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Independent Auditor’s Report 
 
To the Board of Directors 
Lakeside Water District 
10375 Vine Street 
Lakeside, California 92040 
 
Report on Financial Statements 
 
We have audited the accompanying financial statements of Lakeside Water District, which comprise the 
statements of net position as of June 30, 2016 and 2015, and the related statements of revenues, expenses, and 
changes in net position and cash flows for the years then ended, and the related notes to the financial statements. 
 
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 audits.  We conducted our 
audits 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 audits 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. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Lakeside Water District, as of June 30, 2016 and 2015, and the changes in financial position and cash 
flows thereof for the years then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and the schedule of funding progress for the retiree health plan, the schedule of 
proportionate share of the net pension liability and the schedule of plan contributions, as identified in the 
accompanying table of contents be presented to supplement the 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 the financial reporting for placing the 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 on inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the financial 
statements, and other knowledge we obtained during our audits of the 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. 
 

 
 
San Diego, California 
October 4, 2016 
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Our discussion and analysis of the financial performance of the Lakeside Water District (“District”) provides an 
overview of the District’s financial activities for the years ended June 30, 2016 and 2015.  Please read it in 
conjunction with the District’s financial statements which begin on page 7. 
 
Financial Statements 
 
This discussion and analysis provides an introduction and a brief description of the District’s financial statements, 
including the relationship of the statements to each other and the significant differences in the information they 
provide. The District’s financial statements include four components: 
 

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

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

 Net Investment in Capital Assets 
 Restricted Net Position 
 Unrestricted Net Position 

 
The statement of net position provides the basis for computing rate of return, evaluating the capital structure of 
the District and assessing its liquidity and financial flexibility. 
 
The statement of revenues, expenses and changes in net position presents information which shows how the 
District’s net position changed during the year.  All of the current year’s revenues and expenses are recorded 
when the underlying transaction occurs, regardless of the timing of the related cash flows.  The statement of 
revenues, expenses and changes in net position measures the success of the District’s operations over the past year 
and determines whether the District has recovered its costs through user fees and other charges. 
 
The statement of cash flows provides information regarding the District’s cash receipts and cash disbursements 
during the year.  This statement reports cash activity in four categories: 
 

 Operating 
 Capital and related financing 
 Noncapital financing 
 Investing 

 
This statement differs from the statement of revenues, expenses and changes in net position, because the 
statement accounts only for transactions that result in cash receipts or cash disbursements. 
 
The notes to the financial statements provide a description of the accounting policies used to prepare the financial 
statements and present material disclosures required by generally accepted accounting principles that are not 
otherwise present in the financial statements. 
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Financial Highlights 
 

• The District’s net position increased by $6,064,066 to $35,771,742 for the year ended June 30, 2016. 
 

• The District’s operating revenues totaled $6,236,078 for the year ended June 30, 2016, a decrease of 
$568,929.  The decrease in water sales results from state mandates to conserve water.  The 15% decrease 
in the volume of water sales was off-set somewhat by a 7.6% increase in water rates. 
 

• The District’s operating expenses totaled $6,850,327 for the year ended June 30, 2016, a decrease of 
$78,079 from prior year.  The $360,000 decrease in source supply was offset by a reservoir corrosion 
repair and a significant increase in depreciation expense.  

  
Financial Analysis of the District 
 

Net Position 
 
The following is a summary of the District’s statements of net position at June 30: 

 
  2016  2015  Change 
Assets:       

Current and other noncurrent assets $ 21,381,919 $ 20,719,536 $ 662,383 
Capital assets, net  17,031,439  11,437,961  5,593,478 

Total Assets  38,413,358  32,157,497  6,255,861 
       
Deferred Outflows of Resources  149,593  132,180  17,413 
       
Liabilities:       

Current liabilities  854,469  681,470  172,999 
Noncurrent liabilities  1,678,571  1,451,346  227,225 

Total Liabilities  2,533,040  2,132,816  400,224 
       
Deferred Inflows of Resources  258,169  449,185  (191,016) 
       
Net Position:       

Net investment in capital assets  17,031,439  11,437,961  5,593,478 
Unrestricted  18,740,303  18,269,715  470,588 

Total Net Position $ 35,771,742 $ 29,707,676 $ 6,064,066 
 
Net position increased by $6,064,066 from fiscal year 2015 to 2016.  Net investment in capital assets, 
increased $5,593,478 in fiscal year 2016 primarily as a result of infrastructure contributed by Pacifica Homes 
for the High Meadow Ranch Development. 
 
Unrestricted net position increased $470,588 as a result of the nonoperating revenues exceeding the loss 
from operations. 
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Revenues, Expenses and Changes in Net Assets 
 
The following is a summary of the District’s revenues, expenses and changes in net position for the years 
ended June 30: 
 
  2016  2015  Change 
Revenues:       

Operating revenues $ 6,236,078 $ 6,805,007 $ (568,929) 
Nonoperating revenues  1,181,197  849,692  331,505 
Capital contributions  5,497,118  442,014  5,055,104 

Total Revenues  12,914,393  8,096,713  4,817,680 
       
Expenses:       

Depreciation expense  588,652  498,256  90,396 
Other operating expenses  6,261,675  6,430,150  (168,475) 

Total Expenses  6,850,327  6,928,406  (78,079) 
       
Change in Net Position  6,064,066  1,168,307  4,895,759 
       
Net Position at Beginning of Year  29,707,676  28,539,369  1,168,307 
       
Net Position at End of Year $ 35,771,742 $ 29,707,676 $ 6,064,066 
 
A closer examination of the source of changes in net position reveals that the District’s operating revenues 
decreased by $568,929 in fiscal year 2016 as a result of state mandates for Californians to use less water.  
Nonoperating revenues increased by $331,505 in fiscal year 2016 due to higher investment income and 
annexation fees.  Operating expenses, exclusive of depreciation, decreased $168,475 in fiscal year 2016 due to 
a decrease in water purchased from the San Diego County Water Authority offset by the cost of the reservoir 
corrosion repair. 

 
Capital Assets 
 
Capital assets consist of the following at June 30: 
 
  2016  2015  Change 
Capital Assets Not Being Depreciated:       

Land $ 138,659 $ 138,659 $ - 
Construction in progress  565,252  857,345  (292,093) 

Total Capital Assets Not Being       
Depreciated $ 703,911 $ 996,004 $ (292,093) 
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  2016  2015  Change 
Capital Assets Being Depreciated:       

Pumping plant and distributions $ 25,511,703 $ 19,101,296 $ 6,410,407 
Building and land improvements  612,015  612,015  - 
Water development and treatment plant  2,109,903  2,109,903  - 
Equipment  406,111  406,111  - 
Autos and trucks  323,623  304,504  19,119 
Office equipment  159,056  148,940  10,116 

Total Capital Assets Being Depreciated  29,122,411  22,682,769  6,439,642 
Less: Accumulated Depreciation  (12,794,883)  (12,240,812)  (554,071) 

Net Capital Assets Being Depreciated  16,327,528  10,441,957  5,885,571 
       

Net Capital Assets $ 17,031,439 $ 11,437,961 $ 5,593,478 
 
Capital assets, net of accumulated depreciation, increased $5,593,478 for the year ended June 30, 2016.  Capital 
asset additions consisted of the Valle Vista Pipeline Replacement, the Vista Camino Pipeline Replacement, the 
Lakeside Avenue Tank Replacement, and the Telementry System Conversion.  However the most significant 
additions were the infrastructure contributed by Pacifica Homes for the High Meadow Ranch Development. 

 
Economic Factors and Future Rates and Budgets 
 
Imported water expense has continued to increase and another large increase is anticipated during the year ended 
June 30, 2017.  The average cost per acre foot of water has increased from $1,226 in 2013, to $1,591 in 2016.  
Imported water cost is estimated to be $1,665 per acre foot in 2017.  To minimize the impact of the rising cost of 
imported water, the District has utilized local well production for about 13% to 25% of its water needs.  Well 
water is produced at an estimated cost of $329 per acre foot on average.  Well production is estimated to have 
saved the District $1,029,918 in 2016 and $944,340 in 2015. 
 
