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550 Howe Avenue, Suite 210

IC H A RD S O N Sacramento, California 95825
& COMPANY ui» TOPTERX: (916) 564.8728

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Rancho Murieta Community Services District
Rancho Murieta, California

Report on the Audit of the Financial Statements

Opinions

We have audited the accompanying financial statements of each major fund and the fiduciary fund of the
Rancho Murieta Community Services District (the District), as of and for the year ended June 30, 2023 and

the related notes to the financial statements, which collectively,compriSe the District’s basic financial
statements as listed in the table of contents.

Qualified Opinion on the Water and Sewer Funds

In our opinion, except for the effects of the matter/described in the Basis for Qualified and Unmodified
Opinions section of our report, the financial statements referred to above for the Water and Sewer funds
present fairly, in all material respects, the financial position of each major fund and the fiduciary fund of
the District as of June 30, 2023, and the changes in financial position and cash flows for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Unmodified Opinions on Drainage, Solid Waste and Security Funds

In our opinion, the financial statements referred to above are present fairly, in all material respects, the
financial position of the Drainage, Selid Waste and Security Funds of the District, as of June 30, 2024, and
the respective changes in fimancial position and cash flows for the year then ended in accordance with
accounting principles generally?accepted in the United States of America.

Basis for Opinions

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

Matter Giving Rise to the Qualified Opinion on the Water and Sewer Funds

In past years, management had not adopted a methodology for verifying that easements and developer-
donated infrastructure have been recorded in Water and Sewer Funds and, accordingly, has not verified the
completeness of its capital assets. Accounting principles generally accepted in the United States of America
require that such capital assets be valued and reflected in the financial statements, which would increase
the assets, and investment in capital assets and change depreciation expense in the Water and Sewer Funds.
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To the Board of Directors
Rancho Murieta Community Services District

The amounts by which this departure would affect the capital assets and depreciation expense of the Water
and Sewer Funds has not been determined.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements “in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

* Exercise professional judgiment and maintain professional skepticism throughout the audit.

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

*  Obtain ar'understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the District’s internal control. Accordingly, no such opinion is expressed.

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

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

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.



To the Board of Directors
Rancho Murieta Community Services District

Other Matters

Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. Our opinions on the basic financial statements are not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued. our srépert dated
, 2026 on our consideration of the District’s internal control overifinancial reporting
and on our tests of its compliance with certain provisions of laws, regulations,/Contracts, and grant
agreements and other matters. The purpose of that report is solely to describ€ the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of the District’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering District’s internal control over financial reporting and/compliance.

, 2026




RANCHO MURIETA COMMUNITY SERVICES DISTRICT

ASSETS
Current Assets:
Cash and investments
Accounts receivable
Assessments receivable
Interest receivable
Notes receivable, current portion
Prepaid expenses
Due from other funds
Due from CFD
Due from developers
Total Current Assets
Capital Assets:
Non-depreciable
Depreciable, net
Total Capital Assets, Net
Other Assets:
Cash and investments - restricted
Notes receivable
Advances to other funds
Total Other Assets
TOTAL ASSETS
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflow - pensions
Deferred outflow - OPEB
TOTAIDEFERRED OUTFLOWS

TOTAL ASSETS AND DEFERRED OUTFLOWS

STATEMENTS OF NET POSITION
PROPRIETARY FUNDS

As of June 30, 2023

Major Funds

Water Sewer Drainage Selid Waste Security Total
$ 2,182,836 $ 243,704 $ 274360 1§ 349,699 $§ 334308 $ 3,384,907
404,014 232,022 30,864 135,436 208,226 1,010,562
5,077 2,855 3,529 13,185 24,646
34,603 17,967 1,996 2,662 9,316 66,544
22,894 22,894
35,709 19,221 1,979 2,638 11,383 70,930
96,926 123,138 333,025 553,089
63,084 63,084
140,101 140,101
2,860,347 637,811 435,192 493,964 909,443 5,336,757
265,740 5,682,140 1,412 6,101 5,955,393
163147,605 7,436,120 533,281 348,095 24,465,101
16,413,345 13,118,260 534,693 354,196 30,420,494
4,984,483 4,566,557 236,127 17,649 9,804,816
47,183 47,183
369,419 369,419
4,984,483 4,983,159 236,127 17,649 10,221,418
24,258,175 18,739,230 1,206,012 493,964 1,281,288 45,978,669
1,034,394 537,089 59,677 79,569 278,491 1,989,220
604,712 313,985 34,888 46,516 162,808 1,162,909
1,639,106 851,074 94,565 126,085 441,299 3,152,129
$ 25,897,281 § 19,590,304 $ 1,300,577 $§ 620,049 § 1,722,587 § 49,130,798




RANCHO MURIETA COMMUNITY SERVICES DISTRICT

STATEMENTS OF NET POSITION
PROPRIETARY FUNDS

As of June 30, 2023

Major Funds
Water Sewer Drainage Solid Waste Security Total
LIABILITIES
Current Liabilities:
Accounts payable $ 441498 $ 290,967 $ 19,871 $7 132257 § 89,361 $ 973,954
Accrued payroll 50,781 31,945 6,094 1,738 42,779 133,337
Developer deposits 413,915 413,915
Due to other funds 244,895 308,194 553,089
Unearned revenue 553,916 521,729 20,000 1,095,645
Compensated absences 83,539 43,376 4,820 6,426 22,491 160,652
Lease liabilities - due within one year 2,957 2,957 5,914
Total Current Liabilities 1,791,501 890,974 30,785 468,615 154,631 3,336,506
Noncurrent Liabilities:
Compensated absences - due after one year 7,844 4,073 452 603 2,113 15,085
Lease liabilities - due after one year 1,442 1,412 2,824
Advances from other funds 369419 369,419
Net pension liability 2,398,661 1,245,459 138,384 184,512 645,793 4,612,809
Net OPEB liability 872,505 453,032 50,337 67,116 234,905 1,677,895
Total Noncurrent Liabilities 3,649,841 1,703,976 189,173 252,231 882,811 6,678,032
TOTAL LIABILITIES 5,441,342 2,594,950 219,958 720,846 1,037,442 10,014,538
DEFERRED INFLOWS OF RESOURCES
Deferred inflow - pensions 144,378 74,966 8,330 11,106 38,871 277,651
Deferred inflow - OPEB 299,300 155,406 17,267 23,023 80,581 575,577
TOTAL DEFERRED INELOWS 443,678 230,372 25,597 34,129 119,452 853,228
TOTAL LIABILITIES AND DEFERRED INFLOWS 5,885,020 2,825,322 245,555 754,975 1,156,894 10,867,766
NET POSITION
Net investment in capital assets 16,408,976 13,113,891 534,693 354,196 30,411,756
Restricted for capital projects 4,984,483 4,120,735 236,127 17,648 9,358,993
Unrestricted (1,381,198) (469,644) 284,202 (134,926) 193,849 (1,507,717)
Total Net Position 20,012,261 16,764,982 1,055,022 (134,926) 565,693 38,263,032
TOTAELRIABILITIES, DEFERRED
INELOWS AND NET POSITION § 25,897,281 $ 19,590,304 $ 1,300,577 $ 620,049 $ 1,722,587 $ 49,130,798

The notes to the basicfinancial statements are an integral part of this statement.



RANCHO MURIETA COMMUNITY SERVICES DISTRICT

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
PROPRIETARY FUNDS

For the Year Ended June 30, 2023

Major Funds
Water Sewer Drainage Solid, Waste Security Total
Operating Revenues
Service charges $ 2,869,333 $ 1,641,994 $§ 991,693 $ 7,350 § 5,510,370
Special taxes $ 221,359 1,499,906 1,721,265
Developers' fees 80,309 1,771 82,080
Total Operating Revenues 2,949,642 1,643,765 221,359 991,693 1,507,256 7,313,715
Operating Expenses
Operation administration 837,305 223,456 20,953 982,433 172,584 2,236,731
Source of supply 370,796 370,796
Treatment 718,353 718,353
Transmission and distribution 254,465 254,465
Sewer collection 400,611 400,611
Sewer treatment and disposal 522,024 522,024
Gate services 779,761 779,761
Patrol services 392,223 392,223
Developers' expense 78,282 78,282
General and administrative 1,649,375 855,441 95,728 126,843 133,622 2,861,009
Depreciation 861,202 623,813 15,629 63,781 1,564,425
Total Operating Expenses 4,769,778 2,625,345 132,310 1,109,276 1,541,971 10,178,680
Net Income (Loss) from Operations (1,820,136) (981,580) 89,049 (117,583) (34,715) (2,864,965)
Nonoperating Revenue (Expenses):
Taxes 540,008 288,844 34,615 863,467
Interest revenue 50,456 24,021 4,773 27,273 106,523
Interest expense (10,729) (110) (898) (11,737)
Miscellaneous nonoperatifigaevenue (expenses) 10,828 11,729 398 530 1,856 25,341
Total Nonoperating Revenue (Expenses) 590,563 324,484 (500) 39,918 29,129 983,594
Change in Net Position
Before Transfers and Capital Contributions (1,229,573) (657,096) 88,549 (77,665) (5,586) (1,881,371)



RANCHO MURIETA COMMUNITY SERVICES DISTRICT

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION (Continued)
PROPRIETARY FUNDS

Capital Contributions
Capital replacement reserve fees
Debt reserve fee
Security impact fee
Water augmentation fees
Capital improvement fees
Donated infrastructure
Capital grant revenue
Total Capital Contributions

Change in Net Position
Net position, Beginning of Year

Net Position, End of Year

For the Year Ended June 30, 2023

Major Funds

Water Sewer Drainage Selid Waste Security Total
§ 456,756 § 458,127 $ 914,883
188,240 188,240
$ 3,600 3,600
11,267 11,267
19,112 42,008 587 61,707
689,776 3574399,  $ 410,882 1,458,057
197,647 26,707 224,354
1,562,798 884,241 410,882 4,187 2,862,108
333,225 227,145 499,431 §  (77,665) (1,399) 980,737
19,679,036 16,537,837 555,591 (57,261) 567,092 37,282,295
$20,0022610 $16,764,982 $§ 1,055,022 § (134,926) $ 565,693  $38,263,032

The notes to the basic financial statements are an(integral part of this statement.



