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INDEPENDENT AUDITOR’S REPORT
To the Board of Directors of the
Humboldt Waste Management Authority
Eureka, California
Report on the Financial Statements
We have audited the accompanying financial statements of the Humboldt Waste Management Authority
(Authority), as of and for the year ended June 30, 2018, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents. The prior year
comparative total information has been derived from the Authority’s June 30, 2018 basic financial statements
with our report dated October 24, 2017.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Authority, as of June 30, 2018, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.
7080 Donlon Way, Suite 204, Dublin, CA 94568 ● phone (925) 556-6200 ● fax: (925) 556-6201
www.jjacpa.com
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Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3–11, Schedules of Contributions on pages 40 and Schedules of the
Authority’s Proportionate Share of the Net Pension Liability on pages 41, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Authority’s basic financial statements. The Schedule of Debt Service Coverage and the
introductory section are presented for purposes of additional analysis and are not a required part of the
basic financial statements.
The Schedule of Debt Service Coverage 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. Such 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 auditing standards generally accepted in the United States of America. In our opinion, the Schedule of
Debt Service Coverage is fairly stated, in all material respects, in relation to the basic financial statements
as a whole.
The introductory section has not been subjected to the auditing procedures applied in the audit of the basic
financial statements, and accordingly, we do not express an opinion or provide any assurance on it.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 2018
on our consideration of the Authority’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 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 Authority’s internal control over financial reporting and compliance.

JJACPA, Inc.
December 26, 2018

JJACPA, Inc.
Dublin, CA

Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis

The Management’s Discussion and Analysis section represents Humboldt Waste Management
Authority’s basic financial statements and provides management’s discussion and analysis of the
Authority’s financial performance during the fiscal year ended June 30, 2018. The management’s
discussion and analysis focus on current activities, resulting change and current known facts; therefore,
it should be read in context with the Authority’s basic financial statements (pages 14-16) and footnotes
(pages 17-37).
Financial Highlights
As of June 30, 2018, the Authority’s net position decreased $1,250,040 to $(3,502,377) from
$(2,252,337) from the prior fiscal year ended June 30, 2017. Operating revenues decreased by
$100,766; During the budget process staff initially projected 72,000 tons of solid wastes to be received
however 75,000 tons were actually received. However, an equivalent overage the previous year
resulted in similar revenue figures comparative to the current year, and therefore there were minimal
changes. Operating expenses (with depreciation included) increased by $983,520 as a result of the
significant increase in solid waste received (and subsequently disposed of at landfill) at the Transfer
Station, and unanticipated costs related to stormwater mitigation and litigation costs.
For the year ended June 30, 2018, two unforeseen events resulting in significant financial impacts to
the Authority included: 1) litigation and mitigation activities related to stormwater management at the
Hawthorne Street Transfer Station, which resulted in unbudgeted expenses related to legal and
consultant teams and day-to-day materials inventory control pollutants generated at the Transfer
Station; and 2) the review of the Cummings Road Landfill Post-Closure Maintenance estimate for the
audit resulted in a $2,540,526 increase to the Authority’s long-term liabilities related to costs
associated with leachate disposal .
Using This Report
In December 1998, the Governmental Accounting Standards Board (GASB) released statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions, which revised the reporting of
property tax revenue. In June 1999, GASB released statement No. 34, Basic Financial Statements –
and Management’s Discussion and Analysis – for State and Local Governments. Changes in statement
No. 34 require a comprehensive one-line look at the entity as a whole and capitalization of assets and
depreciation for agencies not reporting on the accrual basis of accounting. Since the Authority has
historically reported all activities in enterprise funds in a manner similar to business activities and
followed the accrual basis of accounting, the Authority merely has been required to reclassify certain
balances to utilize the new statement No. 34 terminology. There were no major reconciling items
necessary or elimination of balances due to the implementation of statement No. 34.
The annual financial statements include the Independent Auditors’ Report, this management’s discussion
and analysis, the basic financial statements, and notes to the basic financial statements.
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Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis, Continued

Financial Analysis of the Authority as a Whole
Net Position
As of June 30, 2018 and 2017
2018
Assets:
Current assets
Non-current assets
Total assets
Deferred outflows: Pension plan
Total assets and deferred outflows
Liabilities:
Current liabilities
Non-current liabilities
Total liabilities
Deferred inflows: Pension Plan
Deferred inflows: Unavailable revenue
Total liabilities and deferred inflows
Net position:
Net investment in capital assets
Restricted/Unrestricted Net Position:
Unrestricted deficit
Total net position

$

$

Increase
(Decrease)

2017

5,915,482
4,958,917
10,874,399
512,925
11,387,324

$

5,132,845
5,246,710
10,379,555
435,580
10,815,135

$

Percent
Change

782,637
(287,793)
494,844
77,345
572,189

15.2%
(5.5)%
4.8%
17.8%
22.5%

1,775,257
12,985,421
14,760,678
82,024
46,999
14,889,701

1,797,254
11,121,202
12,918,456
109,711
39,305
13,067,472

(21,997)
1,864,219
1,842,222
(27,687)
7,694
1,822,229

(1.2)%
16.8%
14.3%
0.0%
19.6%
13.9%

1,667,743

1,084,902

582,841

53.7%

(5,170,120)
(3,502,377)

$

(3,337,239)
(2,252,337)

$

(1,832,881)
(1,250,040)

42.0%
52.8%

This schedule represents the Authority’s Statement of Net Position (page 14), presented on an accrual
basis of accounting, whereby revenues are recognized when earned and expenses are recorded when
the liability is incurred, or economic asset used. Operating revenues in the Statement of Activities are
revenues generated from the primary operations of the Authority. All other revenues are reported as
non-operating revenues. Operating expenses are those essential expenses related to the primary
operations of the Authority. All other expenses are reported as non-operating expenses.
As detailed in the table above, net position at June 30, 2018, increased to $(3,574,350) from
$(2,252,337) in 2017. The increase in net position was primarily due to the reevaluation of the
Post-Closure Maintenance estimate for the Cummings Road Landfill, specifically, increased costs
for leachate collection and off-site disposal. These costs fluctuate based on market factors like the
current per-gallon cost for diesel fuel. Since the landfill has just entered its post-closure
maintenance lifespan (28 of the 30 required years remain as part of the Authority’s long-term
liability for post-closure maintenance and monitoring), these market fluctuations may affect closure
costs projection estimates over the remaining life of the landfill post-closure period. Future
reevaluations will either increase or decrease the total post-closure liability to the Authority. Staff
will continue to work on management and maintenance methods to better mitigate some of these
larger market fluctuations throughout the life of the landfill.
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Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis, Continued

Financial Analysis of the Authority as a Whole, Continued
Operating results are summarized as follows:
Operating Results
For the years ended June 30, 2018 and 2017
2018

2017

$ 11,219,209
10,062,825

$ 11,319,975
9,079,305

1,156,384

Non-operating revenues
Non-operating expenses
Special item: Landfill closure revaluation
Change in net position
Net position:
Beginning of year, as originally reported
Prior period adjustments
Beginning of year, as adjusted
End of year

Operating revenues
Operating expenses
Operating income (loss)

Increase
(Decrease)
$

Percent
Change

(100,766)
983,520

(0.9)%
10.8%

2,240,670

(1,084,286)

(48.4)%

217,260
(83,158)
(2,540,526)
(1,250,040)

206,035
(181,052)
253,581
2,519,234

11,225
97,894
(2,794,107)
(3,769,274)

