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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Florin County Water District
Sacramento, California

We have audited the accompanying financial statements of Florin County Water District as of and for the fiscal year
ended June 30, 2018, and the related notes to the financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our Responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit includes performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the District’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the District’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall financial statement presentation,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Basis for Qualified Opinion

The District did not have an actuary perform the GASB 75 valuation for its other post-employment benefits (OPEB).
Because the District did not have an actuary report prepared and a policy establishing funding levels, trustee and other
items as required by U.S. generally accepted accounting principles, the liability was not known as of the date of this
report and no liability was recorded in these financial statements. The required note disclosure is also omitted from
the notes to the financial statements.



Opinion

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion paragraph, the
financial statements referred to above present fairly, in all material respects the financial position of Florin County
Water District as of June 30, 2018, and the changes in financial position and the results of its cash flows for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

The Florin County District has not presented the Management Discussion and Analysis that accounting principles
generally accepted in the United States has determined is necessary to supplement, although not required to be part of,
the basic financial statements.

The required supplementary information other than MD&A, as listed in the table of contents on page 17 as Schedule
of the Plan’s Proportionate Share of the Net Pension Liability, and page 18 as Schedule of District Contributions, is
presented to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board (GASB), who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

=

Larry Bain, CPA,
An Accounting Corporation
October 27, 2022



FLORIN WATER DISTRICT

STATEMENT OF NET POSITION
JUNE 30, 2018

Assets and Deferred Qutflows of Resources

Current Assets
Cash
Investments
Accounts receivable
Prepaid insurance
Interest receivable
Total current assets
Noncurrent Assets
Capital assets
Nondepreciable capital assets
Land
Construction in progress

Depreciable capital assets

Source of supply

Pumping equipment

Transmission and distribution

General

Less accumulated depreciation
Total depreciable capital assets
Total capital assets (net of accumulated depreciation)
Total noncurrent assets

Total assets

Deferred Ouflows of Resources
Deferred outflows-pensions

Liabilities Deferred Inflows of Resources and Net Position
Current Liabilities

Accounts payable

Salary payable

Customer advance payments

Customer deposits
Compensated absences
Total current liabilities
Long-Term Liabilities
Net pension liability
Compensated absences
‘otal long-term liabilities
Total liabilities
Deferred Inflows of Resources
Deferred inflows-pensions
Net Position
Net investment in capital assets
Unrestricted
Total net position

$ 225819
1,197,031
297911
11,159
5,266

1,737,186

18,319

1,466,176
165,671
2,652,360
490,872

(2,117,910)
2,657,169
2,675,488

2,675,488

4,412,674

158.081

131,313
33,724
43,212
10,500
12,858

231,607

338,209

25,942

364,151

595,757

6,159

2,675,488
1,293,351

_$3968.839_

The accompanying notes are an integral part of these financial statements
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FLORIN WATER DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Operating revenue
Water sales
Hydrant fees
Other operating revenue

Total operating revenues

Operating expenses
Source of supply
Pumping
Water treatment
Transmission and distribution
Administration and general
Depreciation
Total operating expenses
Operating income (loss)

Nonoperating revenue (expenses)
Connection fees
Interest income
Nonoperating revenues (expenses)
Increase in net position

Net position, July |
Net position, June 30

JUNE 30, 2018

$ 2,324,275
141,740

75,420
2,541,435

187,241
26,759
220,079
1,076,998
111,489

1,622,566
918,869

128,330

11,023

139,353

1,058,222

2,910,617

$ 3,968,839

The accompanying notes are an integral part of these financial statements
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FLORIN WATER DISTRICT

STATEMENT OF CASH FLOWS
JUNE 30,2018

Cash flows from operating activities:
Cash receipts from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Net cash provided by (used) in operating activities

Cash flows from capital and related financing activities:
Connection fees
Additions to capital assets
Net cash provided by (used) in capital and related financing activities

Cash flows from investing activities:
Interest received on investments

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of cash and cash equivalents to the balance sheet:

Cash
Investments
Cash and cash equivalents, June 30

Reconciliation of operating income (loss) to
net cash provided by operating activities
Operating Income (Loss)
Adjustments to reconcile operating income (loss) to
net cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
Accounts receivable
Prepaid expense
Accounts payables
Accrued payroll
Customer advance payments
Pension liability
Customer deposits
Compensated absences
Net cash provided by (used) in operating activities

$ 2,490,874
(559,518)

(842,874)
1,088,482

128,330

(449.209)
(320.879)

