RANCHO MURIETA COMMUNITY SERVICES DISTRICT
15160 Jackson Road, Rancho Murieta, CA 95683
Office - 916-354-3700 * Fax - 916-354-2082

FINANCE COMMITTEE

(Director John Merchant)
Regular Meeting
July 10, 2025, at 10:00 a.m.

All persons present at District meetings will place their cellular devices in silent and/or vibrate mode (no ringing of
any kind). During meetings, these devices will be used only for emergency purposes and, if used, the party
called/calling will exit the meeting room for conversation. Other electronic and internet enabled devices are to be
used in the “silent” mode. Under no circumstances will recording devices or problems associated with them be
permitted to interrupt or delay District meetings.

AGENDA

1. Call to Order

2. Comments from the Public

If you wish to speak during Comments from the Public or would like to comment regarding an item appearing
on the meeting agenda, please complete a public comment card and submit to the Board Secretary prior to
Public Comments.

3. Information Item Finance Report
4. Information Item Audits Update

5. Discussion Item Placing Delinquent Accounts on Tax Roll of Sacramento County for
Collection

6. Director and Staff Comments/Suggestions

7. Adjournment

"In accordance with California Government Code Section 54957.5, any writing or document that is a public record, relates to an open
session agenda item and is distributed less than 24 hours prior to a special meeting, will be made available for public inspection in
the District offices during normal business hours. If, however, the document is not distributed until the regular meeting to which it
relates, then the document or writing will be made available to the public at the location of the meeting."

In compliance with the Americans with Disabilities Act if you are an individual with a disability and you need a disability-related
modification or accommodation to participate in this meeting or need assistance to participate in this teleconference meeting, please
contact the District Office at 916-354-3700 or awilder@rmcsd.com. Requests must be made as soon as possible.

Note: This agenda is posted pursuant to the provisions of the Government Code commencing at Section 54950. Posting location is District Office. The
date and time of this posting is July 2, 2025 at 2:00 p.m.



MEMORANDUM

Date: July 8, 2025

To: Finance Committee

From: Cecilia Min, Interim Director of Finance and Administration

Subject: ~ Finance Report

1. Audit 21/22
TASK Projects ASSIGNED TO PROGRESS START END

Responding to Auditors outstanding Item Listing Audit 21/22 All RMCSD staff 100% 5/7/25 6/6/25
Audit Field Work Testing Audit 21/22 All RMCSD staff 7% 6/6/25 7/11/25
Financial Statement preparation Audit 21/22 RH - Cecilia 0% 7/11/25 7/25/25
Review First Draft of Financial Statement Audit 21/22 RH - Cecilia 0% 8/1/25 8/8/25

Encountered numerous challenges in the past five weeks as follows:

a.

b.

One of the bank reconciliations was adjusted by $525K — this is a prior period adjustment.

Overstatement of expenses of $263K in the prior audit FY 20/21. This is a prior period
adjustment.

Fixed asset accounting was not completed. Fixed assets, depreciation, and gain/loss from asset
disposal accounts were adjusted by $1 million.

FY 21/22 accounting data was migrated to a new database. This caused confusion among the
accounting team members as the two databases do not have the same set of data.

RMCSD received developer fees, paid for developmental projects but the fees were not treated
as revenue and related administration costs were not consistently charged to the developers.

Costs associated with development projects should also be treated as fixed assets. Both
developer fees and fixed assets were adjusted for $883K.

Discovered that fire hydrant meters have not been read for several years. Added this to the June
meter workflow to capture the revenue and need rework. This was adjusted down by $33K.

Accounts payable aging report (the details of outstanding vendor invoices) were overstated by
$263K

Water Treatment Plant loan balance between the sewer and water funds was understated by
$78K. In the past years since 2014, the residents’ collection only paid off the principal balance.
Per Board Resolution 2014-10 section 2, interest should also be paid back between the two
funds. Increase the loan balance by $67K.

Due to the above problems encountered and adjustments made, auditors also must rework many of their
audit workpapers. Based on the auditors’ feedback, the first draft of the financial statements should be
ready by the first week of August.



Material weakness

Due to the number of adjustments, the audit report will note the material weakness in internal control

deficiencies.

