
NOVATO SANITARY DISTRICT 

Meeting Date:  December 12, 2016 
 

The Board of Directors of Novato Sanitary District will hold a regular meeting 
at 6:00 p.m., Monday, December 12, 2016, at the District Offices, 500 
Davidson Street, Novato. 

Materials related to items on this agenda are available for public inspection in the District 
Office, 500 Davidson Street, Novato, during normal business hours. They are also 
available on the District’s website:  www.novatosan.com. 

 
AGENDA 

1. PLEDGE OF ALLEGIANCE: 

2. AGENDA APPROVAL: 

3. PUBLIC COMMENT (PLEASE OBSERVE A THREE-MINUTE TIME LIMIT): 
This item is to allow anyone present to comment on any subject not on the agenda, or to 
request consideration to place an item on a future agenda.  Individuals will be limited to a 
three-minute presentation.  No action will be taken by the Board at this time as a result of 
any public comments made. 

4. REVIEW OF MINUTES: 
a. Approve minutes of the November 14, 2016 meeting. 

5. CONSENT CALENDAR: 
The General Manager-Chief Engineer has reviewed the following item(s). To his 
knowledge, there is no opposition to the action. The item(s) can be acted on in one 
consolidated motion as recommended or may be removed from the Consent Calendar 
and separately considered at the request of any person. 

a. Approve regular disbursements, November 14 – December 12, 2016. 
b. Ratify payroll and payroll related disbursements, November 2016. 
c. Receive Deposit Summary, November 2016. 
d. Cancel Board meeting of January 23, 2017. 
e. Authorize General Manager-Chief Engineer to approve a holiday schedule 

with closure of District offices on Friday, December 23, 2016, and Friday, 
December 30, 2016. 

f. Approve Director Long and the General Manager-Chief Engineer to attend the 
California Association of Sanitation Agencies (CASA) Annual Washington DC 
conference, February 27 - March 1, 2017. 

g. Re-adopt District Policy Regarding the Provision of Service to Residential 
Developments with Affordable Housing Units, and ratify District Resolution 
No. 2951 which adopted the policy. 

h. Approve the Household Hazardous Waste Grant Agreement with the Marin 
County Hazardous & Solid Waste Joint Powers Authority (JPA) for Fiscal 
Year FY16-17. 
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i. Receive Fixed Asset Deletion Report for Fiscal Year (FY) 2015-16. 

6. FINANCE COMMITTEE: 
a. Receive report from the District’s independent external auditor, Maze and 

Associates. 
b. Receive Finance Committee report and recommendation, and accept the 

Comprehensive Annual Financial Report (CAFR) for the years ended June 
30, 2016 and 2015, including: Fiscal Year FY15-16 audit, and audited 
financial statements for the years ended June 30, 2016 and 2015. 

c. Receive and accept “Memorandum on Internal Control and Required 
Communications for Year ended June 30, 2016” from the District’s 
independent outside auditor, Maze and Associates. 

d. Authorize staff to submit the District’s CAFR to the Government Finance 
Officers Association (GFOA) for consideration of the GFOA’s Certificate of 
Achievement for Excellence in Financial Reporting. 

e. Receive update on implementation of the combined Post-Employment 
Benefits Trust to address the District’s liabilities related to Governmental 
Accounting Standards Board Statement No. 45 (“GASB 45”) for Post-
Employment Benefits Other than Pensions, and GASB 68 for Net Pension 
Liability (NPL), and provide further direction, if any. 

7. WASTEWATER OPERATIONS: 
a.  Receive Wastewater Operations Report, November 2016. 

8. BOARD MEMBER REPORTS AND REQUESTS: 

9. GENERAL MANAGER’S REPORT AND ANNOUNCEMENTS: 
 

Next Resolution No. 3105. 
 
Next regular meeting date:  Monday, January 9, 2017, 6:00 PM at the Novato 
Sanitary District office, 500 Davidson Street, Novato, CA 

 
In compliance with the Americans with Disabilities Act, if you need special assistance to 
participate in this meeting, please contact the District at (415) 892-1694 at least 24 hours 
prior to the meeting.  Notification prior to the meeting will enable the District to make 
reasonable accommodation to help ensure accessibility to this meeting. 
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NOVATO SANITARY DISTRICT 
Board Meeting Minutes 

Meeting Date: November 14, 2016 

A regular meeting of the Board of Directors of the Novato Sanitary District was held at 6:00 
p.m., Monday, November 14, 2016, at the District Office, 500 Davidson Street, Novato. 

BOARD MEMBERS PRESENT:  President Jerry Peters, Directors Carole Dillon-Knutson, 
Jean Mariani, William Long, and Brant Miller. 

STAFF PRESENT:  General Manager-Secretary Sandeep Karkal and Administrative 
Secretary Julie Hoover.   

ALSO PRESENT:    John Bailey, Project Manager, Veolia Water 
John O’Hare, Pretreatment Programs Manager, Veolia Water 
Brian Exberger, Assistant Project Manager, Veolia Water 
Erik Brown, Technical Services Manager, Novato Sanitary District 
Steve Krautheim, Field Services Manager, Novato Sanitary District 
Laura Creamer, Finance Officer, Novato Sanitary District 
Mitch Barker, Executive Vice President, PARS 
Fred Hurst, Director, HighMark Capital Management 

PLEDGE OF ALLEGIANCE: 

AGENDA APPROVAL:  The agenda was approved as presented. 

PUBLIC COMMENT:  None. 

REVIEW OF MINUTES: 

Consider approval of minutes of the October 24, 2016 meeting.  

On motion of Director Mariani, seconded by Director Dillon-Knutson, and carried 
unanimously, the Board meeting minutes of October 24, 2016, were approved. 

CONSENT CALENDAR: 

President Peters called for a motion on the Consent Calendar items as follows: 

a. Approve Board disbursements in the amount of $1,172.84, capital project
disbursements in the amount of $21,500.56, and regular disbursements in the
amount of $388,042.37.

b. Receive Deposit Summary, October 2016.
c. Receive 1st Quarter Investment Report, Fiscal Year (FY) 16-17.
d. Receive Summary 1st Quarter Financial Report, FY 16-17.
e. Approve Technical Services Manager’s attendance at the American Water Works

Association (AWWA) and Water Environment Federation (WEF) joint Utility
Management 2017 training conference in Tampa, Florida.

Item 4.a. 
Pages 3 to 9
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On motion of Director Mariani, seconded by Director Long, and carried unanimously, the 
above listed Consent Calendar items were approved. 
 
ADMINISTRATION/FINANCE: 
 
- Receive memorandum/staff report titled “Establishment of Post-Employment Benefits 
Trust”, and its recommendations summarized as Agenda Items 6.b.-6.f.  The General 
Manager noted that Mitch Barker, Executive Vice President, Public Agency Retirement 
Services (PARS), and Fred Hurst, Director, HighMark Capital Management, were in 
attendance at the meeting. 
 
The General Manager stated that the Board Finance Committee and the Board had 
previously received multiple staff and consultant presentations on the subject of Other Post-
Employment Benefits (OPEB), and Net Pension Liability (NPL), under Government 
Accounting Standards Board (GASB) Statement 45 (OPEB), and GASB Statement 68 
(NPL).  He stated that the Committee and Board have also received presentations from 
representatives of the entities that typically provide investment and management/trust 
services on these liabilities for agencies such as the District, i.e. Public Agency Retirement 
Services (PARS) of Irvine, CA, and the CalPERS California Employers Retiree Benefit Trust 
Fund (CERBT) program.  He noted that the most recent GASB 45 actuarial report for the 
District, as prepared by Mr. Franceschine of North Bay Pensions, showed that as of June 
30, 2015, the District’s unfunded liability was $6.52 million, which includes the value of 
“subsidized premiums”.   
 
Further, the General Manager stated that CALPERS had established the District’s total NPL 
as of June 30, 2016 at about $3.5 million, which is up from about $3.3 million a year ago, as 
CalPERS continues to refine its NPL calculation methodology. Based on its NPL 
calculations, CalPERS has established the District’s pension Annual Required Contribution 
(ARC) amounts at $177,747 for FY16-17, $223,168 for FY17-18, and $290,119 (projected) 
for FY18-19. CalPERS includes these amounts in the District’s annual Employer Required 
Contribution (ERC) payments, and the District budgets them in its annual Operating Budget. 
 
Until recently, the District’s only option for addressing the NPL (other than the provisions of 
the ERC payments), was to commit additional funds over and above the ARC amounts 
included in the ERC payments to CalPERS. However, these additional funds would also: (a) 
be subject to the same market volatility risk as the CalPERS investment policy target of 
7.5%, and (b) not be accessible to the District for other CalPERS pension expenses. He 
noted that for informational purposes, CalPERS investment performance for the last four 
years as listed on its website was 13.2% for FY12-13, 18.4% for FY13-14, 2.4% for FY14-
15, and 0.6% for FY15-16. 
 
He noted that more detailed information was available in the Board Packet as the 
memorandum/staff report titled “Establishment of Post-Employment Benefits Trust, 
Prefunding of Government Accounting Standards Board (GASB) Statements 45 and 68 
Related Liabilities”, and presented as Attachment 1 to Agenda Item 6. 
 
The General Manager then provided an overview of three “prefunding” scenarios, as 
discussed in the memorandum/staff report.  He stated that staff recommends the District 
implement the PARS offering of a combined OPEB/Pension Rate Stabilization Program, or 
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Post-Employment Benefits Trust program.  It would require that the District establish an 
irrevocable trust and partially prefund it with an initial discretionary amount, with potential 
optional future prefunding payments at the Board’s discretion. He noted that retiree benefits 
may be paid from the trust to the extent the trust is funded.  He stated that the District 
currently projects an estimated unencumbered available cash balance of about $2.0 million 
(as of July 1, 2017) in the Operating Fund, which could potentially provide the initial partial 
discretionary prefunding to a combined GASB 45/68 Post-Employment Benefits Trust Fund.   
 
Referencing the Board Agenda Item Summary and the memorandum/staff report presented 
as Attachment 1 to Agenda Item 6, the General Manager summarized the following 
recommendations for Board approval: 
 
- Fund the GASB 45 portion of the combined trust fund with an initial partial discretionary 
contribution of $700,000, consistent with the amount that has “accumulated” for this purpose 
in the Operating Fund over the period of FY13-14 to FY16-17 (see Table 1 on page 37 of 
Board Agenda Packet). Also, for each future year, subject to Board adoption of authorized 
amounts in the Annual Budget for that year, contribute an amount up to the District’s full 
GASB 45 Annual Required Contribution (ARC) for that year, as established by the District’s 
periodic GASB 45 valuation reports. 
- Utilize a further portion of the remaining unencumbered available cash balance in the 
Operating Fund to prefund the GASB 68 portion of the PARS combined trust fund with an 
initial partial discretionary contribution of $200,000. Also, each future year, subject to Board 
adoption of authorized amounts in the Annual Budget for that year, contribute an amount of 
up to the full GASB 68 ARC amount for that year, as established by CalPERS’ periodic 
valuations of the District’s pension liability.  
 
- Set up and implement a combined GASB 45/68 Post-Employment Benefits Trust Fund 
program to be managed by PARS, an outside trust services provider, to be funded as 
outlined above. 
 
- The District has also historically adopted conservative investment strategies in its role as a 
good steward of the public funds that it oversees. Therefore, it is recommended that the 
District affirm and convey its “conservative” investment philosophy to the PARS team for 
investment strategies adopted and asset allocations made on the District’s behalf. Further, it 
is recommended that the District inform the PARS team of a desired average long term 
investment performance goal of 3%-5% for its combined GASB 45/68 trust fund.  
 
- Authorize the General Manager t o  serve as the District’s combined Trust Plan 
Administrator by adopting the attached District Resolution No. 3104 - Adoption Of The 
Public Agencies Post-Employment Benefits Trust Administered by Public Agency 
Retirement Services (PARS). This is consistent with District practice where the General 
Manager currently serves as the District’s Plan Administrator for the District’s deferred 
compensation plan (“457 Plan”) and defined contribution plan (“401a Plan”).  
 
