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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Directors 
Sunset Beach Sanitary District 
Sunset Beach, California 
 
 
Report on the Audit of the Financial Statements 

Opinions 

We have audited the accompanying financial statements of the governmental activities and the general 
fund of the Sunset Beach Sanitary District (the District), as of and for the year ended June 30, 2023, 
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 
respective financial position of the governmental activities and the general fund of the District as of 
June 30, 2023, and the respective changes in financial position for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (GAAS) 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 Auditors’ 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. 
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Auditors’ 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 auditors’ 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 GAAS 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. 

In performing an audit in accordance with GAAS 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. 
 
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 opinions on the basic financial statements are not affected by this missing 
information. Accounting principles generally accepted in the United States of America require that the 
budgetary comparison schedule - budgetary basis on page 16 be presented to supplement the basic 
financial statements.  
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Such information is the responsibility of management and, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board, who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United 
States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 
 
Supplementary Information 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the District’s basic financial statements. The schedule of expenses and revenues 
by function is presented for purposes of additional analysis and is not a required part of the basic 
financial statements. Such information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the basic financial 
statements. The information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in 
accordance with GAAS. In our opinion, the schedule of expenses by function is fairly stated, in all 
material respects, in relation to the basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated March 28, 
2024, on our consideration of the 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 solely 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 
effectiveness of the District’s 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 
District’s internal control over financial reporting and compliance. 
 
 

 
 
CliftonLarsonAllen LLP 

Irvine, California 
March 28, 2024 
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General Statement of

Fund Adjustments Net Position
ASSETS

CURRENT ASSETS
Cash and Investments 2,644,244$       -$                     2,644,244$       
Property Taxes Receivable 40,343              -                       40,343              
Interest Receivable 21,244              -                       21,244              
Prepaid Items 27,083              -                       27,083              

Total Current Assets 2,732,914         -                       2,732,914         

CAPITAL ASSETS
Sewer Transmission and Treatment Capacity Rights -                       1,754,389         1,754,389         
Construction in Progress -                       550,124            550,124            
Property, Plant, and Equipment, Net of $2,090,737
  Accumulated Depreciation -                       2,620,104         2,620,104         

Total Capital Assets -                       4,924,617         4,924,617         

Total Assets 2,732,914$       4,924,617$       7,657,531         

LIABILITIES AND FUND BALANCE/NET POSITION

CURRENT LIABILITIES
Accounts Payable 281,226$          -$                     281,226            
Wages Payable 4,221                -                       4,221                
Lease Payable -                       13,779              13,779              

Total Current Liabilities 285,447            13,779              299,226            

FUND BALANCE
Nonspendable:

Prepaid Items 27,083              (27,083)            
Committed:
  Emergency Reserve 453,380            (453,380)          
  Capital Improvements - Broadway Siphon 1,809,700         (1,809,700)       
Unassigned 157,304            (157,304)          

Total Fund Balance 2,447,467         (2,447,467)       

NET POSITION
Net Investment in Capital Assets 4,910,838         4,910,838         
Unrestricted 2,447,467         2,447,467         

Total Net Position 7,358,305         7,358,305$       

Total Fund Balance and Net Position 2,732,914$       4,924,617$       
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General Statement of

Fund Adjustments Activities
EXPENDITURES/EXPENSES

Sanitation Services:
Salaries and Employee Benefits 209,703$          -$                     209,703$          
Equipment and Facilities, Maintenance, and Repair 287,798            (157,369)          130,429            
Insurance 14,429              -                       14,429              
Memberships 10,209              -                       10,209              
Office Expense 1,195                -                       1,195                
Professional and Specialized Services 124,358            -                       124,358            
Publication of Legal Notice 745                   -                       745                   
Refuse Disposal 284,497            -                       284,497            
Facilities 979                   -                       979                   
Capital Outlay 434,188            (409,661)          24,527              
Telephone 3,099                -                       3,099                
Transportation and Travel 5,224                -                       5,224                
Utilities 246,418            -                       246,418            
Debt Service 12,922              (12,922)            -                       
Depreciation -                       191,205            191,205            

Total Expenditures/Expenses 1,635,764         (388,747)          1,247,017         

PROGRAM REVENUES
Sanitation Service Fees 519,097            -                       519,097            

Net Program Revenue (Expenses) (1,116,667)       388,747            (727,920)          

