











Other Reporting Required ' Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 11, 2018 on our consideration of the District’s internal control over financial
reporting and on our tests of ; compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the District’s internal control over financial reporting and
compliance.

Respectf " 7 submitted,
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Susanville, California
September 11, 2018



LAKE OROY™ _E AREA PUBLIC UTILITY DISTRICT
Management’s Discussion and Analysis (MD&A)
June 30, 2018

INTRODUCTION

Lake Oroville Area Public Utility District’s present operations include providing sewage collection and
transm’ on services to residents of the District.

Our discussion and analysis of Lake Oroville Area Public Utility District’s financial performance
provides  overview of the District’s financial activities for the fiscal year ended June 30, 2018. It
should be read in conjunction with the District’s financial statements, including notes and
supplementary information, which follow this section.

FINANCIAL HIGHLIGHTS

o The : position was $9,461,208 at June 30, 2018. This was an increase of $385,108 from the
prior year.

o Overall revenues were § 199,685 which were more than expenses of $1,814,577 by $385,108.

a Debt has decreased by § 1,000, due to the annual payment on Series A Bonds.
OVERVIEW OF FINANCIAL STATEMENTS

The District’s basic financial statements include five components:

Statement of Net Position — Proprietary Fund

Statement of Revenues, Expenses and Changes in Net Position — Proprietary Fund
Statement of Cash Flows — Proprietary Fund

Statement of Fiduciary Net Position — Agency Fund

Notes to the Financial Statements

The Stater t of Net Position includes all the District’s assets and liabilities, with the difference
between the two reported as Ni - Position. Net Position is displayed in three categories:

e Netinvestment in capital assets
e Restricted
e Unrestricted

This statement provides the basis for evaluating the capital structure of the District and assessing its
liquidity and financial flexibility.



The St: ment of Revenues, I jenses, and Changes in Net Position presents information which
shows how the District’s equity changed during each year. All of the year’s revenues and expenses
are recorded when the underlying transaction occurs, regardless of the timing of the related cash flows.
The statement of revenues, expenses, and changes in net position measures the success of the District’s
operations " 'ng the year and di :rmines whether the District has recovered its costs through user fees
and other ' rges.

The Statement of Cash Flows provides information regarding the District’s cash receipts and cash
disburs ~ :nts during the year. This statement reports cash activity in four categories:

Operating Activities

Noncapital Financing Activities

Capital and Related Financing Activities
Investing Activities

The Stat * of Fiduciary Net Position — Agency Fund includes all of the District’s Villa Verona
Assessment District assets and liabilities.

This statement differs from the statements of revenues, expenses, and changes in equity by only
accounting for transactions that result in cash receipts or cash disbursements.

The Notes to Financial Statements provide a description of the accounting policies used to prepare
the financial statements and present material disclosures required by generally accepted accounting
principles that are not otherwise present in the financial statements.

FINANCIAL ANALYSIS OF HE ENTITY AS A WHOLE

Net Position

The District’s net position was $9,461,208 at June 30, 2018. See Table 1. The significant changes in
Table 1 line items for fiscal 2018 vs 2017 are:

Due to other related agency increased because the SC-OR service and facility charges were not paid
until July, 2018.

Cash increased as a result of revenues exceeding expenses and delayed payment to SC-OR of
$231,494.






Changes © Net Position

The District’s to” ' revenues were $2,199,685. A majority of the revenue comes from Service
Charges (62%). The Rural Dev pment Loan Surcharge accounted for 16% of the total revenues.
The total cost of all services was $2,031,694. Bond Interest expense decreased as a result of the
payoff of Series B Sewer Revenue Bonds. General, Administration and Collection services
increased as a result of normal operating expense increases.

Table 2:
Changes in Net Position
Total Percentage

Business-Type Activities Change
2018 2017 2018-2017
Revenues
Operation Revenues: .
Charges for Services $ 1,322,802 $ 1,308,959 1.06%
Special Assessment 44,739 44,965 -0.50%
G ' Revenues
Taxes 296,816 281,859 5.31%
Ir = :stIncome and Late Fees . 62,825 45,525 38.00%
Capacity Charges 95,540 382,160 -75.00%
Rural Development Loan Surcharge 359,616 354,701 1.39%
Miscellaneous 17,347 10,676 62.49%
TOTAL REVENUES 2,199,685 2,428,845
Operation Expenses:
Administration and General 426,913 538,229 -20.68%
Sev ze Collection Services 769,790 643,735 19.58%
Depreciation 508,776 522,612 -2.65%
Other Expenses
Bond Interest Expense 109,098 131,204 -16.85%
TOTAL EXPENSES 1,814,577 1,835 780
INCREAfS™ (DECREASE) IN
NET POSITION $ 385,108 § 593,065 -35.06%




FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

The overall financial performance of the District as a whole is reflected in the communication
between the Board of Directors and the District employees as they all work together in providing
the best q ity of service to its customers.