RANCHO MURIETA COMMUNITY SERVICES DISTRICT

STATEMENTS OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30, 2023

Major Funds
Water Sewer Drainage Solid Waste Security Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 3,418,774 $§ 2,180,702 $ 207,638%§ 968,137 $ 1,397,295 $§ 8,172,546
Payments to employees (1,538,290) (1,184,790) (109,322) (47,597)  (10,318,831)  (13,198,830)
Payments to suppliers (1,749,611) (867,358) (133,836) (1,064,792) 8,568,519 4,752,922
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES 130,873 128,554 (35,520) (144,252) (353,017) (273,362)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Assessments received 550,799 289,370 31,916 872,085
Amounts received/ (paid) from other funds (76,224) 165,997 308,194 (336,760) 61,207
Other amounts received 10,828 11,729 398 530 1,856 25,341
NET CASH PROVIDED (USED) BY
NONCAPITAL FINANCING ACTIVITIES 485,403 467,096 398 340,640 (334,904) 958,633
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of capital assets (453,318) (579,962) (101,957) (86,662) (1,221,899)
Water augmentation fees received 11,267 11,267
Debt reserve fee received 188,240 188,240
Payments on capital lease (2,687) (997) (1,104) (4,788)
Interest paid (10,729) (110) (10,839)
Grant revenues received 197,647 26,707
Capital fees received 475,868 500,135 4,187 980,190
NET CASH PROVIDED (USED) BY CAPITAL
AND RELATEDFINANCING ACTIVITIES 406,288 (54,227) (101,957) (83,579) (57,829)




RANCHO MURIETA COMMUNITY SERVICES DISTRICT

STATEMENTS OF CASH FLOWS (CONTINUED)

PROPRIETARY FUNDS

For the Year Ended June 30, 2023

Major Funds
Water Sewer Drainage Solid Waste Security Total
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received $ 23964 §$ 10,265 $ (2,426y="% 2,735  § 20,141 $ 54,679
NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES 23,964 10,265 (2,426) 2,735 20,141 54,679
INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS 1,046,528 5515688 (139,505) 199,123 (751,359) 906,475
Cash and cash equivalents at beginning of year 6,120,791 4,258,573 774,283 150,576 1,103,316 12,407,539
CASH AND CASH EQUIVALENTS
ATEND OF YEAR § 7,167,319%% 4,810261 § 634778 § 349699 § 351,957 § 13,314,014
RECONCILIATION OF CASH AND INVESTMENTS
TO THE STATEMENT OF NET POSITION:
Cash and investments $ 2,182,836 $ 243,704  $ 274,360 $ 349,699 $ 334308 $ 3,384,907
Cash and investments - restricted 4,984,483 4,566,557 236,127 17,649 9,804,816
TOTAL CASH AND CASH EQUIVALENTS#$ 7,167,319 $ 43810261 § 510,487 $ 349,699 % 351,957 $ 13,189,723

The notes to the basic financial statements ate an integral part of this statement.



RANCHO MURIETA COMMUNITY SERVICES DISTRICT

STATEMENTS OF CASH FLOWS (CONTINUED)
PROPRIETARY FUNDS

For the Year Ended June 30, 2023

Major Funds
Water Sewer Drainage Solid Waste Security 2024
RECONCILIATION OF OPERATING LOSSES TO NET

CASH PROVIDED (USED) BY OPERATING ACTIVITIES:

Net (loss) income from operations $ (1,820,136) $ (981,580) $ 89,049 $ (117,583) $ (34,715) $ (2,864,965)

Adjustments to reconcile net loss from operations to

net cash provided (used) by operating activities:
Depreciation and amortization 861,202 6234813 15,629 63,781 1,564,425
Write-off of fixed assets 208,621 208,621
Changes in operating assets and liabilities:
Accounts receivable (44,917) (6,279) (13,477) (42,396) (108,674) (215,743)
Prepaid expenses (21,533) @1,1006) (1,252) (1,668) (5,944) (41,503)
Due from developers (35,554) 24,291 (11,263)
Accounts payable 271,795 217,607 18,327 52,385 36,609 596,723
Accrued payroll (58,990) 7,638 1,016 155 12,780 (37,401)
Deposits 82,260 518,925 (244) 18,840 (1,287) 618,494
Unearned revenue 549,603 549,603
Compensated absences 8,568 (1,478) (5,786) 4,551 (19,766) (13,911)
Net pension liability 1,495,174 464,870 56,637 15,799 362,852 2,395,332
Net OPEB liability 222,539 115,550 12,839 17,119 59,914 427,961
Deferred outflows (908,200) (372,800) (17,622) (53,049) (111,891) (1,463,562)
Deferred inflows (679,559) (470,897) (190,636) (38,405) (606,676) (1,986,173)
NET CASH PROVIDED,(USED) BY
OPERATING ACTIVITIES $ 130,873  $ 128,554 $ (35,5200 $ (144,252) $§ (353,017) § (273,362)
SUPPLEMENTAL DISCLOSURE:OF CASH FLOW INFORMATION
Contributed assets $ 689,776  $ 357,399 $ 410,882 $ 1,458,057

The notes to the basic finaneial statements are an integral part of this statement.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT

STATEMENT OF FIDUCIARY NET POSITION
CUSTODIAL FUNDS

As of June 30, 2023

Total
Custodial Funds
Assets
Cash and investments $ 507,464
Assessments receivable 198,275
Restricted cash 398,805
TOTAL ASSETS 1,104,544
Liabilities
Due to CSD 63,084
TOTALLIABILITIES 63,084
Net Position
Restricted for other governments 1,041,460

‘TOTAL NET POSITION $ 1,041,460

The notes to the basic financial statements areyan‘integral part of this statement.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
CUSTODIAL FUNDS

June 30, 2023

Total
Custodial Funds
Additions
Property taxes $ 451,599
Interest and investment earnings 24,940
TOTAL ADDITIONS 476,539
Deductions
General government 59,984
Debt Service:
Principal 145,000
Interest and other charges 243,919
TOTAEDEDUCTIONS 448,903
NET INCREASE IN
EIDUCTARY NET POSITION 27,636
Net position, beginning of year 1,013,824

NET POSITION, END OF YEAR $ 1,041,460

The notes to the basic financial statcment§ are an integral part of this statement.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS

June 30, 2023

|NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESl

Significant Accounting Policies: The Rancho Murieta Community Services District (District) was formed
in 1982, under California State Government Code 61600 and currently provides water, sewer, drainage,
solid waste and security services throughout the Rancho Murieta Community. The District’s financial and
administrative functions are governed by a five-member Board of Directors elected by the voting population
within the District.

The accounting policies of the District conform to accounting principles generally accepted inithe United
States of America as prescribed by the Governmental Accounting Standards Board (GASB).

Reporting Entity: The accompanying basic financial statements present the Districtand its,component unit.
The component unit discussed below is included in the District’s reporting entity'because of the significance
of its operational and financial relationship with the District.

Community Facilities District No. 2014-1 (CFD 2014-1) was credtedyfor the purpose of acquiring,
constructing and maintaining water facilities within the Rancho Murieta boundaries. The District is not
obligated to repay debt of the CFD 2014-1 but functions as an agent forth€ property owners by collecting
assessments, forwarding collections to special assessment debt helders, and, if appropriate, initiating
foreclosures on delinquent property owners. Because of the special financing relationships, the CFD 2014-
1 has been included in the financial statements as a fidu€iary,component unit.

Basis of Presentation: The District’s basic financial statements are prepared in conformity with accounting
principles generally accepted in the United States of*America. The Governmental Accounting Standards
Board (GASB) is the accepted standard setting body for establishing governmental accounting and financial
reporting principles followed by governmental,entities in the United States of America.

The District’s resources are allocatéd to“and accounted for in these basic financial statements as five
enterprise fund types of the proprietary, fund group and one agency fund. The operation of a fund is
accounted for with a separate Set of self-balancing accounts that comprise its assets, deferred outflows,
liabilities, deferred inflowsghet position, revenues and expenses.

Enterprise funds are used to aceount for operations that are financed and operated in a manner similar to
private business enterprises — where the intent of the governing body is that the costs (expenses, including
depreciation) ofsgproviding goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges, or where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenances public policy, management control, accountability, or other policies. Net position for the
enterprise,fund represents the amount available for future operations.

The| Fiduciary fund is used to account for assets held by the District in a fiduciary capacity for special
assessment districts. They consist entirely of Custodial Funds. The financial activities of these funds are
excluded from the District-wide financial statements but are presented in separate Fiduciary Fund financial
statements.

Basis of Accounting: The accounting and financial reporting treatment applied to a fund is determined by
its measurement focus. The enterprise fund type is accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and all liabilities associated with the operation
of this fund are included on the balance sheet. Net position is segregated into amounts invested in capital
assets, net of related debt, amounts restricted and amounts unrestricted. Enterprise fund type operating

13



RANCHO MURIETA COMMUNITY SERVICES DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2023

|NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)|

statements present increases (i.e., revenues) and decreases (i.e., expenses) in net total position. The agency
funds do not involve the results of operations and do not use a measurement basis.

The District uses the accrual basis of accounting. Under this method, revenues are recorded when/ carned
and expenses are recorded at the time liabilities are incurred. Grant revenue is recognized whenprogram
expenditures are incurred in accordance with program guidelines. When such funds are received, they are
recorded as unearned revenues until earned.