Metropolitan Water District of Southern California and The San Diego County Water Authority (SDCWA) had 
mandated water use restrictions as of July 2009 resulting in water sales reductions and a potential revenue loss.  
These restrictions were lifted effective May 2011, leading to increased water sales during subsequent fiscal years.  
Future water restrictions are possible for 2017 as the region is currently experiencing its third consecutive year 
with below normal rainfall.  If water use restrictions are placed on the District, sales revenue could be reduced. 
 
Contacting the District’s Financial Management 
 
This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a 
general overview of the District’s finances and to demonstrate the District’s accountability for the financial 
resources it manages.  If you have any questions about this report or need additional financial information, contact 
the Lakeside Water District’s office at 10375 Vine Street, Lakeside, California, 92040, (619) 443-3805. 
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2016 2015
Current Assets: (Notes 1, 2 and 3) 

Cash and cash equivalents $ 1,400,320   $ 1,069,500   
Investments 18,534,650 18,255,812 
Accounts receivable, net 1,106,354   981,573      
Accrued interest receivable 44,134        45,913        
Taxes receivable 5,799          5,658          
Inventory 108,504      120,282      
Prepaid expenses 28,406        27,615        
Due from Padre Dam Water District -                  44,800        

Total Current Assets 21,228,167 20,551,153 

Noncurrent Assets:
Capital Assets: (Notes 1 and 4)

Nondepreciable 703,911      996,004      
Depreciable, net of accumulated depreciation 16,327,528 10,441,957 

Total Capital Assets 17,031,439 11,437,961 

Other Noncurrent Assets: (Notes 1 and 6)
Net OPEB asset 153,752      168,383      

Total Other Noncurrent Assets 153,752      168,383      

Total Noncurrent Assets 17,185,191 11,606,344 

TOTAL ASSETS $ 38,413,358 $ 32,157,497 

DEFERRED OUTFLOWS OF RESOURCES: (Notes 1, and 7 )
Deferred outflows related contributions 142,970      105,043      
Deferred outflows related to pensions 6,623          27,137        

Total Deferred Outflows of Resources 149,593      132,180      

(Continued)

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

ASSETS 
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2016 2015
Current Liabilities: (Notes 1 and 5)

Accounts payable $ 759,980      $ 585,891      
Prepaid rent -                  3,989          
Compensated absences 94,489        91,590        

Total Current Liabilities 854,469      681,470      

Noncurrent Liabilities: (Notes 1, 5 and 7)
Customer deposits 269,640      229,641      
Compensated absences 36,959        35,824        
Net pension liability 1,371,972   1,185,881   

Total Noncurrent Liabilities 1,678,571   1,451,346   

Total Liabilities 2,533,040   2,132,816   

Commitments and Contingencies (Notes 6, 7 and 8)

DEFERRED INFLOWS OF RESOURCES: (Notes 1 and 7)
Deferred inflows related to pensions 258,169      449,185      

NET POSITION: 
Net investment in capital assets 17,031,439 11,437,961 
Unrestricted 18,740,303 18,269,715 

Total Net Position $ 35,771,742 $ 29,707,676 

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

LIABILITIES 
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2016 2015
Operating Revenues:

Water sales $ 5,900,471   $ 6,431,301   
Infrastructure access fee 271,321      266,306      
Installation and service fees 59,578        93,093        
Other operating revenues 4,708          14,307        

Total Operating Revenues 6,236,078   6,805,007   

Operating Expenses:
Source of supply 4,024,172   4,384,621   
Transmission and distribution 1,013,030   823,377      
General and administrative 736,176      654,563      
Depreciation 588,652      498,256      
Pumping 287,796      301,411      
Customer accounts 139,730      134,546      
Water treatment 60,771        131,632      

Total Operating Expenses 6,850,327   6,928,406   

Operating Loss (614,249)     (123,399)     

Nonoperating Revenues (Expenses):
Investment income 469,027      234,987      
Taxes and assessments 451,719      433,139      
Rent income 182,664      181,566      
Annexation fees 74,286        -                  
Gain on disposal of capital assets 3,501          -                  

Total Nonoperating Revenues (Expenses) 1,181,197   849,692      

Income Before Capital Contributions 566,948      726,293      

Capital Contributions 5,497,118   442,014      

Change in Net Position 6,064,066   1,168,307   

Net Position at Beginning of Year 29,707,676 28,539,369 

NET POSITION AT END OF YEAR $ 35,771,742 $ 29,707,676 

The accompanying notes are an integral part of the financial statements.   
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2016 2015
Cash Flow From Operating Activities:

Receipts from customers $ 6,146,588     $ 7,273,084     
Payments to suppliers (4,839,459)   (5,997,308)   
Payment to employees (1,240,813)   (1,155,924)   
Other operating revenues 4,708            14,307          

Net Cash Provided by Operating Activities 71,024          134,159        
 

Cash Flow From Noncapital Financing Activities:
Cash received from rent income 178,675        180,561        
Proceeds from taxes, assessments, and annexation fees 525,864        433,556        
Due from Padre Dam Water District 44,800          44,800          

Net Cash Provided by Noncapital Financing Activities 749,339        658,917        

Cash Flows From Capital and Related Financing Activities:
Acquisition and construction of capital assets (874,889)      (1,106,864)   
Proceeds from disposal of capital assets 3,501            -                   
Proceeds from capital contributions 189,877        196,570        

Net Cash Used in Capital and Related Financing Activities (681,511)      (910,294)      

Cash Flows From Investing Activities:
Proceeds from sale and maturities of investments 12,859,529   9,300,750     
Purchase of investments (12,976,340)  (8,828,464)   
Investment income 308,779        254,035        

Net Cash Provided by Investing Activities 191,968        726,321        
 

Net Increase in Cash and Cash Equivalents 330,820        609,103        

Cash and Cash Equivalents at Beginning of Year 1,069,500     460,397        

CASH AND CASH EQUIVALENTS AT END OF YEAR $ 1,400,320     $ 1,069,500     

(Continued)

The accompanying notes are an integral part of the financial statements.
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2016 2015
Reconciliation of Operating Loss to Net Cash 

Provided by Operating Activities:
Operating loss $ (614,249)        $ (123,399)      
Adjustments to reconcile operating loss to net

cash provided by operating activities:
Depreciation 588,652        498,256        
(Increase) Decrease in:

Accounts receivable, net (124,781)      402,984        
Inventory 11,778          (7,074)          
Prepaid expenses (791)             (565)             
Deferred outflows related to contributions (37,927)        (12,145)
Deferred outflows related to pensions 20,514          (27,137)
Net OPEB asset 14,631          16,529

(Decrease) Increase in:
Accounts payable 174,089        (705,796)      
Net pension liability 186,091        (434,459)      
Compensated absences 4,034            (1,620)          
Customer deposits 39,999          79,400          
Deferred inflows related to pensions (191,016)      449,185        
    Net Cash Provided by Operating Activities $ 71,024          $ 134,159        

Supplemental Disclosures of Cash Flow Information:
Net unrealized (gain) loss on investments $ (162,027)      $ 29,290          
Capital assets included in contributed capital $ 5,307,241     $ -                   

The accompanying notes are an integral part of the financial statements.
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Note 1 - Organization and Significant Accounting Policies: 
 

Organization 
 
Lakeside Water District (the “District”) was established in 1924 pursuant to the irrigation section of the 
California Water Code for the purpose of supplying water services to properties in the District.  Effective 
November 16, 2006, the Riverview Water District was merged with the District. 
 
The criteria used in determining the scope of the reporting entity are based on the provisions of GASB Cod. 
Sec. 2100 “Defining the Financial Reporting Entity”.  The District is the primary government unit.  
Component units are those entities, which are financially accountable to the primary government, either 
because the District appoints a voting majority of the component unit’s board, or because the component unit 
will provide a financial benefit or impose a financial burden on the District.  The District has no component 
units. 
 
Significant Accounting Policies 
 
A summary of the District’s significant accounting policies consistently applied in the preparation of the 
accompanying financial statements follows: 
 
Method of Accounting 
 
The District utilizes accounting principles appropriate for an enterprise fund to record its activities.  
Accordingly, the statements of net position and the statements of revenues, expenses and changes in net 
position have been prepared using the economic resources measurement focus and the accrual basis of 
accounting. 
 
