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Agenda Item: D-1
Date: 08/28/18
THE REGULAR MEETING OF THE BOARD OF DIRECTORS
OF STOCKTON EAST WATER DISTRICT WAS HELD AT THE DISTRICT OFFICE
6767 EAST MAIN STREET, STOCKTON, CA
ON TUESDAY, AUGUST 21, 2018 AT 12:00 NOON
A. PLEDGE OF ALLEGIANCE AND ROLL CALL
President McGurk called the regular meeting to order at 12:20 p.m., and Director Cortopassi
led the Pledge of Allegiance.

FT

Present at roll call were Directors Atkins, Cortopassi, McGaughey, McGurk, Panizza,
Sanguinetti and Watkins. Also present were Manager Moody, Assistant Manager Johnson,
Finance Director Vega, District Engineer Lee, Administrative Services Manager Carido,
Administrative Clerk Curtis, Legal Counsel Zolezzi and Consultant Barkett.
B. CONSENT CALENDAR (None)

RA

C. PUBLIC COMMENT
Director Cortopassi reported there is a picture of President McGurk and Manager Moody in
the ACWA/JPIA Perspective from the March 13, 2018 Regular Board Meeting when the
District was presented a refund check for being part of the Liability, Property & Workers’
Compensation Programs with ACWA/JPIA.
D. SCHEDULED PRESENTATIONS AND AGENDA ITEMS
1. Minutes 08/14/18 Regular Meeting

A motion was moved and seconded to approve the August 14, 2018 Regular Meeting
Minutes, as presented.
Roll Call:
Ayes:
Atkins, Cortopassi, McGaughey, McGurk, Panizza, Sanguinetti, Watkins
Nayes:
None
Abstain: None
Absent: None

D

2. Warrants
a. Fund 68 – Municipal & Industrial Groundwater Fund
b. Fund 70 – Administration Fund
c. Fund 71 – Water Supply Fund
d. Fund 91 – Vehicle Fund
e. Fund 94 – Municipal & Industrial Fund
f. Payroll
g. Summary
h. Short Names/Acronym List
i. SEWD Vehicles & Equipment
Director Sanguinetti inquired on the expense on page 13, line item 6 for Fremont Plaza
Ace Hardware for flex tape to repair Unit #52 in the amount of $30.50. Manager Moody
replied he is unsure what the tape was used to repair.
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Director Atkins inquired on the expense on page 11, line item 7 for Hach Company for
service Water Quality Monitoring Station at Farmington birdcage in the amount of
$5,386.00. District Engineer Lee replied this is a turbidity meter that is serviced on a regular
basis. Manager Moody added this meter lets the Plant know when the turbidity spikes and
that there is an issue heading into the Plant.

FT

A motion was moved and seconded to approve the August 21, 2018 Warrants, as presented.
Roll Call:
Ayes:
Atkins, Cortopassi, McGaughey, McGurk, Panizza, Sanguinetti, Watkins
Nayes:
None
Abstain: None
Absent: None
3. Central San Joaquin Water Conservation District Discussion
Nothing to report.

RA

4. Dr. Joe Waidhofer Water Treatment Plant – Alum (T2) Tank Update
Assistant Manager Johnson provided the Board with an update on the Alum (T2) Tank.
Assistant Manager Johnson reported the District received a shipment of acidified alum
from Chemtrade Chemicals US LLC (Chemtrade) on Wednesday, July 18th. Three days
later staff conducted a routine switchover to the tank with this fresh chemical and
discovered the treatment process was not working. Staff was forced to waste treated water
to the South Reservoir while the problem was investigated. The problem turned out to be
that the fresh chemical had coagulated in the chemical feed line, rendering it unusable.
Assistant Manager Johnson reported water production services were not interrupted
because the Plant had enough FilterAid and other chemicals to keep the Plant running. Staff
called Thatcher Co. of California (Thatcher) for an emergency load of acidified alum,
which they delivered in time to keep the plant operating.
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Assistant Manager Johnson reported Chemtrade took responsibility for the coagulation of
chemical in the District’s tank and removed and disposed of the unusable chemical, in
addition to cleaning the feed lines and tank. Assistant Manager Johnson reported when
Chemtrade conducted their own investigation they were unable to come up with an exact
cause for the product instability. Assistant Manager Johnson reported Chemtrade is a third
party, meaning they do not have a lot of quality control over the chemicals delivered.
Chemtrade representatives offered corrective actions such as; refresh training of personnel
on manufacturing, improve plant records and process improvements for consistency.
Director Watkins inquired if Chemtrade delivers chemicals via their own trucks or if they
outsource delivery. Assistant Manager Johnson reported he believes they have their own
trucks, but believes they mix the acidified alum in the truck during transport. The other
vendor, Thatcher, does everything from chemical production to delivery. Chemtrade seems
to be a third party between the chemical manufacturer and delivery.
Assistant Manager Johnson commended the Operations Department for responding well
and protecting public health. However, the seriousness of this event should not be
Board Meeting – 08/21/18
Draft

2

2

underestimated. Under slightly different circumstances, the District could have been forced
to shut down the Plant.
Director Atkins inquired if a Safety Data Sheet is provided to the District upon delivery of
each chemical load. Assistant Manager Johnson replied yes and it was labeled correctly,
however, what they supplied congealed.

FT

Director Sanguinetti inquired why all of a sudden when the chemical was introduced into
the tank it congealed, but in the delivery truck, it was fine. Assistant Manager Johnson
replied no one has the answer to that question, but after a few days of sitting in the tank it
was unusable. Director Sanguinetti replied perhaps the amount of time the chemicals sit in
the tank before use should be evaluated.
Director Atkins suggested that perhaps the transfer of chemicals from the truck to the tank
could have been done with a contaminated hose, contaminating the chemical.
Director Cortopassi inquired if the District has two tanks full of the same kind of chemical
at the same time with separate supply lines for each tank. Assistant Manager Johnson
replied yes.

RA

Director Atkins inquired on the timeline to clean out the tank and feed line. Assistant
Manager Johnson replied it was a total of 4-weeks; however, 3-weeks consisted of
Chemtrade determining how to dispose of the chemical. It took ~1-week to clean the
chemical out of the tank, which equated to 3 truckloads of product being removed.
Director Atkins inquired if samples are taken of each chemical upon delivery. Manager
Moody replied no.

5. Memo – Chemtrade Chemicals US LLC Contract
Manager Moody provided the Board with a memo regarding the Chemtrade Chemicals US
LLC Contract. Assistant Manager Johnson reported staff conducted a budget analysis of
switching chemical vendors for alum. Assistant Manager Johnson reported there would be
an increase of $274.70 per dry ton if the District were to switch from Chemtrade to
Thatcher.

D

Assistant Manager Johnson reported staff estimates ~$77,000 in additional funds for the
remainder of the year to make the vendor switch. Staff predicts this can be absorbed in the
$1,000,000 chemical budget for this Fiscal Year.

Assistant Manager Johnson reported the District needs to be protected from events of this
kind, especially since Chemtrade was unsuccessful in finding a cause of the event.
Director Watkins inquired if the other agencies that faced this same problem were given
an answer as to why it happened. Manager Moody replied no.
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Manager Moody added, when the District approves chemical bidders each year, the bids
are awarded to the lowest responsible bidder Chemtrade would be considered irresponsible
if they cannot identify a cause.

FT

A motion was moved and seconded to approve cancelling the current chemical contract
with Chemtrade Chemicals US LLC and contracting with Thatcher Co. of California for
Liquid Alum for the remainder of this Fiscal Year, as presented.
Roll Call:
Ayes:
Atkins, Cortopassi, McGaughey, McGurk, Panizza, Sanguinetti, Watkins
Nayes:
None
Abstain: None
Absent: None

Assistant Manager Johnson provided the Board with an update on the taste and odor issue.
The algae is now brown and it is at the end of its life cycle. The turbidity is down to 6-6 ½
and THMs leaving the Plant are less than 30. Assistant Manager Johnson reported the
cooler temperatures reduce the likelihood of future algae blooms.
Assistant Manager Johnson reported he received a complaint call this morning from a City
of Stockton customer advising the water feels oily.

RA

John Freeman, Cal Water reported they have not received any calls lately. Cal Water is
producing ~6 million gallons a day in well water to blend with the other water to help
reduce the taste and odor issue. Mr. Freeman reported that once the District receives the
test results back, and Cal Water is satisfied with the results, they will turn their wells off.
For now, they are reporting to their customers that the water meets all state and federal
standards.

Manager Moody reported when he called the Department of Drinking Water to inform
them of the taste and odor issue they recommended the same test that Cal Water had. Once
the District receives the results in the next couple weeks the results will be shared with
both entities.

D

E. COMMITTEE REPORTS
1. San Joaquin County Flood Control and Water Conservation District Advisory Water
Advisory Commission Meeting, 08/15/18
President McGurk attended the August 15, 2018 San Joaquin County Flood Control and
Water Conservation District Advisory Water Commission Meeting. President McGurk
reported there was discussion on all Commission members needing to take required
training, even though they may have completed training, like Ethics, through another one
of their Board assignments. President McGurk reported that Supervisor Winn advised
attendance will now be checked at committee meetings to see who is attending and which
committees are actually meeting. President McGurk reported there were three scheduled
presenters to provide presentations on the Substitute Environmental Document (SED).
John Herrick, South Delta Water Agency (SDWA) was unable to attend so he sent a letter
with SDWA’s position. Peter Rietkerk, South San Joaquin Water Conservation District
(SSJID) discussed Phase I of the SED. Manager Moody commented to some of Mr.
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Rietkerk’s presentation about how Phase I will affect the District and the Urban
Contractors, but his presentation focused on Phase II. The only comments that were
implemented in the SED were that the Calaveras River does not import 155,000 AF from
the Stanislaus. Manager Moody reported that after the draft SED was released, agencies
had to educate the state Board that the Calaveras is rain fed and is not allowed to reach the
Delta during the summer. Manager Moody reported he will be meeting with representatives
from Cal Water regarding Phase II. Cal Water is in a tough position because one piece of
the SED may benefit them, while another piece does not. Manager Moody reported he has
spoken with Legal Counsel Harrigfeld about modeling the Calaveras River to show exactly
what will happen if unimpaired flows take place. President McGurk reported San Joaquin
Area Flood Control Agency (SJAFCA) has a new Executive Director, Chris Elias and two
new members, the City of Manteca and the City of Lathrop. President McGurk reported
there was discussion on the Fall 2017 Semi-annual Groundwater Report. President McGurk
reported the League of Women Voters had a representative attend the meeting to inquire
on groundwater recharge. The next meeting is scheduled for September 19, 2018.

RA

2. SGMA Outreach Committee Meeting, 08/15/18
Director Watkins attended the August 15, 2018 SGMA Outreach Committee Meeting.
Director Watkins reported there were ~15 attendees. Discussion focused on outreach and
disadvantaged communities. The committee is preparing for their Open House on August
29th. These meetings are to get the community and landowners involved in what is going
on.

F. REPORT OF GENERAL MANAGER
1. Water Supply Report as of 08/20/18
Manager Moody provided a handout of the Water Supply Report for information only that
included storage, release, and production data collected from various sources as of
midnight last night.
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There is 176,444 AF in storage at New Hogan Reservoir. Current releases are set at 173
cfs. There is 1,844,381 AF in storage at New Melones Reservoir. Current release at
Goodwin Dam to Stanislaus River are set at 301 cfs and release to all water users are set at
1,771 cfs. There are currently 13 irrigators on New Hogan, 3 irrigators on New Melones
and 1 Out-of-District irrigator(s). The water treatment plant is currently processing 30 mgd.
The City of Stockton is currently processing 26 mgd.