Director Dillon-Knutson requested clarification on anticipated administrative fees for the 
PARS program vs. the CalPERS CERBT program.  The General Manager explained that as 
discussed in the staff report, although the CERBT program has lower management fees 
(ten basis points versus about fifty basis points for PARS), the two entities appear to have 
comparable performance, net of fees, with PARS perhaps having a slight performance 
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edge.  He also noted that, as discussed in the staff report, the asset allocation mix used by 
PARS to meet its performance objectives in its conservative strategy is more attuned to the 
District’s historically conservative investment philosophy. 
 
Director Dillon-Knutson asked about the investment strategy and how that strategy would 
be determined.  The General Manager stated that, as discussed in the staff report, there are 
five different available strategies within PARS program, ranging from conservative to 
moderate to aggressive, and that any District investments should remain on the 
conservative side consistent with its conservative philosophy for investing public funds. 
 
Director Miller questioned how the funding accounts would be set up within the proposed 
combined GASB 45/68 Post-Employment Benefits Trust fund.  He asked if two separate 
sub-accounts would be established, or if one account would be established which would 
fund both liabilities.  The General Manager replied that even though the program is a 
combined trust account, the District’s GASB 45 and 68 obligations will be set up as 
separate sub-accounts within the combined trust and tracked individually for GASB 
reporting purposes.   
 
Director Miller asked what the terms closed and open amortization periods referred to in the 
staff report meant within the current discussion. The General Manager responded that they 
are actuarial terms generally used in the calculation of liabilities such as the District’s GASB 
45 OPEB liabilities, and provided a brief overview of the terms. 
 
Director Miller stated that he agrees with the prefunding recommendations, but questioned if 
it was necessary for the Board to instruct/direct the Plan Administrator (General Manager) 
on specific prefunding amounts.  The General Manager explained that, as discussed in the 
staff report: (a) annual contributions to the proposed trust fund would have to be authorized 
by Board approval and adoption within each year’s Annual Budget, (b) these annual 
contributions would be discretionary, and (c) the annual authorized contribution amounts 
could be up to the full Annual Required Contributions (or ARCs) for that year, as established 
by the periodic valuations of the District’s GASB 45/68 liabilities.  He noted that this process 
would give current and future District Boards of Directors the ability to adjust the range of 
authorized annual contribution amounts up to the full ARCs each year depending on the 
District’s financial outlook for that year. 
 
Director Miller questioned if annual expenses will be paid out of this fund or separately.  The 
General Manager stated that the expenses can be paid either way, but would generally be 
from invested amounts.  
 
Separately, the General Manager noted that the staff report also recommends that District 
contributions to the proposed trust fund be made on a periodic (monthly), dollar-cost-
averaging basis, consistent with conservative, generally accepted long term investment 
practices, and in keeping with the District’s conservative investment philosophy. 
 
Director Long questioned if the contract with PARS had been reviewed by District Counsel.  
The General Manager responded that preliminary legal and administrative documents from 
PARS had been provided to District Counsel. He noted that pending Board approval, PARS 
will provide final legal and administrative documents, which will be reviewed by District 
Counsel prior to their execution and the set-up of a District trust program. 
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Director Long asked the PARS/Highmark Capital representatives present as to who is the 
trustee for PARS.  They responded that the fiduciary responsibility and liability for the 
program is with U.S. Bank as the fund trustee. 
 
Director Dillon Knutson stated that for the benefit of future Boards of Directors, the District’s 
annual budgets could notate that the contributions to fund the District’s GASB 45/68 Post-
Employment Benefits Trust fund are discretionary. 
 
On motion of Director Mariani, seconded by Director Dillon-Knutson, and carried 
unanimously, the Board adopted the following as one consolidated motion: 
 
- Approve funding the GASB 45 (Other Post-Employment Benefits or OPEB) portion of the 
PARS combined trust fund with an initial partial discretionary contribution of $700,000 from 
the unencumbered available cash balance in the Operating Fund; and each future year, 
subject to Board adoption of authorized amounts in the annual budget for that year, 
contribute an amount up to the full GASB 45 Annual Required Contribution (ARC) for that 
year, as established by the District’s periodic GASB 45 valuation reports.  
 
- Approve utilizing a further portion of the remaining unencumbered available cash balance 
in the Operating Fund to fund the GASB 68 (Net Pension Liability) portion of the combined 
trust fund with an initial partial discretionary contribution of $200,000; and each future year, 
subject to Board adoption of authorized amounts in the annual budget for that year, 
contribute an amount up to the full GASB 68 ARC amount for that year, as established by 
CalPERS’ periodic valuations of the District’s GASB 68 pension liability. 
 
- Authorize the General Manager to affirm the District’s “conservative” investment philosophy 
to the PARS team for investment strategies adopted and asset allocations made on the 
District’s behalf, and inform the PARS team of a desired average long term investment goal 
of 3%-5% for the District’s combined GASB 45/68 trust fund. 
 
- Adopt District Resolution No. 3104 – “Adoption Of The Public Agencies Post-Employment 
Benefits Trust Administered By Public Agency Retirement Services (PARS)”, subject to 
minor changes, whereby the District adopts the PARS Public Agencies Post-Employment 
Benefits Trust,  authorizes the General Manager t o  serve as the District’s Combined 
Trust Plan Administrator, and subject to District Counsel review, authorizes him (as Plan 
Administrator) to execute all required legal and administrative documents on the District’s 
behalf.  
 
Mr. Barker and Mr. Hurst left the meeting at 6:50 p.m. 
 
WASTEWATER OPERATIONS: 
 
- Receive Wastewater Operations Report, October 2016.  The General Manager introduced 
Veolia Project Manager John Bailey who provided an overview of the Treatment Facilities 
Monthly Operations Report for October.  The Project Manager reviewed the treatment plant 
performance summary and noted that there were no excursions or violations for the month.  
He outlined the safety training that was completed in October, and stated that safety 
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performance was excellent with a total of 2,351 accident-free days.  He reported that the 
treatment facility transitioned from reclamation discharge to Bay discharge on October 26th. 
 
The Project Manager discussed the period’s key events and stated that Veolia participated 
in the North Bay Science Discovery Day educational outreach event in Santa Rosa on 
Saturday, October 29th.  He noted that Liz Falejczyk, Brian Exberger, John O’Hare, and 
himself worked at the booth. 
 
Field Services Manager Steve Krautheim summarized the Collection System Operations 
report for October 2016.  He stated that the Collections department cleaned 34,913 lineal 
feet of sewers and conducted smoke testing of approximately 23,053 feet of sewer mains in 
the Loma Verde area.  He provided a further overview of operational and maintenance 
activities, and stated that there were no lost time accidents in October for a total of 2,059 
accident-free days.  He stated that there was one Category I sanitary sewer overflow (SSO) 
in October, resulting in a discharge of approximately 7,900 gallons.  The stoppage was 
attributed to an accumulation of grease and wipes.  The Field Services Manager reported 
that “What not to Flush” informational packets will be distributed to residents in the 
upstream vicinity of the blockage location. 
 
The Field Services Manager then summarized the Reclamation Facilities report for October 
2016.  He stated the rancher installed District furnished impact sprinklers in a test area on 
Site 7.  He noted that irrigation was disabled at all sites in October due to early rains.  He 
also stated that about 66.2 million gallons (MG) of treated water was used for irrigation, and 
that approximately 124.14 MG was delivered from the Novato Treatment Plant to the 
storage ponds. 
 
BOARD MEMBER REPORTS AND REQUESTS: 
 
Director Miller commented on his attendance at the North Bay Watershed Association 
meeting which was held on November 4th at the District office.  He discussed a presentation 
that was given by Mr. Bruce Wolfe, Executive Officer, San Francisco Bay Regional Water 
Quality Control Board.   

GENERAL MANAGER’S REPORT AND ANNOUNCEMENTS: 
 
The General Manager reported that the North Bay Water Reuse Authority (NBWRA) 
Technical Advisory Committee (TAC) meeting was held at the District office on November 
14, 2016.  The meeting was facilitated by NBWRA’s Outreach Consultant, Mark Millan of 
Data Instincts.  NBWRA Chair David Rabbit attended for about 2/3rds of the meeting.  The 
main topic of discussion was in regards to cost-sharing of the Phase 2 EIR/EIS work and 
NBWRA’s FY2016/17 budget.  Program Manager Chuck Weir and Mark Millan will work to 
further refine budget numbers, and a TAC conference call is planned to reach agreement 
between the NBWRA agencies prior to the NBWRA Board meeting of December 19th.    
 
The General Manager announced the following: 
- He will be on vacation November 17th through November 28th, but will have access to 

email and urgent phone calls. 
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- A Finance Committee meeting will be scheduled for Monday, December 5th at 3:00 p.m. 
The Committee will receive and review the draft FY15/16 financial audit by Maze & 
Associates, the District’s independent outside auditor. 

- The District will be closed on Thursday, November 23rd and Friday, November 24th, both 
District holidays. 

- The next Board meeting is December 12th at 6:00 p.m. 
- As in prior years, there are no Board meetings in the second half of November and 

December. 
 
ADJOURNMENT:  There being no further business to come before the Board, President 
Peters adjourned the meeting at 7:36 p.m.  
 
          Respectfully submitted, 
 
 
               
          Sandeep Karkal 

Secretary 
 
Julie Hoover, Recording 
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Date Num Name Credit

Dec 8, 16
12/08/2016 4730 Long, William C 367.69
12/08/2016 3216 Dillon-Knutson-, Carole 207.79
12/08/2016 4733 Peters, Arthur Gerald 203.78
12/08/2016 4731 Mariani, Jean M
12/08/2016 4732 Miller, Brant

Dec 8, 16 779.26

Novato Sanitary District
Board Fees Check Register

For November 2016

Item 5.a. 
Pages 10 to 14
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Date Num Name Credit

Nov 28, 16
11/28/2016 60034 Rauch Communication Consultants... 8,318.06
11/28/2016 60033 Pacific, Gas & Electric 5,018.89
11/28/2016 60035 Shape Incorporated 3,223.31
11/28/2016 60017 E & M Wonderware,Inc. 3,200.41
11/28/2016 60028 Meyers, Nave, Riback, Silver & Wil... 2,217.61
11/28/2016 60010 American Express-21007 1,774.19
11/28/2016 60021 Frontier Communications of CA 1,729.58
11/28/2016 60030 North Marin Water District - Lab 1,540.00
11/28/2016 60031 North Marin Water District Payroll 1,164.25
11/28/2016 60020 Frontier California Inc EQ 1,135.50
11/28/2016 60014 CDW Government, Inc. 1,076.00
11/28/2016 60024 Irvine Consulting Services Inc. 900.00
11/28/2016 60009 Able Tire & Brake Inc. 721.54
11/28/2016 60026 Marin Independent Journal 672.00
11/28/2016 60022 Grainger 549.93
11/28/2016 60027 Marin/Sonoma Mosquito Dist 540.90
11/28/2016 60038 VWR International Inc. 538.35
11/28/2016 60012 Cagwin & Dorward Inc. 448.00
11/28/2016 60039 WECO 418.90
11/28/2016 60018 Environmental Products and Acces... 319.26
11/28/2016 60037 Steven Engineering Inc. 251.01
11/28/2016 60015 Claremont EAP, Inc. 250.00
11/28/2016 60016 CWEAmembers 172.00
11/28/2016 60032 Orkin Pest Control, Inc. 144.56
11/28/2016 60036 Staples Advantage 141.71
11/28/2016 60013 California Board of Accountancy 120.00
11/28/2016 60029 North Marin Water District 116.00
11/28/2016 60025 Leonardi Automotive & Electric, Inc. 93.20
11/28/2016 60023 Honey Bucket 88.20
11/28/2016 60019 First Alarm 39.91
11/28/2016 60011 Buck's Saw Service, Inc. 28.22

Nov 28, 16 36,951.49

Novato Sanitary District
Operating Check Register

November 28, 2016
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Date Num Name Credit