Non-exchange transactions, in which the District gives or receives value without directlyarec€iving or giving
equal value in exchange, include taxes, grants, entitlements, and donations. On the acCrual'basis, revenue
from taxes is recognized in the fiscal year for which the taxes are levied or assgssed. ‘Revenue from grants,
entitlements, and donations is recognized in the fiscal year in which all eligibility réquirements have been
satisfied.

Operating revenues and expenses consist of those revenues and expenses) that result from the ongoing
principal operations of the District. Operating revenues consist primarily of charges for services.
Nonoperating revenues and expenses consist of those revenues andyexpenses that are related to financing
and investing types of activities and result from non-exchange transactions or ancillary activities.

When both unrestricted and restricted resources aresavailable for use, it is the District’s policy to use
unrestricted resources first, then restricted resources as they are needed.

Enterprise funds are accounted for on a flow of economic resources measurement focus, which means that
all assets, deferred outflows, liabilities, anddeferred’inflows associated with the activity are included on
the balance sheets. Enterprise fund type operating statements present increases (revenues) and decreases
(expenses) in total net position.

Fiduciary funds are used to account for assets held by the District in a trustee capacity or as an agent for
individuals, private organizations, otheér governmental units, and/or other funds. Fiduciary funds use the
“economic resources” measurement focus and the accrual basis of accounting.

Major Funds: Major funds are defined as funds that have assets, liabilities, revenues, or
expenditures/expenses equal to or greater than ten percent of their fund-type total or five percent of all fund-
type totals. The/District may also select other funds it believes should be presented as major funds. The
District reports all'of its proprietary funds as major funds.

The Districtieports on the following major proprietary funds:
Water — This fund accounts for the activities of providing water to the residents of the District.

Sewer — This fund accounts for the activities of collecting and treating wastewater of the residents in
the District.

Drainage — This fund accounts for the activities of providing drainage to the residents of the District.

Solid Waste — This fund accounts for the activities of collecting solid waste of the residents of the
District.

Security — This fund accounts for the activities of providing security to the residents of the District.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2023

|NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)|

Budget and Budgeting: Budget integration is employed as a management control device. Budgets are
formally adopted by the Board of Directors and take effect the following July 1. The budgets are“a
management tool and not a legal requirement.

Cash and Investments: For purposes of the statement of cash flows, the District considers all highly liquid
investments (including restricted assets) with a maturity of three months or less when purchaSedste.be cash
equivalents. Amounts held in the State of California Local Agency Investment Fund (LALE) andiCalifornia
Asset Management Program (CAMP) are considered to be cash and cash equivalents due to ‘their highly
liquid nature.

Restricted Cash and Investments: Certain capital expansion fees and capitalgeplacement fees charged to
customers are classified as restricted cash and investments because their use is legally restricted by the
Water Code or District ordinance. Restricted cash and investments are not availabl€ for general operational
expenses.

Property Taxes: Secured property taxes are levied on January/l,and are”payable in two installments on
November 1 and February 1, which become delinquent after December 10 and April 10, respectively.
Unsecured property taxes are payable in one installment on or before August 31. Sacramento County
(County) bills and collects the property taxes and allocdtes ayportion to the District. Property tax revenues
are recognized in the fiscal year for which they becgme available. Available means when due, or past due
and receivable within the current period and collected within the current period or expected to be collected
soon enough thereafter to be used to pay liabilities of the’current period.

The District is under the Teeter Plan and thus,canfreceive 100% of the property tax apportionment each
fiscal year, eliminating the need for an“allowance for uncollectible tax. The County, in return, receives all
penalties and interest. Under the Teeter Plan, the County remits property taxes to the District based on
assessments, not on collections, aceerding to the following schedule: 55% percent in December, 40%
percent in April, and 5% percentiat the end of the fiscal year.

Capital Assets: Capital assefs are valued at historical cost or estimated historical cost if actual historical
cost is not available. Contributed capital assets are recorded at fair value at the date of donation. The
District’s policy is to capitalize all capital assets with costs exceeding $5,000, except for buildings, land
improvements afid infrastructure, which will be capitalized if it exceeds $25,000. Repair, maintenance and
minor replacements, of capital assets are expensed.

Capital assets are depreciated using the straight-line method, which means the costs of the capital asset is
divided bwyits expected useful life in years and the result is charged to expense each year until the capital
asset is'fully depreciated. The District has assigned the useful lives listed below to capital assets:

Buildings 40 years
Improvements 20 — 50 years
Equipment 5—15 years

Compensated Absences: All earned vacation, which is payable upon termination or retirement, is accrued
as compensated absences, in accordance with GASB Statement No. 16. Sick leave benefits are not vested
to the employee, and are not accrued.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2023

|NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)|

Pensions: For purposes of measuring the net pension liability and deferred outflows/inflows of resources
related to pensions and pension expense, information about the fiduciary net position of the District’s
California Public Employees’ Retirement System (CalPERS) plans (Plans) and additions to/deduCtions
from the Plans’ fiduciary net position have been determined on the same basis as they are reported‘by
CalPERS. For this purpose, benefit payments (including refunds of employee contributions) are recoghized
when due and payable in accordance with the benefit terms. Investments are reported at fair valae:

Other Postemployment Benefits (OPEB): For purposes of measuring the net OPEB liability, deferred
outflows of resources and deferred inflows of resources related to the District’s OPEB plan (Plan), and
OPEB expense, information about the fiduciary net position of the Plan and additiens to/deductions from
the Plan’s fiduciary net position have been determined on the same basisi’ For this purpose, benefit
payments are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

Deferred Outflows and Inflows of Resources: In addition to assetsiand liabilities, the statement of net
position reports separate sections for deferred outflows andgdeferred™inflows of resources. Deferred
outflows of resources represent a consumption of net position by the government that is applicable to a
future reporting period. Deferred inflows of resourcesgtepresent an acquisition of net position that is
applicable to a future reporting period. These amounts will'not be recognized as an outflow of resources
(expense) or an inflow of resources (revenue) until the earning process is complete. Deferred outflows and
inflows of resources represent amounts deferred related'to the District’s pension and OPEB plans as
described in Notes 8 and 9.

Deferred Compensation Plan: The District offersvits employees a deferred compensation plan created in
accordance with Internal Revenue @ode Section 457. The plan, available to all employees, permits
participants to defer a portion of their'salary until future years. The deferred compensation is not available
to participants until termination, tetirement, death, or unforeseeable emergency. All amounts of
compensation deferred under the'plan, all property and rights purchased with those amounts, and all income
attributed to those amount§, aresmaintained in a trust. Participants have sole rights under the plan in an
amount equal to the fair value of the deferred account for each participant.

Use of Estimates; Thefpreparation of financial statements in conformity with accounting principles
generally accepted in the United States of America as prescribed by the GASB requires management to
make estimates and, assumptions that affect the reported amounts of assets and liabilities, disclosure of
contingentasséts and liabilities at the date of the financial statements, and the reported amounts of revenues
and expenses,during the reporting period. Actual results could differ from those estimates.

New Pronouncements: In June 2022, the GASB issued Statement No. 101, Compensated Absences. This
statement requires that liabilities for compensated absences be recognized for leave that has not been used
that is attributable to services already rendered, accumulates and is more likely than not to be used for time
off or paid in cash or settled through noncash means and leave that has been used but not paid in cash or
settled through noncash means. Certain salary-related payments that are directly and incrementally
associated with payments for leave also should be included in the measurement of the liabilities.
Governments are allowed to disclose the net change in the liability if identified as such in the footnotes to
the financial statements. The provisions of this Statement will be implemented during the year ended June
30, 2025.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2023

|NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)|

In April 2024, the GASB issued Statements No. 103, Financial Reporting Model Improvements. The
objective of this statement is to provide key components of the financial reporting model to enhance its
effectiveness in providing information that is essential for decision making and assessing a government’s
accountability. The requirements of this Statement are effective for fiscal years beginning after June 15,
2025, and all reporting periods thereafter.

In September 2024, the GASB issued Statement No. 104, Disclosure of Certain Capital Assets. This
Statement requires certain types of capital assets to be disclosed separately in the capitalwassets note
disclosures required by Statement 34. The requirements of this Statement are effective for fiscal years
beginning after June 15, 2025, and all reporting periods thereafter.

INOTE 2 - CASH AND INVESTMENTS|

The District’s cash and investments consisted of the following at June 30, 2023:

Proprietary Funds:
Cash and investments $ 3,384,907
Restricted cash and investments 9,804,816
Fiduciary Funds:
Cash and investments 507,464
Restricted cash 398,805
Total cash and investments $ 14,095,992

Cash and investments were classifiedyunder GASB Statement No. 40 as follows at June 30, 2023:

Deposits with financialtinstitutions $ 4,284,040
Investments:
Local Agency Investment Fund 8,346,811
CAMP investment pool 667,738
Money market funds 797,403
Total Cash $ 14,095,992

Investments*Authorized by the California Government Code and the District’s Investment Policy: The
District’s, Investment Policy and the California Government Code allow the District to invest in the
following, provided the credit ratings of the issuers are acceptable to the District and approved percentages
andymaturities are not exceeded. The table below also identifies certain provisions of the California
Government Code, or the District’s Investment Policy where the District’s Investment Policy is more
restrictive. This table does not address investments of debt proceeds held by bond trustee that are governed
by the provisions of the debt agreement and not the provisions of the California Government Code or the
District’s Investment Policy.