2. Information Items:
Manager Moody noted items: F2a-1, F2a-2 and F2a-3.
John Freeman reported on F2a-1 that Cal Water has pulled out of the San Jose Water deal
since this article was published.

3. Report on General Manager Activities
Manager Moody provided the Board with an update on the District’s annual report that is
filed with the Department of Drinking Water (DDW). Manager Moody reported DDW
officials advised the District that it should be a D1 facility. District Engineer Lee wrote a
letter to DDW requesting explanation of any compelling reasons to change our status.
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Manager Moody reported after speaking with DDW, both entities have agreed the District
will not have to officially report as a D1 facility for the permit, but will act as if they are
one. We agreed that if District personnel work on transmission mains, a D4 or D5
representative from the City of Stockton and Cal Water should be present to check
sterilization of the pipeline.

FT

Manager Moody reported on correspondence from ACWA requesting agencies to take
action on SB 845 (Monning). Manager Moody reported the Ag portion of the bill is not
being disputed at this point, but there are concerns on the urban side. Urban users will see
a tax on their water bills, along with an option not to pay this tax. Manager Moody advised
this should not affect the District, but will affect both Cal Water and the City of Stockton.
Director McGaughey inquired why paying this tax is optional. Manager Moody replied
they were concerned they would be sued if they did not give the customer the option.
Manager Moody reported ACWA is asking districts to contact legislatures and vote no.
Director Cortopassi inquired what the Ag portion of the bill is. Director Watkins replied it
is the tax on fertilizer. It gives protection for 30-years from any third party lawsuits.
Consensus of the Board was to take no action at this time.

D

RA

a. Central Valley Project Water Association – Executive & Financial Affairs Committee,
08/17/18
Finance Director Vega attended the August 17, 2018 Central Valley Project Water
Association – Executive & Financial Affairs Committee Meeting. Finance Director
Vega reported there was an updated provided on the Cost Allocation Study. It has now
passed through legal review and is waiting for final approval from the Department of
the Interior. After it passes through that step, a draft will be released and agencies will
have 90-days to provide comments. Finance Director Vega reported there was an
update provided on the CVPIA Restoration portion. This information has been sent for
legal review to assess all items that could be repaid by water and power. Once legal
review is finished, they can rework the model and explore giving a long term credit to
power and not charging water any more. Finance Director Vega reported the USBR is
coming up with a proposal as to how to handle extraordinary O&M. The regular O&M
are minor items, such as, non-construction or new facilities. Extraordinary O&M occur
due to unexpected events, that would require water users to pay back the costs
immediately the following year. The Committee has a problem that that type of risk.
They are attempting to configure these costs into normal rates if possible and amortize
larger costs. The next meeting is scheduled for September 21, 2018.

G. DIRECTOR REPORTS
1. Stop the State Water Grab Rally, 08/20/18
Director Sanguinetti and Manager Moody attended the August 20, 2018 Stop the State
Water Grab Rally. Director Sanguinetti reported it was well put together. The Atwater
marching band was there, as well as, 50-75 4H kids. Director Sanguinetti reported there
were ~700 people in attendance. It was reported that a variety of legislators spoke at the
rally, with ~6 in attendance. Director Cortopassi inquired if it was a demonstration on what
the State Water Board is doing with the SED. Manager Moody replied yes. Director
McGaughey inquired how teachers would be affected by the SED as stated on the rally’s
flyer. Manager Moody replied teachers spoke to how they teach underprivileged students
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in some areas and students of farm laborers. If there is no water, there are no jobs for the
parents, which may force kids out of schools.
H. COMMUNICATIONS (None)
I. AGENDA PLANNING/UPCOMING EVENTS (None)

FT

J. REPORT OF THE COUNSEL
1. Closed Session - Potential Litigation
Government Code 54956.9 (c) – one case
President McGurk adjourned the meeting to closed session at 1:32 p.m. to discuss closed
session agenda items. The regular meeting reconvened at 2:49 p.m., with no reportable action.
K. ADJOURNMENT
President McGurk adjourned the meeting at 2:50 p.m.
Respectfully submitted,

RA

Scot A. Moody
Secretary of the Board
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JWT and Associates, LLP
Certified Public Accountants
1111 East Herndon, Suite 211, Fresno, CA 93720
Voice: (559) 431-7708 Fax: (559) 431-7685

Independent Auditors’ Report
To the Board of Directors
Stockton East Water District
We have audited the accompanying financial statements of the business-type activities of Stockton East Water
District (the District), as of and for the years ended March 31, 2018 and 2017, and the related notes to the financial
statements, which collectively comprise the District’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 financial
statements that are free from material misstatement, whether due to fraud or error.
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Auditor’s Responsibility

Our responsibility is to express an opinion 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.

R
D

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ 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.

1
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Basis for Qualified Opinion
As more fully described in Note 1 to the financial statements, District management has not evaluated water
assessments receivable from the City of Stockton included in other assets as of March 31, 2018 and 2017 for
doubtful accounts. In our opinion, accounting principles generally accepted in the United States of America
require that an allowance for doubtful accounts be provided based on historical experience and management’s
evaluation of outstanding receivables. The effects of this departure from accounting principles generally
accepted in the United States of America on the accompanying financial statements of the business-type activities
has not been determined.
Qualified Opinion
In our opinion, except for the effects of the matters discussed in the Basis for Qualified Opinion paragraph, the
financial statements referred to in the first paragraph present fairly, in all material respects, the respective
financial position of the business-type activities of Stockton East Water District, as of March 31, 2018 and 2017
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.
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Other Matters
Required Supplemental Information
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Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information 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 supplemental 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.

JWT & Associates, LLP
Fresno, California
August 31, 2018

2
14

STOCKTON EAST WATER DISTRICT
Management’s Discussion and Analysis
March 31, 2018
The following is a narrative overview and analysis by the management of Stockton East Water District (the
District) of the financial activities of the District for the fiscal year ended March 31, 2018. Readers should
consider the information presented here in conjunction with the financial statements.
Financial Highlights
•

Total assets of the District were $156,011,969 with capital assets (Utility Plant in Service) at
$84,612,052, net of accumulated depreciation. Current and other assets were $30,194,843 and
$19,918,833, respectively.

•

Total liabilities were $101,631,875 consisting of long-term liabilities of $72,752,094 and current
liabilities of $28,879,774.

•

Assets of the District exceeded liabilities at the close of the most recent fiscal year by $53,973,986 (net
position). Of this amount, $18,912,178(unrestricted net position) may be used to meet the District’s
ongoing obligations and $27,857,360 represents the District’s net investment in capital assets.

•

The District’s net assets increased by $8,332,973 from $45,641,013 in FY 2017 to $53,973,986 in FY
2018.

•

Total operating revenues for the fiscal year 2017-2018 were $25,646,261, which is a decrease of 2.3%
from the prior year. There were slight increases in surface water assessments, which were partially
offset by slight decreases in groundwater and domestic assessments, which in turn resulted in net
revenue increase of $47,731. In the Municipal Division, revenues from the Base Monthly Payment
were relatively unchanged from last fiscal year, but continued conservation efforts of other municipal
customers resulted in significantly lower groundwater equalization revenues. The majority of the
$889,683 decrease in Municipal water revenue was a result of this decrease in groundwater equalization
revenue.

•

Total operating expenses for the fiscal year 2017-2018 were $16,351,815. This figure shows a decrease
of 9.5% from the prior fiscal year, due primarily to decreases in sources of supply and water treatment
expenses. In fiscal year 2017-2018, the District was able to purchase water at a lower cost from its
New Melones source through the US Bureau of Reclamation. Due to the recent drought, the District
received a 0% water allocation for FY 2016-2017 from the Bureau. However, the District was able to
secure purchased water from South San Joaquin Irrigation District, at a higher cost per acre-foot. On
the water treatment side, the decrease in expenses is due to significantly less filter media expenses since
filter media, unexpectedly, did not need to be purchased during fiscal year 2017-2018. Additionally,
there was a decrease in chemical needs in fiscal 2017-2018 due to a more stable water supply year,
which was partially offset by an increase in Electricity costs. General and administrative expenses were
relatively unchanged in total from last fiscal year.
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STOCKTON EAST WATER DISTRICT
Management’s Discussion and Analysis
March 31, 2018
Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District is an independent special District formed by the California legislature and follows
enterprise fund reporting. There are three main divisions to the District’s operations: 1) the Municipal and
Industrial (M&I) Division is primarily funded by base monthly payments from the Urban Contractors and
ground water rate equalization charges from other municipal and industrial customers; 2) the Agricultural
(Ag) Division derives its revenues from fees and assessments charged to agricultural irrigators within
District boundaries; and 3) the Administration Division is non-revenue generating division that provides
administrative support to the M&I and Ag divisions.
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Accordingly, the financial statements are presented using the economic resources measurement focus and
the accrual basis of accounting. The District’s basic financial statements are comprised of three
components: 1) Statement of Net Position; 2) Statement of Revenues, Expenses and Changes in Net
Position; and 3) Statement of Cash Flows. This report also contains other supplemental information in
addition to the basic financial statements themselves.
The Statement of Net Position presents the current and long-term portions of assets and liabilities separately
and may provide a useful indicator of whether the financial position of the District is improving or
deteriorating over time. This statement includes all of the District’s assets and liabilities and provides
information about the nature and amounts of investments in resources (assets) and the obligations to the
District’s creditors (liabilities). It also provides the basis for evaluating the capital structure of the District
and assessing the liquidity and financial flexibility of the District.

R
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The Statement of Revenues, Expenses and Changes in Net Position presents information showing
profitability and credit worthiness as well as how the District’s net position changed during the most recent
fiscal year. This statement shows revenues and expenses from operations, non-operating revenues and
expenses, and capital contributions, and reconciles the change from one fiscal year to the next. This
statement measures the success of the District’s operations over the past year and can be used to determine
whether the District has successfully recovered all its costs through its user fees and other charges.
The Statement of Cash Flows is prepared using the direct method and is concerned solely with input and
outlay of cash from operating activities, noncapital financing activities, capital and related financing
activities and investing activities. This statement also includes a reconciliation of operating profit (loss) to
cash from operating activities. The primary purpose of this statement is to provide information about the
District’s cash receipts and cash payments during the reporting period.

