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INDEPENDENT AUDITOR’S REPORT
Board of Directors
Ramona Municipal Water District
Ramona, California
Report on the Financial Statements
We have audited the accompanying financial statements of Ramona Municipal Water District, as
of and for the fiscal year ended June 30, 2016, and the related notes to the financial statements,
which collectively comprise the Ramona Municipal Water District’s basic financial statements as
listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion 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 State Controller's Minimum Audit Requirements for 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 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 opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of Ramona Municipal Water District, as of June 30, 2016, and
the respective changes in financial position and cash flows thereof for the fiscal year then ended,
in accordance with accounting principles generally accepted in the United States of America.
Emphasis of a Matter
Prior Period Adjustments
As discussed in Note 16 to the financial statements the Ramona Municipal Water District made
adjustments to its financial statement as of July 1, 2015 to reduce its pension liability and to
record its other postemployment benefit plan liability (OPEB), which resulted in a net increase in
its net position of $1,875,721.
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 4 through 10, and the schedules of proportionate
share of the net pension liability and plan contributions on pages 40 and 41, and Other Post
Employment Benefits Schedule of Funding Progress on page 42 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 an opinion on the financial statements that
collectively comprise the Ramona Municipal Water District's basic financial statements. The
other supplementary information, as listed in the table of contents, is presented for purposes of
additional analysis and is not a required part of the basic financial statements.
The other supplementary information, as listed in the table of contents, has 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 it.

SQUAR MILNER LLP

San Diego, California
December 29, 2016

RAMONA MUNICIPAL WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2016

As management of the Ramona Municipal Water District (the “District”), we offer the readers of
the District’s financial statements this narrative overview and analysis of the financial activities
of the District for the fiscal year ended June 30, 2016. We encourage readers to consider the
information presented here in conjunction with the District’s basic financial statements, which
begin immediately following this analysis. This annual financial report consists of three main
parts (1) Management’s Discussion and Analysis, (2) Basic Financial Statements, and (3)
Required Supplemental Information.
The financial statements consist of a series of financial statements prepared in accordance with
the Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements –
Management Discussion and Analysis for State and Local Governments.

BASIC FINANCIAL STATEMENTS
The District’s Financial Statements include the Statements of Net Position, Statements of
Revenues, Expenses, and Changes in Net Position, and Statements of Cash Flows. The purpose
of the Statements of Net Position is to report the assets and liabilities of the District as of the date
of the statements. The difference between the assets and liabilities is net position, which
represents the portion of total assets not encumbered by debt. Assets and liabilities are reported
at historical cost, except for investments, which are reported at fair market. Long-term
infrastructure assets such as reservoirs, pipes and pumps are reduced by estimated depreciation
based upon the expected remaining life of the underlying asset. The District records assets on its
books when it takes ownership and liabilities when it incurs the obligation to pay, whether or not
it has actually been billed.
The District uses Enterprise Funds to account for the five (5) operating divisions. Those
operating divisions are (1) Water, (2) Fire and Paramedic, (3) Parks and Recreation, (4) San
Vicente Sewer and (5) Santa Maria Sewer.
Water
This operating division maintains and services both a treated water system and an untreated
water system. The treated system distributes treated water upon demand to 9,590 customers. The
untreated system provides irrigation water to 205 customers. Rates for both treated and untreated
water are based upon the cost of treating, transporting, and delivering water to customers.
Fire and Paramedic
This operating division provides fire protection services and emergency medical services. The
District contracts out this service to the California Department of Forestry and Fire Protection,
and maintains three fire stations. Rates for fire service charges and ambulance calls are based on
the cost to service and maintain these fire stations.
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RAMONA MUNICIPAL WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2016

BASIC FINANCIAL STATEMENTS (continued)
Parks and Recreation
This operating division provides the land and facilities for a park, which is managed by the
Ramona Parks and Recreation Association on a volunteer basis. The operating division receives
funds from property taxes, and the funds are remitted to the Ramona Parks and Recreation
Association.
San Vicente Sewer
This operating division provides sewer service to the San Diego Country Estates area of Ramona
and services 3,778 equivalent dwelling units (EDUs). A service rate per EDU is set based on the
cost of treatment and collection of sewage for this facility.
Santa Maria Sewer
This operating division provides sewer service to the downtown area of Ramona and services
4,315 equivalent dwelling units (EDUs). A service rate per EDU is set based on the cost of
treatment and collection of sewage for this facility.

FINANCIAL HIGHLIGHTS
While the Statement of Net Position shows the change in Net Position, the Statement of
Revenues, Expenses, and Changes in Net Position provides answers as to the nature and sources
of those changes. For fiscal year 2015/2016, total operating revenues have decreased by
approximately 1% to $26,062,426 as compared to the prior year, and total operating expenses
have decreased by approximately 1% to $28,394,439 as compared to the prior year. The
reduction in operating revenues and expenses was attributable to water conservation efforts by
District customers.
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RAMONA MUNICIPAL WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2016

NET POSITION
A condensed summary of the District’s Statement of Net Position is presented below:
Condensed Statement of Net Position
2016
Cash and investments
Capital assets, net
Other assets

$ 37,050,636
67,915,864
5,013,706

Total assets
Deferred outflows of resources
Current liabilities
Compensated absences, net of current portion
OPEB lability
Net pension liability
Long-term debt, net of current portion
Total liabilities
Deferred inflows of resources
Capital assets, net of related debt
Unrestricted
Total net position
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109,980,206
512,639
3,469,023
796,716
1,125,046
6,292,416
4,173,778
15,856,979
881,360
63,386,547
30,367,959
$ 93,754,506

RAMONA MUNICIPAL WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2016

A summary of the District’s Statement of Revenues, Expenses and Changes in Net Position is
presented below:
Condensed Statement of Revenues, Expenses and Changes in Net Position
2016
Operating revenues:
Water sales and service fees
Fire and emergency medical service fees
Sewer service fees
Total operating revenues

$ 16,153,273
3,858,528
6,050,625
26,062,426

Operating expenses:
Water and related expenses
Fire, emergency medical, and related expenses
Sewer and related expenses
Park expenses
Total operating expenses
Operating income (loss)
Non-operating revenues (expenses):
Property taxes
Investment income
Other revenue and expenses

28,394,439
(2,332,013)
5,441,992
75,347
1,136,697

Total non-operating revenues (expenses)

6,654,036

Income (loss) before contributions

4,322,023

Assessment revenue
Capital contributions
Increase (decrease) in net position
Net position, beginning of year
Prior period adjustment
Net position, end of year
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17,122,968
5,552,726
5,539,723
179,022

94,026
193,994
4,610,043
87,268,742
1,875,721
$ 93,754,506

RAMONA MUNICIPAL WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2016

BUDGETARY HIGHLIGHTS
The District adopts an annual operating budget which includes proposed expenses and the means
of financing them. A comparison between actual and budgeted amounts are not required nor
shown in the financial statements section of this report.
A comparison of the operating results for 2016 to the budget is presented below.
Comparison of the Operating Results for 2016 to the Budget

Operating revenues
Operating expenses:
Water expenses
Fire and emergency medical expenses
Sewer expenses
Other expenses
Total operating expenses
Operating income (loss)
Non-operating revenues (expenses):
Property taxes
Investment income
Other revenue and expenses
Total non-operating revenues (expenses)
Income (loss) before contributions
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Actual

Budget

Favorable
(Unfavorable)

$ 26,062,426

$ 27,439,273

$ (1,376,847)

17,122,968
5,552,726
5,539,723
179,022

21,243,353
6,318,335
6,419,989
345,223

4,120,385
765,609
880,266
166,201

28,394,439

34,326,900

5,932,461

(2,332,013)

(6,887,627)

4,555,614

5,441,992
75,347
1,136,697

5,000,000
16,040
12,697

441,992
59,307
1,124,000

6,654,036

5,028,737

1,625,299

$ 4,322,023

$ (1,858,890) $ 6,180,913

RAMONA MUNICIPAL WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2016

LONG-TERM DEBT
The long-term debt position of the District is presented below and more fully analyzed in Note 7
of the Financial Statements:
June 30, 2016
Note and contract payable