6,747

774,350
648,500
$ 1,422,850

$ 225819
1,197,031
$ 1,422,850

$ 918,869

111,489

(47,348)
(11,159)
63,542
10,330
987
30,996
(4,200)
14,976
_S$ 1.088482

The accompanying notes are an integral part of these financial statements
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FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note | Summary of Significant Accounting Policies

The Florin County Water District was established in 1959. The District operates under the California Water Code.
Division 12, Section 30,000 et. Seq. The District is a separate legal reporting entity operating in Sacramento County:.
The district provides urban water to approximately 2,213 connections using groundwater pumped from 10 wells. The
District’s governing body is a Board of Directors comprised of five members with four year staggered terms.

A. Reporting Entity

The District has defined its reporting entity in accordance with generally accepted accounting principles, which
provides guidance for determining which governmental activities, organizations, and functions should be included in
the reporting entity. In evaluating how to define the District for financial reporting purposes, management has
considered all potential component units. The primary criterion for including a potential component unit within the
reporting entity is the governing body’s financial accountability. A primary governmental entity is financially
accountable if it appoints a voting majority of a component unit’s governing body and it is able to impose its will on
the component unit, or if there is a potential for the component unit to provide specific financial benefits to, or impose
specific financial burdens on, the primary government. A primary government may also be financially accountable if
a component unit is fiscally dependent on the primary governmental entity regardless of whether the component unit
has a separately elected governing board, a governing board appointed by a higher level of government, or a jointly
appointed board.

No operations of other entities met the aforementioned oversight criteria for inclusion or exclusion from the
accompanying financial statements in accordance with the Governmental Accounting Standards Board.

B. Fund Accounting

The accounting records of the District are organized on the generally accepted basis of accounting for an enterprise
fund.

Enterprise Fund — An Enterprise fund is used to account for the District's water operations that is financed and operated
in a manner similar to a private business enterprise, where the intent of the Board of Directors is that the costs
(expenses, including depreciation) of providing services to the general public on a continuing basis be financed or
recovered primarily through user charges.

C. Basis of Accounting

The accompanying financial statements have been prepared on the full accrual basis of accounting. This is a basis of
accounting that conforms to accounting principles generally accepted in the United States of America.

Generally accepted accounting principles require all proprietary funds to use the accrual basis of accounting. The
revenues are recognized when they are earned. Expenses are recognized under the accrual basis of accounting when
the related fund liability is incurred.

Operating revenues in the proprietary funds are those revenues that are generated from the primary operation of the
fund. All other revenues are reported as nonoperating revenues. Operating expenses are those expenses that are
essential to the primary operations of the fund. All other expenses are reported as nonoperating expenses.



FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 1: Summary of Significant Accounting Policies (Continued)

D. Fixed Assets

Acquisitions of fixed assets are capitalized at cost and the related accumulated depreciation is recorded. Depreciation
is provided for using the straight line method over the estimated useful lives as indicated in the District’s capital asset
policy. The District has adopted a capital asset policy in accordance with GASB 34.

EE. Cash Equivalents

For purpose of the statement of cash flows, the District considers cash and cash equivalents as short term, highly liquid
investments that are both readily convertible to known amounts of cash and so near their maturity that they present
insignificant risk of changes in value because of changes in interest rates. This includes bank accounts and deposits
with the State of California Local Agency Investment Fund (LAIF).

F. Accrued Unbilled Revenue

During the year, metered water connections are read and bills rendered after the period of usage. Revenue for water
distributed but not yet billed is accrued at fiscal year-end to match revenues with related expenses.

G. Budgetary Reporting,

The District prepares an annual operating and capital budget, which is approved and adopted by the Board of Directors.
The budget serves as an approved plan to facilitate financial control and operational evaluation. California State law
does not require formal adoption of appropriated budgets for enterprise funds.

H. Use of Estimates in the Preparation of Financial Statements:

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date

of the financial statements and the reported amount of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

. Insurance:

The District maintains a commercial package policy that provides limits of liability of $5,000,000 per occurrence
annually.



FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 1: Summary of Significant Accounting Policies (Continued)

J.  Net Position:

Net position comprises the various net earnings from operating income, non-operating revenues and expenses and
capital contributions. Net position are classified in the following three components:

Net investment in capital assets-This component of net position consists of capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any bonds, mortgages, notes or other borrowings that are
attributable to the acquisition, construction or improvement of those assets. If there are significant unspent related debt
proceeds at year-end, the portion of the debt attributable to the unspent proceeds is not included in the calculation of
invested in capital assets, net of related debt. Rather, that portion of the debt is included in the same net position
component as the unspent proceeds.