Notes to the Basic Financial Statements
The notes to the financial statements provide additional information that is essential to a full understanding
of the data provided in the financial statements.
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STOCKTON EAST WATER DISTRICT
Management’s Discussion and Analysis
March 31, 2018
Financial Analysis
Net Position
As noted earlier, net position may serve as a useful indicator of the District’s financial position. As shown
in Figure 1, the District’s assets exceeded liabilities by $53,973,986 on March 31, 2018, an increase of
$8,332,973 from the District’s net assets at March 31, 2017.
By far the largest portion of the District’s net assets reflects its net investment in capital assets (e.g., land,
buildings, conveyance facilities, water treatment plant, pipelines and equipment), less related outstanding
debt used to acquire those assets. The District uses these assets to provide water services to its customers;
consequently, these assets are not available for future spending. Although the District’s investment in
capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from services to customers or other sources, since capital assets themselves cannot be
used to liquidate these liabilities.
Figure 1
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Net Position

3/31/2018

Current and other assets
Capital assets
Total assets
Current liabilities
Long-term liabilities
Total liabilities
Net investment in capital assets

Restricted
Unrestricted
Total net position

3/31/2017

Variance

%

69,516,844
84,612,052
154,128,896

57,695,044
86,887,078
144,582,122

11,821,800
(2,275,026)
9,546,774

20%
-3%
7%

28,879,774
72,752,101
101,631,875

23,514,670
77,196,735
100,711,405

5,365,104
(4,444,634)
920,470

23%
-6%
1%

27,857,359
7,204,449
18,912,178
53,973,986

22,423,980
6,989,653
16,227,380
45,641,013

5,433,379
214,796
2,684,798
8,332,973

24%
3%
17%
18%

A portion of the District’s net position ($7,204,449) represents resources that are subject to external
restrictions on how they may be used. These net positions consist of funds dedicated to specific purposes,
e.g., urban contractors’ directives, capital construction and dry year reserves. The remaining balance of the
District’s net assets is unrestricted and may be used to meet the District’s ongoing obligations and creditors.
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STOCKTON EAST WATER DISTRICT
Management’s Discussion and Analysis
March 31, 2018

Change in Net Position
As shown in Figure 2, the District’s operating, non-operating activities and developer fees increased net
assets by $8,332,974 as compared to a $7,057,922 increase in net assets in the prior year. The District’s
decrease in net position is due to the combined changes of the following major components:
•
•

The District’s FY 2018 operating profit of $9,294,446 (that portion of the District’s operating revenues
in excess of its operating expenses) represents an increase of $1,121,712 from FY 2017’s operating
profit of $8,172,734.
Non-operating revenues, net increased $1,342,954 from ($1,114,812) in FY 2017 to 228,142 in FY
2018.
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Figure 2

Changes in Net Position
3/31/2018
3/31/2017
Operating revenues
Operating expenses
Operating profit
Non-op revenues (expenses)
Property taxes
Interest and other income
Grant revenues
Interest expense
Developer fees
Total non-op revenues (exp)
Net pension expense
Change in net position
Total net position- beg of period
Total net position- end of period

Variance

%

25,646,261
16,351,815
9,294,446

26,250,688
18,077,954
8,172,734

(604,427)
(1,726,139)
1,121,712

-2%
-10%
14%

454,410
438,509
230,094
(3,180,137)
2,285,266
228,142
(1,189,615)
8,332,973

426,965
170,553
(3,425,991)
1,713,661
(1,114,812)
(91,667)
7,057,921

27,445
267,956
230,094
245,854
571,605
1,342,954
(1,097,948)
1,275,052

6%
157%
100%
-7%
33%
-120%
1198%
18%

45,641,013
53,973,986

38,583,091
45,641,013

R
D
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STOCKTON EAST WATER DISTRICT
Management’s Discussion and Analysis
March 31, 2018
Operating Revenues. Operating revenues decreased by 2.3% or $604,427. This is mainly due to decreased
groundwater rate of equalization charges to municipal and industrial customers, included in municipal and
industrial water revenues and ground water assessments. Base Monthly Payments mandated by the Second
Amended Contract were relatively on par with last year’s amounts. The Second Amended Contract between
the District and the Urban Contractors calls for the Urban Contractors to make payments to the District in the
amounts necessary to cover the District’s cost of all municipal and industrial expenses. Said costs include
costs related to sources of supply, transmission and distribution, water treatment plant operation and
maintenance costs, debt payments on certificates of participation, an installment purchase agreement, state
revolving fund loan used for construction of the treatment plant and transmission system, and a share of
conveyance and storage facilities, in addition to ground water rate equalization charges paid by other
municipal and industrial customers.
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Operating Expenses. Operating expenses decreased 9.5% or $1,726,139 due chiefly to decreases in sources
of supply of $1,109,319, water treatment of $670,204 and transmission and distribution of $87,345 offset
by minimal decreases in general and administrative and amortization/depreciation expenses of $89,703 and
$50,867 respectively.
Non-operating Revenues (Expenses). Total non-operating revenues (expenses) for FY 2018
increased $1,251,288 from ($1,023,146) in FY 2017 to 228,142 in FY 2018. This was primarily due to
an increase in pension expense ($1,097,948) partly offset by a decrease in interest expense of $245,854,
increases in grant reimbursements of $230,094, interest and other income of $267,956, and property
taxes of $27,445.
Developer Fees. During FY 2018, the District received $2,285,266 in developer fees representing capital
contributions compared to $1,713,661 in FY 2017.
Budget Comparisons

R
D

The following table compares actual operating revenues and expenses to the 2017-2018 budget:
Figure 3

Budgeted
2017-2018

Actual
2017-2018

Variance

Operating revenues

27,006,585

25,646,261

(1,360,324)

Operating expenses
Net operating income

19,614,428
7,392,157

16,351,815
9,294,446

(3,262,613)
1,902,289

For 2017-2018, operating revenues were $1,360,324 lower than budgeted. The majority of this decrease
($1,608,178) occurred because of decreased Water Equalization Revenues presumably caused by
conservation spurred by the recent drought, partially offset by larger than budgeted water assessments and
sources of supply charges of $247,854.
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STOCKTON EAST WATER DISTRICT
Management’s Discussion and Analysis
March 31, 2018
Highlights of the variances between actual and budgeted costs within operating expenses were as follows:
In 2017-2018, the District used roughly 20,000 AF less water than the expected of water from New Melones
Reservoir. This netted sources of supply costs that were $1,105,029 lower than budgeted. Largely because
of lower than expected surface water use, water treatment costs were $2,490,546 under budget, and
transmission and distribution costs were $1,257,867 under budget. During the fiscal year, the District also
experienced significantly less usage of professional and technology services than anticipated, which
resulted in expenses that were $1,608,631 below budget.
Capital Asset and Debt Administration
Capital Assets Activity
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The District’s net investment, after depreciation, in capital assets as of March 31, 2018 amounted to
$84,612,052. The District’s capital assets include all land, buildings, conveyance facilities, water treatment
plant, pipelines and equipment owned by the District. The total decrease in the District’s investment in
capital assets for the current fiscal year was 2.6% or $2,275,026. This represents minor capital additions
of $867,700 offset by $3,142,726 of depreciation.
Additional information on the District’s capital assets can be found within the audited financial statements.
Long Term Debt Activity

R
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On March 31, 2018, the District had principal indebtedness for outstanding certificates of participation and
installment purchase agreement of $31,168,293. The District is scheduled to retire the remainder of the
outstanding certificates of participation and installment purchase agreement as follows: $12,130,000 (1997 &
2002A) in year 2023, $3,329,293 (2005 Installment Purchase Agreement) in year 2026 and $15,709,000
(2002B) in year 2030.
The District has issued certificates of participation and installment purchase agreements to finance capital
improvements and to refinance existing certificates of participation. Certificates of participation sold to
refinance existing debt are subject to threshold interest savings requirements of the State of California.
Note 8 in the Notes to the Financial Statements contains schedules showing the debt transactions for
certificates of participation and the installment purchase agreement for the year, the status of the debt as of
March 31, 2018, and schedules of future debt service requirements. In addition, further detailed information
regarding debt maturities is contained in the Other Supplemental Information subsection.
The District entered into a funding agreement with the State of California Department of Public Health
during FY 2013 to assist the District in financing the construction of a 10 million gallon finished water
reservoir and repair of the District’s existing finished water reservoir. The funding agreement consists of
a $15,000,000 revolving loan, equal to the estimated total cost of construction and repairs. The revolving
loan carries no interest and is amortized over a 20-year term. The loan is due to be retired in 2035.
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STOCKTON EAST WATER DISTRICT
Management’s Discussion and Analysis
March 31, 2018

Total outstanding indebtedness as of March 31, 2018 of $10,028,277 related to the state revolving fund
loan is included in the District’s financial statements.
On July 15, 2014, the District entered into a $3,325,000 note payable with the Bank of Stockton to provide
financing relative to the purchase of real property adjacent to the District’s treatment plant property,
consisting of approximately 230 acres. Total outstanding indebtedness as of March 31, 2018 of $2,830,233
related to the Bank of Stockton is included in the District’s financial statements.

Future Financial Outlook

T
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The California Legislature imposed rate limitations for the District’s Agricultural Division when it provided
the District with additional powers in 1979. Therefore, by design, the District has limited ability to raise
revenues in its Agricultural Division. The Legislature can provide relief from this revenue limitation, but
the District will likely need a formal justification report to make any request politically palatable. The
Second Amended Contract between the District and its Urban Contractors establishes a base monthly
payment by the Urban Contractors that, in addition to ground water rate equalization charges paid by other
municipal and industrial customers, covers 100% of the cost of the Municipal Division-Treatment Plant.

R
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The District’s water treatment plant is currently rated by the California Department of Public Health
(CDPH) to treat 65 million gallons of water per day (mgd). On May 18, 2012, the District entered into an
agreement to receive funding through the CDPH’s State Revolving Fund Loan Program in the amount of
$15,000,000 for the construction of an additional 10 million gallon finished water reservoir. The 10 million
gallon finished water reservoir was completed in November 2013, and represents a step toward expanding
future treatment plant capacity.
The District’s Statement of Net Position includes water assessments receivable of $19,505,846 included in
other assets, customer deposits of $21,195,839 related to contracted BMP payments as of March 31, 2018.
These amounts reflect errors in BMP payments made by the Urban Contractors. The District has informed
the Urban Contractors that the current method of payment of the BMP conflicts with the terms of the Second
Amended Contract, and Standard and Poor’s has downgraded the District’s bond rating as a direct result of
the contractors’ failure to follow the terms of the Second Amended Contract.
The City of Stockton constructed its Delta Water Supply Project (DWSP), which reduces the City of
Stockton’s share of water received from the District. As a result, the City of Stockton is of the opinion that
its payments to the District will be reduced. This position is not supported as payments under the Second
Amended Contract are based upon total water use within the District’s service area and not water delivered
from the treatment plant. Payments from the Urban Contractors continue to be in error and the District has
demanded that payments be made in a timely manner in accordance with the Second Amended Contract.
In 2017 the District filed a lawsuit against the Urban Contractors in an effort to ensure the terms of the
Second Contract are followed. Preliminary proceedings for the suit are ongoing.
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STOCKTON EAST WATER DISTRICT
Management’s Discussion and Analysis
March 31, 2018
The District will continue to focus its efforts in achieving its mission of restoring and protecting the Eastern
San Joaquin Groundwater Basin by serving its community with projects like the water efficiency
enhancements completed in 2006-2007 and the Farmington Groundwater Recharge and Seasonal Habitat
Program, a 20-year $33.3 million effort, launched in 2001. Surface water treated and delivered to its Urban
Contractors is considered “in-lieu” groundwater recharge (an acre-foot of water not pumped from the basin
is available for future use as stored groundwater). By encouraging a dual surface and groundwater supply
system among the Urban Contractors, land developers, and the District’s agricultural customers, the District
can address the problems created by the region’s critically over-drafted basin, retard saline intrusion,
provide seasonal habitat for migratory waterfowl, and ultimately provide a sustainable long-term reliable
water supply for its customers.
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Joint efforts are on going to develop and undertake groundwater recharge/banking projects to achieve a
sustainable conjunctively managed surface and groundwater supply for the region. The focus of these
projects is the construction of surface water distribution, storage, and recovery systems that store unused
surface water and ultimately put it to beneficial use when surface water shortages occur. The District also
plans to increase dry-year water availability to the Urban Contractors by developing a 230-acre surface
water-storage facility on the north side of the District’s water treatment plant. The District has prepared a
Water Bank Business Plan and prepared an engineering feasibility study of the 230-acre parcel. On July
15, 2014, the District completed the purchase of the 230-acre parcel for a total of $5,300,000. The purchase
was partially financed with a $3,325,000 note payable to the Bank of Stockton. The District will continue
to pursue and evaluate water banking efforts and other viable options.

