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INDEPENDENT AUDITOR’S REPORT
Board of Directors
Sewerage Agency of Southern Marin
Mill Valley, California
Report on the Financial Statements
We have audited the accompanying financial statements of the Sewerage Agency of Southern Marin,
California (Agency) as of and for the year ended June 30, 2020, and the related notes to the financial
statements, which collectively comprise the Agency’s basic financial statements as listed in the Table of
Contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of 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. 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 the Agency as of June 30, 2020, 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.
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Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis 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.
Report on Comparative Information
The comparative information was derived from financial statements as of and for the year end June 30, 2019,
which was audited by other auditors whose report dated February 1, 2020, expressed an unmodified opinion
on those statements.

Pleasant Hill, California
August 27, 2021
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MANAGEMENT’S DISCUSSION AND ANALYSIS
This section of the Sewerage Agency of Southern Marin's annual financial report presents our
discussion and analysis of the Agency's financial performance during the year that ended on
June 30, 2020.
FINANCIAL HIGHLIGHTS
 The Agency's business-type activities operating revenues from member assessments in fiscal
2020 were about the $611,000 or about 8 percent more than fiscal 2019 as a result of
approved increases in member assessments.
 The Agency ended the 2020 year with about $14.5 million in cash and investments available
to the Agency to continue operations and to continue the Agency's capital improvement
projects. $6.9 million of which is in the Local Agency Investment Fund (LAIF) and $7.5 million
of which is held by the Bank of New York (BNY) for bond related expenditures.
 The net position of the Agency's business-type activities decreased in fiscal year 2020 by
about $5,331,000 or thirty-nine percent compared to the net position of the Agency at June
30, 2019. This decrease was due, in part, to a reduction of cash held in order to fund the
ongoing Waste Water Treatment Plant improvement project as well as a one-time
depreciation expense of about $6.5 million to catch up old construction in progress that was
never booked in active status.
 Total expenses for 2020 increased by about $7,208,000 with almost all of the net increase
being caused by the one-time depreciation expense outlined above. Net capital assets
(additions/deletions less depreciation expense) increased by $1,194,000.
OVERVIEW OF THE FINANCIAL STATEMENTS
This annual report consists of three parts – management’s discussion and analysis (this
section), the basic financial statements, and required supplementary information. The basic
financial statements include one kind of statements that present both a short-term and long-term
view of the Agency:
- Proprietary enterprise fund-type statements offer short- and long-term financial information
about the activities that the Agency operates like businesses, such as the Agency's
wastewater treatment and collection system.
The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of
required supplementary information that provides more data about the Agency's pension plan.
Figure A-1 summarizes the major features of the Agency's financial statements, including the
proportion of the Agency they cover and the types of information they contain. The remainder of
this over view section of management’s discussion and analysis explains the structure and
contents of each of the statements.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
FIGURE A-1 Major Financial Statement Features
Basic Financial Statements
Scope

Activities the Agency operates similar to
private businesses; the wastewater
treatment system

Required financial statements

Statement of net position
Statement of revenues, expenses, and
changes in net position, and .a statement
of cash flows.

Accounting basis and measurement
focus

Accrual accounting
measurement focus

Type of asset/liability information

All assets and liabilities, both financial
and capital, and short-term and longterm focus

Type of inflow/outflow information

All revenues and expenses during the
year, regardless of when cash is
received

and

economic

Basic Financial Statements
The basic financial statements report information about the Agency as a whole using accounting
methods similar to those used by private-sector companies. The statement of net position
includes all the Agency's assets and liabilities. All of the current year’s revenues and expenses
are accounted for in the statement of revenues, expenses, and changes in net position
regardless of when cash is received or paid.
The basic financial statements report the Agency's net position and how it has changed. Net
position – the difference between the Agency's assets, deferred outflows of resources, deferred
inflows of resources and liabilities – is one way to measure the Agency's financial health, or
position.
 Over time, increases or decreases in the Agency's net position are an indicator of whether its
financial health is improving or deteriorating, respectively.
The basic financial statements of the Agency consist of one category:
 Business-type activities – The Agency charges fees to members to help it cover the costs of
certain services it provides. All of the Agency's operations are accounted for in this category.
The Agency uses proprietary enterprise fund type accounting principles to account for all
operations. Proprietary accounting provides both long-and short-term financial information.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FINANCIAL ANALYSIS OF THE AGENCY AS A WHOLE
Net Position. The Agency's combined net position decreased by about $5,330,695 between
years 2020 and 2019. (See Table A-1.)
TABLE A-1 NET POSITION OF THE AGENCY (Rounded to nearest One Hundred Dollars)
The Agency has outstanding $36,590,000 in its 2016 revenue bonds and it retired all of the
outstanding 2012 revenue bonds and the $2,165,000 bond anticipation note in fiscal 2017. The
other noncurrent liabilities include a $5.92 million payable to the City of Mill Valley related to the
Agency’s obligation to pay for all costs incurred by the City in operating the Agency’s Plant and
Facilities under a formal operations and maintenance agreement. The $3.9 million in other
liabilities include $1.49 million for a bond premium received when the bonds were sold as a
result of the financial strength of the Agency, $672,000 in accrued bond interest payable (fully
funded by the Agency in a debt service fund), and the remaining $1.74 million consists of
accounts payable, accrued liabilities, and other miscellaneous liabilities.
The two components of the O&M agreement payable are the proportion amounts of the
unfunded retiree medical costs of City employees assigned to operate the Agency’s Plant and
Facilities and also a proportionate share on the unfunded actuarially determined net pension
liability amount applicable to the same employee group.
Business-Type Activities
2020