The District has not elected to apply the option allowed in GASB Cod. Sec. P80.103, “Proprietary Fund 
Accounting and Financial Reporting” and as a consequence will continue to apply GASB statements and 
interpretations. 
 
Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets, deferred outflows of resources, liabilities and deferred inflows of resources, and disclosure 
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the reporting period.  Actual results could differ from those estimates. 
 
Revenue Recognition 
 
The District recognizes revenues from water sales, infrastructure access fees, installation and service fees, and 
other operating revenues when they are earned. Operating activities generally result from providing services 
and producing and delivering goods.  As such, the District considers fees received from water sales, 
infrastructure access fees, and installation and service fees to be operating revenues.  Taxes and assessments 
are recognized as revenues based upon amounts reported to the District by the County of San Diego. 
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Note 1 - Organization and Significant Accounting Policies: (Continued) 
 

Significant Accounting Policies (Continued) 
 
Investments 
 
Investments are stated at their fair value which represents the quoted or stated market value.  Investments that 
are not traded on a market, such as investments in external pools, are valued based on the stated fair value as 
represented by the external pool. 
 
Allowance for Doubtful Accounts 
 
Bad debts are recognized on the allowance method based on historical experience and management’s 
evaluation of outstanding accounts receivables.  The allowance for doubtful accounts receivable totaled 
$50,200 and $52,300 at June 30, 2016 and 2015, respectively. 
 
Taxes and Assessments 
 
Property taxes and assessments are billed by the County of San Diego to property owners.  The District’s 
property tax calendar for the fiscal year ended June 30, 2016, was as follows: 
 

Lien Date: January 1 
Levy Date: July 1 
Due Date: First Installment - November 1 
 Second Installment - February 1 
Delinquent Date: First Installment - December 10 
 Second Installment - April 10 

 
The County collects the taxes from the property owners and remits the funds to the District periodically during 
the year.  The District has an arrangement with the County whereby the County remits taxes which are 
delinquent as of each June 30 to the District in exchange for the right to retain the delinquent taxes, penalties, 
and interest when these amounts are subsequently collected. 
 
Inventory 
 
Inventory consists primarily of materials used in the construction and maintenance of capital assets and is 
valued at the lower of cost or market using the first-in, first-out (FIFO) method. 
 
Capital Assets 
 
Capital assets purchased or acquired with a cost exceeding $1,000 and an estimated useful life more than one 
year are reported at historical cost.  Contributed assets are recorded at fair market value as of the date received.  
Additions, improvements, and other capital outlays that significantly extend the useful life of an asset are 
capitalized.  Other costs incurred for repairs and maintenance are expensed as incurred.  Depreciation is 
calculated on the straight-line method over the following estimated useful lives: 
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Note 1 - Organization and Significant Accounting Policies: (Continued) 
 

Significant Accounting Policies (Continued) 
 
Capital Assets (Continued) 
 

Pumping plant and distribution 10 - 60 years 
Building and land improvements 10 - 50 years 
Water development and treatment plant 25 - 40 years 
Equipment 5 - 10 years 
Autos and trucks 5 - 10 years 
Office equipment 3 - 10 years 

 
Depreciation aggregated $588,652 and $498,256 for the years ended June 30, 2016 and 2015, respectively. 
 
Compensated Absences 
 
Accumulated and unpaid vacation and sick leave totaling $131,448 and $127,414 is accrued when incurred and 
included in current and noncurrent liabilities at June 30, 2016 and 2015, respectively.  
 
Deferred Outflows of Resources and Deferred Inflows of Resources 
 
Deferred outflows of resources and deferred inflows of resources are defined as a consumption of net assets by 
the District that is applicable to a future period and an acquisition of net assets by the District that is applicable 
to a future reporting period respectively.  Deferred outflows of resources and deferred inflows of resources are 
more fully described in Note 7. 
 
Risk Management 
 
The District is a member of the Association of California Water Agencies Joint Powers Insurance Authority 
(Authority).  The Authority is a risk-pooling self-insurance authority, created under provisions of California 
Government Code Sections 6500 et. seq.  The purpose of the Authority is to arrange and administer programs 
of insurance for the pooling of self-insured losses and to purchase excess insurance coverage. 
 
At June 30, 2016, the District participated in the self-insurance programs of the Authority as follows: 
 

Property Loss - Insured up to $150,000,000 per occurrence (total insurable value $1,408,448 with $1,000 
deductible for buildings, personal property, fixed equipment and mobile equipment and $500 for licensed 
vehicles.  The Authority is self-insured up to $100,000 per occurrence and excess insurance coverage has been 
purchased. 
 
General and Auto Liability - Insured up to $60,000,000 per occurrence; the Authority is self-insured up to 
$2,000,000 and excess insurance coverage has been purchased.  The general and auto liability program has no 
deductible. 
 
Public Officials’ Liability - Insured up to $60,000,000 per occurrence; the Authority is self-insured up to 
$2,000,000 and excess insurance coverage has been purchased. 
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Note 1 - Organization and Significant Accounting Policies: (Continued) 
 

Significant Accounting Policies (Continued) 
 
Risk Management (Continued) 

 
Fidelity Bond - Insured up to $100,000 per occurrence with a $1,000 deductible. 
 
Workers’ Compensation - Insured up to the statutory limits; the Authority is self-insured up to $2 million 
and excess insurance coverage has been purchased.  Employer’s liability is insured up to $4,000,000; the 
Authority is self-insured up to $2 million and excess insurance coverage has been purchased. 
 

The District pays annual premiums for this coverage.  They are subject to retrospective adjustments based on 
claims experienced.  The nature and amounts of the adjustments cannot be estimated and are charged to 
expense as invoiced.  The District’s insurance expense was $16,869 and $8,617 for the years ended June 30, 
2016 and 2015, respectively, net of a refund from the District in the amount of $8,048 and $20,442.  There 
were no instances in the past three years where a settlement exceeded the District’s coverage. 
 
Pensions 
 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of 
resources related to pensions, and pension expense, information about the fiduciary net position 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 financial office.  For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when 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  June 30, 2014 
Measurement Date  June 30, 2015 
Measurement Period  June 30, 2014 to June 30, 2015 

 
Fair Value Measurements 
 
Fair value accounting standards define fair value, establish a framework for measuring fair value, outline a fair 
value hierarchy based on inputs used to measure fair value and enhance disclosure requirements for fair value 
measurements.  The fair value hierarchy distinguishes between market participant assumptions based on market 
data obtained from sources independent of the reporting entity (observable inputs that are classified within Level 1 
or 2 of the hierarchy) and the reporting entity’s own assumptions about market participant assumptions 
(unobservable inputs classified within Level 3 of the hierarchy).  
 

 Level 1 inputs are quoted prices in active markets for identical investments that the investment manager 
has the ability to access at the measurement date. 
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Note 1 - Organization and Significant Accounting Policies: (Continued) 
 

Significant Accounting Policies (Continued) 
 

Fair Value Measurements (Continued) 
 
 Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the 

investment, either directly or indirectly. 
 
 Level 3 inputs are unobservable inputs for the investment. 
 

The District’s statement of financial position includes the following financial instruments that are required to 
be measured at fair value on a recurring basis: 

 
 U.S. Agency securities and certificates of deposit are considered Level 2 assets and are reported at the 

fair value reported by the counter-party. 
 
 Investments in the California Local Agency Investment Fund (LAIF) are considered Level 2 assets and 

are reported at the fair value of the underlying assets as provided LAIF. 
 

Economic Dependency 
 
The District purchases approximately 74% of its water from the San Diego County Water Authority.  
Interruption of this source would impact the District negatively. 
 
Cash and Cash Equivalents 
 
For purposes of the statements of cash flows, the District considers all investment instruments purchased with 
a maturity of three months or less to be cash. 
 