$ 4,529,317

Total long-term debt

$ 4,529,317

CAPITAL ASSETS
Changes in capital assets for the fiscal year ended June 30, 2016, were as follows:
Changes in Capital Assets
Balance at
June 30, 2015

Additions

Capital Assets Subject to Depreciation
Water property, plant, lines, and
equipment
$ 101,826,391 $
Fire protection property, building
and equipment
5,720,856
Park buildings and equipment
1,861,972
San Vicente Sewer - property,
plant, lines, and equipment
22,195,525
Santa Maria Sewer - property,
plant, lines, and equipment
14,786,237
Less: accumulated depreciation
(96,184,504)
Total capital assets being
depreciated, net
50,206,477
Capital Assets Not Subject to Depreciation
Land
10,073,828
Construction in progress
6,462,816
Total capital assets not
being depreciated
16,536,644
Net capital assets
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$ 66,743,121

$

3,957,315

Balance at
June 30, 2016

Deletions

$

(30,683) $ 105,753,023

12,311

-

5,720,856
1,874,283

977,694

-

23,173,219

2,457,006
(4,576,390)

30,683

2,827,936

-

17,243,243
(100,730,211)
53,034,413

5,511,712

(7,166,905)

10,073,828
4,807,623

5,511,712

(7,166,905)

14,881,451

8,339,648

$

(7,166,905) $ 67,915,864

RAMONA MUNICIPAL WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2016

CONTACTING THE DISTRICT’S FINANCIAL MANAGER
Ramona Municipal Water District’s financial report is designed to provide Ramona Municipal
Water District’s Board of Directors, legislative and oversight agencies, citizens, and customers
with an overview of Ramona Municipal Water District’s finances and to demonstrate its
accountability for funds received. For additional information about this report, please contact
Richard Hannasch, Chief Financial Officer, at 105 Earlham Street, Ramona, CA 92065.
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RAMONA MUNICIPAL WATER DISTRICT
STATEMENT OF NET POSITION
June 30, 2016

Assets

2016

Current assets:
Cash and investments
Accounts receivable:
Water and sewer, net of allowance for doubtful
accounts of $33,167
Property taxes
Interest receivable
Other Receivables
Inventory
Total current assets

$ 37,050,636

1,593,673
27,567
24,326
720,482
2,645,533
42,062,217

Other assets:
Capital assets, net of accumulated depreciation
Other assets

67,915,864
2,125

Total non-current assets

67,917,989

Total assets

109,980,206

Deferred outflows of resources
Pension related costs

512,639

Total assets and deferred outflows of resources
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$ 110,492,845

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

RAMONA MUNICIPAL WATER DISTRICT
STATEMENT OF NET POSITION
June 30, 2016

Liabilities and net assets

2016

Current liabilities:
Accounts payable
Deposits payable
Accrued interest payable
Unearned revenues
Current portion of note and contract payable
Compensated absences
Total current liabilities

$

1,301,270
1,531,556
39,179
75,649
355,539
165,830
3,469,023

Non-current liabilities:
Note and contract and payable, net of current portion
Compensated absences, net of current portion
OPEB liability
Net pension liability

4,173,778
796,716
1,125,046
6,292,416

Total non-current liabilities

12,387,956

Total liabilities

15,856,979

Deferred inflows of resources
Pension related costs

881,360

Net position:
Net investment in capital assets
Unrestricted

$ 63,386,547
30,367,959

Total net position

93,754,506

Total liabilities, deferred inflows, and net position
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$110,492,845

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

RAMONA MUNICIPAL WATER DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
For the Fiscal Year Ended June 30, 2016

2016
Operating revenues:
Water sales and service fees
Fire and emergency medical service fees
Sewer service fees
Total operating revenues

26,062,426

Operating expenses:
Source of supply
Treatment plants
Reservoirs and pumping
Transmission and distribution
Sewer services
Safety services
Park services
Vehicle maintenance
Depreciation
General and administrative

6,319,210
1,021,521
1,550,084
1,675,450
2,846,857
4,990,753
133,799
273,236
4,576,390
5,007,139

Total operating expenses

28,394,439

Operating income (loss)

(2,332,013)

Non-operating revenues (expenses):
Property taxes
Interest revenue
Other revenues and expenses
Special Item - Revenue for Easment

5,441,992
75,347
12,697
1,124,000

Total non-operating revenues (expenses)
Income (loss) before contributions
Assessment revenue
Capital contributions

$ 16,153,273
3,858,528
6,050,625

6,654,036
4,322,023
94,026
193,994

Changes in net position

4,610,043

Net position - beginning

87,268,742

Prior period adjustment

1,875,721

Net position - ending
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$ 93,754,506

The accompanying notes are an integral part of these financial statement.

RAMONA MUNICIPAL WATER DISTRICT
STATEMENT OF CASH FLOWS
June 30, 2016

2016
Cash flows from operating activities:
Receipts from customers
Payments to suppliers and vendors
Payments to employees

$ 25,464,757
(19,892,703)
(3,919,374)

Net cash provided (used) by operating activities

1,652,680

Cash flows from non-capital financing activities:
Special Item - Revenue for Easement
Property taxes received
Miscellaneous

1,124,000
5,522,308
23,328

Net cash provided (used) by non-capital financing activities

6,669,636

Cash flows from capital and related financing activities:
Capital contributions
Acquisition and construction of capital assets
Repayment of notes, contracts, and capital leases
Interest payments
Net cash provided (used) by capital and related financing activities

193,994
(5,749,132)
(342,335)
(15,854)
(5,913,327)

Cash flows from investing activities:
Interest on investments

63,618

Net cash provided by investing activities
Net change in cash and cash equivalents
Cash and cash equivalents - beginning
Cash and cash equivalents - ending
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63,618
2,472,607
34,578,029
$ 37,050,636

The accompanying notes are an integral part of these financial statement.

RAMONA MUNICIPAL WATER DISTRICT
STATEMENT OF CASH FLOWS
June 30, 2016

2016
Reconciliation of operating loss to net cash
used by operating activities:
Operating loss
Adjustments to reconcile net income from operations
to net cash provided by operating activities
Depreciation
(Increase) decrease in:
Accounts receivable
Inventory
Deferred outflows of resources

$ (2,332,013)

4,576,388
(597,669)
(273,671)
455,556

Increase (decrease) in:
Accounts payable
Deposit payable
Accrued expenses
Unearned revenues
Compensation benefits payable
OPEB liability
Net pension liability
Deferred inflows of resources

(537,090)
542,559
(48,793)
5,899
33,016
37,521
1,125,583
(1,334,606)

Net cash provided (used) by operating activities

$ 1,652,680

Reconciliation to balance sheet
Unrestricted: cash and cash equivalents

$ 37,050,636

Total cash and cash equivalents

$ 37,050,636
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The accompanying notes are an integral part of these financial statement.

RAMONA MUNICIPAL WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

1. ORGANIZATION AND OPERATIONS OF THE DISTRICT
The Ramona Municipal Water District (District) was formed on August 15, 1956, pursuant to the
Municipal Water Act of 1911 (California Statutes of 1991, Charter 671 as amended) for the
primary purpose of supplying water to Ramona, California and surrounding areas. A fivemember Board of Directors elected to staggered four-year terms of office from five (5)
geographical divisions governs the District. In addition, the District provides fire protection,
paramedic, sewer, and park recreation services.
In 1988, the District completed construction of Lake Ramona, a 12,500 acre-foot reservoir.
Untreated water is purchased from the San Diego County Water Authority and pumped to the
reservoir, and then sold to agricultural customers.
In 1981, the Ramona Fire Protection District was dissolved and merged with the District. The
District managed the fire department until July 1993, when a contract was entered into between
the District and the California Department of Forestry, to provide fire and paramedic staff.
In May 1975, the District was authorized to provide park and recreational services to the public.
The District owns a 166-acre park in conjunction with its well fields. In 1994, the District
entered into a contract with the Ramona Parks and Recreation Association (a non-profit public
benefit organization), to operate and manage the park.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The District accounts for its financial transactions in accordance with the policies and procedures
of the Irrigation District Law, now Division 11, of the California State Water Code. The
accounting policies of the District conform to accounting principles generally accepted in the
United State of American (GAAP) as applicable to governments and to general practice within
California Special Districts. The District accounts for its financial transactions in accordance
with the policies and procedures of the State Controller’s Office Division of Local Government
Fiscal Affairs Minimum Audit Requirement and Reporting Guidelines for California Special
Districts.
Reporting Entity
The District’s financial statements include the accounts of all its operations. The District
evaluated whether any other entity should be included in these financial statements. The criteria
for including organizations as component units within the District’s reporting entity, as set forth
in GASB Statement No. 14, The Financial Reporting Entity, subsequently amended by GASB
Statement No. 39 Determining Whether Certain Organizations are Component Units, and GASB
Statement No. 61, The Financial reporting Entity: Omnibus – an amendment of GASB Statement
No. 14 and No. 34, include whether:
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RAMONA MUNICIPAL WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Reporting Entity (continued)