2019

2019-2020

$14,541,519
40,298,834

$21,403,600
39,104,800

-32%
3%

54,840,353

60,508,400

-9%

79,899

159,800

-50%

36,590,000
5,920,724
3,911,023

37,135,000
5,522,030
4,182,000

-1%
0%
7%
-6%

46,421,747

46,839,000

-1%

11,256,432
(2,757,927)

17,027,600
(3,198,400)

-34%
14%

$8,498,505

$13,829,200

-39%

Assets:
Current and other assets
Capital assets
Total assets
Deferred Outflow of Resources:
Loss on advance refunding
Liabilities:
Revenue bonds
Bond anticipation notes
O&M agreement payable City Mill Valley
Other liabilities
Total liabilities
Net Position
Net investment in capital assets
Unrestricted
Total net position

Percent Change
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MANAGEMENT'S DISCUSSION AND ANALYSIS
FINANCIAL ANALYSIS OF THE AGENCY AS A WHOLE
Changes in net position. The Agency's total revenues increased by a net $615,000 in 2020
mainly as a result of a $611,000 increase in member assessments. (See Table A-2.) Virtually
all, 95 percent of the Agency's revenue comes from charges for services in the form of
assessments paid to the Agency by its members. The remaining 5 percent comes primarily from
investment earnings and a small amount from other operating revenues. The total cost of all
programs and services increased in 2020 to about $12.5 million.
TABLE A-2 Agency Revenues, Expenses and Changes in Net Position (Rounded to
nearest One Hundred Dollars)
Years Ended June 30

Total
Percentage Change

2020

2019

2019-2020

$8,246,073
167,690
8,413,763

$7,635,300
163,600
7,798,927

8%
3%
8%

2,738,280

2,722,400

.1%

8,884
570,271
86,115
1,483
1,018,847
1,030,729

10,210
543,600
64,443
8,171
307,900
286,600

-13%
5%
34%
-82%
331%
360%

149,057
174,065
147,993
52,679
156,246
6,458,175
12,592,824

152,500
207,900
141,300
37,799
173,333
738,500
5,384,656

-2%
-16%
5%
39%
-10%
874%
234%

Increase (decrease) in net position

(5,330,682)

1,898,700

-281%

Net position, beginning

13,829,187

11,930,500

Revenues
Charges, member assessments
Other revenues
Total revenues
Expenses
Contractual expenses:
Salaries and benefits
Operations and maintenance:
Office and postage
Utilities
Maintenance
Fuel and lubricants
Materials and repairs
Administration and memberships
Consultants, legal and special
tudies
Sludge disposal and dechlorination
Supplies
Insurance
Permits and other
Depreciation
Total expenses

Net position, ending

$ 8,498,505

$
13,829,200

-39%

The largest cost increases in fiscal 2020 were the $711,000 increase in material and repair
costs and a $744,000 increase in administration and membership costs. Along with these, there
was a $5.7 million increase in depreciation attributed to catching up old construction in progress
and depreciating it at the rate consistent to when it should have been placed in active status.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
FINANCIAL ANALYSIS OF THE AGENCY AS A WHOLE
Table A-2 presents the cost of each of the Agency's largest functions from an expense
perspective– operating expenses, and depreciation on capital assets.
 The cost of all Agency functional categories in 2020 was about $12.6 million; about $7.2
million more than the $5.4 million that was reported in the 2019 year.
The Agency paid for these costs by using the $8.2 million in direct charges collected from its
members and other operating revenues. These revenues were about $4.3 million less than was
necessary to cover all of the $12.6 million in operating expenses which includes depreciation.
When depreciation expense is factored out, then the Agency's net cash flows for fiscal 2020
from operations was about a positive $2.1 million.
CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets
At the end of 2020, the Agency had invested $ 40.3 million (net of accumulated depreciation) in
a broad range of capital assets, including land, the treatment plant, collection lines, pumping
stations, improvements, vehicles and small equipment. (See Table A-3.) This amount
represents a net increase (including additions and deductions) of about 3 percent more than last
year. Additional information about capital assets can be found on page 18 of the notes to the
basic financial statements.
TABLE A-3 Agency Investment in Capital Assets, Net of Accumulated Depreciation
(Rounded to nearest One Hundred Dollars)
Total Percentage
Business-type Activities
Change