Dec 12, 16
12/12/2016 60082 Veolia Water North America, Inc. 169,760.32
12/12/2016 60074 Pacific, Gas & Electric 74,130.92
12/12/2016 60077 Shape Incorporated 58,101.86
12/12/2016 60083 Veolia Water North America, Lab 28,259.47
12/12/2016 60076 RedZone Robotics Inc 17,000.00
12/12/2016 60052 CASA 12,855.00
12/12/2016 60049 Cagwin & Dorward Inc. 7,800.00
12/12/2016 60055 CSDA- 6,485.00
12/12/2016 60043 Aqua Science 5,650.00
12/12/2016 60062 Johnson, Dee 5,220.00
12/12/2016 60056 E & M Wonderware,Inc. 5,029.69
12/12/2016 60050 Calcon Systems, Inc. 4,139.73
12/12/2016 60081 U.S. Bank Card (3)Craig 3,892.52
12/12/2016 60054 County of Marin-public works 2,363.00
12/12/2016 60051 Caltest Analytical Lab Inc. 2,010.20
12/12/2016 60069 North Marin Water District 1,847.86
12/12/2016 60068 Monterey Mechanical, Inc. 1,800.00
12/12/2016 3217 Dillon-Knutson, Carole. 1,624.31
12/12/2016 60053 Cintas Corporation 1,438.47
12/12/2016 60060 IEDA, INC 1,143.00
12/12/2016 60061 Jan-Pro Cleaning Systems 1,005.00
12/12/2016 60057 Frontier Analytical Laboratory, Inc. 800.00
12/12/2016 60048 BoundTree Medical, LLC 749.73
12/12/2016 60041 Alpha Analytical Lab,Inc. 702.00
12/12/2016 60047 Beecher Engineering,Inc 555.00
12/12/2016 60063 Lancer Sales USA, Inc. 506.50
12/12/2016 60075 Pini Hardware 435.45
12/12/2016 60080 Thomas & Associates, Inc. 426.01
12/12/2016 60070 Novato Disposal- 303.27
12/12/2016 60072 Occumetric Inc. 275.00
12/12/2016 60045 Barnett Medical LLC 180.00
12/12/2016 60042 American Messaging 170.46
12/12/2016 60058 Frontier Communications of CA 154.92
12/12/2016 60073 Orkin Pest Control, Inc. 144.56
12/12/2016 60079 Staples Advantage 128.50
12/12/2016 60078 SRS Private Investigations, Inc 120.00
12/12/2016 60044 AT&T Mobility 103.56
12/12/2016 60067 Marin County Ford 101.59
12/12/2016 60066 Lincoln Financial Group 100.00
12/12/2016 60064 Lawson Products, Inc. 77.96
12/12/2016 60065 Leonardi Automotive & Electric, Inc. 66.55
12/12/2016 60046 Batteries Plus     Inc 34.85
12/12/2016 60059 HCD 28.00
12/12/2016 60071 O'Reilly Auto Parts 14.54

Dec 12, 16 417,734.80

Novato Sanitary District
Operating Check Register

December 12, 2016
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Date Num Name Credit

Nov 28, 16
11/28/2016 3106 RMC Water & Environment, Inc. 45,006.33
11/28/2016 3102 GHD Inc. 5,031.75
11/28/2016 3103 Lateral-Caplan, Irwin 2,000.00
11/28/2016 3104 Lateral - Jean Ghareeb Managem... 1,500.00
11/28/2016 3105 Meyers, Nave, Riback, Silver & W... 1,275.07

Nov 28, 16 54,813.15

Novato Sanitary District
Capital Projects Check Register

November 28, 2016
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Date Num Name Credit

Dec 12, 16
12/12/2016 3114 State Water Resources Control B... 5,378,956.19
12/12/2016 3113 RMC Water & Environment, Inc. 44,664.03
12/12/2016 3107 GHD Inc. 11,205.75
12/12/2016 3108 Lateral-Cohen 1,500.00
12/12/2016 3109 Lateral-Deerfield Homeowners 1,500.00
12/12/2016 3110 Lateral-Hansen 1,500.00
12/12/2016 3111 Lateral-Parnell 1,500.00
12/12/2016 3112 Nute Engineering Inc. 505.75

Dec 12, 16 5,441,331.72

Novato Sanitary District
Capital Projects Check Register

December 12, 2016
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 Novato Sanitary District

 Payroll and Payroll Related Check Register 
November - 2016 

Date Description Amount

11/30/2016 November Payroll 105,726.02

11/30/2016 November - Retirees Health Benefits 11,953.00

11/22/2016 CALPERS Retirement 9,467.88

11/30/2016 United States Treasury 22,844.48

11/22/2016 CalPers Supplemental Income Plan 2,500.00

11/30/2016 EDD 6,946.25

11/22/2016 Lincoln Financial Group 457 7,759.90

11/22/2016 Lincoln Financial Group 457 Roth 250.00

11/22/2016 Lincoln Financial Group-401a Plan 3,623.55

11/22/2016 Lincoln Financial Group-401a Plan 3,604.43

11/22/2016 CALPERS Retirement 12,824.38

11/22/2016 CalPERS Health 30,690.61

11/22/2016 Local Union 315 460.00

11/22/2016 Operating Engineers Trust 590.20

11/22/2016 Delta Dental 2,672.72

11/22/2016 Dearborne 2,434.52

11/22/2016 Vision Service Plan 547.60

224,347.94
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 11:38 AM
 12/05/16

 Novato Sanitary District

 Deposit Detail
 November 2016

Type Date Name Account Amount

Deposit 11/02/2016 11113 · Westamerica - Operations

USCG-Finance Center 11200 - Accounts Receivable 190.35

TOTAL 190.35

Deposit 11/14/2016 11113 · Westamerica - Operations

USCG 11200 - Accounts Receivable 14,608.10

USCG-Finance Center 11200 - Accounts Receivable 190.35

TOTAL 14,798.45

Deposit 11/15/2016 11113 · Westamerica - Operations

Ben Franklin Plumbing 41040 · Permit & Inspection Fee 40.00

TJ Built Construction 41040 · Permit & Inspection Fee 60.00

Arntz Builders, Inc. 41040 · Permit & Inspection Fee 60.00

Arntz Builders, Inc. 51020 · Connection Charges 2,172.00

P,G & E1 11200 - Accounts Receivable 1,136.64

Marin County Free Library 11200 - Accounts Receivable 1,736.19

Novato Unified School District 11200 - Accounts Receivable 97,375.62

North Marin Water District- 11200 - Accounts Receivable 2,277.68

Marin Municipal Water District- 11200 - Accounts Receivable 4,965.05

Central Marin Sanitation District- 11200 - Accounts Receivable 946.24

Veolia Water 11200 - Accounts Receivable 4,368.95

TOTAL 115,138.37

Deposit 11/22/2016 11113 · Westamerica - Operations

Meyer, Robert 41040 · Permit & Inspection Fee 60.00

County of Marin 51015 · Property Taxes 401.04

Taylor, Bruce 41040 · Permit & Inspection Fee 15.00

Ben Franklin Plumbing 41040 · Permit & Inspection Fee 40.00

Gopher It 41040 · Permit & Inspection Fee 80.00

County of Marin 51015 · Property Taxes 35,156.41

Petaluma Septic 41040 · Permit & Inspection Fee 85.00

Roy's Sewer Service, Inc.- 11200 - Accounts Receivable 167.51

Roto Rooter 11200 - Accounts Receivable 851.40

TOTAL 36,856.36

Deposit 11/29/2016 11113 · Westamerica - Operations

Nunez, Liz 41040 · Permit & Inspection Fee 40.00

Rios, Joshua 41040 · Permit & Inspection Fee 15.00

Novato Disposal 11200 - Accounts Receivable 88,533.50

TOTAL 88,588.50

Total November Deposits 255,572.03
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NOVATO SANITARY DISTRICT 
BOARD AGENDA ITEM SUMMARY 

TITLE:  Consent Calendar:  Holiday 
Schedule.  

MEETING DATE: December 12, 2016 

AGENDA ITEM NO.:  5.e. 

RECOMMENDED ACTION:  Authorize General Manager-Chief Engineer to approve a 
holiday schedule with closure of District offices on Friday, December 23, 2016, and Friday, 
December 30, 2016. 
SUMMARY AND DISCUSSION:  

The District provides holidays of December 25th and January 1st, along with a half-day (4-
hours) holiday on Christmas Eve (December 24th) and New Year’s Eve (December 31st), for a 
total of three paid holidays.  The District has allowed employees to combine the half-day 
holidays for a full day off on either Christmas Eve or New Year’s Eve.  

This year, Christmas and New Year’s Day fall on Sunday, and staff recommends closure of 
District offices on: 

• Friday, December 23, 2016
• Friday, December 30, 2016

Employees working a regular 40-hour work week will have the opportunity to use their two 
combined half-day holidays (total eight hours) on one closure day, and accrued leave to cover 
the additional closure day.  Employees working a 9/80 schedule will use their regularly 
scheduled Friday off, and their combined half-day (total eight hours) holiday on the Friday 
they would normally work, along with any accrued leave if needed. There will be no fiscal 
impact to the District.   

Employees will be scheduled as usual to provide standby duty to respond to any emergencies 
that may arise over the holiday season.  

If approved, notice of the holiday schedule will be posted on the District’s website and 
announced on the District’s phone answering system. 

BUDGET INFORMATION: No impact to District budget. 

DEPT. MGR.: ssk GENERAL MANAGER: SSK 
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NOVATO SANITARY DISTRICT 
BOARD AGENDA ITEM SUMMARY 

TITLE:  Consent Calendar: CASA 
Washington DC conference 

MEETING DATE:  December 12, 2016 

AGENDA ITEM NO.: 5.f. 

RECOMMENDED ACTION:  Approve Director Long and the General Manager-Chief 
Engineer to attend the California Association of Sanitation Agencies (CASA) Annual 
Washington DC conference, February 27 - March 1, 2017. 

SUMMARY AND DISCUSSION:  
The next California Association of Sanitation Agencies (CASA) Annual Washington DC 
Conference will be held from February 27-March 1, 2017. Out-of-state travel requires pre-
approval by the District Board of Directors.  

Director William Long is a member of the CASA Board of Directors, and also currently serves 
on CASA’s Executive Board. 

It is recommended that the Board approve Director Long and the General Manager-Chief 
Engineer to attend the CASA Washington DC conference, February 27 - March 1, 2017. 

BUDGET INFORMATION: The costs for attendance would be funded from Account No. 
66170 – Travel, Meetings and Training, which has a current balance of $38,054.35, with no 
outstanding encumbrances. 

STRATEGIC PLAN INFORMATION: This item addresses Goal 1 (Operational Excellence) 
and Goal 5 (Effective Governance and Administration) of the latest Strategic Plan Update. 
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NOVATO SANITARY DISTRICT 
BOARD AGENDA ITEM SUMMARY 

TITLE:  Consent Calendar: District 
Statement of Affordable Housing Policy 

MEETING DATE: December 12, 2016 

AGENDA ITEM NO.: 5.g. 

RECOMMENDED ACTION:  Re-adopt District Policy Regarding the Provision of Service to 
Residential Developments with Affordable Housing Units, and ratify District Resolution No. 
2951 which adopted the policy. 
SUMMARY AND DISCUSSION: 
In November 2006, per Government Code Section 65589.7, the District Board adopted a policy 
regarding the provision of wastewater collection, treatment and disposal services for residential units 
with affordable housing components. The legislation required agencies that provide water or sewer 
services to adopt written policies and procedures providing priority service to proposed housing 
developments that help meet the need for lower income housing.  In addition, the legislation bars the 
denial or conditioning of approval of an application for services, or reducing the amount of the services 
applied for, solely because a proposed development includes affordable housing components, except 
in limited circumstances.  The policy adopted by the District Board conforms to these mandates.     
Government Code Section 65589.7 requires the written policy to be adopted every five (5) years with 
specific standards, as discussed below: 
a) Available collection, treatment and disposal capacity.  The District’s available collection, treatment
and disposal capacity is adequate to meet anticipated demands for the foreseeable future. 
b) The anticipated demand for wastewater utility service by planned housing units affordable to lower
income households.  The District currently has no requests for wastewater utility service by planned 
housing units.  District policies and procedures for granting service are not discriminatory with regard 
to any entity requesting service.  
c) Any public or private action steps necessary to accommodate such demand if adequate capacity is
unavailable.  In the event of service limitations due to capacity or regulatory constraints, sewer service 
priority shall be given to planned developments that include housing units affordable to lower income 
households in accordance with Government Code Section 65589.7 (SB 1087, 2005), and the 
limitations set therein. At this time, the District anticipates that its capacity is adequate. 
d) Any changes to these policies or procedures necessary for implementing this service requirement.
The District will continue to review and update this Policy as mandated by law.  The next anticipated 
update year is 2021. 
Since no changes are proposed at this time and the District’s standards for provision of service are in 
conformance with legislative mandates, it is recommended that the Board re-adopt the “District Policy 
Regarding the Provision of Service to Residential Developments with Affordable Housing Units”, and 
ratify Resolution No. 2951 originally adopted November 13, 2006.  A copy of the Policy and Resolution 
No. 2951 are attached. 

