition to the full accrual of accumulated compensatory time and vacation
leave.

Net Pension Liability

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the plans and additions
to/deductions from the plans’ fiduciary net position have been determined on the same basis as they are reported by
the plans (Note 8). For this purpose, benefit payments (including refunds of employee contributions) are recognized
when due and payable in accordance with benefit terms. Investments are reported at fair value.

The following timeframes are used for pension reporting:

CalPERS June 30, 2016 June 30, 2015
Valuation date June 30, 2014 June 30, 2013
Measurement date June 30, 2015 June 30, 2014
Measurement period July 1, 2014 to June 30, 2015 July 1, 2013 to June 30, 2014

Gains and losses related to changes in total pension liability and fiduciary net position are recognized in pension
expense systematically over time. The first amortized amounts are recognized in pension expense for the year the
gain or loss occurs. The remaining amounts are categorized as deferred outflows and deferred inflows of resources
related to pensions and are to be recognized in future pension expense. The amortization period differs depending on
the source of the gain or loss. The difference between projected and actual earnings is amortized straight-line over 5
years. All other amounts are amortized straight-line over the average expected remaining service lives of all members
that are provided with benefits (active, inactive, and retired) as of the beginning of the measurement period.
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West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)
Net Position

Net position represents the difference between all other elements in the balance sheets and should be displayed in the
following three components:

Net Investment in Capital Assets — This component of net position consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of debt that are attributable to the
acquisition, construction, or improvement of those assets.

Restricted — This component of net position consists of restricted assets reduced by liabilities and deferred
inflows of resources related to those assets.

Unrestricted — This component of net position is the amount of the assets, deferred outflows of resources,
liabilities, and deferred inflows of resources that are not included in the determination of net investment in
capital assets or the restricted component of net position.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use restricted
resources first, then unrestricted resources as they are needed.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of the contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Service Charge Revenue

Service charges determined by the District are included on property tax bills of the County of Contra Costa (County).
Service charge revenue is recorded as revenue when received due to the adoption of the alternate method of property
tax distribution, known as the Teeter Plan, by the County. The Teeter Plan authorizes the Auditor-Controller of the
County to allocate 100% of the service charges billed, but not yet paid or collected to the District. Late payment fees
and interest are collected by the County and not remitted to the District.

The County remits service charge revenue to the District in three installments each fiscal year as follows: 55% in
December, 40% in April and 5% in June.

Property Taxes

Property taxes are levied on July 1 and are payable in two instaliments: November 1 and February 1 of each year.
Property taxes become delinquent on December 10 and April 10, for the first and second installments, respectively.
The lien date is January 1. The County of Contra Costa, California (County) bills and collects property taxes and
remits them to the District according to a payment schedule established by the County.

The County is permitted by State law to levy properties at 1% of full market value (at time of purchase) and can
increase the property tax rate at no more than 2% per year. The District receives a share of this basic tax levy
proportionate to what it received during the years 1976-1978. Property taxes are recognized in the fiscal year for
which the taxes have been levied. The County remits property tax revenues to the District on the same schedule as
service charge revenues.
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West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 2 — Cash and Investments

Cash and investments as of June 30 consisted of the following:

Description June 30, 2016 June 30, 2015

Cash on hand $ 500 $ 500
Deposits held with financial institutions 2,097,672 1,830,295
Investments 12,594,024 19,533,963
Total $ 14,692,196 $ 21,364,758

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a
government will not be able to recover its 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 does 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 110% of the total amount deposited by the public agencies. At
June 30, 2016 and 2015, the District had no deposits with financial institutions subject to custodial credit risk.

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 contains 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 of mutual funds or external
investment pools.

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 has sensitivity 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.

Credit Risk

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.