2020

2019

2020-2019

$ 7,672,821

$ 28,614,128

-73%

460,394

460,394

0%

Treatment plant

21,393,592

21,393,600

0%

Lines

14,181,699

13,280,958

7%

Pumping facilities

7,538,506

2,508,441

300%

25,428,798

3,334,244

763%

1,347,128

778,923

73%

(37,724,104)

(31,265,929)

21%

$40,298,834

$ 39,104,751

3%

Construction
progress

in

Land

Improvements
Equipment
vehicles
Accumulated
depreciation
Total

and
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MANAGEMENT'S DISCUSSION AND ANALYSIS
FINANCIAL ANALYSIS OF THE AGENCY AS A WHOLE
This year’s major capital assets additions included:
Charging about $6.5 million to the treatment plant for depreciation expenses; and capitalizing
$7.6 million in construction in progress and capitalized construction period revenue bond
interest. Major additions to capital assets in fiscal 2020 included:







$4.8 million for phase 1 of the WWTP upgrade project
$107,000 for rehabilitation of the secondary clarifiers
$136,000 related to influent pump replacement
$315,000 for the Trestle Glenn Pump Station
$2.3 million for construction of the Ricardo Road Pump Station
$118,000 for other projects and equipment

Long-Term Debt and Bond Anticipation Notes
The Agency has $36,590,000 in its 2016 revenue bonds outstanding at June 30, 2020, and has
made all required debt service payments. More information can be found starting on page 20 of
the notes to the basic financial statements.
ECONOMIC FACTORS AND NEXT YEAR’S OPERATING PLAN AND RATES
Significant future major capital improvements made it necessary for the Agency to obtain longterm financing from external parties. The proceeds from Agency’s 2016 revenue bonds will
continue to provide the funding for the Agency’s major capital improvements project with
significant design work and construction having been done in fiscal 2020. This major capital
improvement project will continue to be management’s major focus in the 2021 fiscal year.
The Agency will spend considerable additional time, effort, and financial resources to mitigate
the concerns of the State Water Quality Control Board as regards the operational aspects of the
Agency. It is, as it always has been, the goal of the Agency to provide the best possible service
levels and to avoid any discharges that would violate the Water Code or the Agency’s NPDES
Permit. The Agency will continue to work with regulatory agencies to enhance and improve the
treatment plant and its ability to serve all of its members.
CONTACTING THE AGENCY'S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, customers, and investors and creditors
with a general overview of the Agency's finances and to demonstrate the Agency's
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the General Manager, Sewerage Agency of Southern
Marin, 26 Corte Madera Avenue, Mill Valley, California, 94941.
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Sewerage Agency of Southern Marin
Statement of Net Position
June 30, 2020
(With Comparative Totals at June 30, 2019)
ASSETS

2020

2019

$6,940,658
1,263,464
45,471
7,792

$3,628,445
1,216,709
48,246
7,652

8,257,385

4,901,052

6,284,134

16,502,616

6,284,134

16,502,616

460,394
7,672,821

460,394
28,614,128

8,133,215

29,074,522

14,181,699
21,393,592
7,538,506
25,428,798
1,347,128
(37,724,104)

13,280,958
21,393,592
2,508,441
3,334,244
778,923
(31,265,929)

Net capital assets

40,298,834

39,104,751

Total noncurrent assets

46,582,968

55,607,367

'Total Assets

54,840,353

60,508,419

79,899

159,796

830,352
735,831
20,000
671,572
605,000

1,005,889
4,536
735,831
20,000
671,572
545,000

2,862,755

2,982,828

153,426
35,985,000
1,499,842
5,920,724

139,557
36,590,000
1,604,613
5,522,030

Current Assets:
Cash and investments
Debt service funds held by bond trustee
Receivables (net)
Prepayments
Total current assets
Noncurrent assets:
Other assets:
Bond proceeds held by bond trustee
Net other assets
Capital assets:
Capital assets not being depreciated:
Land
Construction in progress
Total not being depreciated
Capital assets being depreciated:
Conveyance lines
Treatment plant
Pumping stations
Improvements
Equipment and vehicles
Less accumulated depreciation

DEFERRED OUTFLOW OF RESOURCES
Loss on advance refunding
LIABILITIES AND NET POSITION
Current Liabilities:
Accounts payable
Accrued liabilities
Contract retentions
Compensated absences
Accrued interest payable
Revenue bonds due in one year
Total Current Liabilities
Noncurrent liabilities:
Compensated absences
Revenue bonds due in more than one year
Premium on the sale of bonds, net of amortization
Long-term O&M agreement payable
Total Liabilities

46,421,747

46,839,028

11,256,432
(2,757,927)

17,027,550
(3,198,363)

NET POSITION:
Net investment in capital assets
Unrestricted
Total Net Position

$8,498,505

The accompanying notes are an integral part of the financial statements
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$13,829,187

Sewerage Agency of Southern Marin
Statement of Revenues, Expenses, and Changes in Net Position
The Year Ended June 30, 2020
(With Comparative Totals For The Year Ended June 30, 2019)
2020