R
D

The District is developing a “banking division” strategy that may operate independent of either the
Agricultural or Municipal Divisions. This strategy, modeled after successful water banks in the southern
San Joaquin Valley, has the potential to create a revenue stream that assures the long-term viability of the
District and its existing divisions.
Requests for Information

The financial report is designed to provide the reader with a general overview of the District’s finances.
Questions concerning any of the information provided herein or requests for additional information should
be addressed to the Finance Director, Stockton East Water District, P.O. Box 5157, Stockton, California
95205.
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Stockton East Water District
Statement of Net Position
March 31,
Assets
Current assets
Cash and cash equivalents
Water assessments receivable
Interest and other receivables
Current maturities of contract receivable
Prepaid expenses and supplies
Total current assets
Restricted assets
Cash and cash equivalents
Investments
Developer fees receivable
Total restricted assets
Property, plant and equipment, net of depreciation
Other assets
Water assessments receivable
Long term contract receivable and other assets
Total assets
Deferred outflows of resources
Total assets and deferred outflows of resources
Liabilities and net position
Current liabilities
Accounts payable and accrued liabilities
Compensated absences payable
Customer prepaid water tolls
Deferred revenue
Current portion of long-term debt
Interest payable
Total current liabilities
Long-term debt, less current portion
Certificates of participation
State revolving fund
Bank of Stockton loan
Interest payable
Post employment benefits
Net pension liability
Total liabilities
Deferred inflows of resources
Total liabilities and deferred inflows of resources
Net position
Invested in capital assets
Restricted for urban contractors
Restricted for capital projects
Restricted for dry year reserves
Unrestricted
Total net position
Total liabilities and net position

2018
$

25,724,322
1,041,026
546,187
54,680
2,828,628
30,194,843

$ 21,871,350
1,461,821
425,101
54,680
1,540,866
25,353,818

7,162,215
11,897,396
343,556
19,403,167
84,612,052

6,973,923
9,695,528
250,228
16,919,679
86,887,078

19,505,846
412,988
154,128,896
1,883,073
$ 156,011,969

14,938,390
483,157
144,582,122
1,968,013
$ 146,550,135

$

$
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See accompanying notes to the financial statements
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2017

1,672,542
518,473
21,195,839
459,532
4,734,800
298,588
28,879,774

1,973,158
484,654
15,431,810
691,851
5,118,203
348,240
24,047,916

27,052,774
9,455,603
2,696,118
24,763,477
2,011,528
6,772,601
101,631,875
406,108
102,037,983

31,047,076
10,028,647
2,832,174
25,071,145
1,808,130
5,876,317
100,711,405
197,717
100,909,122

27,857,360
5,251,077
1,687,366
266,005
18,912,178
53,973,986
$ 156,011,969

22,423,980
5,187,245
1,570,646
247,926
16,211,216
45,641,013
$ 146,550,135

Stockton East Water District
Statement of Revenues, Expenses and Changes in Net Position
For the Years Ended March 31,

Operating revenues
Surface water sales and ground assessments
Municipal and industrial water
Source of supply charges
Distribution charges
Total operating revenues
Operating expenses
Source of supply
Transmission and distribution
Water treatment
General and administrative
Depreciation and amortization
Total operating expenses
Operating profit

$

Nonoperating revenues (expenses)
Property taxes
Interest and investment income
Gain (loss) on sale of fixed assets
Grant revenues
Interest expense
Developer fees
Total nonoperating revenues (expenses)
Net pension expense
Increase in net position
Total net position, beginning of year
Total net position, end of year
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$

See accompanying notes to the financial statements
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2018
1,577,073
23,516,307
312,881
240,000
25,646,261

$

2017
1,529,342
24,405,990
315,356
26,250,688

2,084,647
1,619,581
5,809,025
3,639,261
3,199,301
16,351,815
9,294,446

3,193,965
1,707,010
6,478,985
3,549,558
3,148,435
18,077,953
8,172,735

454,410
438,509
230,094
(3,180,137)
2,285,266
228,142
(1,189,615)
8,332,973
45,641,013
53,973,986

426,965
263,752
(1,533)
(3,425,991)
1,713,661
(1,023,146)
(91,667)
7,057,922
38,583,091
45,641,013

$

Stockton East Water District
Statement of Cash Flows
For the Year Ended March 31,

2018
Cash flows from operating activities
Cash received from customers
Cash payments for goods and services
Cash payments to employees
Net cash provided by operating activities

$

Cash flows from non-capital and related financing activities
Property taxes
Grant revenues
Net cash provided by non-capital and related financing activities

26,910,824
(11,031,462)
(2,799,091)
13,080,271

2017
$

454,410
230,094
684,504
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29,091,565
(11,682,735)
(1,493,398)
15,915,432

426,965
426,965

Cash flows from capital and related financing activities
Principal payments on certificates of participation
Interest paid on certificates of participation
Developer fees received
Proceeds from long-term contract receivable
Payments on other long-term debt, net
Purchases of capital assets, net
Net cash used in capital and related financing activities

(4,969,074)
(3,180,137)
2,285,266
54,436
(1,189,615)
(867,700)
(7,866,824)

(22,887,267)
(87,998,502)
1,713,661
54,436
(707,519)
(288,993)
(110,114,184)

Cash flows from investing activities
Net change in restricted assets
Interest income
Net change in fair value of investments
Net cash provided by (used in) investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

(2,295,196)
438,509
(1,856,687)
4,041,264
28,845,273
32,886,537

97,056,946
263,752
97,320,698
3,548,911
25,296,362
28,845,273

R
D

See accompanying notes to the financial statements
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Stockton East Water District
Statement of Cash Flows
For the Year Ended March 31,

2018
Reconciliation of operating income to net cash provided
by operating activities
Income from operations
Adjustments to reconcile income from operations to net cash
provided by operating activities
Depreciation and amortization
Other non-cash adjustments
Changes in operating assets and liabilities
Water assessments and other receivables
Prepaid expenses and supplies
Accounts payable
Accrued payroll and related liabilities
Customer prepaid water tolls
Deferred revenue
Net cash provided by operating activities

T
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See accompanying notes to the financial statements
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$

$

9,294,446

2017

$

8,172,735

3,199,301
(293,331)

3,148,435
1,735,055

299,709
(1,217,593)
(300,016)
1,133,501
1,196,573
(232,319)
13,080,271

769,270
(464,177)
161,403
2,056,139
(360,889)
697,461
15,915,432

$

STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017
Note 1 – Summary of Significant Accounting Policies
This summary of significant accounting policies of Stockton East Water District (the District) is presented to
assist in understanding the District’s financial statements.
Description of reporting entity
The District was organized on June 7, 1948 under the provisions of the California Water Conservation District
Act of 1931.
The District’s principal functions are:
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a. Develop and operate groundwater recharge and banking facilities to restore and protect the underground water
supply,
b. Contract for and regulate the flow of water from the New Hogan Dam on the Calaveras River to provide
maximum benefit to the underground water supply,
c. Contract for a supply of water from New Melones Dam on the Stanislaus River and regulate the diversion flow at
Goodwin Dam through the New Melones Conveyance System for use within the Stockton East Water District
and the Central San Joaquin Water Conservation District,
d. Distribution of an agricultural surface water supply to more than 26,000 acres by use of check dams in natural
channels,
e. Operation of a drinking water treatment plant to supplement the supply of potable water to the metropolitan
Stockton area, and
f. Develop additional water supply contracts to provide future supplemental sources for the ultimate water needs of
the area.

R
D

The governing board of the District consists of seven directors elected by the registered voters to represent
specific areas within the District.
District management considered all potential component units for inclusion in the reporting entity by applying the
criteria set forth in accounting principles generally accepted in the United States of America. The District
concluded that there are no potential component units which should be included in the reporting entity.
Basis of accounting
The financial statements have been prepared on the economic resources measurement focus and the accrual basis
of accounting. As allowed by Governmental Accounting Standards Board (GASB) Statement No. 68,
Codification of Accounting and Financial Reporting Guidance the District’s proprietary funds follow all GASB
pronouncements and accounting standards set by the Financial Accounting Standards Board (FASB) and
included in the Accounting Standards Codification (ASC), except those that conflict with a GASB
pronouncement.
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STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017
Note 1 – Summary of Significant Accounting Policies (Continued)
Basis of accounting
Proprietary 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 District’s operating revenues include all revenues derived
from the District’s principal functions. Operating expenses include all costs related to the District’s principal
functions, general and administrative expenses, depreciation on capital assets and amortization on certificates of
participation and installment purchase agreement issuance costs. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses, except for developer fees which are reported
separately and represent capital contributions charged by the District relative to water service area annexation.
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The District combines the accounts of all divisions. Interdivision transactions are eliminated in combination.
Fund accounting

R
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The District utilizes proprietary funds to account for its activities, which are similar to those found in the private
sector, where the determination of net income is necessary or useful for sound financial administration.
Budgetary accounting

The District utilizes formal budgetary procedures as required by District contracts, but is not required to adopt
such procedures by law. The District adopts a budget annually which is approved by the Board of Directors.
Cash and cash equivalents

For purposes of the statement of cash flows, the District considers cash on hand, amounts due on demand from
financial institutions within three months and cash held in the San Joaquin County Treasury to be cash and cash
equivalents.
Investments
Investments with an original maturity of three months or less when purchased are reported at cost, which
approximates fair value. Investments that mature beyond three months when purchased are reported at fair value.
Fair value is determined by examining quoted market prices. The change in fair value is included in
nonoperating revenues and expenses in the statement of revenues, expenses and changes in net assets.
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STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017
Note 1 – Summary of Significant Accounting Policies (Continued)
Water assessments receivable
Water assessments receivable includes all amounts invoiced and not received by the District for surface water
sales and groundwater assessments and municipal and industrial water. Under accounting principles generally
accepted in the United States of America, an allowance for doubtful accounts is required to be provided based on
historical experience and management’s evaluation of outstanding receivables. The District maintains water
assessments receivable included in other assets totaling $19,505,846 and $14,938,390 from the City of Stockton
as of March 31, 2018 and 2017, respectively. The City of Stockton constructed the Delta Water Supply Project
(DWSP) to supplement the supply of potable water for the City of Stockton’s water service area. The
construction of DWSP reduced the City of Stockton’s share of water received from the District and, as a result,
the City of Stockton has reduced its Base Monthly Payment (BMP) payment. However, BMPs under the Second
Amended Contract are based on total water use within the District’s service area and not water delivered from the
treatment plant. BMPs from the City of Stockton continue to be in error and the District has demanded that
payments be made in a timely manner in accordance with the Second Amended Contract. District management
has not evaluated water assessments receivable from the City of Stockton included in other assets as of March 31,
2018 and 2017 for doubtful accounts.
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Except as noted in the previous paragraph, District management considers all accounts receivable from water
users and others to be fully collectible. Accordingly, an allowance for doubtful accounts has not been recorded
in these financial statements.
Prepaid chemicals and supplies

The District’s prepaid supplies, which includes chemicals, fuel and laboratory supplies is stated at the lower of
cost or market using the first-in, first-out (FIFO) method of valuation.
Restricted assets
Restricted assets recorded in the financial statements consist of cash and cash equivalents, investments, interest
receivable and developer fees receivable restricted for the following:
Repayment of certificates of participation
Urban Contractors’ (City of Stockton, California Water Service Company, Lincoln Village Maintenance
District and Colonial Heights Maintenance District) directives
New Melones Conveyance System construction and improvements originating from certificates of
participation issuances
Treatment plant repairs and replacement
Dry year reserves
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STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017
Note 1 – Summary of Significant Accounting Policies (Continued)
Capital assets
All capital assets are valued at historical cost. The District’s policy is to capitalize all assets with costs exceeding
certain minimum thresholds and with useful lives exceeding two years.
GASB Statement No. 34 requires that all capital assets with limited useful lives be depreciated over their
estimated useful lives. Depreciation has been provided on capital assets and is charged as an expense against
operations each year. The total amount of depreciation taken over the years is reported on the balance sheet as a
reduction in the book value of capital assets.
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Depreciation is provided using the straight line method which means the cost of the asset is divided by its expected
useful life in years and the result is charged to expense each year until the asset is fully depreciated. The District has
assigned the useful lives listed below to capital assets.
Water contracts and rights
Wells and equipment
Groundwater recharge projects and pipelines
New Melones Conveyance System
Ponding dams
Bridges and crossings
Treatment plant
Treatment plant equipment
Automotive equipment
Administration building
Furniture and office equipment

R
D

40 years
5 – 20 years
10 – 50 years
5 – 50 years
15 – 50 years
5 – 33 years
10 – 50 years
5 – 30 years
5 – 15 years
10 – 25 years
5 – 10 years

Major outlays for capital assets and improvements are capitalized as projects are constructed. 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.
Long-lived assets to be held and used are reviewed for impairment whenever events or changes in circumstances
indicate that the related carrying amount may not be recoverable. When required, impairment losses on assets to
be held and used are recognized based on the fair value of the asset. Long-lived assets to be disposed of are
reported at the lower of carrying amount or fair value less cost to sell.