Restricted-This component of net position consists of constraints imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of other governments or constraints imposed by law through

constitutional provisions or enabling legislation.

Unrestricted net position-This component of net position consists of net position that do not meet the definition of
“restricted” or “net investment in capital assets.”

Note 2: Cash and Investments

Cash and investments are reported on the balance sheet as follows:

Cash $ 225,819
Investments 1,197,031
Total cash $ 1,422,850
General checking $ 225,819
Local Agency Investment Fund 1,197,031
Total cash $ 1,422,850




FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 2: Cash and Investments (Continued)

A. Investments Authorized by the California Government Code and the Entity’s Investment Policy

The table below identifies the investment types that are authorized for the Florin County Water District (District) by
the California Government Code (or the District’s investment policy, where more restrictive). The table also identifies
certain provisions of the California Government Code (or the District’s investment policy, where more restrictive) that
address interest rate risk, credit risk and concentration of credit risk. This table does not address investments of
debt proceeds held by bond trustees that are governed by the provisions of debt agreements of the District, rather than
the general provisions of the California Government Code or the District investment policy.

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

Local agency bonds 5 years None None
U.S. treasury obligations 5 years None None
State of California obligations 5 years None None
U.S. agency securities 5 years None None
Banker's acceptances 180 days 40% 30%
Commercial paper 270 days 40% 10%
Negotiable CDs 5 years 30% None
Repurchase agreements 1 years None None
Reverse repurchase agreements 92 days 20% None
Medium term notes 5 years 30% None
Mutual/money market funds 5 years * 20% 10%
Collateralized bank deposits 5 years None None
Mortgage pass-through securities 5 years 20% 15%
Time deposits 5 Years None None
Local Agency Investment Fund (LAIF) 5 years * None None

* The five year maximum maturity can be extended by the Board of Directors. Also, the maximum
maturity can be extended if the funds are reserved for bond, COP or note payments to coincide
with the required repayments.

B. Disclosures Relating to Interest Rate Risk

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

Information about the sensitivity of the fair values of the District’s investments to market interest rate fluctuations is
provided by the following table that shows the distribution of the District’s investment by maturity:



FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 2: Cash and Investments (Continued)
B. Disclosures Relating to Interest Rate Risk (Continued)

Remaining Maturity (in Months)

12 Months 13-48
[nvestment Type Totals or Less Months
State Investment Pool* $ 1,197,031 $ 1.197,031 § -
Totals $ 1,197,031 $ 1,197,031 $ -

*Not subject to categorization

C. Concentrations of Credit Risk

The investment policy of the District contains limitations on the amount that can be invested in any one issuer. There
are no investments to one issuer exceeding those limits.

D. Custodial Credit Risk

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

At June 30, 2018, the District’s deposit balance was $225,819 and the carrying amount was $227,639. The difference
between the bank balance and the carrying amount was due to normal outstanding checks and deposits in transit. Of
the bank balance, all was covered by the Federal Depository Insurance and none was covered by collateral held in the
pledging bank’s trust department in the District’s name.

E. Investment in State Investment Pool

LAIF is included in the State’s Pooled Money Investment Account. The total amount invested by all public agencies
in the State’s Pooled Money Investment Account approximates $88.94 billion. Of the $88.94 billion managed by
the State Treasurer, 100% is invested in non-derivative financial products and 2.67% 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.

Investments are accounted for in accordance with the provisions of GASB Statement No. 31, which requires
governmental entities to report certain investments at fair value in the balance sheet and recognize the corresponding
change in fair value of investments in the year in which the change occurred. The District reports its investments at
fair value based on quoted market information obtained from fiscal agents or other sources if the change is material
to the financial statements.
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FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 3: Capital Assets

Capital asset activity for the fiscal year ended June 30, 2018 was as follows:

Balance Adjustments Adjustments Balance
June 30,2017  and additions  and retirements  June 30, 2018

Capital assets, not being depreciated:

Land $ 18319  § - $ - $ 18,319
Construction in progress 155,988 (155,988) -
Capital assets being depreciated:
Source of supply 1,396,073 70,103 1,466,176
Pumping plant 114,901 50,770 165,671
Transmission and
distribution 2,226,138 426,222 2,652,360
General 491,203 58,102 (58,433) 490,872
Total capital assets
being depreciated 4228315 605,197 (58,433) 4,775,079
Less accumulated
depreciation: (2,064,854) (111,489) 58433 (2,117,910)
Total capital assets being
depreciated, net 2,163,461 493,708 2,657,169
Total capital assets, net $ 2337768 § 493,708 $§  (155988) $§ 2675488
Note 4: Long-term Liabilities
Balance Retirements/ Balance Due Within
July 1, 2017 Additions Adjustments June 30, 2018 One Year
Compensated absences $ 23822 § 40,692 § (25,715) % 38,799 § 12,858
Net pension liability (note 4) 283,289 54,920 338,209
Totals $ 307,111 § 95612 $ (25,715) % 377,008 § 12,858

Long-term obligations consisted of the following:
Compensated Absences

Full-time employees accrue vacation days throughout the year, based upon the number of years of completed
service. Full time employee’s accrue vacation from hire date to 5 years of service at 5.83 hours per pay month
and over 5 years is 8.75 hours per month. Earned but unused vacation benefits can be converted to cash at
termination or retirement from employment. Accumulated sick leave is not paid out at termination of
employment, however based on the CalPERS contract, an eligible employee’s accumulated sick leave can be
applied to years of service with CalPERS.



FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 5: Defined Benefit Pension Cost-Sharing Employer Plan

A.  General Information about the Pension Plans

Plan Descriptions — All qualified permanent and probationary employees are eligible to participate in the District’s
separate Miscellaneous Classic and Miscellaneous PEPRA Employee Pension Plans, cost-sharing multiple
employer defined benefit pension plans administered by the California Public Employees” Retirement System
(CalPERS). Benefit provisions under the Plans are established by State statute and District resolution. CalPERS
issues publicly available reports that include a full description of the pension plans regarding benefit provisions,
assumptions and membership information that can be found on the CalPERS website.

Benefits Provided — CalPERS provides service retirement and disability benefits, annual cost of living adjustments
and death benefits to plan members, who must be public employees and beneficiaries. Benefits are based on years
of credited service, equal to one year of full time employment. Members with five years of total service are eligible
to retire at age 55 with statutorily reduced benefits. All members are eligible for non-duty disability benefits
after 10 years of service. The death benefit is one of the following: the Basic Death Benefit, the 1957 Survivor
Benefit, or the Optional Settlement 2W Death Benefit. The cost of living adjustments for each plan are applied as
specified by the Public Employees® Retirement Law.

The Plans” provisions and benefits in effect at June 30, 2018, are summarized as follows:

Prior to On or after
Hire date January 1, 2013 January 1, 2013
Benefit formula 2.0% (@ 60 2% (@ 62
Benefit vesting schedule 5 years service 5 vears service
Benefit payments monthly for life monthly for life
Retirement age 50-55 52-67
Monthly benefits , as a % of eligible compensation 1.5% to 2% 1.0% to 2%
Required emplovee contribution rates 7% 6.25%
Required employer contribution rates 7.20% 6.53%

Contributions — Section 20814(c) of the California Public Employees” Retirement Law requires that the employer
contribution rates for all public employers be determined on an annual basis by the actuary and shall be effective on
the July 1 following notice of a change in the rate. Funding contributions for the Plans are determined annually on
an actuarial basis as of June 30 by CalPERS. The actuarially determined 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 required to contribute the difference between the actuarially determined rate and
the contribution rate of employees.

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

Contributions-employer $ 55,672

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources
Related to Pensions

As of June 30, 2018, the District reported net pension liabilities for its proportionate shares of the net pension
liability of the Plan as follows:
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FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 5: Defined Benefit Pension Cost-Sharing Employer Plan (Continued):

Proportionate share of
Net pension liability
338,209

Miscellanous Plan $

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

The District’s proportionate share of the net pension liability as of June 30, 2017 and 2018 was as follows:

Proportion - June 30, 2017 0.00815%
Proportion - June 30, 2018 0.00858%
Change - Increase (Decrease) 0.00042%

For the year ended June 30, 2018, the District recognized pension expense of $83,323. At June 30, 2018,
the District reported deferred outflows of resources and deferred inflows of resources related to pensions from the

following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between expected and actual experience b - 5 (6,159)
Changes of assumptions 52,968
Net difference between projected and actual earnings

on pension plan investments 12,968
Changes in proportion and differences between

District contributions and proportionate share of contributions 37,173
District contributions subsequent to the measurement date 54,972
Total by 158,081  § (6,159)