Budgetary Highlights

The District prepares a prelir 1ary budget in May or June of each fiscal year. A final budget is
adopted by the Board in Aug t. A schedule of the District’s original and final budget amounts
compared with actual revenues and expenses is provided in the supplemental information section of
the audited financial report.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2018, the District had invested $9,617,669 in a broad range of capital assets, including
land and surface lines. See Table 4. More detailed information about the District’s capital assets is
presented in the notes to the financial statements.

Table 4
Capital Assets
Business-Type Activities Change
2018 2017 2018-2017

Land $§ 107,174 $§ 107,174 0.00%
Subsurface Lines 13,865,710 13,865,710 0.00%
Gen: ' Plant and Admi Facilites 3,755,971 3,743,318 0.34%
S rer Collection Facility 4,434 %24 4,434,824 0.00%
Totals at Historical Cost 22,103,679 22,151,026
Tc*~' Accumulated Dep  ciation (12,546,010) (17 037,234) 4.23%
NET CAPITAL ASSE S $ 9,617,669  §1v,113,792

Long-Term Debt

At year end, the District had $3,864,892 in long-term debt, consisting of Series A - Sewer Revenue
Bonds and Net Pension Liability, as shown in Table 5. More detailed information about the
District’s debt is presented in the notes to the financial statements.



Table §
Long-Term Debt

Total Percentage

Business-Type Activities Change
2018 i 2017 2018-2017
Net Pension Liability $ 1,272,892 $ 1,158,278 Y.90%
Sewer Revenue Bonds-Series A 2,592,00n 2,644,000 -1.97%
1.65%

TOTAL LONG-TERM 'EBT § 3,864,892 $ 3,802.278

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

At the time these financial statements were prepared and audited, the District was aware of

circumstances that could affect its future financial health, specifically:

o The State of California PERS unfunded liability will most likely result in retirement benefit

cost increases in future years.

CONTACTING THE DISTE _T’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, parents, participants, investors
and creditors with a general overview of the District’s finances and to demonstrate the District’s
account ' " for the money it receives. If you have questions about this report, or need additional

financial information, contact:

Lake Oroville Area Public Utility District
Scott McCutcheon, General Manager
1960 Elgin Street
Oroville, CA 95966
(530) 533-2000



LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUND

ASSETS
Current Assets:

Cash and cash equivalents
Accounts Receivable
Taxes Receivable

Inventory

Prepaid Expenses
Accrued I[nterest
Total Current Assets

Restricted and Noncurrent Assets:

JUNE 30, 2018

Restricted Cash and Cash Equivalents
Investment in sewer treatment association
Capital assets (net of accumulated depreciation)

Total Restricted and Noncurrent Assets

Total Assets

DEFER™™D OUTFLOWS OF RESOURCES
Deferred Outflows - Pension Plan

LI ™ LITIES

Current Liabilities

Accounts Payable and other current liabilities
Service charges due to other entities

Due to other fund
Accrued Compensated absences

Amounts payable from restricted assets:

Bond interest payable

Current portion - bonds payable

Total Current Liabilities

Long-Term Liabilities
Net Pension Liability

Bonds Payable

Total Long-Term Liabilities
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows - Pension Plan

NET POSITION
Net Investment in Capital Assets

Restricted
Unrestricted

Total Net Position
The accompanying notes are an integral part of this statement.