the organization is legally separate (can sue and be sued in its name)
the District holds the corporate powers of the organization
the District appoints a voting majority of the organization’s board
the District is able to impose its will on the organization
the organization has the potential to impose a financial benefit/burden on the District
there is fiscal dependency by the organization on the District
it would be misleading or cause the financial statements to be incomplete to exclude
another organization

Based on these criteria, the District has no component units. Additionally, the District is not a
component unit of any other reporting entity as defined by the GASB statement.
The District uses Enterprise Funds to account for the five (5) operating divisions. Those
operating divisions are (1) Water, (2) Fire and Paramedic, (3) Parks and Recreation, (4) San
Vicente Sewer and (5) Santa Maria Sewer.
Water
This operating division maintains and services both a treated water system and an untreated
water system. The treated system distributes treated water upon demand to 9,590 customers. The
untreated system provides irrigation water to 205 customers. Rates for both treated and untreated
water are based upon the cost of treating, transporting, and delivering water to customers.
Fire and Paramedic
This operating division provides fire protection services and emergency medical services. The
District contracts out this service to the California Department of Forestry and Fire Protection,
and maintains three fire stations. Rates for fire service charges and ambulance calls are based on
the cost to service and maintain these fire stations.
Parks and Recreation
This operating division provides the land and facilities for a park, which is managed by the
Ramona Parks and Recreation Association on a volunteer basis. The operating division receives
funds from property taxes, and the funds are remitted to the Ramona Parks and Recreation
Association.
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RAMONA MUNICIPAL WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Reporting Entity (continued)
San Vicente Sewer
This operating division provides sewer service to the San Diego Country Estates area of Ramona
and services 3,778 equivalent dwelling units (EDUs). A service rate per EDU is set based on the
cost of treatment and collection of sewage for this facility.
Santa Maria Sewer
This operating division provides sewer service to the downtown area of Ramona and services
4,315 equivalent dwelling units (EDUs). A service rate per EDU is set based on the cost of
treatment and collection of sewage for this facility.
Basis of Accounting
The District reports its activities as an enterprise fund, which is used to account for operations
that are financed and operated in a manner similar to a private business enterprise, where the
intent of the District is that the costs of providing water to its customers on a continuing basis be
financed or recovered primarily through user charges (water sales and services) or similar
funding. Revenues and expenses are recognized on the full accrual basis of accounting.
Revenues are recognized in the accounting period in which they are earned and expenses are
recognized in the period incurred, regardless of when the related cash flow took place.
Operating revenues and expenses are generated and incurred through water sales, fire services,
emergency medical services, and sewer fees to the District’s customers. Administration and
depreciation expenses are also considered operating expenses. Other revenues and expenses not
included in the above categories are reported as non-operating revenues and expenses.
Financial Reporting
The District’s basic financial statements are presented in conformance with the provisions of
GASB Statement No. 34, Basic Financial Statements – and Management’s Discussion and
Analysis – for State and Local Governments, and subsequently amended by GASB Statement
No. 61. This statement established revised financial reporting requirements for state and local
governments throughout the United States for the purpose of enhancing the understandability and
usefulness of financial reporting.
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RAMONA MUNICIPAL WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial Reporting (continued)
The District’s basic financial statements are also presented in conformance with the provisions of
GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred
Inflows of Resources, and Net Position. The objective of this Statement is to provide guidance to
include two classifications separate from assets and liabilities. Amounts reported as deferred
outflows of resources are required to be reported in a Statement of Net Position in a separate
section following assets. Similarly, amounts reported as deferred inflows of resources are
required to be reported in a Statement of Net Position in a separate section following liabilities.
In addition, the totals of these two new classifications should be added to the total for assets and
liabilities, respectively.
Governmental Accounting Standards Implementation in Current Year
In February 2015, GASB issued Statement No. 72, Fair Value Measurement and Application.
This statement addresses accounting and financial reporting issues related to fair value
measurements. The definition of fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the
measurement date. This statement 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 disclosures related to all fair value measurements. This statement was
effective for the current fiscal year. Implementation of this GASB had no significant effect on
the District’s financial statements.
In June 2015, GASB issued Statement No. 76, The Hierarchy of Generally Accepted Accounting
Principles for State and Local Governments. This statement establishes the hierarchy of GAAP
for all state and local governments. The GAAP hierarchy sets forth what constitutes GAAP for
all state and local governmental entities. It establishes the order of priority of pronouncements
and other sources of accounting and financial reporting guidance that a governmental entity
should apply. This statement became effective for the current fiscal year. Implementation of this
GASB had no significant effect on the District’s financial statements.
Assets, Liabilities, and Equity
Cash and Investments
For purposes of the statements of cash flows, cash and cash equivalents consist of short-term
highly liquid investments with maturities of ninety days or less from the date of purchase. These
include cash on hand, in banks and the Local Agency Investment Fund.
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RAMONA MUNICIPAL WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Assets, Liabilities, and Equity (continued)
Cash and Investments (continued)
The District’s investment policy and state statutes authorize the District to invest in obligations
of the U.S. Treasury, its agencies and instrumentalities, certificates of deposit with national and
state-licensed or chartered banks or federal or state savings and loan associations, money market
and mutual funds whose portfolios consist of one or more of the foregoing investments, and the
Local Agency Investment Fund.
State statutes require all deposits be insured or collateralized. Depositories holding public funds
on deposit are required to maintain collateral in the form of a pool of securities with the agent of
the depository having a market value of at least 10 to 50 percent in excess of the total amount of
all public funds on deposit.
Accounts Receivable
Accounts receivable arise from billings to customers for water sales, and other utility billings and
include an estimate for unbilled water revenue, revenue earned from the dates the customer were
last billed to the end of the fiscal year. The District also records an allowance for doubtful
accounts based on collection history and other factors.
Stores Inventories and Prepaid Expenditures
Inventories are recorded using the purchase method in that the cost is recorded as an expenditure
at the time individual inventory items are purchased. Inventories are valued at average cost and
consist of expendable supplies held for consumption. Reported inventories are equally offset by a
fund balance reserve, which indicates that these amounts are not “available for appropriation and
expenditure” even though they are a component of net current assets.
The District has the option of reporting an expenditure in governmental funds for prepaid items
either when purchased or during the benefitting period. The District has chosen to report the
expenditure during the benefitting period.
Capital Assets
Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated
fixed assets are recorded at their estimated fair value at the date of the donation. The cost of
normal maintenance and repairs that do not add to the value of the asset or materially extend the
assets’ lives are not capitalized. A capitalization threshold of $10,000 is used.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Assets, Liabilities, and Equity (continued)
Capital Assets (continued)
Capital assets are depreciated using the straight-line method over the following estimated useful
lives:
Asset Class
Buildings
Water systems
Improvements of sites
Equipment

