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Attached are the Sanitary District No. 2 of Marin County, A Subsidiary District to the Town of Corte
Madera, and a Component Unit of the Town of Corte Madera, Audited Financial Statements for the
year ending June 30, 2017. In the Footnote Section ofthe Report, the "Description ofthe Reporting
Entity" section on page 16 has been expanded by including information that has been in the Town of
Corte Madera Audited Financial Statements for years.
The District's Financial Statements are presented on the enterprise basis of accounting while our
budget is presented on the modifìed accrual basis of accounting. The Schedules on pages34,35,36
and37, show the conversion between the two methods. The District has three funds - the General
Fund (201), the Capital Projects Fund (260), and the Sewer Connection Fee Fund (270). In the
following discussion, the page numbers in parentheses reference either the Statement ofNet Position
on Page 12, the Management's Discussion and Analysis section on pages 3 through 10, or the
Combining Schedule on pages 36 8¿37 . At the beginning of the year on July l, 2016, cash available
forexpendituretotaledST,T3T,662(page12-7,455,572+494,698+<212,609>:¡. Duringtheyear,
$6,536,318 (page 5) was received in revenue and $6,578,098 (page 6) was spent. Cash available for
expenditure at year-end, June 30,2017, totaled 57,695,882 (page 12 - 7,975,972 + 463,968 +
<744,058>).
The lower half of the "Sewer Fund Summary" on page SFI of the Adopted FY 2016-2017 Budget
estimates the opening balance at$,6,67I,300-the actual is $7,695,882, or 91,024,582 more than the
estimate. Thisisprimarilytheresultofthe$1,500,001 insurancesettlementreceivedinNovember
201 5 which was not anticipated when the two-year budget was adopted on May 19,2015 . The table
below shows the flow of this discussion with references to the Audited Financial Statements.

1

General Fund (201) & Capital Proiects Funds (260 & 270)
Fund Equity at Beginning of Year (Audit Report Schedule pages 36 e,37)

(Audit Report Net Position,page 12)
Less Sausalito Street Sewer Assessment District Receivable
(Audit Report Net Position,page 12)
Cash Available for Expenditure at Beginning of Year
(Audit Report Net Position page 12)
(7,455,57 2 plus 49 4,698 less <212,608>:)
Less Net Fixed Assets

Plus Revenues (Audit Report Schedule pages 36
Operating Revenues
Non-Operating Revenues & Connection Fees
Revenues Made Available during the Year
(Audit Report M, D & A page 5)

22,010,626

(14,234,763)
(38.201)

7,737,662

e,37)

Less Expenditures (Audit Report Schedule pages 36
Operating Expenses
Capitalized Expenditures and Non-Operating
(Audit Report M, D & A page 6)
Add Back Depreciation Expense

3,045,662
3.490.656

6,536,318

&,37)
(4,729,r98)
(3,100,679)
1.251-779
(6,578,098)

Expenditures during the Year
(Audit Report M, D & A page 6)
Cash Available for Expenditure at End of Year
(Audit Report Net Position page 12)
(7,97 5,972 plus 463,968 less <7 44,058>:)

1-@5Å-

Plus Net Fixed Assets (Audit Report Net Position,page 12)
Plus Sausalito Street Sewer
Assessment District Receivable

16,083,663
38.201

(Audit Report Net Position,page 12)
Fund Equity at End of Year (Audit Report Schedule pages 36 e,37)

23,817,746

Pages 8 &,9 of the Management's Discussion and Analysis section of the Audited Financial Statements
discusses Economic Factors and Potential Future Results.
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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors
Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Town of Corte Madera, California
Report on the Financial Statements
We have audited the accompanying financial statements of the business-type activities of Sanitary District
No. 2 of Marin County, a Component Unit of Town of Corte Madera (the District), as of and for the years
ended June 30, 2017 and 2016, and the related notes to the financial statements, which collectively comprise
the District’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
District’s 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.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States as well as the State Controller’s Audit Requirements of California
Special Districts. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the businesstype activities of Sanitary District No. 2 of Marin County, a Component Unit of the Town of Corte Madera,
as of June 30, 2017 and 2016, and the respective changes in financial position and, where applicable, cash
flows thereof for the years then ended in accordance with accounting principles generally accepted in the
United States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis (on pages 3 – 10) 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 audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise basic financial statements of Sanitary District No. 2 of Marin County, a Component Unit of the
Town of Corte Madera. The Combining Statement of Net Position; Combining Statement of Revenues,
Expenses, and Changes in Net Position; budgetary comparison section on pages 32 – 37 is presented for
purposes of additional analysis and are not a required part of the basic financial statements.
The supplementary information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the accompanying supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

CROPPER ACCOUNTANCY CORPORATION
Walnut Creek, California
December 12, 2017
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Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Management’s Discussion and Analysis

This section of Sanitary District No. 2 of Marin County’s basic financial statements presents
management’s discussion and analysis of the District’s financial performance during the fiscal year
ended June 30, 2017. Since this management’s discussion and analysis is designed to focus on current
activities, resulting change and current known facts, please read it in conjunction with the District’s basic
financial statements (pages 12 - 14) and the footnotes (pages 15 - 29).
Financial Highlights
For the fiscal year ended June 30, 2017, the District’s net position increased by $1,807,120 from
$22,010,626 in 2016 to $23,817,746 in 2017, as can be seen on page 4. Operating revenues decreased by
$11,455 and non-operating revenues including connection fees increased by $609,266, as can also be
seen on page 4. Expenses (with depreciation excluded) and capitalized expenses increased by
$2,009,682, as can be seen on page 6. Depreciation expense decreased by $25,207, as can also be seen on
page 6.
Using This Report
In December 1998, the Governmental Accounting Standards Board (GASB) released statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions, which revised the reporting of
property tax revenue. In June 1999, GASB released statement No. 34, Basic Financial Statements -- and
Management’s Discussion and Analysis -- for State and Local Governments. Changes in Statement No.
34 require a comprehensive one-line look at the entity as a whole and capitalization of assets and
depreciation for agencies not reporting on the accrual basis of accounting. Since the District has
historically reported all activities in enterprise funds in a manner similar to business activities and
followed the accrual basis of accounting, the District merely has been required to reclassify certain
balances to utilize the new Statement No. 34 terminology. There were no major reconciling items
necessary or elimination of balances due to the implementation of Statement No. 34.
The annual financial statements include the Independent Auditor’s Report, this management’s discussion
and analysis, the basic financial statements, notes to basic financial statements, and supplementary
schedules.

