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INDEPENDENT AUDITOR’S REPORT 
 

To the Board of Directors 
Murphys Sanitary District 
Murphys, California 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Murphys Sanitary District (District), as of and 
for the year ended June 30, 2022, and the related notes to the financial statements, which collectively comprise 
the District’s basic financial statements as listed in the table of contents. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the District as of June 30, 2022, and the changes in financial position and its cash flows for the year 
then ended in accordance with accounting principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States.  Our responsibilities under those standards are further described in 
the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to 
be independent of the District and to meet our other ethical responsibilities, in accordance with the relevant 
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinions. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance 
with accounting principles generally accepted in the United States of America, and for 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. 

In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about the District’s ability to continue as a going 
concern for twelve months beyond the financial statement date, including any currently known information that 
may raise substantial doubt shortly thereafter. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a 
guarantee that an audit conducted in accordance with generally accepted auditing standards and Government 
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a 
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements 
are considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the financial statements. 
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In performing an audit in accordance with generally accepted auditing standards and Government Auditing 
Standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud 
or error, and design and perform audit procedures responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. 

 Obtain an understanding of internal control relevant to the audit 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 District’s internal control. Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the financial 
statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 
raise substantial doubt about the District’s ability to continue as a going concern for a reasonable period 
of time. 

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that 
we identified during the audit. 
 
Other Matters 
 
Required Supplementary Information 
 
Management has omitted the management’s discussion and analysis that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial statements.  
Such missing 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.  Our opinion on the basic 
financial statements is not affected by this missing information. 
 
Accounting principles generally accepted in the United State of America require that the District’s Schedule of 
Proportionate Share of Net Pension Liability and Contributions, on pages 21 - 22 be presented to supplement the 
basic financial statements.  Such information, although not a required part of the basic financial statements, is 
required by the Government 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 and the other auditors have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, and 
other knowledge we obtained during our audit of the basic financial statements.  We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated October 14, 2022 on 
our consideration of the Murphys Sanitary District’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.  
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the District’s internal control over financial reporting and 
compliance. 
 
 
 
 
 
 
 
October 14, 2022
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MURPHYS SANITARY DISTRICT 
 

STATEMENT OF NET POSITION 
JUNE 30, 2022 

 

Current assets
Cash and investments 2,337,787$       

Interest receivable 3,616               

Total current assets 2,341,403         

Non-current assets
Restricted cash and investments 43,670             
Capital Assets

Property, plant, and equipment - net of
accumulated depreciation 9,103,733         

Total non-current assets 9,147,403         

Total assets 11,488,806       

DEFERRED OUTFLOWS OF RESOURCES 231,370           

Current liabilities
Accounts payable and accrued expenses 12,041             
Interest payable 2,939               
Current portion of long-term debt 26,032             

Total current liabilities 41,012             

Non-current liabilities
Compensated absences 29,498             

Long-term debt 953,901           

Net pension liability 67,087             

Total non-current liabilities 1,050,486         

Total liabilities 1,091,498         

DEFERRED INFLOWS OF RESOURCES 59,169             

Net investment in capital assets 8,120,861         
Restricted for debt service 43,670             
Unrestricted 2,404,978         

Total net position 10,569,509$     

ASSETS

LIABILITIES

NET POSITION

 



 

See accompanying notes.   5 

MURPHYS SANITARY DISTRICT 
 

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 
YEAR ENDED JUNE 30, 2022 

 
Operating Revenue

Service charges 879,944$          

Connections fees 309,500            

Total operating revenue 1,189,444         

Operating Expense
Salaries and wages 379,049            
Employee benefits 139,949            
Professional services 33,480             
Operating supplies 33,078             
Permits 34,820             
Repairs and maintenance 11,262             
Monitoring 29,851             
Office 20,237             
Utilities 40,078             
Insurance 639                  
Communications 11,889             
Memberships and publications 8,993               
Depreciation 268,159            

Total operating expense 1,011,484         

Operating income/(loss) 177,960            

Non-operating Revenue/(Expense)
Property taxes 135,026            
Interest income 10,181             
Other income 12,720             

Interest expense (18,029)            

Total non-operating revenue/(expense) 139,898            

Change in Net Position 317,858            

Net Position
Beginning of year 10,251,651       

End of year 10,569,509$      
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MURPHYS SANITARY DISTRICT 
 

STATEMENT OF CASH FLOWS 
YEAR ENDED JUNE 30, 2022 

 
 

