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3148 Willow Avenue, Suite 102
Clovis, California 93612-4739
(559) 291-0277 + FAX (559) 291-6411

Sampson, Sampson & Patterson, LLP
CeRTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Selma-Kingsburg-Fowler County Sanitation District
Kingsburg, California

Report on the Financial Statements

We have audited the accompanying statement of net position of Selma-Kingsburg-Fowler County
Sanitation District (the District) as of June 30, 2021 and 2020, and the related statement of revenues,
expenses, and changes in net position and cash flows for the years then ended.

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 the financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the 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 of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the Auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Selma-Kingsburg-Fowler County Sanitation District, as of June 30, 2021 and
2020, and the changes in financial position and cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America, as well as accounting systems
prescribed by the State Controller’s office and state regulations governing special districts.



Selma-Kingsburg-Fowler County Sanitation District

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s discussion and analysis and the required supplementary information, 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.

Additional Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The additional information section, as
listed in the table of contents, is presented for purposes of additional analysis and is not a required part of
the basic financial statements.

This information has not been subjected to the auditing procedures applied in the audit of the

basic financial statements and, accordingly, we do not express an opinion or provide any assurance on this
information.

Sampson, Sampsow & Patterson, LLP

Clovis, California
January 13, 2022



SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
JUNE 30, 2021

INTRODUCTION

This discussion and analysis of Selma-Kingsburg-Fowler County Sanitation District’s (the District)
financial performance provides an overview of the District’s financial activities for the fiscal year ended June
30, 2021. It should be read in conjunction with the District’s financial statements, which follow this section.

The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted
by the Governmental Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments, issued June
1999; and GASB Statement No. 37, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments, Omnibus, an amendment to GASB Statement No. 21 and No.
34, issued in June 2001.

FINANCIAL HIGHLIGHTS

e Total Net Positions were $37,509,888, $35,281,575 and $33,005,344 at June 30, 2021,
2020 and 2019, respectively. The amount at June 30, 2021 included investment in capital
assets, primarily property, plant and equipment, with a net book value of $40,350,757.

e For the year ending June 30, 2021, overall revenues were $12,455,119, which was more
than overall expenditures of $10,226,806 and resulted in an increase in net position of
$2,228,313. For the year ending June 30, 2020, overall revenues were $12,231,056, which
was more than overall expenditures of $9,954,825 and resulted in an increase in net
position of $2,276,231. For the year ending June 30, 2019, overall revenues were
$10,221,123, which was less than overall expenditures of $13,893,520 and resulted in an
decrease in net position of $3,672,397. These were on the accrual basis and therefore
included depreciation and capitalization of new assets.

o The District spent $5,146,392 for the acquisition and construction of capital assets during
the current year.

e The District transferred $2,056,652 and $1,425,553 in 2021 and 2020 respectively from the
Operation and Maintenance sub-fund to the District sub-fund for future refurbishment or
replacement of capital facilities in the treatment plant or interceptor systems.

OVERVIEW OF FINANCIAL STATEMENTS

This annual report consists of four parts — Management’s Discussion and Analysis (this section), the
Statement of Net Position, the Statement of Revenues, Expenses, and Changes in Net Position and the
Statement of Cash Flows. The four sections together provide a comprehensive overview of the District. The
financial statements also include notes that explain some of the information in the statements and provide
more detailed data.

The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net Position

The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net
Position report information about the District as a whole using accounting methods similar to those used by
private-sector companies. The Statement of Net Position includes all of the District’s assets and liabilities.
The Statement of Revenues, Expenses, and Changes in Net Position includes District’s revenues and
operating expenses. These two statements report the District’s Net Position and how they have changed.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
JUNE 30, 2021

Net Position, the difference between the assets and liabilities, is one way to measure the District’s financial
health or Position.
e Over time, increases or decreases in the District’s Net Position may be an indicator of
whether its financial health is improving or deteriorating, respectively.

e To assess the overall health of the District, one needs to consider additional nonfinancial
factors such as, community growth rates and the condition of facilities.