GENERAL REVENUES
Property Taxes 1,067,670         -                       1,067,670         
Penalties and Costs 125                   -                       125                   
Sanitation Permits 9,000                -                       9,000                
Interest Earned 55,844 -                       55,844              
Other 25,865              -                       25,865              

Total General Revenues 1,158,504         -                       1,158,504         

CHANGE IN FUND BALANCE 41,837              

Fund Balance - June 30, 2022 2,405,630         

FUND BALANCE - JUNE 30, 2023 2,447,467$       

CHANGE IN NET POSITION 388,747$          430,584            

Net Position - June 30, 2022 6,927,721         

NET POSITION - JUNE 30, 2023 7,358,305$       
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Description of Reporting Entity 

The Sunset Beach Sanitary District (the District) was organized in 1930 to operate a sewer 
system and other sanitary purposes serving the residents of Sunset Beach within the city of 
Huntington Beach, Surfside Colony within the city of Seal Beach, and certain lots within the 
city of Huntington Beach. At June 30, 2023, the District served 999 residential sewage units, 
326 commercial sewage units, 12 sewer cleaning units (restaurants), and 1,010 trash units. 
 
Financial Statement Presentation 

Local government entities are required to report information on a government-wide basis 
and on a fund basis (with emphasis placed on major funds of the entity). The government-
wide financial statements (i.e., statement of net position and the statement of activities) 
report information on all of the activities of the primary government and its component units. 
The governmental fund financial statements (i.e., balance sheet and the statement of 
revenues, expenditures, and changes in fund balance) report information on individual funds 
of the government. A fund is considered to be a separate accounting entity with a self-
balancing set of accounts. 
 
Since the District is engaged in a single governmental activity and has no component units 
or fiduciary activities, the government-wide and governmental fund financial statements 
have been combined with a reconciliation of the individual line items in a separate column 
titled “Adjustments” on the financial statements, which accounts for the differences in 
measurement focus and basis of accounting of these financial statements. The amounts 
reported in the “Adjustments” column pertain to the balances and activity of the District’s 
long-term assets and liabilities. The government-wide financial statements are reported in 
the “Statement of Net Position” and “Statement of Activities” columns. The governmental 
fund financial statements are reported in the “General Fund” column. 
 
Measurement Focus 

Measurement focus is a term used to describe which transactions are recorded within the 
various financial statements. Basis of accounting refers to when transactions are recorded 
regardless of the measurement focus applied. 
 
On the government-wide statement of net position and the statement of activities, activities 
are presented using the economic resources measurement focus. Under the economic 
resources measurement focus, all (both current and long-term) economic resources and 
obligations of the government are reported. 
 
In the governmental fund financial statements, all funds are accounted for on the current 
financial resources measurement focus. This means that only current assets and current 
liabilities are generally included on their balance sheets. Their reported fund balances (net 
current assets) are considered a measure of available spendable resources. Governmental 
fund operating statements present increases (revenues and other financing sources) and 
decreases (expenditures and other financing uses) in fund balance. Accordingly, they are 
said to present a summary of sources and uses of available spendable resources during a 
period.   
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Measurement Focus (Continued) 

Because of their spending measurement focus, expenditure recognition for governmental 
fund types excludes amounts represented by noncurrent liabilities. Since they do not affect 
net current assets, such long-term amounts are not recognized as governmental fund type 
expenditures or fund liabilities. Amounts expended to acquire capital assets are recorded as 
expenditures in the year that the resources were expended, rather than as fund assets. The 
proceeds of long-term debt are recorded as other financing sources rather than as a fund 
liability. Amounts paid to reduce long-term indebtedness are reported as fund expenditures. 
 
Basis of Accounting 

In the government-wide statement of net position and statement of activities, governmental 
activities are presented using the accrual basis of accounting. Under the accrual basis of 
accounting, revenues are recognized when earned and expenses are recorded when the 
liability is incurred or the economic asset is used, regardless of the timing of related cash 
flows. Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange 
and exchange-like transactions are recognized when the exchange takes place. 
 
