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INDEPENDENT AUDITOR’S REPORT 
 
To the Board of Directors 
Central Marin Sanitation Agency 
San Rafael, California 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the business-type activities of the Central 
Marin Sanitation Agency (the “Agency"), as of and for the year ended June 30, 2013, and the related 
notes to the financial statements, which collectively comprise Agency’s basic financial statements as 
listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
The Agency’s management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility  
 
Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America, the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, and the State Controller's Minimum Audit 
Requirements for California Special Districts. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the Agency’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 Agency’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of business-type activities of the Central Marin Sanitation Agency, as of 
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June 30, 2013, and the respective changes in financial position and, where applicable, cash flows 
thereof for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
Other Matters  
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and schedule of funding progress for the retiree health benefit 
plan, as listed in the table of contents, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance.  
 
Other Information 
 
As discussed in Note 1 to the financial statements, the Agency adopted the provisions of GASB 
Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of 
Resources, and Net Position, and GASB Statement No. 65, Items Previously Reported as Assets and 
Liabilities, effective July 1, 2012. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated September 
28, 2013 on our consideration of the Agency’s internal control over financial reporting and on our tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the Agency’s internal 
control over financial reporting and compliance.  
 

 
 
September 28, 2013 
San Jose, California 
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This section of the Agency's Independent Audit Report presents management's discussion and 
analysis of the Agency's financial performance during the fiscal year ended June 30, 2013.  It is 
intended to serve as an overview to the Agency’s required financial statements.  Please read it in 
conjunction with Agency's financial statements and accompanying notes, which follow this 
section. 
 
ORGANIZATION AND BUSINESS 
 
Central Marin Sanitation Agency (CMSA) is a regional wastewater treatment agency that serves 
the residents, businesses, and governmental institutions including the large San Quentin State 
Prison in central Marin County.  The area served by CMSA includes portions of the City of San 
Rafael, the City of Larkspur, the Towns of Corte Madera, Fairfax, Ross, San Anselmo and the 
unincorporated areas of Ross Valley.  For the Fiscal Year 2012-13 (FY 13) reporting period, the 
Agency provided services to 48,106 equivalent dwelling units with an approximate population of 
120,000 in the service area. 
 
In the 1970's, central Marin County had four small wastewater treatment plants whose operations 
were not able to meet the stringent new requirements of the 1972 Clean Water Act.  Accordingly, 
the four local agencies that provided wastewater treatment services, San Rafael Sanitation 
District (SRSD), Sanitary District No. 1 of Marin County (SD1), Sanitary District No.2 of Marin 
County (SD2), and the City of Larkspur entered into a joint powers agreement (JPA) in October 
1979 to create a separate governmental entity, the Central Marin Sanitation Agency (CMSA), to 
oversee the construction and operation of a regional wastewater treatment facility.  The State of 
California’s San Quentin State Prison chose not to join the JPA.  The Agency's facilities were 
constructed at a cost of $84 million and funded by federal (75%) and state (12.5%) clean water 
grants and local shares (12.5%) from the four local agencies and San Quentin State Prison. 
 
The CMSA wastewater treatment facility became operational in January 1985.  The treated 
wastewater discharged into central San Francisco Bay as clean effluent consistently meets and 
exceeds all Federal, State, and regional regulatory requirements.  Since that time, CMSA has 
successfully carried out its mission of protecting public health and the environment through the 
planning, administration and coordination of wastewater services throughout central Marin 
County. Additionally, CMSA provides other services that benefit its customers and the 
environment through 1) participating in federal pretreatment and regional pollution prevention 
programs, 2) serving as the lead agency for administering a comprehensive safety program for 
several wastewater agencies in the county, 3) managing a countywide public educational  
program and 4) providing collection system maintenance, source control, and other services 
under contract to several local agencies in the county. 
 
The Agency's governing body, a Board of Commissioners (Board), consists of individuals 
appointed by the JPA agencies.  San Rafael Sanitation District and Sanitary District No. 1 of 
Marin County each have two members on the Commission while the City of Larkspur and 
Sanitary District No. 2 of Marin County each have one member. The six-member Board sets 
policy for the Agency.  The Board appoints the General Manager and Treasurer/Controller who 
serve at the pleasure of the Board.  The General Manager is the chief administrative officer 
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responsible for Agency operations and long-term planning in accordance with the Board's 
policies and approved budget.  The Treasurer/Controller is charged with overall financial 
responsibility in accordance with established Agency policies. 
 
FINANCIAL HIGHLIGHTS  
 
The Agency's FY 2012-13 financial highlights are listed below and the changes indicated are 
in relation to the FY 2011-12 audited financial statements1.  These results are also discussed in 
more detail later in the report. 
 

 The total ending Net Position increased by $263,632 from FY 2011-12 to FY 2012-13 to 
$51.93 million. The main contributors to the increase in Net Position include: 

 
o Reductions in restricted cash from FY 2011-12 associated with the use of revenue 

bond proceeds for capital acquisition, and 
o Reduction in Agency liabilities by $1.955 million to retire outstanding debt. 

 
 Total revenues (operating and non-operating) increased by $517,328 from FY 2011-12 to 

$15.76 million in FY 2012-13.  The primary increase in revenues was in contract 
maintenance revenues resulting from CMSA entering into a waste water treatment 
contract with San Quentin State Prison on July 1, 2012. 
 

 Total expenses (operating and non-operating) increased by $529,856 from FY 2011-12 to 
FY 2012-13.  The main increase in expense was from salaries and benefits and repairs 
and maintenance which were offset by decreases in plant operations and general 
administration.  

 
 Capital contributions-capacity charges increased by $876,677 to $970,596 from FY 2011-

12 to FY 2012-13.  There were a total of 184 new sewer connections in the service area 
during FY 2012-13 compared to 15 new connections in FY 2011-12.  The increase was 
due to a new multi-phase 169 unit condominium development which is unusual within 
the service area.   

 
 
  

                                                 
1  The Agency’s FY 2012-13 audited financial statements are available at http://cmsa.us/finance/budget 
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OVERVIEW OF THE FINANCIAL STATEMENTS  
 
This financial report includes the Management's discussion and analysis report, the independent 
auditor’s report and the basic financial statements of the Agency.  The financial statements also 
include notes that explain the information in the financial statements in more detail.  
 
BASIC FINANCIAL STATEMENTS  
 
The Financial Statements of the Agency report information about the Agency’s accounting 
methods similar to those used by private sector companies.  These statements have been prepared 
and audited using generally acceptable accounting standards.  These required statements offer 
short-term and long-term financial information about the Agency’s activities and are often used 
to assess the financial position and health of the organization. 
 
The Statement of Net Position (formerly Statement of Net Assets) includes all of the Agency’s 
assets, deferred outflow of resources, liabilities, and deferred inflow of resources and provides 
information about the nature and amounts of investments in resources and obligations to 
creditors.  It also provides the basis for evaluating the capital structure of the Agency. 
 
The Statement of Revenues, Expenses and Changes in Net Position accounts for all revenues and 
expenses during the reporting period.  This statement reflects the result of Agency operations 
over the past year as well as non-operating revenues, expenses and contributed capital. 
 
The Statement of Cash Flows provides information on the Agency’s cash receipts and cash 
payments during the reporting period.  The statement reports cash receipts, cash payments, and 
net changes in cash resulting from operational, capital and investing activities.  It also identifies 
the source and uses for the cash and changes in the cash balances. 
 