18
30

STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017
Note 1 – Summary of Significant Accounting Policies (Continued)
Amortization of cost of issuance and refunding costs
Issuance costs related to certificates of participation and installment purchase agreements are capitalized and
amortized using the effective interest method over the life of the respective certificates of participation and
installment purchase agreement. Refunding costs related to the issuance of certificates of participation used to
advance refund other certificates of participation are capitalized and amortized using the effective interest method
over the remaining life of the old debt (had it not been refunded) or the life of the new debt, whichever is shorter. All
is recorded in accordance with GASB 65.
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Reclassifications

Certain prior year amounts have been reclassified to conform to current year financial statement presentation. Net
positions was unaffected.
Customer prepaid water tolls

R
D

Overpayments of BMP payments by the Urban Contractors are accrued and reported as customer deposits. As of
March 31, 2018, customer deposits consist of $17,942,883 from California Water Service Company, $2,611,857
from Lincoln Village Maintenance District, and $641,099 from Colonial Heights Maintenance District. As of
March 31, 2017, customer deposits consist of $12,966,069 from California Water Service Company, $1,961,575
from Lincoln Village Maintenance District, and $504,166 from Colonial Heights Maintenance District.
Deferred outflows/inflows of resources

In addition to assets and liabilities, the statement of net position will sometimes report a separate section for
deferred outflows and inflows of resources. This separate financial statement element, deferred outflows and
inflows of resources, represents a consumption and acquisition of net position that applies to a future period(s)
and so will not be recognized as an outflow or inflow of resources (expense/expenditure) until then. The
District reported $1,883,073 and $1,968,013 and $406,108 and $197,717 of deferred outflow and inflows,
respectively, as of March 31, 2018 and 2017.
Due from other divisions
Expenses incurred by each division are occasionally paid by another division, upon authorization by the Board of
Directors pursuant to its authorizing legislation.
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STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017
Note 1 – Summary of Significant Accounting Policies (Continued)
Net position
Equity in the financial statements is classified as net position and displayed in three components as follows:
a.
Net investment in capital assets – Consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balances of bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets.
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b.
Restricted net position – Consists of restricted assets reduced by liabilities and deferred inflows of resources
related to those assets.
c.
Unrestricted net position – Consists of the net amount of 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.

R
D

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

Net position restricted for Urban Contractors’ directives, New Melones Conveyance System construction and
improvements, treatment plant repairs and replacements and dry year reserves, are recorded in the financial
statements as restricted net position.
Surface water sales and ground water assessments
Surface and ground water revenues result from assessments by the District and are based upon acres irrigated or
actual usage for agricultural or municipal and industrial purposes.
Municipal and industrial water
Municipal and industrial water revenues are primarily derived from fees charged under the Second Amended
Contract. In addition, ground water rate equalization charges levied on ground water users within the municipal
and industrial water service area are also included in municipal and industrial water revenue.
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STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017
Note 1 – Summary of Significant Accounting Policies (Continued)
Property taxes
Property taxes levied January 1, 2017 were payable in two installments on December 10, 2017 and April 10,
2018. Property taxes levied January 1, 2015 were payable in two installments on December 10, 2015 and April
10, 2017. The County of San Joaquin bills and collects property taxes on behalf of the District.
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The District is allocated a portion of property taxes collected by San Joaquin County. Property taxes receivable
represents a portion of the July 1 to June 30 property taxes earned but uncollected at March 31.
Grant revenues

Income from grant agreements is recognized over the periods in which performance under the respective grant
agreement relates. Determination of the classification of grant revenues as operating or nonoperating is based on the
capital or operating nature of the related expenditures.
Subsequent events

R
D

The District has evaluated all events and transactions that occurred after March 31, 2018, and through the date
the financial statements were available to be issued.
Estimates

The preparation of the basic financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.
New accounting pronouncements
GASB Statement No. 75
The primary objective of this Statement is to improve accounting and financial reporting by state and local
governments for post employment benefits other than pensions. The statement is effective for fiscal years
beginning after June 15, 2018. Management is currently evaluating the effect of this standard on the financial
statements.
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Note 1 – Summary of Significant Accounting Policies (Continued)
GASB 68 established standards for measuring and recognizing liabilities, deferred outflows of resources,
deferred inflows of resources, and expense/expenditures. For defined benefit pensions, this Statement identifies
the methods and assumptions that should be used to project benefit payments, discount projected benefit
payments to their actuarial present value, and attribute that present value to periods of employee service.
Distinctions are made regarding the particular requirements for employers based on the number of employers
whose employees are provided with pensions through the pension plan and whether pension obligations and
pension plan assets are shared. In addition, this Statement details the recognition and disclosure requirements for
employers with liabilities (payables) to a defined benefit pension plan and for employers whose employees are
provided with defined contribution pensions. This Statement also addresses circumstances in which a
nonemployer entity has a legal requirement to make contributions directly to a pension plan.
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The District recognized additional liabilities for outstanding defined pension benefit obligations as of March 31,
2018.
Note 2 – Cash and Cash Equivalents

R
D

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 government 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 District deposits by pledging first trust deed mortgage notes having a value of
150% of the secured public deposits. The District’s bank deposits are not held in public deposit accounts and
are, therefore, not collateralized in accordance with the California Government Code.
Cash held by the San Joaquin County Treasury is pooled with other County deposits for investment purposes by the
County Treasurer in accordance with the investment policy of the County Treasurer. The Pool has established a
treasury oversight committee to monitor and review the management of public funds maintained in the Pool.
Participants’ equity in the investment pool is determined by the dollar amount of the participant deposits, adjusted
for withdrawals and distributed investment income. Investment income is prorated to individual funds based on
their average daily cash balances. The value of the District shares in the Pool, which may be withdrawn, is
determined on an amortized cost basis, which is different than the fair value of the District’s position in the Pool. The
District’s investment in the Pool is unrated, stated at amortized cost which approximates fair value, available upon
demand and considered cash equivalents. The District is not required to and does not maintain a formal investment
policy.

22
34

STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017

Note 3 – Investments
As of March 31, 2018, the District’s investments are categorized as follows:
Investment

Fair Value

U.S. Treasury obligations
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$
$

9,679,677
9,679,677

As of March 31, 2017, the District’s investments are categorized as follows:
Investment
U.S. Treasury obligations

R
D

Fair Value
$
$

11,871,412
11,871,412

The District is required to invest proceeds from development fees and certain proceeds from surface water
sales and ground water assessments and municipal and industrial water revenues in U.S. Government
securities. All investments are restricted for the defeasance of certificates of participation or treatment plant
repairs and replacement as authorized and in accordance with the applicable certificate of participation
agreement. All investments are held by the District’s fiscal agent for the benefit of the District. Uninvested
cash is unrated and represents deposits-in-transit or other cash held by the District’s fiscal agent.
Note 4 – Restricted Assets

The following is a summary of restricted assets along with the purpose of each restriction as of March 31,
Repayment of certificates of participation
Urban Contractors’ directives
New Melones Conveyance System construction and improvements
Treatment plant repairs and replacement
Dry year reserves

$

$
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2018
12,214,968
5,251,077
890,421
796,945
266,005
19,419,416

$

$

2017
9,929,905
5,187,245
882,777
687,869
231,882
16,919,678

STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017

Note 5 – Capital Assets
Capital asset activity for the year ended March 31, 2018 is as follows:

Nondepreciable capital assets
Land and land rights
Construction in progress
Total nondepreciable capital assets

Depreciable capital assets
Water contracts and rights
Wells and equipment
Groundwater recharge projects
Pipeline
New Melones Conveyance
Ponding dams
Bridges and crossings
Treatment plant
Treatment plant equipment
Automotive equipment
Administration building
Furniture and office equipment
Total depreciable capital assets
Less accumulated depreciation
Total depreciable capital assets, net
Total capital assets, net

Balance
March 31, 2017
$
7,610,338
7,610,338

Additions
375,530
375,530
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3,142,139
1,584,888
2,297,775
17,732,096
77,131,373
400,689
65,082
39,520,374
1,485,846
1,319,431
282,831
127,361
145,089,885

R
D
$

(65,813,145)
79,276,740
86,887,078
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-

Balance
March 31, 2018
7,610,338
375,530
7,985,868

-

-

3,142,139
1,584,888
2,297,775
17,869,310
77,131,373
400,689
65,082
39,520,374
1,721,517
1,319,431
282,831
246,646
145,582,055

-

-

(68,955,871)
76,626,184
84,612,052

Disposals

Transfers

-

137,214

235,671
119,285
492,170
(3,142,726)
(2,650,556)
$ (2,275,026)

-

$

$

$
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Note 5 – Capital Assets (Continued)
Capital asset activity for the year ended March 31, 2017 is as follows:
Nondepreciable capital assets
Land and land rights
Construction in progress
Total nondepreciable capital assets

Balance
March 31, 2016
$
7,610,338
7,610,338

Depreciable capital assets
Water contracts and rights
Wells and equipment
Groundwater recharge projects
Pipeline
New Melones Conveyance
Ponding dams
Bridges and crossings
Treatment plant
Treatment plant equipment
Automotive equipment
Administration building
Furniture and office equipment
Total depreciable capital assets

3,142,139
1,584,888
2,297,775
17,732,096
77,131,373
400,689
65,082
39,520,374
1,275,576
1,319,431
274,305
127,361
144,871,089

Less accumulated depreciation
Total depreciable capital assets, net
Total capital assets, net
$

(62,787,886)
82,083,203
89,693,541

Additions
$

-

Disposals
$-

Transfers
$-

T
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D

-

-

-

-

-

-

-

-

-

-

-

252,373

(42,103)

36,621

(28,095)

288,994

(70,198)

-

57,084
(13,114)
(13,114)

11,811,018
$-

(3,082,343)
(2,845,401)
$ (2,793,349)

$

Balance
March 31, 2017
$
7,610,338
7,610,338

3,142,139
1,584,888
2,297,775
17,732,096
77,131,373
400,689
65,082
39,520,374
1,485,846
1,319,431
282,831
127,361
145,089,885