2019

$8,246,073
21,490
116,439
29,261
500

$7,635,254
21,492
107,850
32,745
1,586

8,413,763

7,798,927

2,738,280

2,722,388

8,884
147,993
570,271
86,115
1,483
1,018,847
1,030,729
149,057
174,065
52,679
156,246
6,458,175

10,210
141,283
543,638
64,443
8,171
307,935
286,621
152,477
207,856
37,799
173,333
738,493

12,592,824

5,394,647

(4,179,061)

2,404,280

NON-OPERATING REVENUES (EXPENSES)
Investment income
Interest expense
Insurance recoveries

257,795
(1,409,416)

485,660
(1,316,625)
325,388

Total non-operating revenues (expenses)

(1,151,621)

(505,577)

Increase (decrease) in net position

(5,330,682)

1,898,703

Total net position, beginning

13,829,187

11,930,484

Total net position, ending

$8,498,505

$13,829,187

OPERATING REVENUES
Member assessments
Pump station maintenance
Reclaimed water sales
Disposal fees
Other revenues
Total operating revenues
OPERATING EXPENSES
Contractual agreement expenses:
Contracted salaries and benefits
Operations and maintenance expenses:
Office and postage
Supplies
Utilities
Maintenance
Fuel and lubricants
Materials and repairs
Administration and memberships
Consultants, legal and special studies
Sludge disposal, laboratory and dichlorination
Insurance
Permits and other
Depreciation
Total operating expense
Operating income (loss)

See accompanying notes are an integral part of the financial statements
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Sewerage Agency of Southern Marin
Statement of Cash Flows
For The Year Ended June 30, 2020
(With Comparative Totals For the Year Ended June 30, 2019)
2020
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Other receipts
Payments to suppliers for goods and services
Payments for contracted employee services and benefits
Net cash provided by
operating activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Payment of revenue bond principal
Payment revenue bond interest
Collections (funding of) on long-term loans receivable
Insurance recoveries
Purchases of capital assets
Net cash used for capital and
related financing activities

2019

$8,248,848
167,550
(2,913,817)
(2,988,342)

$7,635,254
162,323
(1,969,658)
(2,522,916)

2,514,239

3,305,003

(545,000)
(1,434,290)

(7,652,258)

(295,000)
(1,350,519)
(11,930)
325,388
(13,624,938)

(9,631,548)

(14,956,999)

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

257,795

485,660

Net Cash Provided by Investing Activities

257,795

485,660

Net Increase in Cash and Cash Equivalents

(6,859,514)

(11,166,336)

Balances-beginning of the year

21,347,770

32,514,106

Balances-end of the year

$14,488,256

$21,347,770

($4,179,061)

$2,404,280

Reconciliation of operating income(loss) to
net cash provided by operating activities:
Operating income
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation expenses
Change in assets and liabilities:
Receivables
Prepayments
Accounts payable for services
Accrued liabilities
Compensated absences
Long-term O&M agreement

6,458,175
2,775
(140)
(175,537)
(4,536)
13,869
398,694

Net Cash Used by Operating Activities

$2,514,239

Noncash capital financing activities: None
See accompanying notes to financial statements