Concentration of Credit Risk
The District’s investment policy contains various limitations on the amounts that can be invested in any one
governmental agency or non-governmental issuer as stipulated by the California Government Code. There were no

investments in any one non-governmental issuer that represent 5% or more of the District’s total investments as of
June 30, 2016 and 2015.
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West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 2 — Cash and Investments (Continued)

The District’s investments as of June 30, 2016 were as follows:

Maturity
Measurement 12 Months or
Type of Investments Input Fair Value Less
Local Agency Investment Fund (LAIF) Level 2 $ 12,594,024 $ 12,594,024
Total investments $ 12,594,024 $ 12,594,024
The District’s investments as of June 30, 2015 were as follows:
Maturity
Measurement 12 Months or
Type of Investments Input Fair Value Less
Local Agency Investment Fund (LAIF) Level 2 $ 19,533,963 $ 19,533,963
Total investments $ 19,633,963 $ 19,533,963

Authorized Investments and Investment Policy
Investments Authorized by the California Government Code and the District’s Investment Policy

The District is legally empowered by statute and resolution to invest in certificates-of-deposit and the California State
Investment Pool — Local Agency Investment Fund (LAIF). The District’s investment policy identifies other
investment types that are authorized for the District to invest in under the California Government Code.

Investment in California — Local Agency Investment Fund (LAIF)

The District is a voluntary participant in LAIF which is regulated by California Government Code Section 16429
under the oversight of the Treasurer of the State of California. The fair value of the District’s investment in this pool
is reported in the accompanying financial statements at amounts based upon the entity’s pro-rata share of the fair
value provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that portfolio). The balance
available for withdrawal is based on the accounting records maintained by LAIF, which are recorded on an amortized
cost basis. Further information about LAIF is available on the California State Controller’s website:
www.treasurer.ca.gov/pmia-laif/

The District’s investments with LAIF at June 30, 2016 and 2015 included a portion of the pool funds invested in
structured notes and asset-backed securities:
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West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 2 — Cash and Investments (Continued)
Investment in California — Local Agency Investment Fund (LAIF) (Continued)

Structured Notes: debt securities (other than asset-backed securities) whose cash flow characteristics (coupon
rate, redemption amount, or stated maturity) depend upon one or more indices and/or that have embedded
forwards or options.

Asset-Backed Securities: generally mortgage-backed securities that entitle their purchasers to receive a share of
the cash flows from a pool of assets such as principal and interest repayments from a pool of mortgages (for
example, Collateralized Mortgage Obligations) or credit card receivables.

The District had $12,594,024 and $19,533,963 invested in LAIF, which had invested 2.81% and 2.08% of the pooled
investment funds as of June 30, 2016 and June 30, 2015, respectively, in structured notes and medium-term asset-
backed securities. The LAIF fair value factor of 1.000621222 and 1.000375979 was used to calculate the fair value of
the investments in LAIF as of June 30, 2016 and 2015, respectively.

Note 3 — Accounts Receivable

Accounts receivable as of June 30 consisted of the following:

Description June 30, 2016 June 30, 2015

Service charges $ 10,745 $ 61,968
Pretreatment inspections 19,739 63,423
Contracts 24,247 78,545
EBMUD 144,744 135,015
State mandated costs for reimbursement - 124,978
Other 68,110 971

Total accounts receivable 267,585 464,900
Allowance for doubtful accounts (8,448) (124,978)

Total accounts receivable, net $ 259,137 $ 339,922

Note 4 — Note Receivable

The District and the General Manager amended their employment agreement effective December 20, 2005, which
included an executed note receivable of not more than 50% of the cost of a residence, to a maximum of $500,000, for
the General Manager to reside within the District’s boundaries. Title to the residence shall be taken in the name of the
General Manager and, upon close of escrow of a sale of the residence, the District shall first be reimbursed its initial
advance and the General Manager shall be reimbursed his initial down payment. The net sale proceeds shall be
allocated to the District and the General Manager using the ratio of purchase cost. The total amount advanced by the
District as of June 30, 2016 and 2015, was $409,500, respectively.
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West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 5 — Capital Assets

Summary changes in capital asset balances for the year ended June 30, 2016 were as follows:

Balance Deletions/ Balance
Description July 1, 2015 Additions Transfers June 30, 2016
Non-depreciable assets:
Land $ 2,451,806 $ - $ - $ 2,451,806
Construction-in-process 2,251,105 17,902,727 (1,645,914) 18,507,918
Total non-depreciable assets 4,702,911 17,902,727 (1,645,914) 20,959,724
Depreciable assets:
Sewage collection and treatment facilities 117,020,239 1,326,687 - 118,346,926
Equipment 6,708,971 384,903 - 7,093,874
Vehicles 2,137,466 159,671 (13,397) 2,283,740
Total depreciable assets 125,866,676 1,871,261 (13,397) 127,724,540
Accumulated depreciation:
Sewage collection and treatment facilities (57,620,897) (2,749,581) - (60,370,478)
Equipment (3,660,050) (251,987) - (3,912,037)
Vehicles (1,727,048) (118,047) 13,397 (1,831,698)
Total accumulated de preciation (63,007,995) (3,119,615) 13,397 (66,114,213)
Total depreciable assets, net 62,858,681 (1,248,354) - 61,610,327
Total capital assets, net $ 67,561,592 $ 16,654,373 $ (1645914) $ 82,570,051

Summary changes in capital asset balances for the year ended June 30, 2015 were as follows:

Balance Deletions/ Balance
Description July 1, 2014 Additions Transfers June 30, 2015
Non-depreciable assets:
Land $ 2,451,806 $ - $ - $ 2,451,806
Construction-in-process 5,317,829 2,710,687 (5,777,411) 2,251,105
Total non-depreciable assets 7,769,635 2,710,687 (5,777,411) 4,702,911
Depreciable assets:
Sewage collection and treatment facilities 113,625,586 - 3,394,653 117,020,239
Equipment 6,583,749 69,898 55,324 6,708,971
Vehicles 2,112,534 24,932 - 2,137,466
Total depreciable assets 122,321,869 94,830 3,449,977 125,866,676
Accumulated depreciation:
Sewage collection and treatment facilities (54,751,112) (2,869,785) - (57,620,897)
Equipment (3,432,306) (231,358) 3,614 (3,660,050)
Vehicles (1,605,224) (121,824) - (1,727,048)
Total accumulated depreciation (59,788,642) (3,222,967) 3,614 (63,007,995)
Total depreciable assets, net 62,533,227 (3,128,137) 3,453,591 62,858,681
Total capital assets, net 3 70,302,862 $ (4174500 $ (2,323820) % 67,561,592
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Note 6 — Compensated Absences

Summary changes to compensated absences balances for the year ended June 30, 2016 was as follows:

Balance Balance Current Non-current
July 1, 2015 Additions Deletions June 30, 2016 Portion Portion
3 1,533,505 $ 477526 $ (495063) $ 1,515,968 $ 879,261 $ 636,707

Summary changes to compensated absences balances for the year ended June 30, 2015 was as follows:

Balance Balance Current Non-current
July 1, 2014 Additions Deletions June 30, 2015 Portion Portion
$ 1,425,650 $ 464,267 $ (356412) $ 1,533,505 $ 536,726 $ 996,779

Note 7 — Net Other Post-Employment Benefits Obligation
Plan Description

The District provides Other Post-Employment Benefits (OPEB) to employees who retire from the District and meet
certain eligibility requirements. Eligibility is based upon active employee status of the District at the time of
retirement, completion of at least five-years employment with the District, having achieved the age of 50 or older,
eligibility to retire under CalPERS, and not receiving health care benefits from any other source other than Medicare
or workers’ compensation. The maximum employer’s contribution is limited to $1,500, regardless of which coverage
the retiree has selected. The contribution requirements of Plan members and the District are established and may be
amended by the Board of Directors.

Funding Policy
As required by GASB Statement No. 45, an actuary will determine the District's Annual Required Contributions
(ARC) at least once every three fiscal years. The ARC is calculated in accordance with certain parameters, and

includes (1) the Normal Cost for one year, and (2) a component for amortization of the total Unfunded Actuarial
Accrued Liability (UAAL) over a period not to exceed 30 years.
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Note 7 — Net Other Post-Employment Benefits Obligation (Continued)
Annual OPEB Cost and Net OPEB Obligation

Summary changes in net other post-employment benefits balances for the years ended June 30 were as follows:

Description June 30, 2016 June 30, 2015
Annual OPEB cost:
Annual required contribution (ARC) including interest $ 1,036,000 $ 1,007,000
Total annual OPEB cost 1,036,000 1,007,000
Contributions made:
Contributions made to irrevocable trust (890,251) (907,889)
Retiree health care benefits paid by District (348,697) (264,513)
Total contributions made (1,238,948) (1,172,402)
Total change in net OPEB obligation (202,948) (165,402)
Net OPEB obligation:
Beginning of year - 165,402
End of year $ (202,948) $ -

The District's annual OPEB cost, the amounts contributed to the irrevocable trust, retiree benefit payments, the
percentage of annual OPEB cost contributed to the plan, and the net OPEB obligation payable/asset for the fiscal
years ended June 30, 2016 and the two preceding years are shown in the following table.

Three-Year History of Net OPEB Obligation

Fiscal Annual Percentage Net OPEB

Year OPEB Contributions of Annual OPEB Obligation

Ended Cost Made Cost Contributed  Payable (Asset)
June 30, 2016 $ 1,036,000 $ 1,238,948 119.59%  $ (202,948)
June 30, 2015 1,007,000 1,172,402 116.43% -
June 30, 2014 981,000 939,395 95.76% 165,402

The most recent valuation (dated June 30, 2016) includes an Actuarial Accrued Liability of $9,806,000. Plan assets
amounted to $5,219,000. The covered payroll (annual payroll of active employees covered by the plan) for the year
ended June 30, 2016 was $5,264,000. The ratio of the funded actuarial accrued liability to annual covered payroll
was 87.14%.

Actuarial Methods and Assumptions

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of
events far into the future. Actuarially determined amounts are subject to continual revision as actual results are
compared to past expectations and new estimates are made about the future. Calculations are based on the types of
benefits provided under the terms of the substantive plan at the time of each valuation and the pattern of sharing of
costs between the employer and plan members to that point. Consistent with the long-term perspective of actuarial
calculations, actuarial methods and assumptions used include technigques that are designed to reduce short-term
volatility in actuarial accrued liabilities for benefits.
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Note 7 — Net Other Post-Employment Benefits Obligation (Continued)
Actuarial Methods and Assumptions (Continued)

The following is a summary of the actuarial assumptions and methods:

Valuation date June 30, 2016
Actuarial cost method Entry age normal cost method
Amortization method Level percent of increasing payroll
Remaining amortization period 26 Years as of the valuation date
Asset valuation method 30 Year smoothed market
Actuarial assumptions:
Investment rate of return 6.25%
Projected salary increase 3.5% of covered payroll
Inflation - discount rate 3.00%
Health care trend rate Based on premiums declining 0.5% annually

Note 8 — Net Pension Liability and Defined Benefit Pension Plan

Changes in the net pension liability and the related deferred outflows and inflows of resources for the year ended
June 30, 2016 were as follows:

Balance as of Balance as of
Type of Account July 1, 2015 Additions Deletions June 30, 2016

Deferred Outflows of Resources:
Pension contributions made after the measurement date:

CalPERS - Miscellaneous Plan $ 808,084 $ 978,212 $ (808,084) % 978,212
Difference between actual and proportionate share of
employer contributions:

CalPERS — Miscellaneous Plan 8,119 - (8,119) -
Adjustment due to differences in proportions:

CalPERS - Miscellaneous Plan 111,522 - (39,830) 71,692
Differences between expected and actual experience:

CalPERS - Miscellaneous Plan - 72,106 (18,976) 53,130

Total deferred outflows of resources $ 927,725 $ 1,050,318 $ (875009) $ 1,103,034

Net Pension Liability:

CalPERS — Miscellaneous Plan $ 7,228,755 $ 1,883,772 $ (808,084 % 8,304,443
Deferred Inflows of Resources:
Differences between projected and actual earnings on
pension plan investments:

CalPERS - Miscellaneous Plan $ 2,429,197 $ 6,240 $ (2,183446) $ 251,991
Difference between actual and proportionate share of
employer contributions:

CalPERS - Miscellaneous Plan 116,367 455,358 (160,627) 411,098
Adjustment due to differences in proportions:

CalPERS - Miscellaneous Plan - 180,322 (47,453) 132,869
Changes in assumptions:

CalPERS — Miscellaneous Plan - 682,192 (179,524) 502,668

Total deferred inflows of resources 3$ 2,545,564 3$ 1,324,112 $ (2571,050) % 1,298,626
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Note 8 — Net Pension Liability and Defined Benefit Pension Plan (Continued)

Changes in the net pension liability and the related deferred outflows and inflows of resources for the year ended

June 30, 2015 were as follows:

Type of Account

Balance as of
July 1, 2014
(As Restated) Additions Deletions

Balance as of
June 30, 2015

Deferred Outflows of Resources:

Pension contributions made after the measurement date:
CalPERS - Miscellaneous Plan

Difference between actual and proportionate share of
employer contributions:
CalPERS - Miscellaneous Plan

Adjustment due to differences in proportions:
CalPERS - Miscellaneous Plan

Total deferred outflows of resources

Net Pension Liability:
CalPERS - Miscellaneous Plan

Deferred Inflows of Resources:

Differences between projected and actual earnings on
pension plan investments:
CalPERS - Miscellaneous Plan

Difference between actual and proportionate share of
employer contributions:
CalPERS - Miscellaneous Plan

Total deferred inflows of resources

956337  $ 808084  $ (956,337) 808,084
11,019 - (2,900) 8,119

- 151,352 (39,830) 111,522

96735  $ 959436  $ (999,067) 927,725
9877080  $ -3 (2,648,325) 7,228,755
-8 303649  $ (607,299) 2,429,197

157,927 - (41,560) 116,367
157927 $ 303649  $ (648,859) 2,545,564

General Information about the Pension Plans

The Plans Description Schedule

The District has engaged with CalPERS to administer the following pension plans for its employees (members):

Hire date

Benefit formula

Benefit vesting schedule

Benefits payments
Retirement age

Monthly benefits, as a % of eligible compensation

Miscellaneous Plans

Classic PEPRA
Tier 1 Tier 2
Prior to On or after
January 1, 2013 January 1, 2013
3.0% @ 60 20 @ 62

5-years or service
monthly for life
50 - 67 & up
2.0% to 3.0%

Required member contribution rates 8.000%
Required employer contribution rates — FY 2015 16.786%
Required employer contribution rates — FY 2014 15.724%
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Note 8 — Net Pension Liability and Defined Benefit Pension Plan (Continued)
General Information about the Pension Plans (Continued)

Plan Description

The District contributes to the California Public Employees’ Retirement System (CalPERS), a cost-sharing multiple-
employer defined benefit pension plan. CalPERS acts as a common investment and administrative agent for
participating public entities within the State of California. A full description of the pension plan, benefit provisions,
assumptions (for funding, but not accounting purposes), and membership information are listed in the June 30, 2014
Annual Actuarial Valuation Report. This report and CalPERS’ audited financial statements are publicly available
reports that can be obtained at CalPERS’ website under Forms and Publications.

Members Covered by Benefit Terms

At June 30, 2015 (Valuation Date), the following members were covered by the benefit terms:

Miscellaneous Plans

Classic PEPRA
Plan Members Tier1 Tier 2 Total
Active members 48 6 54
Transferred and terminated members 22 1 23
Retired members and beneficiaries 58 - 58
Total plan members 128 7 135

At June 30, 2014 (Valuation Date), the following members were covered by the benefit terms:

Miscellaneous Plans

Classic PEPRA
Plan Members Tier1 Tier 2 Total
Active members 55 4 59
Transferred and terminated members 23 1 24
Retired members and beneficiaries 54 - 54
Total plan members 132 5 137

Benefits Provided

CalPERS provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan
members and beneficiaries. A Classic CalPERS Miscellaneous member becomes eligible for service retirement upon
attainment of age 55 with at least 5 years of credited service. Public Employees' Pension Reform Act (PEPRA)
Miscellaneous members become eligible for service retirement upon attainment of age 62 with at least 5 years of
service. The service retirement benefit is a monthly allowance equal to the product of the benefit factor, years of
service, and final compensation. The final compensation is the monthly average of the member's highest 36 full-time
equivalent monthly pay. Retirement benefits for Classic Miscellaneous and Safety members are calculated as a
percentage of their plan based the average final 36 months compensation. Retirement benefits for PEPRA
Miscellaneous members are calculated as a percentage of their plan based the average final 36 months compensation.
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Note 8 — Net Pension Liability and Defined Benefit Pension Plan (Continued)
General Information about the Pension Plans (Continued)