This space intentionally left blank.
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Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Management’s Discussion and Analysis

Financial Analysis of the District as a Whole
Net Position
As of June 30, 2017 and 2016
2017

2016

Increase

Percent

(Decrease)

Change

Assets:
Current assets

$

7,975,972

$

7,455,572

$

520,400

7.0%

Non-current assets

16,585,832

14,767,662

1,818,170

12.3%

Total assets

24,561,804

22,223,234

2,338,570

10.5%

744,058

212,608

531,450

250.0%

16,083,663

14,234,763

1,848,900

13.0%

Current liabilities
Net position:
Investment in capital assets
Restricted
Unrestricted
Total net position

-

-

7,734,083

7,775,863

$ 23,817,746

$ 22,010,626

$

-

-

(41,780)

-0.5%

1,807,120

8.2%

This schedule is prepared from the District’s Statement of Net Position (page 12), which is presented on
the full accrual basis of accounting whereby assets are capitalized and depreciated.
As can be seen above, the District’s net position increased by $1,807,120 from $22,010,626 in 2016 to
$23,817,746 in 2017.
Operating Results
For the years ended June 30, 2017 and 2016

Operating revenues

$

Operating expenses
Operating loss
Non-operating revenues
Non-operating expenses
Change in net position
Net position:
Beginning of year
End of year

$

2016
3,057,107

Increase
(Decrease)
$
(11,445)

Percent
Change
-0.4%

4,729,198
(1,683,536)

4,810,932
(1,753,825)

(81,734)
70,289

-1.7%
4.0%

3,490,656
1,807,120

2,881,390
(155,010)
972,555

609,266
155,010
834,565

21.1%
100.0%
85.8%

972,555
1,807,120

4.6%
8.2%

2017
3,045,662

22,010,626
23,817,746
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$

$

21,038,071
22,010,626

$

Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Management’s Discussion and Analysis

Financial Analysis of the District as a Whole, continued
While the Statement of Net Position shows the change in financial position, the operating results are
reflected in the Statement of Revenues, Expenses and Changes in Net Position (page 13). This statement
provides answers to the nature and source of the change in financial position.
The following is a graphic illustration of revenues by source:
Revenues By Source
Both Operating & Non-Operating
Sewer
Service
Charges,
3,020,262

FY 2016-2017

Invest.
Earnings,

FY 2016-2017

Sewer
Service
Charges,
3,029,288

51,815

PG&E
Force
Main,
321,224

Invest.
Earnings,

26,122

PG&E
Force
Main, 0

Other,
84,214
Other,
48,375

Property
Taxes,
2,834,288

Property
Taxes,
3,058,803

FY 2016-2017

Increase
(Decrease)

FY 2015-2016

$ 3,058,803
3,020,262

46.8%

Property Taxes

$ 2,834,288
3,029,712

47.7%

46.2%

Sewer Service Charges

51.0%

(9,450)

51,815

0.8%

Investment Earnings

26,122

0.5%

25,693

321,224

4.9%

PG&E Force Main

-

0.0%

321,224

84,214

1.3%

Other

48,375

0.8%

35,839

$ 6,536,318

100.0%

Totals

$ 5,938,497

100.0%

$

$

224,515

597,821

Property Taxes increased by $224,515 due to increasing property values. Sewer user service charges
decreased by $9,450. Investment Earnings increased by $25,693. P.G. & E. paid $321,224 for a future
force main replacement project. Other revenues increased by $35,839, primarily from an increase in
sewer connection fees.
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Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Management’s Discussion and Analysis

Financial Analysis of the District as a Whole, continued
Operating Expenses decreased by $81,734 as detailed below.
Operating Expenses
For the years ended June 30, 2017 and 2016
2017
Operating expenses:
Administration and general
Sewage collection - maintenance
Sewage collection - pump station maintenance
Sewage treatment and disposal
Depreciation expense
Total

$

2016

583,295
1,030,889
420,488
1,442,747
1,251,779

$

$ 4,729,198

Increase
(Decrease)

Percent
Change

274,611
1,486,570
367,647
1,405,118
1,276,986

$

308,684
(455,681)
52,841
37,629
(25,207)

112.4%
-30.7%
14.4%
2.7%
-2.0%

$ 4,810,932

$

(81,734)

-1.7%

The following is a graphic illustration of expenses (excluding depreciation) and capitalized expenses.
Expenses By Category
Including Operating Expenses & Capitalized Expenses
Excluding Depreciation Expense

FY 2016-2017
Treatment
& Disposal
41.5%

Maint.

Admin. &
General
16.8%

29.6%

583,295

274,611

6.5%

Increase
(Decrease
$
308,684

FY 2015-2016
8.9%

Administration & General

$

1,451,377

22.1% Collection System Maintenance

1,854,217

44.2%

(402,840)

1,442,747

21.9%

Treatment & Disposal

1,405,118

33.5%

37,629

3,100,679

47.0%

Capitalized Expenses

509,737

12.0%

2,590,942

0.0%

Legal Settlement & Expense

155,010

3.7%

(155,010)

4,198,693

100.0%

$

Treatment
& Disposal
33.5%

Capitalized
Expenses
12.0%

FY 2016-2017
$

Collection
System
M aint.
44.2%

Legal
Settlement
& Expense
3.7%

Legal
Settlement
& Expense
0.0%

Collection
System

FY 2015-2016

Admin. &
General
6.5%

Capitalized
Expenses
12.0%

6,578,098

100.0%

$

6

$

2,379,405

Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Management’s Discussion and Analysis

Financial Analysis of the District as a Whole, continued
Administration & General expenses increased by $308,684 primarily from the building remodel of
$238,005 and personnel charges by the Town of Corte Madera of $60,075. Other increases totaled
$10,604. Collection System Maintenance decreased by $402,840 due primarily to contractual collection
system maintenance and repairs. Treatment & Disposal increased by $37,629. Capitalized expenses
increased by $2,590,942 due primarily to main replacement projects. Depreciation decreased by
$25,207. Legal settlement expenses were concluded last fiscal year.
Analysis of Net Position
As of June 30, 2016 and 2015
2017

Increase
(Decrease)

2016

Percent
Change

Net position:
Invested in capital assets

$

Restricted

16,083,663

$

-

14,234,763
-

$ 1,848,900
-

13.0%
0.0%

Unrestricted
Designated for Capital Equipment

32,336

Designated for Capital Projects
Sausalito St. Assessment District
$

Total

-

7,663,546
38,201
23,817,746

7,737,662
38,201
$

22,010,626

32,336
(74,116)
$ 1,807,120

-1.0%
0.0%
8.2%

The change in net position is an increase of $1,807,120, primarily the result of an increase in capital
asset investment.
The following is a graphic illustration of net position:

Designated for
Capital Equipt,
$32,336

Invested in
capital assets,
16,083,663

Designated for
Capital projects,
7,663,546,
Sausalito
Street
Assessment
District, 38,201
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Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Management’s Discussion and Analysis