11

738,493
(1,350)
(7,652)
(28,992)
752
31,301
168,171
$3,305,003
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SEWERAGE AGENCY OF SOUTHERN MARIN
Notes to the Basic Financial Statements
For the Year Ended June 30, 2020
NOTE 1. Summary of Significant Accounting Policies
A. Reporting Entity
The Sewerage Agency of Southern Marin (the Agency) was formed in October 1979 as a successor to a
joint powers agency created in 1973 to develop sub-regional sewer plant facilities. The Agency is a joint
powers agency with six members; The City of Mill Valley, the Richardson Bay, Almonte, Alto, and
Homestead Sanitary District's and the Tamalpais Community Services District. The Agency is a standalone governmental entity, and it is not financially accountable for any other governmental unit or agency;
it has no component units. According to the provisions of the Joint Powers Agreement, all excess
administration, operations, and maintenance funds, from whatever source, are the sole property of the
Agency and not its members. If excess monies are available, the Agency may, but is not required to, reduce
member assessments for the subsequent year. There are no provisions for sharing among members the net
earnings of the Agency.
B. Financial Statements
The government-wide financial statements (i.e., the statement of net position and the statement of changes
in net position) report information on all of the nonfiduciary activities of the Agency.
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Member assessments are recognized as revenues in
the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.
Member assessments, other charges and interest associated with the current fiscal period are all considered
to be susceptible to accrual and so have been recognized as revenues of the current fiscal period.
The Agency is engaged in only business-type activities and the Agency's basic financial statements consist
of only the financial statements required for enterprise funds. These include management's discussion and
analysis, a statement of net position, a statement of revenues, expenses, and changes in net position, a
statement of cash flows, these notes to the basic financial statements, and required supplementary
information.
Proprietary enterprise funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and delivering
goods in connection with a proprietary fund's principal ongoing operations. The principal operating
revenues of the Agency are charges to the members for wastewater treatment services. Operating expenses
for enterprise funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating revenues
and expenses.
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SEWERAGE AGENCY OF SOUTHERN MARIN
Notes to the Basic Financial Statements
For the Year Ended June 30, 2020
NOTE 1. Summary of Significant Accounting Policies (Continued)
D. Assets, Liabilities, and Net Position
1. Deposits and Investments
The Agency's cash and cash equivalents are considered to be cash on hand, demand deposits, and shortterm investments with original maturities of three months or less from the date of acquisition.
State statutes authorize the Agency to invest in obligations of the U.S. treasury, commercial paper, corporate
bonds, repurchase agreements, the State Treasurer's Investment Pool.
Investments for the Agency are reported at fair value. The State Treasurer's Investment Pool operates in
accordance with appropriate state laws and regulations. The reported value of the pool is the same as the
fair value of the pool shares. Investments are considered level 1 under the GAAP fair value framework.
Under level 1, inputs are quoted price for identical assets and liabilities in markets at the measurement date.
2. Receivables and Assessment Revenues
All trade and assessment receivables are not shown net of an allowance for uncollectibles.
The member assessments are set annually by the Agency as part of the adoption of each year's financial
operating plan. These charges are determined based upon the number of equivalent dwelling units (EDUs)
within each member jurisdiction times the dollar rates necessary to generate the amount of monies needed
by the Agency to pay for operating and capital costs.
3. Inventories and Prepaid Items
All inventories are valued at cost based upon physical determinations made at the end of each year. The
Agency has no significant inventories.
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in the financial statements.
4. Cash Reserves and Cash Equivalents
On April 20, 2000, the Agency established a contingency reserve policy for the purpose of balancing
revenues and expenses in a given year, providing funds for major repairs and replacements of the plant,
providing a source of emergency operating funds, providing funds for major capital improvements and a
risk management reserve. A combined reserve of $3.4 million was established. Use of the $3.4 million
required specific approval of the Board of Commissioners.
In previous years, this contingency fund had been shown as another asset in the accompanying financial
statements as it was not available for general operations. The fund was used in fiscal 2009 through fiscal
2017 to pay the costs of major capital improvements and unanticipated claims, studies, and related
expenses. The Agency has approved increases in member assessments in order to replenish the reserve
funds.
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SEWERAGE AGENCY OF SOUTHERN MARIN
Notes to the Basic Financial Statements
For the Year Ended June 30, 2020
NOTE 1. Summary of Significant Accounting Policies (Continued)
5. Capital Assets
Capital assets, which include land, treatment plant, conveyance lines, pumping stations, improvements,
equipment, and vehicles, are reported in the financial statements. Capital assets are defined by the Agency
as assets with an initial, individual cost of more than $ 2,500 and an estimated useful life in excess of one
year. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets and assets constructed by developers are recorded at estimated fair market value at
the date of donation. The costs of normal maintenance and repairs that do not add to the value of asset or
materially extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred during the construction phase of capital assets of
business-type activities is included as part of the capitalized value of the assets constructed.
Property, plant, and equipment of the Agency are depreciated using the straight line method over the
following estimated useful lives:
Assets
Conveyance lines
Treatment plant
Pumping stations
Improvements
Machinery and equipment
Vehicles

Years
20-75
10-50
20-40
5-30
5-20
5-7

6. Compensated Absences
It is the Agency's policy to permit employees to accumulate earned but unused vacation and sick pay
benefits. There is a liability for a portion of unpaid accumulated sick leave since the Agency does have a
policy to pay a certain amount of accumulated sick leave amounts when employees separate from service
with the Agency either at retirement or termination of employment. This unpaid sick leave is recorded by
the Agency as the long-term portion of compensated absences. The liability for unpaid vacation is recorded
in the financial statements when the liability is incurred and is reported as the current portion of such
compensated absences. Therefore, the liability for both unpaid vacation and sick leave is reported in the
statement of net position.
7. Long-term Obligations
In enterprise fund-type financial statements, long-term debt and other long-term obligations are reported as
liabilities in the statement of net position. The Agency reports its liabilities related to pension and other
post-employment benefits, the net OPEB Obligation, as a long-term obligation.
8. Net Position
In the financial statements, fund net position is reported in two categories:
 Net investment in capital assets - This category of net position reports the net book value of capital
assets used in Agency operations including all net of related accumulated depreciation, revenue
bond principal, bond premium, but including unspent bond proceeds.
 Unrestricted - Unrestricted net position represented all other assets net of related liabilities available
for use by the Agency.
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NOTE 1. Summary of Significant Accounting Policies (Continued)
9. Pension and Other Post-Employment Benefits
Under the provision of an operations and maintenance agreement with the City of Mill Valley, the City is
to operate, maintain and manage the Agency's wastewater treatment and disposal facilities owned by the
Agency. The Agreement provides that the Agency will pay the City for all costs associated with the
operation, maintenance, administration, and capital improvements of the Agency. The staff of employees
for the operation and maintenance of the Agency facilities shall be the responsibility of the City. The
Agency does not maintain any separate Other Post-Employment Benefit Trust or Employee Pension Plan.
The amount of the Agency's other post-employment obligation was based upon a separate actuarial
valuation of the City's total OPEB valuation as to those employees providing services exclusively to the
Agency for the operation, management and administration of the Agency's treatment plant and disposal
system. In fiscal year 2015, the City implemented the Governmental Accounting Standards Board (GASB)
Statement Number 68, Accounting and Financial Reporting for Pensions. Under the accounting and
financial reporting standards, the City recognized the total net pension liability applicable to all City plans,
and those City plans include the pension benefits applicable to the City employees assigned exclusively to
the operate, manage, and administer the Agency. The City has determined, based upon a separate actuarial
valuation, the amount of the plan's net pension liability that is applicable to employees operating,
maintaining, and managing the Agency. The Agency's actuarially determined share applicable to the City's
net pension liability is reported in these financial statements as a part of the long-term O&M agreement
payable along with the formerly reported OPEB obligation. The Agency commenced making actual
repayments to the City in the fiscal year 2015. This obligation was $5,920,724 at June 30, 2020.
NOTE 2. Detailed Notes
A. Deposits and Investments