5.4%
(54.1)%
100.0%
(149.6)%

(2,252,337)
(2,252,337)
$ (3,502,377)

(4,771,571)
(4,771,571)
$ (2,252,337)

2,519,234
2,519,234
$ (1,250,040)

(52.8)%
0.0%
(52.8)%
(202.4)%

The Statement of Net Position shows the change in financial position of net position, with operating
results reflected in the Statement of Revenues, Expenses, and Changes in Net Position. This statement
provides information pertaining to the change in financial position of net position.
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Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis, Continued

Financial Analysis of the Authority as a Whole, Continued
The following is a graphic illustration of revenues by source:
Revenues by Source
Both Operating & Non-Operating

Fiscal Year 2017-18
Rent income
Interest (net), 157,171
and
, 1%
investme
nt
income,
221 , 0%

Other operating
revenues,
2,145,322 ,
19%

Fees and
charges,
1,619,185 ,
14%

Grant revenue
(expense),
59,868 , 1%

Tipping fees
(net),
$7,473,279 ,
65%

Green waste
revenues,
(18,577), 0%

Fiscal Year 2016-17

Other operating
revenues,
1,583,846 , 14%

Interest and
investment
income, 54,982
, 0%

Rent income
(net), 115,741 ,
1%

Grant revenue
(expense),
70,506 , 1%

Fees and
charges,
1,258,434 , 12%

Tipping fees
(net),
$7,346,326 ,
68%

Green waste
revenues,
422,318 , 4%
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Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis, Continued

Financial Analysis of the Authority as a Whole, Continued
FY 2017-2018

Increase
(Decrease)

FY 2016-2017

$

7,473,279
(18,577)
1,619,185
2,145,322
221
157,171
59,868

64.9%
-0.2%
14.0%
18.6%
0.0%
1.4%
0.5%

Tipping fees (net)
Green waste revenues
Fees and charges
Other operating revenues
Interest and investment income
Rent income (net)
Grant revenue

$

7,520,385
474,360
1,310,549
2,014,681
155
120,799
85,081

65.3%
4.1%
11.4%
17.5%
0.0%
1.0%
0.7%

$

47,106
492,937
(308,636)
(130,641)
(66)
(36,372)
25,213

$

11,436,469

99.0%

Totals

$

11,526,010

100.0%

$

89,541

Overall, Waste Management Fees (aka “Tipping Fees”) increased due to improved participation by the
Authority’s Satellite Facilities, resulting in a 5,000-ton increase over the budget estimated 70,000 tons
received in for the year ended June 30, 2018. The increase in Fees and Charges is due to improved
recordkeeping for portions of the Tipping Fee related to internal program usage, administrative costs,
and additional charges for Landfill and Recycling costs above those captured by Countywide Program
Fees. Revenues associated with reimbursement for California Redemption Value (CRV) related
recycling materials (a significant portion of the “other operating revenues” category) continue to
increase year-over-year as recycling activity increases and available redemption centers dwindle.
Minor changes to green-waste, other revenues, and rental income are the result of cost of living
adjustments, CPI increases, and minor fluctuations in customer activity in those revenue streams.
Additionally, green waste activity has been condensed into a materials management program under the
Operations Division, and now is recorded as greenwaste tipping revenue combined with transportation
and disposal expenses, resulting in the large change between Fiscal Year 2017-2018 and the prior year’s
audited figures. Share-of-cost agreements for various improvements to the rented property at 949 W.
Hawthorne Street account for the slight increase in rent income in the current year.
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Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis, Continued

Financial Analysis of the Authority as a Whole, Continued
Operating expenses increased overall by $983,520 as detailed below:
Operating Expenses
For the years ended June 30, 2018 and 2017
2018
Operating expenses:
Operations and maintenance
Administrative services
Professional services
Depreciation and amortization expense
Cummings Road Landfill closure costs
Other expenses
Total

$

2017

Increase
(Decrease)

6,840,082
1,811,012
185,427
430,447
110,655
685,202

$

6,568,524
1,407,271
73,916
452,640
2,582
574,372

$

271,558
403,741
111,511
(22,193)
108,073
110,830

$ 10,062,825

$

9,079,305

$

983,520

Percent
Change
4.1%
28.7%
150.9%
(4.9)%
4185.6%
19.3%
10.8%

Total expenses increased compared to prior period adjustments; related to unbudgeted costs for
stormwater mitigation activities and litigation, increases in processing costs for recyclable and green
materials, and overall increased tonnage of materials received all contributed to slight increase cost for
transportation and disposal to the Authority. Higher solid waste tonnage, resulting in higher operating
expenses, and increased CRV payouts have offset this reduction in total expenses.
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Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis, Continued

Financial Analysis of the Authority as a Whole, Continued
The following is a graphic illustration of operating expenses:
Cummings Road
Landfill closure
Depreciation and costs, $110,655
, 1%
amortization ,

Other expenses,
$685,202 , 7%

$430,447 , 4%

Operating Expenses
Fiscal Year 2017-18
Professional
services,
$185,427 , 2%

Operations and
maintenance,
$6,840,082 ,
68%

Admistrative
services,
$1,811,012 ,
18%

Net position decreased by $1,250,040 as detailed below:
Analysis of Net Position
As of June 30, 2018 and 2017

2018
Net position:
Net investment in capital assets
Restricted for debt service
Unrestricted (deficit)
Total

Increase
(Decrease)

2017

Percent
Change

$

1,667,743
(5,170,120)

$

1,084,902
(3,337,239)

$

582,841
(1,832,881)

53.7%
0.0%
54.9%

$

(3,502,377)

$

(2,252,337)

$

(1,250,040)

55.5%

The change in Net Position is the result of the Post-Closure Maintenance cost update estimate at the Cummings
Road Landfill resulted in an increased liability of approximately $2.5 million over 28 years to the landfill
activities. Continued efforts by Authority staff to maintain a tight budget and keep day-to-day operations
running efficiently, and the increased tonnage over initial budget estimates, has offset a portion of this decrease
in net position.
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Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis, Continued

Financial Analysis of the Authority as a Whole, Continued
The following is a graphic illustration of net position:

Net Position
Fiscal Year 2017-18
Net investment
in capital assets,
1,667,743

Unrestricted
(deficit),
(5,170,120)

Cash Flows
Net cash increased by $721,747, due to significant increases in solid waste disposal revenues, offset by
long-term debt payments and asset acquisition, which serve to increase the Authority’s long-term
financial strength. Despite unforeseen costs associated with stormwater management, this cash flow
allows the Authority to maintain fully funded reserves and better position itself to reduce the impact of
cost increases which may unduly affect solid waste tipping fees in future budget cycles.
Long-term Debt
The Authority’s long-term debt decreased by a net amount of $870,634. This amount relates to
semiannual payments on the Authority’s 2016 Chase Loan, which refinanced the Authority’s longterm debt instruments into one smaller payment plan. The debt is scheduled to mature on November 1,
2021.
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Humboldt Waste Management Authority
Basic Financial Statements
For the year ended June 30, 2018
Management’s Discussion and Analysis, Continued