-

$

(65,813,145)
79,276,740
86,887,078

Note 6 – Long-Term Contract Receivable
Under terms of the “District Contract” dated August 25, 1970, between Stockton East Water District and
Calaveras County Water District, the payment of all obligations under the “New Hogan Contract” is the
responsibility of Stockton East Water District. The District Contract provides for payment by Calaveras County
Water District to Stockton East Water District for 43.5% of the construction costs of New Hogan Dam exclusive
of recreation features. The original amount receivable was determined by reference to the final construction cost
of $15,362,636. The contract also provides for payment to Stockton East Water District for Calaveras County
Water District’s share of expense for operation, maintenance, replacement, contract administration and watermaster expense. Total remaining balance at March 31, 2018 and 2017, (including current portion) was $435,968
and $490,965, respectively.
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Note 7 – Long-Term Debt: Certificates of Participation and Installment Purchase Agreement
The following is a summary of certificates of participation and installment purchase agreement issuances and
transactions during the year ended March 31, 2018:
3/31/2017
4,745,000
9,490,000
17,658,089
3,699,038
$ 35,592,127

1997 Certificates of Participation
2002A Certificates of Participation, net
2002B Certificates of Participation
2005 Installment Purchase Agreement

Additions
$
-

Reductions
(705,000)
(1,400,000)
(1,948,685)
(369,744)
$
(4,423,429)
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3/31/2018
4,040,000
8,090,000
15,709,404
3,329,294
31,168,698

$

The following is a summary of certificates of participation and installment purchase agreement issuances and
transactions during the year ended March 31, 2017:

1992 Certificates of Participation
1997 Certificates of Participation
2002A Certificates of Participation, net
2002B Certificates of Participation
2005 Installment Purchase Agreement

$

R
D
$

1997 Certificates of Participation

3/31/2016
20,705,319
5,415,000
10,825,000
17,658,089
4,053,555
58,656,963

Additions
$
$
-

Reductions
(20,705,319)
(670,000)
(1,335,000)
(354,517)
$
(23,064,836)
$

3/31/2017
$

$

4,745,000
9,490,000
17,658,089
3,699,038
35,592,127

Effective 1997, the District issued $11,300,000 at 4.25% interest in certificates of participation (1997
Certificates) to advance refund $9,660,000 in outstanding 1992 Series A Certificates. The 1997 Certificates
are term certificates. All District revenues are pledged for the repayment of the 1997 Certificates, which
mature on April 1, 2022. The District is currently funding the repayment of the 1997 Certificates with
municipal and industrial water revenues. Principal is payable annually each April 1 and interest is payable
semi-annually each April 1 and October 1.
2002B Certificates of Participation
Effective 2002, the District issued $17,658,089 at interest ranging from 5.82% to 6.13% in certificates of
participation (2002B Certificates) used to advance refund a portion of the 1990 Series B Certificates. The
2002B Certificates are capital appreciation certificates. All District revenues are pledged for the repayment
of the 2002B Certificates, which mature on April 1, 2029. The District is currently funding the repayment of
the 2002B Certificates with developer fees. Principal and accrued interest are payable annually each April 1
beginning April 1, 2018.
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Note 7 – Long-Term Debt: Certificates of Participation and Installment Purchase Agreement (Continued)
2002A Certificates of Participation
Effective 2002, the District issued $25,140,000 at interest ranging from 4.375% to 5.25% in certificates of
participation (2002A Certificates). The 2002A Certificates were comprised of $21,635,000 in term
certificates (2002A [Project 1990] Certificates), used to advance refund $22,515,000 in outstanding 1992
Series A Certificates, and $3,505,000 in term certificates (2002A [Project 1975] Certificates) used to advance
refund $4,160,000 in outstanding 1993 Certificates of Participation (Project 1975). The balance outstanding
at March 31, 2018 consists only of 2002A (Project 1990) Certificates. All District revenues are pledged for
the repayment of the 2002A Certificates. The District is currently funding the repayment of the 2002A
Certificates with surface water sales and ground water assessments and municipal and industrial water
revenues, the Certificates mature on April 1, 2022. Principal related to the 2002A (Project 1990) Certificates
is payable annually, each April 1. Interest related to the 2002A (Project 1990) Certificates is payable semiannually, each April 1 and October 1.
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2005 Installment Purchase Agreement
Effective 2005, the District entered into a $7,000,000 installment purchase agreement (2005 Installment
Purchase Agreement) at 4.25% interest to provide funding for the construction of certain improvements to the
District’s water treatment plant. All District revenues are pledged for the repayment of the 2005 Installment
Purchase Agreement, which matures on October 1, 2025. The District is currently funding the repayment of
the 2005 Installment Purchase Agreement with municipal and industrial water revenues. Principal and
interest are payable semi-annually each April 1 and October 1.

R
D

Certificates of Participation and Installment Purchase Agreement service requirements to maturity are as follows:
Year ending March 31,
2019
2020
2021-2025
2026-2029
2030
Total at March 31, 2018

Principal

$

Interest

4,413,636
4,413,475
16,947,825
4,491,049
902,716
31,168,698
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$

$

3,449,237
3,440,366
16,822,675
14,135,487
3,687,285
41,535,050

Total
$

$

7,862,873
7,853,841
33,770,500
18,626,533
4,590,001
72,703,748

STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017

Note 8 – Long-Term Debt: Other Long-Term Debt
The District entered into a funding agreement with the State of California Department of Public Health. The
purpose of the funding agreement is to assist the District in financing the construction of a 10 million gallon
finished water reservoir and repair of the District’s existing finished water reservoir. The funding agreement
consists of a $15,000,000 revolving loan, equal to the total estimated construction cost and repairs. The
revolving loan carries no interest, and, upon completion of construction and repairs, is amortized over a 20-year
term and payable in semi-annual payments each January 1 and July 1, beginning July 1, 2018. The District will
fund the repayment of the revolving loan with municipal and industrial water revenues. The balance of the state
revolving fund loan was $10,028,647 and $10,601,320 as of March 31, 2018 and 2017, respectively. Future
principal payments for the five succeeding years of March 31, 2018 are as follows: $572,674 in 2019; $572,674
in 2020; $572,674 in 2021; $572,674 in 2022; and $572,674 in 2023 .
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In 2014, the District entered into a $3,325,000 note payable with the Bank of Stockton to provide financing
relative to the purchase of real property adjacent to the District’s treatment plant property, consisting of
approximately 230 acres. The note is payable in 19 quarterly installments of $56,932, with interest at 3.25%,
collateralized by a deed of trust on real property, with all remaining principal and accrued interest due July 15,
2019. The District will fund the repayment of the Bank of Stockton note payable with municipal and industrial
water revenues. Future principal payments for the succeeding years from March 31, 2018 are as follows:
$134,115 in 2019; and $138,597 in 2020; $143,221 in 2021; $147,999 in 2022 and $152,936 in 2023.

R
D
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Note 9 – Net Position
Reconciliations of net investment in capital assets and restricted net position classifications in the financial
statements as of March 31, 2018 and 2017 are as follows:
Net investment in capital assets
Investments
Developer fees receivable
Capital assets, net of accumulated depreciation
COP issuance costs, net of accumulated amortization
Current liabilities (payable from restricted assets)
Long-term debt
Total net investment in capital assets
Restricted for urban contractors
Cash and cash equivalents – restricted
Interest receivable, San Joaquin County – restricted
Total net position restricted for urban contractors

2018
11,871,412
343,556
84,612,052
31,699
(5,120,433)
(64,973,720)
$ 26,764,566
$
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R
D

Restricted for capital projects
Cash and cash equivalents – restricted
Interest receivable, San Joaquin County – restricted
Total net position restricted for capital projects
Restricted for dry year reserves
Cash and cash equivalents – restricted
Total net position restricted for dry year reserves

$

5,231,994
19,083
5,251,077

$

1,681,294
6,072
1,687,366

$

266,006
266,006

$

2017
9,679,677
250,228
86,887,078
46,872
(5,118,203)
(69,321,672)
22,423,980

$

5,176,114
11,131
5,187,245

$

1,567,114
3,532
1,570,646

$

247,926
247,926

$

Note 10 – Compensated Absences
As of March 31, 2018 and 2017, the District’s accrued liabilities for accumulated unused vacation and sick leave
were $518,473 and $484,654, respectively. Employees accrue vacation and sick leave benefits based on length of
service and current compensation. Accumulated vacation days are subject to a maximum accrual of 240 hours.
Accumulated unused sick leave is 25% vested upon five years of continued service and 50% vested upon ten
years of continued service. Employees are paid for their accumulated unused vacation and sick leave upon
separation of service.

29
41

STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017

Note 11 – Developer Fees
Developer fees are collected to repay debt associated with the New Melones Conveyance System, which is
currently expected to be thru 2029. Fees collected are recorded in the statement of revenues, expenses and
changes in net assets. A schedule of the changes in total developer fees collected during the years ended March
31, 2018 and 2017 is as follows:
City of
Stockton
Total developer fees collected as
of March 31, 2016

$

Developer fees collected during the
year ended March 31, 2017
Total developer fees collected as
of March 31, 2017
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64,269,228

$

1,509,846

R
D
$

Developer fees collected during the
year ended March 31, 2018
Total developer fees collected as
of March 31, 2018

San Joaquin
County

65,779,074

67,950,227
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$

203,815

$

2,171,153

$

4,577,291

Total

4,781,106

1,713,661
$

114,113

$

4,895,219

68,846,519

70,560,180
2,285,266

$

72,845,446
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Note 12 – Defined Benefit Pension Plan
Plan description
The District’s defined benefit pension plan provides retirement and disability benefits, annual cost-of-living
adjustments and death benefits to plan members and beneficiaries. The plan is part of the Public Agency portion of
the California Public Employees Retirement System (CalPERS), an cost-sharing multiple-employer plan
administered by CalPERS, which acts as a common investment and administrative agent for participating public
employers within the State of California. A menu of benefit provisions as well as other requirements are established
by State statutes within the Public Employees’ Retirement Law. The District selects optional benefit provisions
from the benefit menu by contract with CalPERS. CalPERS issues a separate comprehensive annual financial
report. CalPERS maintains all plan documents on a June 30 fiscal year basis. Copies of the CalPERS’ annual
financial report may be obtained from the CalPERS Executive Office, 400 P Street, Sacramento, CA 95814.
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California Public Employees Pension Reform Act of 2017

On September 12, 2012, the California Governor signed the California Public Employees’ Pension Reform Act of
2017 (PEPRA) into law. PEPRA took effect January 1, 2017.

R
D

Key components of the legislation are as follows:

Establishes PEPRA, which will apply to all public employers and public pension plans on and after January 1,
2017 (Except specific exemptions);
Establishes new retirement tiers/benefits for new public employees;
Requires that new employees pay at least 50% of the total annual normal cost and that current employees
approach the same goal through collective bargaining;
Increases retirement age for all new public employees.
Separate tiers based on employee classification (Miscellaneous 2% at 55 and PEPRA Miscellaneous 2% at 62)
are maintained and reported by CalPERS on behalf of the District. Both tiers are under the scope of GASB 68.
Funding policy
Active plan members who are part of the Miscellaneous 2% at 55 tier are required to contribute 7% of their
annual covered salary which the District pays as a component of the employees’ benefit package. Active plan
members who are part of the PEPRA Miscellaneous 2% at 62 tier are required to contribute 50% of the total
normal cost. District contributions on behalf of active plan members who are part of the PEPRA Miscellaneous
2% at 55 tier will continue until March 31, 2020, at which time the current memorandum of understanding with
employees expires.
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Note 12 – Defined Benefit Pension Plan (continued)
The Governmental Accounting Standards Board (GASB) Statement 68, Accounting and Financial Reporting for
Pensions, became effective for fiscal years beginning after June 15, 2014. The statement established accounting
and financial reporting standards for the recognition and disclosure requirements for employers with a liability to
a defined benefit pension plan. GASB 68 requires that the District’s liability be measured as the portion of the
present value of projected benefit payments to be provided to current and inactive employees that is attributed to
the employee’s past periods of service, less the amount of the plan’s net position. The statement also requires
employers to present information about the changes in net pension liability. The District is also required to
present a ten year schedule containing the net pension liability and certain related ratios, and information about
statutorily or contractually required contributions and related ratios. Until a full ten year trend is complied, the
District will present information for only those years for which information is available.
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The following is information the District is required to disclose under GASB 68.
Pension liabilities: At March 31, 2018, the District reported a liability of $6,772,601 for its proportionate share
of the net pension liability. The District’s proportion of the net pension liability was based on the District’s share
of contributions in the plan relative to the total contributions of all participating employers. At June 30, 2017, the
District’s proportion was .00038 percent. The District’s liability as of March 31, 2018 was measured as of June
30, 2017, for the measurement period of June 30, 2016 to June 30, 2017.