Operating Activities

Receipts from customers and users 1,189,444$       
Payments to suppliers for goods and services (241,624)          
Payments to employees for services (733,787)          

Net cash used in operating activities 214,033            

Non-capital Financing Activities
Property taxes collected 135,026            
Other income 12,720             

Net cash provided by non-capital financing activities 147,746            

Capital and Related Financing Activities
Principal paid on long-term debt (23,464)            

Receipts from other governments - capital grants 134,963            

Interest paid on long-term debt (20,207)            
Acquisition of capital assets (426,021)          

Net cash used in capital and
related financing activities (334,729)          

Investing Activities
Interest received 7,677               

Net Increase/(Decrease) in Cash and Investments 34,727             

Cash and Investments

Beginning of year 2,346,730         

End of year 2,381,457$       

Cash Flows from Operating Activities
Operating income (loss) 177,960$          
Adjustments to reconcile operating income (loss)

to net cash provided (used) by operating activities:
Depreciation 268,159            
(Increase) Decrease in deferred outflows of resources (161,465)          
Increase (Decrease) in account payables and accrued expenses (49,942)            
Increase (Decrease) in deferred inflows of resources 55,551             
Increase (Decrease) in compensated absences 5,464               
Increase (Decrease) in net pension liability (114,339)          

Net Cash Used in Operating Activities 214,033$          
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 

 
 
Note 1 – Summary of Significant Accounting Policies 
 

The financial statements of the Murphys Sanitary District (District) have been prepared in conformity 
with accounting principles generally accepted in the United States of America as applied to enterprise 
funds of governmental units.  The Governmental Accounting Standards Board (GASB) is the 
accepted standard-setting body for establishing governmental accounting and financial reporting 
principles.  The significant accounting principles and policies utilized by the District are described 
below: 
 

Reporting Entity 
 

The District was established January 5, 1960, for the purpose of constructing and operating a system 
of sewage services to property within the District.  Operations are conducted under provisions of the 
Community Services District Laws.   
 

Basis of Accounting 
 

The District accounts for its operations in enterprise funds using the economic resources measurement 
focus and the accrual basis of accounting.  A fund is an accounting entity with a self-balancing set of 
accounts established to record the financial position and results of operations of a specific government 
activity.  The activities of enterprise funds closely resemble those of ongoing businesses in which the 
purpose is to conserve and add to basic resources while meeting operating expenses from current 
revenues.  Revenues are recorded when earned and expenses are recorded when a liability is incurred, 
regardless of the timing of related cash flows. 
 
An enterprise fund distinguishes operating revenues and expenses from non-operating items.  
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with the District’s principal ongoing operations.  The principal 
operating revenues of the District are charges to customers for sewer service.  Operating expenses for 
the District include the cost of sales and services, administrative expenses, and depreciation on capital 
assets.  All revenues and expenses not meeting this definition are reported as non-operating revenues 
and expenses. 
 
Financial Statement Amounts 
 

Cash and Investments - Cash and investments represent the District's cash bank accounts including, 
but not limited to, certificates of deposit, money market funds and cash management pools for 
reporting purposes in the Statement of Cash Flows.  Additionally, investments with maturities of three 
months or less when purchased are included as cash equivalents in the Statement of Cash Flows. 
 
Investments of the pool include only those investments authorized by the California Government 
Code such as, United States Treasury securities, agencies guaranteed by the United States 
Government, registered state warrants, and other investments.  Investments primarily consist of 
deposits in the State of California Local Agency Investment Fund. Investments are stated at fair value.  
 
Accounts Receivable – Billings for sewer services are sent monthly and are reflected on the accrual 
basis of accounting.  Delinquent accounts are submitted to the Calaveras County and are attached to 
the County tax rolls. 
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 

 
 
Note 1 – Summary of Significant Accounting Policies (Continued) 

 
Capital Assets – Capital assets are defined by the government as assets with an initial individual cost 
of more than $2,500 and an estimated useful life in excess of one year.  Such assets are recorded at 
historical cost or estimated historical cost if purchased or constructed.  Donated capital assets are 
recorded at estimated fair market value at the date of donation. 

 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend assets lives are not capitalized.  Betterments and major improvements which significantly 
increase values, change capacities or extend useful lives are capitalized.  Upon sale or retirement of 
fixed assets, the cost and related accumulated depreciation are removed from the respective accounts 
and any resulting gain or loss is included in the results of operations. 

 
Major outlays for capital assets and improvements are capitalized as projects are constructed.  Interest 
incurred during the construction phase of capital assets of business-type activities are included as part 
of the capitalized value of the assets constructed. 