Economic Factors and Potential Future Results
The Authority’s projected solid waste tonnage is expected to remain at approximately 70,000 tons
annually. The Authority has been working with local franchise haulers for its Member Agencies and
has improved solid waste tonnage reporting and tracking, resulting in more stable projections and
revenue streams year-to-year.
The Authority did experience a period of uncertainty regarding the reliability of the Authority’s longterm contractor to transport and dispose solid waste and their request for early termination of the
service agreement due the contractor’s on-going financial uncertainties. The Authority agreed to early
termination, and took necessary actions to procure a new contractor for the transportation and disposal
of solid waste. This new agreement will provide increased stability in estimated contract costs for
transportation and disposal. Staff expects the Authority to enter a period of stability as it engages in
master planning for future growth.
The Authority Board of Directors and staff are committed to implementing diversion policies and
programs with the eventual goal of having those policies and programs be self-funded, and therefore
have little to no impact on Waste Management Fees.
Contacting the Authority
This financial report is designed to provide our customers and creditors a general overview of the
Authority’s finances and to demonstrate the Authority’s accountability for the money it receives and to
which it is allocated through funding from grants and pass-through fees. If you have questions about
this report, contact:
Humboldt Waste Management Authority
1059 West Hawthorne
Eureka, CA 94019
Phone (707) 268.8680
Jill Duffy, Executive Director
Tyler Egerer, Director of Finance and Administrative Services
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Humboldt Waste Management Authority
Statements of Net Position
June 30, 2018
(with comparative totals for June 30, 2017)

2018
ASSETS AND DEFERRED OUTFLOWS
Current assets:
Cash and investments
Accounts receivable:
Customer (net of $55,000 allowance)
Deposits
Prepaid expenses
Total current assets
Noncurrent assets:
Capital assets:
Property, plant and equipment, net
Waste Authority permit
Total noncurrent assets
Total assets
Deferred outflows: Pension plan
Total assets and deferred outflows

$

$

4,782,926

$

4,061,179

178,465
5,132,845

4,737,746
221,171
4,958,917
10,874,399
512,925
11,387,324

5,025,539
221,171
5,246,710
10,379,555
435,580
10,815,135

1,667,743
(5,170,120)
(3,502,377)
11,387,324

The accompanying notes are an integral part of these basic financial statements.
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$

897,570
19,500
215,486
5,915,482

LIABILITIES, DEFERRED INFLOWS AND NET POSITION(DEFICIT)
Current liabilities:
Accounts payable and accrued liabilities
$
764,219
Accrued payroll
203,985
Customer deposits
2,350
Due within one year
804,703
Total current liabilities
1,775,257
Noncurrent liabilities:
Due after one year
2,486,471
Net pension obligation
604,579
Estimated closure and post-closure care costs
9,894,371
Total noncurrent liabilities
12,985,421
Total liabilities
14,760,678
Deferred inflows: Pension plan
82,024
Deferred inflows: Unavailable revenue
46,999
Total liabilities and deferred inflows
14,889,701
NET POSITION (DEFICIT)
Net investment in capital assets
Restricted for debt service
Unrestricted (deficit)
Total Net Position
Total liabilities, deferred inflows and net position

2017

873,701
19,500

$

$

790,871
133,399
2,350
870,634
1,797,254
3,291,174
476,183
7,353,845
11,121,202
12,918,456
109,711
39,305
13,067,472

$

1,084,902
(3,337,239)
(2,252,337)
10,815,135

Humboldt Waste Management Authority
Statements of Revenues, Expenses, and Changes in Net Position
For the year ended June 30, 2018
(with comparative totals for the year ended June 30, 2017)

2018
OPERATING REVENUES:
Gross waste management fees
Less: Pass-through fees
Net waste management fees
Green waste
Other fees and charges
Other operating revenues

$

Total operating revenues
OPERATING EXPENSES:
Operations and maintenance
Administrative and general
Professional services
Depreciation and amortization
Cummings Road Landfill Construction closure costs
Burn Dump cleanup costs
Other expenses
Total operating expenses
Operating income (loss)
NONOPERATING REVENUES (EXPENSES):
Interest income
Investment earnings
Rent income, net
Grant revenue
Grant expense
Interest expense
Total nonoperating revenues (expenses)

8,210,407
737,128
7,473,279
(18,577)
1,619,185
2,145,322

2017
$

8,256,109
735,724
7,520,385
474,360
1,310,549
2,014,681

11,219,209

11,319,975

6,840,082
1,811,012
185,427
430,447
110,655
685,202
10,062,825
1,156,384

6,568,524
1,407,271
73,916
452,640
2,582
574,372
9,079,305
2,240,670

120
101
157,171
59,868
(16,019)
(67,139)
134,102

120
35
120,799
85,081
(96,609)
(84,443)
24,983

Income (loss) before special items

1,290,486

2,265,653

Special item: Landfill closure revaluation
Change in Net Position

(2,540,526)
(1,250,040)

253,581
2,519,234

NET DEFICIT:
Beginning of year
End of year

$

(2,252,337)
(3,502,377)

The accompanying notes are an integral part of these basic financial statements.

15

$

(4,771,571)
(2,252,337)

Humboldt Waste Management Authority
Statements of Cash Flows
For the year ended June 30, 2018
(with comparative amounts for the year ended June 30, 2017)

2018
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers
Receipts from grantors
Payments to suppliers
Payments to employees
Net cash provided (used) by operating activities

$

11,175,840
(7,482,876)
(2,142,589)
1,550,375

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Closure and postclosure payments
Rent received
Principal payments on long-term debt
Interest payments on long-term debt
Acquisition of capital assets
Net cash provided (used) by capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments
Interest received on cash and investments
Net cash provided (used) by investing activities
Net increase (decrease) in cash and cash equivalents
CASH:
Beginning of year
End of year
Reconciliation of operating income (loss) to net
cash provided (used) by operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation and amortization expense
Change in assets and liabilities:
Accounts receivable
Grants receivable
Deposits
Prepaid expenses
Materials and supplies inventory
Accounts payable and accrued liabilities
Accrued payroll
Customer deposits
Net cash provided (used) by operating activities

$ 11,222,208
4,369
(6,324,136)
(2,219,522)
2,682,919

71,043
157,171
(870,634)
(67,139)
(119,290)
(828,849)

253,581
120,799
(1,102,409)
(84,443)
(1,123,841)
(1,936,313)

221
221
721,747

(576,136)
155
(575,981)
170,625

4,061,179

3,890,554

$

4,782,926

$

4,061,179

$

1,156,384

$

2,240,670

$

430,447

452,640

(23,869)
(19,500)
(37,021)
(26,652)
70,586
-

(78,267)
4,369
(19,500)
(178,465)
267,819
(6,347)
-

1,550,375

The accompanying notes are an integral part of these basic financial statements.
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Notes to Basic Financial Statements

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Humboldt Waste Management Authority (Authority) have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as
applied to governmental enterprises classified as proprietary fund types. The Governmental
Accounting Standards Board (GASB) is the standard-setting body for governmental accounting and
financial reporting. On June 15, 1987, GASB issued a codification of the existing Governmental
Accounting and Financial Reporting Standards which, along with subsequent GASB pronouncements
(Statements and Interpretations), constitutes GAAP for governmental units. The Authority applies all
GASB pronouncements to its activities. When applicable, certain prior year amounts have been
reclassified to conform to current year presentation. The following is a summary of the more
significant policies:
A.