Deposits and investments at June 30, 2020 consisted of:
Deposits and investments:
City of Mill Valley Investment Pool:
Local Agency Investment Fund (LAIF)
Bank of New York Mellon:
Dreyfus Treasury Securities Cash Management
Institutional Shares Money Market Fund
Total deposits and investments

Amounts
$6,940,658

7,547,598
$14,488,256
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NOTE 2. Detailed Notes (Continued)
A. Deposits and Investments (Continued)
The City is authorized to invest Agency funds in conformance with the City's investment policy. In addition,
the Agency had $7,547,798 held by its bond trustees and all invested in cash or the Dreyfus Treasury
Securities Cash Management Institutional Shares Money Market Fund.
Custodial Credit Risk-Deposits -- Custodial credit risk is the risk that in the event of a bank failure, the
City's deposits may not be returned to it. The City's policy for deposits of its or the Agency's funds is that
deposits will be made only in institutions in California, they will be insured or collateralized with United
States backed securities, and time certificates of deposit shall have a maturity of less than three years. At
June 30, 2020, all of the monies invested in time deposits in the City's pool were fully insured by FDIC
insurance.
Interest Rate Risk- As a means of limiting its exposure to fair value losses arising from interest rates, the
City has limited its investment of Agency funds to investment in the State of California Local Agency
Investment Fund. The $7,547,598 held by the revenue bond trustee is invested in accordance with the
Investments allowed by the bond indentures.
Credit Risk - State law limits investments in various securities to certain levels of risk issued by nationally
recognized statistical rating organizations. It is the City's policy to comply with state law as regards security
ratings. The LAIF also complies with those limitations prescribed by State Law.
Custodial Credit Risk - For an investment, custodial credit risk is the risk that, in the event of the failure of
a counterparty, the City would not be able to recover the value of its investments or collateral securities that
are in the possession of an outside party. None of the Agency's funds were invested in specific securities.
All monies were invested in the LAIF or in the Dreyfus Treasury Securities Cash Management Institutional
Shares Money Market Fund with such investments not being evidenced by specific securities, and therefore
not subject to custodial credit risk.
Fair Value Measurements - The Agency categorizes its fair value measurements within the fair value
hierarchy established by generally accepted accounting principles. The hierarchy is based on the valuation
inputs used to measure the fair value of an asset. Level 1 inputs are quoted market prices in active markets
for identical assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant
unobservable inputs. The Agency has no separately held investments as its funds are held by the City of
Mill Valley's Investment pool and by a bond trustee bank investment pool. The City and Bond Trustee
value their investment pools using pricing methods viewed as Level 1 inputs.
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NOTE 2. Detailed Notes (Continued)
B. Receivables
Receivables at June 30, 2020, in the aggregate, net of the applicable allowances for uncollectible accounts,
are as follows:
Amounts
Receivables:
Current:
Lateral Improvement Loans
Accounts (credits)

$46,399
(928)

Total current receivables

$45,471

C. Capital Assets
Capital assets activity for the year ended June 30, 2020 was as follows:
July 1, 2019
Balance
Business-type activities:
Capital assets not being depreciated:
Land
Construction in progress
Total capital assets not being depreciated
Capital assets being depreciated:
Treatment system:
Conveyance lines
Treatment plant
Pumping stations
Improvement
Equipment and vehicles
Total capital assets being depreciated
Less accumulated depreciation for:
Conveyance lines
Treatment plant
Pumping stations
Improvements
Equipment and vehicles
Total accumulated depreciation
Total capital assets, being depreciated, net
Business-type activities capital assets, net