Subsequent Events  
 
In preparing these financial statements, the District has evaluated events and transactions for potential 
recognition or disclosure through October 4, 2016, the date the financial statements were available to be 
issued.   
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Note 2 - Cash and Investments: 
 
Investment Authorized by the California Government Code and the District’s Investment Policy 
 
The table below identifies the investment types that are authorized for the District by the California Government 
Code.  The table also identifies certain provisions of the California Government Code that address interest rate 
risk, and concentration of credit risk.  This table does not address investments of debt proceeds held by bond 
trustees that are governed by the provisions of debt agreements of the District rather than the general provision of 
the California Government Code or the District’s investment policy: 
 

Authorized Investment Type  
Maximum 
Maturity  

Maximum 
Percentage 
of Portfolio  

Quality 
Requirements 

       
Local Agency Bonds  5 years  None  None 
U.S. Treasury Obligations  5 years  None  None 
State Obligations  5 years  None  None 
California Local Agency Obligations  5 years  None  None 
U.S. Agency Securities  5 years  None  None 
Bankers Acceptances *  180 days  40%  None 
Commercial Paper *  270 days  25%  A1 
Negotiable Certificates of Deposit  5 years  30%  None 
Repurchase Agreements *  1 year  None  None 
Reverse Repurchase Agreements *  92 days  20%  None 
Medium-Term Notes *  5 years  30%  A Rating 
Mutual Funds  N/A  20%  Multiple 
Money Market Mutual Funds  N/A  20%  Multiple 
Collateralized Bank Deposits  5 years  None  None 
Mortgage Pass-Through Securities *  5 years  20%  AA Rating 
Time Deposits  5 years  None  None 
California Local Agency Investment        

Fund (LAIF)  5 years  None  None 
County Pooled Investment Funds  N/A  None  None 

 
* Requires consent of the Board of Directors before investing District funds. 
 
The District’s investment policy is more restrictive than the California Government Code.  The District limits 
the percentage of its portfolio that can be invested in bankers acceptances, commercial paper, mutual funds, 
and money market mutual funds. 
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Note 2 - Cash and Investments: (Continued) 
 

Cash and investments held by the District were comprised of the following at June 30: 
 
  Maturity in Years     

  
One Year 
or Less  1 - 5 Years  

2016 
Total  

2015 
Total 

         
Cash on hand $ 7,173 $ - $ 7,173 $ 13,999 
California Local Agency         

Investment Fund (LAIF)  200,233  -  200,233  199,385 
Deposits with financial institutions  1,192,914  -  1,192,914  856,116 
U.S. Agency Securities  493,125  4,348,094  4,841,219  5,976,871 
Certificates of Deposits  1,512,650  12,180,781  13,693,431  12,278,941 

Total Cash and Investments $ 3,406,095 $ 16,528,875 $ 19,934,970 $ 19,325,312 
 
    2016  2015 
Financial Statement Classification:       

Cash and cash equivalents   $ 1,400,320 $ 1,069,500 
Investments    18,534,650  18,255,812 

Total Cash and Investments   $ 19,934,970 $ 19,325,312 
 
Disclosures Relating to Interest Rate Risk 
 
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment.  Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to 
changes in market interest rates.  The district manages its exposure to interest rate risk by purchasing a 
combination of shorter term and longer term investments and by timing cash flows from maturities so that a 
portion of the portfolio is maturing over time as necessary to provide the cash flow and liquidity needed for 
operations. 
 
Information about the sensitivity of the fair values of the District’s investments to market interest rate 
fluctuations is provided in the previous table that shows the distribution of the District’s investments by maturity as 
of June 30, 2016. 
 
Disclosures Relating to 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. Presented below is the actual rating as of the year for each investment type. 
 

 
 

Rating as of Year End 
Standard & Poor’s 

   
California Local Agency Investment Fund (LAIF)  Not Rated 
Certificates of Deposits  Not Rated 
U.S. Agency Securities  AA+ 
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Note 2 - Cash and Investments: (Continued) 
 
Concentration of Credit Risk 
 
Concentration of credit risk is the risk of loss attributed to the magnitude to the District’s investment in a 
single issue. 
 
The investment policy of the District contains no limitations on the amount that can be invested in any one 
issuer beyond that stipulated by the California Government Code.  At June 30, 2016, reportable investments 
representing more than 5% of the District’s investment portfolio are as follows: 
 

U.S. Agency Securities:     
Fannie Mae $ 1,841,569  10% 
Federal Home Loan Mortgage Corporation $ 1,295,860  7% 

 
Custodial Credit Risk 
 
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, 
the District 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 counter-party (e.g., broker-dealer) the District 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 investment policy do not contain legal or policy requirements that would limit the exposure 
to custodial credit risk for deposits  or investments other than the following provision for deposits:  The 
California Government Code requires that a financial institution secure deposits made by state or local 
governmental units by pledging securities in an undivided collateral pool held by a depository regulated under 
state law (unless so waived by the governmental unit).  The market value of the pledged securities in the 
collateral pool must be equal at least 110% of the total amount deposited by the public agencies.  California 
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. 
 
At June 30, 2016, none of the District’s deposits with financial institutions in excess of federal depository 
insurance limits were held in uncollateralized accounts.  The District’s U.S. Agency Securities were held by 
the same broker dealer (counter party) that was used by the District to purchase the securities. 
 
Investment in State Investment Pool 
 
The District is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by 
California Government Code under the oversight of the Treasurer of the State of California.  The fair value of 
the District’s investment in this pool is reported in the accompanying financial statements at amounts based 
upon the District’s pro-rata share of the fair value provided by LAIF for the entire LAIF portfolio (in relation 
to the amortized cost of that portfolio).  The balance available for withdrawal is based on the accounting 
records maintained by LAIF, which are recorded on an amortized cost basis. 
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Note 2 - Cash and Investments: (Continued) 
 
Investment in State Investment Pool (Continued) 
 
The statements of cash flows have been prepared by considering all investment instruments purchased with a 
maturity of three months or less to be cash equivalents.  Following is a detail at June 30: 
 
    2016  2015 
       
Deposits with financial institutions   $ 1,192,914 $ 856,116 
California Local Agency Investment Fund (LAIF)   200,233  199,385 
Cash on hand    7,173  13,999 

   $ 1,400,320 $ 1,069,500 
 

Note 3 - Due from Padre Dam Water District: 
 
The District had a wholesale agreement with Padre Dam Municipal Water District (Padre Dam).  Effective 
November 16, 2006, the District detached from Padre Dam.  Per the detachment agreement, Padre Dam was to 
make ten annual payments to the District of $44,800.  The following is summary of activity for the years ended 
June 30: 
 

 2016 

 
Balance at 

June 30, 2015 Additions  Payments 
Balance at 

June 30, 2016 
Due Within 
One Year 

           
Due from Padre Dam $ 44,800 $ - $ 44,800 $ - $ - 

 
 2015 

 
Balance at 

June 30, 2014 Additions  Payments 
Balance at 

June 30, 2015 
Due Within 
One Year 

           
Due from Padre Dam $ 89,600 $ - $ 44,800 $ 44,800 $ 44,800 

 
Note 4 - Capital Assets: 
 
Capital assets consist of the following at June 30: 
 

  2016 

  
Balance at 

June 30, 2015  Additions  Deletions  
Balance at 

June 30, 2016 
         
Capital Assets Not Being Depreciated:         

Land $ 138,659 $ - $ - $ 138,659 
Construction in progress  857,345  745,150  (1,037,243)  565,252 

Total Capital Assets not Being 
Depreciated $ 996,004 $ 745,150 $ (1,037,243) $ 703,911 
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Note 4 - Capital Assets: (Continued) 
 

  2016 

  
Balance at 

June 30, 2015  Additions  Deletions  
Balance at 

June 30, 2016 
         
Capital Assets Being Depreciated:         

Pumping plant and distribution $ 19,101,296 $ 6,413,492 $ (3,085) $ 25,511,703 
Building and land improvements  612,015  -  -  612,015 
Water development and treatment plant  2,109,903  -  -  2,109,903 
Equipment  406,111  -  -  406,111 
Autos and trucks  304,504  50,615  (31,496)  323,623 
Office equipment  148,940  10,116  -  159,056 

Total Capital Assets Being         
Depreciated  22,682,769  6,474,223  (34,581)  29,122,411 

Less:  Accumulated depreciation  (12,240,812)  (588,652)  34,581  (12,794,883) 
Net Capital Assets being 

Depreciated  10,441,957  5,885,571  -  16,327,528 
         

Net Capital Assets $ 11,437,961  $ 6,630,721 $ (1,037,243) $ 17,031,439 
 
 
  2015 

  
Balance at 

June 30, 2014  Additions  Deletions  
Balance at 

June 30, 2015 
         
Capital Assets Not Being Depreciated:         