Economic Factors and Potential Future Results
The District completed a Sewer System Master Plan in September 2003, at a 2-year cost of $109,000. In
2003, the Plan identified 50% of the sanitary sewer system as being over 34 years old. The Master Plan
provides guidance for fiscal planning on system upgrades and refurbishments. Over the next 40 years
(FY 2003-2004 through FY 2042-2043), capital investment was estimated at $49,000,000. Since the
Plan was completed, some construction projects far exceeded the Plan’s estimates. To some extent this
was due to the inclusion of a lateral replacement program being incorporated into most of the sewer
main rehabilitation projects, which was not contemplated in the original estimates.
Using the Plan as a guide, the District continues an aggressive program of repair and replacement of the
sanitary infrastructure. To finance this effort, as well as on-going operations and maintenance, the sewer
user service charge was increased from $188 per sewer user unit to $498 per sewer user unit over a 5year period. This amounted to a $62 per year increase in the sewer user service charge per sewer user
unit.
At their meeting of May 17, 2005, the Board adopted Ordinance No. 40 increasing the sewer user
service charge as follows:
Fiscal Year

Charge per

Collection Charge

July 1 - June 30

Sewer User Unit

Per Parcel Billing

FY 1992-1993
through
FY 2004-2005

$ 188.00

$ 2.00

FY 2005-2006

$ 250.00

$ 2.00

FY 2006-2007

$ 312.00

$ 2.00

FY 2007-2008

$ 374.00

$ 2.00

FY 2008-2009

$ 436.00

$ 2.00

FY 2009-2010

$ 498.00

$ 2.00

FY 2010-2011

$ 498.00

$ 2.00

FY 2011-2012

$ 498.00

$ 2.00

FY 2012-2013

$ 498.00

$ 2.00

FY 2013-2016

$ 498.00

$ 2.00

FY 2016-2017

$ 498.00

$ 2.00

FY 2017-2017

$ 498.00

$ 2.00

FY 2017-2017

$ 498.00

$ 2.00

FY 2017-2018

$ 498.00

$ 2.00

The stepped increase was to fund the costs of operation and maintenance and repair and replacement of
infrastructure as set forth in the Sewer Master Plan on a “cash basis”.
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Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Management’s Discussion and Analysis

Economic Factors and Potential Future Results, continued
Since the 2003 plan was completed, the State and Regional Water Boards have implemented a system of
requirements for wastewater collection agencies known as a Sewer System Management Plan (SSMP)
that sets out additional parameters for master plans that were not addressed in the 2003 plan.
Because of this the District completed an update of the Sewer System Master Plan in August 2010 at a
cost of $227,000. In order to meet the new regulatory requirements, the District has updated the Master
Plan to include the following items:
1. A review of design criteria for the District, including a review of General Plans for proposed
land uses within the District, wastewater flow projections, and flow monitoring activities.
2. A hydraulic evaluation of the trunk sewers, including development of a GIS-based hydraulic
model.
3. Initiation of an asset management program.
4. Review of existing conditions within the system, including review of maintenance reports
and inspection of pump stations.
5. Development of a Capital Projects Plan to address hydraulic or condition issues.
Asset Management refers to the establishment of levels of services for the District. These levels of
service, similar to roles or the function of the sewer system, are:
1. Maintain sewer service to customers.
2. Maintain regulatory compliance.
3. Minimize inflow and infiltration (I/I).
Projects recommended in the Capital Projects Plan were developed to support the levels of service. The
costs associated with maintaining the levels of service are highly dependent on the age of the system, I/I
issues, and the topography of the District. Wastewater flow from individual dwelling units is a relatively
minor component when determining projects and their associated costs. It is important to note that the
rehabilitation/replacement of sewer mains and laterals is as much (if not more so) a result of changes in
design requirements as it is a result of deteriorated pipes. In other words, that portion of the gravity
system that is over 30 years old would need to be replaced or upgraded even it was in “as new”
condition.
Over the next 39 years (FY 2010-2011 through FY 2049-2050), capital investment is estimated at
$95,000,000 or an average of $2,400,000 per year. Staff continues to evaluate a second 5-year stepped
increase in the sewer user service charge to finance the effort, as well as on-going operations and
maintenance. There has been no increase in the sewer user service change since FY2009-2010 nor is an
increase anticipated in FY 2017-2018. However, the sewer master plan is being updated again, which
may provide an analysis that would justify future rate adjustments.
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Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Management’s Discussion and Analysis

Contacting the District’s Financial Management
This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors
with a general overview of the District’s finances and to show the District’s accountability for the
money it receives. If you have questions about this report, contact Sanitary District No. 2 of Marin
County, a Component Unit of the Town of Corte Madera, in care of the Town of Corte Madera, Office
of the Director of Administrative Services at the Corte Madera Town Hall, 300 Tamalpais Drive, P.O.
Box 159, Corte Madera, CA 94976-0159, telephone number (415) 927–5055.
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Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Statements of Net Position
For the year ended June 30, 2017
(with comparative balances for the year ended June 30, 2016)

2017

2016

ASSETS
Current assets:
Cash equivalents and investments - pooled

$

Accounts receivable
Total current assets
Property, plant and equipment
Less accumulated depreciation
Net property, plant and equipment

7,939,137
36,835

$

7,418,878
36,694

7,975,972

7,455,572

35,019,131
(18,935,468)

31,937,243
(17,702,480)

16,083,663

14,234,763

463,968
38,201

494,698
38,201

502,169

532,899

Other long term assets:
Investments in certificates of deposits
Due from Sausalito Street #27 Assessment District
Total other long term assets
Total assets

$

24,561,804

$

22,223,234

$

744,058

$

212,608

LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities
Total liabilities
NET POSITION
Invested in capital assets
Unrestricted
Total net position
$

Total liabilities and net position

744,058

212,608

16,083,663
7,734,083

14,234,763
7,775,863

23,817,746

22,010,626

24,561,804

The accompanying notes are an integral part of these financial statements
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$

22,223,234

Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Statements of Revenues, Expenses and Changes in Net Position
For the year ended June 30, 2017
(with comparative balances for the year ended June 30, 2016)

2017
OPERATING REVENUES:
Charges for services:
Sewer service charges
Other

$

3,020,262
25,400

2016

$

3,029,712
27,395

3,045,662

3,057,107

583,295
1,030,889
420,488
1,442,747
1,251,779

274,611
1,486,570
367,647
1,405,118
1,276,986

4,729,198

4,810,932

(1,683,536)

(1,753,825)

NON-OPERATING REVENUES (EXPENSES):
Property taxes
Homeowners' property tax relief
Investment earnings
Legal settlement litigation
P.G. & E. force main replacement

3,058,803
14,651
51,815
321,224

2,834,288
14,671
26,122
(155,010)
-

Total non-operating revenues (expenses)

3,446,493

2,720,071

Income (loss) before contributions
and transfers

1,762,957

966,246

44,163

6,309

1,807,120

972,555

22,010,626

21,038,071

Total operating revenues
OPERATING EXPENSES:
Administration and general
Sewage collection-maintenance
Sewage collection-pump station maintenance
Sewage treatment and disposal
Depreciation expense
Total operating expenses
OPERATING LOSS

Connection fees
Change in net position
NET POSITION:
Beginning of year
$

End of year

23,817,746

The accompanying notes are an integral part of these financial statements
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$