Increases

Retirements/
Adjustments

Transfers

June 30, 2020
Balance

$460,394
28,614,128

$7,643,013

($28,584,320)

$460,394
7,672,821

29,074,522

7,643,013

(28,584,320)

8,133,215

13,280,958
21,393,592
2,508,441
3,334,244
778,923

900,741

65,527
114,017

($170,299)

5,030,065
22,199,326
454,188

14,181,699
21,393,592
7,538,506
25,428,798
1,347,128

41,296,158

179,544

(170,299)

28,584,320

69,889,723

(6,502,325)
(19,512,841)
(2,256,325)
(2,344,448)
(649,990)

(268,832)
(375,190)
(991,061)
(4,427,174)
(395,918)

(6,771,157)
(19,888,031)
(3,247,386)
(6,771,622)
(1,045,908)

(31,265,929)

(6,458,175)

(37,724,104)

10,030,229

(6,278,631)

(170,299)

$39,104,751

$1,364,382

($170,299)

28,584,320

32,165,619
$40,298,834

D. Long-Term Obligations
Changes in long-term debt for the fiscal year ended June 30, 2020 was as follows:
Balance
Beginning

Retirements

Balance Ending

Amounts Due In
One Year

Revenue Bonds 2016

$37,135,000

$545,000

$36,590,000

$605,000

Totals

$37,135,000

$545,000

$36,590,000

$605,000
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NOTE 2. Detailed Notes (Continued)
D. Long-Term Obligations (Continued)
2016 Revenue Bonds
On November 9, 2016, the Agency issued $38,000,000 in its Revenue Bonds, Series 2016. The revenue
bonds were sold to provide financing for improvements to the Agency's facilities for the collection,
treatment, reclamation and disposal of sewage and other wastewater, and to refund the outstanding revenue
bonds, series 2012 and refund the $2,165,000 in outstanding bond anticipation notes. The Agency
transferred $6,623,752 in bond proceeds and $89,838 in existing Agency funds to an escrow agent to
advance refund the bond anticipation notes and defease the 2012 revenue bonds. The Agency recognized a
$319,590 economic loss on the refunding transaction resulting from the reacquisition price being greater
than the carrying value of the refunded debt obligations. This deferred outflow of resources is being
amortized over the remaining life of the advance refunded debt.
Interest and principal on the bonds is payable in semiannual installments of principal and interest
commencing January 1, 2017, and continuing through July 1, 2046. The bonds bear interest at rates of 3
percent to 5 percent.
The bonds consist of $22,940,000 in serial bonds maturing July 1, 2017, through July 1, 2039, in varying
amounts and $15,060,000 in term bonds subject to mandatory sinking account payments for a total of
$38,000,000 shown in the future debt service note on the following page. The term bonds are subject to
mandatory sinking account payments as follows:
Term Bond Maturity
Date

Mandatory Sinking
Account Payments

July 1, 2032
July 1, 2033
July 1, 2040
July 1, 2041
July 1, 2042
July 1, 2043
July 1, 2044
July 1, 2045
July 1, 2046

$1,355,000
1,400,000
1,730,000
1,790,000
1,845,000
1,655,000
1,705,000
1,760,000
1,820,000
$15,060,000

Bonds maturing before July 1, 2026, are not subject to optional redemption prior to maturity. Bonds
maturing on and after July 1, 2027, are subject to redemption, at the option of the Agency, on any date after
July 1, 2026, at a price equal to the principal amounts without premium. Bonds maturing on July 1, 2033,
July1, 2041 and July 1, 2046, and thereafter, as specified above, shall be redeemed by application of
mandatory sinking account payments as specified in the authorizing documents.
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NOTE 2. Detailed Notes (Continued)
D. Long-Term Obligations (Continued)
2016 Revenue Bonds (Continued)
The bonds are limited obligations of the Agency payable solely from revenues under the Indenture which
revenues shall consist of essentially the member assessments paid each year to the Agency for the operation
and maintenance of the Agency's Treatment Plant and System. Each of the Agency's members have agreed
to pledge their net system revenues to the extent that the Agency will be able to provide sufficient funds to
pay the principal and interest on the Agency's bonds. Members have agreed to rate covenants providing for
rate structures sufficient to generate enough revenues to operate their wastewater systems and pay the
member assessments levied by the Agency to cover its operating costs and the debt service on the 2016
revenue bonds. The Agency may not issue any additional obligations, its members may issue parity debt
provided certain conditions are met as set forth in the documents authorizing the 2016 revenue bonds.
Future debt service on the 2016 bonds is as follows:
Fiscal Year
2021
2022
2023
2024
2025
2026-2030
2031-2035
2036-2040
2041-2045
2046-2047
Totals

Principal

Interest

Totals

$605,000
745,000
865,000
915,000
960,000
5,530,000
6,760,000
7,905,000
8,725,000
3,580,000

$1,300,769
1,267,019
1,226,769
1,182,269
1,135,394
4,940,795
3,753,445
2,622,792
1,284,644
117,325