Land $ 138,659 $ - $ - $ 138,659 
Construction in progress  600,116  951,615  (694,386)  857,345 

Total Capital Assets not Being 
Depreciated $ 738,775 $ 951,615 $ (694,386) $ 996,004 

         
Capital Assets Being Depreciated:         

Pumping plant and distribution $ 18,126,643 $ 977,466 $ (2,813) $ 19,101,296 
Building and land improvements  610,415  1,600  -  612,015 
Water development and treatment plant  2,109,903  -  -  2,109,903 
Equipment  402,098  4,013  -  406,111 
Autos and trucks  291,515  49,248  (36,259)  304,504 
Office equipment  86,188  62,752  -  148,940 

Total Capital Assets Being         
Depreciated  21,626,762  1,095,079  (39,072)  22,682,769 

Less:  Accumulated depreciation  (11,781,628)  (498,256)  39,072  (12,240,812) 
Net Capital Assets being 

Depreciated  9,845,134  596,823  -  10,441,957 
         

Net Capital Assets $ 10,583,909 $ 1,548,438 $ (694,386) $ 11,437,961  
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Note 5 - Noncurrent Liabilities: 
 
Noncurrent liabilities consist of the following at June 30: 
 

 2016 

 
Balance at 

June 30, 2015 Additions  Deletions 
Balance at 

June 30, 2016 
Due Within 
One Year 

           
Net pension liability $ 1,185,881 $ 392,864 $ (206,773) $ 1,371,972 $ - 
Compensated absences  127,414  123,877  (119,843)  131,448  94,489 
Customer deposits  229,641  97,300  (57,301)  269,640  - 

 $ 1,542,936 $ 614,041 $ (383,917) $ 1,773,060 $ 94,489 
 

 2015 

 
Balance at 

June 30, 2014 Additions  Deletions 
Balance at 

June 30, 2015 
Due Within 
One Year 

           
Net pension liability $ 1,620,340 $ 210,586 $ (645,045)  1,185,881 $ - 
Compensated absences  129,034  91,590  (93,210)  127,414  91,590 
Customer deposits  150,241  113,700  (34,300)  229,641  - 

 $ 1,899,615 $ 415,876 $ (772,555) $ 1,542,936 $ 91,590 
 
Note 6 - Postemployment Benefits: 
 

Plan Description 
 
The Lakeside Water District administers a single-employer defined benefit healthcare plan (“the Retiree Health 
Plan”).  The plan provides limited full coverage until age 65, and then provides lifetime annual limited 
payments to supplement government Medicare coverage for eligible retirees and their spouses through the 
District’s group health insurance plan, which covers both active and retired members.  Benefit provisions are 
established through negotiations between the District and the bargaining units representing the employees.  
The Retiree Health Plan does not issue a publicly available financial report. 
 
Funding Policy and Annual OPEB Costs 
 
Contribution requirements also are negotiated between the District and the bargaining units.  The District 
contributes 100% of the employees and 50% of spouse’s current-year premiums for eligible retired plan members 
and their spouses. District funded its annual required contribution through its net OPEB asset. 
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Note 6 - Postemployment Benefits: (Continued) 
 

Funding Policy and Annual OPEB Costs (Continued)  
 
The District’s annual other postemployment benefit (OPEB) cost (expense) for the Plan is calculated based on the 
annual required contribution of the District (ARC).  The District has elected to calculate the ARC and related 
information using the alternative measurement method permitted by GASB Cod. Sec. P50.132 “Postemployment 
Benefits Other Than Pension Benefits - Employer Reporting”.  The ARC represents a level of funding that, if 
paid on an ongoing basis, is projected to cover normal costs each year and to amortize any unfunded actuarial 
liabilities (or funding excess) over a period not to exceed thirty years.  The District’s Board of Directors 
established a net OPEB asset in the amount of $287,436 during fiscal year 2010 and has been funding the ARC 
from that asset.   The following table shows the components of the District’s annual OPEB cost, the amount 
actually contributed to the plan, including benefits paid to retirees, and changes in the District’s net OPEB 
obligation (asset) for the years ended June 30: 
 

  2016  2015 
     
Annual required contribution $ 14,631 $ 16,529 
Interest on net OPEB obligation  -  - 
Annual OPEB cost  14,631  16,529 
Contributions made  -  - 
Increase in net OPEB obligation (asset)  14,631  16,529 
Net OPEB obligation (asset) at beginning of year  (168,383)  (184,912) 
Net OPEB obligation (asset) at end of year $ (153,752) $ (168,383) 

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

 

Fiscal Year 
Ended  

Annual OPEB 
Cost  

Percentage of 
Annual OPEB 

Cost Contributed  

Net OPEB 
Obligation 

(Asset) 
       
June 30, 2011 $ 19,582  100% $ (239,417) 
June 30, 2012  19,582  100%  (219,835) 
June 30, 2013  18,394  100%  (201,441) 
June 30, 2014  16,529  100%  (184,912) 
June 30, 2015  16,529  100%  (168,383) 
June 30, 2016  14,631  100%  (153,752) 
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Note 6 - Postretirement Benefits: (Continued) 
 

Funded Status and Funding Progress 
 
The actuarial accrued liability for benefits was $150,270 and $171,033 at June 30, 2016 and 2015, 
respectively, all of which was funded.  The covered payroll (annual payroll of active employees covered by the 
plan) was $609,854 and $568,988 for the years ended June 30, 2016 and 2015, respectively. 
 
Actuarial valuations of 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 trend.  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 multiyear trend information about 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 benefit costs between the employer and plan members to that 
point.  The methods and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in accrued liabilities and the 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 for the covered group, active plan members were assumed 
to retire at age 60, or at 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 were based on mortality tables from the National Center for Health Statistics.  The 
United States Life Tables for Males and for Females were used. 
 
Turnover 

 
Non-group-specific age-based turnover data from GASB Statement 45 were 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 periods the present value of total 
benefits to be paid. 
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Note 6 - Postretirement Benefits: (Continued) 
 
Methods and Assumptions (Continued) 
 

Healthcare Cost Trend Rate 
 

The expected rate of increase in healthcare insurance premiums was based on internal projections.  A rate 
of 3.5% was used. 

 
Health Insurance Premiums 

 
For the year ended June 30, 2016, health insurance premiums were limited to $3,000 as a basis for 
calculating the present value of total benefits to be paid after employees reach the age of 65. 

 
Inflation Rate 

 
The expected long-term inflation assumption of 3.3% was based on recent experience. 

 
Payroll Growth Rate 

 
The expected long-term payroll growth rate was assumed to equal the rate of inflation. 
 
Based on the historical and expected returns of the District’s investment portfolio, a discount rate of 6.73% 
was used.  In addition, a simplified version of 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 June 30, 2010, was thirty years. 

 
Note 7 - Defined Benefit Pension Plan: 
 

General Information About the Pension Plan 
 

Plan Description - All qualified permanent and probationary employees are eligible to participate in the 
Miscellaneous Plan of the Lakeside Water District, (All Plans) a cost-sharing multiple employer defined 
benefit pension plan administered by the California Public Employees’ Retirement System (CalPERS).  
Benefit provisions under the Plans are established by State statute and Local Government 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 on the CalPERS website. 
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Note 7 - Defined Benefit Pension Plan: (Continued) 
 

General Information About the Pension Plan (Continued) 
 

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.  The Plan’s provisions and 
benefits in effect at June 30, 2016, are summarized as follows: 
 

    Miscellaneous 
    Prior to  On or After  
   January 1, 2013 January 1, 2013 
       
Benefit formula    3.0% @ 60  1.5% @ 65 
Benefit vesting schedule    5 years service  5 years service 
Benefit payments  Monthly for life Monthly for life 
Retirement age    50  52 - 67 
Monthly benefits, as a % of eligible compensation  2.0% to 2.5%  1.0% to 2.5% 
Required employee contribution rates    8.00%  4.0% 
Required employer contribution rates    16.161%  3.8% 

 
Contribution Description – Section 20814(c) of the California Public Employees’ Retirement Law (PERL) 
requires that the employer contribution rates for all public employers be determined on an annual basis by the 
actuary and shall be effective on the July 1 following notice of a change in the rate.  The total plan 
contributions are determined through the CalPERS annual actuarial process.  The Plans actuarially determined 
rate is based on the estimated amount necessary to pay the Plan’s allocated share of the risk pool’s costs of 
benefits earned by employees during the year and any unfunded accrued liability.   The employer is required to 
contribute the difference between the actuarially determined rate and the contribution rate of employees.  For 
the measurement period ended June 30, 2015 (measurement date), the active employee contribution rate for 
employees hired prior to January 1, 2013 is 8.0% of annual payroll and the employer’s contribution rate is 
16.161% of annual payroll.  The active employee contribution rate for those employees hired on or after 
January 1, 2013 is 4.0% of annual pay, and the average employer contribution rate is 3.8% of annual payroll.  
Employer contribution rates may change if plan contracts are amended.  It is the responsibility of the employer 
to make necessary accounting adjustments to reflect the impact due to any employer paid member 
contributions or situations where members are paying a portion of the employer contribution. 
 