ATTACHMENTS: 1. Copy of “District Policy Regarding the Provision of Service to Residential 
Developments with Affordable Housing Units”. 
2. Copy of District Resolution No. 2951 originally adopted November 13, 2006.

STRATEGIC PLAN INFORMATION: This item addresses Goal 5 (Effective Governance and 
Administration) of the latest Strategic Plan Update. 
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NOVATO SANITARY DISTRICT POLICY REGARDING THE PROVISION OF SERVICE TO 
RESIDENTIAL DEVELOPMENTS WITH AFFORDABLE HOUSING UNITS  

1. Policy Background: Pursuant to Government Code Section 65589.7, the District is required to
adopt a written policy (i) granting or providing priority for the provision of public sewer services to
proposed housing developments that help meet the regional need for lower income housing and (ii)
barring the denial or the conditioning of approval of an application for services, or reducing the
amount of the services applied for, merely because a proposed development includes affordable
housing components, except in limited circumstances.  The Policy set forth herein conforms with
this mandate.

2. General Service Policy:  To the extent practical, the District shall provide or allow to be provided
wastewater collection, treatment, and disposal facilities that:

a) have sufficient capacity to accommodate the demand from land uses approved in the
General Plans of the land use planning jurisdictions within the District, and

b) are located so as to serve all existing or approved development within the District and all
customers contracting with the District for service, provided gravity service is feasible.
Collection service by gravity sewers is preferred to community pumping systems for
financial and environmental quality reasons.  Board approval is required to establish a
community pumping system and such approval shall not be based on the presence or
absence of housing affordable to low income households.  The Board may condition its
approval by requiring a community pumping system to be temporary and mandating
connection to a gravity sewer when later available.

3. Provision of Service During Times of Excess Capacity: In times of excess wastewater collection,
treatment and disposal capacity, the District shall review and provide, or permit the provision of,
public sewer service to residential housing developments on an income neutral basis.  Upon an
applicant’s payment of applicable fees or the execution of a contract to that effect with the District,
the District shall permit public sewer service to eligible customers in the order of an application’s
submission, subject to the general restrictions set forth herein and the income neutral requirements
of the District Code.

4. Provision of Service During Times of Limited Capacity or Ability to Provide Service: In the event of
service limitations due to capacity or regulatory constraints, service priority shall be given to planned
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developments that include housing units affordable to lower income households in accordance with 
Government Code Section 65589.7 (SB 1087, 2005) and the limitations set herein. 

5. Service Approval and Application Review: The District shall not deny or condition the approval of an
application for services to, or reduce the amount of services applied for by, a proposed development
that includes housing units affordable to lower income households unless the District makes specific
written findings that the denial, condition, or reduction is necessary due to the existence of one or
more of the following:

(a) The District does not have sufficient treatment or collection capacity, as demonstrated by a 
written engineering analysis and report on the condition of the treatment or collection 
works, to serve the needs of the proposed development. 

(b) The District is under an order issued by a regional water quality control board that prohibits 
new sewer connections. 

(c) The applicant has failed to agree to reasonable terms and conditions relating to the 
provision of service generally applicable to development projects seeking service from 
District, but not limited to, the requirements of local, state, or federal laws and regulations 
or payment of a fee or charge imposed pursuant to Government Code Section 66013. 

4. Required Reports: Within six month of the initial approval of this policy and at least once every five
years thereafter, the District shall prepare a report for acceptance by the Board of Directors
identifying:

a) available collection, treatment and disposal capacity;

b) the anticipated demand for wastewater utility service by planned housing units affordable
to lower income households;

c) any public or private action steps necessary to accommodate such demand if adequate
capacity in unavailable; and

d) any changes to these policies or procedures necessary for implementing this service
requirement.
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Preparation of this report shall take into account information available in the General Plans of the 
land use planning jurisdictions within the District and pertinent District plans and documents, such 
as the Collection System Master Plan, the Treatment Plant Master Plan, the District’s NPDES 
Permit, collection system capacity model, and treatment plant operational statistics and analyses. 
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NOVATO SANITARY DISTRICT 
BOARD AGENDA ITEM SUMMARY 

TITLE:  Consent Calendar: Household 
Hazardous Waste Grant Agreement. 

MEETING DATE: December 12, 2016 

AGENDA ITEM NO.:  5.h. 

RECOMMENDED ACTION: Approve the Household Hazardous Waste Grant Agreement with the 
Marin County Hazardous & Solid Waste Joint Powers Authority (JPA) for Fiscal Year FY16-17. 

SUMMARY AND DISCUSSION:  

This agreement is the result of discussions with the Marin County Hazardous and Solid Waste 
Joint Powers Agreement to convey to the District the funds collected by the JPA for the household 
hazardous and solid waste program from Novato residents who self-haul to the landfill.  Self-haul 
materials include household recycling materials, construction debris, and green waste. The JPA 
has committed $32,575.00 for Fiscal Year FY16-17, based on 3,877 tons with an assessed 
tonnage fee of $8.40.   

This represents the 14th year the District will enter into an agreement with the County.  Previous 
payments are as follows: 

2003-04:  $46,455.00 - ($31,452.00 current year fees + $15,003.00 portion of prior years’ fees) 
2004-05:  $51,993.00 - ($36,990.00 current year fees + $15,003.00 portion of prior years’ fees) 
2005-06:  $42,934.00 - ($27,931.00 current year fees + $15,003.00 portion of prior years’ fees) 
2006-07:  $32,962.00 - ($17,959.00 current year fees + $15,003.00 portion of prior years’ fees) 
2007-08:  $32,628.20 - ($17,625.20 current year fees + $15,003.00 portion of prior years’ fees) 
2008-09:  $33,503.00 - ($18,500.00 current year fees + $15,003.00 portion of prior years’ fees) 
2009-10:  $40,355.00 - ($25,352.00 current year fees + $15,003.00 portion of prior years’ fees) 
2010-11:  $32,463.00 - ($17,460.00 current year fees + $15,003.00 portion of prior years’ fees) 
2011-12:  $38,283.00 - ($23,280.00 current year fees + $15,003.00 portion of prior years’ fees) 
2012-13:  $50,639.00 - ($35,636.00 current year fees + $15,003.00 portion of prior years’ fees) 
2013-14:  $27,792.00   Current year fees only. The $15,003 annual payment for a 10-year   

  reimbursement plan for Novato self-haul fees collected by the JPA prior to  
        2003-04 was satisfied in 2012-13. 

2014-15:  $30,984.00    Current year fees.     
2015-16:  $27,838.00    Current year fees. 

2016-17:  $32,575.00    Current year fees. 

BUDGET INFORMATION:  The District’s FY16-17 budget includes an anticipated JPA 
reimbursement fee of $30,984.00.  However, the assessed tonnage fee increased from $8.14 to 
$8.40, resulting in an actual current year fee to the District of $32,575.00, an increase of 
$4,737.00 over the prior year. 
STRATEGIC PLAN INFORMATION: This item addresses Goal 1 (Operational Excellence) and 
Goal 4 (Well Planned Finances with a Long Range Outlook) of the latest Strategic Plan Update. 
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NOVATO SANITARY DISTRICT 
BOARD AGENDA ITEM SUMMARY 

TITLE: Consent Calendar: Fixed 
Asset Deletion Report for Fiscal 
Year (FY) 2015-16. 

MEETING DATE: December 12, 2016 

AGENDA ITEM NO.: 5.i. 

RECOMMENDED ACTION: Receive Fixed Asset Deletion Report for Fiscal Year (FY) 
2015-16. 

SUMMARY AND DISCUSSION:  

As part of the District’s annual audit process, staff prepares fixed asset reports including 
reports of items added or deleted during the fiscal year. The attached fixed asset deletion 
detail report for fiscal year (FY) 2015-16 being presented for the Board’s consideration, lists 
the items deleted between July 1, 2015 and June 30, 2016. 

ATTACHMENTS: 
1. Fixed Asset Deletion Detail Report, FY 2015-16.

STRATEGIC PLAN INFORMATION: This item addresses Goal 1 (Operational Excellence), 
and Goal 4 (Well Planned Finances with a Long Range Outlook), of the latest Strategic Plan 
Update. 
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Novato Sanitary District

Fixed Assets Disposed of In Fiscal Year 2015/16

Detail of Disposed of Assets:

Cost Accum Depr Gain/(Loss)

Equipment ‐ Admin/Engineering

07/01/10 Computer‐SCADA 2,314.00 2,314.00         ‐ 

07/01/09 Computer‐HR 865.00              865.00            ‐ 

07/01/05 Computer‐IT 1,707.00 1,707.00         ‐ 

07/01/07 Dell Computer/Screen 1,887.00 1,887.00         ‐ 

07/01/08 Dell Computer 720.00              720.00            ‐ 

07/01/09 Computer‐Admin 1,902.00 1,902.00         ‐ 

Subtotal ‐Admin/Engineering 9,395.00          9,395.00

Equipment ‐ Treatment Plant

Plant ‐ Generator Building

07/01/87 Chain Hoist 9,588.00 9,588.00         ‐ 

07/01/87 Chain Hoist 9,588.00 9,588.00        

Subtotal ‐Treatment 19,176.00        19,176.00      ‐ 

Total 28,571.00        28,571.00      ‐ 
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NOVATO SANITARY DISTRICT 
BOARD AGENDA ITEM SUMMARY 

TITLE: Comprehensive Annual Financial 
Report (CAFR) for the Years Ended June 30, 
2016 and 2015, including Audited Financial 
Statements. 

MEETING DATE: December 12, 2016. 

AGENDA ITEM NO.: 6.a.,b.,c., & d. 

RECOMMENDED ACTIONS: 
a. Receive report from the District’s independent external auditor, Maze and Associates.
b. Receive Finance Committee report and recommendation, and accept the Comprehensive Annual

Financial Report (CAFR) for the years ended June 30, 2016 and 2015, including: Fiscal Year
FY15-16 audit, and audited financial statements for the years ended June 30, 2016 and 2015.

c. Receive and accept “Memorandum on Internal Control and Required Communications for Year
ended June 30, 2016” from the District’s independent outside auditor, Maze and Associates.

d. Authorize staff to submit the District’s CAFR to the Government Finance Officers Association
(GFOA) for the GFOA’s Certificate of Achievement for Excellence in Financial Reporting.

SUMMARY AND DISCUSSION:  
The District’s annual financial audit for the year ended June 30, 2016, has been completed by the 
District’s independent external auditors, Maze and Associates.   
Maze and Associates presented their report to the District’s Finance Committee at its December 5, 
2016 meeting. Ms. Vikki Rodriguez, CPA, with Maze and Associates, attended the Committee 
meeting, and presented the audit findings and opinion to the Committee.  
In summary, the auditors have issued an unmodified opinion (cleanest possible opinion) on the 
District’s audited financial report for the fiscal years ended June 30, 2016 and 2015.  
A copy of the CAFR including the audited financial statements is attached. The CAFR also provides 
statistical information on the District and its operations over the past ten years including financial 
trends and demographic data. Ms. Rodriguez (Maze and Associates) will also be at the Board 
meeting, and present the audit findings and opinion to the Board. 
The Finance Committee recommends that, subject to minor edits, the Board receive and accept the 
CAFR including: the FY15-16 annual audit, and audited financial statements for the fiscal years ended 
June 30, 2016 and 2015. It is also recommended that the Board receive and accept the 
“Memorandum on Internal Control and Required Communications for Year ended June 30, 2016” from 
the District’s independent outside auditor, Maze and Associates. 
Additionally, it is recommended that the Board authorize staff to submit the District CAFR to the 
Government of Finance Officers Association (GFOA) for its Certificate of Achievement for Excellence 
in Financial Reporting (CAFR Award). If approved, this will be the sixth year in a row that the District 
will have submitted its CAFR to the GFOA. The District has received this recognition from the GFOA 
for the last five years. 