-10 -

Enternrise Fund

$ 1,339,270
763,155
62,230

14,108

39,603

8.874

2,227,240

1,453,808
41,982
9,617,669

11 113,459

$ 135.540,699

$ 508,413

$ 99,026
231,494

1,723

77,211

55,080
55,000

<10 534

1,272,892
2,537,000

3,809,892

$ 4,329,426

$ 58,478

$ 7,025,669
1,453,808
981,731

$ 9,461,208




LAKE Ol ILLE AREA PUBLIC UTILITY DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2018

Enterprise Fund

Operating Revenues:

Sewer service charges $ 1,234,369
Pumping charges 84,833
Connection & inspection fees 3,600
Special Assessment - elly Ridge 44,739

Total Operating Revenue 1,367,541

Operating Expenses:

Administration and general 426,913

Sewage collection services 769,790

Depreciation 508,776
Total Operating Expense 1,705,479
Net Operating Income (Loss) (337,938)

Nonoperating Revenues (Expenses)

Property Tax 296,816
Interest income and late fees 62,825
Capacity charges 95,540
Rural Development loan surcharges 359,616
Miscellaneous 17,347
Bond Interest Expense (109,098)
Net Nonoperating Revenue 723,046
Change in Net Position 385.108
Net Position Beginning 9,076,100
Net Position Ending $ 9,461,208

The accompanying notes are an integral part of this statement.
-11-



LAKE OROVILLE AREA PUBLIC UTILTIY DISTRICT
STATEMENT OF C* “H FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2018

Cash Flows from Operating Activities:

C: received from customers $ 1,294,987
Other income 44,739
Cash paid to employees for service (929,312)
Cash paid to suppliers (83,972)
Net Cash Provided (Used) By Operating Activities 326,442

Cash Flows from Non-Capital Financing Activities:

Miscellaneous nonoperational receipts 17,347

Property Taxes 284,292
Net Cash Provided (Used) by Non-Capital Financing

Activities 301,639

Cash Flows from Capital and Related Financing Activities:

Additions to property, plant and equipment (12,653)
Capacity charges received 95,540
Principal paid on Capital Debt (52,000)
Inte  Paid on Capital Debt (111,266)
Rural development loan surcharges 359.616
Net Cash Provided (Used) By Capital and Related
Financing Activities 279,237

Cash Flows from Investing Activities:

Interest on investments and customer late fees 55,701
Net Cash Provided (Used) by Investing Activities 55,701

Net Increase (Decrease) in Cash ' 963,019
Cash Balance - July 1, 2017 1,830,059
Cash Balance - June 30,2018 $ 2,793,078

Reconciliation of Operating 1come (Loss) to Net
Cash Provided (Used) by Operating Activities:
Operating Income (Loss) $ (407,759)
Adjustments to reconcile Net Income to Net Cash
Provided by Operating Activities:

Depreciation 508,776
Change in Assets and Liabilities:
(Increase)/decrease in receivables (27,815)
(Increase)/decrease in inventories (374)
(Increase)/decrease in prepaid assets (1,267)
[ncrease/(decrease) in payables 254,881
Net Cash Provided/(Used) by Operating Activities 5 326,442

The accompanying notes are an integral part of this statement.
-12-



LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
STATEMENT OF NET POSITION
AGENCY FUND
JUNE 30, 2018

Villa Verona Assessment District

Agency Fund
At TS
Cash and cash equivalents b 31,004
Due from other fund 1,723
Assessments receivable - current 19,281
Assessments receivable - delinquent 3703
Total Assets $ 55,711
LIABILITIES
Current Liabilities:
Easements payable 3 2,703
Due to bondholders 53,008
Total Current Liabilities $ cemin
NET POSITION
Unrestricted $ -
Total Net Position _ $ -

The accompanying notes are an integral part of this statement.
- 13-



LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Lake Oroville Area Public Ut ty District (District) is a California Public Utility District that was
organized on June 27, 1938. It provides sewage collection and transmission services to residents of the
Kelly Ridge and other eastern Oroville areas.

Definition of the Reporting Entity

The District's financial statements include the accounts of all District operations. The criteria for including
organizations as component units within the District's reporting entity, as set forth in Governmental
Accounting Standards Board (GASB) Statement 39, include:

The organization is legally separate (can sue and be sued in their own name).

The District holds the corporate powers of the organization.

The District appoints a majority of the organization's governing board.

The District is able to impose its will on the organization.

The organization has the otential to impose a financial benefit/burden on the District.
There is fiscal dependency by the organization on the District.

Based on the aforementioned criteria, the Lake Oroville Area Public Utility District has no component
units.

Basic ~f Anrnoee ting and Financial Statement Presentation

The District accounts for its operations and activities as a utility enterprise fund. The enterprise fund is
operated in a manner similar to private business enterprises where the intent of the governing body is that
costs (expenses, including depreciation) of providing goods or services on a continuing basis be financed
or recovered primarily through user service charges.