 
Capital assets in service are depreciated using the straight-line method over the following estimated 
useful lives: 

 
Years

Sewer Treatment 25 - 50
Collection 25 - 50
Equipment 5 - 10  
 

Compensated Absences – The District allows employees to accumulate unused vacation leave to a 
maximum of twice their annual vacation rate.  Upon termination, accumulated vacation that was not 
taken will be paid to the employee.  Sick leave is not paid upon termination but will be paid only upon 
illness while in the employment of the District. 

 
Vested or accumulated vacation leave time that is expected to be paid with expendable available 
financial resources is recorded as an expense and liability as the benefits accrue. 

 
Unearned Revenues – The District typically records unearned revenues related to customer deposits 
received but not earned.  

 
Pension Plan – All full-time District employees are members of the State of California Public 
Employees' Retirement System. The District's policy is to fund all pension costs accrued; such costs 
to be funded are determined annually as of July 1 by the System's actuary. For purposes of measuring 
the net pension liability and deferred outflows/inflows of resources related to pensions, and pension 
expense, information about the fiduciary net position of the District’s California Public Employee 
Retirement System (CalPERS) plan and additions to/deduction from the Plan’s fiduciary net position 
have been determined on the same basis as they are reported by CalPERS.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms.  Investments are reported at fair value. 



 

 9 

MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 

 
 
Note 1 – Summary of Significant Accounting Policies (Continued) 
 

Long-Term Obligations – Long-term debt and other long-term obligations are reported as liabilities in 
the Proprietary Fund Statement of Net Position. Debt principal payments are reported as decreases in 
the balance of the liability on the Statement of Net Position.   
 
Net Position – The financial statements utilize a net position presentation. Net position is categorized 
as net investment in capital assets, restricted and unrestricted. 

 
 Net Investment in Capital Assets – This category groups all capital assets, including 

infrastructure, into one component of net position.  Accumulated depreciation and the 
outstanding balances of debt that are attributable to the acquisition, construction or 
improvement of these assets reduce the balance in this category. 

 
 Restricted Net Position – This category presents external restrictions on net position imposed 

by creditors, grantors, contributors, laws or regulations of other governments and restrictions 
imposed by law through constitutional provisions or enabling legislation. 

 
 Unrestricted Net Position – This category represents net position of the District not restricted 

for any project or other purpose. 
 

Revenues and Expenses – The District distinguishes operating revenues and expenses from 
nonoperating items.  Operating revenues and expenses generally result from providing services and 
producing and delivering goods in connection with the District’s principal ongoing operations.  The 
principle operating revenues of the District are charges to customers for sales and services.  Operating 
expenses for enterprise funds include the cost of sales and services, administrative expenses, and 
depreciation on capital assets.  All revenues and expenses not meeting this definition are reported as 
nonoperating revenues and expenses. 
 

Property Tax – Secured property taxes attach as an enforceable lien on property as of March 1.  Taxes 
are payable in two installments on November 15 and March 15.  Unsecured property taxes are 
payable in one installment on or before August 31.  The County of Calaveras bills and collects the 
taxes for the District.  Tax revenues are recognized by the District when billed.  
 

Use of Estimates – The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenditures/expenses during the reporting period. Actual results could differ from those estimates. 

 

Note 2 – Cash and Investments 

Cash and investments as of June 30, 2022 are classified in the accompanying financial statements as 
follows: 

 

Statement of Net Position:

Cash and Investments 2,337,787$      
Restricted cash and investments 43,670            

Total Cash and Investments 2,381,457$      
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 

 
 
Note 2 – Cash and Investments (Continued) 

 
Cash and investments as of June 30, 2022 consist of the following: 
 

Cash on hand 200$               
Deposits with financial institutions 404,010           

Local Agency Investment Fund 1,977,247        

Total Cash and Investments 2,381,457$      
 

 
Fair Value Measurements 

 
The framework for measuring fair value provides a fair value hierarchy that categorizes the inputs to 
valuation techniques used to measure fair value into three levels.  The fair value hierarchy gives the 
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 
1) and lowest priority to unobservable inputs (Level 3).  The three levels of the fair value hierarchy 
are described as follows: 

 
Level 1: Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or 

liabilities in active markets that a government can access at the measurement date. 
 

Level 2: Inputs to valuation methodology include inputs – other than quoted prices included within 
Level 1 – that are observable for an asset or liability, either directly or indirectly. 

 
Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value 

measurement. 
 