The District’s contribution to the Plan for the year ended June 30, 2016 were as follows: 
 

Contributions - Employer   $ 142,970 
Contributions - Employee (Paid by Employer)   $ - 
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Note 7 - Defined Benefit Pension Plan: (Continued) 
 

Actuarial Methods and Assumptions Used to Determine Total Pension Liability 
 
For the measurement period ending June 30, 2015 (the measurement date), the total pension liability was 
determined by rolling forward the June 30, 2014 total pension liability determined in the June 30, 2014 
actuarial valuation.  The June 30, 2015 total pension liability was based on the following actuarial methods and 
assumptions: 
 

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

  
Actuarial Assumptions:  

Discount Rate 7.65% 
Inflation 2.75% 
Salary Increases Varies by Entry Age and Service 
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 

 
All other actuarial assumptions used in the June 30, 2014 valuation were based on the results of an actuarial 
experience study for the fiscal years 1997 to 2011, including updates to salary increase, mortality and 
retirement rates.  The Experience Study report can be obtained at CalPERS’ website under Forms and 
Publications. 
 
Change of Assumptions 
 
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% (net of administrative expense in 2014) to 7.65% as of the June 30, 2015 measurement 
date to correct the adjustment which previously reduced the discount rate for administrative expense. 
 
Discount Rate 

 
The discount rate used to measure the total pension liability was 7.65%.  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 of the plans, the test revealed that the assets would not run out.  Therefore, the current 
7.65% discount rate is appropriate and the use of the municipal bond rate calculation is not deemed 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 obtained on CalPERS’ website under the GASB 68 section. 
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Note 7 - Defined Benefit Pension Plan: (Continued) 
 

Discount Rate (Continued) 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class. 
 
In determining the long-term expected rate of return, staff 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 on 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 
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 the 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. 
 

  Current Target  Real Return  Real Return 
Asset Class  Allocation  Years 1 - 101  Years 11 + 2 

       
Global Equity  51.0%  5.25%  5.71% 
Global Fixed Income  19.0  0.99  2.43 
Inflation Sensitive  6.0  0.45  3.36 
Private Equity  10.0  6.83  6.95 
Real Estate  10.0  4.50  5.13 
Infrastructure and Forestland  2.0  4.50  5.09 
Liquidity  2.0  (0.55)  (1.05) 

 
1 An expected inflation of 2.5% used for this period. 
2 An expected inflation of 3.0% used for this period. 
 
Allocation of Net Pension Liability and Pension Expense to Individual Employers 
 
The following table shows the District’s proportionate share of the net pension liability over the measurement 
period. 

  Increase (Decrease) 
  Total Pension  Plan Fiduciary  Net Pension 
  Liability  Net Pension   Liability 
  (a)  (b)  (c) = (a) - (b) 

       
Balance at June 30, 2014 $ 6,987,586 $ 5,801,705 $ 1,185,881 
Balance at June 20, 2015  7,349,646  5,977,674  1,371,972 
Net Changes During 2014 - 2015 $ 362,060 $ 175,969 $ 186,091 
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Note 7 - Defined Benefit Pension Plan: (Continued) 
 

Allocation of Net Pension Liability and Pension Expense to Individual Employers (Continued) 
 
The net pension liability of the plan is measured as of June 30, 2015, and the total pension liability for the plan 
used to calculate the net pension liabilities was determined by an actuarial valuation of June 30, 2014 rolled 
forward to June 30, 2015 using standard update procedures.  The proportion of the net pension liability was 
based on a projection of the District’s long-term share of contributions to the pension plans relative to the 
projected contributions of all participating employers, actuarially determined.  The District’s proportionate 
share of the net pension liability for the plan as of June 30, 2014 and 2015 was as follows: 
 

  Miscellaneous 
   
Proportion - June 30, 2014  0.047982% 
Proportion - June 30, 2015  0.053885% 
Change - Increase (Decrease)  0.005903% 

 
Sensitivity of the Net Pension Liability to Changes in the Discount Rate 
 
The following presents the net pension liability of the Plan as of the Measurement Date, calculated using the 
discount rate of 7.65%, as well as what the net pension liability would be if it were calculated using a discount 
rate that is 1 percentage-point lower (6.65%) or 1 percentage-point higher (8.65%) than the current rate: 
 

  Discount Rate  Current Discount  Discount Rate 
  -1% (6.65%)  Rate (7.65%)  +1% (8.65%) 

       
Plan’s Net Pension Liability $ 2,372,896 $ 1,371,972 $ 545,593 

 
Amortization of Deferred Outflows and Deferred Inflows of Resources 
 
Under GASB 68, actuarial gains and losses related to changes in total pension liability and fiduciary net 
position are recognized in pension expense systematically over time. 
 
The first amortized amounts are recognized in pension expense for the year the gain or loss occurs.  The 
remaining amounts are categorized as deferred inflows and deferred outflows to be recognized in future 
pension expense. 
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Note 7 - Defined Benefit Pension Plan: (Continued) 
 

Amortization of Deferred Outflows and Deferred Inflows of Resources (Continued) 
 
The amortization period differs depending on the source of the gain or loss: 
 
Net difference between projected and actual earnings 
on pension plan investment 

 
5 year straight-line amortization 

   
All other amounts  Straight-line amortization over the expected 

remaining service lifetime (EARSL) of all 
members that are provided with pensions 
(active, inactive, and retired) as of the 
beginning of the measurement period 

 
The Net Difference Between Projected and Actual Investment Earnings on Pension Plan Investments is 
amortized over a five-year period on a straight-line basis.  One-fifth is recognized in pension expense during 
the measurement period, and the remaining Net Difference Between Projected and Actual Investment Earnings 
on Pension Plan Investments at the measurement date is to be amortized over the remaining four-year period.  
The Net Difference Between Projected and Actual Investment Earnings on Pension Plan Investments in the 
Schedule of Collective Pension Amounts represents the unamortized balance relating to the current 
measurement period and the prior measurement period on a net basis. 
 
Deferred outflows of resources and deferred inflows of resources relating to Differences Between Expected 
and Actual Experience, Changes of Assumptions and employer-specific amounts should be amortized over the 
EARSL of members provided with pensions through the Plan.  The EARSL for the Plan for the June 30, 2015 
measurement date is 3.8 years, which was obtained by dividing the total services years by the total number of 
participants (active, inactive, and retired) in the Plan.  Inactive employees and retirees have remaining service 
lifetimes equal to 0.  Total future service is based on the members’ probability of decrementing due to an event 
other than receiving a cash refund. 
 
Pension Expense and Deferred Outflows and Deferred Inflows of Resources Related to Pensions 
 
For the year ended June 30, 2016, the District recognized a pension expense of $120,632 for the Plan.  As of 
June 30, 2016, the District reports deferred outflows of resources and deferred inflows of resources related to 
pensions as follows: 
 

  Deferred Outflow  Deferred Inflows  
  of Resources  of Resources 
     
Pension contributions subsequent to the measurement date $ 142,970 $ - 
Differences between actual contributions made and proportionate 
share of contributions  -  105,270 
Differences between expected and actual experience  6,623  - 
Changes of assumptions  -  62,663 
Net difference between projected and actual earnings on pension plan 
investments  -  31,414 
Adjustment due to difference in proportions  -  58,822 

Total $ 149,593 $ 258,169 
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Note 7 - Defined Benefit Pension Plan: (Continued) 
 

Pension Expense and Deferred Outflows and Deferred Inflows of Resources Related to Pensions 
(Continued) 
 
The $142,970 reported as deferred outflows of resources related to 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 and deferred inflows of resources in the previous chart will 
be recognized in future pension expense as follows: 
 

   Deferred 
Measurement Period   Outflows/(Inflows) 

Ended June 30   of Resources 
    

2016  $ (65,783) 
2017   (65,783) 
2018   (112,127) 
2019   (7,853) 

Total  $ (251,546) 
 

Note 8 - Commitments and Contingencies: 
 

Contracts 
 
The Lakeside Water District has entered into various contracts for the purchase of material and construction of 
capital assets.  The amounts contracted are based on the contractor’s estimated cost of construction.  At June 
30, 2016, the total unpaid amount on these contracts is approximately $89,479. 
 