ATTACHMENTS: 
1. CAFR (including FY15-16 annual audit, and audited financial statements for fiscal years ended

June 30, 2016 and 2015).
2. “Memorandum on Internal Control and Required Communications for Year Ended June 30, 2016”

from the District’s independent external auditor, Maze and Associates.

STRATEGIC PLAN INFORMATION: This item addresses Goal 4 (Well Planned Finances with a Long 
Range Outlook) of the latest Strategic Plan Update. The item also addressess other goals of the 
Strategic Plan including Goal 1 (Operational Excellence), and Goal 3 (Alignment and 
Communications). 
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REVIEW DRAFT
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December 1, 2016 

To: The Honorable President, Members of the Board of Directors, and Rate Payers of 
the Novato Sanitary District: 

State law requires that all general-purpose local governments and special districts 
publish each fiscal year a complete set of financial statements presented in conformity 
with generally accepted accounting principles (GAAP) and audited in accordance with 
generally accepted auditing standards by a firm of licensed certified public accountants. 
The Comprehensive Annual Financial Report (CAFR) of the Novato Sanitary District 
(District) for fiscal year ended June 30, 2016 is hereby submitted as required. Maze & 
Associates, a firm of licensed certified public accountants, has audited the District’s 
financial statements. 

This report is organized into four sections: (1) Introductory (2) Financial (3) 
Supplemental Information and (4) Statistical. The Introductory section offers general 
information about the District’s organization and current District activities, and reports on 
a summary of significant financial results. The Financial section includes the 
Independent Auditor’s Report, Management’s Discussion and Analysis of the District’s 
basic financial statement, and the District’s audited basic financial statements with 
accompanying notes. The Supplemental Information section includes schedules for the 
purpose of additional analysis. The Statistical section presents un-audited ten-year 
historical financial, demographic, and statistical information relevant to the District’s 
operations. 

Generally Accepted Accounting Principles (GAAP) require that management provide a 
narrative introduction, overview, and analysis to accompany the financial statements in 
the form of the Management’s Discussion and Analysis (MD&A) section. This letter of 
transmittal is designed to complement the MD&A and should be read in conjunction with 
it. The District’s MD&A can be found immediately after the Independent Auditors’ 
Report. 

Management assumes full responsibility for the completeness and reliability of the 
information contained in this report, based upon a comprehensive framework of internal 
control that it has established for this purpose. Because the cost of internal control 
should not exceed anticipated benefits, the objective is to provide reasonable, rather 
than absolute, assurance that the financial statements are free of any material 
misstatements. 
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REVIEW DRAFT

The goal of the independent audit was to provide reasonable assurance that the 
financial statements of the Novato Sanitary District for the fiscal year ended June 30, 
2016 are free of material misstatement. The independent audit involved examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements; 
assessing the accounting principles used and significant estimates made by 
management; and evaluating the overall financial statement presentation. The 
independent auditor concluded, based upon the audit, that there was a reasonable basis 
for rendering an unmodified opinion that the Novato Sanitary District’s financial 
statements for the fiscal year ended June 30, 2016 are fairly presented in conformity 
with GAAP. The independent auditor's report is presented as the first component of the 
financial section of this report. 

PROFILE OF THE DISTRICT 
 
The Novato Sanitary District was formed in October 1925 pursuant to the Sanitary 
District Act of 1923 (California Health and Safety Code, Sections 6400 et seq). 
Established as an Independent Enterprise Special District, the District is authorized to 
provide wastewater collection and treatment services, to levy rates and fees to support 
those services, and to regulate collection of garbage and refuse.  The District is located 
in northern Marin County and is approximately 25 miles north of the City and County of 
San Francisco. 

The District has an upgraded and expanded treatment plant currently permitted for an 
average dry weather flow of 7.0 million gallons per day, providing wastewater service to 
the sewered areas of the City of Novato as well as developed areas outside the city limits.  
The District encompasses 24.66 square miles and serves a population of approximately 
60,000.  Wastewater from the District’s service area is transported to the Novato 
Wastewater Treatment Plant where is it is treated to federally and state mandated 
standards to protect the public health.   

The District also operates a Wastewater Reclamation Facility consisting of some 820 
acres of pastures in three separate sites adjacent to Highway 37.  This acreage is 
irrigated with recycled water during the summer months for grazing cattle during 5-6 
months of the year.  Another unique feature of the reclamation facility is a 10-acre 
wildlife pond utilizing recycled water.  The pond supports a variety of freshwater aquatic 
life and grasses, and is a preserve for birds and other forms of wildlife.  A third feature of 
the reclamation facility is the 6 acres of treated biosolids storage ponds and 15 acres of 
dedicated disposal site. 

Separately, in cooperation with the North Marin Water District, up to 1.7 million gallons 
per day of Title 22 recycled water can be produced for use for landscape irrigation in 
Northern and Eastern Novato.   

In addition, the District operates a Household Hazardous Waste program and is 
responsible for refuse, recycling and green-waste collection through its oversight of a 
franchise. 
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Governance 
 
The affairs of the District are directed by a five member Board of Directors elected at 
large by registered voters in the District. The Directors are residents of the District and 
have the same concerns as their constituents. The Directors, who serve four-year 
staggered terms, are responsible for establishing policy and ordinances, adopting the 
annual budget, and hiring the District's General Manager-Chief Engineer. The General 
Manager-Chief Engineer is responsible for carrying out the policies and ordinances of 
the District Board and for overseeing the day-to-day operations of the District. 

Mission and Vision 

The mission of the Novato Sanitary District is as follows: 

Novato Sanitary District provides responsible environmental and economical wastewater 
and solid waste resource management for Novato.  
 
The District’s long-term vision is as follows: 

Creating worth from all of Novato’s waste. 

FACTORS AFFECTING FINANCIAL CONDITION 
 
The information presented in the financial statements is perhaps best understood when it 
is considered from the broader perspective of the specific environment within which the 
Novato Sanitary District operates. 

Local Economy 
 
The District has a predominantly residential ratepayer base, with residential users 
accounting for 75% of equivalent dwelling units. The local economy also includes some 
2,500 commercial businesses.  No major industrial wastewater producers exist within 
the District’s service area. In general, the District’s service area is significantly built out 
with densification anticipated in the downtown area and commercial corridors.  Future 
growth areas are generally zoned very low density residential, although this is always 
subject to change by the planning agencies, i.e. City of Novato and County of Marin.   

As an independent enterprise special district having the ability to adjust service rates as 
required, the District’s operating revenues are somewhat insulated from the local 
economy.  The District’s operating revenues tend to increase with growth periods and 
stabilize during non-growth periods.   Conceivably, the greatest threat to operating 
revenues would be from a significant reduction in the service area population.  As the 
District reaches build out, it is anticipated that growth in District revenues will remain 
stable. 

Capacity fees are collected as new units are connected to the District.  During the housing 
boom of the early 2000’s the District experienced strong revenues from capacity fees.  It is 
anticipated that capacity fee revenues will slow dramatically as the District approaches 
build out, absent significant densification or zoning changes. 
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Property taxes accounted for approximately 10.4% and 11.0% of the District’s total 
revenue (including capital contributions) for FYE 2015 and 2016, respectively. Under 
current conditions in the housing market, property tax revenues are expected to 
increase moderately in the near future with increases in values and reassessments.   

Long-Term Financial Planning 
 
The District’s Board of Directors is aware of the need to ensure the District’s financial 
stability. Through a coordinated strategic process, the Board has established a series of 
financial policies and planning documents to effectively meet the District’s anticipated 
future needs. The District utilizes the information of these policies and planning 
documents to anticipate future expense obligations and to develop programs to ensure 
these expense obligations are fully funded. For example, the District’s 2011 
Comprehensive Financial Plan has guided the District’s expenditures and revenue 
needs through the 2015-16 fiscal year. In FYE 16, the District updated a portion of this 
plan by commissioning its financial consultant, Bartle Wells Associates to initiate and 
complete the 2016 Wastewater Capacity Fee Study. It is anticipated that future updates 
will be forthcoming. 

RELEVANT FINANCIAL POLICIES 

Reserve Policy 
 
The District has established a Reserves Policy (Policy No. 3500) to anticipate and 
prepare for unforeseen events, and to establish and maintain the required reserves of its 
State Revolving Fund loan and 2011 Certificates of Participation.  The District has also 
established Policy No. 3510 for Capital and Operating Fund targets and minimum fund 
balances as of July 1st each year to provide sufficient cash flow for expenses in that 
fiscal year. 

Investment Policy  
 
The District’s Investment Policy establishes guidelines for the investment of available 
funds. The Investment Policy incorporates the “prudent investor” standard as stated in 
California Government Code (CGC) Section 53600.3. The primary objectives, in priority 
order, of the District’s investment activities are the following: 1) safety, 2) liquidity, and 3) 
yield. The District’s funds are invested in the State Local Agency Investment Fund, in 
accordance with California Government Code, as described in Footnote 2 of the Basic 
Financial Statements.  

INTERNAL CONTROLS 
 
The District is responsible for establishing and maintaining an internal control structure 
designed to ensure that the District's assets are protected from loss, theft, or misuse, 
and to ensure that adequate accounting data are compiled for the preparation of 
financial statements in conformity with GAAP. The internal structure is designed to 
provide reasonable assurance that these objectives are met. The concept of reasonable 
assurance recognizes that; 1) the cost of control should not exceed the benefits likely to 
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be derived; and 2) the valuation of costs and benefits requires estimates and judgments 
by management. 
 
MAJOR INITIATIVES 
 
The District has initiated several major projects to upgrade infrastructure and ensure the 
adequacy of facilities.   
 

1) The District recently completed a major upgrade to its wastewater treatment 
facilities.  Financed by a California State Revolving Fund loan the District 
upgraded and expanded its Novato Treatment Plant to treat the combined flow of 
two wastewater treatment plants.  The upgraded treatment plant replaces two 
aging facilities with a single new modernized plant. A major new pump station 
and pipeline replaced an aging and obsolete plant.  Improvements include 
efficient treatment processes that comply with all current standards, re-use of the 
portions of the plant built since the 1980’s that are still usable, and addition of 
backup facilities in case of equipment failure or emergencies.  Debt service 
payments will be paid semi-annually through 2031 at an interest rate of 2.40%.   

 
2) A Collection System Improvement and Pump Station Rehabilitation Program is 

underway to replace aging sewer lines and pump stations that are reaching the 
end of their useful lives.  The program is designed to meet the District’s needs for 
the next 25 to 50 years. Construction is ongoing and is expected to continue for 
the foreseeable future. 

 
 
3) The District initiated a Sewer System Plan more than a decade ago.  Since then 

much progress has been made.  With about 250 miles of sewer pipelines, over 
6,000 manholes, plus other critical facilities, many of which are 50 or 60 years 
old, there is more work to do.  The District has annually invested between $1 
million to $5 million in sewer upgrades to repair the wear and tear from past 
decades.  

 
 
4) Due to the success of the District’s Lateral Replacement Program over the past 

year, the program will continue to provide incentives for ratepayers to replace 
their private laterals. The program reimburses ratepayers up to $1,500 for 
complete lateral replacement.  During the fiscal year 2016 the District contributed 
$25,500 for the replacement of seventeen damaged private laterals. 
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5) The District completed construction of the nominal 1.7 million gallons per day
(MGD), 0.85 MGD firm capacity, Recycled Water Treatment Facility in September
2012. The project is part of a regional recycled water program – North Bay Water
Reuse Authority. Twenty-five percent of the cost was covered by a grant from the
U.S. Bureau of Reclamation. Five percent was covered by a grant from the
California Department of Water Resources. The recycled water is distributed by
North Marin Water District to irrigate a golf course, landscaping, cemeteries, and
playing fields in Northern and Eastern Novato.  The Facility became operational
in September 2012. In FYE 17 and FYE 18, the District anticipates expanding the
firm capacity of this facility to 1.7 MGD.