FINANCIAL ANALYSIS OF THE AGENCY 
 
One of the most important questions asked about the Agency’s finances is whether or not the 
Agency’s overall financial position has improved or deteriorated.  The Statement of Net Position 
and the Statement of Revenues, Expenses and Changes in Net Position report information about 
the Agency’s activities in a way that will help answer this question.  These two statements report 
the net position of the Agency and changes in them.  The difference between assets, deferred 
outflows of resources, liabilities and deferred inflows of resources (net position) is one way to 
measure financial health or financial position. Over time, increases or decreases in the Agency’s 
net position is one of many indicators to ascertain if its financial health is improving or 
deteriorating.  Other factors to consider include changes in economic conditions, population 
growth, and new or changed legislation. 
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NET POSITION STATEMENT ANALYSIS 
 

Table 1 – Summary of Net Position 

 
Net position increased by $263,632 to $51.93 million from FY 2011-12 to FY 2012-13 as 
follows: 

 
 Total current assets increased by $1,269,462.  The Agency unexpectedly received 

approximately $1M in capital contribution capacity charges and there also was an 
increase in accounts receivable for the month of June for contract services billed in early 
July.  Noncurrent assets decreased by $2.64 million mostly because of decreases in 
noncurrent restricted cash and investments, net of capital asset additions. 

 
 Current liabilities (obligations due within 12 months) increased by $468,305.  The net 

increase is due primarily to increases in construction related payables.  Additional 
information can be found in Note #4 to the Financial Statements-Plant and Facilities. 

 
 Non-current (long-term) liabilities decreased by $2.1 million.   Long-term liabilities are 

reduced each year as each series on the outstanding Revenue Bonds reach maturity and 
the principal amount is paid back to the bondholders.  Additional information on the 
Agency's non-current liabilities can be found in Note #5-Long-Term Obligations. 

 
By far the largest portion of the Agency's net position reflects its investment in capital assets 
(e.g. land, buildings, machinery, equipment, and vehicles) less any related debt used to acquire 
those assets that is still outstanding.  The Agency uses these capital assets to provide treatment 
services for the residents and businesses in its service area.  Consequently, these assets are not 
available for future spending.  Although the Agency's investment in its capital assets is reported 
net of debt, it should be noted that the resources needed to repay this debt must be provided 
from other sources since the capital assets themselves cannot be used or sold to liquidate 

Fiscal Year Fiscal Year Dollar Percent
 2012-13 2011-12 Change Change
Assets
Current Assets 15,938,587$       14,669,125$       1,269,462$     8.7%
Noncurrent Assets 99,565,699 102,204,000 (2,638,301)      -2.6%
Total Assets 115,504,286$     116,873,125$     (1,368,839)$   -1.2%

  
Liabilities   
Current Liabilities 5,120,524$         4,652,219$         468,305$        10.1%
Noncurrent Liabilities 58,453,212 60,553,988 (2,100,776)      -3.5%
Total Liabilities 63,573,736$       65,206,207$       (1,632,471)$   -2.5%

   
Net Position   
Net Investment in Capital Assets 38,592,778$       39,015,640$       (422,862)$       -1.1%
Unrestricted 13,337,772         12,651,278         686,494          5.4%
Total Net Position 51,930,550$       51,666,918$       263,632$        0.5%
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Agency liabilities.  The remaining balance of unrestricted net position may be used to meet the 
Agency's ongoing obligations to its customers and creditors. 
 
REVENUES, EXPENSES AND CHANGE IN NET POSITION STATEMENT ANALYSIS 
 

Table 2 – Change in Net Position 

 
The statement of revenues, expenses and changes in net position reflects the Agency's 
operating and non-operating revenues by major sources, operating and non-operating expenses 
by categories and capital contributions.  The Agency's total net position increased by $263,632 
during FY 2012-13 as follows: 
 

 Total operating revenues increased by $529,037. 
 

Service charges decreased by $300,952 when in FY 2012-13 the State of California 
entered into a contract directly with CMSA to provide wastewater services to San 
Quentin State Prison (SQSP).  Prior to this change, the service charges for SQSP were 
paid by Sanitary District No. 1 of Marin County. 
 
Contract maintenance revenues increased by $815,813 due to a new waste services 
contract between CMSA and San Quentin State Prison. 
 

Fiscal Year Fiscal Year Dollar Percent
2012-13 2011-12 Change Change

Operating Revenues:
Service Charges 14,095,054$     14,396,006$     (300,952)$      -2.09%
Contract maintenance revenues 1,112,190         296,377            815,813          275.26%
Other operating revenue 403,170            388,994            14,176            3.64%
Total operating revenue 15,610,414       15,081,377       529,037          3.51%
Non-operating Revenues:
Interest and investment income 102,856            65,417               37,439            57.23%
Other non-operating revenues 46,773 113,436 (66,663)           -58.77%
Total non-operating revenues 149,629            178,853            (29,224)           -16.34%
Total Revenues 15,760,043       15,260,230       499,813          3.28%
Expenses:
Operating Expenses 13,582,756 13,059,540       523,216          4.01%
Non-operating expenses 2,709,871 2,720,746 (10,875)           -0.40%
Total Expenses 16,292,627       15,780,286       512,341          3.25%
Income before Capital Contributions (532,584)           (520,056)           (12,528)           2.41%
Capital contributions - capacity charges 970,596 93,919 876,677          933.44%
Change in net position 438,012            (426,137)           864,149          -202.79%
Net position - beginning 51,666,918       50,938,362       728,556          1.43%
Prior period adjustment (174,380)           1,154,693         (1,329,073)     -115.10%
Net position - ending 51,930,550$     51,666,918$     263,632$        0.51%
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Other operating revenues increased by $14,176 due to increased permit and inspection 
fees and increased safety and countywide education program revenues. 
 

 Total non-operating revenues decreased by $29,224. 
 

Interest income increased by $37,439 which resulted from the reclassification of the 
bond premium amortization from interest expense to interest income and slightly better 
returns on investments as the economy improves in the state of California. 
 
Other non-operating revenues decreased by $66,663 from the prior year because in 
2011-12 the Agency received a one-time reimbursement from the California Sanitation 
Risk Management Authority for legal expenses incurred by the Agency in FY 2010-11. 
 

 Operating expenses increased by $523,216.  The most significant changes in operating 
expenses from FY 2011-12 to 2012-13 were from salaries and benefits and repairs and 
maintenance.  Salaries and benefits increased by $381,418 due to cost of living salary 
adjustments, increased retirement employer pension contributions and increased medical 
premiums.  Repairs and maintenance increased by $323,814 due primarily to 
maintenance projects performed on treatment plant equipment. 
 

 Non-operating expenses decreased $10,875 due primarily to a reduction in interest 
expenses on the 2006 Series Revenue Bonds.  Interest expense will decrease as the 
amount of outstanding debt is paid off each year. 
 

 Capital contributions- capacity charges increased by $876,677.  During FY 2012-13 
there was a 2.1% increase in the capacity charge for new sewer service connections and 
a total of 184 new connections.  There were only 15 new connections in FY 2011-12. 
 

 Prior period adjustment – decreased by $1,329,073.  The Agency simultaneously 
implemented GASB 65 with GASB 63, two new Government Accounting Standards 
Board statements, as of July 1, 2012.  This has resulted in a $(174,380) change in net 
position to expense 2006 Series Revenue Bond debt issuance costs.  Additional 
information on implementing new accounting pronouncements can be found in Note #2 
Summary of Significant Accounting Policies. 

 
CAPITAL ASSETS  
 
The Agency’s investment in capital assets as of June 30, 2013 totaled $90,968,269 net of 
accumulated depreciation.  This investment in capital assets includes land and land 
improvements, wastewater treatment facilities, wastewater disposal facilities, general plant and 
administrative facilities and construction-in-progress.  During FY 2012-13, the Agency 
acquired $3.95 million and depreciated $3.5 million in capital assets.  The total net increase in 
the Agency’s investment in capital assets was $0.45 million or 0.49%. 
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Table 3 – Summary of Net Investment in Capital Assets 

 
Net capital assets increased by $0.45 million.  The Agency added $0.62 million to plant and 
facility assets which was offset by a $3.5 million increase in accumulated depreciation of 
existing capital assets.  Construction-in-process increased by $3.3 million (before transfers of 
$575,000) and overall capital assets increased by $3.5 million.   
 