Description of the Reporting Entity

The Humboldt Waste Management Authority (Authority) was formed on November 17 th, 1999 for the
purposes of economically coordinating the management of solid waste management services, the
preparation and implementation of an Integrated Waste Management Plan which meets the
requirements for the California Integrated Waste Management Act of 1989, and the disposal of waste
generated in the incorporated and unincorporated areas of Humboldt County and the safe closure and
long-term postclosure maintenance of the Cummings Road Landfill. The Authority received all assets,
liabilities and responsibilities from the Humboldt County Waste Management Authority, which was
dissolved November 8, 2000. The Authority is a regional agency and its members include the cities of
Arcata, Blue Lake, Eureka, Ferndale, Rio Dell and the County of Humboldt. Each member has one
representative on the Authority's Board of Directors which governs the Authority.
Oversight responsibility, the ability to conduct independent financial affairs, issue debt instruments,
approve budgets, and otherwise influence operations and account for fiscal matters is exercised by the
Authority's Board of Directors. The Authority is a separate reporting entity for financial reporting
purposes and the accompanying financial statements reflect the assets, liabilities, net position,
revenues, and expenses of the Authority only.
As defined by GASB Statements No. 14 and 39, The Financial Reporting Entity, the Authority is not
financially accountable for any other entity other than itself, nor are there any other entities for which
the nature and significance of their relationship with the Authority are such that exclusion would cause
the Authority’s financial statements to be misleading or incomplete.
In addition, based upon the above criteria, the Authority is not aware of any entity which would be
financially accountable for the Authority which would result in the Authority being considered a
component of the entity.
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B.

Fund Accounting Classification and Basis of Accounting

On the Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net
position, business-like activities are presented using the economic resources measurement focus. The
accounting objectives of this measurement focus are the determination of net income, financial
position, and cash flows. All assets and liabilities (whether current or noncurrent) associated with their
activities are reported. Fund equity is classified as net position.
Authority funds are classified as enterprise funds, which account for operations that are financed and
operated in a manner similar to private business enterprises where the intent is that the costs (expenses,
including depreciation) of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges. The acquisition and capital improvement of the
physical plant facilities required to provide these goods and services are financed from existing cash
resources, the issuance of bonds, and cash flow from operations.
C.

Cash and Investments

For the purposes of the Statement of Net position and Statement of Cash Flows, “cash equivalents and
investments” includes all demand, savings accounts, and certificates of deposits or short-term
investments with an original maturity of three months or less.
Fair value is based on quoted market price. Additional cash and investment disclosures are presented
in Note 2.
D.

Capital Assets

All fixed assets purchased for over $5,000 by the Authority are capitalized at historical cost or
estimated cost if actual cost is not available. The cost of normal maintenance and repairs that do not
add value to the asset or materially extend asset lives are not capitalized and are expensed as incurred.
Improvements are capitalized. Contributed assets are valued at their estimated fair market value on the
date contributed. Depreciation is calculated over the estimated useful lives of assets using the straightline method. The estimated useful lives are as follows:
Hawthorne Street transfer station
Other assets
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

E.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not be
recognized as an outflow of resources (expense/ expenditure) until then. The government only has one
item that qualifies for reporting in this category. It is the deferred charge on refunding reported in the
government-wide statement of net position. A deferred charge on refunding results from the difference
in the carrying value of refunded debt and its reacquisition price. This amount is deferred and
amortized over the shorter of the life of the refunded or refunding debt.
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,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized
as an inflow of resources (revenue) until that time. The government has only one type of item, which
arises only under a modified accrual basis of accounting that qualifies for reporting in this category.
Accordingly, the item, unavailable revenue, is reported only in the governmental funds balance sheet.
The governmental funds report unavailable revenues from two sources: property taxes and special
assessments. These amounts are deferred and recognized as an inflow of resources in the period that
the amounts become available.
F.

Accrued Vacation and Sick Leave

Accumulated unpaid employee vacation are recognized as liabilities of the Authority. The liability for
vested vacation pay is recorded as an expense when the vacation is earned. Vacation, which is based
on the employee’s length of service, may be accumulated and carried over up to a maximum of the
amount earned in the preceding 24-month period.
Employee sick leave benefits are not recognized as liabilities as benefits do not vest.
G.

Implementation of GASB Statements 68 and 71 related to Pension Plans

The GASB issued Statement No. 68, “Accounting and Financial Reporting for Pensions – An
Amendment of GASB Statement No. 27” The primary objective of this Statement is to improve
accounting and financial reporting by state and local governments for pensions. It also improves
information provided by state and local governmental employers about financial support for pensions
that is provided by other entities. This Statement establishes accounting and financial reporting
requirements related to pensions for governments whose employees are provided with pensions
through pension plans that are covered by the scope of this Statement, as well as for nonemployer
governments that have a legal obligation to contribute to those plans.
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

G.

Implementation of GASB Statements 68 and 71 related to Pension Plans, Continued

In addition, the GASB issued Statement No. 71, “Pension Transition for Contributions Made
Subsequent to the Measurement Date” The objective of this Statement is to address an issue regarding
application of the transition provisions of Statement No. 68, “Accounting and Financial Reporting for
Pensions”. The issue relates to amounts associated with contributions, if any, made by a state or local
government employer or nonemployer contributing entity to a defined benefit pension plan after the
measurement date of the government’s beginning net pension liability.
In implementing these Statements, the Authority recognizes a net pension liability, which represents
the Authority’s proportionate share of the excess of the total pension liability over the fiduciary net
position of the Plan reflected in an actuarial report provided by the California Public Employees’
Retirement System (CalPERS). The net pension liability is measured as of the Authority’s prior Plan
year‐end. Changes in the net pension liability are recorded, in the period incurred, as pension expense
or as deferred inflows of resources or deferred outflows of resources depending on the nature of the
change in the liability. The changes in net pension liability that are recorded as deferred inflows of
resources or deferred outflows of resources (that arise from changes in actuarial assumptions or other
inputs and differences between expected or actual experience) are amortized over the weighted average
remaining service life of all participants in the respective pension plan and are recorded as a
component of pension expense beginning with the period in which they are incurred.
For purposes of measuring the net pension liability and deferred outflows/inflows or resources relating
to pensions and pension expense, information about the fiduciary net position of the Authority’s
pension plan with CalPERS and additions to/deductions 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 benefits terms. Investments are reported at fair value.
H.

Comparative Data

Comparative data for the prior year has been presented in the accompanying financial statements in
order to provide an understanding of changes in the Authority’s financial position and operations.
I.

Reclassifications

Certain amounts from the prior year have been reclassified to conform to the current year’s
presentation.
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2.

CASH AND INVESTMENTS

A.

Composition

The Authority's cash and temporary investments are carried at market value, and include:
Maturities (in years)
1 to 2

<1
Cash equivalents and investments pooled
Pooled cash, at fair value:
Cash in bank - Checking
Cash in bank - Savings
Petty cash
Change funds
CRV Cash
Total pooled items
Total cash and cash equivalents

$

$

-

$

$

Financial Statement presentation:
Cash and cash equivalents
Total

-

>2

$

$

Deposits

-

$

$

4,357,904
397,828
300
25,694
1,200
4,782,926
4,782,926

Fair
Market Value

$

$

4,357,904
397,828
300
25,694
1,200
4,782,926
4,782,926

$
$

4,782,926
4,782,926

California Law requires banks and savings and loan institutions to pledge government securities with a
market value of 110% of the Authority’s cash on deposit or first trust deed mortgage notes with a value
of 150% of the Authority’s cash on deposit as collateral for these deposits. Under California Law this
collateral is held in an investment pool by an independent financial institution in the Authority’s name
and places the Authority ahead of general creditors of the institution pledging the collateral. The
Authority has waived collateral requirements for the portion of deposits covered by federal deposit
insurance.
The Authority’s investments are carried at fair value, as required by generally accepted accounting
principles. The Authority adjusts the carrying value of its investments to reflect their fair value at each
fiscal year end, and it includes the effects of these adjustments in income for that fiscal year.
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2.
B.