Benefits Provided (Continued)

Participant members are eligible for non-industrial disability retirement if they become disabled and have at least 5
years of credited service. There is no special age requirement. The standard non-industrial disability retirement
benefit is a monthly allowance equal to 1.8% of final compensation, multiplied by service. Industrial disability
benefits are not offered to miscellaneous employees.

A member's beneficiary may receive the basic death benefit if the member dies while actively employed. The
member must be actively employed with the District to be eligible for this benefit. A member's survivor who is
eligible for any other pre-retirement death benefit may choose to receive that death benefit instead of this basic death
benefit. The basic death benefit is a lump sum in the amount of the members’ accumulated contributions, where
interest is currently credited at 7.5 percent per year, plus a lump sum in the amount of one month's salary for each
completed year of current service, up to a maximum of six months' salary. For purposes of this benefit, one month's
salary is defined as the member's average monthly full-time rate of compensation during the 12 months preceding
death.

Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree's designated
survivor(s), or to the retiree's estate.

Benefit terms provide for annual cost-of-living adjustments to each member’s retirement allowance. Beginning the
second calendar year after the year of retirement, retirement and survivor allowances will be annually adjusted on a
compound basis by 3%.

Contributions

Section 20814(c) of the California Public Employees’ Retirement Law (PERL) requires that the employer
contribution rates for all public employers will 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. The total plan contributions are determined through CalPERS’
annual actuarial valuation process. The public agency cost-sharing plans covered by the Miscellaneous risk pool, the
Plan’s actuarially determined rate is based on the estimated amount necessary to pay the Plan’s allocated share of the
risk pool’s costs of benefits earned by employees during the year, and any unfunded accrued liability. The employer
is required to contribute the difference between the actuarially determined rate and the contribution rate of members.
For the measurement period ending June 30, 2015 and 2014 (Measurement Dates), the active member contribution
rate for the Classic Miscellaneous Plan and the PEPRA Miscellaneous Plan are based above in the Plans Description
schedule.

Contributions for the year ended June 30, 2016 were as follows:

Miscellaneous Plans

Classic PEPRA
Contribution Type Tier 1 Tier 2 Total
Contributions — employer $ 938,447 $ 39,765 $ 978,212
Contributions — members 373,907 39,848 413,755
Total contributions $ 1,312,354 $ 79,613 $ 1,391,967

40



West County Wastewater District
Notes to Basic Financial Statements
For the Years Ended June 30, 2016 and 2015

Note 8 — Net Pension Liability and Defined Benefit Pension Plan (Continued)
General Information about the Pension Plans (Continued)

Contributions (Continued)

Contributions for the year ended June 30, 2015 were as follows:

Miscellaneous Plans

Classic PEPRA
Contribution Type Tier 1 Tier 2 Total
Contributions — employer $ 787,431 $ 20,653 $ 808,084
Contributions — members 380,178 20,555 400,733
Total contributions $ 1,167,609 $ 41,208 $ 1,208,817

Net Pension Liability, Pension Expenses, Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pension Plans

Actuarial Methods and Assumptions Used to Determine the Total Pension Liability

For the measurement periods ending June 30, 2015 and 2014 (Measurement Dates), the total pension liability was
determined by rolling forward the June 30, 2014 and 2013 total pension liabilities. The June 30, 2015, 2014 and 2013
total pension liabilities were based on the following actuarial methods and assumptions:

Actuarial Cost Method Entry Age Normal in accordance with the requirement of GASB
Statement No. 68
Actuarial Assumptions:

Discount Rate 7.50%

Inflation 2.75%

Salary Increases Varies by Entry Age and Service

Investment Rate of Return 7.50% Net of Pension Plan Investment and Administrative
Expenses; includes Inflation

Mortality Rate Table Derived using CalPERS’ Membership Data for all Funds. The

mortality table used was developed based on CalPERS’ specific
data. The table includes 20 years of mortality improvements using
Society of Actuaries Scale BB.