COLLABORATIVE PARTNERSHIPS 

The District’s success in providing low-cost, high-quality service is due in part to its strategy 
of forming successful collaborative partnerships with a number of different entities: 

Zero Waste Program.  In addition to franchising garbage collection and disposal with 
Novato Disposal Service (NDS), the District is responsible for meeting mandates of AB 939, 
the California Integrated Waste Management Act of 1989.  In addition, the District and NDS  
collaboratively developed a Zero Waste Program which is anticipated to take recycling in 
the District’s service area to the next level by dramatically reducing what goes to the landfill, 
without a rate increase beyond inflation. 

Specialized Staff Sharing.  The District shares a single full-time safety officer with the 
Central Marin Sanitation Agency. The District and North Marin Water District also have a 
Mutual Aid Agreement to share highly skilled laboratory staff. 

Cost-Saving Management of Treatment Plant.  The District contracts with a private entity, 
Veolia Water, to operate its recently upgraded treatment facilities, achieving both cost 
savings and environmental compliance. 

Millions in Funding from Collaborative Recycled Water Program.  By working 
collaboratively with North Marin Water District and other neighboring and regional agencies, 
the District has obtained over $2.6 million in federal and state grant funding to expand 
recycled water use in Novato. 

INDEPENDENT AUDIT 
 
The Government Code requires an annual audit of the District's financial records by a 
Certified Public Accountant. The District selected, through a competitive process, the firm 
of Maze & Associates to conduct the audit. The auditor’s report on the financial 
statements and schedules are included in the financial section of this report. 
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MEMORANDUM ON INTERNAL CONTROL 

To the Board of Directors of 
the Novato Sanitary District 
Novato, California 

We have audited the financial statements of the Novato Sanitary District (District) for the year ended 
June 30, 2016, and have issued our report thereon dated November 16, 2016. In planning and performing 
our audit of the financial statements of the District as of and for the year ended June 30, 2016, in 
accordance with auditing standards generally accepted in the United States of America, we considered 
the District’s internal control over financial reporting (internal control) as a basis for designing our 
auditing 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 the 
District’s internal control. Accordingly, we do not express an opinion on the effectiveness of the 
District’s internal control.  

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the District’s financial statements will not be prevented, or detected and corrected on a 
timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal 
control that is less severe than a material weakness, yet important enough to merit attention by those 
charged with governance.   

Our consideration of internal control was for the limited purpose described in the first paragraph and was 
not designed to identify all deficiencies in internal control that might be significant deficiencies or 
material weaknesses and, therefore, there can be no assurance that all such deficiencies have been 
identified.  In addition, because of inherent limitations in internal control, including the possibility of 
management override of controls, misstatements due to error or fraud may occur and not be detected by 
such controls.  Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be a material weakness.  However, material weaknesses may exist that have 
not been identified. 

Included in the Schedule of Other Matters are recommendations not meeting the above definitions that 
we believe to be of potential benefit to the District. 

The District’s written responses included in this report have not been subjected to the audit procedures 
applied in the audit of the financial statements and, accordingly, we express no opinion on them. 

This communication is intended solely for the information and use of management, Board of Directors, 
others within the organization, and is not intended to be and should not be used by anyone other than 
these specified parties. 

Pleasant Hill, California 
November 16, 2016 
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2016-01:  New GASB Pronouncements or Pronouncements Not Yet Effective 

There are a number of new accounting and financial reporting pronouncements that have been issued by 
the Governmental Accounting Standards Board, the authoritative standard setting body in the United 
States. We have included the ones that may have an impact on the District’s financial statements in the 
next couple of years, to keep you informed about these developments on a proactive basis.    

Effective in fiscal year 2016-17: 

GASB 73 – Accounting and Financial Reporting for Pensions and Related Assets That Are Not 
within the Scope of GASB Statement 68 

This Statement establishes requirements for defined benefit pensions that are not within the scope of 
Statement No. 68, Accounting and Financial Reporting for Pensions, as well as for the assets 
accumulated for purposes of providing those pensions. In addition, it establishes requirements for 
defined contribution pensions that are not within the scope of Statement 68. It also amends certain 
provisions of Statement No. 67, Financial Reporting for Pension Plans, and Statement 68 for pension 
plans and pensions that are within their respective scopes.  

GASB 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 inter-period equity, and creating additional transparency. 

GASB 77 – Tax Abatement Disclosures 

This Statement establishes financial reporting standards for tax abatement agreements entered into by 
state and local governments. The disclosures required by this Statement encompass tax abatements 
resulting from both (a) agreements that are entered into by the reporting government and (b) agreements 
that are entered into by other governments and that reduce the reporting government’s tax revenues.   

The objective of this Statement is to address a practice issue regarding the scope and applicability of 
Statement No. 68, Accounting and Financial Reporting for Pensions. This issue is associated with 
pensions provided through certain multiple-employer defined benefit pension plans and to state or local 
governmental employers whose employees are provided with such pensions. 
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GASB 78 – Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans 
(Continued) 

This Statement amends the scope and applicability of Statement 68 to exclude pensions provided to 
employees of state or local governmental employers through a cost-sharing multiple-employer defined 
benefit pension plan that (1) is not a state or local governmental pension plan, (2) is used to provide 
defined benefit pensions both to employees of state or local governmental employers and to employees 
of employers that are not state or local governmental employers, and (3) has no predominant state or 
local governmental employer (either individually or collectively with other state or local governmental 
employers that provide pensions through the pension plan). This Statement establishes requirements for 
recognition and measurement of pension expense, expenditures, and liabilities; note disclosures; and 
required supplementary information for pensions that have the characteristics described above. 

GASB 80 – Blending Requirements for Certain Component Units—an amendment of GASB 
Statement No.  14 

The objective of this Statement is to improve financial reporting by clarifying the financial statement 
presentation requirements for certain component units. This Statement amends the blending 
requirements established in paragraph 53 of Statement No. 14, The Financial Reporting Entity, as 
amended. 

This Statement amends the blending requirements for the financial statement presentation of component 
units of all state and local governments. The additional criterion requires blending of a component unit 
incorporated as a not-for-profit corporation in which the primary government is the sole corporate 
member. The additional criterion does not apply to component units included in the financial reporting 
entity pursuant to the provisions of Statement No. 39, Determining Whether Certain Organizations Are 
Component Units. 

GASB 82 – Pension Issues—an amendment of GASB Statements No. 67, No. 68, and No. 73 

The objective of this Statement is to address certain issues that have been raised with respect to 
Statements No. 67, Financial Reporting for Pension Plans, No. 68, Accounting and Financial Reporting 
for Pensions, and No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are 
Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB 
Statements 67 and 68. Specifically, this Statement addresses issues regarding (1) the presentation of 
payroll-related measures in required supplementary information, (2) the selection of assumptions and the 
treatment of deviations from the guidance in an Actuarial Standard of Practice for financial reporting 
purposes, and (3) the classification of payments made by employers to satisfy employee (plan member) 
contribution requirements. 

Prior to the issuance of this Statement, Statements 67 and 68 required presentation of covered-employee 
payroll, which is the payroll of employees that are provided with pensions through the pension plan, and 
ratios that use that measure, in schedules of required supplementary information. This Statement amends 
Statements 67 and 68 to instead require the presentation of covered payroll, defined as the payroll on 
which contributions to a pension plan are based, and ratios that use that measure. 
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GASB 82 – Pension Issues—an amendment of GASB Statements No. 67, No. 68, and No. 73 
(Continued) 

This Statement clarifies that a deviation, as the term is used in Actuarial Standards of Practice issued by 
the Actuarial Standards Board, from the guidance in an Actuarial Standard of Practice is not considered 
to be in conformity with the requirements of Statement 67, Statement 68, or Statement 73 for the 
selection of assumptions used in determining the total pension liability and related measures. 

This Statement clarifies that payments that are made by an employer to satisfy contribution requirements 
that are identified by the pension plan terms as plan member contribution requirements should be 
classified as plan member contributions for purposes of Statement 67 and as employee contributions for 
purposes of Statement 68. It also requires that an employer’s expense and expenditures for those 
amounts be recognized in the period for which the contribution is assessed and classified in the same 
manner as the employer classifies similar compensation other than pensions (for example, as salaries and 
wages or as fringe benefits). 

Effective in fiscal year 2017-18: 

GASB 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 inter-period equity, and creating additional transparency. 

GASB 81 – Irrevocable Split-Interest Agreements 

The objective of this Statement is to improve accounting and financial reporting for irrevocable split-
interest agreements by providing recognition and measurement guidance for situations in which a 
government is a beneficiary of the agreement. 

This Statement requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, this Statement requires that a government recognize assets representing its 
beneficial interests in irrevocable split-interest agreements that are administered by a third party, if the 
government controls the present service capacity of the beneficial interests. This Statement requires that 
a government recognize revenue when the resources become applicable to the reporting period. 

NSD Agenda Packet 
Dec. 12, 2016 (Page 122 of 180)



This Page Left Intentionally Blank 

NSD Agenda Packet 
Dec. 12, 2016 (Page 123 of 180)



7 
REVIEW DRAFT 11/18/16 

REQUIRED COMMUNICATIONS 

To the Board of Directors of 
the Novato Sanitary District 
Novato, California 

We have audited the basic financial statements of the Novato Sanitary District (District) for the year 
ended June 30, 2016.  Professional standards require that we communicate to you the following 
information related to our audit under generally accepted auditing standards. 

Significant Audit Findings 

Accounting Policies  

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the District are included in Note 2 to the financial statements.  No new 
accounting policies were adopted and the application of existing policies was not changed during the 
year except as follows: 

The following Governmental Accounting Standards Board (GASB) pronouncements became effective, 
but did not have a material effect on the financial statements: 

GASB Statement No. 76 – The Hierarchy of Generally Accepted Accounting Principles for 
State and Local Governments 

GASB Statement No. 79 – Certain External Investment Pools and Pool Participants 

The following pronouncement became effective and is disclosed in Note 1P to the financial statements. 

GASB Statements No. 72 – Fair Value Measurement and Application  

This Statement addresses accounting and financial reporting issues related to fair value 
measurements.  The definition of fair value is 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.  This Statement provides guidance for determining a fair value measurement 
for financial reporting purposes. This Statement also provides guidance for applying fair value to 
certain investments and disclosures related to all fair value measurements. 

The requirements of this Statement enhance comparability of financial statements among 
governments by requiring measurement of certain assets and liabilities at fair value using a 
consistent and more detailed definition of fair value and accepted valuation techniques. This 
Statement also enhances fair value application guidance and related disclosures in order to 
provide information to financial statement users about the impact of fair value measurements on 
a government’s financial position. 
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Unusual Transactions, Controversial or Emerging Areas 

We noted no transactions entered into by the governmental unit during the year for which there is a lack 
of authoritative guidance or consensus. All significant transactions have been recognized in the financial 
statements in the proper period. 

Accounting Estimates 

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions about 
future events. Certain accounting estimates are particularly sensitive because of their significance to the 
financial statements and because of the possibility that future events affecting them may differ 
significantly from those expected. The most sensitive estimates affecting the District’s financial 
statements were: 

Estimated Net Pension Liabilities and Pension-Related Deferred Outflows and Inflows of 
Resources:  Management’s estimate of the net pension liabilities and deferred outflows/inflows 
of resources are disclosed in Note 10  to the financial statements and are based on actuarial 
studies determined by a consultant, which are based on the experience of the District.  We 
evaluated the key factors and assumptions used to develop the estimate and determined that it is 
reasonable in relation to the basic financial statements taken as a whole. 