The asset’s or liability’s fair value measurement level within a fair value hierarchy is based on the 
lowest level of any input that is significant to the fair value measurement.  Valuation techniques used 
need to maximize the use of observable inputs and minimize the use of unobservable inputs. 
 

Following is a description of the valuation methodologies used for assets measured at fair value. 
 

LAIF is valued based on the District’s pro-rata share of the fair value provided by LAIF for the entire 
LAIF portfolio (Level 2 input).  
 

Investments Authorized by the District’s Investment Policy 
 
The District’s investment policy only authorizes investment in the local government investment pool 
administered by the State of California (LAIF).  The District’s investment policy does not contain 
any specific provisions intended to limit the District’s exposure to interest rate risk, credit risk, and 
concentration of credit risk. 
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 
 

Note 2 – Cash and Investments (Continued) 
 

Investments Authorized by Debt Agreements 
 
Investments of debt proceeds held by bond trustee are governed by provisions of the debt 
agreements, rather than the general provisions of the California Government Code or the District’s 
investment policy.  The table below identifies the investment types that are authorized for 
investments held by the bond trustee.  The table also identifies certain provisions of these debt 
agreements that address interest rate risk, credit risk, and concentration of credit risk. 

 
Maximum
Maturity

U.S. Treasury Obligations None
U.S. Agency Securities None
Banker's Acceptances 180 days
Commercial Paper 270 days
Money Market Mutual Funds N/A
Investment Contracts 30 years

Authorized Investment Type

 
 

Disclosures Relating to Interest Rate Risk   
 
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value 
of an investment.  Generally, the longer the maturity of an investment, the greater the sensitivity of 
its fair value to changes in market interest rates.  As of June 30, 2022 the District had the following 
investments. 
 

Maturity Date

Local Agency Investment Fund (LAIF) 1,977,247$       N/A

Total 1,977,247$       

Investment Type

 
 

Disclosures Relating to Credit Risk 
 
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the 
holder of the investment.  This is measured by the assignment of a rating by a nationally recognized 
statistical rating organization.  LAIF does not have a rating provided by a nationally recognized 
statistical rating organization. 
 
Concentration of Credit Risk 
 
The investment policy of the District contains no limitations on the amount that can be invested in any 
one issuer beyond that stipulated by the California Government Code.  There are no investments in 
any one issuer that represent 5% or more of total District investments. 
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 
 

Note 2 – Cash and Investments (Continued) 
 
Custodial Credit Risk 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 
institution, a government will not be able to recover its deposits or will not be able to recover 
collateral securities that are in the possession of an outside party.  The California Government Code 
and the District’s investment policy do not contain legal or policy requirements that would limit the 
exposure to custodial credit risk for deposits, other than the following provision for deposits:  The 
California Government Code requires that a financial institution secure deposits made by state or local 
governmental units by pledging securities in an undivided collateral pool held by a depository 
regulated under state law (unless so waived by the governmental unit).  The market value of the 
pledged securities in the collateral pool must 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 custodial risk for investments is the risk that, in the event of the failure of the counterparty to a 
transaction, a government will not be able to recover the value of its investment or collateral securities 
that are in the possession of another party.  The California Government Code and the District’s 
investment policy do not contain legal or policy requirements that would limit the exposure to 
custodial credit risk for investments.  With respect to investments, custodial credit risk generally 
applies only to direct investments in marketable securities.  Custodial credit risk does not apply to a 
local government’s indirect investment in securities through the use of mutual funds or government 
investment pools (such as LAIF).  
 
Investment in State Investment Pool – The District is a voluntary participant in the Local Agency 
Investment Fund (LAIF) that is regulated by the California Government Code under the oversight of 
the Treasurer of the State of California.  The fair value of the District’s investment in this pool is 
reported in the accompanying financial statements at amounts based upon the District’s pro-rata share 
of the fair value provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of 
that portfolio).  The balance available for withdrawal is based on the accounting records maintained 
by LAIF, which are recorded on an amortized cost basis. 
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022  
 
 

Note 3 – Property, Plant and Equipment 
 

The detail of property, plant and equipment at June 30, is as follows: 
 

Balance Balance
July 1, 2021 Additions Retirements June 30, 2022

Capital assets, not being depreciated

Land 274,091$          -$                 -$                274,091$          
Construction in progress 14,527             8,358            -                  22,885             

Total capital assets, not being depreciated 288,618            8,358            -                  296,976            