R
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Employees covered by benefit terms: There are currently 38 active participants in the plan, and 39 participants
receiving benefits, also one is no longer employed by the District but is vested.
Contributions: The recommended contribution for the 2018 plan year is $623,232 (assuming contributions will
be deposited throughout the plan year). The overall contributions to the plan as a percentage of covered-employee
payroll was 17.3%.
Actuarial assumptions: Level percentages of payroll normal costs are determined using the Entry Age Normal
Cost Method. Under the Entry Age Normal Cost Method, the actuarial present value of the projected benefits of
each individual included in the actuarial valuation is allocated as a level percentage of each year’s earning of the
individual between entry age and assumed exit age. The total pension liability in the June 30, 2105 measurement
date actuarial valuation was determined using the following assumptions, applied to all periods in the
measurement: 1) Inflation of 2.75%; 2) Payroll growth of 3%; 3) 7.5% investment rate of return.
Mortality rates were based on the CalPERS experience Study for a twenty year period reported in April 2014.
There were no changes in the methods or assumptions used to determine legally required contributions.
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Note 12– Defined Benefit Pension Plan (continued)
Discount rate: The discount rate used to measure the total pension liability was 7.15%. The projection of cash
flows used to determine the discount rate assumed that member contributions will be made at the current
contribution rate and that contributions from employers will be made at contractually required rates, actuarially
determined. Based on these assumptions, the pension plan’s net position was projected to be available to make
all projected future benefit payments of current plan members. Therefore, the long-term expected rate of return
on pension plan investments was applied to all periods of projected benefit payments to determine the total
pension liability. The long-term expected rate of return was determined net of pension plan investment expense
but without reduction for pension plan administrative expense.
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Sensitivity of the net pension liability to changes in the discount rate: It is estimated that a 1% increase in the
discount rate would decrease the net pension liability by approximately $2.81 million dollars and a 1% decrease
in the discount rate would increase the net pension liability by approximately $3.39 million dollars.
Note 13 – Deferred Compensation Plan

R
D

The District offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457. The plan, available to all permanent District employees, permits them to defer a portion of
their compensation until future years, and is strictly voluntary on behalf of the employees, and is not mandated by
the District. The deferred compensation is available to employees upon termination, retirement, death or
unforeseeable emergency. As part of its employee benefit package, the District contributes to the plan a portion
of the employees’ eligible contribution. District contributions are included in employees’ salaries and wages.
The District contribution rate for the years ended March 31, 2018 and 2017 was 5.5%, respectively, of the
employees’ base salary. The District’s contribution rate is scheduled at 5.5% for the year ending March 31,
2018, in accordance with a negotiated memorandum of understanding with employees and adoption by the Board
of Directors. Additional contributions can be made by the employee up to statutory limitations. Total employee
and District contributions included in salaries and wages expense were $279,456 and $295,259 respectively, for
the years ended March 31, 2018 and 2017.
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Note 14 – Other Post-Employment Benefits
The District provides post-employment health benefits, in accordance with a negotiated memorandum of
understanding with employees and adoption by the Board of Directors, for retired employees who meet the
eligibility requirements and elect the option. Benefits are recognized as claims are paid. The post-employment
health benefits are paid by all funds based upon each retiree’s payroll allocation during employment. For the
years ended March 31, 2018 and 2017, the Other Post-Employment Benefit accrual increased $203,398 and
$257,755, respectively.
Plan description
The District administers the Other Post-Employment Benefit (OPEB) Plan, a single-employer defined benefit
plan. The activity and liability from the OPEB plan are included in these financial statements. The District’s
OPEB Plan provides medical insurance and supplemental Medicare insurance for an eligible retired employee
and one dependent. In order to be eligible to retire with District-paid health benefits, an employee must have
completed 5 years of service with the District, and have retired under CalPERS. For retirements occurring before
August 19, 2009, the District will pay full medical premiums for the lifetime of the retiree. For retirements
occurring on or after August 19, 2009, the following two additional provisions apply:
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1) retirees over age 65 must enroll in Medicare to preserve their eligibility for lifetime District-paid benefits; and
2) The District will continue a percentage of a covered spouse’s medical premium based on years of service of the
retiree as follows: 0% for less than 20 years of service, 50% for at least 20 years of service but less than 30 years
of service, and 100% for 30 or more years of service.
Funding policy

The District pays 100% of the cost of the OPEB plan. The District funds the plan on a pay-as-you-go basis and
maintains reserves and records a liability for the difference between the pay-as-you-go and the actuarially
determined annual OPEB cost.
The District recognizes GASB 75 and the primary objective of this Statement is to improve accounting and
financial reporting by state and local governments for post employment benefits other than pensions. The
statement is effective for fiscal years beginning after June 15, 2017. Management is currently evaluating the
effect of this standard on the financial statements.
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Note 14 – Other Post-Employment Benefits (Continued)
Annual OPEB cost
The following table presents the components of the District’s annual OPEB cost, amounts actually
contributed, and changes in net OPEB obligation for the years ended March 31,
2018
Annual required contribution
Interest on net OPEB obligation
Adjustment to annual required contribution

$

584,681
81,366
(248,752)

T
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Annual OPEB expense

R
D

Net OPEB obligation, beginning of year
Net OPEB obligation, end of year
Funded status of the plan

$

$

584,681
81,367
(181,780)

417,295

448,268

(213,897)

(226,513)

203,398

257,755

1,808,130

1,550,375

Contributions made:
Retired employees post employment medical
benefit payments
Increase in net OPEB obligation

2017

2,011,528

$

1,808,130

The most recent valuation dated April 1, 2014 includes an Actuarial Accrued Liability and Unfunded
Actuarial Accrued Liability of $4,161,427. There are no plan assets because the District funds on a pay-asyou-go basis and maintains reserves equal to the remaining net OPEB obligation.
Schedule of funding progress

Fiscal Actuarial
year valuation
end
date
3/31/16
3/31/17
3/31/18

4/1/14
4/1/14
4/1/14

Actuarial
accrued
liability
(a)
$ 4,161,427
4,161,427
4,161,427

Actuarial
value of
assets
(b)
-

Unfunded
Actuarial
accrued
liability
(UAAL)
(a) – (b)
$ 4,161,427
4,161,427
4,161,427
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Funded
status
(b) / (a)
0.0
0.0
0.0

STOCKTON EAST WATER DISTRICT
Notes to Financial Statements
March 31, 2018 and 2017

Note 14 – Other Post-Employment Benefits (Continued)
Three year trend information
The District’s annual OPEB cost and the net OPEB obligation are as follows:

Fiscal year ended
3/31/16
3/31/17
3/31/18

Annual
OPEB
cost

Net OPEB
obligation

T
F
A

495,588
448,268
417,295

Note 15 – Joint Venture (Joint Powers Agreement)

1,550,375
1,808,130
2,011,528

The District is exposed to various risks of loss related to torts; thefts of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. In order to insure for risks of loss, the District
participates in a joint venture under a joint powers agreement with the Association of California Water Agencies
Joint Powers Insurance Authority (JPIA). The relationship between the District and the JPIA is such that the
JPIA is not a component unit of the District for financial reporting purposes.

R
D

The JPIA arranges for and provides self-insured programs for liability, property, workers’ compensation and
underground storage tank pollution liability coverages for member districts. Each district pays a premium
commensurate with the level of coverage requested and shares surpluses and deficits proportionate to their
participation in the JPIA. The District’s share of surpluses and deficits cannot be determined, although District
management does not expect such amounts, if any, to be material in relation to the financial statements.
The latest audited financial information for the JPIA is for the fiscal year ending September 30, 2017 and the
condensed financial information of the JPIA is as follows:
Total assets
Total liabilities

$

199,365,344
(123,871,469)

Net position

$

75,322,674

The entity did not have long-term debt outstanding at September 30, 2017. The District’s share of the year-end
assets, liabilities or fund equity has not been calculated by the JPIA.
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Note 16 – Commitments and Contingencies
Second Amended Contract
The District is a party to the Second Amended Contract with City of Stockton, California Water Service
Company, San Joaquin County, Lincoln Village Maintenance District, and Colonial Heights Maintenance
District (Urban Contractors) in which the District agreed to make available to the Urban Contractors a
minimum of 20,000 acre-feet of treated water. The contract calls for the Urban Contractors to make
payments to the District in the amounts necessary to reimburse the District for all municipal and industrial
source of supply and transmission and distribution expenses, operation and maintenance costs of the
treatment plant, principal and interest payments on certificates of participation used for the construction of
the treatment plant and for the municipal and industrial share of conveyance and storage facilities and other
items as specified under the Second Amended Contract. The Contract remains in effect until April 1, 2035.

T
F
A

Contractor payments under the Second Amended Contract are based on the proportion of total water
produced by the respective contractor from any source, not the amount delivered from the District. In April
2012, the Urban Contractors signed an agreement, separate from the Second Amended Contract and not
signed by the District, reallocating use of the District’s water supply. The agreement also reallocated
payments to the District based on water delivered by the District, rather than total water produced, which is
inconsistent with the methodology in the Second Amended Contract. Therefore, while the District has
received payments in amounts equal to the total amount owed by all contractors under the Second Amended
Contract, the payments have not been made by the contractor to whom the charge was allocated. This issue
is currently the subject of litigation among the parties. It is too early to estimate an outcome.
New Melones Contract

R
D

Under terms of a contract known as the “New Melones Contract” dated October 4, 1983 between the United
States of America and Stockton East Water District, the District contracted to receive water from the New
Melones Dam and Reservoir on the Stanislaus River. The New Melones Contract establishes minimum and
maximum amounts of water to be delivered for both agricultural and municipal and industrial use. These
amounts of water delivered may be reduced under certain limited circumstances. Rates for the water
delivered to the District are based on the rates set by the California Central Valley Project and the Bureau of
Reclamation for agricultural and municipal and industrial water.
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Note 16 – Commitments and Contingencies (Continued)
New Hogan Dam Contract
Under terms of a contract known as the “New Hogan Contract” dated August 25, 1970, between the United
States of America, Stockton East Water District and Calaveras County Water District, the two districts
contracted to receive the full yield of the New Hogan Project in exchange for repaying the United States of
America a portion of the construction costs of New Hogan Dam, excluding recreation features. This
repayment obligation was paid in 2011.