Major capital asset transactions and amounts (net of capitalized salaries) during FY 2012-13 include 
the following: 
 

 Capitalized salary and benefit expenses for staff time spent on construction projects 
($386,866) 

 Completed work on the Concrete Corrosion Inspection Project ($170,591) 
 Completed work on the Primary Clarifier Improvements Project ($239,239) 
 Continued work on the Aeration Blower Replacement Project ($137,413) 
 Continued work on the Digester Improvements/FOG Facility Project ($1,520,086) 
 Began work on the Reclaimed Water System Improvement Project ($553,036) 

 
Additional information about the Agency’s capital assets can be found in Note 4 - Plant and 
Facilities. 
 
DEBT ADMINISTRATION 
 
As of June 30, 2013, the Agency had $59,685,000 in outstanding debt from the 2006 Revenue 
Bonds. 
 
The Agency continues to expand, upgrade and improve the quality of its treatment systems to 
meet current environmental regulations, manage wet weather flows and to serve the needs of its 
customers.  Series 2006 Revenue Bonds were issued at a premium during FY 2006-07 to expand 
the hydraulic and/or process capacity of the Agency’s treatment, storage, and disposal facilities, 
and to implement other Board of Commissioners approved capital improvement projects. 
 
Additional information on the Agency's outstanding debt can be found in Note 5 - Long-Term 
Obligations. 
 

Fiscal Year Fiscal Year Dollar Percent
Description 2012-13 2011-12 Change Change
Land 4,857,321$    4,857,321$   -$             0.00%
Construction in progress 9,042,205      6,285,093      2,757,112   43.87%
Wastewater treatment facilities 69,032,798    70,840,046   (1,807,248)  -2.55%
Wastewater disposal facilities 5,003,466      5,332,521      (329,055)     -6.17%
General plant and administrative facilities 3,032,479      3,205,988      (173,509)     -5.41%
Total plant and facilities - net 90,968,269$  90,520,969$ 447,300$    0.49%
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ECONOMIC FACTORS  
 
The Agency is governed in part by provisions of the State Water Resources Control Board which 
specifies that rate-based revenues must at a minimum cover the costs of operation, maintenance 
and recurring capital replacement (OM&R).  The Agency is not directly subject to general 
economic conditions as the main source of its sewer service revenues is received directly from 
three JPA member agencies (SRSD, SD1 and SD2) and not from the rate payers in the service 
area nor does it receive property tax revenue.  Accordingly, the Agency sets its charges to JPA 
member agencies and the State of California for San Quentin State Prison to cover the costs of 
OM&R and debt financed capital improvements plus any increments for known or anticipated 
changes in program costs.   
 
The Agency’s Board of Commissioners adopts an annual budget which serves as the Agency’s 
approved financial plan.  The Board sets all fees and charges required to fund the Agency’s 
operations and capital programs.  The approved budget is used as a key control device that 1) 
establishes amounts by line-items accounts, projects for operations and capital activities and 2) 
monitors expenses to ensure that approved spending levels have not been exceeded.   
 
CONTACTING THE AGENCY 
 
This financial report is designed to provide our joint-power members and creditors with a 
general overview of the Agency's finances and demonstrate the Agency's accountability for the 
money it receives. If you have any questions about this report or need additional financial 
information, please contact: 
 
Administrative Services Manager 
Central Marin Sanitation Agency 
1301 Andersen Drive 
San Rafael, CA 94901 
(415) 459-1455 
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2013

Assets

Current Assets:

Cash and cash equivalents 15,309,924$       
Accounts receivable 497,672

Interest receivable 8,273

Prepaid expenses 79,517

Other current assets 43,201

Total Current Assets 15,938,587         

Noncurrent Assets:

Restricted cash and investments 8,146,067

OPEB asset 19,994                

Bond discount and prepaid insurance, net of accum. Amortization 431,369              

Plant and facilities:  

 Non-depreciable 13,899,526

 Depreciable, net of accumulated depreciation 77,068,743

Total Capital Assets - Net 90,968,269         

  Total Noncurrent Assets - Net 99,565,699         

 Total Assets 115,504,286$     

Liabilities

Current Liabilities:

Accounts payable 1,475,070$         

Accrued salaries and benefits 143,925

Interest payable 889,180

Unearned revenue 8,754.00             

Current portion of long-term obligations 2,603,595

 Total Current Liabilities 5,120,524           

Noncurrent Liabilities:

Long-term obligations, net of current portion 58,453,212

Total Noncurrent Liabilities 58,453,212         

 Total Liabilities 63,573,736$       

Net Position

Net Investment in Capital Assets 38,592,778$       

Unrestricted 13,337,772         

Total Net Position 51,930,550$       

Central Marin Sanitation Agency

Statement of Net Position

June 30, 2013

The notes to the financial statements are an integral part of this statement.
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2013

Operating Revenues:

Service charges 14,095,054$     

Contract maintenance revenues 1,112,190

Other operating revenues 403,170

 Total operating revenues 15,610,414       

Operating Expenses:

Salaries and benefits 6,722,315

Plant operations 1,300,266

Repairs and maintenance 917,318

Permit testing and monitoring 107,459

Depreciation and amortization 3,506,137

Insurance 98,494

Utilities and telephone 431,932

General and administrative 498,835

Total operating expenses 13,582,756       

Operating Income (Loss) 2,027,658         

Nonoperating Revenues (Expenses):

Interest and investment income 102,856

Interest expense (2,702,688)        

Other nonoperating revenue 46,773              

Other nonoperating expense (7,183)               

Total nonoperating revenues (expenses) (2,560,242)        

Income (loss) before contributions (532,584)           

Capital contributions - capacity fees 970,596

Change in net position 438,012            

 

Beginning net position 51,666,918       

Prior period adjustment - debt issuance costs GASB 65 (174,380)           

Beginning net assets - as adjusted 51,492,538       

Ending net position 51,930,550$     

Central Marin Sanitation Agency

Statement of Revenues, Expenses and Changes in Net Position

For the Fiscal Year Ended June 30, 2013

The notes to the financial statements are an integral part of this statement.
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2013

Cash Flows from Operating Activities:

Cash received from customers and users 15,235,514$     

Cash payments to suppliers for goods and services (3,066,409)       

Cash payments to employees for services (4,017,696)       

Cash payments of benefits on behalf of employees (2,642,815)       
Net Cash Provided (Used) by Operating Activities 5,508,594         

Cash Flows from Capital and Related Financing Activities:

Cash received from capacity charges 970,596            

Acquisition and construction of capital assets (3,880,077)       

Principal paid on capital debt (1,955,000)       

Interest paid on capital debt (2,701,750)       

 Net Cash Provided (Used) by Capital and Related Financing Activities (7,566,231)       

Cash Flows from Investing Activities:

Investment income 57,080              

Net Cash Provided (Used) by Investing Activities 57,080              

Net Increase (Decrease) in Cash and Cash Equivalents (2,000,557)       

Cash and Cash Equivalents Beginning 25,456,548       

Cash and Cash Equivalents Ending 23,455,991$     

Reconciliation of Operating Income to Cash Flows Provided

by Operating Activities:

 Operating Income (Loss) 2,027,658$       

Adjustments to reconcile operating income (loss) to net cash provided

(used) by operating activities:

Depreciation 3,506,137

Other non-operating revenue 46,773              

Other non-operating expense (7,183)              

(Increase) decrease in:  

Accounts receivable (392,520)          

Prepaid expenses (3,595)              