Capital assets, being depreciated
Treatment plant 6,932,730         9,393            -                  6,942,123         
Utility system - infrastructure 2,022,400         6,397            -                  2,028,797         
Donated property 1,440,389         -                   -                  1,440,389         
Buildings and equipment 172,988            401,873         -                  574,861            

Total capital assets, being depreciated 10,568,507       417,663         -                  10,986,170       

Less accumulated depreciation for
Treatment plant (658,814)          (175,237)        -                  (834,051)          
Utility system - infrastructure (692,863)          (47,308)         -                  (740,171)          
Donated property (450,512)          (28,808)         -                  (479,320)          
Buildings and equipment (109,065)          (16,806)         -                  (125,871)          

Total accumulated depreciation (1,911,254)        (268,159)        -                  (2,179,413)        

Total capital assets, being depreciated, net 8,657,253         149,504         -                  8,806,757         

Total capital assets, net 8,945,871$       157,862$       -$                9,103,733$        
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 
 

Note 4 – Deferred Outflows and Deferred Inflows of Resources 
 

In addition to assets, the statement of net position will sometimes report a separate section for 
deferred outflows of resources.  This separate financial element, deferred outflows of resources, 
represents a consumption of net position or fund balance that applies to future period(s) and thus, will 
not be recognized as an outflow of resources (expense/expenditure) until then. The District reports 
$231,370 in deferred outflows related to net pension liability.  See Note 5 for more details. 
 
In addition to liabilities, the statement of financial position will sometimes report a separate section 
for deferred inflows of resources.  This separate financial statement element, deferred inflows of 
resources, represent an acquisition of net position or fund balance that applies to a future period(s) 
and so will not be recognized as an inflow of resources (revenue) until that time.  The District reports 
$59,169 in deferred inflows related to net pension liability.  See Note 5 for more details. 

 
Note 5 – Defined Benefit Pension Plan 

 

Plan Description 
 
The District’s defined benefit pension plan, the California Public Employees’ Retirement System 
(CalPERS), provides retirement and disability benefits, annual cost of living adjustments, and death 
benefits to plan members and beneficiaries.  CalPERS is part of the Public Agency portion of the 
CalPERS, an agent 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 is established by State statutes within the 
Public Employees Retirement Law.  The District selects optional benefit provisions from the benefit 
menu by contract with CalPERS and adopts those benefits through local ordinance.  CalPERS issues 
a separate comprehensive financial report.  Copies of the CalPERS’ annual financial report may be 
obtained from the CalPERS Executive Office – 400 P Street – Sacramento, CA 95814. 
 
Funding Policy 
 
Active plan members in the District’s defined pension plan are required to contribute 7% of their 
annual salary.  The District is required to contribute the actuarially determined remaining amounts 
necessary to fund the benefits for its members.  The actuarial methods and assumptions used are 
those adopted by the CalPERS Board of Administration.  The required employer contribution rate for 
fiscal year 2022 was 8.650% for Miscellaneous Classic and 7.59% for Miscellaneous PEPRA.  The 
contribution requirements of the plan members are established by State statute and the employer 
contribution rate is established and may be amended by CalPERS. 
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 

 

Note 5 – Defined Benefit Pension Plan (continued) 
 

 
The Plans’ provisions and benefits in effect at June 30, 2022, are summarized as follows: 
 

Miscellaneous 
Classic

Miscellaneous 
PEPRA

Hire Date
Prior to 

January 1, 2013
On or after

January 1, 2013
Benefit Formula 2.0% at 60; 

maximum 2% 
COLA

2.0% at 62; 
maximum 2% 

COLA
Benefit Vesting Schedule 5 years service 5 years service
Benefit Payments monthly for life monthly for life
Retirement Age 60 60
Monthly Benefits, as a % of Eligible Compensation 2.00% 2.00%
Required Employee Contribution Rates 7.00% 6.25%
Required Employer Contribution Rates 8.650% 7.590%
 
Contributions – Section 20814(c) of the California Public Employees’ Retirement Law requires that 
the employer contribution rates for all public employers be determined on an annual basis by the 
actuary and shall be effective on July 1 following the notice of a change in the rate.  Funding 
contributions for both Plans are determined annually on an actuarial basis as of June 30 by CalPERS.  
The actuarially determined rate is the estimated amount necessary to finance the costs of benefits 
earned by employees during the year, with an additional amount to finance any unfunded accrued 
liability.  The District is required to contribute the difference between the actuarially determined rate 
and the contribution rate of employees. The difference between the actuarially determined rate and the 
contribution rate of employees. 