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

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 from 1997 to 2011, including updates to salary increase, mortality and
retirement rates. The Experience Study report can be obtained at CalPERS’ website under Forms and Publications.

Discount Rate

The discount rate used to measure the total pension liability was 7.65 percent. The long-term expected rate of return
on the pension plan investments was determined in which best-estimate ranges of expected future real rates are
developed for each major asset class. In determining the long-term expected rate of return, both short-term and long-
term market return expectations as well as the expected pension fund cash flows were considered. Such cash flows
were developed assuming that both members and employers will make their required contributions on time and as
scheduled in all future years.
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Note 8 — Net Pension Liability and Defined Benefit Pension Plan (Continued)

Net Pension Liability, Pension Expenses, Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pension Plans (Continued)

Discount Rate (Continued)

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.

The table below reflects long-term expected real rate of return by asset class. The rate of return was calculated using
the capital market assumptions applied to determine the discount rate and asset allocation. These geometric rates of
return are net of administrative expenses.

New Strategic Real Return Real Return

Investment Type Allocation Years 1 - 10 Years 11+
Global Equity 47.00% 5.25% 5.71%
Global Fixed Income 19.00% 0.99% 2.43%
Inflation Sensitive 6.00% 0.45% 3.36%
Private Equity 12.00% 6.83% 6.95%
Real Estate 11.00% 4.50% 5.13%
Infrastructure and Forestland 3.00% 4.50% 5.09%
Liquidity 2.00% -0.55% -1.05%

100.00%

! An expected inflation rate-of-return of 2.5% is used for years 1 — 10.

2 An expected inflation rate-of-return of 3.0% is used for years 11+.
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Note 8 — Net Pension Liability and Defined Benefit Pension Plan (Continued)

Sensitivity of the District’s 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 of the Plan as of the
measurement date, 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 (6.65%)
or 1 percentage-point higher (8.65%) than the current rate for the June 30, 2015 Valuation Date as follows:

Plan's Net Pension Liability/(Asset)
Discount Rate - 1% Current Discount Discount Rate + 1%
Plan Type 6.65% Rate 7.650% 8.65%

CalPERS - Miscellaneous Plan 14,441,629 $ 8,304,443 $ 3,237,483

The following presents the District’s proportionate share of the net pension liability of the Plan as of the
measurement date, calculated using the discount rate of 7.50%, 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 (6.50%)
or 1 percentage-point higher (8.50%) than the current rate for the June 30, 2014 Valuation Date as follows:

Plan's Net Pension Liability/(Asset)
Discount Rate - 1% Current Discount Discount Rate + 1%
Plan Type 6.50% Rate 7.50% 8.50%

CalPERS — Miscellaneous Plan $ 12,879,407 $ 7,228,755 $ 2,539,251

Pension Plan Fiduciary Net Position

Detail information about the plan’s fiduciary net position is available in the separately issued CalPERS financial
report and can be obtained from CalPERS’ website under Forms and Publications.
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Net Pension Liability, Pension Expenses, Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pension Plans (Continued)

Proportionate Share of Net Pension Liability and Pension Expense

The following table shows the plan’s proportionate share of the risk pool collective net pension liability over the
measurement period for the Miscellaneous Plan for the fiscal year ended June 30, 2016:

Plan Total Plan Fiduciary Change in Plan Net
Plan Type and Balance Descriptions Pension Liability Net Position Pension Liability
CalPERS - Miscellaneous Plan:
Balance as of June 30, 2014 (Measurement Date) $ 42,594,116 $ 35,365,361 $ 7,228,755
Balance as of June 30, 2015 (Measurement Date) $ 45,064,509 $ 36,760,066 $ 8,304,443
Change in Plan Net Pension Liability $ 2,470,393 $ 1,394,705 $ 1,075,688

The following table shows the plan’s proportionate share of the risk pool collective net pension liability over the
measurement period 