17



RANCHO MURIETA COMMUNITY SERVICES DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2023

INOTE 2 - CASH AND INVESTMENTS (Continued)|

Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio in One Issuer
Investment pools authorized under CA Statues
governed by Government Code N/A None $40 millieh
U.S. Treasury Obligations 5 years None None
Bank Savings Account N/A 25% None
Federal Agencies 5 years 75% None
Commercial Paper 270 days 20% None
Negotiable Certificates of Deposit 2 years 20% None
Re-purchase Agreements 180 days 20% None
Corporate Debt 5 years 25% None
Municipal Obligations 5 years 20% None
Supranational debt 5 years 30% None

Interest Rate Risk: Interest rate risk is the risk that changes ifi market interest rates will adversely affect
the fair value of an investment. Normally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interestsfates. The District generally manages its interest
rate risk by holding investments to maturity.

Information about the sensitivity of the fair values ofithe District’s investments (including investments held
by bond trustees) to market interest rate fluetuations is provided by the following table that shows the
distribution of the District’s investments by maturity/or earliest call date as of June 30, 2023:

Remaining Maturity

12 Months 13t0 48

Investment Type Total or Less Months
Local Agency Investment Fund $ 8346811 $ 8,346,811
CAMP investment'pool 667,738 667,738
Money market funds 797,403 797,403
Total $ 9,811,952 § 9,811,952

Credit Risk: @Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to
the holder ofithe investment. This is measured by the assignment of a rating by a nationally recognized
statisticalrating organization. Presented below is the minimum rating required by (where applicable) the
@alifornia Government Code, the District’s investment policy, or debt agreements, and the actual rating as
ofdune=30, 2023 for each investment type.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2023

INOTE 2 - CASH AND INVESTMENTS (Continued)|

Minimum
Legal Ratings as of fiscal year end
Investment Type Amount Rating AAAM/AAA Not rated,
Local Agency Investment
Fund $ 8,346,811 N/A $ 83265811
CAMP investment pool 667,738 N/A $ 667,738
Money market funds 797,403 N/A 797,403
Total investments $ 9,811,952 $ 1,465,1404% 98,346,811

Concentration of Credit Risk: The investment policy of the District limited theilamount that can be invested
in any one issuer to the amount stipulated by the California Government:Code. As of June 30, 2023, the
District had no investments which represent more than 5% of its total inveStment in any one issuer (other
than mutual funds and external investment pools).

Custodial Credit Risk: Custodial credit risk for deposits is the riskithat, in the event of the failure of a
depository financial institution, a government will not bgfable to recover its deposits or will not be able to
recover collateral securities that are in the possessionsof antoutside party. The custodial credit risk for
investments is the risk that, in the event of the failureqof the counterparty (e.g., broker-dealer) to a
transaction, a government will not be able to recoverithe value of its investment or collateral securities that
are in the possession of another party. The<California Government Code and the District’s investment
policy do not contain legal or policy requirements, that would limit the exposure to custodial credit risk for
deposits, other than the following provision forideposits: The California Government Code requires that a
financial institution secure deposits made by State or local governmental units by pledging securities in an
undivided collateral pool held byya“depository regulated under state law (unless so waived by the
government unit). The market value ofthe pledged securities in the collateral pool must equal at least 110%
of the total amount depositedsby ‘the public agencies. California law also allows financial institutions to
secure public agency depositsbyapledging first trust deed mortgage notes having a value of 150% of the
secured public deposits.

At June 30, 2023, the ¢arrying amount of the District’s deposits were $4,284,040 and the balances in
financial instititions were $4,587,458. Of the balance in financial institutions, $608,866, was covered by
federal depésitory ‘imsurance and $3,978,592 was collateralized by securities pledged by the financial
institution.

Investmentsun LAIF: LAIF is stated at net asset value. LAIF is regulated by California Government Code
Section 16429 under the oversight of the Treasurer of the State of California. The total fair value invested
bysallpublic agencies in LAIF is $176,442,053,163 and is managed by the State Treasurer. Of that amount,
2.78% is invested in structured notes and asset-backed securities. The Local Investment Advisory Board
(Board) has oversight responsibility for LAIF. The Board consists of five members as designated by State
Statute.

The fair value of the District’s investment in this pool is reported in the accompanying financial statements
at amounts based upon the District’s pro-rata share of the fair value provided by LAIF for the entire LAIF
portfolio (in relation to the amortized cost of that portfolio). The balance available for withdrawal is based
on the accounting records maintained by LAIF, which are recorded on an amortized cost basis. The
weighted average maturity of investments held by LAIF was 260 days at June 30, 2023.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2023

INOTE 2 - CASH AND INVESTMENTS (Continued)|

Investments in CAMP: The District is a participant in the California Asset Management Program (CAMP)
CAMP is an investment pool offered by the California Asset Management Trust (the Trust). The Trust'is
a joint powers authority and public agency created by the Declaration of Trust and established under the
provisions of the California Joint Exercise of Powers Act (California Government Code Sections 6500 et
seq., or the “Act”) for the purpose of exercising the common power of CAMP participants to invest certain
proceeds of debt issues and surplus funds. CAMP investments are limited to investments pctmitted by
subdivisions (a) to (n), inclusive, of Section 53601 of the California Government Code. The,Disttict reports
its investments in CAMP at the pool share, which approximates fair value. At June\30, 2023, these
investments of the pool had an average maturity of 45 days.

Fair Value Measurement: The District categorizes its fair value measurements within the fair value
hierarchy established by generally accepted accounting principles. The hierarehy is/based on the valuation
inputs used to measure the fair value of the asset. Level 1 inputs are quoted pri€es in active markets for
identical assets, Level 2 inputs are significant other observable inputs and\Level 3 inputs are significant
unobservable inputs.

The District’s investment in the money market mutual fund is considered Level 2 because the value is
calculated using amortized cost of the securities held indthe fund, not the market value. The District’s
investment in LAIF and CAMP are considered uncategorized.

|NOTE 3 —INTERFUND TRAN SACTIONSI

In May 2014, the Sewer Fund advanced the Water Eaind $1,500,000 for the water treatment plant expansion.
Principal payments of approximately $10,900 per month, plus interest at the current investment earnings
rate, are paid monthly through May2026.)) Interest expense during the year ended June 30, 2023, was
$10,400 in the Water Fund. The interest#ate on the loan at June 30, 2023, was 3.167%. As of June 30,
2023, $369,419 was outstandingion this advance.

During the course of normal@perations, transactions occur between funds to reimburse costs paid on behalf
of other funds. These balancés®are expected to be repaid within one year.

Interfund balane€s for operations as of June 30, 2023 were as follows:

Due from Due to
other funds other funds
Water fund $ 244,895
Sewer fund $ 96,926
Drainage fund 123,138
Solid Waste fund 308,194
Security fund 333,025

§ 553,080 $§ 553,089

The balances resulted primarily from temporary cash advances and the timing of expenditures and
reimbursements between funds. Management expects all balances to be settled during the subsequent fiscal
years.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2023

INOTE 4 —- NOTES RECEIVABLE]

In June 2021, the District loaned $114,514 to the Rancho Murieta Country Club to replace the recycled
water irrigation pumps. The loan has an initial interest rate of 2%, which will be updated to the LATE
interest rate, but not less than 2%. The loan is due in monthly payments of $2,007.17 through June 30,

2026. This is paid off as of reporting date.

INOTE 5 — CAPITAL ASSETS|

A.  Capital assets activity

The activity in the capital assets for the year ended June 30, 2023 are summarizéed below:

Balance at Reelassifications/ Balance at
July 1, 2022 Additions Deletions Adjustments June 30, 2023
Water Fund
Capital Assets not being depreciated:
Construction in Progress $ 252,100 $ 252,100
Land $ 13,640 13,640
Total Capital Assets not
being depreciated 13,640 252,100 265,740
Capital Assets being depreciated:
Utility Infrastructure and Related
Improvements 841,013 30,728,953 31,569,966
Machinery and Equipment 48,301 370,761 419,063
Computer Equipments and Software 1,680 62,712 64,392
Furniture and Fixtures 30,249 30,249
Vehicle 341,605 341,605
Building and related improvements 7,218 7,218
Water transmission 8,071,594 (8,071,594)
Water treatment 22,604,298 (22,604,298)
Software 8,482 (8,482)
Vehicles and equipment 938,488 (938,488)
Subtotal 31,622,862 890,994 (81,364) 32,432,492
Less: Accumulated Depreciation (15,423,685) (861,202) (16,284,887)
Total Capital Assets
being depreéiated, net 16,199,177 29,792 (81,364) 16,147,605
Total @apital Assets, Net $ 16212817 $ 281,892 §$ - (81,364) $ 16,413,345
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2023

INOTE 5 — CAPITAL ASSETS (Continued)|

Balance at Reclassifications/ Balance at
July 1, 2022 Additions Deletions Adjustments June 30, 2023
Sewer Fund
Capital Assets not being depreciated:
Construction in progress $ 219,090 $ 219,090
Land $ 5,463,050 54463,050
Total Capital Assets not
being depreciated 5,463,050 219,090 5,682,140
Capital Assets being depreciated:
Utility Infrastructure and Related
Improvements 684,806 $ 215282,874 21,967,680
Machinery and Equipment 22,830 598,575 616,405
Computer Equipments and Software 10,635 133,788 144,423
Furniture and Fixtures 16,494 16,494
Vehicle 210,186 210,186
Building and related improvements 888,609 888,609
Collection facilities 4,990,707 (4,990,707)
Pumping facility 160,466 (160,466)
Treatment plant/facilities 15,651,378 (15,651,378)
Vehicles and equipment 1,057,201 (1,057,201)
Lake Chesbro Protection 216,119 (216,119)
Disposal Facilities 673,852 (673,852)
Software 4,090 (4,090)
Telemetry building 503,857 (503,857)
Subtotal 23,257,670, 718271 (132,144) 23,843,797
Less: Accumulated Depreciation (15,783,864) (623,813) (16,407,677)
Total Capital Assets
being depreciated, net 74473,806 94,458 (132,144) 7,436,120
Total Capital Assets, Net § 12936,857 $ 313,548 § - $ (132,144) $ 13,118,260
Drainage
Capital Assets not being depreciateds
Construction in progress $ 1,412 $ 1,412
Total Capital Assets not
being depreciated 1,412 1,412
Depreciable assetst
Utility Infrastructureand Related
Improvements 511,337 511,337
Machinery and Equipment $ 62,301 62,301
Computer Equipments and Software 90 2,706 2,796
Furniture and Fixtures 1,911 1,911
Vehicle 863 863
Software $ 455 (455)
Drainage facility 66,173 (66,173)
Subtotal 66,628 511,427 1,153 579,208
Less: Accumulated Depreciation (30,298) (15,629) (45,927)
Total Capital Assets
being depreciated, net 36,330 495,797 1,153 533,281
Total Capital Assets, Net $ 36,330 $ 497210 $ - $ 1,153  § 534,693
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INOTE 5 — CAPITAL ASSETS (Continued)|