The Statement of Cash Flows

The Statement of Cash Flows presents the changes in the District’s cash and cash equivalents during
the fiscal year. The statement is prepared using the direct method of cash flows. The statement details the
sources and uses of the District’s cash and cash equivalents into three categories: operating, capital and
related financing, and investing activities.

FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE
Net Position

The District’s combined Net Position were $37,509,888, $35,281,575 and $33,005,344 at June 30,
2021, 2020 and 2019, respectively.

Table 1
Net Position
Total
Percentage
Business-Type Activities Change
2021 2020 2019 2021-2020

Assets

Cash — Unrestricted 14,446,187 15,416,223 14,099,635 -6.29%

Cash — Restricted 3,355,774 3,712,401 3,789,668 -9.61%

Accounts Receivable 734,887 660,000 620,198 11.35%

Interest Receivable 117,117 92,567 94,339 26.52%

CREB Subsidy 76,251 79,992 83,583 -4.68%

Prepaid Expenses 68,559 34,575 99,025 98.29%

Other Assets 555

Capital assets 40,350,757 37,581,469 34,002,646 7.37%

Connection Fee Receivable 9,332 10,894 12,730 -14.34%

Reimbursement Agreements Receivable 172,851 152,895 152,895 13.05%
TOTAL ASSETS 59,332,270 57,741,016 52,954,719 2.76%
Deferred Outflows of Resources 1,457,069 1,436,425 1,503,185 1.44%
Liabilities

Accounts Payable 676,073 688,764 1,397,733 -1.84%

Franchise Fees Payable 482,180 448,539 404,741 7.50%

Interest Payable 187,175 192,240 153,424 -2.63%

Accrued Salary and Compensated Absences 501,429 456,463 426,369 9.85%

Net OPEB Obligation 237,605 391,119 1,245,149 -39.25%

Net Pension Liability 6,207,940 5,892,711 5,551,233 5.35%

Debt Payable 14,400,451 14,993,713 12,090,175 -3.96%
TOTAL LIABILITIES 22,692,853 23,063,549 21,268,824 -1.61%
Deferred Inflows of Resources 586,598 832,317 183,736 -29.52%
Net Position

Invested in Capital Assets 25,950,305 22,587,756 22,053,358 14.89%

Restricted 3,355,774 3,712,401 3,789,668 -9.61%

Unrestricted 8.203.809 8,981.418 7,162,318 -8.66%
TOTAL NET POSITION 37,509,888 35,281,575 33,005,344 6.32%




SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

JUNE 30, 2021

Changes in Net Position

The District’s total revenues were $12,455,119, $12,231,056 and $10,221,123 for the years ended
June 30, 2021, 2020 and 2019, respectively. The largest source of revenue was domestic/commercial user
fees, which accounted for 60%, 58% and 66% of total revenues for the years ended June 30, 2021, 2020 and

2019, respectively.

The District’s total expenses were $10,226,806, $9,954,825 and $13,893,520 at June 30, 2021, 2020
and 2019, respectively. The largest area of expense was for sewage treatment, which included personnel
services, electricity, and plant capital improvements, at $5,398,927, $5,377,711 and $4,770,133 which was
53%, 54%, and 34% of total expenses for the years ended June 30, 2021, 2020 and 2019, respectively.

The District’s total Net Position increased $2,228,313 during the fiscal year ending June 30, 2021
and increased $2,276,231 and decreased $3,672,397 during the fiscal years ending June 30, 2020 and 2019,

respectively, as shown in Table 2.