22,010,626

Sanitary District No. 2 of Marin County
A Component Unit of the Town of Corte Madera
Statements of Cash Flows
For the year ended June 30, 2017
(with comparative balances for the year ended June 30, 2016)

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers
Payments to vendors for services and supplies
Payments to Town of Corte Madera employees

2017

2016

$ 3,045,521
(2,286,494)
(338,251)

$ 3,036,212
(3,279,546)
(295,195)
(538,529)

420,776

Net cash used by operating activities
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Property taxes and apportioned amounts
Proceeds from legal settlement
Net cash provided by non-capital financing activities
CASH FLOW FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Connection fees
Acquisition and construction of capital assets
Net cash used by capital and related financing activities

3,073,454
-

2,848,959
1,500,001

3,073,454

4,348,960

44,163
(3,100,679)

6,309
(509,735)

(3,056,516)

(503,426)

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of investments in certificates of deposits
Investment income received
Net cash provided by (used by) investing activities

82,545

(146,941)
3,160,064

7,418,878

4,258,814

$ 7,939,137

$ 7,418,878

$ (1,683,536)

$ (1,753,825)

CASH AND INVESTMENTS:
Beginning of year

CASH FLOWS FROM OPERATING ACTIVITIES:
Reconciliation of operating income (loss) to
net cash provided (used) by operating activities:
Operating loss

(173,063)
26,122

520,259

Net increase in cash

End of year

30,730
51,815

Adjustments to reconcile operating income (loss)
to net cash provided by operating activities
Depreciation

1,251,779

Changes in current assets and liabilities:
Accounts receivable
Accounts payable and accrued liabilities
Non-operating legal settlement expense
P.G. & E. force main replacement
$

Net cash used by operating activities

The accompanying notes are an integral part of these financial statements.
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1,276,986

(141)
531,450

(20,895)
114,215

321,224

(155,010)
-

420,776

$

(538,529)

NOTES TO BASIC FINANCIAL STATEMENTS
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Sanitary District No. 2 of Marin County
A Component unit of the Town of Corte Madera
Financial Statements
For the year ended June 30, 2017
Notes to Basic Financial Statements

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements of Sanitary District No. 2 of Marin County (District), a Component Unit of
the Town of Corte Madera, have been prepared in conformity with accounting principles generally
accepted in the United States of America (GAAP) as applied to governmental enterprises classified
as proprietary fund types. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.
The reports are based on all applicable GASB pronouncements as well as applicable Financial
Accounting Standards Board (FASB) Statements and Interpretations, Accounting Principles Board
Opinions, and Accounting Research Bulletins of the AICPA Committee on Accounting Procedure
issued on or before November 30, 1989, unless those pronouncements conflict with or contradict
GASB pronouncements. The more significant of the District's accounting policies are described
below.

A.

Description of the Reporting Entity
Sanitary District No. 2 of Marin County came into existence by historical necessity because the
Town of Corte Madera (Town) was not yet organized and therefore could not correct cesspools and
raw sewage flows that were becoming commonplace at the beginning of the 20th century. The
District was incorporated on January 21, 1901, approximately 15½ years prior to the Town’s
incorporation on June 10, 1916. Due to a change in the Municipal Organization Act, the Town was
able to legally absorb the District. The District was re-incorporated as a Subsidiary District to the
Town on January 15, 1969. The Town Council became the Town Council/District Board of
Directors. On April 1, 1969, the District ceased being an employer and its former employees were
absorbed by the Town. Subsequently, the State Controller’s Office requested that the merger be
formalized with a Joint Powers Agreement. Town Resolution No. 1510 and District Resolution No.
9-73, both of which consummated the Joint Powers Agreement, were adopted by the Town
Council/District Board of Directors on September 17, 1973.
The District is an integral part of the Town and has been included in the Town's basic financial
statements since June 30, 1983, following a requirement established by the former National Council
on Governmental Accounting. Currently, the boundaries of the Town and District are essentially
contiguous, with three principal exceptions. Portions of the Tiburon Peninsula served by the
District are either in the incorporated limits of the Town of Tiburon or in the unincorporated
sphere of influence of the Town of Tiburon. That portion of Greenbrae to the east of Highway 101
and south of Corte Madera Creek served by the District is either in the incorporated limits of the
City of Larkspur or in the unincorporated sphere of influence of the Town of Corte Madera. A
residential area known as Palm Hill in the City of Larkspur features a boundary with the District
that is dependent on gravity flow into the District. There are several smaller exceptions such as
East Lucky Drive, which is in the unincorporated sphere of influence of the Town of Corte
Madera. The District provides sewage collection services and has approximately 45 miles of
gravity sewers, 19 pump stations, and 4 miles of force mains.
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Financial Statements
For the year ended June 30, 2017
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B.

Joint Powers Agreement with Central Marin Sanitary Agency
The District is a member of the Central Marin Sanitation Agency (CMSA) which is a joint powers
agency administered by its own board. The District contracts under CMSA’s Joint Powers
Agreement (JPA) for CMSA personnel to provide all engineering, management, and operational
services for the treatment and disposal of wastewater. By separate contractual agreements, CMSA
personnel provide for sewage collection pump station maintenance and the “FOG” (Fats, Oils &
Grease) source control program (inspection and enforcement) as part of the District’s sewer system
management plan as mandated by the State. Town personnel provide all engineering, management,
and operational services to the wastewater collection system, exclusive of management and
operational services for sewage collection pump station maintenance and the FOG program.
The JPA doesn’t provide an explicit measurable right as required to establish an equity interest for
any of the joint venture participants, and stipulates that all excess funds are the property of the
CMSA. Pursuant to GASB Statement No. 61 regarding the nature of the reporting entity, the CMSA
operating arrangement has been categorized as a "jointly governed organization." The District
includes in its property, plant and equipment, assets utilized by the CMSA which are designated as
assets of the District, including assets paid for by the District and assets funded by federal and state
grants.
CMSA derives its annual funding for operations and equipment repair and replacement programs
almost exclusively from service charges to its participating agencies. Beginning in fiscal year 200607, funding for CMSA’s capital program also includes proceeds from the sale of revenue bonds.
Financial information of the CMSA is not included in the accompanying financial statements except
for the operating expenses included as sewage collection pump station maintenance, the FOG
program, and sewage treatment and disposal expenses which are reimbursed by the District to
CMSA. The financial statements of the CMSA are available at the CMSA office. For further
information on the CMSA joint venture, see Note 6.

C.

Fund Accounting Classification and Basis of Accounting
On the Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net
Position, business-like activities are presented using the economic resources measurement focus. The
accounting objectives of this measurement focus are the determination of net income, financial
position, and cash flows. All assets and liabilities (whether current or noncurrent) associated with
their activities are reported. Fund equity is classified as net position.
Enterprise funds account for operations that are financed and operated in a manner similar to private
business enterprises where the intent 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. The acquisition and capital improvement of the physical plant facilities
required to provide these goods and services are financed from existing cash resources, the issuance
of bonds, and cash flow from operations.
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

C.