CASH AND INVESTMENTS, Continued
Authorized Investments

The Authority’s Investment Policy and the California Government Code allow the Authority to invest
in the following, provided the credit ratings of the issuers are acceptable to the Authority and approved
percentages and maturities are not exceeded.
The table below also identifies certain provisions of the California Government Code, or the
Authority’s Investment Policy where the Authority’s Investment Policy is more restrictive.

Authorized Investment Type
U.S. Treasury Obligations
Negotiable Certificates of Deposit

C.

Maximum
Maturity

Maximum
Percentage
of Portfolio

10 years
1 year

None
30%

Fair Value of Investments

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, investments were stated at fair value using the
aggregate method, which includes any adjustments in interest/investment income.
D.

Interest Rate and Credit Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment. Normally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates.
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.
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3.

CAPITAL ASSETS

Changes in capital assets and depreciation were as follows:

July 1, 2017
Nondepreciable assets:
Land
Total nondepreciable assets
Depreciable assets:
Land improvements
Buildings and improvements
Equipment
Total depreciable assets
Total
Accumulated depreciation:
Land improvements
Buildings and improvements
Equipment
Total accumulated depreciation

$

$

2,089,470
4,182,218

$

1,428
1,428

Deletions
$

-

Transfer/
Adjustments

June 30, 2018

$

$

-

2,809,140
2,809,140

7,947,120
10,754,832

17,224
57,263
47,330
121,817
123,245

-

(4,095)
(4,095)
(4,095)

2,102,599
4,239,481
1,722,762
8,064,842
10,873,982

(1,415,685)
(3,051,987)
(1,261,621)
(5,729,293)

(101,210)
(219,500)
(109,737)
(430,447)

-

2,460
1,815
19,229
23,504

(1,514,435)
(3,269,672)
(1,352,129)
(6,136,236)

2,217,827

(308,630)

-

19,409

1,928,606

1,675,432

Net depreciable assets
Total capital assets

2,807,712
2,807,712

Additions

5,025,539

$

(307,202)

$

-

$

19,409

$

4,737,746

Depreciation expense was $430,447 and $452,639 for the years ended June 30, 2018 and 2017,
respectively.
Cummings Road Landfill assets received in the original agreement from City Garbage of Eureka were
valued at zero. These assets include the landfill, several operating methane gas wells, a workshop
structure, an office structure, and various pieces of equipment such as generators and pumps. No
attempt was made to place a fair market value on these assets at the time of acquisition. Improvements
to the landfill since the agreement have been recorded at cost.
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4.

CUMMINGS ROAD LANDFILL ACQUISITION

On June 16, 2000, the Authority acquired Cummings Road Landfill (Landfill) through the acquisition
of the Hawthorne Street Transfer Station from Eureka City Garbage, Inc. Transfer of ownership of the
Landfill was done as part of a property agreement, with the value of the Landfill set at $0. The Landfill
had 3,449,667 cubic yards of capacity to retain waste. The amount of 420,506 cubic yards of the total
Landfill remained unused. The Landfill ceased receiving municipal solid waste on (date) with minimal
remaining capacity. As stated in the California Code of Regulations, Division 2 Title 27 Article 2
Section 21180, "a) the landfill shall be maintained and monitored for a period of not less than thirty
(30) years after the completion of closure of the entire solid waste landfill." Therefore the Authority is
responsible for post-closure and maintenance care for 30 years after the Final Quality Assurance
Report related to construction closure is approved.
In 1993, the North Coast Regional Water Quality Control Board (NCRWQCB), via Waste Discharge
Requirements (WDR) WDR 93‐46, required that Cummings Road Landfill be closed by 1998 as a
corrective action measure “because of groundwater contamination caused by the Site”. The Joint
Technical Document (JTD) for the Final Closure of the Landfill detailed a two-phased closure, that
also accommodated placement of adjacent burn-ash site debris into the landfill for permanent disposal,
was approved by the NCRWQCB in 2012. Cummings Road Landfill Construction Closure Phase 1
was completed the summer of 2013, with the construction activities related to the Corrective Action
Plan for the Cummings Road Burn Ash Debris site completed by October 2014. Phase 2 construction
closure was completed in October 2015.
Landfill closure and post-closure costs are recorded following the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 18 Accounting for Municipal Solid Waste
Landfill Closure and Post-Closure Care Costs. The standards require that estimated closure and postclosure care costs be recognized as current operating costs although these costs will not actually be
incurred until some future operating cycle.
Estimates of the closure and post-closure care costs are on a current value basis revised as of February 2018, as
provided by consulting engineers.
As of June 30, 2018, the amount of $9,894,371 was recorded as Estimated Closure and Post-Closure Costs
based on 100% capacity of the Landfill. The Estimated Closure and Post-Closure Costs are an estimate and
subject to changes resulting from inflation/deflation, technology, or changes in applicable laws or regulations.
The Estimated Closure and Post-Closures costs will be reevaluated and recalculated at the end of every other
fiscal year.

Funds restricted for closure and post-closure costs at June 30, 2018 are comprised of the following:
Closure/Post-Closure
Annual Cost
Years of Maintenance
Total Post-Closure Liability

353,371
$ 9,894,371

Total Landfill Closure/Post-Closure Liability

$ 9,894,371 rounded down
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4. CUMMINGS ROAD LANDFILL ACQUISITION, Continued
As of March 2018, the Authority’s landfill closure plan and Construction Quality Assurance
documents were approved by the NCRWCQB, the Humboldt County Local Enforcement Agency, and
the California Integrated Waste Management Board (CIWMB) which is now known as the Department
of Resources Recycling and Recovery (CaIRecycle). The Landfill is now in post-closure maintenance,
and long-term liabilities related to the Landfill are reduced annually by the engineer's post-closure
maintenance estimates.
5.

LONG-TERM DEBT

A.

Long-Term Debt Activity

2015 Revenue Refunding Bonds
Total

Original
Issue
Amount

Balance
July 1, 2017

$ 6,338,132$ 6,338,132

$ 4,161,808$ 4,161,808

Amount due within one year
Amount due after one year

$

870,634
3,291,174
$ 4,161,808

Additions
$
$

--

Retirements

Balance
June 30, 2018

Due Within
One Year

$ (870,634)

$ 3,291,174

$ 804,703

$ (870,634)

$ 3,291,174

$ 804,703

$

804,703
2,486,471
$ 3,291,174

Series 2015 Revenue Refunding Bonds
On March 31, 2016, the Authority issued $6,338,132 principal amount of Series 2015 Revenue
Refunding Loan (Debt consolidation and refunding project). The proceeds of the Bonds were used to
repay the Authority’s Series 2002 Revenue Bonds, Series 2005 Revenue Bonds and Commercial
Promissory Note dated August 12, 2014 issued by the Authority for the Redwood Region Economic
Development Commission.
Interest is payable semiannually on each November 1 and May 1, commencing November 1, 2016
until the maturity of the bonds on November 1, 2021.
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5. LONG-TERM DEBT, Continued
B. Repayment Schedule
Future annual repayment requirements are as follows:
Year Ending
June 30,

2015 Revenue Refunding Loan
Principal
Interest

2019
2020
2021
2022

$

804,703
815,690
828,611
842,170

$

51,912
38,347
24,589
7,074

Total

$ 3,291,174

$

121,922

$

804,703
2,486,471

$

51,912
70,010

$ 3,291,174

$

121,922

Due within one year
Due after one year
Total
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6.