Balance at Reclassifications/ Balance at
July 1, 2022 Additions Deletions Adjustments June 30, 2023
Security
Capital Assets not being depreciated:
Construction in progress $ 6,101 $ 6,101
Total Capital Assets not
being depreciated 6,101 6,101
Depreciable assets:
Machinery and Equipment 24,409 $ 299,949 324,358
Computer Equipments and Software 420 1655842 166,262
Furniture and Fixtures 22,496 24222 46,718
Vehicle 33,237 80,951 114,187
Building and related improvements 233,340 233,340
Vehicles and equipment $ 547,996 (547,996)
Software 196,660 (196,660)
Buildings and improvements 55,913 (55,913)
Subtotal 800,569 80,561 3,735 884,865
Less: Accumulated Depreciation (472,989) (63,781) - (536,770)
Total Capital Assets
being depreciated, net 327,580 16,780 3,735 348,095
Total Capital Assets, Net $ 327,580 § 22,881 $ - $ 3,735 § 354,196

Depreciation expense is charged to the funds baséd on their usage of related assets. The amounts allocated
were as follows:

Water $ 861,202
Sewer 623,813
Drainage 15,629
Security 63,781

TotalDepreciation Expense $ 1,564,425

INOTE 6 - LONG-TERM LIABILITIES|

The Distriet’s/debt issues and transactions are summarized below and discussed in detail thereafter.

Balance at Balance at Due within
July 1, 2022 Additions Retirements June 30, 2023 One Year

Cempensated absences $ 189,648 $ (13911) $ 175,737  $ 160,652
Lease liabilities 13,526 (4,788) 8,738 5,914
Net pension liability 2,217,477 $ 2,395,332 4,612,809
Net OPEB liability 1,249,934 427,961 1,677,895

Total $ 3,670,585 $ 2,823,293 $ (18,699) $ 6,475,179 $ 166,566
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INOTE 6 —- LONG-TERM LIABILITIES (Continued)|

Capital Leases: On January 16, 2021, the District Board of Directors authorized the financing and purchase
of a Konica Copier lease through a Caltronics contract. The cost of the contract was $22,811. The Distriet
makes 48 monthly payments of $475 for four years. The accumulated depreciation on the copier at June
30, 2023, totaled $10,479.

INOTE 7 — NET POSITION]|

Net Position is the excess of all the District’s assets and deferred outflows over all its liabilities, and deferred
inflows. Net Position is divided into three categories as follows:

Net investment in capital assets describes the portion of net position which is tepresented by the current net
book value of the District’s capital assets, less the outstanding balance of any debt’issued to finance these
assets, excluding unspent proceeds.

Restricted describes the portion of net position which is restricted,as to'us€ by the terms and conditions of
agreements with outside parties, governmental regulations, laws, ox other restrictions which the District
cannot unilaterally alter. These include connection fees restricted to capital expansion by Section 66013 of
the Water Code and service charges received for use on‘capital projects consisting of the following:

Water Sewer Drainage Security
RESTRICTED:
Capital replacements $ 2,662,741 $ 3,670,205
Water augmentation 2,295,247
Capital improvements 46,525 450,530 $ 236,127
Security projects $ 17,648
TOTAL RESTRICTED
NET POSITION $ 4,984,483 $ 4,120,735 $ 236,127 $ 17,648

The District’s Water TreatmentPlant Construction Fund, which has a deficit balance of $791,420, borrowed
from the water augmentation restricted net position to partially fund the water treatment plant project. The
balance owed at'June 30, 2023 is $123,150. Monthly principal and interest payments of approximately
$4,000 are being made.

Unrestricteddescribes the portion of net position which is not restricted as to use.

Designationsyof unrestricted net position may be imposed by the Board of Directors to reflect future
spending plans or concerns about the availability of future resources. Designations may be modified,
amended or removed by Board action. They are reported as part of the District’s unrestricted net position.
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INOTE 7 — NET POSITION (Continued)|

The District’s unrestricted net position consists of the following at June 30, 2023:

Water Sewer Drainage Solid Waste Security:
DESIGNATED:
Property Tax Assessment
Reserves $ 10,269
Capital replacements $ 82,574 $ 57,184 $ 68,456 $9. 326,814
TOTAL DESIGNATED 82,574 57,184 68,456 10,269 326,814
UNDESIGNATED (1,463,772) (526,828) 215,746 (145,195) (132,965)
TOTAL UNRESTRICTED
NET POSITION $ (1,381,198) § (469,644) $ 284,202 W\ $ (134,926) $ 193,849

INOTE 8 — PENSION PLANS|

Plan Description: All qualified permanent and probationary employees are eligible to participate in the
District’s Miscellaneous Plan, a cost sharing multiple-employer defined benefit pension plan administered
by the California Public Employees’ Retirement System (CalPERS) which acts as a common investment
and administrative agent for its participating member employers. Benefit provisions under the Plan are
established by State statute and District resolution: CalPERS issues a publicly available report that includes
a full description of the pension plan regarding benefit provisions, assumptions and membership
information that can be found on the CalPERS website at www.calpers.ca.gov.

Benefits Provided: CalPERS provide$ servieesretirement and disability benefits, annual cost of living
adjustments and death benefits to plan‘members, who must be public employees and beneficiaries. Benefits
are based on years of credited servicejequal to one year of full time employment. Members with five years
of total service are eligible to retire at age 50 to 52 with statutorily reduced benefits. All members are
eligible for non-duty disability=benefits after five years of service. The death benefit is the Optional
Settlement 2 Death Benefit. The cost of living adjustments for each plan are applied as specified by the
Public Employees’ Retirement Law.

The Plans’ proyisions and benefits in effect for the year ended June 30, 2023 is summarized as follows for
each rate plan:

Miscellaneous Miscellaneous
Plan Plan
(Prior to (On or after

Hire date January 1, 2013) January 1, 2013)
Benefit formula (at full retirement) 2.0% @ 55 2.0% @ 62
Benefit vesting schedule 5 years service 5 years service
Benefit payments monthly for life monthly for life
Retirement age 50-63 52-67
Monthly benefits, as a % of

eligible compensation 1.426% to 2.418% 1.00% to 2.5%
Required employee contribution rates 7.00% 6.75%
Required employer contribution rates 10.87% 7.47%
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INOTE 8 — PENSION PLANS (Continued)|

In addition to the contribution rates above, the District was required to make payments totaling $344,420
toward its unfunded actuarial liability during the year ended June 30, 2023. The Miscellancous Planfis
closed to new members that are not already CalPERS eligible participants.

Contributions: Section 20814(c) of the California Public Employees’ Retirement Law requirés that the
employer contribution rates for all public employers be determined on an annual basis by the.actuary and
shall be effective on the July 1 following notice of a change in the rate. Funding contributions fer the Plans
are determined annually on an actuarial basis as of June 30 by CalPERS. The actuarially det€tmined rate is
the estimated amount necessary to finance the costs of benefits earned by employees during the year, with
an additional amount to finance any unfunded accrued liability. The District is réquifedito contribute the
difference between the actuarially determined rate and the contribution rate of€mployees.

The total contributions paid to the Plan were $542,081 for the year ended Juney30, 2023.

Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources: As of June 30, 2023,
the District reported a net pension liability for its proportionate share'ef the Plan’s net pension liability of
$4,612,8009.

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

Proportion ; June30;2022 0.11678%
Proportion - June30, 2023 0.09858%
Change - Increase -0.01820%

Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions: For the year ended
June 30, 2023, the District recognized a pension credit of $76,857. At June 30, 2023, the District reported
deferred outflows of resources and deferred inflows of resources related to the Plan from the following
sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Changes of Assumptions $ 472,679
Differences between Expected and Actual Experience 92,634 $ (62,042)
Differences between Projected and Actual Investment Earnings 844,944
Differences between Employer's Contributions and
Proportionate Share of Contributions (211,940)
Change in Employer's Proportion 36,882 (3,668)
Pension Contributions Made Subsequent to Measurement Date 542,081 -
Total $ 1,989,220 § (277,651)
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INOTE 8 — PENSION PLANS (Continued)|

The $542,081 reported as deferred outflows of resources related to contributions subsequent to the
measurement date of June 30, 2022 will be recognized as a reduction of the net pension liability in the yéar
ended June 30, 2024. Other amounts reported as net deferred outflows and inflows of resources related to
pensions will be recognized as pension expense as follows as of June 30, 2023:

Year Ended June 30
2024 $ 274,070
2025 241,203
2026 137,418
2027 516,796

$ 1,169,487

Actuarial Assumptions: The total pension liability at the June 30, 2022 measurement dates was determined
using the following actuarial assumptions:

Valuation Date June 30,2021
Measurement Date June 30, 2022
Actuarial Cost Method Enfry-Age Normal Cost Method
Actuarial Assumptions:
Discount Rate 6190%
Inflation 2.30%
Projected Salary Increase Varies by entry age and service
Mortality - pre-retirement Derived using CalPERS Membership Data

The mortality table was developed based on CalPERS-specific data. The rates incorporate Generational
Mortality to capture ongoing'mortality'improvement using 80% of Scale MP 2020 published by the Society
of Actuaries. For more details; please refer to the 2021 experience study report that can be found on the
CalPERS website.