Estimated Net OPEB Liability:  Management’s estimate of the net OPEB liability is disclosed in 
Note 7 to the financial statements and is based on actuarial study determined by a consultant, 
which is based on the experience of the District.  We evaluated the key factors and assumptions 
used to develop the estimate and determined that it is reasonable in relation to the basic financial 
statements taken as a whole. 

Estimate of Depreciation:  Management’s estimate of the depreciation is based on useful lives 
determined by management.  These lives have been determined by management based on the 
expected useful life of assets as disclosed in Note 1I  to the financial statements.  We evaluated 
the key factors and assumptions used to develop the depreciation estimate and determined that it 
is reasonable in relation to the basic financial statements taken as a whole. 

Disclosures 

The financial statement disclosures are neutral, consistent, and clear. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing 
our audit. 

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are clearly trivial, and communicate them to the appropriate level of 
management. Management has corrected all/certain such misstatements.  In addition, none of the 
misstatements detected as a result of audit procedures and corrected by management were material, 
either individually or in the aggregate, to each opinion unit's financial statements taken as a whole. 
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Disagreements with Management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditor's report. We are pleased to report that no such disagreements arose during the 
course of our audit. 

Management Representations 

We have requested certain representations from management that are included in a management 
representation letter dated November 16, 2016. 

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves 
application of an accounting principle to the governmental unit's financial statements or a determination 
of the type of auditor's opinion that may be expressed on those statements, our professional standards 
require the consulting accountant to check with us to determine that the consultant has all the relevant 
facts. To our knowledge, there were no such consultations with other accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the governmental unit's auditors. However, 
these discussions occurred in the normal course of our professional relationship and our responses were 
not a condition to our retention. 

Other Information Accompanying the Financial Statements 

With respect to the supplementary information accompanying the financial statements, we made certain 
inquiries of management and evaluated the form, content, and methods of preparing the information to 
determine that the information complies with accounting principles generally accepted in the United 
States of America, the method of preparing it has not changed from the prior period, and the information 
is appropriate and complete in relation to our audit of the financial statements. We compared and 
reconciled the supplementary information to the underlying accounting records used to prepare the 
financial statements or to the financial statements themselves. 

With respect to the required supplementary information accompanying the financial statements, we 
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 did not express an opinion nor provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 
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The Introductory and Statistical Sections included as part of the Comprehensive Annual Financial Report 
have not been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, accordingly, we did not express an opinion nor provide any assurance on them. 

***** 

This information is intended solely for the use of the Board of Directors and management and is not 
intended to be, and should not be, used by anyone other than these specified parties. 

Pleasant Hill, California 
November 16, 2016 
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NOVATO SANITARY DISTRICT 
BOARD AGENDA  

AGENDA ITEM SUMMARY 
TITLE:  Update on Post-Employment 
Benefits Trust. MEETING DATE: December 12, 2016 

AGENDA ITEM NO.:  6.e. 

RECOMMENDED ACTION:  Receive update on implementation of the combined Post-Employment 
Benefits Trust to address the District’s liabilities related to Governmental Accounting Standards Board 
Statement No. 45 (“GASB 45”) for Post-Employment Benefits Other than Pensions, and GASB 68 for 
Net Pension Liability (NPL), and provide further direction, if any. 

SUMMARY AND DISCUSSION:  
At its November 14, 2016 meeting, the District Board approved implementing a combined Post-
Employment Benefits Trust with Public Agency Retirement Services (PARS), Newport Beach, CA, to 
address the District’s GASB 45 and 68 liabilities.  
Subsequently, PARS provided the District with the necessary agreements and legal documents to 
implement the District’s trust program. District Counsel has reviewed these documents and they are 
now ready to be executed by the District.  At the November 14, 2016 meeting, the Board had 
authorized the General Manager to serve as the Plan Administrator and execute all required legal and 
administrative plan documents on the District’s behalf. It is expected that, unless otherwise directed by 
the Board, the General Manager will execute these documents over the next few weeks. 
At the November 14, 2016 meeting, the Board also authorized funding the combined trust program 
with an initial partial discretionary amount of $900,000 from the projected unencumbered available 
cash balance of about $2.0 million (as of July 1, 2017) in the Operating Fund. Further, the $900,000 
amount was to be divided into contributions of $700,000 to the GASB 45 portion of the trust program, 
and $200,000 to the GASB 68 portion of the program, with both contributions invested on a monthly, 
“dollar-cost averaging” basis. It is anticipated that the District’s trust program/fund will be in place by 
the end of the year or early next year. Therefore, staff anticipates the District will transmit six (6) or 
seven (7) equal monthly payments totaling $900,000 into its trust fund over the remainder of this 2016-
17 fiscal year, depending on the timing for completion of the program set-up. Further, individual 
monthly payments will be presented for Board approval on an ongoing basis, consistent with the 
District’s standard disbursement practices. 
Also, the Board provided a “conservative” investment philosophy and a desired 3%-5% long term 
investment goal for the combined PARS trust fund. PARS offers two “conservative” implementation 
strategies that fit these parameters, i.e. Highmark PLUS, and Index PLUS (see attached Investment 
Strategy Selection and Disclosure Form, and data sheets). Of these two options, the Highmark PLUS 
has an active investment approach utilizing actively managed mutual funds, while the Index PLUS has 
a passive investment approach utilizing well known, index based securities, including exchange traded 
funds (ETFs). The Index PLUS thus appears to be the more conservative of the two options, and 
District funds will be directed to the Index PLUS option, unless otherwise directed by the Board. 

ATTACHMENTS: 1. PARS Investment Strategy Selection and Disclosure Form, and 
2. Data sheets for the Highmark PLUS and Index PLUS implementation strategies.

STRATEGIC PLAN INFORMATION: This item addresses Goal 4 (Well Planned Finances with a Long 
Range Outlook) of the latest Strategic Plan Update. It also addressess other goals of the Strategic 
Plan including Goal 1 (Operational Excellence), and Goal 3 (Alignment and Communications). 
DEPT. MGR.: lc, ssk GENERAL MANAGER: SSK 
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NOVATO SANITARY DISTRICT 
BOARD AGENDA ITEM SUMMARY 

TITLE:  Wastewater Operations Report, 
November 2016. 

MEETING DATE: December 12, 2016 

AGENDA ITEM NO.: 7.a. 

RECOMMENDED ACTION: Receive Wastewater Operations Report for November 2016. 

SUMMARY AND DISCUSSION:  
The November 2016 Wastewater Operations Report incorporating operations reports for wastewater 
treatment operations, collection system operations, and the reclamation facilities is attached.  
District and Veolia staff will be present at the meeting to provide overviews of the reports for their 
operational areas, and be available to discuss the reports or respond to any questions. 

ATTACHMENTS: 1. Wastewater Operations Report for the month of November 2016. 

STRATEGIC PLAN INFORMATION: This item addresses Goal 1 (Operational Excellence) and Goal 2 
(Reliable and Efficient Facilities) of the latest Strategic Plan Update. 

DEPT. MGR.: JB (Veolia), SRK, DD, EB GENERAL MANAGER: SSK 
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Novato Sanitary District 
Wastewater Operations - Collection System Operations Report 

November 2016 

                      Air Relief Valve Maintenance 

1.0 General: 

The equivalent of about seven (7) full time employees (FTE) worked in the Collection System 
Department during the month of November. The breakdown of staff time for the month in terms 
of equivalent full-time employee hours utilized, works out approximately as follows:  

 1.9 FTE field workers for Sewer Maintenance (main line cleaning)
 1.1 FTE field workers for Pump Station Maintenance
 0.1 FTE field workers for Closed Circuit Television (CCTV) work
 1.5 FTE field workers for time spent on data input, training, service calls, overflow

response, or any other activity that does not directly relate to main line cleaning, CCTV
work, pump station maintenance, or special activities (for e.g. smoke testing of
mainlines), and

 An equivalent of 2.3 FTE field workers for vacation, holiday or sick leave.

2.0 Collection System Maintenance: 

Performance metrics for the department are presented in the attached graphs showing the 
length of line cleaned/month, footage cleaned/hour worked, overflows/month, and the CCTV 
footage achieved. A brief discussion is also provided below. 

Line Cleaning Performance 

A total of 361 work orders were generated for November by the ICOM3 Computerized 
Maintenance Management System (CMMS). 
Staff completed 345 work orders leaving 16 
work orders outstanding. The 345 maintenance 
work orders completed in November resulted in 
68,399 feet of sewer pipelines cleaned by staff. 
The remaining 16 work orders will be completed 
in December. 

Root Treatment: 

In July, the Collections Department began the 
annual root treatment program of selected 
sewer mains and manholes to inhibit root 
growth and prevent sewer overflows. With the 
assistance of District staff, this work was 
completed in August by an outside vendor 
who foam treated 264 line segments (work 
orders) totaling 53,409 feet. In October, during routine follow up maintenance, staff identified 3 
line segments that required re-treatment under warranty. Taking advantage of the additional 
visit by the contractor, staff identified 19 additional line segments in need of root treatment. As a 
result, the additional line segments totaling 3,778 feet, plus 10 manholes were treated in 
November.   

CCTV Performance: 

The District’s CCTV van was in the field for three working days in November and televised 17 
line segments, totaling 4,261 feet of sewer main inspected. Production from the CCTV van has 
been limited due to breakdowns of the CCTV program. The current program is no longer fully 
supported by the vendor and staff has been evaluating other programs to replace it. Staff also 
conducted 62 sewer main inspections, totaling 10,731 feet, using the push camera.  
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Novato Sanitary District 
Wastewater Operations - Collection System Operations Report 

November 2016 
 

 

  

             Portable Generator Training Exercise

CCTV Findings:  

 Infrastructure related: In November, CCTV work did not identify any areas that require 
immediate spot repairs. 

 O&M related: The November CCTV work did not identify any area that required a change in 
sewer line maintenance operations.  
 

3.0 Pump Station Maintenance: 

The Collection System Department conducted 221 lift station inspections this month. 101 of the 
inspection visits were generated through the District’s JobsCal Plus CMMS system. There are 
four (4) outstanding work orders for the month, zero correctives and four (4) preventives. A 
Collection Systems (Pump Stations) Work Order Statistics summary is attached.   
 
4.0 Air Relief/Vacuum Valves (ARVs): 

Staff completed maintenance inspections on seventeen (17) air relief/vacuum valves.   
 
5.0 Safety and Training:  

General: Collection System staff attended six (6) safety tailgate meetings in November.  

Specialized training:  All staff members participated in the annual Hearing Protection training 
with follow up hearing tests. 

Collections Department staff members 
participated in a Portable Generator Setup 
training exercise.  

Collections Department staff members 
participated in a Lock Out Tag Out/ Energy 
Control training exercise.  

Special recognition: Collections Department 
staff member, Aaron Hendricks received the 
2016 Collection System Worker of the Year 
Award for the CWEA Redwood Empire Section 
at the Section’s annual awards banquet in 
Vallejo. 

Safety performance: There were no lost time 
accidents this month for a total of 2,089 accident free days since the last lost time accident. 

 
6.0 Minor Projects: 

Staff recently installed a PACP (Pipeline Assessment and Certification Program) version of the 
existing CCTV program to test in the field. Half of the Collections Department staff was PACP 
trained and certified earlier this year. The remaining Collections staff will be trained in 2017.  

 
7.0 Sanitary Sewer Overflows (SSOs): 

There were zero (0) sanitary sewer overflows in November. 
 