Estimated Useful Lives
10-50
10-50
7-25
5-10

Unearned Revenue
Cash received for federal and state special projects and programs is recognized as revenue to the
extent that qualified expenditures have been incurred. Unearned revenue is recorded to the extent
cash received on specific projects and programs exceeds qualified expenditures.
Deferred Outflows/Inflows of Resources
In addition to assets, the statement of financial position includes a separate section for deferral of
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to future periods and so will not be
recognized as an outflow of resources (expense/expenditures) until then. The District reports
deferred employer pension contributions and other deferred outflows related to the District’s
pension.
In addition to liabilities, the statement of financial position reports a separate section for deferred
inflows of resources which represents an acquisition of net position that applies to a future
period(s) and will not be recognized as an inflow of resources (revenue) until that time. Certain
changes in the District's net pension liability are required to be deferred over a closed amortized
period.
Pensions
The District follows GASB Statement No. 68, Accounting and Financial Reporting for Pensions
as of July 1, 2014. This statement requires accrual-based measurement and recognition of the
cost of pension benefits during the periods when employees render their services.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Assets, Liabilities, and Equity (continued)
Pensions (continued)
For purposes of measuring the net pension liability, deferred outflows and inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the
District’s California Public Employees’ Retirement System (CalPERS) plan (Plan) and additions
to/deductions from the Plan’s fiduciary net position have been determined on the same basis as
they are reported by the CalPERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when currently due and payable in accordance with the
benefit terms. Investments are reported at fair value. CalPERS audited financial statements are
publicly available reports that can be obtained at CalPERS' website under Forms and
Publications.
GASB 68 requires that the reported results must pertain to liability and asset information within
certain defined timeframes. For this report, the following timeframes are used.
Valuation Date (VD)
Measurement Date (VD)
Measurement Period (MP)

June 30, 2014
June 30, 2015
July 1, 2014 to June 30, 2015

During fiscal 2016, the District adopted GASB Statement No. 82, Pension Issues - An
Amendment of GASB Statement No. 67, No. 68, and No. 73 -This Statement addresses certain
issues that had been raised with respect to Statements No. 67, Financial Reporting for Pension
Plans, No. 68, Accounting and Financial Reporting for Pensions, and No. 73, Accounting and
Financial Reporting for Pensions and Related Assets That Are Not within the Scope of GASB
Statement 68, and Amendments to Certain Provisions of GASB 67 and 68. Specifically, this
Statement addresses issues regarding (1) the presentation of payroll-related measures in the
required supplementary information, (2) the selection of assumptions and the treatment of
deviations from the guidance in an Actuarial Standard of Practice for financial reporting
purposes, and (3) the classification of payments made by employers to satisfy employee (plan
member) contribution requirements. The District updated covered employee payroll information
in the required supplementary information as part of the implementation of this accounting
standard.
Compensated Absences
Accumulated unpaid employee vacation benefits and sick leave are recognized as current and
non-current liabilities in the Statement of Net Assets.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Assets, Liabilities, and Equity (continued)
Property Taxes
Secured property taxes attach as an enforceable lien on property as of January 1. Taxes are
payable in two installments on November 1 and February 1. Unsecured property taxes are
payable in one installment on or before August 31. The County of San Diego bills and collects
the taxes for the District.
Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.
3. COMPLIANCE AND ACCOUNTABILITY
Finance-Related Legal and Contractual Provisions
In accordance with GASB Statement No. 38, “Certain Financial Statement Note Disclosures,”
violations of finance-related legal and contractual provisions, if any, are reported below, along
with actions taken to address such violations:
Violation

Action taken

None reported

Not applicable

4. CASH AND INVESTMENTS
Deposits
The carrying amount of the District’s cash deposit was $19,447,492 at June 30, 2016, which is
fully insured up to $250,000 by the Federal Deposit Insurance Corporation. The remaining
amount was collaterized with securities pledged by the pledging financial institution in the
District’s name.
The California Government Code (Code) requires California banks and savings and loan
associations to secure the District’s cash deposits by pledging securities as collateral. The 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 for cash deposits is
considered to be held in the District’s name.
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4. CASH AND INVESTMENTS (continued)
Deposits (continued)
The market value of the pledged securities must equal at least 110% of the District’s cash
deposits. California law also allows institutions to secure District deposits by pledging first trust
deed mortgage notes having a value of 150% of the District’s total cash deposits.
Investments
Investments are reported at fair value. California statutes authorize special districts to invest idle
or surplus funds in a variety of credit instruments as provided for in the California Government
Code, Section 53600, Chapter 4 – Financial Affairs. The table below identifies the investment
types that are authorized for the District by the California Government Code (or the District’s
investment policy, where more restricted) that address interest rate risk, credit risk, and
concentration of credit risk. The table does not address investments of debt proceeds held by a
bond trustee that are governed by the provisions of debt agreements of the District, rather than
the general provisions of the California Government Code or the District’s investment policy.
The District’s permissible investments include the following instruments:

Authorized Investment Type
Local Agency Bonds
U.S. Treasury Obligations
U.S. Agency Securities
California Local Agency Investment
Bankers Acceptances
Commercial Paper
Negotiable Certificates and Time Deposits
Repurchase Agreements
Reverse Repurchase Agreements
Medium Term Corporate Notes
Mutual Funds
Money Market Mutual Funds
Mortgage Pass-through Securities
Financial Futures and Option Contracts
Investment Pools, including LAIF
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Maximum
Maturity
5 years
5 years
5 years
5 years
180 days
270 days
5 years
1 year
92 days
5 years
N/A
N/A
5 years
1
None

Maximum
Percentage
of Portfolio
None
None
None
None
40%
25%
30%
None
20%
30%
20%
20%
20%
1
None

Maximum
Investment in
One Issuer
None
None
None
None
30%
10%
None
None
None
None
10%
10%
None
1
None

RAMONA MUNICIPAL WATER DISTRICT
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4. CASH AND INVESTMENTS (continued)
Investments (continued)
The District may invest in financial futures and option contracts of any of the above authorized
categories, subject to the same overall portfolio limitations.
The District complied with the provisions of the California Government Code and its investment
policy pertaining to the types of investments held, the institutions in which deposits were made
and the security requirements. The District will continue to monitor compliance with applicable
statutes pertaining to public deposits and investments.
The District is a voluntary participant in the Local Agency Investment Fund (LAIF) that is
regulated by California Government Code Section 16429 under the oversight of the Treasurer of
the State of California. The District’s investments with LAIF at June 30, 2016 include a portion
of the pool funds invested in Structured Notes and Asset-Backed Securities. These investments
include the following:
Structured Notes – are 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 have embedded forwards or options.
Asset-Backed Securities – the bulk of which are mortgage-backed securities, 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 (such as Collateralized Mortgage Obligations) or credit
card receivables.
As of June 30, 2016, the District had $17,603,144 invested in LAIF, which had invested 2.81%
of the pool investments funds in Structured Notes and Asset-Backed Securities as compared to
2.08% in the previous year. The LAIF fair value factor of 1.000621222 was used to calculate the
fair value of the investments in LAIF.
Interest Risk – Interest rate risk is the market value fluctuation due to overall changes in the
interest rates. Generally, the longer the maturity of an investment, the greater the sensitivity of its
fair value to changes, in market interest rates. The District’s investment policy does not contain
any provisions limiting interest rate risk that are more restrictive than what is specified in the
California Government Code.
Information about the sensitivity of the fair values of the District’s investments to market interest
rate fluctuations is provided by the following table that shows the distribution of the District’s
investments by maturity as of June 30, 2016:
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4. CASH AND INVESTMENTS (continued)
Investments (continued)
Investment Maturities (in years)
Investment Type
Local Agency Investment Fund
Total

Fair Value
17,603,144
$ 17,603,144

1 year or
Less
17,603,144
$ 17,603,144

2 years

3 years
$
-

-

$

4 years
$
-

5 years
or More
$
-

Credit Risk – Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligations to the holder of the investment. This is measured by the assignment of a rating by a
nationally recognized statistical rating organization. At June 30, 2016 the District’s investments
in the Local Agency Investment Funds were not rated.
Concentration of Credit Risk – The California Government Code limits the amount the District
may invest in any one issuer, with the exception of U.S. Treasury obligations, U.S. Agency
securities and LAIF. The District has no investments in any one issuer (other than LAIF) that
represent 5% or more of total District investments.
Custodial Credit Risk – Custodial credit risk for deposits is the risk that, in the event of the
failure of a depositary 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 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 for its investment or collateral securities that are in the possession of another party.
Investment Valuation – Investments are measured at fair value on a recurring basis. Recurring
fair value measurements are those that Governmental Accounting Standards Board (GASB)
Statements require or permit in the statement of net position at the end of each reporting period.
Fair value measurements are categorized based on the valuation inputs used to measure an
asset’s fair value: Level 1 inputs are quoted prices in active markets for identical assets; Level 2
inputs are significant other observable inputs; Level 3 inputs are significant unobservable inputs.
Investments’ fair value measurements at June 30, 2016 are described as follows:
Fair Value Measurement Using
Investment Type