In the governmental fund financial statements, funds are presented using the modified 
accrual basis of accounting. Revenues are recognized when they become measurable and 
available. Measurable means that the amounts can be estimated or otherwise determined. 
Available means that the amounts were collected during the reporting period or soon 
enough thereafter to be available to finance the expenditures accrued for the reporting 
period. Revenue recognition is subject to the measurable and availability criteria for the 
governmental funds in the fund financial statements. The District considers fees for 
sanitation services, property taxes, and investment income to be available if collected within 
60 days of the end of the current fiscal period.  
 
Fees for sanitation services, property taxes, and investment income associated with the 
current fiscal period are all considered to be susceptible to accrual and have been 
recognized as revenues of the current fiscal period to the extent normally collected within 
the availability period. Other revenue items are considered to be measurable and available 
when cash is received by the government. 
 
Investments 

Investments are reported at fair value, which represents the price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Capital Assets 

The capital assets of the District are composed of capacity rights purchased by the District in 
sewage treatment and transmission facilities owned by others, as well as capital assets 
owned by the District. Capacity rights are carried at cost with no provision for amortization. 
 
Other capital assets owned by the District, which include sewer improvements, pump 
stations, and equipment, are carried at cost, net of accumulated depreciation. Capital assets 
are depreciated using the straight-line method, and the estimated useful lives of the related 
assets used for depreciation are as follows: 
 

Sewer Improvements and Pump Stations 10 to 30 Years 
Equipment 7 to 10 Years 

 
The District’s policy is to capitalize assets purchased with an economic useful life of more 
than one year and a cost of more than $1,000. 
 
Sanitation and Sewerage Services Revenue 

Sanitation services revenue results from residential and business refuse disposal secured 
assessments, which are collected from the District’s property owners by additions to the 
annual property tax statements. 
 
Property Taxes 

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied 
on July 1 and are payable in two installments on November 1 and February 1 and become 
delinquent on December 11 and April 11. The County of Orange (the County) bills and 
collects the property taxes and remits them to the District in installments during the year. 
District property tax revenues are recognized when levied to the extent that they result in 
current receivables. 
 
Net Position 

In the statement of net position, net position is classified in the following categories: 
 

Net Investment in Capital Assets – This category groups all capital assets, including 
infrastructure, into one component of net position. Accumulated depreciation on these 
assets and related long-term debt used to acquire the assets reduce this category. 
 
Unrestricted Net Position – This category represents the net position of the District that 
is not restricted for any project or other purpose. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Net Position Flow Assumption  

Sometimes the District will fund outlays for a particular purpose from both restricted (e.g., 
restricted bond or grant proceeds) and unrestricted resources. In order to calculate the 
amounts to report as restricted - net position and unrestricted - net position in the 
government-wide financial statements, a flow assumption must be made about the order in 
which the resources are considered to be applied. 
 
It is the District’s practice to consider restricted - net position to have been depleted before 
unrestricted - net position is applied. 
 
Fund Balance 

The fund balance reported in the governmental fund balance sheet is classified in the 
following categories: 
 

Nonspendable Fund Balance – This classification includes amounts that cannot be spent 
because it is either not spendable in form or legally or contractually required to be 
maintained intact. 

 
Committed Fund Balance – This classification includes amounts that can be used only 
for the specific purposes determined by a formal action of the government’s highest level 
of decision-making authority, the board of directors. These commitments may be 
changed or lifted but only by the same formal action, a resolution, that was used to 
impose the constraint originally. 

 
Unassigned Fund Balance – This classification includes the residual balance for the 
government’s general fund and includes all spendable amounts not contained in other 
classifications. 

 
When an expenditure is incurred for purposes for which both restricted and unrestricted fund 
balances are available, the District’s policy is to apply the restricted fund balance first. 
 
When an expenditure is incurred for purposes for which committed, assigned, or unassigned 
fund balances are available, the District’s policy is to apply the committed fund balance first, 
then the assigned fund balance, and finally the unassigned fund balance. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Leased Property 

Lessee 

The District is a lessee for noncancellable lease of property. The District recognizes a lease 
liability and an intangible right-to-use lease asset (lease asset) in the applicable 
governmental activities in the government-wide financial statements. The District recognizes 
lease liabilities with an initial individual value of $1,000 or more. At the commencement of a 
lease, the District initially measures the lease liability at the present value of payments 
expected to be made during the lease term. Subsequently, the lease liability is reduced by 
the principal portion of lease payments made. The lease asset is initially measured as the 
initial amount of the lease liability, adjusted for lease payments made at or before the lease 
commencement date, plus certain initial direct costs. Subsequently, the lease asset is 
amortized on a straight-line basis over its useful life. 
 