The District distinguishes of uing revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. Principal operating revenues of the
District are charges to customers for sales and services including operating charges collected through
special assessments on certain property tax rolls. Operating expenses for the District include salaries and
benefits, supplies and other services, and insurance premiums. ‘

Revenues and expenses are recognized on the accrual basis. Revenues are recognized in the accounting
period in which they are earned and expenses are recognized in the period incurred, regardless of when the
related cash flows actually take place.

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

Fiduciary Fund

Agency Fund - Agency funds are used to account for assets held by a governmental unit in a trustee
capacity or as an agent for individuals, private organizations, other governmental units, and/or other
funds. The agency fund is custodial in nature (assets equal liabilities) and does not involve measurement
of results of operations.

-14-



LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018
Inventory

Inventories are valued at cost using the average cost method.

. Use of Estimates

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

Cash, Cash Equivalents, and Investments

For the purposes of the statement of cash flows, the District's proprietary fund considers all highly liquid
investments with a maturity of three months or less when purchased to be cash equivalents. Investments at
June 30, 2018 are stated at fairv 1e.

Restricted Assets

The District has presented restricted cash for amounts received from the District’s capacity charge
and rural development surcharge. These amounts have been classified as restricted assets on the statement
of net position because their use is limited by applicable bond or other covenant.

. Interfi " eceivables and Payables

The purpose of the interfund balance is to reflect the District’s collections of Villa Verona special
assessments that will be transferred to the Villa Verona bank account at a future date. The amounts due
Villa Verona Special Assessment from the District at June 30, 2018 was $1,723.

. Bad Debts

It is the District's policy to collect past due accounts by adding such amounts to the County of
Butte's property tax rolls. As such, it is management's opinion that past due accounts are, in all material
respects, fully collectible, and no allowance for doubtful accounts has been recorded on the accompanying
financial statements.

Capital Assets

Property and equipment with a life greater than one year are capitalized and stated at cost, except for
portions acquired by contribution, which are reported at the agreed upon cost to the donee, which
equates -~ arket value. It is L “ ‘ct’s policy to caj ~ "'ze individual items costing more than $5,000.
Maintenance and repair costs are expensed as incurred unless they extend the asset's useful life.
Depreciation 1s computed using the straight line method over asset estimated useful lives as presented

below:

Subsurface lines 50 years
Sewage collection 10 - 50 years
General plant and Administrative Facilities 3-30 years

-15-



LAKE OROVILLE AREA PUBLIC UT™ TTY DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

Construction-in-progress — Costs associated with development stage projects are accumulated in the
construction-in-progress account until the project is fully developed. Once the project 1s complete, the entire
cost of the project is transferred to a capital asset account and depreciated over the estimated useful life. The
District did not have any projects in progress at June 30, 2018.

Accrued C ensated Absences

All probationary and permanent employees of the District earn sick leave at a rate of one working day per
month and can accrue an unlimited amount of hours. At the employees’ request unused sick leave time may
be “bought back” by the District at a rate of one-half (1/2) day for each whole day accrued. Buy back shall be
limited only to time over and above thirty (30) days of accrued sick leave. No more than 12 days will be
bought back in any given calendar year unless employment is terminated, in which case all accrued sick
leave over and above thirty (30) days will be bought back at said one-half rate. Upon retirement all accrued
sick leave may be “bought back” by the District at a rate of one-half (1/2) day for each whole day accrued.

Vacation is based upon the length of service. The District will buy back accumulated vacation of an employee
upon termination or retirement from the District.

NOTE 2 CASH AND INVESTMENTS

Cash and investments at June 30, 2018 consisted of the following:

Cash on Hand $ 500
Deposits with Financial Institutions 924511
Deposit with LAIF 1,870,087

Total Cash and Cash equivalents $ 2,795,098

Investment Policies - The District may invest in the following types of investments:

e Passbook savings account demand deposits

* Money market accounts

e (Certificates of deposit with commercial banks and/or savings and loan companies
® Local Agency Investment Fund (State Pool) demand deposits

e  Mutual funds

The District has, in practice, limited deposits and investments to insured and/or collateralized demand
deposit accounts, the State Treasurer's Local Agency Investment Fund (LAIF), and certificates of
deposit. The District does not enter into reverse repurchase agreements.

Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. LAIF does not have a rating provided by a nationally recognized statistical rating
organization. The District does not hold direct investments, therefore, there is no concentration of credit
risk.

-16-



LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

C..no,\,l.'nl (Nen At T):,.I,»

Custodial credit risk for depos : is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The California Government Code and the
District’s investment policy do not contain legal or policy requirements that would limit the
exp Ire to custodial credit risk for deposits, other than the following provision for deposits: The
Califor 1 Government Code requires that a financial institution secure deposits made by state or local
governmental units by pledging securities in an undivided collateral pool held by a depository regulated
under state law (unless so waived by the governmental unit). The market value of the pledged
securmes in the collateral pool must equal at least 110% of the total amount deposited by the public
a ~ """yrnia law also allows financial institutions to secure District deposits by pledging first trust
deed mortgage notes having a value of 150% of the secured public deposits.

The District’s deposits with financial institutions in excess of federal depository insurance limits were held
in uncollat.  “ized accounts. The amounts in excess of federal depository insurance limits were $389,337 as
of June 30, 2018 and the remaining amounts were collateralized as described above.

The custodial credit risk for investments is the risk that, in the event of the failure of the counterparty (e.g.,
broker-dealer) to a transaction, a government will not be able to recover the value of its investment or
collateral securities that are in the possession of another party. The California Government Code and the
District’s i stment policy do not contain legal or policy requirements that would limit the exposure to
custodial credit risk for investments. With respect to investments, custodial credit risk generally applies
only to direct investments in marketable securities. Custodial credit risk does not apply to a local
government’s indirect investment in securities through the use of mutual funds or government investment
pools (such as LAIF).

Investr ~ *~ State Inve~*~~=* P>ol

The District is a voluntary participant in LAIF. LAIF is regulated by the California Government Code
under the oversight of the Treasurer of the State of California. The fair value of the entity’s
investm  in this pool is reported in the accompanying financial statements at amounts based upon the
Entity’s ~>-rata share of * fair value provided by LAIF for the entire LAIF portfolio (in relation to the
amortizi  ost 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.

NOTE3 P )PERTY TAX

Property taxes attach as an enforceable lien on property as of January 15!, Taxes are levied on July 1 and
are payable in two installments, on December 10 and April 10. The District relies on the competency of the
County of Butte for the billing, collection, and distribution of its share of property tax revenues.

-17-



LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 4 CAPITAL ASSETS

A summary of changes in capital assets follows:

Balance Balance
06/30/17 Additions Dispositions 06/30/18
Fixed Assets
Land $ 107,174  § - 3 - 3 107,174
Su” Tice lines 13,865,710 13,865,710
Sewer collection facilities 4,434,824 4,434,824
General plant and administration facilities 3,743,318 12,653 3,755,971
22,151,026 12,653 - 22,163,679
Accumulated Depreciation
Sub: lines (6,583,753) (337,472) (6,921,225)
Sewer collection facilities (3,223,196) (132,918) (3,356,114)
General plant and administration facilities (2230 285) (38,386) (2,268,671)
Acc lated Depreciation (12,u54,234) (508,776) - 3 (12,546,010)
Property and Equipment, Net $ 10,113,792 §  (496,123) § - 8 9,617,669

NOTE 5 ~ “VG-TERM DEBT - Bonds

Changes in Long-Tr - Liabilities — Long-term liability activity, excluding the liability for compensated
absences and net pension liability is summarized as follows:

Balance Balance Due Within
June 30,2017 Additions Reductions June 30,2018 One Year
Sewer Revenue Bonds - Series A $ 2,644,000 - $ (52,000) $ 2,592,000 $ 55,000
Tec -Term Liabilities-Bonds $ 2,644,000 - 3 (52,000) $ 2,592,000 $ 55,000

Sewer © we Bonds — The District authorized the issuance of $5,000,000 in Lake Oroville Area Public
Utility ct Sewer Revenue Bonds (Bonds). The Bonds were issued in two separate series. The Series
A bonds ($3,150,000) were issued in fiscal year 2004, and the Series B bonds ($1,850,000) were issued in
2005. All the bonds were purchased by the USDA Rural Development through its Rural Utilities Service.
The District has pledged all revenues of the enterprise fund to repay the Bonds, assessed a “Rural
Development loan surcharge” for the purpose of making Bond principal and interest payments, and
established required debt service reserves.
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LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

The Series A bonds accrue interest at a rate of 4.25% per annum. “Series A” requires annual principal
payments ranging from $29,000 » $163,000 cach July 1 through the year 2043. Interest is paid semi-
annually on January 1 and July 1. Total “Series A” bonds outstanding at June 30, 2018, was $2,592,000.