Fund Accounting Classification and Basis of Accounting, Continued
From its incorporation on January 21, 1901, through June 30, 1978, the District financed its
operations entirely from property taxes. On June 6, 1978, the electorate in California enacted
Proposition 13, which became effective July 1, 1978. The immediate short-term effect of this
constitutional amendment was a substantial reduction in local property taxes. As a direct result, the
Board of Directors enacted Ordinance No. 17 establishing a system of sewer user service charges.
The Board's intent was to finance the District to the greatest extent possible from property taxes.
Nevertheless, an increasing amount by necessity has been shifted to user charges. In the year ended
June 30, 2017 and 2016, user charges approximated 47% and 52%, respectively, of operating and
non-operating revenues, not including interest income.

D.

Cash Equivalents and Investments
For the purposes of the Statement of Net Position and Statement of Cash Flows, “cash equivalents
and investments” includes all demand, savings accounts, and certificates of deposits or short-term
investments with an original maturity of three months or less.
The District through the Town of Corte Madera, pools cash and investments from all funds for the
purpose of increasing income through investment activities. Highly liquid money market
investments with maturities of one year or less at time of purchase are stated at amortized cost. All
other investments are stated at fair value in accordance with GASB Statement No. 31, Accounting
and Financial Reporting for Certain Investments and for External Investment Pools. Market value is
used as fair value for those securities for which market quotations are readily available.
The District indirectly, through the Town of Corte Madera, participates in an investment pool
managed by the State of California titled Local Agency Investment Fund (LAIF) which has invested
a portion of the pool funds in Structured Notes and Asset-Backed Securities. LAIF's investments are
subject to credit risk with the full faith and credit of the State of California collateralizing these
investments. In addition, these Structured Notes and Asset-Backed Securities are subject to market
risk as to changes in interest rates.
The District pools cash and investments from all funds for the purpose of increasing income through
investment activities. Interest Income on investments is allocated to the funds on the basis of average
month-end cash and investment balances. Investments are carried at fair value. Fair value is based on
quoted market price if applicable. Otherwise the fair value hierarch is as follows.
Level 1 – Values are unadjusted quoted prices in active markets for identical assets or liabilities at
the measurement date.
Level 2 – Inputs, other than quoted prices, included within Level 1 that are observable for the asset
or liabilities at the measurement date.
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

D.

Cash Equivalents and Investments, Continued
Level 3 – Certain inputs are unobservable inputs (supported by little or no market activity, such as
the District’s best estimate of what hypothetical market participants would use to determine a
transaction price for the asset or liability at the reporting date).
LAIF determines fair value on its investment portfolio based on market quotations for these
securities where market quotations are readily available, and on amortized cost or best estimate for
those securities where market value is not readily available.

E.

Fixed Assets
Purchased fixed assets are valued at cost where historical records are available and at an estimated
historical cost where no historical records exist. Donated fixed assets are valued at their estimated
fair value on the date received.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized. Improvements are capitalized. Depreciation is provided on a
straight-line basis over estimated useful lives ranging from 5 to 40 years.

F.

Operating vs. non-operating revenues
Revenues related to providing sewer service to customers and users are classified as operating
revenue in the Statement of Revenues and Expenses and Changes in Net Position. All other
revenues, including property taxes, are classified as non-operating revenue.

G.

Net position
Net position is classified into three components: invested in capital assets, net of related debt;
restricted for bond and reserve funds; and unrestricted. It is the policy of the District to spend
funds in order from restricted to unrestricted.
Net Investment in Capital Assets - This amount consists of capital assets net of accumulated
depreciation and reduced by outstanding debt that attributed to the acquisition, construction, or
improvement of the assets.
Restricted Net Position - This amount is restricted by external creditors, grantors, contributors, or
laws or regulations of other governments.
Unrestricted Net Position - This amount is all net position that do not meet the definition of
"invested in capital assets, net of related debt" or "restricted net position." Nonspendable
governmental funds balances are categorized as unrestricted net position on the GovernmentWide Financial Statements.
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

H.

Comparative Data
Comparative data for the prior year has been presented in the accompanying financial statements in
order to provide an understanding of changes in the government's financial position and operations.

I.

New Accounting Pronouncements
In November 2016, the Governmental Accounting Standards Board (GASB) issued Statement No.
83, Certain Asset Retirement Obligations (GASB No. 83). GASB No. 83 addresses accounting and
financial reporting for certain asset retirement obligations (AROs). An ARO is a legally
enforceable liability associated with the retirement of a tangible capital asset. A government that
has legal obligations to perform future asset retirement activities related to its tangible capital
assets should recognize a liability based on the guidance in GASB No. 83.
GASB No. 83 will enhance comparability of financial statements among governments by
establishing uniform criteria for governments to recognize and measure certain AROs, including
obligations that may not have been previously reported. GASB No. 83 will enhance the decisionusefulness of the information provided to financial statement users by requiring disclosures related
to those AROs. The requirements of GASB No. 83 are effective for reporting periods beginning
after June 15, 2018. The District does not believe that there will be any financial statement effect
related to GASB No. 83.
In January 2017 GASB issued Statement No. 84, Fiduciary Activities (GASB No. 84). The
objective of which is to improve guidance regarding the identification of fiduciary activities for
accounting and financial reporting purposes and how those activities should be reported. The
requirements of GASB No. 84 will enhance consistency and comparability by (1) establishing
specific criteria for identifying activities that should be reported as fiduciary activities and (2)
clarifying whether and how business-type activities should report their fiduciary activities. The
requirements of GASB No. 84 are effective for reporting periods beginning after December 15,
2018. The District does not believe that there will be any financial statement effect related to
GASB No. 84.
In March 2017, GASB issued Statement No. 85, Omnibus 2017 (GASB No. 85). The objective of
this Statement is to address practice issues that have been identified during implementation and
application of certain GASB Statements. GASB No. 85 addresses a variety of topics including
issues related to blending component units, goodwill, fair value measurement and application, and
postemployment benefits (pensions and other postemployment benefits [OPEB]). Specifically, the
following topics are addressed:
•
•

Blending a component unit in circumstances in which the primary government is a businesstype activity that reports in a single column for financial statement presentation
Reporting amounts previously reported as goodwill and "negative" goodwill
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

I.

New Accounting Pronouncements, Continued









Classifying real estate held by insurance entities
Measuring certain money market investments and participating interest-earning
investment contracts at amortized cost
Timing of the measurement of pension or OPEB liabilities and expenditures recognized
in financial statements prepared using the current financial resources measurement
focus
Recognizing on-behalf payments for pensions or OPEB in employer financial statements
Presenting payroll-related measures in required supplementary information for purposes of
reporting by OPEB plans and employers that provide OPEB
Classifying employer-paid member contributions for OPEB
Simplifying certain aspects of the alternative measurement method for OPEB
Accounting and financial reporting for OPEB provided through certain multiple-employer
defined benefit OPEB plans.