Budget 

The board of directors adopts an annual budget that begins on July 1. Annual appropriations 
are approved by the board of directors prior to the beginning of each year. All appropriations 
lapse at year-end. The board of directors has the legal authority to amend the budget at any 
time during the fiscal year. The level of budgetary control (that is, the level at which 
expenditures cannot legally exceed the appropriated amount) is established at the 
expenditure line-item level.  
 
Estimates 

The preparation of basic financial statements in accordance 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 disclosures of 
contingent assets and liabilities at the date of the basic financial statements, as well as the 
reported amounts of revenues and expenditures/expenses during the reporting period. 
Accordingly, actual results could differ from those estimates. 
 
 

NOTE 2 CASH AND INVESTMENTS 

Cash and Investments 

Cash and investments of $2,644,244 consist of $271,231 in federally insured demand 
accounts, $454,246 invested in California Local Agency Investment Fund (LAIF), and 
$1,918,767 maintained by the County as part of the County’s pooled cash and investments.  
 
Investments Authorized by the California Government Code 

The table below identifies the investment types that are authorized by the District’s 
investment policy. The table also identifies certain provisions of the California Government 
Code that address interest rate risk, credit risk, and concentration of credit risk. 
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NOTE 2 CASH AND INVESTMENTS (CONTINUED) 

Investments Authorized by the California Government Code (Continued) 
Maximum Maximum

Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio in One Issuer

Local Agency Investment Fund N/A None None
Orange County Pooled Investment Fund N/A None None

N/A - Not Applicable

 
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. One of the ways that the 
District manages its exposure to interest rate risk is by investing in the Orange County 
Pooled Investment Fund (OCPIF) and LAIF. Funds invested in the OCPIF and LAIF are 
highly liquid, as deposits and withdrawals can be made at any time without penalty.  
 
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. The District’s investments in the OCPIF and LAIF 
are not rated. 
 
Concentration of Credit Risk 

The District has no limitations on the amount that can be invested in any one issuer beyond 
that stipulated by the California Government Code. 
 
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 custodial 
credit risk for investments is the risk that, in the event of the failure of the counterparty (e.g., 
broker-dealer), the District 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 deposits or investments, 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. Any deposits in 
excess of depository insurance limits at the end of the year are collateralized by securities 
held at the depository financial institution’s trust department. As of June 30, 2023, The 
District has $34,113 of deposits with financial institutions over the amount covered by FDIC 
insurance that is not collateralized according to California law. 
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NOTE 2 CASH AND INVESTMENTS (CONTINUED) 

Investment in Orange County Pooled Investment Fund (OCPIF) 

The District is a voluntary participant in the (OCPIF) which is a pooled investment fund 
program governed by the Orange County Board of Supervisors and is administered by the 
Orange County Treasurer and Tax Collector. Investments in OCPIF are highly liquid, as 
deposits and withdrawal can be made at any time without penalty. The District’s fair value of 
its share in the pool is the same value of the pool shares. Information on OCPIF’s use of 
derivative securities in its investment portfolio are in the County financial statements at 
www.octreasurer.com. 
 
Investment in Local Agency Investment Fund 

The District is a voluntary participant in the LAIF that is regulated by California Government 
Code Section 16429 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. 
 
Fair Value Measurements 

The District categorizes its fair value measurement within the fair value hierarchy 
established by accounting principles generally accepted in the United States of America. 
The hierarchy is based on the valuation inputs used to measure the fair value of the assets. 
Level 1 inputs are quoted prices in active markets for identical assets, Level 2 inputs are 
quoted prices in active markets for similar assets, and Level 3 inputs are significant 
unobservable inputs. 
 
The District’s investments consist of OCPIF and LAIF, which are investments not subject to 
the fair value hierarchy disclosure. 
 
 

NOTE 3 SEWER TRANSMISSION AND TREATMENT CAPACITY RIGHTS 

The District purchased capacity rights in facilities for transmission and treatment of District 
wastewater and sewage from the city of Huntington Beach. The city of Huntington Beach 
has contracted with Sanitation District No. 11 of the County of Orange to provide treatment 
and disposal facilities for the processing of wastewater and sewage from the District’s area. 
 