2. Audit 22/23 and 23/24

a. Audit progress has been slowed as the RH consultants assisted with the FY 21/22 audit for the past

six weeks.

b. In order to start using Great Plains (GP) again for bank reconciliations, which is one of the basic
requirements of the monthly accounting process, we will be uploading all data in an acceptable
format to GP. This is a new process Staff and have been working with GP consultants for the past 4
weeks. RH team has been reviewing dataset for this new process.

c. RH team also started to prepare for the interim audit request.

Reconstruction of accounting - mostly cash receipts

Review of the above accounting

Reinput the above transactions into the accounting system

Interim Audit Preparation

Balance Sheet Reconciliation

Review Balance Sheet Reconciliation

Audit Workpaper Preparation

Audit Field Work Testing

Financial Statement preparation & Partner Review

Review First Draft of Financial Statement

Audit 23/24

Audit 23/24

Audit 23/24

Audit 23/24

Audit 23/24

Audit 23/24

Audit 23/24

Audit 23/24

Audit 23/24

Audit 23/24

RH - Shae

RH - Cecilia

RH - Shae

RH - Shae

RH - Shae

RH - Cecilia

RH - Shae

RH - Shae

RH - Michelle

RH - Michelle

100%

100%

12%

4%
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0%

0%

0%

0%

0%

6/24/125

717125

1122125
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8117125

8/26/25

9/9/25

10/2/25

7/122i125

71225

8/9/25

8725

822/25
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9/29/25
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3. Audit 24/25

a. A new consultant started but assisted with the audit of FY 21/22. She is starting FY24/25 this week.

Reconstruction of accounting - March to June Audit 24/25 RH - Danielle 0% 717125 8/6/25

Interim Audit Preparation Audit 24/25 RH - all 0% 8/6/25 8/13/25
|4 r

Balance Sheet Reconciliation Audit 24/25 RH - all 0% 8/6/25 8/21/25

Audit Workpaper Preparation Audit 24/25 RH - all 0% 8/21/25 8/28/25

Review Balance Sheet Reconciliation + Audit Preparation Audit 24/25 RH - Cecilia 0% 8/28/25 9/11/25
r r

Audit Field Work Audit 24/25 RH 0% 9/16/25 10/1/25

Financial Statement and Manager Review Audit 24/25 RH - all 0% 10/1/25 10/15/25

4. Status Delinquent Accounts

July 2025
Number of
Status Customer Total Collected
Pay in Full 23 $ 71,560
Payment plan 24 $ 50,840
Total $122,440
Remaining accounts 56
to be collected $41,831.91




Business Process Improvement



Developer Deposit Administrative Charges

Issues
e FY 21/22 audit — direct operation staff time was not consistently charged for all developer
projects
e Direct operation staff charges were without benefit
e Admin charges were missing. (Admin expenses — utilities, insurance, admin staff time, and
others)
e Developer Deposits Policy and Contract terms are not explicit.
RANCHO MURIETA COMMUNITY SERVICES DISTRICT
Category: Finance Policy # 2009-02
Title: Developer Deposits
PURPOSE

It is the policy of the Rancho Murieta Community Services District (District) that parties (developer
or owner) undertaking development projects within the District boundaries and requesting services
from the District, pay any and all costs and expenses associated with providing service to the
development project, including (1) reviewing, evaluating, processing and approving requests for
service; (2) evaluating and analyzing water/sewer system changes or additions; and (3) other
related studies, evaluations, reports or plans ("Development Related Services"). Cost and
expenses shall include, but not limited to, costs of consultant services, legal counsel and District
administrative staff. Existing customers of the District shall not be required to pay for or subsidize
the provision of District services to new development projects. In order to implement this policy,
the following procedures are hereby established:

Excerpt of Contract

3. Payments to District

3.1.  For District Services. Upon execution of this Agreement, Developer agrees to advance to
District the deposit amount set forth in Attachment A to fund the District engineering, legal and
administrative services in connection with District’s study and investigation of water, sewer,
drainage, and recycled water (if applicable) service to the Project, plan review, inspection of
construction, testing of improvements, and other costs incurred by District in the performance of its
duties under this Agreement and otherwise in connection with extending and providing water,
sewer, drainage, and recycled water facilities and service to the Project. District will draw on this
deposit to pay or reimburse periodic invoices from the District consultants and to reimburse District

for the cost of District staff time and materials. If, before completion of the Work, the deposit
becomes depleted or 20% or less of the deposit remains, District reserves the right to require
additional deposits to cover additional anticipated District costs. If any requested deposit or
payment is not timely made, District may so notify Developer and it will have ten days to cure the




Recommendations

1. Consider changing the contract terms similar to the following format. Our operations staff should be
charged at a fully loaded rate which includes workers’ compensation, pension and benefit rates. The
goal is to cover all costs incurred by the district.