T
F
A

The District now continues to pay for a portion of the annual operation, maintenance, replacement and
contract administration costs. This payment is determined every five years based on estimated costs as
determined by the U.S. Army Corps of Engineers and adjusted for the differences between the actual costs
and estimated costs of the prior five years.
New Melones Conveyance System

R
D

The District constructed the New Melones Conveyance System (the “System”) which transports water from the
New Melones Reservoir to the District’s water treatment plant, as well as providing water for irrigation. This
water provides a surface water supply in addition to the District’s existing surface supply from the New Hogan
Reservoir and wells pumping ground water. The System consists of the purchase of an undivided one-third
interest in Goodwin Dam, a diversion structure at Goodwin Dam, the Goodwin Tunnel, and the Upper
Farmington Canal Improvements to Shirley, Hoods and Rock Creeks for conveyance, the Lower Farmington
canal, Peters Pipeline and improvements to the existing District water treatment plant. The System contains
both single-use facilities, to be used exclusively by the District, and facilities used to provide New Melones
water to the Central San Joaquin Water Conservation District.
Note 17 – Governing Board
As of March 31, 2018, the seven members of the District’s Board of Directors were as follows:
Director
Richard Atkins
Andrew Watkins
Alvin Cortopassi
Melvin Panizza
Paul Sanguinetti
Loralee McGaughey
Thomas McGurk

Division

Term expires

1
2
3
4
5
6
7

December 2018
December 2018
December 2018
December 2018
December 2018
December 2018
December 2018
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Stockton East Water District
Combining Statement of Net Position
March 31, 2018

Admin

Assets
Current assets
Cash and cash equivalents
Water assessments receivable
Interest receivable, San Joaquin County
Interest receivable, other
Other receivables
Due to (from) other divisions
Current maturities of contract receivable
Inventory
Prepaid expenses
Restricted assets
Cash and cash equivalents
Investments
Interest receivable, San Joaquin County
Developer fees receivable
Total current and restricted assets
Property, plant and equipment, net
Other assets
Water assessments receivable
Long term contract receivable
Debt refunding costs, net of amortization
Total assets
Deferred outflows
Total assets and deferred outflows
Liabilities and net position
Current liabilities
Accounts payable and accrued liabilities
Compensated absences payable
Customer prepaid water tolls
Deferred revenue
Current portion of long-term debt
Interest payable
Total current liabilities

$

Agricultural

$

28,839
19,619
435,882
(1,660,460)
54,680

$

220,948
438,357
1,615

$

2,120,898
105,758
2,740

$

(834,973)

1,906,851

315,435

457,576

182,331

221,911
1,651,375

887,003
11,871,412
3,211
343,556
22,025,038

165,234

83,876

6,026,103

551

302

21,920

1,872,863

1,660,933

51,964,807

83,923

381,288
31,699
74,402,832
1,883,073
76,285,905

T
F
A
6,315,453

1,956,786
$

1,956,786

R
D

459,532
3,642,385
298,588
5,766,716

7,976,386

$

7,976,386

$

90,110

-

24,763,477
443,405
6,772,601
61,855,306
406,108

11,397,916
890,421
1,736,154
14,024,491
76,285,905

$

$

84,612,052

86,887,078

19,505,846

19,505,846
381,288
31,699
154,128,896
1,883,073
156,011,969

14,938,390
436,285
46,872
144,582,122
1,968,013
146,550,135

69,792,892
69,792,892

22,888,833

$

2,696,118
1,119,937

448,186

2,920,343

36,408,040

83,923
180,373
1,244,304
1,508,600
1,956,786

3,485,220
85,632
1,485,191
5,056,044
7,976,386

12,890,301
5,251,077
796,945
14,446,529
33,384,852
69,792,892
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21,871,350
1,461,821
51,107
22,093
351,901
54,680
154,843
1,386,023

26,247,870

224,225

$

$

24,039,177

2,943,667
9,455,603

$

25,724,322
1,041,026
90,686
19,619
435,882
0
54,680
221,911
2,606,717

6,973,923
9,679,677
15,851
250,228
42,273,497

134,115

448,186

2017
Consolidated
Total

Consolidated
Total

7,162,215
11,871,412
25,984
343,556
49,598,010

406,354
328,340
21,195,839
958,300

24,109,107

$

13,656,614
496,910
57,492

588,582

1,176,078
190,133

Long-term debt, less current portion
Certificates of participation
State revolving fund loan
Bank of Stockton loan
Interest payable
Accrued post-employment benefits
Net pension liability
Total liabilities
Deferred inflows
Net position
Invested in capital assets
Restricted for urban contractors
Restricted for capital projects
Restricted for dry year reserves
Unrestricted
Total net position
Total liabilities and net position

9,725,862

Municipal Division
Groundwater
Treatment Plant

$

$

1,672,542
518,473
21,195,839
459,532
4,734,800
298,588
28,879,773

1,973,157
484,654
15,431,810
691,851
5,118,203
348,240
24,047,915

27,052,774
9,455,603
2,696,118
24,763,477
2,011,528
6,772,601
101,631,874
406,108

31,047,076
10,028,647
2,832,174
25,071,145
1,808,130
5,876,317
100,711,405
197,717

27,857,361
5,251,077
1,687,366
266,005
18,912,177
53,973,986
156,011,969

22,423,980
5,187,245
1,570,646
247,926
16,211,216
45,641,013
146,550,135

$

53
708,159
(661,640)

1,066,911
463,642

454,410
106,605
34,053
230,094
(2,930,823)
2,285,266
(1,663,281)
(1,189,615)
7,395,335
(535,645)
4,006,794
10,017,698
14,024,491

Nonoperating revenues (expenses)
Property taxes
Interest, San Joaquin County
Interest, investments and other
Loss on sale of fixed assets
Grant revenues
Interest expense
Developer fees
Net profit prior to other items
Net pension expense
Interdivision transfers- debt service
Interdivision transfers- other
Change in net position

Net position, beginning of year
Net position, end of year
$

37,011

1,471,068
747,105

(364,131)
451,599
558,818
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4,308,938
$ 5,056,044

(723,963)

471,350

949,782
$ 1,508,600

(95,992)

-

D
11,669
22,000

7,708
-

$

30,364,597
33,384,852

(7,031,203)
(1,387,022)
3,020,254

11,438,479

255,825
731
(153,322)

12,421,062
11,335,245

993,927
1,472,921
5,793,874
3,085,828
1,074,512

240,000
23,756,307

23,516,307

T
F
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R

580,658
6,484

3,757,740
2,024,719
56,575
8,078,979
(1,842,886)

249,183
406,814
15,151

46,519

46,519

146,861
332,909

$

694,676
1,545,270

$ 1,530,554

1,530,554

-

Agricultural

3,784,964
312,881
2,138,249
6,236,093

$

Admin

Operating revenues
Surface water sales and assessments
Municipal and industrial water
Administration charges
Source of supply charges
Transmission and distribution charges
Total operating revenues
Operating expenses
Source of supply
Transmission and distribution charges
Water treatment
General and admin
Depreciation
Amortization
Total operating expenses
Operating profit (loss)

Municipal Division
Groundwater
Treatment Plant

March 31, 2018

$

$

-

-

-

(5,923,213)
-

(3,784,964)
-

(2,138,249)

(2,138,249)
(5,923,213)

(3,784,964)

Eliminations

Combining Statement of Revenues, Expenses and Changes in Net Position

Stockton East Water District

454,410
381,806
56,784
230,094
(3,180,137)
2,285,266
9,522,585
(1,189,615)
8,332,970

2,084,647
1,619,665
5,809,025
3,639,261
3,142,726
56,575
16,351,899
9,294,362

1,577,073
23,516,307
(0)
312,881
240,000
25,646,260

45,641,013
$ 53,973,986

$

Consolidated
Total

426,965
202,050
61,702
(1,533)
(3,425,991)
1,713,661
7,149,590
(91,667)
7,057,923

3,193,965
1,707,010
6,478,985
3,549,558
3,082,343
66,091
18,077,952
8,172,736

1,529,342
24,405,990
0
315,356
26,250,688

38,583,090
$ 45,641,013

$

2017
Consolidated
Total

STOCKTON EAST WATER DISTRICT
Schedules of Certificates of Participation and Installment
Purchase Agreement Maturities by Funding Source
March 31, 2018
Pursuant to certificate of participation agreements and the installment purchase agreement, the District pledged
all District revenues for repayment of certificates of participation and the installment purchase agreement. The
District is currently funding the repayment of the 1997 and 2002A Certificates of Participation and the 2005
Installment Purchase Agreement with surface water sales and ground water assessments and municipal and
industrial water revenues and the 2002B Certificates of Participation with developer fees. The following is an
analysis of certificates of participation maturities by current funding source.
Service requirements to maturity for the 1997 and 2002A Certificates of Participation and the 2005 Installment
Purchase Agreement which are currently funded with surface water sales and ground water assessments and
municipal and industrial water revenues are as follows:
Year ending March 31,
2019
2020
2021
2022
2023
2024
2025
2026

$

T
F
A

Principal
2,582,601
2,698,820
2,830,735
2,963,377
3,111,776
465,966
485,980
506,854

R
D
$

15,646,109

$

$

Interest
690,271
565,021
431,950
292,495
144,034
57,100
37,086
16,212
2,234,169

Stockton East Water District

42
54

$

$

Total
3,272,872
3,263,841
3,262,685
3,255,872
3,255,810
523,066
523,066
523,066
17,880,278

Schedules of Certificates of Participation and Installment
Purchase Agreement Maturities by Funding Source (Continued)
March 31, 2018
Service requirements to maturity for the 2002B Certificates of Participation which are currently funded with
developer fees and municipal and industrial water revenues are as follows:
Year ending March 31,
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

Principal
$

Interest

1,823,010
1,706,287
1,595,484
1,495,927
1,401,740
1,315,402
1,233,884
1,159,572
1,089,528
1,023,524
962,331
902,715

$

Total

2,766,990
2,883,713
2,994,516
3,094,073
3,188,260
3,274,598
3,356,116
3,430,428
3,500,472
3,566,476
3,632,669
3,687,285

$ 4,590,000
4,590,000
4,590,000
4,590,000
4,590,000
4,590,000
4,590,000
4,590,000
4,590,000
4,590,000
4,595,000
4,590,000

T
F
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R
D
$

15,709,404
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$

39,375,596

$

55,085,000
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Agenda Item: F-1
Date: 08/28/18
Weekly Water Report
New Hogan (NHG) TOC

As of:
Aug. 20, 2018
317,100

Storage:
Net Storage Change:
Inflow:
Release:

New Melones (NML) Allocation
Storage:
Net Storage change:
Inflow:
Release:
Source: CDEC Daily Reports

As of:
Aug. 27, 2018
AF

176,444
-2,853
28
173

AF
AF
CFS
CFS

75,000

AF

1,844,381
-10,872
965
1,700

AF
AF
CFS
CFS

1,685

CFS

301
976
393
101
1,771

CFS
CFS
CFS
CFS
CFS

73
0

CFS
CFS

13
3
1
30
0
7
23
26

MGD
MGD
MGD
MGD
MGD

0
0
0
0
0
0

GPM
GPM
GPM
GPM
GPM
GPM

Goodwin Diversion (GDW)
Inflow (Tulloch Dam):
Release to Stanislaus River (S-98):
Release to OID (JT Main):
Release to SSJID (SO Main):
Release to SEWD:
Total Release
Source: Tri-Dam Operations Daily Report

Farmington Dam (FRM)
Diverted to SEWD:
Diverted to CSJWCD:
Source: USACE WCDS Hourly Report

Surface Water Used
Irrigators on New Hogan:
Irrigators on New Melones:
Out-Of-District Irrigators:
DJWWTP Production:
North Stockton:
South Stockton:
Cal Water:
City of Stockton DWSP Production:

District Ground Water Extraction
74-01
74-02
North
South
Extraction Well # 1
Total Well Water Extraction

Note: All flow data reported here is preliminary and subject to revision.
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