The requirements of GASB No. 85 are effective for reporting periods beginning after June 15,
2017. The District does not believe that there will be any financial statement effect related to the
GASB No. 85.
In May 2017, GASB issued Statement No. 86, Certain Debt Extinguishment Issues (GASB No.
86). The primary objective of GASB No. 86 is to improve consistency in accounting and financial
reporting for in-substance defeasance of debt by providing guidance for transactions in which cash
and other monetary assets acquired with only existing resources-resources other than the proceeds
of refunding debt-are placed in an irrevocable trust for the sole purpose of extinguishing debt.
GASB No. 86 also improves accounting and financial reporting for prepaid insurance on debt that
is extinguished and notes to financial statements for debt that is defeased in substance. The
requirements of GASB No. 86 are effective for reporting periods beginning after June 15, 2017.
The District does not believe that there will be any financial statement effect related to GASB No.
86.
In June 2017, GASB issued Statement No. 87, Leases (GASB No. 87). The objective of GASB
No. 87 is to better meet the information needs of financial statement users by improving
accounting and financial reporting for leases by governments. GASB No. 87 increases the
usefulness of governments' financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a
single model for lease accounting based on the foundational principle that leases are financings of
the right to use an underlying asset. Under GASB No. 87, a lessee is required to recognize a lease
liability and an intangible right-to-use lease asset, and a lessor is required to recognize a lease
receivable and a deferred inflow of resources, thereby enhancing the relevance and consistency of
information about governments' leasing activities.
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

I.

New Accounting Pronouncements, Continued
GASB No. 87 will increase the usefulness of governments' financial statements by requiring
reporting of certain lease liabilities that currently are not reported. It will enhance comparability of
financial statements among governments by requiring lessees and lessors to report leases under a
single model. GASB No. 87 also will enhance the decision-usefulness of the information provided
to financial statement users by requiring notes to financial statements related to the timing,
significance, and purpose of a government's leasing arrangements.
The requirements of GASB No. 87 are effective for reporting periods beginning after December
15, 2019. The District does not believe that there will be any financial statement effect related to
GASB No. 87.

2.

BUDGETS AND BUDGETARY ACCOUNTING
The District follows these procedures in establishing its budgetary data reflected in the
supplementary schedules to these financial statements:
a.

Prior to the year ended June 30, a proposed budget is submitted to the District Board of
Directors for the year commencing the following July l. The budget includes proposed
expenses and the means of financing them.
The budget is enacted through passage of a resolution.

b.

Formal budgetary integration is employed as a management control device during the year.
Budgets are adopted on a basis consistent with a current financial resources approach as
budgeted for other Town of Corte Madera operations.
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3.

CASH AND INVESTMENTS

A.

Cash Deposits
The District pools cash from all sources. The District invests excess cash in the Town of Corte
Madera, an unrated investment pool, which at June 30, 2017, approximated a fair value of
$8,403,105.
The California Government Code requires California banks and savings and loan associations to
secure government cash deposits by pledging securities as collateral. This code states that collateral
pledged in this manner shall have the effect of perfecting a security interest in such collateral
superior to those of a general creditor. Thus, collateral is considered to be held in the government’s
name.
According to California law, the market value of pledged securities with banking institutions must
equal at least 110% of the government’s cash deposits. California law also allows institutions to
secure government deposits by pledging first trust deed mortgage notes having a value of 150% of
the government’s total cash deposits. The government can waive collateral requirements for cash
deposits, which are fully insured up to $250,000 by the Federal Deposit Insurance Corporation.
The Town Treasurer maintains the cash and investment pool, on behalf of the District, as their
custodian, which includes cash balances and authorized investments for all District funds, which is
invested to enhance interest earnings. The pooled interest earned is allocated monthly to the District
based on average daily cash and investment balance.

B.

Credit Risk
Credit risk is the risk that an issue of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Presented below is the minimum rating required by the California Government
Code and the actual rating as of the June 30, 2017, for each investment type.

Fair
Investment Type
Value
Certificate of Deposits $ 463,968
State Investment Pool
7,939,137
Total

Minimum
Legal
Rating
N/A
N/A

$ 8,403,105

Not Required
Rating at Year-End
To Be Rated
Aaa
Unrated
$
- $
- $ 463,968
7,939,137
$
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3.

CASH AND INVESTMENTS, Continued

C.

Policies and Practices
State code prohibits the District from investing in investments with a rating of less than A or
equivalent.
Under provisions of the District/Town's Investment Policy and in accordance with California
Government Code Section 5360l & 53635 (a-n), the District/Town may invest or deposit in the
following types of investments:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Local Agency Bonds
US Treasury Obligations
US Agencies
Time Deposits
Negotiable Certificates of Deposit
Bankers’ Acceptances
Commercial Paper
Local Agency Investment Funds (LAIF) of California State Treasurer’s Office (State Pool)
State of California Obligations
CA Local Agency Obligations
Repurchase Agreements (Repos)
Reverse Repurchase Agreements
Medium-Term Notes (Corporate Debt Investment Grade)
Mutual Funds
Money Market Funds
Collateralized Bank Deposits
Mortgage Pass-Through Securities

Criteria for selecting investments and the order of priority are:
• Safety - The safety and risk associated with an investment refers to the potential loss of
principal, interest, or a combination of these amounts. The District/Town only invests in those
investments that they consider very safe.
• Liquidity - This refers to the ability to "cash in" at any moment in time with a minimal
possibility of losing some portion of principal or interest. Liquidity is an important investment
quality especially when the need for unexpected funds occurs occasionally.
• Yield - This refers to the rate of return and is the least important of the criteria. Safe, liquid
investments do not enjoy the yields of investments not having those characteristics.
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3.

CASH AND INVESTMENTS, Continued

D.

Safekeeping
Securities purchased from broker-dealers are held in third party safekeeping by the trust department
of the broker-dealer or other designated third party trust in the District/Town’s name and control,
whenever possible.

E.

Concentration of Credit Risk
During the current fiscal year the District invested 94% of its monies in the State Investment Pool
(LAIF) which is not limited by the California Government Code.

F.

Investment in Fair Value
The District is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated
by the California Government Code 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 District'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. The balance for withdrawal has a remaining maturity of twelve months or less.

G.

Custodial Credit Risk – Investments
Custodial risk for investments is the risk that, in the event of the failure of the counterparty (e.g. the
broker-dealer) to a transaction, a government will not be able to recover the value of its investment
or collateral securities that are in the possession of another party. The California Government Code
does not contain legal or policy requirements that would limit the exposure to custodial credit risk.
The District’s policy is to use the services of the Treasurer’s Office of the Town of Corte Madera,
which will transact the District’s investment decisions in compliance with the requirements of the
District’s policy. The Town Treasurer’s Office will execute the District’s investments through such
broker-dealers and financial institutions as are approved by the Town Treasurer, and through the
State Treasurer’s Office for investment in the Local Agency Investment Fund.

This space intentionally left blank.
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3.