The District owns certain transmission lines and pumps that are in use but are fully 
depreciated since they were acquired prior to 1940. No cost or book values for these assets 
are shown in the accompanying financial statements. 
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NOTE 4 CAPITAL ASSETS  

Capital asset activity for the year ended June 30, 2023 was as follows: 
 

Balance at Balance at

June 30, 2022 Additions Deletions June 30, 2023

Capital Assets, Not Being Depreciated:

Capacity Rights 1,754,389$          -$                        -$                        1,754,389$          

Construction in Progress 132,456               417,668               550,124               

Total Capital Assets, Not Being Depreciated 1,886,845            417,668               -                          2,304,513            

Capital Assets, Being Depreciated:

Sewer Improvements and Pump Stations 4,111,295            149,362               -                          4,260,657            

Equipment 411,324               -                          -                          411,324               

Right to Use Assets 38,860                 -                          -                          38,860                 

Total Capital Assets, Being Depreciated 4,561,479            149,362               -                          4,710,841            

Less Accumulated Depreciation for:

Sewer Improvements and Pump Stations (1,518,158)          (157,570)             -                          (1,675,728)          

Equipment (368,421)             (20,682)               -                          (389,103)             

Right to Use Assets (12,953)               (12,953)               -                          (25,906)               

Total Accumulated Depreciation (1,899,532)          (191,205)             -                          (2,090,737)          

Total Capital Assets Being Depreciated, Net 2,661,947            (41,843)               -                          2,620,104            

Capital Assets, Net 4,548,792$          375,825$             -$                        4,924,617$          
 

 
 

NOTE 5 LEASES 

The District leases a storage facility under a  long-term, noncancelable lease agreement. 
The lease expires in 2024 and does not have a renewal option.  
 
Total principal and interest payments are as follows: 
 

Year Ending June 30, Principal Interest Total
2024 13,779$           117$                13,896$           
Total 13,779$           117$                13,896$           

 
 
 

NOTE 6 JOINT POWERS AUTHORITY 

The District is a member of the Special District Risk Management Authority (Authority). 
 
Description of Special District Risk Management Authority 

The Authority is an intergovernmental risk-sharing joint powers authority created under the 
provisions of California Government Code Sections 6500 et seq. The purpose of the 
Authority is to arrange and administer programs of insurance for the pooling of self-insured 
losses and to purchase excess insurance coverage. 



SUNSET BEACH SANITARY DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS  

JUNE 30, 2023 
 
 
 

(14) 

 
NOTE 6 JOINT POWERS AUTHORITY (CONTINUED) 

Self-Insurance Programs of the Authority 

At June 30, 2023, the District participated in the self-insurance programs of the Authority as 
follows: 
 

Property – Insured up to replacement cost for scheduled property; $1,000,000,000 per 
occurrence, subject to a $1,000 deductible. 

 
Mobile Equipment – Insured up to replacement cost for scheduled property; 
$1,000,000,000 per occurrence, subject to a $1,000 deductible. 

 
Boiler and Machinery Coverage – Insured up to replacement cost for scheduled 
property; $100,000,000 per occurrence, subject to a $1,000 deductible. 

 
Pollution Coverage – Insured up to replacement cost for scheduled property; $2,000,000 
per occurrence, subject to a $1,000 deductible. 

 
Cyber Coverage – Insured up to $2,000,000 per occurrence, subject to a $25,000 
deductible per occurrence. 

 
General and Auto Liability – Insured up to $5,000,000 per occurrence, subject to a $500 
deductible for general liability claims and $1,000 deductible for auto liability claims. 

 
Public Officials’ and Employees’ Errors and Omissions and Employment Practices 
Liability – Insured up to $5,000,000 per wrongful act with an annual member aggregate. 
The District is responsible for 50% of the amount in excess of $10,000 and less than 
$50,000. However, if certain criteria is met, this obligation will be waived. 

 
Public Officials’ Personal Liability – Insured up to $500,000 per occurrence with an 
annual aggregate per board member, subject to a $1,000 deductible. 

 
Employee Dishonesty Coverage – Insured up to $1,000,000 per occurrence. Includes 
public employee dishonesty, forgery, or alteration and theft, and disappearance and 
destruction coverages. 