Classification Rate Per Hour
Partner $225
Senior Manager 210
Managers 190
Supervisors 160
Seniors 130
Staff 110
Admunistrative or clerical 75

2. Administrative costs should also be assessed at a basic 10% to 15%. The goal is to cover the
administrative burden by the district for insurance, utilities, and others.

3. Staff involved with developer projects should capture their time consistently in their time sheets.

4. All billing and administrative rates should be adjusted and reviewed in the annual budget.



Cross-Training Front Office Staff

Issues:

Checks received were not deposited in a timely manner when staff were on vacation or on sick
leave.

Check/Credit card payments received were not reconciled to the bank in a timely manner.

FY 23/23 and FY 23/24 audit preparation — we found that there were more returned checks than
recorded in Tyler.

Only 1 person is assigned/trained to deposit checks.

Only 1 person can perform accounts payable functions.

Recommendations:

Goal — to scan all checks into the bank and post them to the utility system within 2 business days.

Goal — to reconcile all cash receipt activities (credit cards, ACH, checks) to the bank within 5 business days.

a.

Create a stand-alone computer with scanner and credit card terminals so that more than 1 staff
can scan checks and accept credit card payments. This will alleviate the backlog when one
person is out sick or on vacation.

Cross-train another staff member to have 2 people who can perform the same task.
Create backup schedule for all Front Office Staff functions (AP, AR, others).

All cash receipt payments (cash, checks, credit card) need to be reconciled to the bank by end of
the day, Thursday.

Create procedure manual (step by step guide).



Fire Hydrant Meter Deposit

Issues:
e Fire hydrant meter deposit reconciliation and billing have not been done consistently for many years.
e Fire hydrant meter reading is not added to the monthly utility route.
e Refunds are not done correctly and consistently.
e Water usage is not recorded or calculated correctly in some cases.
e Monthly invoices were not entered into the accounting system.
e Refunds, invoices and water usage were coded incorrectly into the accounting system.
Recommendations:
1. Added the Fire Hydrant reconciliation as part of the monthly accounting process.
2. Refunds will be made within 30-90 days of return of meter and should be done by accountant after
balance sheet reconciliation — add this process to the policy or procedure.
3. Fire hydrant meter will be read on the 1% of every month for the past month’s activities.
4. Related billing will be done the first week of each month and reviewed. Invoices will be generated
and recorded in the accounting system.
5. Update the procedure manual.
6. Cross train all front office staff members.
7. Per Hydrant meter deposit agreement, a monthly charge of $50 fee for meters without change in

meter usage.



Developer Deposit Accounting Process

Issues:

e Developer deposits include connection fees, security impact fees, and other inspection fees. Accounting
staff must recalculate the breakdown of these cash receipts again, which added to the workload.

e Developer deposit reconciliation and billing have not been done consistently for many years until FY
24/25.

e Fixed assets in this process were not treated as fixed assets and related charges were not treated as non-
operating revenue. They were all netted off in the developer deposit accounts.

¢ Quarterly Project Status Cost Accounting Report is not provided.

Recommendations:

1.

[98)

Operations will forward an itemized breakdown of the developer deposits along with signed
agreements to the front office staff. Front office staff will then enter these invoices into the
accounting system with correct breakdown of connection fees, security impact fees, and other fees.
This will be done directly by the Front Office Staff instead of the accountant.

Accountant should prepare monthly reconciliations for these projects and quarterly project status
cost accounting reports should be forwarded to the developers. A monthly progress meeting should
also be set up with Operation team to discuss the progress of all projects.

Follow the district policy 2009-02 and 2009-04

Per the Policy” In the event that the developer’s initial deposit is expended to below an agreed
minimum balance and additional funds are not deposited in the manner provided in the agreement,
the District shall stop all development related services”. We need to establish the “agreed minimum
balance”. My recommendation is 10% of the executed agreement and should be collaborated with
the Operations team.

All invoices related to this should be entered into as “construction in progress” and then fixed assets
when the development is finished.

All charges should be treated as non-operating revenue separate from revenue generated from the
utility.