Discount Rate: The discount rate used to measure the total pension liability was 6.90% in the June 30, 2022
valuation. Tofdetermine whether the municipal bond rate should be used in the calculation of a discount
rate for eagh plan, CalPERS stress tested plans that would most likely result in a discount rate that would
be differentfrom the actuarially assumed discount rate. Based on the testing, none of the tested plans run
out of assets. WTherefore, the current discount rate is appropriate, and the use of the municipal bond rate
calculation is'not deemed necessary. The long term expected discount rate is applied to all plans in the
Public Fmployees Retirement Fund (PERF). The stress test results are presented in a detailed report that
can be obtained from the CalPERS website.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class.

In determining the long-term expected rate of return, CalPERS took into account both short-term and long-
term market return expectations as well as the expected pension fund cash flows. Using historical returns
of all the funds’ asset classes, expected compound returns were calculated over the short-term (first 10
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years) and the long-term (11-60 years) using a building-block approach. Using the expected nominal returns
for both short-term and long-term, the present value of benefits was calculated for each fund. The expected
rate of return was set by calculating the single equivalent expected return that arrived at the same pfesent
value of benefits for cash flows as the one calculated using both short-term and long-term returns. The
expected rate of return was then set equivalent to the single equivalent rate calculated above andirounded
down to the nearest one quarter of one percent.

The table below reflects the long-term expected real rate of return by asset class for the Plan as of the
measurement dates of June 30. The rate of return was calculated using the capital market assumptions
applied to determine the discount rate and asset allocation. These rates of return atesmet of administrative
expenses.

New Strategic Real Return

Asset Class Allocatigh Years 1 - 10(a,b)
Global Equity cap-weighted 30.0% 4.45%
Global Equity non-cap-weighted 12.0% 3.84%
Private Equity 13.0% 7.28%
Treasury 5.0% 0.27%
Mortgage-backed Securities 5.0% 0.50%
Investment Grade Corporates 10.0% 1.56%
High Yeild 5.0% 2.27%
Emerging Market Debt 5.0% 2.48%
Private Debt 5.0% 3.57%
Real Assets 15.0% 3.21%
Leverage -5.0% -0.59%

Total 100.0%

(a) An expected inflation of 2:3% used for this period.
(b) Figures are based onghe 2021-22 Asset Liability Management Study.

Sensitivity of¢thesNet Pension Liability to Changes in the Discount Rate: The following presents the
District’s pfoportionate share of the net pension liability for the Plan, calculated using the discount rate for
the Plan, asiwell as what the District’s proportionate share net pension liability would be if it were calculated
using ‘@'discount rate that is 1-percentage point lower or 1-percentage point higher than the current rate:

1% Decrease 5.90%
Net Pension Liability $ 6,933,596
Current Discount Rate 6.90%
Net Pension Liability $ 4,612,809
1% Increase 7.90%
Net Pension Liability $ 2,703,380

Pension Plan Fiduciary Net Position: Detailed information about the Plan’s fiduciary net position is
available in the separately issued CalPERS financial reports.
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Plan Description: The District’s other postemployment benefits (OPEB) healthcare plan (the Plan) provides
medical benefits to employees that directly retire from the District and their eligible dependents, subject to
a monthly limitation pursuant to Government Code Section 22892, as amended by AB 2544, under an’agent
multiple-employer defined benefit plan. Eligibility rules include retirement from the District at age 50 or
later with five years of service for employees hired prior to January 1, 2016 and 10 years of segyvicesfor
employees hired after January 1, 2016. When the retiree and/or spouse turn 65, benefits are feduced to
include coverage provided by Medicare. Employees hired before January 1, 2016 are eligible for lifetime
medical benefits under the CalPERS medical program up to a cap of $272 to $768 per month. “Employees
hired after January 1, 2016 must have 10 years of PERS service and are eligible for benefits at 50% of the
cap of $272 to $768 per month, increasing 5% per year until reaching 100% after 204ears:

Contributions: The contribution requirements of the District are establishediand may be amended by the
District’s Board of Directors. Plan members are currently not required to“eéntribute. The District
participates in the Public Agency Retirement Services Trust (PARS), anirrevocable trust established to
fund OPEB. The Trust is administrated by PARS, and is managed by an appointed board not under the
control of the District’s Board of Directors. This Trust is not ¢onsidered a component unit by the District
and has been excluded from these financial statements. Pre-funding ¢ontributions made by the District are
at the discretion of the Board of Directors.

For the year ended June 30, 2023, the District paid $221,806 of current retiree premiums and contributed
$74,205 in the form of an implied subsidy of retirement premiums.

Employees Covered by Benefit Terms: Asof'thé June 30, 2022 measurement date, the following current
and former employees were covered by the benefitterms under the Plan:

Retirees or Beneficiaries'teceiving benefit payments 23
Active employees 31
Total 54

Net OPEB Liability: The Distriet’s net OPEB liabilities as of June 30, 2022 were measured as of June 30,
2022, and the total OPEB liabilities used to calculate the net OPEB liabilities were determined by an
actuarial valuatien as of June 30, 2021.

Actuarial Assumptions: The total OPEB liability in the June 30, 2022 actuarial valuation was determined
using the“following actuarial assumptions, applied to all periods included in the measurement, unless
otherwise speeified:

Inflation 2.50%

Salaryrincreases 3.25%

Discount rate 7.00%

Investment rate of return 7.00%, net of OPEB plan investment expenses

Healthcare trend rate 5.20% for 2022 through 2034; 5.00%for 2035 through 2049; 4.5% for

2050 through 2064; and 4.00% for 2065 and later years

Retirement mortality information was derived from data collected during 2021 CalPERS Experience Study.
The Experience Study Report may be accessed on the CalPERS website www.calpers.ca.gov under Forms
and Publications.
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The long-term expected rate of return on OPEB plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of OPEB
plan investment expense and inflation) are developed for each major asset class. These ranges are combinied
to produce the long-term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation. The target allocation and best estimates
of real rates of return for each major asset class, based on published capital market assumptions, are
summarized in the following table:

Assumed

Asset Real Rate
Asset Class Allocation of Return
Broad U.S. Equity 48% 5.30%
U.S Fixed 45% 0.90%
Real Estate 2% 3.30%
Cash Equivalents 5% -0.06%
Total 100%

Discount Rate: The discount rates used to measurg’the net OPEB liabilities was 7.00%, which was the
same discount rate used in the previous valuations. The discount rate is based on a blend of the long-term
expected rate of return on assets for benefits covered bysplan assets and a yield or index for 20-year, tax-
exempt general obligation municipal bonds with ansaverage rating of AA/Aa or better for benefits not
covered by plan assets. The projection of cash,flows used to determine the discount rate assumed that the
District contributions will be made at rates equal to the actuarially determined contribution rates. Based on
those assumptions, the Plan’s fiducianyfiet positions were projected to be available to make all projected
OPEB payments for current active and inaetive employees. Therefore, the long-term expected rate of return
on OPEB plan investments wereyapplied to all periods of projected benefit payments to determine the net
OPERB liabilities.

Changes in the Net OPEB Liability: Changes in the net OPEB liability were as follows during the year
ended June 30, 2022:

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability/(Asset)
Balance at June 30, 2021 $ 3949385 § 2699451 § 1,249,934
Changes in the year:
Service cost 115,906 115,906
Interest 274,665 274,665
Contributions - employer 287,910 (287,910)
Net investment income (325,300) 325,300
Benefit payments (287,910) (287,910) -
Net changes 102,661 (325,300) 427,961
Balance at June 30, 2022 $ 4,052,046 § 2,374,151 § 1,677,895
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Sensitivity of the Net OPEB Liability to Changes in the Discount Rate: The following presents the net
OPEB liability of the District, as well as what the District's net OPEB liability would be if it were calculated
using a discount rate that is 1 percentage point lower or 1 percentage point higher than the current disCount
rate:

Current
1% Decrease Discount Rate 1% Increase
(6.00%) (7.00%) (8.00%)
Net OPEB liability $ 2095244 $ 1,677,895 . 14326734

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend Ratés: The following
presents the net OPEB liability of the District, as well as what the District's net'@PEB liability would be if
it were calculated using a healthcare cost trend rates that are 1 percentage point lower or 1 percentage
point higher than the current healthcare cost trend rates:

Current Healthcare Cost
1% Decrease Trend Rates 1% Increase

Net OPEB liability $ 1259457 *§ 1,677,895 § 2,183,375

OPEB Plan Fiduciary Net Position: Separatelygdssued financial statements for PARS may be obtained from
Public Agency Retirement Services, 4350 Von'K@rman Avenue, Newport Beach, CA 95660.