Litigation 
 
Legal claims and lawsuits arise from time to time in the normal course of business which, in the opinion of 
management, will have no material effect on the Lakeside Water District’s financial position. 
 

Note 9 - New Governmental Accounting Standards: 
 

GASB No. 68 
 
In June 2012, the Governmental Accounting Standards Board issued Statement No. 68, “Accounting and 
Financial Reporting for Pensions”.  This pronouncement is effective for periods beginning after June 15, 2013.  
This pronouncement establishes accounting and financial reporting requirements related to pensions for 
governments whose employees are provided with pensions through pension plans, as well as for nonemployer 
governments that have a legal obligation to contribute to those plans. The effects of this pronouncement on the 
financial statements of the District resulted in a reduction in net position at June 30, 2014. 
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Note 9 - New Governmental Accounting Standards: (Continued) 
 

GASB No. 71 
 

In November 2013, The Governmental Accounting Standards Board issue Statement No. 71, “Pension 
Transition for Contributions Made Subsequent to the Measurement Date – An Amendment of GASB 
Statement No. 68.  This pronouncement is effective simultaneously with the implementation of Statement 68.  
This statement amends paragraph 137 of Statement 68 to require that, at transition, a government recognize a 
beginning deferred outflow of resources for its pension contributions, if any, made subsequent to the 
measurement date of the beginning net pension liability.   The effects of this pronouncement on the financial 
statements of the District are included in the explanation of GASB 68 above. 
 
 
GASB No. 72 

 
In February 2015, The Governmental Accounting Standards Board issued Statement No. 72, “Fair Value 
Measurement and Application.”  This pronouncement provides guidance for determining fair value 
measurement for financial reporting purposes and provides guidance for applying fair value to certain 
investments and disclosures related to all fair value measurements.  Governments are required to use valuation 
techniques that are appropriate under the circumstances and for which sufficient data is available to measure 
fair value.  Required disclosures include the level of fair value hierarchy and valuation techniques and should 
be organized by type of asset or liability.  This pronouncement is effective for financial statements for periods 
beginning after June 15, 2015.  Earlier application is encouraged.  This pronouncement did not have a material 
effect on the financial statements of the District in the year of implementation. 
 
GASB No. 73 

 
In June 2015, The Governmental Accounting Standards Board issued Statement 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 Statements 67 and 68.”    This pronouncement establishes 
requirements for defined benefit pension plans that are not with the scope of Statement No. 68, as well as 
assets accumulated for purposes of providing those pensions.   It establishes requirements for defined 
contribution pension plans that are not within the scope of Statement No. 68 and amends certain provisions of 
Statement No. 67.  The pronouncement extends the approach to accounting and financial reporting established 
in Statement 68 to all pensions with modifications as necessary to reflect that for accounting and financial 
reporting purposes, any assets accumulated for pensions that are provided through pension plans that are not 
administered through trusts that meet the criteria specified in Statement 68 should not be considered pension 
plan assets.  It also requires that information similar to that required by Statement 68 be included in the notes 
and required supplementary information by all similarly situated employers and nonemployer contributing 
entities.   The requirements of this statement addressing accounting and financial reporting for employers that 
are not within the scope of GASB 68 are effective for financial statements for fiscal years beginning after June 
15, 2016.  All other provisions are effective for periods beginning after June 15, 2015.  This pronouncement is 
not anticipated to have a material effect on the financial statements of the District. 
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Note 9 - New Governmental Accounting Standards: (Continued) 
 
GASB No. 74 

 
In June 2015, the Governmental Accounting Standards Board issued Statement No. 74, “Financial Reporting 
for Postemployment Benefit Plans Other than Pension Plans.”   This pronouncement improves the usefulness 
of information about postemployment benefits other than pensions (other postemployment benefits or OPEB) 
included in the general purpose external financial reports of state and local governmental OPEB plans for 
making decisions and assessing accountability.  This pronouncement replaces Statement No. 42 and Statement 
No. 57.  It also includes requirements for defined contributions OPEB plans that replace the requirements for 
those OPEB plans in Statement No.25, Statement No. 43 and Statement No. 50. This pronouncement 
establishes new accounting and financial reporting requirements for governments whose employees are 
provided with OPEB, as well as for certain nonemployer governments that have a legal obligation to provide 
financial support for OPEB provided to the employees of other entities.  This pronouncement is effective for 
financial statements for fiscal years beginning after June 15, 2016.  Earlier application is encouraged.  The 
District has not yet determined the effects of this pronouncement on the financial statements of the District in 
the year of implementation. 
 
GASB No. 75 
 
In June 2015, the Government Accounting Standards Board issued Statement No. 75, “Accounting and 
Financial Reporting for Postemployment Benefits Other Than Pension”.  This pronouncement replaces the 
requirements of Statement No. 45, and Statement No. 57.  Statement No 74 establishes new accounting and 
financial reporting requirements for OPEB plans.  This pronouncement addresses accounting and financial 
report for OPEB that is provided to the employees of state and local governmental employers.  It also 
establishes standards for recognizing and measuring liabilities, deferred outflows of resources, deferred 
inflows of resources, and expense/expenditures.  For define benefit OPEB, this pronouncement identifies the 
methods and assumptions that are required to be used to project benefit payments, discount projected benefit 
payments to their actuarial present value, and attribute that present value to periods of employee service.  This 
pronouncement also addresses note disclosure and required supplementary information about defined benefit 
OPEB.  This Statement is effective for financial statements for fiscal years beginning after June 15, 2017.  
Earlier application is encouraged.  The District has not yet determined the effects of this pronouncement on the 
financial statements of the District in the year of implementation. 
 
GASB No. 76 
 
In June 2015, the Government Accounting Standards Board issued Statement No. 76, “The Hierarchy of 
Generally Accepted Accounting Principles for State and Local Governments”. The objective of this 
pronouncement is to identify in the context of the current governmental financial reporting environment the 
hierarchy of generally accepted accounting principles (GAAP).  This pronouncement reduces the GAAP 
hierarchy to two categories of authoritative GAAP and addresses the use of authoritative and nonauthoritative 
literature in the event that the accounting treatment for a transaction or other event is not specified within a 
source of authoritative GAAP.  This pronouncement supersedes Statement No. 55.  The requirement of this 
pronouncement are effective for financial statements for period beginning after June 15, 2015 and should be 
applied retroactively.  This pronouncement did not have a material effect on the financial statements of the 
District in the year of implementation. 
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Note 9 - New Governmental Accounting Standards: (Continued) 
 
GASB No. 77 
 
In August 2015, the Governmental Accounting Standards Board issued Statement No. 77, “Tax Abatement 
Disclosures”.  This pronouncement requires disclosure of tax abatement information about a reporting 
government’s own tax abatement agreements and those that are entered into by other governments and that 
reduce the reporting government’s tax revenues.  This pronouncement requires governments that enter into tax 
abatement agreements to disclose brief descriptive information, such as the tax being  abated, the authority 
under which tax abatements are provided, eligibility criteria, the mechanism by which taxes are abated, 
provisions for recapturing abated taxes, and the types of commitments made by tax abatement recipients, the 
gross dollar amount of taxes abated during period and commitments made by a government, other than to abate 
taxes, as part of a tax abatement agreement.  The requirements of this Statement are effective for financial 
statements for periods beginning after December 15, 2015.  Earlier application is encouraged.  The District has 
not yet  determined the effects of this pronouncement on the financial statements of the District in the year of 
implementation. 
 