                                                           ******* 
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Jan Feb March April May June July August Sept Oct Nov Dec
Total Year to 

Date
Average Year 

to Date

A.  Employee Hours Worked
Number of FTEs (main line cleaning), hrs. 1.9 1.3 1.7 2.0 2.7 2.0 1.7 1.5 0.4 1.1 1.9 0.0 NA 1.5
Number of FTEs (other) 2.5 3.5 3.3 2.8 2.2 2.3 3.3 2.2 3.0 2.6 1.5 0.0 NA 2.4
Number of FTEs (CCTV) 0.1 0.1 0.0 0.0 0.0 0.1 0.4 0.5 0.0 0.2 0.1 0.0 NA 0.1
Total, FTEs 4.5 4.9 4.9 4.9 4.9 4.4 5.3 4.2 3.5 4.0 3.5 0.0 NA 4.1
Regular Time Worked, (main line cleaning), hrs 332 216 282 362 465 362 274 276 78 194 336
Regular Time Worked on Other, hrs (1) 426 556 552 496 388 402 534 417 521 441 266
Regular Time Worked on CCTV (2) 19 17 0 7 0 16 66 95 4 42 24

Total Regular time, worked, hrs 776 788 834 865 853 779 874 788 603 677 626 0 8,462 705
Total Vacation/Sick Leave/Holiday, hrs 225 238 262 89 192 156 127 315 417 209 416 2,645 240

Vacation/Sick Leave/Holiday, FTEs 1.3 1.5 1.6 0.5 1.1 0.9 0.8 1.7 2.4 1.2 2.3 0.0 15.3 1.3
Overtime Worked on Coll. Sys., hrs 2 0 0 0 3 8 0 0 0 10 0 23 2
Overtime Worked on Other, hrs (1) 65 6 19 30 6 10 14 16 6 14 24 209 19
Overtime Worked on CCTV (2) 0 0 0 0 0 0 2 0 0 0 0 2 0

Total Overtime , hrs 67 6 19 30 9 18 16 16 6 24 24 NA 234 21
B.  Productivity
1. Line Cleaning
Rodder Work Orders generated 59 10 41 45 204 64 87 35 9 22 85 661 60
Rodder 3208 ft. cleaned 11,888 2,289 8,682 9,749 36,994 10,476 13,754 5,308 0 4,379 15,877 119,396 10,854
Rodder - outside services, ft cleaned 0 0 0 0 0 0 0 0 0 0 0 0 0
Flusher Work Orders generated 227 237 307 350 248 268 221 194 128 221 276 2,677 243
Truck 3205V ft. cleaned 14,729 6,341 5,004 5,886 2,776 4,295 0 2,217 2,072 9,995 4,292 57,607 5,237
Truck 3206V ft. cleaned 38,305 39,088 52,713 61,606 42,516 49,467 45,445 36,441 14,950 20,539 48,230 449,300 40,845
Flusher - outside services, ft. cleaned 0 0 0 0 0 0 0 0 0 0 0 0

Total Footage cleaned(3) 64,922 47,718 66,399 77,241 82,286 64,238 59,199 43,966 17,022 34,913 68,399 NA 626,303 56,937
Work Orders completed 278 247 348 395 452 332 424 377 102 169 345 3,469 315
Work Orders backlog 8 NA NA NA NA NA NA NA 35 74 16 NA 133 33
2. Closed Circuit Television (CCTV)
Camera Work Orders generated 0 0 0 0 0 0 0 0 0 0 0 0
CCTV Truck  3126T, ft. videoed 843 540 0 541 0 652 10,374 12,498 186 4,863 4,261 34,758 3,160
CCTV (hand cam), ft. videoed 1,669 0 456 2,210 0 1,754 5,487 793 0 0 10,731 23,100
CCTV Inspection - outside services, ft. videoed 0 0 0 0 0 0 12,322 0 0 0 0 12,322

Total CCTV footage(3) 2,512 540 456 2,751 0 2,406 28,183 13,291 186 4,863 14,992 NA 70,180
C.  Sanitary Sewer Overflows (SSOs) 4 2 5 1 0 1 0 0 1 1 0 15 NA
Minor (Category III) 3 1 4 1 0 0 0 0 1 0 0 10 NA
Major (Category II) 0 1 1 0 0 0 0 0 0 0 0 2 NA
Major (Category I) 1 0 0 0 0 1 0 0 0 1 0 3 NA
Overflow Gallons 482 290,330 2,308 20 0 540 0 0 75 7,900 0 301,655 NA
Volume Recovered 130 147,250 760 20 0 165 0 0 75 50 0 148,450 NA
Percent Recovered 27% 51% 33% 100% NA 31% NA NA 100% 1% NA NA 49% NA
D.  Service Calls (non-SSO related)
Service calls, normal hours, # 8 7 8 4 5 9 4 4 9 6 8 72 7
Normal hours S.C. response time, mins (avg.) 20 17 18 17 16 25 13 25 12 15 22 200 18
Service Callouts, after hours, # 5 3 1 1 1 0 0 1 1 2 1 16 1
After Hours S.C. response time, mins (avg.) 17 27 16 60 35 0 0 16 54 23 17 265 24
E.  Benchmarks
Average Ft. Cleaned/Hour Worked 196 221 235 213 177 178 216 159 218 180 204 NA NA 200
Total Stoppages/100 Miles 1.8 0.9 2.2 0.4 0.0 0.4 0.0 0.0 0.4 0.4 0.0 0.0 6.5 NA
Average spill response time (mins) 15 31 11 11 0 15 0 0 23 18 0 NA 11
Callouts/100 Miles 2.2 1.3 0.4 0.4 0.4 0.0 0.0 0.4 0.4 0.9 0.4 0.0 7.0 0.6
Overtime hours/100 Miles 1 0 0 0 1 4 0 0 0 4 0 0 10.22 1
Overflow Gallons/100 Miles 210 126,230 1,003 9 0 235 0 0 33 3435 0 - 131,154         10930

(2)This category separates time spent on CCTV from other Collection System maintenance activities.
(3) Does not include outside services (tracked separately)

Novato Sanitary District
Collection System Monthly Report For November 2016 (as of November 30, 2016)

(1)This category includes time spent on: Data input, Training, Service Calls, Overflow Response, as well as any other activity that does not directly relate to main line cleaning or CCTV work.
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Collection System: 2016 & 2015 Graphs
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Jan Feb March April May June July August Sept Oct Nov Dec
Total Year 

to Date

Average 
Year to 
Date

Employee Hours Worked 238 185 252 238 235 251 186 242 254 355 253 0 2,688
Number of Employees (FTEs) 1.4 1.0 1.2 1.1 1.2 1.2 0.9 1.1 1.1 1.8 1.1 0.0 1.1
Regular Time Worked on Pump Sta 183 157 210 194 202 217 148 207 196 298 205 2,216
Overtime Worked on Pump Sta 55 28 43 44 33 34 38 35 58 57 49 473
After Hours Callouts 4 1 8 2 0 1 4 6 1 3 4 34
Average Callout response time (mins) 30 10 34 28 0 15 31 25 45 10 42 270 25

Work Orders
Number generated in month 136 106 89 92 115 91 95 107 78 116 101 1126 102
Number closed in month 111 106 89 92 115 91 93 107 69 110 97 1080 98
Backlog 25 0 0 0 0 0 2 0 9 6 4 0 46 4

Novato Sanitary District

Pump Station Report For November 2016 (As of November 30, 2016)
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Open Work Orders 
Due Prior to 11/1/2016

Open Work Orders 
11/1/2016-11/30/2016

Total Open 
Work Orders

Preventive 4 156 160
Corrective 0 0 0
Total 4 156 160

Closed Work Orders 
11/1/2016 - 11/30/2016

Preventive 152
Corrective 0
Total 152

Total 
Outstanding 
Work Orders as 
of 11/30/2016 8

Job Cal CMMS  

November 1, 2016-November 30, 2016
WORK ORDER STATISTICS
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NOVATO SANITARY DISTRICT 
Wastewater Operations - Reclamation Facilities Report 

November 2016 
 
1.0 Summary: 

The rancher moved all operations off site this month.  Repairs and improvements were 
completed at the two Drainage Pump Stations. 
 
2.0 Ranch Operations:  

Livestock was removed from all three Sites.  There are no other reportable actions for ranch 
operations. 

3.0 Irrigation Parcels: 

Staff began receiving repeated composite alarms from Drainage Pump Station No. 3 this 
month.  After some investigative work, staff determined that the alarms were being caused 
by a loose float in the basin below the pump station.  With the assistance of the Marin-
Sonoma Mosquito & Vector Control District, staff accessed the area below the pump station 
deck and re-secured the float. 

In addition to the float fix, staff took the opportunity to change the primary level control 
system for each pump station from a float control system to an ultrasonic level control 
system.  The ultrasonic equipment was previously in place to remotely monitor the level of 
the basin below the pump station.  With a few wiring modifications, the ultrasonic system is 
now the primary control system and the float system is a redundant backup level control 
system. 

During the control system work, staff discovered that some of the piping for the air relief 
valves on the discharge lines at Drainage Pump Station No. 7 had corroded to a point that it 
needs to be replaced.  Staff requested a quote from a local contractor, the quote was 
approved, and work is scheduled to be completed once the new parts are received. 
 
4.0 Irrigation Pump Station: 

There were no irrigation activities this month. 
 
5.0 Sludge Handling & Disposal:  

There were no sludge handling activities this month. 
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January February March April May June July August September October November December

Total Year 

to Date

Annualized 

Monthly 

Average

Irrigation Pump Station

Plant flow to ponds (MG) 0 0 0 0 0 90 86.1 90.72 93.36 124.14 0 484.3         40.36

Irrigation (MG) 0 0 0.0 0 0 33.83 69.51 72.89 64.77 66.18 0 307.2         25.60

Irrigation Pump 1 Hours 76.9 86.5 0 100.3 109.3 0 373.0         31.08

Irrigation Pump 2 Hours 75.8 134 190.3 139.9 108.3 0 648.3         54.03

Irrigation Pump 3 Hours 76.3 117.4 187.9 131 101.4 0 614.0         51.17

Washdown Water Pump Hours ‐              0.00

Wildlife Feed Pump Hours 744 696 744 720 744 696 770.5 741.9 720.8 647.2 720 7,944.4      662.03

Water Circulated through Wildlife Pond (MG) 46.872 43.848 46.872 45.36 47 44 49 46.74 45.41 40.77 45.36 0 500.5         41.71

Strainer No. 1 Hours 23.9 41.5 47.1 47.1 40 0 199.6         16.63

Strainer No. 2 Hours 18.8 41.8 47.2 47.1 40 0 194.9         16.24

Pond 1 Gauge @ Beginning of Month 3.1 3.9 3.9 4.4 4 3.5 5.8 5.7 5.7 6.2 7.2

Pond 1 Gauge @ End of Month 3.9 3.9 4.4 4 3.5 5.8 5.7 5.7 6.2 7.2 7.6

Pond 1 Gallons Stored @ End of Month(MG) 27.2 27.2 31.2 28 24 43 42 42 46.8 54.6 57.8

Pond 2 Gauge @ Beginning of Month 3.1 3.9 3.9 4.4 4 3.5 5.8 5.7 5.7 6.2 7.2

Pond 2 Gauge @ End of Month 3.9 3.9 4.4 4 3.5 5.8 5.7 5.7 6.2 7.2 7.6

Pond 2 Gallons Stored @ End of Month(MG) 35 35 40 36 31 55 54 54 59.4 70 74.2

Total Irrigation Water Stored 62.2 62.2 71.2 64 55 98 96 96 106.2 124.6 132 0

Drainage Pump Station No. 3

Drainage Pump No. 1 Hours 341.4 0.2 386 15.1 0 0 0 0 0 0 0.9

Drainage Pump No. 2 Hours 0 34.7 0 0 0 0 0 0 0 1.9 8.8

Drainage Pump No. 3 Hours 0 1.9 0.1 0 0 0 0 0 0 91.3 52.6

Total Gallons Stormwater Pumped (MG) 102.42 11.04 115.83 4.53 0 0 0 0 0 27.96 18.69 0 280.47 23.37

Drainage Pump Station No. 7

Drainage Pump No. 1 Hours 131.7 0.2 72.4 3.4 0.2 0 0 0 0 0 0.1

Drainage Pump No. 2 Hours 14.2 13 0 0 0.7 0 0 0 0 2 48.7

Drainage Pump No. 3 Hours 2.9 0 41.3 12.2 0.6 0 0 0 0 58.9 30.7

Total Gallons Stormwater Pumped (MG) 66.96 6 51 7.02 0.675 0 0 0 0 27.41 35.775 0 194.94 16.25

NOVATO SANITARY DISTRICT

Reclamation Facility ‐ Monthly Statistics for Calendar Year 2016, as of November 2016
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