NET POSITION

Net position at June 30, 2018 consisted of the following:
Balance as of
June 30, 2018

Description
Net investment in capital assets
Unrestricted (deficit)
Total unrestricted net position

$
$

1,667,743
(5,170,120)
(3,502,377)

Net Investment in Capital Assets - This amount consists of capital assets net of accumulated
depreciation and reduced by outstanding debt that is attributed to the acquisition, construction, or
improvement of the assets.
Unrestricted - This amount is all net assets that do not meet the definition of "net investment in capital
assets".
7.

RISK MANAGEMENT AND SELF-INSURANCE

The Authority is exposed to various risks of loss related to torts, theft of, damage and destruction of
assets, errors and omissions, and natural disasters. The Authority participates in risk pools with the
Special District Risk Management Authority (SDRMA) which provides property and liability
insurance to its member districts. The Authority pays premiums commensurate with the levels of
coverage requested. The Authorities are governed by boards consisting of members elected from the
participating districts, which control the operations of the authorities independent of any influence by
the Authority beyond the Authority's representation on the governing board. The Authority's share of
year-end assets, liabilities, or fund equity is not calculated by the Joint Powers Authorities.
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8. PUBLIC EMPLOYEES’ RETIREMENT SYSTEM (PERS)
A. General Information about the Pension Plans
Plan Descriptions - All qualified full-time employees are eligible to participate in the Authority’s
Miscellaneous First Tier Plan and Miscellaneous PEPRA Plan (collectively,“The Plans”), agent
multiple-employer defined benefit pension plans administered by the California Public Employees'
Retirement System (CaIPERS), which acts as a common investment and administrative agent for its
participating member employers. Benefit provisions under the Plans are established by State statute
and Local Government resolution. CalPERS issues publicly available reports that include a full
description of the pension plans regarding benefit provisions, assumptions and membership
information that can be found on the CalPERS website.
Benefits Provided - CalPERS provides service retirement and disability benefits, annual cost of living
adjustments and death benefits to plan members, who must be public employees and beneficiaries.
Benefits are based on years of credited service, equal to one year of full time employment. Members
with five years of total service are eligible to retire at age 50 with statutorily reduced benefits. All
members are eligible for non-duty disability benefits after 10 years of service. The death benefit is the
1957 Survivor Benefit, or the Optional Settlement 2W Death Benefit. The cost of living adjustments
for each plan are applied as specified by the Public Employees' Retirement Law.
The Plan’s provisions and benefits in effect at June 30, 2018, are summarized as follows:
Miscellaneous Plan
First Tier
PEPRA
Prior to
January 1, 2013
2% @ 55
5 years service
monthly for life
50 - 63
1.4% to 2.4%
7%

Hire date
Benefit formula
Benefit vesting schedule
Benefit payments
Retirement age
Monthly benefits, as a % of eligible compensation
Required employee contribution rates

On or after January
1, 2013
2% @ 62
5 years service
monthly for life
52 - 67
1.0% to 2.5%
6.25%

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 the July 1 following notice of a change in the rate. Funding contributions for
the Plan is determined annually on an actuarial basis as of June 30 by CaIPERS. The actuarially
determined rate is based on 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
Authority is required to contribute the difference between the actuarially determined rate and the
contribution rate of employees.
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8.

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM (PERS), Continued

A.

General Information about the Pension Plans, Continued

For the year ended June 30, 2018, the contributions recognized as part of pension expense for the Plan
were as follows:

Contributions - employer
Contributions - employee (paid employer)
Total

Miscellaneous
$
106,222
91,290
$
197,512

The Authority’s average required contribution rate was 14.360 percent of annual payroll, actuarially
determined as an amount that, when combined with employee contributions, is expected to finance the
costs of benefits earned by employees during the year, with an additional amount to finance any
unfunded accrued liability. Contributions to the pension plan from the Authority were $8,926 for the
year ended June 30, 2018.
Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions
As of June 30, 2018, the Authority reported a net pension liability for its proportionate shares of the net
pension liability of the Plan as follows:

Miscellaneous
Total Net Pension Liability

Proportionate Share
of Net Pension Liability
$
604,579
$
604,579

The Authority’s net pension liability for the Plan is measured as the proportionate share of the net
pension liability. The net pension liability of the Plan is measured as of June 30, 2017, and the total
pension liability for the Plan used to calculate the net pension liability was determined by an actuarial
valuation as of June 30, 2016 rolled forward to June 30, 2017 using standard update procedures. The
Authority’s proportion of the net pension liability was based on a projection of the Authority’s longterm share of contributions to the pension plans relative to the projected contributions of all
participating employers, actuarially determined. The Authority’s proportionate share of the net pension
liability for the Plan as of June 30, 2017 was as follows:

Proportion - June 30, 2016
Proportion - June 30, 2017
Change - Increase (Decrease)
29
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8.

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM (PERS), Continued

For the year ended June 30, 2018, the Authority recognized pension expense of $281,276. At June 30,
2018, the Authority reported deferred outflows of resources and deferred inflows of resources related
to pensions from the following sources:

Differences between Expected and Actual
Experience

Deferred Outflows
of Resources

Deferred Inflows
of Resources

$

$

1,097

Changes of Assumptions

15,712

136,073

10,376

30,774

-

Differences between Employer's Contributions and
Proportionate Share of Contributions

105,377

-

Change in Employer's Proportion

232,928

21,778

106,222
612,471

47,866

Differences between Projected and Actual
Investment Earnings

Pension Contributions Made Subsequent to
Measurement Date
$

$

$106,222 reported as deferred outflows of resources related to contributions subsequent to the measurement
date and changes in proportions will be recognized as a reduction of the net pension liability in the year
ended June 30, 2018.
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 Ending
June 30
2019
2020
2021
2022

$

2023
Thereafter

244,872
135,401
96,381
(18,271)
-
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8.

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM (PERS), Continued

Actuarial Assumptions - The June 30, 2016 valuation was rolled forward to determine the
June 30, 2017 total pension liability, based on the following actuarial methods and assumptions.
Actuarial Assumptions
Valuation date

June 30, 2016

Measurement date

June 30, 2017

Actuarial cost method

Entry-age normal cost method

Actuarial assumptions:
Discount rate

7.15%

Inflation

2%

Salary increases
Investment Rate of Return

Varies by entry age and service
7.50% net pension plan investment and administrative
expenses; includes inflation
Contract COLA up to 2% until purchasing power protection
allowance floor on purchasing power applies, 2.% thereafter.

Post-retirement benefit
increase

The underlying mortality table used was developed based on CalPERS’ specific data. The table
includes 20 years of mortality improvements using Society of Actuaries Scale BB. For more details,
please refer to the 2014 experience study report.
All other actuarial assumptions used in the June 30, 2014 valuation were based on the results of an
actuarial experience study for the fiscal years 1997 to 2011, including updates to salary increase,
mortality and retirement rates. The Experience Study can be obtained at CalPERS’ website under
Forms and Publications.
Discount Rate - The discount rate used to measure the total pension liability was 7.15 percent for the
Plan. To determine whether the municipal bond rate should be used in the calculation of a discount rate
for the plan, CalPERS stress tested plans that would most likely result in a discount rate that would be
different from the actuarially assumed discount rate. Based on the testing, none of the tested plans run
out of assets. Therefore, the current 7.15 percent discount rate is adequate and the use of the municipal
bond rate calculation is not necessary. The long term expected discount rate of 7.15 percent will be
applied to all plans in the Public Employees Retirement Fund (PERF). The stress test results are
presented in a detailed report that can be obtained from the CalPERS website.
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8.