GASB No. 78 
 
In December 2015, the Governmental Accounting Standards Board issued Statement No. 78, “Pensions 
Provided Through Certain Multiple-Employer Defined Benefit Pension Plan”.  This pronouncement amends 
the scope and applicability of Statement No. 68 to exclude pensions provided to employees of state or local 
governmental employers through a cost-sharing multiple-employer defined benefit pension plan that is not a 
state or local government pension plan, that is used to provide defined benefit pensions both to employees of 
state or local governmental employers and to employers, and that has no predominant state or local 
governmental employer (either individually or collectively with other state or local governmental employers 
that provide pensions through the pension plan).  This Pronouncement establishes requirements for recognition 
and measurement of pension expense, expenditures, and liabilities; note disclosures; and required 
supplementary information for pensions that have the characteristics described above.  The requirements of 
this Pronouncement are effective for reporting periods beginning after December 15, 2015.  Earlier application 
is encouraged. The District has not yet determined the effects of this pronouncement on the financial 
statements of the District in the year of implementation. 
 
GASB No. 79 
 
In December 2015, the Governmental Accounting Standards Board issued Statement No. 79, “Certain External 
Investment Pools and Pool Participants”.  This pronouncement addresses accounting and financial reporting 
for certain external investment pools and pool participants.  Specifically, it establishes criteria for an external 
investment pool to qualify for making the election to measure all of its investments at amortized cost for 
financial reporting purposes.  This pronouncement establishes additional note disclosure requirements for 
qualifying external investment pools that measure all of their investments at amortized cost for financial 
reporting purposes and for governments that participate in those pools.  The requirement of this 
pronouncement are effective for reporting periods beginning after June 15, 2015 except for certain provisions 
on portfolio quality, custodial credit risk, and shadowing pricing.  Those provisions are effective for reporting 
periods beginning after December 15, 2015.  Earlier application is encouraged.  This pronouncement did not 
have a material effect on the financial statements of the District in the year of implementation. 
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Note 9 - New Governmental Accounting Standards: (Continued) 
 
GASB No. 80 
 
In January 2016, the Government Accounting Standards Board issued Statement No. 80, “Blending 
Requirements for Certain Component Units - an amendment of GASB Statement No. 14”.  This 
pronouncement amends the blending requirements for the financial statement presentation of component units 
of all state and local governments.  The additional criterion requires blending of a component unit incorporated 
as a not-for-profit corporation in which the primary government is the sole corporate member.  The additional 
criterion does not apply to component units including in the financial reporting entity pursuant to the provision 
of Statement No. 39.  The requirements of this pronouncement are effective for reporting period beginning 
after June 15, 2016.  Earlier application is encouraged.  The District has not yet determined the effects of this 
pronouncement on the financial statements of the District in the year of implementation. 
 
GASB No. 81 
 
In March 2016, the Governmental Accounting Standards Board issued Statement No. 81, “Irrevocable Split-
Interest Agreements”.  This Pronouncement requires that a government that receives resources pursuant to an 
irrevocable split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the 
inception of the agreement.  Furthermore, this Pronouncement requires that a government recognize assets 
representing its beneficial interests in irrevocable split-interest agreements that are administered by a third 
party, if the government controls the present service capacity of the beneficial interests.  This Pronouncement 
requires that a government recognize revenue when the resources become applicable to the reporting period.  
The requirements of this Pronouncement are effective for financial statements for period beginning after 
December 15, 2016, and should be applied retroactively.  Earlier application is encouraged.  The District has 
not yet determined the effects of this pronouncement on the financial statements of the District in the year of 
implementation. 
 
GASB No. 82 
 
In March 2016, the Governmental Accounting Standards Board issued Statement No. 82, “Pension Issues - an 
amendment of GASB Statements No. 67, No. 68, and No. 73”.  This Pronouncement addresses issues 
regarding the presentation of payroll-related measures in required supplementary information, the selection of 
assumptions and the treatment of deviations from the guidance in an Actuarial Standard of Practice for 
financial reporting purposes, and the classification of payments made by employers to satisfy employee (plan 
member) contribution requirements.  This Pronouncement amends Statements 67 and 68 to instead require the 
presentation of covered payroll, defined as the payroll on which contributions to a pension plan are based, and 
ratios that use that measure.  The requirements of this Pronouncement are effective for reporting periods 
beginning after June 15, 2016, except for the requirements of this Statement for the selection of assumptions in 
a circumstance in which an employer’s pension liability is measured as of a date other than the employer’s 
most recent fiscal year-end.  In that circumstance, the requirements for the selection of assumptions are 
effective for that employer in the first reporting period in which the measurement date of the pension liability 
is on or after June 15, 2017.  Earlier application is encouraged.  The District has not yet determined the effects 
of this pronouncement on the financial statements of the District in the year of implementation. 
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Actuarial 
Valuation 

Date  

Actuarial 
Value of 
Assets  

Actuarial 
Accrued 
Liability 
(AAL) 

Simplified 
Entry Age  

Unfunded 
AAL 

(UALL)  
Funded  
Ratio  

Covered 
Payroll  

UAAL as a 
Percentage of 

Covered 
Payroll 

             
June 30, 2010 $ 287,436 $ 287,436 $ -  100% $ 653,279  - 
June 30, 2011  356,382  194,443  -  100%  716,375  - 
June 30, 2012  353,824  194,443  -  100%  734,732  - 
June 30, 2013  384,634  181,034  -  100%  587,309  - 
June 30, 2014  377,643  171,033  -  100%  675,886  - 
June 30, 2015  428,320  171,033  -  100%  702,466  - 
June 30, 2016  421,894  150,270  -  100%  753,349  - 
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  Measurement  Measurement 
  Date  Date 
  June 30, 2015  June 30, 2014 
     
Proportion of the Collective Net Pension Liability  0.053885%  0.047982% 
     
Proportionate Share of the Collective Net Pension Liability $ 1,371,972 $ 1,185,881 
     
Covered-Employee Payroll $ 702,446 $ 650,738 
     
Proportionate Share of the Collective Net Pension Liability as Percentage of 
Covered-Employee Payroll 

 
195.31% 

 
182.24% 

     
Plan Fiduciary Net Position as a Percentage of the Total Pension Liability  81.33%  83.03% 

 
Notes to Schedule: 
 
Benefit Changes - The figures above do not include any liability impact that may have resulted from plan 
changes which occurred after the June 30, 2014 valuation date.  This applies for voluntary benefit changes as well 
as any offers of Two Years Additional Service Credit (aka Golden Handshakes). 
 
Changes in Assumptions - The discount rate was changes from 7.5 percent (net of administrative expense) to 
7.65 percent to correct for an adjustment to exclude administrative expense. 
 
 
*Fiscal year 2015 was the first year of implementation, therefore only two years are shown. 
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  Fiscal Year  Fiscal Year 
  2015 - 2016  2014 - 2015 
     
Actuarial Determined Contribution $ 142,970 $ 105,043 
Contributions in Relation to the Actuarially Determined Contribution  142,970  105,043 
Contribution Deficiency (Excess) $ - $ - 
     
Covered Payroll $ 753,349 $ 702,466 
     
Contributions as a Percentage of Covered-Employee Payroll  18.98%  14.95% 

 
Notes to Schedule: 
 
Fiscal Year End  June 30, 2016  June 30, 2015 
Valuation Date  June 30, 2013  June 30, 2012 

 
Methods and assumptions used to determine contribution rates: 
 

Actuarial Cost Method  Entry Age  Entry Age 
Amortization Method  Level Percent of Payroll  Level Percent of Payroll 
Asset Valuation Method  Market Value  Market Value 
Discount Rate  7.50%  7.50% 
Projected Salary Increase  3.30% to 14.20% depending on Age, 

Service, and type of employment  
3.30% to 14.20% depending on Age, 
Service, and type of employment 

Inflation  2.75%  2.75% 
Payroll Growth  3.00%  3.00% 
Individual Salary Growth  A merit scale varying by duration of 

employment coupled with an assumed 
annual production inflation growth of 
0.25%  

A merit scale varying by duration of 
employment coupled with an assumed 
annual production inflation growth of 
0.25% 

 
*Fiscal year 2015 was the first year of implementation; therefore, only two years are shown. 
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