OPEB Expense and Deferred Outflowswof Resources and Deferred Inflows of Resources: For the year
ended June 30, 2023, the District reéognizéd OPEB expense of $288,508. At June 30, 2023, the District
had deferred inflows related to the OPEB plan from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Employer contributions made subsequent to the
measurgment date $ 296,011
Difference between projected and actual earnings 449,244  § (221,005)
Changesin assumptions (345,775)
Difference between expected and actual experience 417,654 (8,797)
Total $ 1,162909 § (575,577)

The’amount reported as deferred outflows of resources related to contributions after the measurement date
will be recognized as a reduction of the net OPEB liability in the subsequent fiscal year. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be
recognized in OPEB expense over 5 years for investment earning differences and over the expected average
remaining service lifetime of 7.64 years for other changes and differences.
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will
be recognized in OPEB expense as follows:

Year Ended June 30
2024 $ 88,632
2025 82,370
2026 66,805
2027 107,320
2028 (53,8006)
Thereafter -

$ 291,321

|NOTE 10 — SPECIAL ASSESSMENT DISTRICTl

The District adopted a resolution for the formation of"Rancho Murieta Community Services District
Community Facilities District No. 2014-1 (Rancho Nogth/Mutieta Gardens) CFD 2014-1. CFD 2014-1 was
formed as part of a financing plan for public infrastructure Facilities and other governmental Facilities to
support the development of a hotel and otherg€ommercial, residential and mixed use properties being
developed on approximately 828 acres of land within the District boundaries of CFD 2014-1. On January
29, 2015 bonds in the amount of $5,960,000 were,isstied to finance the costs of the Facilities and to finance
costs associated with the issuance of bonds. During the 2014-2015 fiscal year, a special tax was approved
by voters and has been authorized by the Board of Directors to be levied on lots and parcels within CFD
2014-1 commencing with the fiscalyyear 2016-17 tax levy. Proceeds from the Special Tax will be used to
repay the bonded indebtednessyand associated costs. The District is acting as an agent for the property
owners and is not liable foraepayment of the bonds.

The amount of special assessment debt at June 30, 2024, is:

Community Facilities District No. 2014-1 $ 5,280,000

INOTE 11— INSURANCE]

The Districtaparticipates in the Golden State Risk Management Authority (GSRMA), a public entity risk
poolyof California water agencies, for general and auto liability, employee liability, property damage and
workersr:compensation liability. GSRMA provides insurance through the pool up to a certain level, beyond
which group-purchased commercial excess insurance is obtained.

The District pays an annual premium to GSRMA that includes its pro-rata share of excess insurance
premiums, charges for the pooled risk, claims adjusting and legal costs, and administrative and other costs
to operate the GSRMA. The District’s deductibles and maximum coverage are as follows:
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Commercial
Coverage GSRMA Insurance Deductible
General and auto liability $ 250,000 $ 1,000,000 None
Property damage $ 5,000-25,000 $ 25,000,000 $250to 1,000
Employee $ 25,000 $§ 10,000,000 $ 2,500
Workers compensation liability $ 300,000 Statutory None

|NOTE 12 — REVENUE LIMITATION IMPOSED BY CALIFORNIA PROPOSITION 218|

Proposition 218, which was approved by the voters in November 1996 will regulate the District’s ability to
impose, increase, and extend taxes and assessments. Any new, increasedsor extended taxes and assessments
subject to the provisions of Proposition 218 requires voter approval before it can be implemented.
Additionally, Proposition 218 provides that these taxes and ass€ssments/are subject to voter initiative
process and may be rescinded in future years by the voters.

INOTE 13 - COMMITMENTS AND CONTINGENCIES)

Grants: Amounts received or receivable from grant agencies are subject to audit and adjustment by the
grantor. Any disallowed claims, including amounts already collected, may constitute a liability of the
applicable funds. The amount, if any, of expenditurés that may be disallowed by the grantor cannot be
determined at this time, although the District expeets such amounts, if any, to be immaterial.

Commitments: The District entered mto a solid waste agreement with California Waste Recovery System
in 2023 that terminates June 30, 2035, with an option to extend. The rates are stated in the contract based
on the type of service and are subject to an annual increase based on the Consumer Price Index, not to
exceed 5.5% per year.

The District received funding from landowners for the construction of Phase 1 of the water treatment plant
expansion, of which $540,000 was to be reserved to fund a portion of the Phase 2 expansion. This reserve
amount was uséed by the District to cover cost overruns on the Phase 1 construction. Should construction
of Phase 2 move forward, the District would be required to provide the $540,000 of funding on the project
within 124nonths of notification that Phase 2 will proceed. The remaining cost of Phase 2 would be funded
by the,Jandowners. It is unknown whether the landowners will seek to move forward with Phase 2 of the
projecty Thedandowners did not move forward with Phase 2 and the funding remains with the District as of
June 30, 2023.

INOTE 14 —- SUBSEQUENT EVENTS|

Subsequent to June 2023, the District was involved in legal claims during the normal course of business.
One of the legal claims was settled in May 2025 in the amount of $375,000. The District is responsible for
$200,000 of the settlement and the remaining amount is covered by insurance.

During May 2024, the Board approved the transfer of OPEB assets from PARS’ funding to California
Employers’ Retiree Benefit Trust (CERBT).
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In November 2024 the District executed a construction agreement for the Wastewater Treatment Facility
Sodium Hypochlorite Improvements/Chlorine Contact Basin Expansion — Phase 1 Project in the amount of
$2,402,558.

In May 2026 the District executed a construction agreement for the Equestrian Access Culvert Projectsn
the amounts of $343,000.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
For the Year Ended June 30, 2023
SCHEDULE OF THE PROPORTIONATE SHARE OF THE

NET PENSION LIABILITY
Last 10 Years

2023 2022 2021 2020 2019 2018 2017 2016 2015

Proportion of the net pension liability 0.09858% 0.11678% 0.09197% 0.08890% 0.08381% 0.08399% 0.07992% 0.07967% 0.08554%
Proportionate share of the net pension liability $ 4,612,809 $ 2,217,477 $ 3,879,564 $ 3,560,102 $ 3,158,658 § 3,310,789, $12,776,304 $ 2,185,709 $ 2,114,104
Covered payroll - measurement period $ 2440518 $ 1,734,776 $ 2,011,198 $ 1,777,349 $ 1,700,521 § 1,844:259 8% 1,854,042 $ 1,776,986 $ 1,776,986
Proportionate share of the net pension liability

as a percentage of covered payroll 189.01% 127.82% 192.90% 200.30% 185.75% 179.52% 149.74% 123.00% 118.97%
Plan fiduciary net position as a percentage of

the total pension liability 72.91% 86.39% 59.65% 68.19% 75.68% 73.42% 78.44% 81.69% 79.18%
Notes to Schedule:
Reporting valuation date June 30,2021  June 30,2020 June 30,2019 June 30, 2018" June 30,2017 June 30,2016 June 30,2015 June 30,2014 June 30, 2013
Reporting measurement date June 30,2022  June 30,2021 June 30,2020 June 30,2019 June3052018 June 30,2017 June 30,2016 June 30,2015 June 30,2014

Change in benefit terms: None

Changes in assumptions: The discount rate was changed from 6.75% (net of administrative expenses) to 7.00%/in the June 30, 2021 actuarial valuation. The discount rate was changed to 7.00% in the June
30, 2022 actuarial valuation.

SCHEDULE OF CONTRIBUTIONS TO THE,PENSION PLAN

Last10 Years
2023 2022 2021 2020 2019 2018 2017 2016 2015
Contractually required contribution
(actuarially determined) $ 542,081 $  467,657,$ 430,634 § 393,756 $ 336,982 $§ 282817 $§ 269924 § 250,997 § 222,235
Contributions in relation to the actuarially
determined contributions (542,081) (467,657), (430,634) (393,756) (336,982) (282,817) (269,924) (250,997) (222,235)
Contribution deficiency (excess) $ - .S 2 3 - 8 - 8 - 8 - S - $ - S -
Covered payroll - fiscal year $ 2,463,801 $02,4404518 $ 1,734,776 $ 2,011,198 $ 1,777,349 $ 1,700,521 $ 1,844,259 $ 1,854,042 $ 1,776,986
Contributions as a percentage of covered payroll 22.00%, 19.16% 24.82% 19.58% 18.96% 16.63% 14.64% 13.54% 12.51%
Notes to Schedule:
Contribution valuation date June 30,2020 June 30,2019 June 30,2018 June 30,2017 June 30,2016 June 30,2015 June 30,2014 June 30,2013 June 30,2012
Methods and assumptions used to
determine contribution rates: Entry age normal cost method
Amortization method Level percentage of payroll, closed
Remaining amortization period Varies by rate plan, not more than 30 years
Asset valuation method Market Market Market Market Market Market Market Market 15-year
Value Value Value Value Value Value Value Value smoothed
market
Inflation 2.50% 2.50% 2.50% 2.625% 2.75% 2.75% 2.75% 2.75% 2.75%
Salary increases Varies by entry age and service
Payroll growth 2.75% 2.75% 2.875% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Investment rate of#feturnand discount rate 7.00% 7.00% 7.00% 7.25% 7.375% 7.50% 7.50% 7.50% 7.50%
Retirement age 50 to 67 years. Probabilities of retirement are based on the most recent CalPERS Experience Study.
Mortality Most recent CalPERS Experience Study

Omitted yearsi) GASB Statement No. 68 was implemented during the year ended June 30, 2015. No information was available prior to this date. Future years will be added prospectively as they become
available.
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SCHEDULE OF CHANGES IN THE NET OPEB LIABILITY AND RELATED RATIOS

Measurement period
Total OPEB liability
Service cost

Interest

Differences between expected and actual experience

Changes in assumptions

Benefit payments

Net change in total OPEB liability
Total OPEB liability - beginning

Total OPEB liability - ending (a)

Plan fiduciary net position

Contributions - employer

Net investment income

Benefit payments

Administrative expenses

Net change in plan fiduciary net position
Plan fiduciary net position - beginning

Plan fiduciary net position - ending (b)
Net OPEB liability - ending (a)-(b)

Plan fiduciary net position as a percentage of the
total OPEB liability

Covered - employee payroll - measurement period

Net OPEB liability as percentage of covered -
employee payroll

Notes to schedule:
Valuation date
Measurement period - fiscal year ended

Benefit changes. None.