CASH AND INVESTMENTS, Continued

H.

Investments in External Investment Pools
The District's investments with the Town at June 30, 2017, included a portion of the pool funds
invested in structured notes and asset backed securities and similar transactions through the Local
Agency Investment Fund (LAIF). These investments may include the following:
Structured Notes are debt securities (other than asset-backed securities) whose cash-flow
characteristics (coupon rate, redemption amount, or stated maturity) depends on one or more indices
and/or that have embedded forwards or options.
Asset-backed Securities, the bulk of which are mortgage-backed securities, entitle their purchaser to
receive a share of the cash flows from a pool of assets such as principal and interest repayments from
a pool of mortgages (such as CMOs) or credit card receivables.
As of June 30, 2017, LAIF had invested 2.25% of its pooled assets in structured notes and assetbacked securities and similar transactions.

4.

PROPERTY TAXES
Property taxes attach as an enforceable lien as of March 1. Taxes are levied on July 1 and payable in
two installments on December 10 and April 10. All general property taxes are then allocated by the
County of Marin’s Finance Department utilizing the Teeter System of allocation in which levied
amounts are directly allocated to the various taxing entities per the legislation implementing
Proposition 13 and the County retains any interest and penalties on delinquent taxes. The method of
allocation used by the County is subject to review by the State of California.

This space intentionally left blank.
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5.

FIXED ASSETS
The following is a summary of changes in balances for property, plant and equipment during the
fiscal year:

Land
Structures and pump stations:
Contributed
Other
Vehicles
Equipment
Underground lines:
Contributed
Other
Central Marin Plant:
Contributed
Other
Total

Balance
June 30, 2016
$
580,265

Additions
$
-

105,686
12,857,051
451,867
64,512

-

374,706
15,079,302

Deletions
$
-

3,100,679

792,497
1,631,357

-

$ 31,937,243

Balance
June 30, 2017
$
580,265

(18,791)

105,686
12,857,051
451,867
45,721

-

374,706
18,179,981

-

792,497
1,631,357

$ 3,100,679

$ (18,791)

$ 35,019,131

$

$

$

Depreciation charges on fixed assets are as follows:
Structures and pump stations:
Contributed
Other
Vehicles
Equipment
Underground lines:
Contributed
Other
Central Marin Plant:
Contributed
Other
Total
Net book value

$

101,717
6,420,034
17,494
58,931

3,969
603,136
30,125
1,970

(18,791)

105,686
7,023,170
47,619
42,110

360,649
8,834,878

14,057
537,926

-

374,706
9,372,804

624,082
1,284,695

19,812
40,784

-

643,894
1,325,479

17,702,480
$ 14,234,763

1,251,779
$ 1,848,900

$

(18,791)
-

18,935,468
$ 16,083,663

These assets are being depreciated on a straight-line basis over their estimated useful lives ranging
from 5 to 40 years.
This space intentionally left blank.
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6.

JOINT VENTURE
In October 1979, the District entered into a Joint Powers Agreement (JPA) with four neighboring
sanitation agencies in central Marin County in forming the Central Marin Sanitation Agency
(CMSA). CMSA serves as a regional wastewater treatment plant for its four member agencies and
San Quentin Prison (SQP) and is governed by a six-member Board of Commissioners, one appointed
by the governing board of the District, two appointed by the governing board of San Rafael
Sanitation District (SRSD), two appointed by the governing board of Sanitary District No. 1 (SD#1)
and one appointed the City Council of the City of Larkspur (Larkspur). Total Project costs for the
joint venture was funded from federal (75%) and state (12.5%) clean water grants and from local
shares (12.5% total) allocated among the member agencies and SQP based upon the weighted
average of the strength and volume of sewage flows at the inception of the project. Final individual
local shares of total project costs were approximately $1.6 million for the District, $7.6 million for
SRSD, $6.3 million for SD#1, $1.0 million for Larkspur and $1.4 million for SQP.
On October 1, 2007, the CMSA entered into the Payment Agreement for Treatment Service, (the
"Payment Agreement"), with each of its Members. Under the Payment Agreement, each
Participating Member agreed to pay its Payments (i.e., debt service on the Bonds, plus amounts
required to satisfy the Rate Covenant and any other covenants under the Indenture) to the CMSA
when due. Each Participating Member agrees that the obligation to pay its Payments shall constitute
an unconditional obligation of such Participating Member payable from and secured by the System
Revenues of such Participating Member.
On October 12, 2007, the CMSA issued $68,730,000 in Series 2006 Revenue Bonds (“Series 2006
Bonds”) to finance improvements to the wastewater treatment and disposal system primarily
consisting of improvements to the CMSA's Treatment Plant to increase capacity for wet weather
flows.
On April 1, 2015, the CMSA entered into a Second Supplemental Indenture to provide for the
issuance of $49,310,000 in Refunding Revenue Bonds, Series 2017 (“Series 2017 Bonds”), the
proceeds of which were used to refinance and defease all of the Series 2006 Bonds. The terms of the
Series 2017 Bonds are subject to the original Master Indenture.
The Payments under the Payment Agreement are due for the Participating Members on August 1 and
February 1 of each Fiscal Year. On or before June 1 of each year, the CMSA will calculate, based on
estimated Dwelling Units as provided in the JPA Agreement, the Payments due from each
Participating Member for the next Fiscal Year. The total amount of such Payments due from the
Participating Members in each Fiscal Year will be equal to the debt service due on the Bonds plus
amounts required to satisfy the Rate Covenant and any other covenants under the Indenture.
Payments by the District, which include annual sewage treatment and disposal costs and debt
service, have been estimated at $1,485,000 for the fiscal year ending 2018. The amount paid under
this agreement for June 30, 2017 was $1,442,747.
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7.

INSURANCE
The District has elected to be self-insured through the Town of Corte Madera's Internal Service
Funds, which accumulate resources to pay current and future claims.
The District has been charged for its pro-rata share of expenses and claims by the Town. Reserves
for future claims are included in the fund balance of the Town's internal service funds. Claims
incurred and outstanding at June 30, 2017 and 2016 are reflected as liabilities in the Town's internal
service funds and are not reflected in the accompanying financial statements.
The Town, including the District, purchases several insurance policies to protect against catastrophic
loss. (1) Workers’ Compensation insurance with a statutory limit per each accident and a self-insured
retention of $1,000,000 per each accident. (2) General Liability and Automobile Liability with a
$10,000,000 limit per occurrence subject to a $250,000 self-insured retention per occurrence. (3) A
Master Property Insurance Policy covers the Town’s real and personal property on a replacement
cost basis with a $10,000 deductible. As respects vehicles and motorized contractor’s equipment,
only selected high value items are specifically insured with various deductibles.

8.