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM (PERS), Continued

The long-term expected rate of return on pension plan investments was determined using a buildingblock method in which best-estimate ranges of expected future real rates of return (expected 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. Such cash flows
were developed assuming that both members and employers will make their required contributions on
time and as scheduled in all future years. 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 (11-60 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 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
rounded down to the nearest one quarter of one percent.
The table below reflects the long-term expected real rate 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. These rates of return are net of administrative expenses.

Asset Class

New Strategic
Allocation

Global Equity
Global Fixed Income
Inflation Sensitive
Private Equity
Real Estate
Infrastructure and Forestland
Liquidity

47%
19%
6%
12%
11%
3%
2%
100%
(1) An expected inflation of 2.5% used for this period.
(2) An expected inflation of 3.0% used for this period.
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Real Return
1
Years 1 - 10

Real Return
2
Year 11+

5.25%
0.99%
0.45%
6.83%
4.50%
4.50%
-0.55%

5.71%
2.43%
3.36%
6.95%
5.13%
5.09%
-1.05%
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8. PUBLIC EMPLOYEES’ RETIREMENT SYSTEM (PERS), Continued
Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate
The following presents the Authority’s proportionate share of the net pension liability for the Plan,
calculated using the discount rate for Plan, as well as what the Authority’s proportionate share of the
net pension liability would be if it were calculated using a discount rate that is 1-percentage point
lower or 1-percentage point higher than the current rate:
1% Decrease
(6.15%)
Miscellaneous

$

Discount Rate
(7.15%)

1,053,115

$

604,579

1% Increase
(8.15%)
$

233,093

Pension Plan Fiduciary Net Position -Detailed information about the pension plan's fiduciary net
position is available in the separately issued CalPERS financial reports.
At June 30, 2018, the Authority had no outstanding payable amounts for contributions to the pension
plan required for the year ended June 30, 2018.
9.

COMPOST FACILITY

The compost facility building located at West End Road, was completed and began operations in the
fiscal year ending June 30, 2007. The Authority has entered into a five year lease agreement with Mad
River Hardwoods, Inc. beginning May 4, 2006 with an option to renew the lease three (3) successive
five (5) year terms. As of June 30, 2014, the original lease terms continue on a month-to-month basis
until the parties are able to renegotiate the contract terms. Monthly rent is $1,769, adjusted annually
based on the Consumer Price Index U.S. City Average-All urban Consumers Index.
The Authority had also secured an Option Agreement which provides an exclusive right to purchase
the real property currently being leased from Mad River Hardwood, Inc. for an agreed upon price.
However, this option has lapsed and purchase of the facility is no longer viable.
10.

COMMITMENTS AND CONTINGENCIES

The Authority is subject to general risk and exposure due to normal operations in the course of
business. These risks involve various claims against the Authority, both asserted and unasserted, all of
which management considers to be immaterial to these financial statements.
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11.

NEW ACCOUNTING PRONOUNCEMENTS

The GASB has issued Statement No. 74, “Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans”. The objective of this Statement is to improve the usefulness of
information about postemployment benefits other than pensions (other postemployment benefits or
OPEB) included in the general purpose external financial reports of state and local governmental
OPEB plans for making decisions and assessing accountability. This Statement results from a
comprehensive review of the effectiveness of existing standards of accounting and financial reporting
for all postemployment benefits (pensions and OPEB) with regard to providing decision-useful
information, supporting assessments of accountability and interperiod equity, and creating additional
transparency. This Statement replaces Statements No. 43, “Financial Reporting for Postemployment
Benefit Plans Other Than Pension Plans”, as amended, and No. 57, OPEB Measurements by Agent
Employers and Agent Multiple-Employer Plans. It also includes requirements for defined contribution
OPEB plans that replace the requirements for those OPEB plans in Statement No. 25, Financial
Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans, as
amended, Statement 43, and Statement No. 50, Pension Disclosures. This statement had no effect on
these financial statements.
The GASB has issued Statement No. 75, “Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions”. The primary objective of this Statement is to improve accounting and
financial reporting by state and local governments for postemployment benefits other than pensions
(other postemployment benefits or OPEB). It also improves information provided by state and local
governmental employers about financial support for OPEB that is provided by other entities. This
Statement results from a comprehensive review of the effectiveness of existing standards of accounting
and financial reporting for all postemployment benefits (pensions and OPEB) with regard to providing
decision-useful information, supporting assessments of accountability and interperiod equity, and
creating additional transparency. This Statement replaces the requirements of Statements No. 45,
“Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions”, as amended, and No. 57, “OPEB Measurements by Agent Employers and Agent MultipleEmployer Plans”, for OPEB. Statement No. 74, “Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans”, establishes new accounting and financial reporting requirements for
OPEB plans. The provisions in Statement 75 are effective for fiscal years beginning after June 15,
2018. The Authority has implemented this statement.
The GASB has issued Statement No. 77, “Tax Abatement Disclosures”. This information is intended,
among other things, to assist these users of financial statements in assessing (1) whether a
government’s current-year revenues were sufficient to pay for current-year services (known as
interperiod equity), (2) whether a government complied with finance-related legal and contractual
obligations, (3) where a government’s financial resources come from and how it uses them, and (4) a
government’s financial position and economic condition and how they have changed over time. The
requirements of this Statement are effective for reporting periods beginning after December 15, 2016.
This statement had no effect on these financial statements.
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12.

NEW ACCOUNTING PRONOUNCEMENTS, Continued

The GASB has issued Statement No. 81, "Irrevocable Split-Interest Agreements." The requirements of
this Statement will take effect for financial statements starting with the fiscal year that ends December
31, 2017. The Authority will implement this statement, as applicable, to its financial statements for the
year ending June 30, 2018.
The GASB has issued Statement No. 82, "Pension Issues-an amendment of GASB Statements No. 67,
No. 68, and No. 73." The requirements of this Statement will take effect for financial statements
starting with the fiscal year that ends June 30, 2018, except for the requirements of this Statement for
the selection of assumptions in a circumstance in which an employer's pension liability is measured as
of a date other than the employer's most recent fiscal year-end. In that circumstance, the requirements
for the selection of assumptions will take effect for that employer in the first reporting period in which
the measurement date of the pension liability is on or after June 15, 2017. This statement had no effect
on these financial statements.
The GASB has issued Statement No. 83, "Certain Asset Retirement Obligations." The requirements of
this Statement are effective for reporting periods beginning after June 15, 2018. Earlier application is
encouraged. This Statement addresses accounting and financial reporting for certain asset retirement
obligations (AROs). An ARO is a legally enforceable liability associated with the retirement of a
tangible capital asset. A government that has legal obligations to perform future asset retirement
activities related to its tangible capital assets should recognize a liability based on the guidance in this
Statement. The Authority will implement this statement, as applicable, to its financial statements for
the year ending June 30, 2019.
The GASB has issued Statement No. 84, "Fiduciary Activities." The requirements of this Statement
are effective for reporting periods beginning after December 15, 2018. Earlier application is
encouraged. The objective of this Statement is to improve guidance regarding the identification of
fiduciary activities for accounting and financial reporting purposes and how those activities should be
reported. The Authority will implement this statement, as applicable, to its financial statements for the
year ending June 30, 2020.
The GASB has issued Statement No. 85, "Omnibus 2017." The provisions of this Statement are
effective for periods beginning after June 15, 2017. Earlier application is encouraged. The objective of
this Statement is to address practice issues that have been identified during implementation and
application of certain GASB Statements. This Statement addresses a variety of topics including issues
related to blending component units, goodwill, fair value measurement and application, and
postemployment benefits (pensions and other postemployment benefits [OPEB]). This statement had
no effect on these financial statements.
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11.