Last 10 Years

2023 2022 2021 2020 2019 2018
$ 115906 $ 132255 $ 125957 $ 119,959 § 120,587 4% 120,587
274,665 291,638 279,650 218,561 202,076 193,101
38,018 (13,776) 819,620 (9,086) (13,414)

(406,563) (116,222)
(287,910) (275,268) (180,096) (170,520) (114,202) (101,226)
102,661 (219,920) 211,735 871,398 199,375 199,048
3,949,385 4,169,305 3,957,570 3,086,172 2,886,797 2,687,749
$ 4,052,046 $ 3,949,385 $ 4,169,305 $ 3,957,570¢ 8 3,086,172 $ 2,886,797
$ 287910 $ 275268 $ 292,596 §, 352,020 $ 328,402 $ 189,009
(325,300) 520,844 66,025 93,530 121,097 127,890
(287,910) (275,268) (180,096) (170,520) (114,202)

(5,456) (4,337)
(325,300) 520,844 1783525 275,030 329,841 312,562
2,699,451 2,178,607 2,000,082 1,725,052 1,395,211 1,082,649
$ 2374151 $ 2699451 $ 2,178,607 $ 2,000,082 $ 1,725,052 $ 1,395211
$ 1,677,895 $§ 1,249934 $ 1,990,698 $ 1,957,488 § 1,361,120 § 1,491,586
58.59% 68.35% 52.25% 50.54% 55.90% 48.33%
$ 2,0131324°$ 1,734,776 $ 2,011,198 $ 1,933,439 $ 1,755,788 $ 1,770,521
83.35% 72.05% 98.98% 101.24% 77.52% 84.25%
June 30,2021  June 30,2021 June 30,2019 June 30,2018 June 30,2017 June 30, 2017

June 30, 2022

June 30, 2021

June 30, 2020

June 30, 2019

June 30, 2018

June 30, 2017

Omitted years: GASB Statement No. 75 was implemented during the year ended June 30, 2018. No information was available prior to this date. Information
will be added prospectively as itbecomés available until 10 years are reported.
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Last 10 Years

2024 2023 2022 2021 2020 2019 2018
Actuarially or contractually determined contribution -
employer fiscal year $ 319294 § 229,742 § 222,510 $4 287225 § 278,685 § 298,011 § 286,184
Contributions in relation to the determined contributions (313,302) (297,243) (287,910) (275,268) (292,596) (352,020) (328,402)
Contribution deficiency (excess) $ 5992 § (67,501) §  (65,400), $ 11,957 § (13,911) $ (54,009) $  (42,218)
Covered - employee payroll - employer fiscal year $ 2,527,012 $ 2,463,801 $ 24013,132 /$ 2,011,198 $ 1,996,276 $ 1933439 $§ 1,777,349
Contributions as a percentage of covered - employee payroll 12.40% 12.06% 14.30% 13.69% 14.66% 18.21% 18.70%

Notes to Schedule:

Valuation date June 30, 2023

Methods and assumptions used to determine contribution rates:
Actuarial Cost Method

Amortization method

Asset valuation method

Inflation

Healthcare cost trend rates

Salary increases

Investment rate of return

Retirement age

Mortality

3.25%
6.40%

June 30, 2021

3.00%
7.00%

June 30, 2021

June 30, 2019

June 30, 2019

Entry-age normal cost method

Market value of assets

2.50%

June 30, 2017

5.20% in 2022 trending down to 4.00% in 2065

3.00%
7.00%

3.25%
7.00%

3.25%
7.00%

7.00%

Based on 2021 CalPERS experience study.

June 30, 2017

Level percentage of ernings or service of the individual between entry age and assumed exit age.

7.00%

50-75 years. Probabilities of retirement are based on the 2017 CalPERS experience study.

Omitted years: GASB Statement No. 75 was'implemented during the year ended June 30, 2018. No information was available prior to this date. Information will be added

prospectively as it becomes available until 10 yearsiare reported.
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550 Howe Avenue, Suite 210

IC H A RD S O N Sacramento, California 95825
& COMPANY ui» TOPTERX: (916) 564.8728

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Rancho Murieta Community Services District
Rancho Murieta, California

We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Governmentduditing Standards, issued by the
Comptroller General of the United States, the financial statements of the funds and the fiduciary fund of
the Rancho Murieta Community Services District (the District) as‘of and for the year ended June 30, 2023,
and the related notes to the financial statements, which collectivelyacomprise the District’s basic financial
statements, and have issued our report thereon dated , 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the fipancial statements, we considered the District’s internal
control over financial reporting (internal cofitrol) as™a basis for designing audit procedures that are
appropriate in the circumstances for the purposefof expressing our opinion 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.onithe effectiveness of the District’s internal control.

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

Our consideration of'internal control was for the limited purpose described in the preceding paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses or
significantideficiencies and therefore, material weaknesses or significant deficiencies may exist that were
notyidentified. We identified certain deficiencies in internal control, described in the accompanying
scheédule'of findings and questioned costs, that we consider to be material weaknesses as items 2022-001,
2021-001 and 2021-002.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The

38



To the Board of Directors
Rancho Murieta Community Services District

results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Response to Findings

Government Auditing Standards require auditors to perform limited procedures on the District’s resporise
to the findings identified in our audit is described in the accompanying schedule of findings and questioned
costs. The District’s response was not subject to the auditing procedures applied in the audit of the finaneial
statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control'and compliance
and the results of that testing, and not to provide an opinion on the effectiveness, ofsthe,entity’s internal
control or on compliance. This report is an integral part of an audit performed, in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

, 2026
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
SCHEDULE OF PRIOR YEAR FINDINGS

FOR THE YEAR ENDED JUNE 30, 2023

MATERIAL WEAKNESSES IN INTERNAL CONTROL

Prior Year Findings

Finding 2022-001: Timely record keeping

Condition: The accounting records were not maintained up-to-date during the fiscal year. Payroll expenses
for employees were not recorded in the general ledger until after year-end in one large journal,entry, and
the bank reconciliations were not performed until after the end of the fiscal year.

Criteria: Accounting transactions must be recorded timely and accurately to maintain ‘sufficient internal
control over accounting records and to provide real-time financial information te;manage the District.

Cause: The District has had staff turnovers over the last few years in the accounting/department leaving its
ability to record transactions timely limited.

Effect: Potential for misstated accounting records and the inability, of the District to manage its cash
balances.

Recommendation: We recommend the District ensure at J€ast cash transactions are recorded on a timely
basis, even though the District us behind in closing its books,on the accrual basis.

Current Status: The District has retained a Director of Finance that has been working toward maintaining
the District’s accounting system up-to-date.

District’s response: In conjunction with the‘preparation of outstanding audits, the District has continued to
strengthen its financial recordkeeping processes, Monthly payroll journal entries, cash receipts and revenue
transactions, and other material accoufiting.activities have been recorded in the accounting system to bring
the financial records current. Beginning in January 2026, preliminary financial reports for the five-month
period ended November 30, 2025, haye been presented to the Finance and Board Committee, enhancing
financial transparency and stiengthening governance oversight. As of August 2026, we are finalizing the
accounting records through July=31, 2026, and continue to make significant progress in closing historical
financial reporting gaps.

Finding 2021-001 and 2020-001: Year-End Closing Procedures

Condition: The audit was delayed because of delays in producing closing entries, trial balances, schedules,
reconciliations; account analyses, and other financial reports needed by management and the auditors, due
to the Distriet having difficulty finding qualified staff.

To.ensure the'year-end closing process proceeds more quickly and smoothly, we recommend developing a
Chegcklistithat indicates who will perform each procedure and when completion of each procedure is due
and is accomplished. The District needs to ensure that all balance sheet accounts are reviewed and
reconciled to supporting schedules and are reviewed and approved prior to the beginning of the audit.

Recommendation: We recommend that the District streamline accounting processes to create timely,
accurate financial reporting. Reconciliations of account balances should be performed throughout the year.
A closing procedures checklist would ensure account balances are reviewed and corrected prior to the start
of the audit. The review function should include monitoring compliance with District policy and generally
accepted accounting principles. Procedures should be in place to prepare the required reconciliations at
year-end and post entries needed to close the books prior to the start of the audit.
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RANCHO MURIETA COMMUNITY SERVICES DISTRICT
SCHEDULE OF PRIOR YEAR FINDINGS (Continued)

FOR THE YEAR ENDED JUNE 30, 2023

Current Status: The District has now retained qualified staff to ensure that all the balance sheets are
reviewed and reconciled and approved prior to the beginning of the audit. A streamlined accounting process
which includes routine reconciliation according to the District policy and generally accepted accountifig
principles is substantially installed.

Finding 2021-002 and 2020-002: Developer-constructed infrastructure

Condition: Developer-constructed infrastructure that is deeded to the District does not appearto havebeen
recorded as capital assets in the District’s general ledger. One transaction was identifi€dadating back to
2007, but there may be others.

Criteria: A complete and accurate capital asset listing, including developer-construetéd assets, needs to be
maintained.

Cause: It appears certain policies and procedures related to developer-donated infraStructure have not been
put into place.

Effect: This situation creates a misstatement of the capital assetsq

Recommendation: We recommend the District evaluate the extentyof developer-donated infrastructure
received and estimate and record the amount of developer-donated assets and related depreciation in its
general ledger and capital asset listing.

Current Status: This issue still exists, but donated infrastructure was properly recorded in fiscal year 2023
and 2024.

District’s response: The District has beguntevaluating developer-donated infrastructure assets and has
recorded the value of identified develeper-contributed assets, along with the related depreciation, in both
the general ledger and the fixed asset, subledger for fiscal years 2023 and 2024. The District anticipates
completing the identification and ‘evaluation of all developer-donated infrastructure and making any
necessary adjustments to the acéeunting records in subsequent fiscal years. This effort will help ensure the
completeness and accuracy/of the District's capital asset records and related financial reporting.
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