 
For the year ended June 30, 2022, the contributions recognized as part of the pension expense is as 
follows: 

 
 Contributions – employer   $     210,781 

 Contributions – employee     $       19,725 
 

As of June 30, 2022, the District reported net pension liability for its proportionate share of the net 
pension liability of each Plan as follows: 

     
 Proportionate Share of  

 Net Pension Liability 
 Miscellaneous $   67,087 
 
 



 

 16 

MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 

 

Note 5 – Defined Benefit Pension Plan (Continued) 
 

Pension Liabilities, Pension Expenses, and Deferred Outflows/Inflows of Resources Related to 
Pensions 

 
The District’s net pension liability is measured as the proportionate share of the net pension liability.  
The net pension liability of each Plan is measured as of June 30, 2021, and the total pension liability 
for each Plan used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2020 rolled forward to June 30, 2021 using standard update procedures.  The District’s 
proportion of the net pension liability was based on a projection of the District’s long-term share of 
contributions to the pension plans relative to the projected contributions of all participating 
employers, actuarially determined.  The District’s proportionate share of the net pension liability for 
the Plan as of June 30, 2021 and 2022 was as follows: 

 
     Miscellaneous   
 Proportion – June 30, 2021 0.00430%                      
    Proportion – June 30, 2022 0.00353%   
 Change – Increase/(Decrease)          -0.00077%                  
 

For the year ended June 30, 2022, the District recognized pension expense of $9,472.  At June 30, 
2022, the District reported deferred outflows of resources and deferred inflows of resources related 
to pension from the following sources: 
 

Deferred Outflows 
of Resources

Deferred Inflows 
of Resources

Pension contributions subsequent to 
     measurement date 210,781$               -$                       
Change in employer's proportion 7,440                    -                         

Changes of assumptions -                          -                         
Differences between employer's contributions 
     and proportionate share of contributions 5,626                    (605)                   
Difference between expected and actual

experience 7,523                    -                         
Differences between projected and 
     actual investment earnings -                          (58,564)               

Total 231,370$               (59,169)$              
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 

 

Note 5 – Defined Benefit Pension Plan (Continued) 
 

$210,781 reported as deferred outflows of resources related to contributions subsequent to the 
measurement date will be recognized as a reduction of the net pension liability in the year ended 
June 30, 2022.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pensions will be recognized as pension expense as follows: 
 

Year Ended
June 30

2023 (4,075)$                 
2024 (6,809)                   
2025 (11,511)                 
2026 (16,184)                 
2027 -                           

 
Actuarial Methods and Assumptions – The collective total pension liability for the June 30, 2020 
measurement period was determined by an actuarial valuation as of June 30, 2019, with update 
procedures used to roll forward the total pension liability to June 30, 2020. The collective total 
pension liability was based on the following assumptions: 
 

Valuation Date June 30, 2020
Measurement Date June 30, 2021
Actuarial Cost Method

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

Actuarial Assumptions:
Discount Rate 7.15%
Inflation 2.50%

Payroll Growth 2.50%
Salary Increases Varies by Entry Age and Service
Mortality Rate Table Derived using CalPERS' Membership 

Date for all Funds

1

 
 
1 The mortality table used was developed based on CalPERS-specific data. The table includes 15 
years of mortality improvements using Society of Actuaries Scale 90% of scale MP 2016. For more 
details on this table, please refer to the December 2017 experience study report (based on CalPERS 
demographic data from 1997 to 2015) that can be found on the CalPERS website. 
 
Change of assumptions – No changes in assumptions. 
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 

 

Note 5 – Defined Benefit Pension Plan (Continued) 
 
Discount rate – The discount rate used to measure the total pension liability for PERF C was 7.15%. The 
projection of cash flows used to determine the discount rate assumed that contributions from plan 
members will be made at the current member contribution rates and that contributions from employers 
will be made at statutorily required rates, actuarially determined. Based on those assumptions, the Plan’s 
fiduciary 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 plan investments was applied 
to all periods of projected benefit payments to determine the total pension liability. 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected rate of returns, net 
of pension plan investment expense and inflation) are developed for each major asset class. 
 
In determining the long-term expected rate of return, CalPERS took into account both short-term and 
long-term market return expectations as well as the expected pension fund cash flows. Using historical 
returns of all the funds’ asset classes, expected compound (geometric) returns were calculated over the 
short-term (first 10 years) and the long-term (11+ years) using a building-block approach. Using the 
expected nominal returns for both short-term and long-term, the present value of benefits was calculated 
for each fund. The expected rate of return was set by calculating the rounded single equivalent expected 
return that arrived at the same present value of benefits for cash flows as the one calculated using both 
short-term and long-term returns. The expected rate of return was then set equivalent to the single 
equivalent rate calculated above and adjusted to account for assumed administrative expenses. 
 