Fair Value

Local Agency Investment Fund
Total

$ 17,603,144
$ 17,603,144
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Level 1

$

Level 2
-

$ 17,603,144
$ 17,603,144

Level 3

4 years

5 years
or More

-

-

-

$

$

$

RAMONA MUNICIPAL WATER DISTRICT
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4. CASH AND INVESTMENTS (continued)
Investments (continued)
The District’s fair value for its investment in the State of California Local Agency Investment
Fund (LAIF) is based on the fair market value factors provided by LAIF that are calculated based
on the total fair market value of the pool. LAIF includes investments categorized as Level 1
such as United States Treasury securities, Federal Agency securities, and supranational
debentures that are valued based on prices quoted in active markets and investments categorized
as Level 2 such as negotiable certificates of deposit and bank notes that are based on market
corroborated pricing utilizing inputs such as yield curves and indices that are derived principally
from or corroborated by observable market data by correlation to other means. The District
categorized its investments in LAIF based on the lowest significant input used to determine the
fair market value of the total pool.
5. ACCOUNTS RECEIVABLE
Accounts receivable, net of allowance for doubtful accounts as of June 30, 2016, consists of the
following:

Utility billings
Agricultural rebates
Other receivables
Allowance for doubtful accounts
Total
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2016
$ 1,604,446
22,394
772,375
(33,167)
$ 2,366,048
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6. CAPITAL ASSETS
Changes in capital assets for the fiscal year ended June 30, 2016, were as follows:
Balance at
June 30, 2015

Additions

Capital Assets Subject to Depreciation
Water property, plant, lines, and
equipment
$ 101,826,391 $
Fire protection property, building
and equipment
5,720,856
Park buildings and equipment
1,861,972
San Vicente Sewer - property,
plant, lines, and equipment
22,195,525
Santa Maria Sewer - property,
plant, lines, and equipment
14,786,237
Less: accumulated depreciation
(96,184,504)
Total capital assets being
depreciated, net
50,206,477
Capital Assets Not Subject to Depreciation
Land
10,073,828
Construction in progress
6,462,816
Total capital assets not
being depreciated
16,536,644
Net capital assets

$ 66,743,121

$

3,957,315

Deletions

$

(30,683) $ 105,753,023

12,311

-

5,720,856
1,874,283

977,694

-

23,173,219

2,457,006
(4,576,390)

30,683

2,827,936

-

17,243,243
(100,730,211)
53,034,413

5,511,712

(7,166,905)

10,073,828
4,807,623

5,511,712

(7,166,905)

14,881,451

8,339,648

$

For the year ended June 30, 2016, depreciation expense was $4,576,390.
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Balance at
June 30, 2016

(7,166,905) $ 67,915,864
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7. NON-CURRENT LIABILITIES
Non-current liabilities include debt and other long-term liabilities. Changes in long-term
obligations for the fiscal year ended June 30, 2016, are as follows:
June 30,
2015

Increases

Compensated absences $
Installment Purchase
Agreement
Note Payable

691,908
4,557,000
314,652

$

5,563,560

$ 270,638

Decreases
$

$ 270,638

June 30,
2016

-

962,546

$ 165,830

4,314,000
215,317

251,000
104,539

(342,335) $ 5,491,863

$ 355,539

(243,000)
(99,335)
$

$

Current
Portion

Note Payable to Farmers Home Administration with interest at 5.00%, used to finance
the acquisition and construction of water distribution, storage and related works and
facilities, payments of $115,190 including interest due annually through 2018.

$ 215,317

Installment Purchase Agreement in the amount of $4,808,000 to J.P. Morgan Chase
with interest at 3.06% used to finance 2014 San Vicente Road Pipeline Relocation
Project. Annual principal payments vary between $251,000 to $373,000 plus interest
through October 2029.

4,314,000

Less: current portion

4,529,317
(355,539)
$ 4,173,778

Future long-term maturities as of June 30, 2016, are as follows:
Year Ending
June 30,
2017
2018
2019
2020
2021
2022-2030
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Principal
$
355,539
368,553
267,000
275,000
288,000
2,975,225
$ 4,529,317

Interest
$ 138,819
125,932
112,348
104,055
95,518
428,920
$1,005,592

Total
$ 494,358
494,485
379,348
379,055
383,518
3,404,145
$ 5,534,909
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8. SEGMENT INFORMATION
The following is summarized condensed information for the major operating divisions of the
District and the combined nonmajor operating divisions including Parks and Recreation, San
Vicente Sewer and Santa Maria Sewer:

Water Fund
Condensed Statement of Net Position
2016
Cash and investments
Capital assets, net
Other assets

$

Total assets
Deferred outflows of resources
Current liabilities
Non-current liabilities
Total liabilities
Deferred inflows of resources
Capital assets, net of related debt
Unrestricted
Total net position

$

18,300,568
52,802,348
4,532,905
75,635,821
512,639
3,167,852
10,821,733
13,989,585
881,360
41,980,615
19,296,900
61,277,515

Condensed Statement of Activities
2016
Operating revenues:
Sales and service fees
Other services
Total operating revenues
Operating expenses:
Water and related expenses
Depreciation and general & administrative
Total operating expenses
Operating income (loss)
Non-operating revenues (expenses):
Property taxes
Interest income
Other revenue and expenses
Total non-operating revenues (expenses)
Income (loss) before contributions
Capital contributions
Increase (decrease) in net position
Net position, beginning of year
Prior period adjustment
Net position, end of year
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$

13,664,429
2,346,775
16,011,204
10,566,265
6,125,237
16,691,502
(680,298)

$

2,215,004
36,008
5,152
2,256,164
1,575,866
193,994
1,769,860
57,631,934
1,875,721
61,277,515
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8. SEGMENT INFORMATION (continued)

Fire and Paramedic Fund
Condensed Statement of Net Position
2016
Cash and investments
Capital assets, net
Other assets
Total assets
Capital assets, net of related debt
Unrestricted
Total net position

$

$

3,843,153
1,960,669
554,371
6,358,193
1,960,669
4,397,524
6,358,193

Condensed Statement of Activities
2016
Operating revenues:
Fire and emergency medical service fees
Total operating revenues
Operating expenses:
Safety services
Depreciation and general & administrative
Total operating expenses
Operating income (loss)
Non-operating revenues (expenses):
Property taxes
Interest income
Other revenue and expenses
Total non-operating revenues (expenses)
Increase (decrease) in net position
Net position, beginning of year
Net position, end of year
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$

3,858,528
3,858,528
4,990,753
561,972
5,552,725
(1,694,197)

$

2,791,644
8,069
94,071
2,893,784
1,199,587
5,158,606
6,358,193
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8. SEGMENT INFORMATION (continued)

Nonmajor Funds
Condensed Statement of Net Position
2016
Cash and investments
Capital assets, net
Total assets
Current liabilities
Total liabilities
Capital assets, net of related debt
Unrestricted
Total net position

$

$

14,906,914
13,152,847
28,059,761
815,917
815,917
13,152,847
14,090,997
27,243,844

Condensed Statement of Activities
2016
Operating revenues:
Sales and service fees
Other services
Total operating revenues
Operating expenses:
Sewer services
Park services
Depreciation and general & administrative
Total operating expenses
Operating income (loss)
Non-operating revenues (expenses):
Property taxes
Interest income
Other revenue and expenses
Special Item - Revenue for Easement
Total non-operating revenues (expenses)
Increase (decrease) in net position
Net position, beginning of year
Net position, end of year
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$

5,763,099
429,594
6,192,693
2,846,857
133,799
2,738,089
5,718,745
473,948
435,344
31,270
7,500
1,124,000