SPECIAL ASSESSMENT DISTRICT
The District is the collecting agent for bonds outstanding at June 30, 2017, issued by the Old
Landing Road Sewer Assessment District. The bond was issued in 1995 for $517,297. The current
balance of the bond at June 30, 2017 is $ 160,000.
The District has no direct or contingent liability or moral obligation for the payment of these bonds.
Assets held by the District on behalf of this district is recorded in Agency Funds of the Town of
Corte Madera. Accordingly, these assets and outstanding bond obligations are not presented in the
District’s accompanying Basic Financial Statements.

9.

SUBSEQUENT EVENTS
Management has evaluated subsequent events through the date of the audit opinion letter, which is
the date the financial statements were available to be issued.
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Fund 201

Fund 260

Fund 270

ASSETS AND OTHER DEBITS
Current assets:
Cash and equivalents
Accounts receivable
Total current assets

$

Property, plant and equipment
Less accumulated depreciation
Net property, plant and equipment

7,326,819
36,835
7,363,654
35,019,131
(18,935,468)
16,083,663

Other long term assets:
Investments in certificates of deposits
Due from Sausalito Street #27 Assessment District
Total other long term assets
Total assets and other debits

$

428,521
38,201
466,722
$

612,318
612,318

$

-

-

-

35,447
35,447

-

23,914,039

$

647,765

$

96,293

$

647,765

$

-

LIABILITIES, NET POSITION,
AND OTHER CREDITS
Liabilities:
Accounts payable and accrued liabilities

$

Total liabilities
Net position and other credits:
Investment in fixed assets
Unrestricted:
Designated for capital equipment
Designated for capital projects
Designated for Sausalito St. #27 Assessment District
Net position - unrestricted
Total net position and other credits
Total liabilities, net position and other credits

$
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-

96,293

647,765

-

16,083,663

-

-

32,336
7,663,546
38,201
-

-

-

23,817,746

-

-

23,914,039

$

647,765

$

-

Adjustments and
Reclassifications
to Enterprise
Fund Basis

$

-

Total
Enterprise Fund

2017

$

-

$

$

-

$

7,418,878
36,694
7,455,572
31,937,243
(17,702,480)
14,234,763

463,968
38,201
502,169

$

-

$

35,019,131
(18,935,468)
16,083,663

$

7,939,137
36,835
7,975,972

2016

494,698
38,201
532,899

24,561,804

$

22,223,234

744,058

$

212,608

-

744,058

212,608

-

16,083,663

14,234,763

(32,336)
(7,663,546)
(38,201)
7,734,083

7,734,083

7,775,863

-

23,817,746

22,010,626

-

$

24,561,804

$

22,223,234
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Fund 201
OPERATING REVENUES:
Charges for services:
Sewer service charges
Other

$ 3,020,262
25,400

Total operating revenue
OPERATING EXPENSES:
Administration and general
Sewage collection-maintenance
Sewage collection-pump station maintenance
Sewage treatment and disposal
Depreciation expense
Total operating expenses
OPERATING INCOME (LOSS)
NON-OPERATING REVENUES (EXPENSES):
Property taxes
Homeowners' property tax relief
Investment earnings
Capital outlay
Legal settlement litigation
P.G.& E. force main replacement

Fund 260

$

Fund 270

-

$

-

3,045,662

-

-

583,295
661,166
420,488
1,442,747
1,251,779

369,723
-

-

4,359,475

369,723

-

(1,313,813)

(369,723)

-

3,058,803
14,651
51,815
321,224

(3,056,516)
-

(44,163)
-

Total non-operating revenues (expenses)

3,446,493

(3,056,516)

(44,163)

Income (loss) before contributions
and transfers

2,132,680

(3,426,239)

(44,163)

3,100,679
(3,426,239)

3,426,239
-

44,163
-

1,807,120

-

-

22,010,626

-

-

Connection fees
Nonmandatory transfers in
Nonmandatory transfers out
Change in net position
NET POSITION:
Beginning of year

$ 23,817,746

End of year
34

$

-

$

-

Adjustments and
Reclassifications
To Enterprise
Fund Basis

$

-

$ 3,020,262
25,400

$ 3,029,712
27,395

-

3,045,662

3,057,107

-

583,295
1,030,889
420,488
1,442,747
1,251,779

274,611
1,486,570
367,647
1,405,118
1,276,986

-

4,729,198

4,810,932

-

(1,683,536)

(1,753,825)

3,100,679
-

3,058,803
14,651
51,815
321,224

2,834,288
14,671
26,122
(155,010)
-

3,100,679

3,446,493

2,720,071

3,100,679

1,762,957

966,246

44,163
-

6,309
-

-

1,807,120

972,555

-

22,010,626

21,038,071

-

$ 23,817,746

$ 22,010,626

(6,526,918)
3,426,239

$

Total
Enterprise Fund
2017
2016
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Fund 201

Amended
Budget
OPERATING REVENUES:
Charges for services
Sewer service charges
Other
Total operating revenues
OPERATING EXPENSES:
Administration and general
Sewage collection-maintenance
Sewage collection-pump station maintenance
Sewage treatment and disposal
Depreciation expense
Total operating expenses

$ 2,997,000
21,000
3,018,000

Actual

$

3,020,262
25,400
3,045,662

Variance
Positive
(Negative)

$

23,262
4,400
27,662

608,900
787,800
450,000
1,475,000
1,300,000
4,621,700

583,295
661,166
420,488
1,442,747
1,251,779
4,359,475

25,605
126,634
29,512
32,253
48,221
262,225

(1,603,700)

(1,313,813)

289,887

NON-OPERATING REVENUES (EXPENSES):
Property taxes
3,071,000
Homeowners' property tax relief
15,000
Investment earnings
50,000
Capital outlay
321,200
P.G.&E. force main replacement
3,457,200
Total non-operating revenues (expenses)

3,058,803
14,651
51,815
321,224
3,446,493

(12,197)
(349)
1,815
24
(10,707)

1,853,500

2,132,680

279,180

3,208,000
(3,823,800)

3,100,679
(3,426,239)

(107,321)
397,561

OPERATING INCOME (LOSS)

Income (loss) before contributions
and transfers
Connection fees
Nonmandatory transfers in
Nonmandatory transfers out
Change in net position

$ 1,237,700

1,807,120

NET POSITION:
Beginning of year

22,010,626
$

End of year
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23,817,746

$

569,420

Fund 260

Amended
Budget

$

$

Fund 270

Actual

-

$

-

Variance
Positive
(Negative)

Amended
Budget

$

$

-

-

Variance
Positive
(Negative)

Actual

$

-

$

-

660,000
660,000

369,723
369,723

290,277
290,277

-

-

-

(660,000)

(369,723)

290,277

-

-

-

(3,163,800)
(3,163,800)

(3,056,516)
(3,056,516)

107,284
107,284

(44,200)
(44,200)

(44,163)
(44,163)

37
37

(3,823,800)

(3,426,239)

397,561

(44,200)

(44,163)

37

3,823,800
-

3,426,239
-

(397,561)
-

44,200
-

44,163
-

(37)
-

-

-

-

-

$

-

$

$

-

-

$

37

-

$

-
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