 
Workers’ Compensation Coverage and Employer’s Liability Coverage – Insured up to 
California statutory limits for all work-related injuries/illnesses covered by California law 
and up to $5,000,000 for employer’s liability coverage, subject to terms, conditions, and 
exclusions as provided in the Memorandum of Coverage. 

 
During the past three years, the above programs have had no settlements that exceed 
insurance coverage and there have been no significant reductions in insurance coverage. 
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Variance with
Final Budget

Budgeted Amounts Positive
Original Final Actual (Negative)

REVENUES
Sanitation Service Fees 495,000$            495,000$            519,097$            24,097$              
Property Taxes 997,200              997,200 1,067,670           70,470                
Penalties and Costs -                          -                          125                     125                     
Sanitation Permits 10,000                10,000                9,000                  (1,000)                 
Interest Earned 3,000                  3,000 55,844                52,844                
Other 5,000                  5,000                  25,865                20,865                

Total Revenues 1,510,200           1,510,200           1,677,601           167,401              

EXPENDITURES
Sanitation Services:

Salaries and Employee Benefits 221,300              221,300              209,703              11,597                
Equipment and Facilities, Maintenance,
  and Repair 309,000              309,000              287,798              21,202                
Insurance 17,500                17,500                14,429                3,071                  
Miscellaneous 12,200                12,200                10,209                1,991                  
Office Expense 1,421                  1,421                  1,195                  226                     
Professional and Specialized Services 99,000                99,000                124,358              (25,358)               
Publication of Legal Notice 4,000                  4,000                  745                     3,255                  
Refuse Disposal 290,000              290,000              284,497              5,503                  
Facilities 15,000                15,000                979                     14,021                
Telephone 4,500                  4,500                  3,099                  1,401                  
Transportation and Travel 6,000                  6,000                  5,224                  776                     
Utilities 238,435              238,435              246,418              (7,983)                 
Debt Service -                          -                          12,922                (12,922)               
Capital Outlay 580,000              580,000              434,188              145,812              

Total Expenditures 1,798,356           1,798,356           1,635,764           162,592              

NET CHANGES IN FUND BALANCE (288,156)             (288,156)             41,837                329,993              

Fund Balance - Beginning of Year 2,405,630           2,405,630           2,405,630           -                          

FUND BALANCE - END OF YEAR 2,117,474$         2,117,474$         2,447,467$         329,993$            
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NOTE 1 GENERAL BUDGET POLICIES 

The board of directors adopts an annual budget that begins on July 1. Annual appropriations 
are approved by the board of directors prior to the beginning of each year. All appropriations 
lapse at year-end. The board of directors has the legal authority to amend the budget at any 
time during the fiscal year. 
 
 

NOTE 2 OTHER DISCLOSURES 

Actual expenditures for professional and specialized services, utilities, and debt service 
exceeded the budgeted expenditures by $25,358, $7,983 and $12,922 respectively. 
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Sewer Trash Total

EXPENSES
Salaries and Employee Benefits 178,248$          31,455$            209,703$          
Equipment and Facilities, Maintenance, and Repair 130,429            -                        130,429            
Insurance 11,543              2,886                14,429              
Memberships 8,167                2,042                10,209              
Office Expense 956                   239                   1,195                
Professional and Specialized Services 61,370              61,369              122,739            
Publication of Legal Notice 596                   149                   745                   
Refuse Disposal -                        284,497            284,497            
Facilities 879                   100                   979                   
Capital Outlay 13,073              13,073              26,146              
Telephone 2,479                620                   3,099                
Transportation and Travel 4,179                1,045                5,224                
Utilities 246,418            -                        246,418            
Depreciation 191,060            -                        191,060            

Total Expenses 849,397$          397,475$          1,246,872$       

OPERATING REVENUES
Sewer Service Fees 276,697$          -$                      276,697$          
Trash Service Fees -                        242,400            242,400            

Total Opearating Revenues 276,697$          242,400$          519,097$          

GENERAL REVENUES
Property Taxes 908,171$          159,499$          1,067,670$       
Interest 55,844              -                        55,844              
Penalties and Cost on Delinquent Tax 106                   19                     125                   
Capital Facilities Connection and Inspection Fees 9,000                -                        9,000                
Miscellaneous Revenue 45                     25,820              25,865              

Total General  Revenues 973,166$          185,338$          1,158,504$       

 



 