$

1,598,114
2,072,062
25,171,782
27,243,844
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9. EMPLOYEE RETIREMENT PLAN
Plan Description, Benefits Provided and Employees Covered
All qualified permanent and probationary employees are eligible to participate in the District’s
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan (Plan) administered by the
California Public Employees' Retirement System (CalPERS). The Plan consists of individual rate
plans (benefit tiers) within a safety risk pool and a miscellaneous risk pool (all other). Plan
assets may be used to pay benefits for any employer rate plan of the safety and miscellaneous
pools. Accordingly, rate plans within the safety or miscellaneous pools are not separate plans
under GASB Statement No. 68. Individual employers may sponsor more than one rate plan in
the miscellaneous or safety risk pools. The District sponsors four rate plans (three miscellaneous
and one safety). Benefit provisions under the Plan are established by State statute and District
resolution. CalPERS issues publicly available reports that include a full description of the
pension plan regarding benefit provisions, assumptions and membership information that can be
found at CalPERS' website.
Benefits Provided
CalPERS provides service retirement and disability benefits, annual cost of living adjustments
and death benefits to plan members, who must be public employees and beneficiaries. Benefits
are based on years of credited service, equal to one year of full time employment. Members with
five years of total service are eligible to retire at age 55 with statutorily reduced benefits. All
members are eligible for non-duty disability benefits after 10 years of service. The death benefit
is one of the following: the Basic Death Benefit, the 1957 Survivor Benefit, or the Optional
Settlement 2W Death Benefit. The cost of living adjustments for each plan are applied as
specified by the Public Employees’ Retirement Law.
The District's labor contract with miscellaneous employees require the District to make no
contribution for the employee's share of member contributions, employees in the miscellaneous
plan pay the full 8.00% (7.00% if hired after June 30, 2013), and the employer’s rate is 13.225%
after payment of the Annual Lump Sum Payment Option. The District no longer provides public
safety service so there are no employee contributions being made to the plan.
Contribution Description
Section 20814(c) of the California Public Employees' Retirement Law requires that the employer
contribution rates for all public employers be determined on an annual basis by the actuary and
will be effective on the July 1 following notice of a change in the rate. Funding contributions for
the Plan are determined annually on an actuarial basis as of June 30 by CalPERS. The
actuarially determined rate is the estimated amount necessary to finance the costs of benefits
earned by employees during the year, with an additional amount to finance any unfunded
accrued liability. The District is required to contribute the difference between the actuarially
determined rate and the contribution rate of employees. The District’s contributions to the Plan
for the year ended June 30, 2016 were $450,588.
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9. EMPLOYEE RETIREMENT PLAN (continued)
Contribution Description
Section 20814(c) of the California Public Employees' Retirement Law requires that the employer
contribution rates for all public employers be determined on an annual basis by the actuary and
will be effective on the July 1 following notice of a change in the rate. Funding contributions for
the Plan are determined annually on an actuarial basis as of June 30 by CalPERS. The
actuarially determined rate is the estimated amount necessary to finance the costs of benefits
earned by employees during the year, with an additional amount to finance any unfunded
accrued liability. The District is required to contribute the difference between the actuarially
determined rate and the contribution rate of employees. The District’s contributions to the Plan
for the year ended June 30, 2016 were $450,588.
Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions
At June 30, 2016, the District reported a net pension liability of $6,292,416 for its proportionate
share of the net pension liability of the Plan. The District’s net pension liability for the Plan is
measured as the proportionate share of the net pension liability. The net pension liability of the
Plans is measured as of June 30, 2015, and the total pension liability for the Plan used to
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2014
rolled forward to June 30, 2015 using standard update procedures. The District’s proportion of
the net pension liability was based on a projection of the Local Government’s long-term share of
contributions to the Plan relative to the projected contributions of all participating employers,
actuarially determined. The District’s proportionate share of the net pension liability as of June
30, 2014 and 2015 was 0.091674% and 0.083035%, respectively.
At June 30, 2016, the District reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:
Deferred Outflows
of Resources
Pension contributions subsequent to measurement date
Change in assumptions
Differences between expected and actual experiences
Net differences between projected and actual earnings
on pension plan investments

$

$
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450,588

Deferred Inflows
of Resources

62,051

587,060
-

-

294,300

512,639

$

$

881,360
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9. EMPLOYEE RETIREMENT PLAN (continued)
Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions (continued)
The $450,588 reported as deferred outflows of resources related to the pension resulting from
District contributions subsequent to the measurement date will be recognized as a reduction of
the net pension liability in the year ended June 30, 2017. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:
Measurement
Periods Ending
June 30:
2016
2017
2018
2019

Deferred Outflows/
(Inflows) of
Resources
$
(258,872)
(258,872)
(227,989)
(73,576)
$

(819,309)

Actuarial Methods and Assumptions Used to Determine Total Pension Liability
The total pension liabilities in the June 30, 2014 actuarial valuations were determined using the
following actuarial assumptions:
Valuation Date
Measurement Date
Actuarial Cost Method
Actuarial Assumptions
Discount Rate
Inflation
Salary Increases
Payroll Growth
Investment Rate of Return

June 30, 2014
June 30, 2015
Entry Age Normal

7.65%
2.75%
Varies by Entry Age and Service
3.00%
7.65% Net of Pension Plan Investment and Administrative
Expenses; includes Inflation
Retirement Age
The probabilities of Retirement are based on the 2010
CalPERS Experience Study for the period from 1997 to 2007.
Mortality Rate Table
Derived using CalPERS’ Membership Data for all Funds
Post Retirement Benefit Increase Contract COLA up to 2.75% until Purchasing Power
Protection Allowance Floor on Purchasing Power applies,
2.75% thereafter
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9. EMPLOYEE RETIREMENT PLAN (continued)
Actuarial Methods and Assumptions Used to Determine Total Pension Liability (continued)
(1) The probabilities of mortality are based on the 2010 CalPERS Experience Study for the
period from 1997 to 2007. Pre-retirement and Post-retirement mortality rates include 5 years of
projected mortality improvement using Scale AA published by the Society of Actuaries.
Change in Assumption
GASB 68, paragraph 68 states that the long-term expected rate of return should be determined
net of pension plan investment expense but without reduction for pension plan administrative
expense. The discount rate was changed from 7.50 percent (net of administrative expense in
2014) to 7.65 percent as of the June 30, 2015 measurement date to correct the adjustment which
previously reduced the discount rate for administrative expense.
Discount Rate
To determine whether the municipal bond rate should be used in the calculation of a discount
rate for each plan, CalPERS stress tested plans that would most likely result in a discount rate
that would be different from the actuarially assumed discount rate. Based on the testing, none of
the tested plans run out of assets.
Therefore, the current 7.65 percent discount rate is adequate and the use of the municipal bond
rate calculation is not necessary. The long term expected discount rate of 7.65 percent is applied
to all plans in the Public Employees Retirement Fund. The stress test results are presented in a
detailed report called "GASB Crossover Testing Report" that can be obtained at CalPERS'
website under the GASB 68 section.
The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class.
In determining the long-term expected rate of return, CalPERS took into account both short-term
and long-term market return expectations as well as the expected pension fund cash flows. 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. Using historical returns of all the
funds' asset classes, expected compound (geometric) returns were calculated over the short-term
(first 10 years) and the long-term (11 - 60 years) using a building-block approach. Using the
expected nominal returns for both short-term and long-term, the present value of benefits was
calculated for each fund. The expected rate of return was set by calculating the single equivalent
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9. EMPLOYEE RETIREMENT PLAN (continued)
Discount Rate (continued)
expected return that arrived at the same present value of benefits for cash flows as the one
calculated using both short-term and long-term returns. The expected rate of return was then set
equivalent to the single equivalent rate calculated above and rounded down to the nearest one
quarter of one percent.
The table below reflects 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.

Asset Class
Global Equity
Global Debt Securities
Inflation Sensitive
Private Equity
Real Estate
Infrastructure and Forestland
Liquidity
Total

New
Strategic
Allocation
51.00%
19.00%
6.00%
10.00%
10.00%
2.00%
2.00%
100.00%

Real Return
Years 1 - 10 (a)
5.25%
0.99%
0.45%
6.83%
4.50%
4.50%
-0.55%

Real Return
Years 11+ (b)
5.71%
2.43%
3.36%
6.95%
5.13%
5.09%
-1.05%

(a) An expected inflation of 2.5% used for this period.
(b) An expected inflation of 3.0% used for this period.