OPEB asset 16,264              

Other current assets (2,963)              
Increase (decrease) in:

Accounts payable 301,636            

Accrued salaries and benefits 10,091              

Unearned revenue (29,153)            
Compensated absences 35,449              

Net Cash Provided (Used) by Operating Activities 5,508,594$       

Summary of cash and cash equivalents:

Cash and cash equivalents 15,309,924$     

Restricted cash and cash equivalents 8,146,067         
Total cash and cash equivalents 23,455,991$     

Central Marin Sanitation Agency

Statement of Cash Flows

For the Fiscal Year Ended June 30, 2013

The notes to the financial statements are an integral part of this statement.
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NOTE 1 - NATURE OF ORGANIZATION 
 
Central Marin Sanitation Agency (CMSA) is a regional wastewater treatment agency that serves the 
residents, businesses and governmental institutions including the large San Quentin State Prison in 
central Marin County. In the 1970's, central Marin County had four small wastewater treatment 
plants whose operations were not able to meet the stringent new requirements of the 1972 Clean 
Water Act.   Accordingly, the four local wastewater agencies, San Rafael Sanitation District, 
Sanitary District No. 1 of Marin County, Sanitary District No.2 of Marin County, and the City of 
Larkspur entered into a joint powers agreement (JPA) in October 1979 to create a separate 
governmental entity, the Central Marin Sanitation Agency (CMSA), to oversee the construction and 
operation of a regional wastewater treatment facility.  San Quentin State Prison chose not to join the 
JPA. The treatment facility was constructed at a cost of $84 million and was funded by federal 
(75%) and state (12.5%) clean water grants and local shares (12.5%) from the four local wastewater 
agencies and San Quentin State Prison. The CMSA wastewater treatment facility became 
operational in January 1985. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The Financial Reporting Entity 
 
Although the nucleus of a financial reporting entity usually is a primary government, an organization 
other than a primary government, such as a stand-alone government, may serve as the nucleus for its 
financial reporting entity when the stand-alone government provides separately issued financial 
statements. A stand-alone government is a legally separate governmental organization that does not 
have a separately elected governing body and does not meet the definition of a component unit.   
Central Marin Sanitation Agency meets the criteria as a stand-alone government, and accordingly, 
is accounted for and reported on as though it were a primary government. 
 
Component units are defined as legally separate organizations for which the primary government are 
financially accountable, and other organizations for which the nature and significance of their 
relationship with a primary government are such that exclusion would cause the reporting entity's 
financial statements to be misleading or incomplete. The Agency considered all potential component 
units in determining what organizations should be included in the financial statements. Since no other 
entities are controlled by, or rely upon the Agency, the reporting entity consists solely of the Agency. 
Based on these criteria, there are no component units to include in the Agency's financial statements.  
 
Basis of Presentation 
 
The Agency's Basic Financial Statements are prepared in accordance with the policies and 
procedures for California special districts.  The accounting policies of the Agency conform to 
accounting principles generally accepted in the United States of America, and as prescribed by the 
Governmental Accounting Standards Board and Audits of State and Local Governmental Units, 
issued by the American Institute of Certified Public Accountants.  
 
The activities of the Agency are accounted for in a single enterprise fund.  Enterprise funds are used 
to account for those operations that are financed and operated in a manner similar to private business 



Central Marin Sanitation Agency 
Notes to Financial Statements 

June 30, 2013 

15 

or where the Board has decided that the determination of revenues earned, costs incurred and/or net 
income is necessary for management accountability. 

 
Measurement Focus and Basis of Accounting 
 
Enterprise funds are accounted for on the flow of economic resources measurement focus utilizing 
full accrual accounting.  With this measurement focus, all assets deferred outflows of resources, 
liabilities, and deferred inflows of resources of the enterprise are recorded on its statement of net 
position, and under the full accrual basis of accounting, all revenues are recognized when earned and 
all expenses, including depreciation, are recognized when incurred. 
 
Deferred outflow of resources is a consumption of net assets by the Agency that is applicable to a 
future reporting period. For example, prepaid items and deferred charges.  Deferred inflow of 
resources is an acquisition of net assets by the Agency that is applicable to a future reporting period. 
For example, unearned revenue and advance collections. 
 
Unearned revenue arises when assets are received before revenue recognition criteria have been 
satisfied. Grants and entitlements received before eligibility requirements are met are recorded as 
deferred inflows from unearned revenue.  
 
The Agency applies all applicable GASB pronouncements for certain accounting and financial 
reporting guidance. In December of 2010, GASB issued GASBS No. 62, Codification of Accounting 
and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA 
Pronouncements. This statement incorporates pronouncements issued on or before November 30, 
1989 into GASB authoritative literature.  This includes pronouncements by the Financial Accounting 
Standards Board (FASB), Accounting Principles Board Opinions (APB), and the Accounting 
Research Bulletins of the American Institute of Certified Public Accountants' (AICPA) Committee 
on Accounting Procedure, unless those pronouncements conflict with or contradict with GASB 
pronouncements.  
 
Statement of Net Position 

 
The statement of net position is designed to display the financial position of the Agency. The 
Agency’s net position is classified into three categories as follows: 

 
 Net Investment in Capital Assets - This component of net position consists of capital assets, 

including restricted capital assets, net of accumulated depreciation and reduced by the 
outstanding balances of any bonds, notes, or other borrowings that are attributable to the 
acquisition, construction, or improvement of those assets.  Deferred outflows of resources and 
deferred inflows of resources that are attributable to the acquisition, construction, or 
improvement of those assets or related debt are also included in this component of net position, 
as applicable. 
  

 Restricted - This component of net position consists of constraints placed on an assets use 
through external constraints imposed by creditors (such as through debt covenants), grantors, 
contributors, or law and regulations of other governments, and reduced by liabilities and deferred 
inflows of resources related to those assets.  It also pertains to constraints imposed by law or 
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constitutional provisions or enabling legislation. The Agency applies restricted resources when 
an expense is incurred for purposes for which both restricted and unrestricted net position is 
available. 

 
 Unrestricted - This component of net position consists of the net amount of the assets, deferred 

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

 
Statement of Revenues, Expenses, and Changes in Net Position 
 
The statement of revenues, expenses, and changes in net position is the operating statement for 
proprietary funds. This statement distinguishes between operating and non-operating revenues and 
expenses and presents a separate subtotal for operating revenues, operating expenses, and operating 
income.  Operating revenues and expenses generally result from providing services in connection 
with the Agency's principal ongoing operations. The principal operating revenues of the Agency are 
charges to customers for services. Operating expenses for the Agency include the cost of services, 
administrative expenses, and depreciation on capital assets.  All revenues and expenses not meeting 
this definition are reported as non-operating revenues and expenses.  
 
Joint Ventures 
 
The Agency is the locus of a joint power agreement among its four member agencies, which 
provide wastewater collection and transmission to the treatment plant.  Joint venture details are 
discussed in Note 6. 
 
Cash and Investments 
 
Cash includes amounts in demand deposits as well as short-term investments. 
 
In accordance with GASB Statement No. 40, Deposit and Investment Disclosures (Amendment of 
GASB No.3), certain disclosure requirements for Deposits and Investment Risks were made in the 
areas of interest rate risk and credit risk.  The credit risk disclosures include the following 
components; overall credit risk, custodial credit risk and concentrations of credit risk. In addition, 
other disclosures are specified including use of certain methods to present deposits and investments, 
highly sensitive investments, credit quality at year-end and other disclosures. 
 
Investments are reported in the statement of net position at fair value. Changes in fair market value 
that occur during the fiscal year are recognized as investment income reported for that fiscal year. 
Investment income includes interest earnings, changes in fair value, and any gains or losses realized 
upon the liquidation or sale of investments.  
 