NEW ACCOUNTING PRONOUNCEMENTS, Continued

The GASB has issued Statement No. 86, "Certain Debt Extinguishment Issues.” The requirements of
this Statement are effective for reporting periods beginning after June 15, 2017. Earlier application is
encouraged. The primary objective of this Statement is to improve consistency in accounting and
financial reporting for in-substance defeasance of debt by providing guidance for transactions in which
cash and other monetary assets acquired with only existing resources—resources other than the
proceeds of refunding debt—are placed in an irrevocable trust for the sole purpose of extinguishing
debt. This Statement also improves accounting and financial reporting for prepaid insurance on debt
that is extinguished and notes to financial statements for debt that is defeased in substance. This
statement had no effect on these financial statements.
The GASB has issued Statement No. 87, "Leases." The requirements of this Statement are effective
for reporting periods beginning after December 15, 2019. The objective of this Statement is to better
meet the information needs of financial statement users by improving accounting and financial
reporting for leases by governments. This Statement increases the usefulness of governments’ financial
statements by requiring recognition of certain lease assets and liabilities for leases that previously were
classified as operating leases and recognized as inflows of resources or outflows of resources based on
the payment provisions of the contract. It establishes a single model for lease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset. Under this
Statement, a lessee is required to recognize a lease liability and an intangible right-to-use lease asset,
and a lessor is required to recognize a lease receivable and a deferred inflow of resources, thereby
enhancing the relevance and consistency of information about governments’ leasing activities. The
Authority will implement this statement, as applicable, to its financial statements for the year ending
June 30, 2021.
The GASB has issued Statement No. 88, "Certain Disclosures Related to Debt, including Direct
Borrowings and Direct Placements." The requirements of this Statement are effective for reporting
periods beginning after June 15, 2018. Earlier application is encouraged. The primary objective of this
Statement is to improve the information that is disclosed in notes to government financial statements
related to debt, including direct borrowings and direct placements. It also clarifies which liabilities
governments should include when disclosing information related to debt. The Authority will
implement this statement, as applicable, to its financial statements for the year ending June 30, 2019.
The GASB has issued Statement No. 89, "Accounting for Interest Cost Incurred before the End of a
Construction Period." The requirements of this Statement are effective for reporting periods beginning
after December 15, 2019. Earlier application is encouraged. The objectives of this Statement are (1) to
enhance the relevance and comparability of information about capital assets and the cost of borrowing
for a reporting period and (2) to simplify accounting for interest cost incurred before the end of a
construction period. The Authority will implement this statement, as applicable, to its financial
statements for the year ending June 30, 2021.
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11.

NEW ACCOUNTING PRONOUNCEMENTS, Continued

The GASB has issued Statement No. 90, "Majority Equity Interests—an amendment of GASB
Statements No. 14 and No. 61." The requirements of this Statement are effective for reporting periods
beginning after December 15, 2018. Earlier application is encouraged. The primary objectives of this
Statement are to improve the consistency and comparability of reporting a government’s majority
equity interest in a legally separate organization and to improve the relevance of financial statement
information for certain component units. The Authority will implement this statement, as applicable, to
its financial statements for the year ending June 30, 2020.
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Humboldt Waste Management Authority
Required Supplementary Information - Schedule of Contributions
Miscellaneous Plan
Last 10 Fiscal Years*

Fiscal Year Ended June 30,

2017

Contractually required contribution (actuarially determined)

$

Contributions in relation to the actuarially determined
contributions

2016

106,222

$

(106,222)

103,221

(103,221)

Contribution deficiency (excess)

$

-

$

-

Covered-employee payroll

$

1,503,974

$

1,412,145

Contribution as a percentage of covered-employee
payroll

7.06%

Notes to Schedule
1) Covered employee payroll represents compensation earnable and pensionable
compensation. Only compensation earnable and pensionable compensation that would
possibly go into the determination of retirement benefits are included.
* Due to a change in CalPERS reporting information, only 2017 was available.
Additional years will be presented as they become available.
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7.31%

Humboldt Waste Management Authority
Required Supplementary Information - Schedule of the Authority's Proportionate
Share of the Net Pension Liability
Miscellaneous Plan
Last 10 Fiscal Years*
2017
Plan's Proportion of the Net Pension Liability/(Asset)

2016

0.01630%

0.01371%

Plan's Proportionate Share of the Net Pension
Liability/(Asset)

$

604,579

$ 476,183

Plan's Covered-Employee Payroll

$

1,503,974

$ 1,412,145

Plan's Proportionate Share of the Net Pension
Liability/(Asset) as a Percentage of its CoveredEmployee Payroll

40.20%

33.72%

Plan's Proportionate Share of the Fiduciary Net Position
as a Percentage of the Plan’s Total Pension Liability

81.46%

82.17%

$

Plan's Proportionate Share of Aggregate Employer Contribution

Notes to Schedule
1) Covered employee payroll represents compensation earnable and pensionable compensation.
Only compensation earnable and pensionable compensation that would possibly go into the
determination of retirement benefits are included.
* Due to a change in CalPERS reporting information, only 2017 was available. Additional years
will be presented as they become available.
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81,722

$

81,722
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Humboldt Waste Management Authority
Schedule of Debt Service Coverage
June 30, 2018 and 2017

In conjunction with the 2017 Series Revenue Refunding Bonds, the District has covenanted to fix, prescribe and
collect rates and charges for the sanitation service which will be sufficient to yield during the year net revenues equal
to 120% of the debt service paid during the year. For purposes of this calculation, net revenues equals net income
plus depreciation and amortization expenses. The debt service requirement for 2018 and 2017 is as follows:

2018
Operating income (loss)
Add:
Depreciation and amortization expense
Rental revenue
Investment earnings
Net revenue
Debt service:
Principal
Interest
Total debt service

2017

$

1,156,384

$

430,447
157,171
221
1,744,223

$

2,240,670

$

452,640
120,799
155
2,814,264

$

870,634
67,139

$

1,102,409
84,443

$

937,773

$

1,186,852

1.86

Calculated coverage

Yes

Meets Covenant Restriction ?
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2.37

Yes

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
Board of Directors
Humboldt Waste Management Authority
Eureka, California
We have audited, in accordance with the auditing standard 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 Humboldt Waste
Management Authority (Authority) as of and for the year ended June 30, 2018, and the related notes to
the financial statements, which collectively comprise Humboldt Waste Management Authority’s basic
financial statements, and have issued our report thereon dated December 26, 2018.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of internal control of the
Authority’ internal control. Accordingly, we do not express an opinion on the effectiveness of the
Authority’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
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 the internal control 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 considered to be material weaknesses. However, material
weaknesses may exist that we have not identified.
7080 Donlon Way, Suite 204, Dublin, CA 94568 ● phone (925) 556-6200 ● fax: (925) 556-6201
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Board of Directors
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’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 determination of financial statement amounts. 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.
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 result 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.

JJACPA, Inc.
December 26, 2018

JJACPA, Inc.
Dublin, CA