Table 2
Changes in Net Position
Total
Percentage
Governmental Activities Change
2021 2020 2019 2021-2020
Revenues
Operating Revenues:
Industrial $3,611,285 $3,260,526 $2,621,066 10.76%
Domestic/Commercial 7,412,527 7,097,129 6,736,816 4.44%
Miscellaneous 219.840 453,157 236.398 -51.49%
TOTAL REVENUES 11,243,652 10,810,812 9.594,280 4.00%
Operating Expenses
Administration & General 2,011,705 1,948,356 1,910,585 3.25%
Sewage Collection 2,816,174 2,628,758 7,212,802 7.13%
Sewage Treatment 5.398.927 5.377.711 4,770,133 0.39%
TOTAL EXPENSES 10,226,806 9.954,825 13,893,520 2.73%
TOTAL NON-OPERATING REVENUE 1,211,467 1,420,244 626,843 -1.47%
CHANGE IN NET POSITION 2,228,313 2,276,231 (3,672,397) 30.16%

ANALYSIS OF THE DISTRICT’S FUNCTIONS

The District reports as a single proprietary fund. The District provides separate activity summaries
for each of its six functions, although they are not each fund in a fund-accounting sense. The summaries are

presented as supplementary information herein.




SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
JUNE 30, 2021

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At June 30, 2021, 2020 and 2019, the District invested (Net Book Value) $40,350,757, $37,581,469
and $34,002,646 respectively, in a broad range of capital assets, including land, buildings, sewage collection,
sewage treatment, sewage disposal facilities, equipment and vehicles. More detailed information about the
District’s capital assets is presented in the notes to the financial statements.

Long-Term Liabilities

At year-end, the District had long-term liabilities totaling $20,490,303. On June 30, 2020, the
District’s long-term liabilities were $20,874,471. On June 30, 2019, the District’s long-term liabilities were
$17,648,441.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

At the time these financial statements were prepared and audited the District was aware of several
circumstances that has affected its current and future financial health.

e The District had approved Sewer Service Charge rate increases effective September 1,
2019, July 1, 2020, July 1, 2021, July 1, 2022, and July 1, 2023.

e The District received State Revolving Fund (SRF) financing for the McCall Avenue R&R
Project, expected to cost approximately $6.6 Million, which have caused rates to increase
for Selma.

e Environmental regulations necessary to protect the ground water in California’s central
valley are becoming more stringent, with consequent increases in costs to ratepayers.

e In 2020 and 2021 the District received several new Notices to Comply Orders that will
consequently increase cost to ratepayers. (Per-and Polyfluoroalkyl Substance (PFAS) Order
# WQ-2020-0015-DWQ, Nitrates Control Program Notice to Comply Order #5-01-255,
Salt Control Program Notice to Comply Order #5-01-255, Groundwater Monitoring Well
Workplan, WDR Order 5-01-255 and General Order for Sanitary Sewer Systems).

e The District has come under additional regulation for the sewer collection systems it
operates in its member Cities. The State Water Board has mandated a comprehensive
program of evaluation, maintenance, reporting, refurbishment and funding. The District
already fulfills many of the items required in the program and the costs already are a part of
its fees and charges. However, additional costs will be incurred by the District in
complying with this new mandate which may cause fees and charges to increase.



SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
JUNE 30, 2021

e The District completed its Collection System Master Plan Update. Refurbishment and
replacement of aging District facilities and equipment as well as the city owned sewer
lines is of paramount importance. In order to minimize future borrowing appropriate
funding needs to be included in rate-setting decisions.

e Depending on the growth rates of the member Cities, the District must be prepared to
plan for a treatment plant expansion to accommodate those growth rates.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide the District’s residents, ratepayers and creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability for the money
it receives. If you have any questions about this report, or need additional financial information, contact
General Manager Ben Muiioz, Jr., at 559-897-6500. The District’s website address is www.skfcsd.org.




SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT

STATEMENT OF NET POSITION

ASSETS:

Current assets:

Cash:
Unrestricted
Restricted

Receivables:

Accounts receivable, net of allowance of $0 and $689

on June 30, 2021 and 2020, respectively
Interest receivable
CREB Subsidy
Other
Prepaid expenses
Total Current Assets

Non-current assets:
Capital assets, net of accumulated depreciation
Connection fee receivable
Reimbursement agreements

Total Non-Current Assets

Total Assets
Deferred Outflows of Resources:

Related to pension
Related to OPEB

Total Assets and Deferred Outflows of Resources

June 30,

2021 2020
$14,446,187 $15,416,223
3,355,774 3,712,401
17,801,961 19,128,624
734,887 660,000
117,117 92,567
76,251 79,992

555

68,559 34,575
18,799,330 19,995,758
40,350,757 37,581,469
9,332 10,894
172,851 152,895
40,532,940 37,745,258
59,332,270 57,741,016
1,277,298 1,250,676
179,771 185,749
1,457,069 1,436.425
$60,789,339 $59,177.,441

See independent auditor’s report and notes to financial statements.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT

STATEMENT OF NET POSITION

(Continued)

LIABILITIES:
Current liabilities:
Accounts payable
Franchise fees payable
Accrued salaries and compensated absences
Interest payable
Current portion of long-term debt
Total Current Liabilities

Non-current liabilities:
Accrued salaries and compensated absences
Net other postemployment benefits liability
Net pension liability
Long-term debt, net of current portion
Total Non-Current Liabilities

Total Liabilities
Deferred Inflows of Resources:
Related to pension
Related to OPEB
Total Liabilities and Deferred Inflows of Resources
NET POSITION
Net investment in capital assets
Restricted
Unrestricted

Total Net Position

Total Liabilities, Deferred Inflows of Resources, and Net Position

June 30,

2021 2020
$ 676,073 $ 688,764
482,180 448,539
254,847 266,273
187,175 192,240
__ 602,275 _593.262
2,202,550 2,189,078
246,582 190,190
237,605 391,119
6,207,940 5,892,711
13.798.176 14,400,451
20,490,303 20,874,471
22,692,853 23.063.549
44,278 186,309
542,320 646,008
586,598 832,317
23,279,451 23.895.866
25,950,305 22,587,756
3,355,774 3,712,401
8,203,809 8,981,418
37,509,888 35,281,575
$60,789,339 $59,177.,441

See independent auditor’s report and notes to financial statements.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

OPERATING REVENUES:
Industrial
Domestic/commercial
Miscellaneous

Total Operating Revenues

OPERATING EXPENSES:
Administration and general
Sewage Collection
Sewage treatment

Total Operating Expenses

Operating Income

NON-OPERATING REVENUES (EXPENSES):

Interest income
Gain on disposition of capital assets
CREB subsidy revenue
Connection/annexation fees
Interest expense

Total Non-Operating Revenues (Expenses)

Change in Net Position
Net Position, Beginning of Year

Net Position, End of Year

Year Ended June 30,
2021 2020
$ 3,611,285 $ 3,260,526
7,412,527 7,097,129
219,840 453,157
11,243,652 10,810,812
2,011,705 1,948,356
2,816,174 2,628,758
5,398,927 5,377,711
10,226,806 9,954,825
1,016,846 855,987
263,724 403,456
730
255,189 266,822
1,139,622 1,219,772
(447.798) (469.806)
1,211,467 1,420,244
2,228,313 2,276,231
35,281,575 33,005,344
$37,509,888 $35,281,575

See independent auditor’s report and notes to financial statements.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
STATEMENT OF CASH FLOWS

Year Ended June 30,
2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash receipts from customers for wastewater sales and service $11,150,371 $10,772,846
Cash paid to vendors and suppliers for materials and services (4,076,583) (4,313,654)
Cash paid to employees for salaries and benefits (3.853,660) (3,751,771)
Net Cash Provided by Operating Activities 3,220,128 2,707.421
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Acquisition and construction of capital assets (5,146,392) (5,836,061)
Loan proceeds 3,333,538
Principal paid on long-term debt (593,262) (430,000)
Proceeds from connection/annexation fees 1,139,622 1,219,772
Net Cash Used by Capital and Related Financing Activities (4,600,032) (1,712,751)
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest and investment earnings 239,174 405,228
Proceeds from the sale of capital assets 8,000
CREB Subsidy 258,930 270,413
Interest expense (452.,863) (430,990)
Net Cash Provided by Investing Activities 53,241 244,651
Net Increase (Decrease) in Cash and Cash Equivalents (1,326,663) 1,239,321
Cash and Cash Equivalents, Beginning of Year 19,128,624 17,889,303
Cash and Cash Equivalents, End of Year $17,801,961 $19,128,624