The Agency participates in an investment pool managed by the State of California and regulated by 
California government code Section 16429 known as the Local Agency Investment Fund (LAIF), 
which has invested a portion of the pooled funds in structured notes and asset-backed securities.  
LAIF’s investments are subject to credit risk with the full faith and credit of the State of California 
collateralizing these investments.  In addition, the structured notes and asset-backed securities are 
subject to market risk as to change in interest rates. 
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The Agency participates in the California Asset Management Program (CAMP) which is a voluntary 
investment alternative authorized by Section 53601(p) of the California Government Code. CAMP is 
managed by a seven member Board of Trustees comprised of California public agency finance 
officials. Investments are transacted by an investment advisor and all securities are held by a third 
party custodian. All securities in CAMP are purchased under the authority of Section 53601, 
subdivisions (a) to (n) of the California Government Code. 
 
Statement of Cash Flows 
 
For purposes of the statement of cash flows, all highly liquid investments with original maturities 
of three months or less are considered cash equivalents. 
 
Plant and Facilities Capital Assets 
 
Capital assets are defined by the Agency as long-lived assets acquired for use, and not intended for 
consumption in operations. The capitalization threshold is at $2,500 or above. 
 
Treatment plant and facilities purchased are stated at cost less accumulated depreciation. Assets 
contributed by member districts have been recorded at the fair market value at the date received.  
  
The costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend asset lives are not capitalized. Improvements are capitalized and depreciated over the 
remaining useful lives of the related capital assets, as applicable. Costs of feasibility studies are 
accumulated in construction-in-progress. If the study results in a capital asset addition, these costs 
are capitalized and depreciated over the remaining useful lives of the related capital assets, as 
applicable. Alternately, costs not resulting in a capital asset addition are expensed through operating 
expenses. Feasibility studies, when used, are considered necessary for maintaining the efficient 
operations of the treatment plant. 
 
Depreciation is computed using the straight-line method based on the estimated useful lives of 
related asset classifications useful life in excess of one year. Depreciation of all plant and facilities 
in service is charged as an expense against operations each year and the total amount of depreciation 
taken over the years, called accumulated depreciation, is reported on the statement of net position as 
a reduction in the book value of the capital assets. 
 
The Agency has assigned the useful lives listed below to plant and facilities: 
 

Waterwaste Treatment Facilities: 
Buildings 40 years 
Other 5-25 years 

Waterwaste Disposal Facilities 40-50 years 
General Plant & Administrative Facilities  

Buildings 40 years 
Other 5-30 years 
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Long-Term Debt 
 
Long-term debt and other long-term obligations are reported as liabilities in the Statement of Net 
Position. Bond premiums and discounts are deferred and amortized over the life of the bonds. Bonds 
payable are reported net of applicable bond premium and discounts are reported as noncurrent assets 
along with any insurance payments made during issuance of the bond.  Bond issuance costs, other 
than prepaid insurance, are expensed in the period incurred. 
 
Compensated Absences 
 
Compensated absences include vacation leave and sick leave. Vested or accumulated vacation leave 
is recorded as an expense and liability as the benefits accrue to the employees. A liability is 
recognized for that portion of accumulated sick leave that has been vested. 
 
Accounting Estimates 
 
The preparation of the 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 amounts reported in the financial statements and accompanying notes.  Actual results 
could differ from those estimates. 
 
Subsequent Events 
 
Management has reviewed subsequent events and transactions that occurred after the date of the 
financial statements through the date the financial statements were issued. The financial statements 
include all events or transactions, including estimates, required to be recognized in accordance with 
generally accepted accounting principles. Management has determined that there are no non-
recognized subsequent events that require additional disclosure. 
 
Implemented New Accounting Pronouncements 
 
Summary of Statement No. 63, Financial Reporting of Deferred Outflows of Resources, 
Deferred Inflows of Resources, and Net Position (Issued 06/11). This Statement provides financial 
reporting guidance for deferred outflows of resources and deferred inflows of resources. Concepts 
Statement No. 4, Elements of Financial Statements, introduced and defined those elements as a 
consumption of net position by the government that is applicable to a future reporting period, and an 
acquisition of net position by the government that is applicable to a future reporting period, 
respectively. Previous financial reporting standards do not include guidance for reporting those 
financial statement elements, which are distinct from assets and liabilities. Concepts Statement 4 also 
identifies net position as the residual of all other elements presented in a statement of financial 
position. This Statement amends the net asset reporting requirements in Statement No. 34, Basic 
Financial Statements-and Management’s Discussion and Analysis-for State and Local Governments, 
and other pronouncements by incorporating deferred outflows of resources and deferred inflows of 
resources into the definitions of the required components of the residual measure and by renaming 
that measure as net position, rather than net assets. The provisions of this Statement were effective as 
of July 1, 2012. 
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Summary of Statement No. 65, Items Previously Reported as Assets and Liabilities (Issued 
03/12). This Statement establishes accounting and financial reporting standards that reclassify, as 
deferred outflows of resources or deferred inflows of resources, certain items that were previously 
reported as assets and liabilities and recognizes, as outflows of resources or inflows of resources, 
certain items that were previously reported as assets and liabilities. This Statement amends the 
financial statement element classification of certain items previously reported as assets and liabilities 
to be consistent with the definitions in Concepts Statement 4. The provisions of this Statement are 
effective for financial statements for periods beginning after December 15, 2012. However, the 
Agency has chosen to implement these reporting requirements as of July 1, 2012 resulting in an 
adjustment to beginning net position of $174,380 to expense debt issuance costs incurred in prior 
periods.  Previous to GASB 65, debt issuance costs were required to be amortized over the 
repayment period of the related debt instead of expensed during the period incurred, which is the 
fiscal year the debt was issued. 
 
Upcoming New Accounting Pronouncements 
 
Summary of Statement No. 67 Financial Reporting for Pension Plans - an amendment of GASB 
Statement No. 25 (Issued 06/12). This Statement replaces the requirements of Statements No. 25, 
Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined 
Contribution Plans, and No. 50, Pension Disclosures, as they relate to pension plans that are 
administered through trusts or equivalent arrangements (hereafter jointly referred to as trusts) that 
meet certain criteria. This Statement establishes a definition of a pension plan that reflects the 
primary activities associated with the pension arrangement-determining pensions, accumulating and 
managing assets dedicated for pensions, and paying benefits to plan members as they come due. This 
Statement also details the note disclosure requirements for defined contribution pension plans 
administered through trusts that meet the identified criteria. This Statement is effective for financial 
statements for fiscal years beginning after June 15, 2013. Earlier application is encouraged. The 
determination of the impact on the Agency’s financial statements from the implementation of this 
standard is pending as of the issuance date of this report. 
 