The Series B bonds were paid off in fiscal year 2016-17.

Debt service requirements to maturity are as follows:

Year Ended Sewer Revenue Bonds
June 30, Series A

2019 165,160
2020 164,823
2021 165,400
2022 164,850
2022-2026 828,175
2027-2031 832,428
2032-2036 837,493
2037-2041 846,313
2042-2046 340,528
Totals 3 4,345,170

NOTE 6 SPECIAL ASSESSMENTS DISTRICT

The District acts as agent for the property owners of the Villa Verona Assessment District in collecting
assessments, forwarding the c ections to the assessment bond holders, and initiating foreclosure
proceedings when required. The istrict is not obligated in any manner for the repayment of the special
assessment debt. At June 30, 2018 the Villa Verona Assessment District had $190,000 in bonds payable.

NOTE7 DEF™"RED COMPENSATION PLANS

The District offers its full-time employees two deferred compensation plans created in accordance with

Internal Revenue Code 457. The ° available to all District employees, which permits them to defer a
portion of their salary until fi©  years. Employees may participate in all two plans; however, the District
will : ‘ribute to the PE. /7 Plan. This contribution amounts to 1% of the employee’s salary only if

the:  loyee is matching 1% into the PERS 457 Plan. The PERS 457 Plan and District match began July 1,
2008. Amounts credited to deferred compensation are deposited in savings or other type of investment
accounts with Voya, Nationwide, and PERS. The deferred compensation is not available to employees until

termination, retirement, death, or unforeseen emergency.

All amounts of compensation deferred under the plan, all property and nights purchased with those amounts,
o tale zattni’ ° 1to those am« ~“- property, or rights are held in trust for the exclusive benefit of
the plan participants and their beneticiaries. As required by GASB Statement 32, the District does not
meet the criteria for inclusion of plan assets within its financial statements and has, therefore, excluded the
plan assets from the accompanying financial statements.
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LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEI "7{TS
JUNE 30, 2018

The following is a summary of plan activity for the year ended June 30, 2018:

2018
Market Vale- July 1 $ 348,115
Employee Comntributions 5,456
Employer Contributions 5,456
Plan eamings 23,648
Withdrawals/fees (25,020)
Market Value- June 30 $ 357,654

NOTE 8 DEFIM ™™ BENEFIT PENSION PLAN

. General Information about the Pension Plans

Plan Description

The District approved a contract with the Board of Administration, California Public Employees’ Retirement
Sy m (P '8)on March 16, 2004, which began May 1, 2004. The District is required to make a monthly
cont © °  to PERS to include actuarial valuations of prior and future years of service of each employee.
All eugivte District employees participate in PERS. The District is required to participate in a PERS cost-
sharing, n tiple-employer def d benefit retirement plan, since the District had less than 100 active
meml ""RS acts as a common investment and administrative agent for various local and state
governmental agencies within the state.

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

All quz__ied permanent and probationary employees are eligible to participate in the District’s cost-

sharing  "'ple em] »yer defined benefit pension plan (Plan) which is administered by the California
Public L..p.vyees’ Retirement System (CalPERS). Benefit provisions under the Plan are established by
State * * ° and local governr nt resolution. CalPERS issues publicly available reports that include a
full « = _ion of the pension plan regarding benefit provisions, assumptions, and membership

information that can be found on the CalPERS website.

Be. 1* " 71— CalPERS provides service retirement and disability benefits, annual cost of living
adj wnd death benefits to plan members, who must be public employees and beneficiaries.
Benetits are based on years of credited service, equal to one year of full time employment. Members with
five ye~ 2 of total service are eligible to retire at age 50 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 Beni t, the 1957 Survivor Benefit, or the Optic ' Settlement 2W Death
Benefit. The cost of living adjustments for each plan are applied as specified by the Public Employees’
Retirer  t Law.