See independent auditor’s report and notes to financial statements.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
STATEMENT OF CASH FLOWS

(Continued)

Year Ended June 30,
2021 2020
RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating Income $1.016,846 $ 855,987

Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation and amortization 2,369,834 2,257,238
Changes in assets and liabilities:
Decrease (increase) in assets:

Accounts receivable (74,887) (39,802)

Prepaid expenses (33,984) 64,450

Other assets (555)

Deferred connection fees 1,562 1,836

Deferred reimbursable agreements (19,956)

Deferred outflows (20,644) 66,760

Increase (decrease) in liabilities:

Accounts payable (12,691) (708,969)

Franchise fees 33,641 43,798

Accrued expenses 44,966 30,094

Other postemployment benefits (153,514) (854,030)

Net pension liabilities 315,229 341,478

Deferred inflows (245.719) 648,581
Total Adjustments 2,203,282 1,851,434
Net Cash Provided by Operating Activities $3,220,128 $2,707,421

See independent auditor’s report and notes to financial statements.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2021 AND 2020

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Reporting Entity

Selma-Kingsburg-Fowler County Sanitation District (the District) was formed on February 16, 1971,
by action of the Fresno County Board of Supervisors through authority of the provisions of the California
Health and Safety Code County Sanitation Districts Act. The governing Board of Directors was established
by statute and by the Board of Supervisors to be comprised of the Chairman of the Board of Supervisors, the
District 4 Supervisor and the mayors of the three Cities of Selma, Kingsburg, and Fowler. The District was
established to serve as a regional sewer treatment authority for the three cities and the Golden State
Boulevard Industrial Corridor. The District is entirely located within the County of Fresno.

Basis of Accounting

The District reports using a proprietary fund which accounts for its activities using the economic
resources measurement focus and the accrual basis of accounting. Under this method, revenues are recorded
when earned and expenses are recorded at the time liabilities are incurred.

Budget

Annual budgets are drafted, reviewed through the public hearing process, and adopted by resolution
of the District’s Board of Directors. The annual budget is the District’s fiscal plan for operation and
maintenance of the District, capital expenses for equipment and facilities, and the revenues in support of the
plan. Amendments to the adopted budget require Board action and budgeting control is maintained at
department levels.

Cash Flows

For purposes of the statement of cash flows, the District considers all highly liquid investments
(including cash held by the County Treasury) with an original maturity of three months or less to be cash
equivalents.

Capital Assets

Capital assets are recorded on the basis of cost. Depreciation is computed using the straight-line
method over the estimated useful lives of the assets, which range from 15 to 50 years for sewage collection,
treatment, disposal facilities and buildings. The useful lives for equipment range from 3 to 25 years.
Expenses for maintenance, repairs, renewals, and those related to the three cities’ collection systems are
expensed as incurred. Expenses for improvements over $8,000 are capitalized.

The District records and capitalizes the construction costs for sewage collection, treatment, and
disposal facilities, which are constructed by the District and to which title is retained by the District.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2021 AND 2020
(Continued)

Compensated Absences

Accumulated unpaid employee vacation benefits are recognized as liabilities of the District.
Seventy percent of accumulated sick leave benefits are recognized as liabilities of the District. This
portion is vested for all full-time employees who have been with the District for more than three months.

Payment will be made in accordance with Employee Handbook Section D-4a.2, whether at 0%, 50% or 70%.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position reports a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents
a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow
resources (expense/expenditure) until then. The District has two items that qualify for reporting in this
category, deferred outflows related to pensions and OPEB.

In addition to liabilities, the statement of financial position reports a separate section for deferred
inflows of resources. The separate financial element, deferred inflows of resources, represents an acquisition
of net position that applies to future period(s) and so will not be recognized as an inflow of resources
(revenue) until that time. These amounts are deferred and recognized as an inflow of resources in the period
that the amounts become available. The District has one type of deferred inflow which qualifies for
reporting in this category, deferred inflows related to pensions.