Accounting Process

Issues:
e Balance Sheet Reconciliations were not performed monthly.
e Data Entry is done by two different staff members for the same transaction — inefficient use of
manpower.
Recommendations:

1. Miscellaneous Deposit Entry — Miscellaneous deposits are barcode fees, developer deposits, fire
hydrant deposits, and others. Currently, one front office staff creates an excel worksheet of the
amount and the various deposit details and provides that to the accountant to post in the accounting
system. Going forward, the front office staff will enter this directly into the accounting system (GP),
creating efficiency.

2. Payroll Journal — payroll journals include biweekly payroll, pension and health benefit payments.
This information is prepared in an excel worksheet by the payroll personnel and provided to the
accountant to enter in the accounting system. Going forward, the payroll person will enter directly
into the accounting system (GP), creating efficiency.

3. The above steps will free up the accountant to prepare balance sheet reconciliations that are crucial
to the monthly accounting process.



IRC allocation

Two Steps:

1. Balance Sheet allocation. All checks were disbursed in the administration fund and then they need to be
transferred back to the other funds (water, wastewater, drainage.....) based on the objective of the
expenses. Example, If Admin Fund makes a payment to Cal-Waste, this payment and related expenses
need to be transferred back to the Solid Waste fund.

2. Revenue and Expenses are then also allocated based on annual allocation rate (IRC), which we call
overhead allocation. Example, if Admin Fund makes payments for insurance, utilities and front office
salaries, these expenses should be recorded also in the other funds through overhead allocations.

Issues:

e Asdescribed in Step 1, we need to transfer the payment made to Cal-Waste from Admin Fund to
Solid Waste Fund. The process used to involve deducting this check amount from the bank account
of Admin Fund. During the monthly bank reconciliation process, which compares the bank
statement transactions to checks issued in the accounting system. This check appears to be zero,

which caused confusion and mistakes. This process caused the $500K discrepancy noted in the
Audit FY 21/22.

e As described in Step 2, the current allocation is done monthly, and it involved a very manual
process.



Recommendations:
1 Use the automated Interfund Management Module within Great Plain. Use Due To/From accounts

wmmm Microsoft Dynamics GP Interfund Management —
RSM |t's Not Just For Non-Profits

October 30, 2009 — By RSM US LLP / About Microsoft Dynamics GP, Dynamics ERP for Not for Profit, ERP Software

Information
Visit Website View Our Posts

It's true, typically non-profit organizations use Interfund Management but this example demonstrates how other

companies are using the functionality.

The Intercompany functionally in Microsoft Dynamics GP allows for the allocation of transactions such as payables
invoice expenses, across multiple company databases while automatically creating the corresponding Due To/From
transactions. However, this can also be accomplished within a single company database using the Clearing

Fund/Central Treasury Method of the Interfund Management functionality included with Intercompany.

For example, you are a company that has several divisions all within one company database. You want to pay all
invoices out of one checking account and allocate the expense to one/many divisions while automatically create a
corresponding Due/To From transaction. The Clearing Fund/Central Treasury Method will allow you to distribute the
expense to one/many divisions while tracking how much each division owes to the central fund. The segment in the
chart of accounts that represents the division is used as the “Fund Segment” when setting up Interfund Management.
Complete distribution detail, including all Due,/To From transactions, can be viewed in the General Ledger Detail

Inquiry window.

When a check is paid out in Admin Fund for Solid Waste fund as shown below, the interfund Module
will generate the due to/from account automatically. Currently, this is a manual process.

Admin Fund Solid Waste Fund Notes

Bank account -3000 Check issued from
Admin Bank account

Cal-Waste Expense 3000 Expenses in SW Fund

Interfund Module

Due From Solid Waste 3000 Receivable from Solid
Waste

Due To Admin Fund -3000 Payable to Admin

3. Automate allocation process by using Great Plain Allocation Module from this manual calculation of all
accounts in excel and then manual post to the accounting system.



Manual Excel Allocation

Vanable
Allocation  Distribution Distribution
Account Accounts Breakdown Accounts Amounts
000-6180-00
100-6180-00
100-9010-00 50,000 5% S 500.00
200-6180-00
200-9010-00 50,000 5% S 500.00
300-6180-00
300-9010-00 350,000 35% S  3,500.00
400-6180-00
400-9010-00 200,000 20% S 2,000.00
500-6180-00
500-9010-00 100,000 10% S 1,000.00
600-6180-00
600-9010-00 250000 25% S  2,500.00
Total 1,000,000 S 10,000.00
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