Sensitivity of the 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 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 one percentage point
lower (6.65%) or one percentage point higher (8.65%) than the current rate:
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9. EMPLOYEE RETIREMENT PLAN (continued)
Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate (continued)
Discount
Rate -1.00%
6.65%
Miscellaneous Plan's Net
Pension Liability

$

10,754,638

Current Discount
Rate
7.65%

$

6,292,416

Discount
Rate +1.00%
8.65%

$

2,599,027

Pension Plan Fiduciary Net Position
Detailed information about the Plan’s fiduciary net positions is available in the separately issued
CalPERS financial report.
The District did not report a payable outstanding for contributions to the pension plan required
for the year ended June 30, 2016.
10. JOINT VENTURES (JOINT POWERS AGREEMENT)
The District is a participating member of the Association of California Water Agencies/Joint
Powers Insurance Authority (ACWA/JPIA), which arranges for and provides general liability,
property damage, and dam failure liability insurance to its member agencies. The District pays a
premium commensurate with the level of coverage requested. The District has elected to selfinsure for a portion of property damage coverage in the amount of $10,000 per occurrence.
Contributions to ACWA/JPIA were approximately $313,305 for the year ended June 30, 2016.
Condensed financial information available for the ACWA/JPIA as of September 30, 2015 are as
follows. The complete financial statements can be obtained by contacting ACWA/JPIA at P.O.
Box 619082, Roseville, CA 95661-9082.
Total revenues
Total expenses
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$

160,400,697
164,195,428

Net decrease in net position

(3,794,731)

Beginning net position
Ending net position

84,728,549
80,933,818

$
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11. OTHER POST EMPLOYMENT BENEFITS
Plan Description
To be eligible for retiree health benefits, an employee must retire from the District on or after age
50 according to the following tiers:




Tier 1 (Hire prior to January 1, 2005) – five (5) years of full time District employment/50
years of age;
Tier 2 (Hire on/after January 1, 2005) – ten (10) years of full time employment/50 years
of age;
Tier 3 (Hired after January 1, 2008) – 10 years of full time service/50 years of age/sum of
age and service with the District equals to 65.

Employees hired after January 1, 2014 are no longer eligible for the retiree health benefit.
The District’s contribution is based on a percentage of the least expensive District-sponsored
medical plan for eligible employees at the date of retirement. For employees with less than 25
years of eligible service at retirement, the District’s contribution percentage is 86.76% for retiree
only coverage and 68.17% for any additional spouse coverage. For employees with greater than
25 years of eligible service at retirement, the District’s contribution percentage is 100% for
retiree coverage and 75% for retiree plus spouse coverage. The retiree must pay any additional
costs above the District’s contribution including future increases in the cost of coverage. The
District’s contribution is also provided to retirees as a cash reimbursement under accountable
plan benefit if opting out of the District-sponsored plan.
Funding Policy. The District policy is to fund the Plan on a pay as you go basis, which covers
only current cost of health insurance premiums for employees and retirees.
Annual OPEB Cost and Net OPEB Obligation. The District’s annual other postemployment
benefit (OPEB) cost is calculated based on the annual required contribution (ARC). The District
has elected to calculate the ARC and related information using the alternative measurement
method permitted by GASB Statement No. 45 for employers with plans that have fewer than 100
total members. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and to amortize any unfunded actuarial liabilities (or
funding excess) over the remaining period of 30 years.
The following table shows the components of the District’s annual OPEB cost for the year, the
amount actually contributed to the Plan, and changes in the District’s net OPEB obligation to the
Plan:
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11. OTHER POST EMPLOYMENT BENEFITS (continued)

Annual required contribution service cost
24 year amortization of UAL
Annual OPEB cost (expense)
Contributions made
Increase in net OPEB obligation
Net OPEB obligation, beginning of year

$

61,205
70,936
132,141
(94,620)
37,521
1,087,525

Net OPEB obligation, end of year

$

1,125,046

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan,
and the net OPEB obligation for the year ending June 30, 2016 and the two preceding years were
as follows:

Year Ended
6/30/2014
6/30/2015
6/30/2016

Annual
Required
Contribution
$
126,915
$
129,505
$
132,141

Percentage of
Annual OPEB
Cost Contributed
41.67%
54.24%
71.60%

Net
OPEB
Obligation
$
1,028,257
$
1,087,525
$
1,125,046

Funded Status and Funding Progress. As of June 30, 2016, the actuarial accrued liability for
benefits was $1,125,046, all of which was unfunded.
The projection of future benefits for an ongoing plan involves estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into the future.
Examples include assumptions about future employment, mortality, and the healthcare cost
trends. Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared
with past expectations and new estimates are made about the future. The schedule of funding
progress, presented as required supplementary information following the notes to the financial
statements, presents multi-year trend information indicating whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.
Methods and Assumptions. Projections of benefits for financial reporting purposes are based on
the substantive plan (the plan as understood by the employer and plan members) and include the
types of benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and plan members to that point.
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11. OTHER POST EMPLOYMENT BENEFITS (continued)
The methods and assumptions used include techniques that are designed to reduce the effects of
short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent
with the long-term perspective of the calculations. The following simplifying assumptions were
made:
Retirement Age for Active Employees: Based on the historical average retirement age of the
covered group, active plan members were assumed to retire at age 60, or the first subsequent year
in which the member would qualify for benefits.
Marital Status: Marital status of members at the calculation date was assumed to continue
throughout retirement.
Mortality: Life expectancies at the calculation date are based on the most recent mortality tables
published by the National Center for Health Statistics website (www.cdc.gov). The calculation
of OPEB liability for each year is based on the assumption that all participants will live until
their expected age as displayed in the mortality tables.
Turnover: Non-group-specific age-based turnover data from GASB Statement No. 45 was used
as the basis for assigning active members a probability of remaining employed until the assumed
retirement age and for developing an expected future working lifetime assumption for purposes
of allocating to period the present value of total benefits to be paid.
Health Insurance Premiums: January 1, 2016 health insurance premiums for retirees were used
to calculate the present value of total benefits to be paid based upon the weighted average of the
full uncapped monthly tiered rate premiums.
Medicare Coordination: Medicare was assumed as the primary payer for current and future
retirees at age 65.
Discount Rate: Based on the historical and expected returns of the District’s investments, the
discount rate of 4.5 percent was used.
Actuarial Cost Method: The entry age actuarial cost method was used. The unfunded actuarial
accrued liability is being amortized as a level percentage of projected payroll on an open basis.
The remaining amortization period at July 1, 2014, was twenty four years.
The calculation of the District’s other postemployment benefit cost is calculated as follows:
Plan for Funding: On an ongoing basis, the District will be reviewing its assumptions,
comparing them against actual experience and recalculating the needed funding with the goal of
paying for postemployment benefits out of interest earned on designated funds.

Page 42

RAMONA MUNICIPAL WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

12. CAPITAL CONTRIBUTIONS
Contributions of Water and Sewer Systems
Contributions of Water and Sewer Systems by developers and property owners are valued based
upon the District engineers’ estimates of cost and are recorded as capital contributions. Water
and Sewer Systems acquired by merging are also recorded as capital contributions.
The District adopted (GASB) Statement No. 33 “Accounting and Financial Reporting for
Nonexchange Transactions,” to record capacity charges. Under Statement No. 33, the District
recognizes capacity charges as revenue.