Summary of Statement No. 68 Accounting and Financial Reporting for Pensions - an 
amendment of GASB Statement No. 27 (Issued 06/12). The primary objective of this Statement is 
to improve accounting and financial reporting by state and local governments for pensions. It also 
improves information provided by state and local governmental employers about financial support 
for pensions that is provided by other entities. This Statement replaces the requirements of Statement 
No. 27, Accounting for Pensions by State and Local Governmental Employers, as well as the 
requirements of Statement No. 50, Pension Disclosures, as they relate to pensions that are provided 
through pension plans administered as trusts or equivalent arrangements (hereafter jointly referred to 
as trusts) that meet certain criteria. This Statement establishes a definition of a pension plan that 
reflects the primary activities associated with the pension arrangement-determining pensions, 
accumulating and managing assets dedicated for pensions, and paying benefits to plan members as 
they come due. This Statement is effective for fiscal years beginning after June 15, 2014. Earlier 
application is encouraged. The determination of the impact on the Agency’s financial statements 
from the implementation of this standard is pending as of the issuance date of this report. 
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NOTE 3 - CASH, CASH EQUIVALENTS AND INVESTMENTS 
 
The Agency’s cash, cash equivalents and investments consisted of the following as of June 30, 2013 
and 2012:  
 

Available Fair Value Investment
Cash and Cash Equivalents for Operations Restricted June 30, 2013 Rating Maturities
Cash Deposits:

Cash On Hand and In Banks 290,917$       -$                290,917$       N/A N/A
Petty Cash 462 -                  462                 N/A N/A
Escrow Account -                  521,268         521,268         N/A N/A

Total Cash Deposits 291,379         521,268         812,647         
Investments:    

California Local Agency Investment Fund (L.A.I.F.) 13,661,811    -                  13,661,811    Unrated < 1yr
California Assets Management Program (C.A.M.P.) 1,356,734      7,624,799      8,981,533      AAAm < 1yr

Total Investments 15,018,545    7,624,799      22,643,344    
Total Cash and Cash Equivalents 15,309,924$ 8,146,067$    23,455,991$ 

 
Restricted cash and cash equivalents include proceeds from the sale of Central Marin Sanitation 
Agency Revenue Bonds Series 2006. The restricted cash and cash equivalents can be used solely for 
the purpose described in Note 5 - Long-Term Obligations. 
 
Cash Deposits 
 
Interest bearing bank balances are insured up to $250,000 per bank by the Federal Deposit Insurance 
Company ("FDIC").  Noninterest bearing bank accounts are fully insured. The Agency’s cash in bank 
did not exceed the insured limit as of June 30, 2013. None of the Agency’s deposits with financial 
institutions in excess of FDIC limits were held in uncollateralized accounts.  All of the Agency’s 
accounts met the collateral and categorization requirements as noted in the following paragraph. 
 
Local Agency Investment Fund 
 
LAIF allows local agencies such as the Agency to participate in a Pooled Money Investment Account 
managed by the State Treasurer Office and overseen by the Pooled Money Investment Board and State 
Treasurer investment committee.  A Local Agency Investment Advisory Board oversees LAIF.  The 
investments with LAIF are not classified for credit risk due to their diverse nature and are stated at cost, 
which approximates fair value. The total amount invested by all public agencies in LAIF, as of June 
30, 2013, was approximately $58.8 billion. Of that amount, 99.05% was invested in non-derivative 
financial products and .82% in structured notes and asset-backed securities. 
 
California Assets Management Program 
 
The CAMP pool has a diverse credit risk allocation ranging from AA+ to AA-, per S&P ratings, and 
the pool’s policy limits the concentration of credit risks such that not anyone issuer within the 
portfolio exceeded 13% of the total pool as of December 31, 2012 (most recent information 
available).  The total amount invested by all public agencies in CAMP, as of December 31, 2012, 
was approximately $2.2 billion. Of that amount, 100% was invested in non-derivative financial 
products. 
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Investment Policy 
 
The Agency is authorized under California Government Code  and the Agency's investment policy 
to make direct investments in local agency  bonds, notes, or warrants within the State; U.S. 
Treasury instruments; registered State warrants or treasury  notes; securities of the U.S. 
Government. or its agencies; bankers acceptances of U.S. banks; commercial  paper of prime   
quality;  negotiable  certificates  of   deposit;  repurchase  or   reverse   repurchase agreements; and 
passbook savings account demand deposits. 
 
Investments prohibited by the Agency are inverse floaters, range notes, mortgage pool interest-only 
strips, and zero interest accrual at maturity notes. 
 
The Agency's investments were in compliance with the above provisions as of and for the year 
ended June 30, 2013. 
 
The Agency’s investment policy follows the California Government Code which authorizes the 
Agency to invest in the following:  
 

 
 
Risk Disclosures 
 
Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are 
described below: 
 
 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 the changes in market interest rates.  The  Agency   
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 or coming close to maturity evenly  over time as necessary to provide 

Authorized Investment Type

Maximum
Remaining
Maturity

Maximum 
Percentage of 

Portfolio

Maximum
Investment

In One Issuer
Local  Agency  Bonds, Notes, Warrants 5 years None None

Registered State Bonds, Notes,  Warrants 5 years None None

U.S. Treasury Obligations 5 years None None

Federal Agency Securities 5 years None None

Banker's Acceptance 180 days 40% 30%

Commercial Paper 270 days 25% 10%

Negotiable Certificates of Deposit 5 years 30% None

Repurchase Agreements 1 year None None

Reverse Repurchase Agreements 92 days 20%ofbase None

Local Agency Investment Fund (LAIF) N/A None None

Passbook Savings Account Demand Deposits N/A None None

California Asset Management Program (CAMP) N/A None None
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the cash flow and liquidity needed  for operations.  The sensitivity of the Agency’s investments 
to interest rate risk is displayed in the summary schedule of cash and cash equivalents on page 
20. 

  
 Credit Risk - Credit risk is the risk of loss due to the failure of the security issuer. This is 

measured by the assignment of a rating by a nationally recognized statistical rating organization.  
In order to limit loss exposure due to Credit Risk, the investment policy limits purchases of 
investments to those rated A-1 by Standard & Poor's or P-1 by Moody's Investors Service.  The 
Agency’s minimum legal rating is not applicable to the LAIF and CAMP investment pools. 
 

 Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure, the 
Agency’s deposits may not be returned to it. The Agency does not have a written policy for 
custodial credit risk over deposits.   

 
The California Government Code requires that a financial institution secure deposits made by 
state or local governmental units by pledging securities in an undivided collateral pool held by a 
depository regulated under state law (unless so waived by the governmental unit).  The market 
value of the pledged securities in the collateral pool must equal at least 110% of the total amount 
deposited by the public agencies.   California law also allows financial institutions to secure 
public deposits by pledging first trust deed mortgage notes having a value of 150% of the secured 
public deposits and letters of credit issued by the Federal Home Loan Bank of San Francisco 
having a value of 105% of the secured deposits. As of June 30, 2013, the Agency's bank balance 
of $413,137 was either insured or collateralized with securities held by the pledging financial 
institution's trust department or agent, but not in the name of the Agency. 

 
In the case of investments, the risk of loss of the investment due failure, impairment or 
malfeasance of the third party whose name in which the investment is held and who has physical 
possession of the instrument. Neither the California Government Code nor the Agency's 
investment policy contains legal or policy requirements that would limit the exposure to custodial 
risk. 

 
 Concentration of Credit Risk - See the chart on page 21 for the Agency’s limitations on the 

amount that can be invested in any one issuer.  As of June 30, 2013, the Agency invested 60% of 
its cash in CAMP and 40% in LAIF.  There were no other investments in any one issuer that 
represent five percent or more of the total investments.  
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NOTE 4 - PLANT AND FACILITIES (CAPITAL ASSETS) 
 
The Agency’s plant and facilities capital assets consisted of the following as of June 30, 2013: 
 

Balance Transfers/ Balance
Description June 30, 2012 Additions Deletions Adjustments June 30, 2013
Non-depreciable Plant and Faci l i ties:
Land and land improvements 4,857,321$    -$               -$             -$             4,857,321$   
Construction in progress 6,285,093      3,332,057      -               (574,945)     9,042,205      

Total non-depreciable plant and facilities 11,142,414    3,332,057      -               (574,945)     13,899,526   
Depreciable Plant and Faci l i ties:
Wastewater treatment facilities 115,610,599 581,231         (401,067)     574,945       116,365,708 
Wastewater disposal facilities 13,644,906    -                  -               -               13,644,906   
General plant and administrative facilities 8,452,646      40,149           (30,705)        -               8,462,090      
 Total depreciable plant and facilities 137,708,151 621,380         (431,772)     574,945       138,472,704 
Less accumulated depreciation for:  