The long-term expected real rates of return by asset class can be found in CalPERS’ Comprehensive 
Annual Financial Report for the fiscal year ended June 30, 2021. 
 
The table below reflects long-term expected real rates of return by asset class. The rate of return was 
calculated using the capital market assumptions applied to determine the discount rate and asset 
allocation. The geometric rates of return are net of administrative expenses. 
 

Asset Class
1

New Strategic 
Allocation

Real Return

Years 1-10
2

Real Return

Years 11+
3

Global Equity 50% 4.80% 5.98%
Fixed Income 28% 1.00% 2.62%
Inflation Assets 0% 0.77% 1.81%
Private Equity 8% 6.30% 7.23%
Real Estate 13% 3.75% 4.93%
Liquidity 1% 0.00% -0.92%
Total 100%
1
 In the System's CAFR, Fixed Income is included in Global Debt Securities; Liquidity is in Short-term

Investments; Inflation Assets are included in both Global Equity Securities and Global Debt Securities
2
 An expected inflation of 2.0% used for this period

3
 An expected inflation of 2.92% used for this period
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 
 

Note 5 – Defined Benefit Pension Plan (Continued) 
 

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following presents the District’s proportionate share of the net pension liability for each 
Plan, calculating using the discount rate of each Plan, as well as what the District’s proportionate 
share of the net pension liability would be if it were calculated using a discount rate that is 1-
percentage point lower (6.15%) or 1-percentage point higher (8.15%) than the current rate: 

1% Decrease
(6.15%)

Current Discount Rate
(7.15%)

1% Increase
(8.15%)

Net Pension Liability 192,822$        67,087$                     (36,856)$       
 
Pension Plan Fiduciary Net Position – Detailed information about each pension plan’s fiduciary 
net position is available in the separately issued CalPERS financial reports. 
 
Payable to the Pension Plan 
 
At June 30, 2022, the District has no outstanding amount of contributions to the pension plan 
required for the year ended June 30, 2022. 

 

Note 6 – Non-current Liabilities 
 
Non-current liabilities at June 30, 2022, consisted of the following: 
 

Balance Balance Current 
July 1, 2021 Additions Retirements June 30, 2022 Portion

Long Term Debt

Direct borrowings:

Loan payable (CSWRCB) 1,003,397$    2,107$            (25,571)$       979,933$         26,032$     

Subtotal Long Term Debt 1,003,397      2,107              (25,571)         979,933           26,032       

Other Non-current Liabilities

Compensated absences 24,034          5,464              -                  29,498             -               

Net pension liability 181,426        -                    (114,339)       67,087             -               

Subtotal Other Non-current Liabilities 205,460        5,464              (114,339)       96,585             -               

Total Business-Type Activity Debt 1,208,857$    7,571$            (139,910)$     1,076,518$       26,032$      
 
State Water Resources Control Board Loan 
 
In May 2018, the District entered into an installment loan agreement in the amount of $1,003,397 
with the California State Water Resources Control Board to finance the construction of the District’s 
Wastewater Treatment Facility Upgrade Project.   Terms of the loan include: a 30-year term with 
annual interest of 1.8%; annual debt service payments, including principal and interest, total $43,579, 
commencing on April 30, 2022 and maturing on April 30, 2051.  The loan is secured by a lien and a 
pledge of the District’s net revenues, and any reserve fund.  
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MURPHYS SANITARY DISTRICT 
 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 
 
 

Note 6 – Non-current Liabilities (continued) 
 

The future debt service requirements for the loan payable is as follows: 
 

Fiscal Year Ending June 30, Principal Interest Total

2023 26,032$        17,638$      43,670$        
2024 26,500         17,170       43,670          
2025 26,977         16,693       43,670          
2026 27,463         16,207       43,670          
2027 27,957         15,713       43,670          

2028-2032 147,518        70,834       218,352        
2033-2037 161,281        57,071       218,352        
2038-2042 176,329        42,024       218,352        
2043-2047 192,780        25,573       218,352        

2048-2052 167,096        7,586         174,682        

979,933$      286,509$    1,266,442$     
 

All earned vacation hours, holiday, and compensating time is payable upon termination or retirement 
and are accrued as compensated absences.  Compensated absences liability is calculated in accordance 
with GASB Statement No. 16. 