13. VACATION, SICK LEAVE AND COMPENSATORY TIME
Vacation and Sick Leave
Based on the Memorandum of Understanding between the District and the District’s Employees
Association for the period of January 1, 2014 through December 31, 2017, all eligible employees
are entitled to vacation and sick leave referred to as Comprehensive Annual Leave (CAL Time).
Accrual of CAL Time begins on the employee’s hire as follows:
Commencement of CAL Time Accrual CAL Time Accrual
CAL Time Accrual Per Period (Hours)
Annually (Days)
0 years
6 years
11 years
16 years

6.8
8.3
9.9
11.4

22.10
26.98
32.18
37.05

Accrual of CAL Time shall cease when an employee reaches the maximum cap of 1,040 hours
and does not accrue until the balance of the unused time again falls below 1,040 hours. Unless
CAL Time is used for an absence due to the employee’s illness or injury, it will only be
scheduled and taken with the approval of the employee’s immediate supervisor. No employee
may take more than twenty-five (25) consecutive days of CAL Time without the written
approval of the General Manger.
Probationary employees may use accrued CAL Time from their hire date for approved absence
away from work related to the employee’s inability to work due to the employee’s illness or
injury, and are eligible to use their CAL Time for vacation purposes after six (6) months of
employment with the District.
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13. VACATION, SICK LEAVE AND COMPENSATORY TIME (continued)
Vacation and Sick Leave (continued)
Employees who are laid off, resign, retire, or are otherwise separated from the service of the
District, shall be paid for all accrued CAL Time upon separation from employment with the
District. The amount of payment is calculated based upon the employee’s regular straight time
hourly rate of pay in effect for the employee’s regular job, on the last work day of the
employee’s employment.
Compensatory Time (Comp Time)
When an employee works beyond their regularly scheduled workday or duty shift, the employee
shall be paid either by use of comp time at a rate of one and one-half (1½) hours from each
overtime hour worked over eight (8) hours in a workday or at the rate of time and one-half of
their regular hourly rate of pay for all time worked over eight (8) hours in a workday. Hours
worked which are eligible for overtime and double time pay may be compensated either by use
of comp time or pay. No employee shall be allowed to accumulate over sixty (60) hours of
unused comp time without the written permission of the department head.
14. DEFERRED COMPENSATION PLAN
The District offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457. The plan, available to all full time employees, permits
deferment of a portion of current salary to future years. Benefits from the plan are not available
to employees until termination, retirement, disability, death or unforeseeable emergencies.
All assets and income of the plan are held in trust for the exclusive benefit of the participants and
their beneficiaries. The District does not meet the criteria for fiduciary fund reporting since it
does not have either significant administrative involvement (e.g. custody) or performs the
investment function. The plan assets are being administered by both the California Public
Employees’ Retirement System (CalPERS) and Lincoln Financial Group. New employees may
only elect a deferred compensation plan with CalPERS. Current employees who have
participated with Lincoln Financial Group cannot make additional contributions to their account
but must commence a plan with CalPERS.
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15. ASSESSMENT DISTRICT NO. 99-1
On March 14, 2000, the Board of Directors formed Assessment District No. 99-1. Assessment
District No. 99-1 and issued bonds in the aggregate principal amount of $3,355,000 in August
2000. The bonds were issued pursuant to the Improvement Bond Act of 1915 and the bonds are
designated as “Limited Obligation Improvement Bonds, Ramona Municipal Water District,
Assessment District No. 99-1 2000 Series A. The Bonds were issued to finance the construction
and acquisition of certain public improvements specifically benefiting property owners within
the Assessment District.
The bonds mature in various amounts ranging from $85,000 to $265,000 on September 2 of each
year from 2001 until 2020. Interest rates range from 4.75% to 6.60%. The bonds are secured by
a pledge of all assessment revenues of the Assessment District No. 99-1. The outstanding
principal on the bonds as of June 30, 2016 is $975,000.
Future long-term maturities of the Bonds are as follows:

Year Ending
June 30,
2017
2018
2019
2020
2021

Principal
$ 180,000
195,000
205,000
225,000
170,000
$ 975,000

Interest
$
64,680
52,800
39,930
26,400
11,550
$ 195,360

Total
$ 244,680
247,800
244,930
251,400
181,550
$ 1,170,360

The Assessment District No. 99-1 is accounted for in an agency fund of the District and is
therefore not included in the basic financial statements of the District. Summarized financial
information of the Assessment District No. 99-1 is as follows:

Page 45

RAMONA MUNICIPAL WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2016

15. ASSESSMENT DISTRICT NO. 99-1 (continued)

Assets
Cash
Cash, Restricted for payment of the debt
Other Assets
Total Assets
Liabilities and Net Position
Bonds Payable
Interest Payable
Total Liabilities
Net Position
Revenue
Assessments
Interest
Total Revenues
Expenses
Interest Expense
Other Expenses
Total Expenses
Net Revenue over Expenses

$

$
$

$
$
$

446,824
281,816
12,796
741,436
975,000
5,469
980,469
(239,033)
252,339
1,191
253,530

$

69,580
7,649
77,229

$

176,301

16. PRIOR PERIOD ADJUSTMENTS
Pension Plan
The District recorded a prior period adjustment to include the Safety Plan pension assets of
$2,963,246 which reduced the District’s liability by the same amount. The effect on the
statement of activities for the year ended June 30, 2015 was not determinable.
Other Postemployment Benefit Plan
The District recorded a prior period adjustment for its OPEB liability as required under GASB
Statement 45. As a result, the District reduced its net position by $1,087,525 as of July 1, 2015.
The effect on the statement of activities for the year ended June 30, 2016 was a decrease in net
position of $59,267.
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RAMONA MUNICIPAL WATER DISTRICT
SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
LAST 10 YEARS
June 30, 2016

June 30, 2016

June 30, 2015

liability
Proportion of the net pension liability

0.091674%

0.083035%

Proportionate share of the net pension liability

$

6,292,416

$

5,166,833

Covered - employee payroll

$

3,548,685

$

3,377,753

Proportionate Share of the net pension liability as
percentage of covered-employee payroll
Plan's fiduciary net position
Plan fiduciary net position as a percentage of the
total pension liability

177.32%
$ 45,890,612

87.94%

152.97%
$ 34,712,429

81.02%

Notes to Schedule:
Change in Benefit Terms: The figures above do not include any liability impact that may have
resulted from plan changes which occurred after June 30, 2013 as they have minimal cost
impact. This applies for voluntary benefit changes as well as any offers of Two Years Additional
Service Credit.
Change in Assumptions: None
- Fiscal year 2015 was the 1st year of implementation, therefore only two years are shown.
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Plan contributions
Contractually required contribution (actuarially determined)

June 30, 2016

June 30, 2015

$

$

Contributions in relation to the actuarially determined contributions

450,588
(450,588)

Contribution deficiency (excess)

$

-

Covered-employee payroll

$

3,548,685

Contributions as a percentage of covered employee payroll

12.70%

Notes to Schedule:
Valuation date:

June 30, 2015

- Fiscal year 2015 was the 1st year of implementation, therefore only two years are shown.
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950,317
(950,317)

$

-

$ 3,377,753
28.22%

RAMONA MUNICIPAL WATER DISTRICT
OTHER POSTEMPLOYMENT BENEFITS PLAN SCHEDULE OF FUNDING PROGRESS
For the Fiscal Year Ended June 30, 2016

Actuarial
Value
of Assets
(a)

Actuarial
Valuation
Date
July 1, 2008
July 1, 2011
July 1, 2014
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$
$
$

-

Actuarial
Accrued Liability
(AAL) Simplified
Entry Age
(b)

Unfunded
AAL
(UAAL)
(b - a)

Funded
Ratio
(a / b)

Covered
Payroll
(c)

UAAL as a
Percentage of
Covered
Payroll
((b - a) / c)

$ 583,938
$ 1,831,258
$ 1,028,257

$ 583,938
$ 1,831,258
$ 1,028,257

0.0%
0.0%
0.0%

N/A
N/A
N/A

N/A
N/A
N/A

OTHER SUPPLEMENTARY INFORMATION

RAMONA MUNICIPAL WATER DISTRICT
ORGANIZATION
June 30, 2016

Name

Office

Term Expiration

Darrell Beck

President

December 2016

Joe Zenovic

Vice President

December 2018

George Foote

Secretary

December 2016

Jim Hickle

Treasurer

December 2018

Thomas Ace

Director

December 2016

General Manager
David P. Barnum
Chief Financial Officer
Richard Hannasch
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Assessed Valuation
Secured Property

$

Unsecured Property
Total Assessed Valuation
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3,718,933,250
41,349,224

$

3,760,282,474