Pension Plan

The District recognizes a net pension liability, which represents its proportionate share of the excess
of the total pension liability over the fiduciary net position of the pension reflected in the actuarial report
provided by the CalPERS Actuarial Office. The net pension liability is measured as of the District’s prior
fiscal year-end. Changes in the net pension liability are recorded, in the period incurred, as pension expense
or as deferred inflows of resources or deferred outflows of resources depending on the nature of the change.
The changes in net pension liability that are recorded as deferred inflows of resources or deferred outflows of
resources (that arise from changes in actuarial assumptions or other inputs and differences between expected
or actual experience) are amortized over the weighted average remaining service life of all participants in the
respective pension plan and are recorded as a component of pension expense beginning with the period in
which they are incurred. The average remaining service lifetime for the June 30, 2020 and June 30, 2019
measurement periods is 3.8 years.

For purposes of measuring the net pension liability, deferred outflows and inflows of resources
related to pensions, and pension expense, information about the fiduciary net position and additions
to/deductions from the fiduciary net position have been determined on the same basis as they are reported by
CalPERS Financial Office. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when currently due and payable in accordance with the benefit terms.
Investments are reported at fair value. CalPERS audited financial statements are publicly available reports
that can be obtained at CalPERS’ website under Forms and Publications.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2021 AND 2020
(Continued)

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.

2021 2020
Valuation Date June 30, 2019 June 30, 2018
Measurement Date June 30, 2020 June 30, 2019

Measurement Period July 1, 2019 to June 30, 2020 July 1, 2018 to June 30, 2019

Projected earnings on pension investments are recognized as a component of pension expense.
Differences between projected and actual investment earnings are reported as deferred inflows of resources
or deferred outflows of resources and amortized as a component of pension expense on a closed basis over a
five year period beginning with the period in which the difference occurred. Each subsequent year will
incorporate an additional closed basis five-year period of recognition.

Other Postemployment Benefits (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB and OPEB expense, information about the fiduciary net position of the
District’s plan (OPEB Plan) and additions to/deductions from the OPEB Plan’s fiduciary net position have
been determined on the same basis. For this purpose, benefit payments are recognized when currently due
and payable in accordance with the benefit terms. Investments are reported at fair value.

General accepted accounting principles require that the reported results must pertain to liability and
asset information within certain defined timeframes. For this report, the following timeframes are used.

2021 2020
Valuation Date June 30, 2019 June 30, 2019
Measurement Date June 30, 2020 June 30, 2019

Measurement Period June 30, 2019 to June 30,2020  June 30, 2018 to June 30, 2019
Income Taxes

As a governmental agency, the District is exempt from both federal income taxes and California
state franchise taxes.
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SELMA-KINGSBURG-FOWLER COUNTY SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2021 AND 2020
(Continued)

Net Position

Net Position is the excess of all the District’s assets and deferred outflows over all its liabilities, and
deferred inflows. Net Position is divided into three categories as follows:

Investment in Capital Assets describes the portion of net position which is represented by the
current net book value of the District’s capital assets, less the outstanding balance of any debt
issued to finance these assets.

Restricted describes the portion of net position which is restricted as to use by the terms and
conditions of agreements with outside parties, governmental regulations, laws, or other
restrictions which the District cannot unilaterally alter. These principally include facility
capacity fees received for use on capital projects, fees charged for the provision of future water
resources and debt service reserve funds.

Unrestricted describes the portion of net position which is not restricted as to use.

Classification of Revenues

The District’s funds distinguish revenues and expenses and non-operating items. Operating revenues
and expenses generally result from providing services in connection with the District’s ongoing operations.
The principal operating revenues of the District are from Industrial and Domestic/Commercial fees.
Operating expenses include sewage collection and treatment costs, administrative expenses and depreciation
and amortization on plan, property and equipment. All other revenues and expenses not meeting this
definition are reported as non-operating revenue and expenses.

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

Use of Esti