-20-



LAKE OROVILLE AREA PUBLIC UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

The Plan’s provisions and benefits in cffect at June 30, 2018, arc summarized as follows:

Prior to On or After

Hire Date January 1, 2014 January 1, 2014
fit formula 2.7% @ 55 2% @ 62

Benefit vesting schedule 5 years service 5 years service
Benefit payments Monthly for life Monthly for life
Retirement age 50-55 62-67
Monthly benefits as % of eligible compensation 20t02.7% 1.0to 2.5%
Required employee contributions 8% 8%
Required employer cont:  utions rates 27.80% 11.40%

Contri’ s — Section 20814(c) of the California Public Employees’ Retirement Law requires that the
employer contribution rates for . public employers be determined on an annual basis by the actuary and
shall be effective on the July 1 fi owing notice of a change in the rate. Funding contributions for the Plan
is 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 ad’”"" »nal 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. For the
year ended June 30, 2018, the contributions recognized as part of pension expense for the Plan was as
follows:

C¢  ibutions-Employer $ 145,114
Contributions-Employee $ 38,507

As of June 30, 2018, the District reported net pension liability of $1,272,892 for its share of the net
pensi r 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 Plan is measured as of
June 30, 2018, and the total pension liability for each Plan used to calculate the net pension liability was

deterr an actuarial valuation as of June 30, 2017, rolled forward to June 30, 2018, using
stand: te procedures. The District’s proportion of the net pension liability was based on a
projec n1e District’s long-term share of contributions to the pension plan relative to the projected

contributions of all participating employers, actuarially determined.

The District’s proportionate share of the net pension liability for the Plan as of June 30, 2017 and 2018,
were as follows:

Proportion: June 30, 2017 0.03334%
Proportion: June 30, 2018 0.03229%
Change-Increase (Decrease) -0.0011%

For the year ended June 30, 2018, the District recognized pension expense of $293,087. At June 30,
2018, the District reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:
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Deferred Outflows

Deferred Inflow

of Resources of Resources

~ffe : between Expected and Actual Experience
Change in Assumptions 134,536 10,258
Difference Between Expected and Actual Experience 1,084 15,535
Difference Between Expected and Actual Investment Earnings 30,427
Difference Between Employer's Contributions and Proportionate

Share of Contributions 98,025
Change in Employer's Proportion 99,244 32,686
Contributions Subequent to the Measurement Date 145,114

Total $ 508,430 $ 58,479

The $145,114, which is reported as contributions subsequent to the measurement date, will be recognized
as a reduction of the net pension liability in the year ended June 30, 2018. Other amounts reported as
deferred ot " "ows of resources and deferred inflows of resources related to pension will be recognized as

pension expense as follows:

Measurement Periods Ended Deferred Outflows/

Tune 30: (Inflows) of Resources

2019 $ 135,527

2020 112,999

2021 74,376
2022 (18,065)

2023 -

Thereafter -

$ 304,837
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Discount Rate

The discount rate used to measure the total pension liability was 7.65%. To determine whether the
municipal bond rate should be sued 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% 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% 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 obt: 1ed at the CalPERS’ website under the GASB 68 section.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability/(asset) of the Plan as of the measurement date using the
discount rate of 7.65%, as well as what the net pension liability/(asset) would be if it were calculated
using a discount rate that is 1 percentage-point lower (6.65%) or 1 percentage point higher (8.65%) than
the current rate:

Discount Rate-1% Current Discount Rate Discount Rate +1%
6.15% 7.15% 8.15%
Net Pension Liability: S 1,716,361 S 1,272,892 S 905,603

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the separately issued
financial report of CalPERS which can be located at https://www.calpers.ca.gov/page/forms-

publications.

NOTE 9 RISK MANAGEMENT

The District is exposed to various risks of losses related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. It is the District's policy to
tt " " "% 7 1 may arise from these and other events through the purchase of commercial
insurance. Over the past three years, no loss settlements have exceeded insurance coverage amounts.

NOTE 10 JOINT POWERS AGREEMENT

On March 29, 1973, the District, the City of Oroville, and the Thermalito Water and Sewer District
entered into a Joint Exercise of Powers Agreement that reorganized its governing board and created an
independent Agency known as the Sewerage Commission - Oroville Region (SC-OR). SC-OR was
created to operate a sewerage treatment plant for the mutual advantage of the member entities. The
District presently reports $41,982 (its original contribution to SC-OR) as an investment. The Fair
Market Value of this investment is not known at this time. The District estimates that the Fair Market
Value is not materially different from cost.
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