$1,905,769
2,012,019
2,091,769
2,097,269
2,095,394
10,470,795
10,513,445
10,527,792
10,009,644
3,697,325

$36,590,000

$18,831,221

$55,421,221

Long-Term O&M Agreement Payable to City Mill Valley
The Agency has an operations and maintenance agreement with the City of Mill Valley wherein the Agency
agreed to pay to the City all costs associated with the operations, maintenance, administration, and capital
improvements of the Agency. The City hires employees specifically for the purpose of operating,
maintaining, and managing the Agency's wastewater treatment and disposal facilities. The costs of these
employees as well as related pension and post-employment medical benefits are deemed as allowable costs
under the agreement. The Agency itself does not maintain separate employee's pension or post-employment
benefit trust as such employees providing services to the Agency participate in the City's PERS retirement
and OPEB Plans.
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D. Long-Term Obligations (Continued)
Long-Term O&M Agreement Payable to City Mill Valley (Continued)
Because of the special financing agreement between the City and the Agency, which the agreement requires
the Agency to pay all costs, the Agency has reported a long-term obligation payable to the City equal to the
actuarially determined prorated share of the City's net pension liability, related pension deferrals and OPEB
liabilities. The Agency commenced making repayments to the City for such costs in fiscal year 2015.
Activity under the agreement in fiscal 2020 was:

O&M Agreement Payable

Balance
Beginning

Increases

Payments

Balance
Ending

OPEB (retiree medical) costs
Pension related costs

$2,487,411
3,034,619

$90,344
817,455

$115,280
393,825

$2,462,475
3,458,249

Totals

$5,522,030

$907,799

$509,105

$5,920,724

The underlying obligation is determined by OPEB and pension valuations. See the notes to the City of Mill
Valley's fiscal 2020 financial statements for additional information and valuation assumptions.
NOTE 3. Other Information
A. Risk Management
The Agency is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; and natural disasters, for which the Agency carries insurance. The Agency is a member
of the California Sanitation Risk Management Authority which is a pooled liability program whose purpose
is to purchase insurance coverage on behalf of its members.
The Authority acts as a common risk management and insurance program for 50 member sanitary districts.
Each member agency is assessed a premium based on ratable exposure. At year end, the premiums are
retrospectively rated based on exposure and the actual loss histories of the individual member agencies. If
member losses exceed member premiums, surcharges are assessed to compensate for this situation, and if
member losses are less than premiums then premiums are adjusted or refunded to members.
The risk of loss is transferred from the Agency to the Authority under this arrangement. The Authority
provides coverage for the first $500,000 in general liability claims with the Agency being responsible for
the first $25,000. The Authority provides coverage for the next $25 million in claims by purchasing
commercial insurance coverage. The Authority provides insurance covering the Agency's plant and
business property. Workers’ compensation coverage is provided by the City of Mill Valley with statutory
coverage through the City's self-insurance program.
The Agency paid no material uninsured losses during the last three fiscal years. There have been no
significant reductions in insurance coverage, and there have been no settlements exceeding insurance
coverage over the three years.
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A. Risk Management (Continued)
Liabilities of the Agency are reported when it is probable that a loss has occurred, and the amount of the
loss can be reasonably estimated. Liabilities include an amount for claims that have been incurred but not
reported (IBNRs). The result of the process to estimate the claims liability is not an exact amount as it
depends on many complex factors, such as inflation, changes in legal doctrines, and damage awards.
Accordingly, claims are reevaluated periodically to consider the effects of inflation, recent claim settlement
trends (including frequency and amount of pay-outs), and other economic and social factors. There were
no uninsured claims or assessments at June 30, 2019 and 2020.
The Agency entered into a settlement agreement with the California Regional Water Quality Control Board
in regard to two discharge events that occurred in January 2008. In exchange for a full release of all claims
and allegations in the complaint, the Agency agreed to a total assessment of $1.6 million. Of the total
assessment of $1.6 million, the Agency has paid $800,000 in cash over a period of three years with the last
$250,000 payment having been made in fiscal 2011. In addition, the settlement provides that the Agency
shall fund and implement $800,000 in improvements and programs referred to as supplemental
environmental projects. The specific projects include providing funding for $200,000 to the Richardson
Bay Aramburu Project and $600,000 in funding for a Private Lateral Replacement Program which is
ongoing.
B. Contingencies and Assessment of Civil Liability
Litigation. The Agency is not involved in any litigation that might have a financial impact upon the Agency.
However, a claim has been asserted against the Agency regarding damage to properties resulting from
concentrated rainfall in the winter of 2005. The ultimate disposition of this claim is not known at this time.
C. Related Party Transactions
The Agency has contracted with the City of Mill Valley for the management, maintenance, and operation
of the sanitary facilities. These services include providing certain administrative services for which the
Agency reimbursed the City. Assessment revenues received by the Agency from the City of Mill Valley
were $4,059,591 for the 2020 fiscal year.

22