Wastewater treatment facilities 44,770,553    2,963,424      (401,067)     -               47,332,910   
Wastewater disposal facilities 8,312,385      329,055         -               -               8,641,440      
General plant and administrative facilities 5,246,658      213,658         (30,705)        -               5,429,611      

Total accumulated depreciation 58,329,596    3,506,137      (431,772)     -               61,403,961   
 Total depreciable plant and facilities - net 79,378,555    (2,884,757)    -               574,945       77,068,743   

 Total plant and facilities - net 90,520,969$ 447,300$       -$             -$             90,968,269$ 

Depreciation expense for the year ended June 30, 2013 was $3,506,137 
 
NOTE 5 - LONG-TERM OBLIGATIONS 
 
The Agency’s long-term obligations consisted of the following as of June 30, 2013: 
 

Balance Balance Due Within
Long-term Obligations July 01, 2012 Additions Deductions June 30, 2013 One Year
2006 Revenue Bonds 61,640,000$  -$         1,955,000$  59,685,000$ 2,040,000$   
2006 Revenue Bonds Premium 882,607          -            46,049          836,558         46,049          
Compensated Absences 499,800          88,071     52,622          535,249         517,546        
Total Long-term Obligations 63,022,407$  88,071$   2,053,671$  61,056,807$ 2,603,595$   

 
On October 12, 2006, the Agency issued $68,730,000 in Series 2006 Revenue Bonds at a  
premium of $1,147,389 with an interest rate ranging from 3.5 to 5.0 percent.  The Bonds were 
used to finance improvements to the wastewater treatment and disposal system of the Central 
Marin Sanitation Agency, consisting primarily of improvements to the Agency's Treatment Plant 
to increase capacity for wet weather flows, to pay costs of issuance of the Bonds and for 
certain other capital projects to provide treatment capacity, replace capital assets at end of 
service life and to make other capital improvements as approved by the Board of 
Commissioners. The Bonds are fully registered with principal due annually on September 1 and 
interest payable semi-annually on March 1 and September 1. 
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The Agency’s 2006 Series Revenue Bonds debt service requirements were as follows as of June 30, 
2012: 
 

Year Ending June 30, Principal Interest Total
2014 2,040,000       2,582,539       4,622,539       
2015 2,135,000       2,485,476       4,620,476       
2016 2,235,000       2,385,651       4,620,651       
2017 2,335,000       2,291,055       4,626,055       
2018 2,430,000       2,189,426       4,619,426       
2019-2023 13,940,000     9,119,691       23,059,691     
2024-2028 17,485,000     5,526,683       23,011,683     
2029-2032 17,085,000     1,286,578       18,371,578     
Total Debt Service 59,685,000$   27,867,099$   87,552,099$   

 
NOTE 6 - JOINT VENTURES  
 
The Agency serves as a regional wastewater treatment plant for its four member agencies and San 
Quentin State Prison (SQ) and is governed by a six-member Board of Commissioners, two 
appointed by the governing board of Sanitary District No. 1 (SD 1), two appointed by the governing 
board of San Rafael Sanitation District (SRSD), one appointed by the governing board of Sanitary 
District No.2 (SD 2), and one appointed by the City Council of the City of Larkspur (Larkspur).   
Total  project costs for the joint venture were funded from federal (75%) and state (12.5%) clean 
water grants and from local shares (12.5% total) allocated among the member agencies and SQ 
based upon the weighted average of the strength and volume of sewage flows applicable at inception 
of the project.  Final individual local shares of total project costs were approximately $6.3 million 
for SD 1, $7.6 million for SRSD, $1.6 million for SD 2, $1 million for Larkspur and $1.4 million for 
SQ. 
 
CMSA derives its annual funding for its operations and equipment repair and replacement programs 
almost exclusively from service charges to its member agencies and SQ.  Beginning in fiscal year 
2006-07, funding for CMSA's capital program also includes proceeds from the sale of revenue 
bonds.   The joint powers agreement makes no provisions for an equity interest for any of the joint 
venture participants' operations and stipulates that all excess capital funds and all excess 
administration, operations and maintenance funds, from whatever source, are the property of the 
Agency.  Complete separate financial statements of the member agencies may be obtained by 
contacting their administrative offices directly. 
 
NOTE 7 - COMMITMENTS AND CONTINGENCIES  
 
Construction commitments for capital project were satisfied in the normal course of business 
activities and were financed either from current operations or available cash in net position.  The 
amount of commitments at June 30, 2013 was $719,324. 
 
NOTE 8 - RISK MANAGEMENT  
 
The  Agency  is  exposed  to  risks  of  loss from  property,  liability,  and  workers'  compensation. 
The  Agency mitigates  risk  by  participating  in  risk  sharing  and  insurance  purchasing  pools 
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through  membership   in  the California  Sanitation  Risk Management  Authority  (CSRMA).  
Risk sharing pools provide general liability and workers' compensation coverage.  The pools 
operate to share risk among the members of the pool up to a limit of $15,500,000 and $750,000 
for general liability and workers' compensation, respectively. 

The cost to each CSRMA member agency for program participation is determined by the 
Executive Board upon the basis of cost allocation plan and rating formula.  The premium for 
each participating agency includes the agency's share of expected losses, program insurance costs, 
and program administrative costs for the year, plus the agency's share of Authority general 
expense allocated to the program by the Board.  Members share losses, which exceed the 
maximum premium assessment.  Insurance purchasing pools provided property insurance and excess 
coverage to $15,000,000 on general liability and workers' compensation. Audited condensed 
financial information for CSRMA is presented below for the year ended June 30, 2012 (most recent 
information available): 
 

 June 30, 2012
Total Assets    30,047,691$      
Total Liabilities    17,709,465        
Total Equity    12,338,226        
Total Revenues    8,879,110         
Total Expenditures 12,460,997         

 
NOTE 9 - DEFINED BENEFIT PENSION PLAN 

 
Plan Description 
 
The Agency contributes to the California Public Employees' Retirement System (CalPERS), 
which is a cost sharing multiple-employer defined benefit public employee retirement systems that 
serves as common investment and administrative agents for participating public entities within the 
State of California. All full-time employees who retire at or after age 50, with a minimum of 5 
years CalPERS credited service, are eligible to receive a monthly retirement benefit based upon 
compensation, years of credited service and retirement age. CalPERS also provide disability, death 
and survivor benefits to eligible retirees and their beneficiaries.  The CMSA Board authorizes 
plan benefit provisions established by contract with CalPERS and retirement law. CalPERS does 
not provide stand-alone financial information for the plan. However, system-wide reports are 
available by contacting the retirement systems directly.  CalPERS issues a separate comprehensive 
annual financial report. Copies of the Ca1PERS annual financial report may be obtained from the 
CalPERS Executive Office, 400 P Street, Sacramento, California 95814.  
 
Funding Policy 
 
For the Fiscal Year 2013, the employer's required contribution rate for CalPERS was 23.139% of 
covered payroll.  This rate was established by CalPERS to fund contracted benefits using the 
actuarial methods and assumptions adopted by the CalPERS Board of Administration. CalPERS may 
amend employee and employer contribution requirements. Additionally, the Agency makes a 
contribution toward the employee's portion of the CalPERS local miscellaneous plan as specified by 
the existing labor agreements with its bargaining units. For represented employees, the Agency 
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contributes 7% of their salary toward the required CalPERS contribution for the local 
miscellaneous plan; represented employees contribute the remaining 1%.  For unrepresented 
employees, the Agency contributes on behalf of its management, supervisory and confidential 
employees 8% of their salary towards the required CalPERS contribution. 
 