 
Note 7 – Risk Management 
 

The District is exposed to various risks of loss to torts; theft of, damage of, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters.  The District joined together with 
other special districts for insurance coverage under Special Districts Risk Management Authority 
(SDRMA).  The District pays an annual premium to SDRMA for its general insurance coverage. 
 
The District continues to carry commercial insurance for all other risks of loss, including workers’ 
compensation, and employee health and accident insurance. 

 
Note 8 – Subsequent Events 
 

The District evaluated subsequent events for recognition and disclosure through October 14, 2022, the 
date which these financial statements were available to be issued.  Management concluded that no 
material subsequent events have occurred since June 30, 2022 that required recognition or disclosure 
in such financial statements. 
 



 

 

 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

 
REQUIRED SUPPLEMENTAL INFORMATION 
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MURPHYS SANITARY DISTRICT 
 
SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 
LAST 10 YEARS* 
YEAR ENDED JUNE 30, 2022 
 

 Proportion of the net 

pension liability 

 Proportionate share 

of the net pension 

liability 

 Covered - 

employee 

payroll 

 Proportionate share of 

the net pension liability 

as percentage of 

covered-employee 

payroll 

 Plan's fiduciary net 

position 

 Plan's fiduciary net 

position as a 

percentage of the 

Total Pension 

Liability 

2015 0.00150% 36,203$                   221,876$          16.32% 528,000$              93.18%
2016 0.00291% 79,794$                   237,895$          33.54% 498,930$              86.21%
2017 0.00347% 120,624$                  245,701$          49.09% 528,696$              81.42%
2018 0.00373% 147,057$                  250,630$          58.67% 602,518$              80.38%
2019 0.00384% 144,841$                  216,519$          66.90% 610,193$              80.82%
2020 0.00411% 164,635$                  236,253$          69.69% 662,637$              80.10%
2021 0.00430% 181,426$                  240,546$          109.35% 685,130$              79.06%
2022 0.00353% 67,087$                   266,032$          109.35% 885,224$              92.96%  

 
*Fiscal year 2014-15 was the first year of implementation, therefore only eight years are shown. 
 
Changes of Assumptions:  No changes in assumptions. 
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MURPHYS SANITARY DISTRICT 

 
SCHEDULE OF CONTRIBUTIONS 
LAST 10 YEARS* 
YEAR ENDED JUNE 30, 2022 
 

 Contractually 

required contribution 

(actuarially 

determined) 

 Contributions in 

relation to the 

actuarially determined 

contributions 

 Contributions 

deficiency 

(excess) 

 Covered-employee 

payroll 

 Contributions as a 

percentage of 

covered-employee 

payroll 

2015 13,035$                  (13,035)$                  -$                    221,876$                   5.87%
2016 13,304$                  (13,304)$                  -$                    237,895$                   5.59%
2017 14,292$                  (14,292)$                  -$                    245,701$                   5.82%
2018 20,693$                  (20,693)$                  -$                    250,630$                   8.26%
2019 18,739$                  (18,739)$                  -$                    216,519$                   8.65%
2020 24,584$                  (24,584)$                  -$                    236,253$                   10.41%
2021 35,654$                  (35,654)$                  -$                    240,546$                   14.82%
2022 39,254$                  (39,254)$                  -$                    266,032$                   14.76%  

 
*Fiscal year 2014-15 was the first year of implementation, therefore only eight years are shown. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER 

MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
To the Board of Directors  
Murphys Sanitary District 
Murphys, California 
 
We have audited, in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States, the financial statements of the Murphys Sanitary District (District), as of and for the 
year June 30, 2022, and the related notes to the financial statements, which collectively comprise the District’s basic 
financial statements, and have issued our report thereon dated October 14, 2022. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Murphys Sanitary District's 
internal control over financial reporting (internal control) as a basis for designing audit procedures that are appropriate 
in the circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose 
expressing an opinion on the effectiveness of the District’s internal control.  Accordingly, we do not express an 
opinion on the effectiveness of the District’s internal control.  
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will 
not be prevented, or detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to 
merit attention by those charged with governance. 
 
Our consideration of internal control over was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies.  Given these limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses.  However, material weaknesses may exist that have not been identified.   
 
Report on Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Murphys Sanitary District's financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the financial 
statements.  However, providing an opinion on compliance with those provisions was not an objective of our audit, 
and accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of noncompliance 
or other matters that are required to be reported under Government Auditing Standards. 
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Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards 
in considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any 
other purpose. 
 
 
 
 
 
 
October 14, 2022 
 