Annual Pension Cost 
 
For the fiscal year ended June 30, 2013, the Agency’s annual pension cost of $1,202,050 equaled the 
annual required contribution. The required contribution was determined as part of the June 30, 2009 
actuarial valuation using the entry age normal actuarial cost method. The actuarial assumptions 
included: (a) 7.75% investment rate of return (net of administrative expenses); (b) projected annual 
salary increases from 3.55% to 14.45% that vary by age, duration of service, and type of 
employment; (c) 3.0% inflation; (d) 3.25% payroll growth; and (e) individual salary growth based on 
a merit scale varying by duration of employment coupled with an assumed annual inflation of 3.00% 
and an annual production growth of 0.25%. The actuarial value of PERS assets was determined using 
techniques that smooth the effects of short-term volatility in the market value of investments over a 
period three years.   
 
Three Year Trend Information (Employer Portion) 

 
Fiscal Annual Pension Percentage of Net Pension

Year Ended Cost (APC) APC Contributed Obligation
6/30/11 1,097,126$        100% -$              
6/30/12 1,130,652 100% -                
6/30/13 1,202,050 100% -                 

 
Social Security 
 
Federal law requires that employees who are not covered by an employer retirement system must be 
covered by Social Security or an alternative plan.  The Agency hires seasonal or temporary 
employees whose positions are exempt from PERS membership. For these positions, the Agency 
contributes 6.2% and the employees contribute 6.2% of gross pay to the Social Security. 

 
NOTE 10 - OTHER POST EMPLOYMENT BENEFITS 
 
Plan Description 
 
The Agency's  defined benefit postemployment healthcare plan provides a post-retirement health 
care benefit to eligible retirees in accordance with a Memorandum of Understanding (M.O.U.) for 
union represented  employees  and  Board  approval  for  unrepresented  management,  supervisory, 
and  confidential employees. For both employee groups, eligible employees retiring at or after age 
50 with a minimum of 5 years CalPERS service credit may opt to continue health care coverage, 
with a portion of the monthly premium paid for by the Agency. Coverage may discontinue at the 
request of the retiree. The amount of the Agency's contribution towards retiree's medical benefit is 
based on the date of hire as an employee. 
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The Agency contracts with CalPERS to administer its retiree health benefits plan (an agent 
multiple-employer plan) and to provide an investment vehicle, the California Employees' Retiree 
Benefit Trust Fund (CERBT), to prefund future OPEB costs.  The Agency chooses from a menu of 
benefit provisions and adopts certain benefit provisions by Board resolution.   A menu of benefit 
provisions as well as other requirements is established by State statute within the Public 
Employees' Retirement Law.   By participating in CERBT, the Agency is also obligated to follow 
the actuarial assumptions established by the CalPERS Board of Administration.  CalPERS issues 
a Comprehensive Annual Financial Report for the retirement plans.   Copies of the CalPERS 
annual financial report may be obtained from the CalPERS Executive Office at 400 P Street, 
Sacramento, CA, 95814. 
 
Funding Policy 
 
The Agency's annual required contribution of the employer (ARC) is an amount actuarially 
determined in accordance with the parameters of GASB Statement No. 45. The ARC represents a 
level of funding that, if paid on an ongoing basis, is projected to cover normal annual costs each 
year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to 
exceed 30 years.   The current ARC is $381,188. The plan members receiving benefits currently 
don't make contributions. 
 
Annual OPEB Cost, Net OPEB Obligation and Funded Status and Progress. 
 
The following table, based on the Agency’s actuarial valuation as of July 1, 2011, shows the 
components of the Agency’s annual OPEB cost for the year, the amount actually contributed to the 
plan, and changes in the Agency’s Net OPEB obligation (asset): 
 

Annual required contribution $          381,188 
Interest on net OPEB obligation 
Adjustment to annual required contribution                 2,433 
Annual OPEB cost (expense)             381,524 
Contributions made 
Increase in net OPEB obligation               16,264 
Net OPEB obligation (asset) - beginning
Net OPEB obligation (asset) - ending 

                (2,097)

            (365,260)

              (36,258)
 $            (19,994)

 
The Agency’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and 
the net OPEB obligation for fiscal year ending June 30, 2013 are as follows: 
 

Fiscal Net OPEB
Year Annual Percentage of Annual Obligation/

Ended OPEB Cost Cost Contributed (Asset)
June 30, 2011  $     381,594 108% (29,778)$       
June 30, 2012  $     381,523 102% (36,258)$       
June 30, 2013  $     381,524 96% $       (19,994)  
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The following summarizes the funded status and progress of the plan as of June 30, 2013: 
 

$      3,787,529 
        1,255,329 
$      2,532,200 

33%
$      4,013,142 

63%

Actuarial accrued liability (AAL)
Actuarial value of plan assets
Unfunded actuarial accrued liability (UAAL)
Funded ratio (actuarial value of plan assets/AAL)
Projected covered payroll (active Plan members)
UAAL as a percentage of covered payroll  

 
Actuarial valuations of an ongoing plan involve estimates of the value of expected benefit payments 
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, presents multi-year trend information about whether the actuarial value of plan assets is 
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits. 
 
Actuarial Methods and Assumptions 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employer and the plan members) and include the types of benefits provided at the 
time of each valuation and the historical pattern of sharing of benefit costs between the employer and 
plan members to that point.  The actuarial methods and assumptions used are consistent with the 
long-term perspective of the calculations. 
 
In the  July  1,  2011  actuarial  valuation,  the  entry  age  normal  actuarial  method  was  used.     
The actuarial assumptions included a 7.61 percent investment rate of return (net of administrative 
expenses), inflation rate of 5 percent and an annual medical cost trend rate of 7.3 percent initially, 
reduced by decrements to an ultimate rate of 5.5 percent after seven years.   The plan's unfunded 
actuarial accrued liability in each year is amortized on a level dollar basis over the closed 30-
year period beginning July 1, 2009.  The actuarial value of assets is equal to the fair value of 
plan assets, including any receivable contributions. 
 

 
 



 

 
 

REQUIRED SUPPLEMENTARY INFORMATION
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Actuarial
Accrued UAAL as

Actuarial Liability Unfunded a Percentage
Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll

Date (a) (b) (b-a) (a/b) (c) ((b-a/c))
7/1/2008 -$      3,805,000$ 3,805,000$ 0.00% 3,784,213$ 100.55%
7/1/2010 298,158 3,446,399   3,148,241   8.65% 3,899,232   80.74%
7/1/2011 676,399 3,548,448   2,872,049   19.06% 3,899,232   73.66%
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH  
GOVERNMENT AUDITING STANDARDS 

To the Board of Directors 
Central Marin Sanitation Agency 
 
We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the 
Central Marin Sanitation Agency (the “Agency”) as of and for the year ended June 30, 2013, and the 
related notes to the financial statements, which collectively comprise the Agency’s basic financial 
statements, and have issued our report thereon dated September 28, 2013.   
 
Internal Control over Financial Reporting 
 
Management is responsible for establishing and maintaining effective internal control over financial 
reporting. In planning and performing our audit of the financial statements, we considered the 
Agency’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Agency’s internal control. Accordingly, we do not express an opinion on the effectiveness of the 
Agency’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees in the normal course of performing their assigned functions, to prevent, 
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a 
material misstatement of the entity’s financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, 
in internal control that is less severe than a material weakness, yet important enough to merit 
attention by those charged with governance. 
 
Our consideration of internal control over financial reporting was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over financial reporting that might be material weaknesses or significant deficiencies. Given 
these limitations, during our audit we did not identify any deficiencies in internal control over 
financial reporting that we consider to be material weaknesses. However, material weaknesses may 
exist that have not been identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Agency’s financial statements are free 
of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion 
on compliance with those provisions was not an objective of our audit, and accordingly, we do not 
express such an opinion. The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 
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Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 
This report is intended for the information of the Agency’s Board of Directors, management, federal 
awarding agencies and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties. 
 

 
 
September 28, 2013 
San Jose, California  
 