$54,972 reported as deferred outflows of resources related to contributions subsequent to the measurement date
will be recognized as a reduction of the net pension liability in the year ended June 30, 2019,

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will
be recognized as pension expense as follows:

Measurement Period
Ended June 30:

2019 $ (34.771)
2020 $ (45,649)
2021 $ (24.230)
2022 $ 7,700
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FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 5: Defined Benefit Pension Cost-Sharing Employer Plan (Continued):

Actuarial Assumptions — The total pension liabilities in the June 30, 2016 actuarial valuations were determined
using the following actuarial assumptions:

Valuation Date June 30, 2016
Measurement Date June 30, 2017
Actuarial Cost Method Entry-Age Normal Cost
Actuarial Assumptions:
Discount Rate 7.65%
[nflation 2.75%
Payroll Growth 3.00%
Projected Salary Increase 3.3% - 14.2% (1)
Investment Rate of Return 7.5% (2)

Discount Rate — The discount rate used to measure the total pension liability was 7.65% for each Plan. To determine
whether the municipal bond rate should be used in the calculation of a discount rate for each plan, CalPERS
stress tested plans that would most likely result in a discount rate that would be different from the actuarially
assumed discount rate. Based on the testing, none of the tested plans run out of assets. Therefore, the current
7.65 percent discount rate is adequate and the use of the municipal bond rate calculation is not necessary. The
long term expected discount rate of 7.65 percent will be applied to all plans in the Public Employees Retirement
Fund (PERF). The stress test results are presented in a detailed report that can be obtained from the CalPERS
website.

CalPERS reviews all actuarial assumptions as part of its regular Asset Liability Management (ALM) review cycle.
Any changes to the discount rate requires Board action and proper stakeholder outreach. For these reasons, CalPERS
expects to continue using a discount rate net of administrative expenses for GASB 67 and 68 calculations. CalPERS
will continue to check the materiality of the difference in calculation until such time as they change methodology.

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 years) and the long-term (11-
60 years) using a building-block approach. Using the expected nominal returns for both short-term and long-term,
the present value of benefits was calculated for each fund. The expected rate of return was set by calculating
the single equivalent expected return that arrived at the same present value of benefits for cash flows as the one
calculated using both short-term and long-term returns. The expected rate of return was then set equivalent to
the single equivalent rate calculated above and rounded down to the nearest one quarter of one percent.



FLORIN COUNTY WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018

Note 5: Defined Benefit Pension Cost-Sharing Employer Plan (Continued):

The table below reflects the long-term expected real rate of return by asset class. The rate of return was calculated
using the capital market assumptions applied to determine the discount rate and asset allocation. These rates of
return are net of administrative expenses.

New Strategic Real Return Real Return
Asset Class Allocation Years 1-10 (1) Years 11+ (2)
Global Equity 51.0% 5.25% 5.71%
Global Fixed Income 19% 0.99% 2.43
Inflation Sensitive 6% 0.45% 3.36
Private Equity 10% 6.83% 6.95
Real Estate 10% 4.50% 5.13
Infrastructure and Forestland 2% 4.50% 5.09
Liquidity 2% -0.55% (1.05)

(1) An expected inflation of 2.5% used for this period

(2) An expected inflation of 3.0% used for this period

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate — The
following presents the District’s proportionate share of the net pension liability for each Plan, calculated using the
discount rate for each Plan, as well as what the District’s proportionate share of the net pension liability would be if
it were calculated using a discount rate that is 1-percentage point lower or 1-percentage point higher than the current
rate:

Discount Rate -1% Current Discount Discount Rate +1%
(6.65%) Rate (7.65%) (8.65%)
Misc Plan $ 527218  $ 338209 % 181,668

Note 6: Post Employment Health Benefits

The District provides health insurance benefits for all retirees. For District employees to be eligible for these
benefits, the employee must retire from the District with a minimum of five years in the PERS retirement system.
Benefit costs are recorded on a pay-as-you-go basis. For the fiscal year ended June 30, 2018 the District paid, on
behalf of four retirees, $20.923.

Note 7: Revenue Limitations Imposed by California Proposition 218

Proposition 218, which was approved by the voters in November 1996, regulates the District’s ability to impose,
increase, and extend taxes and assessments. Any new increase or extended taxes and assessments subject to the
provisions of Proposition 218, requires voter approval before they can be implemented. Additionally, Proposition 218
provides that these taxes and assessments are subject to voter initiative and may be rescinded in the future years by
the voters,
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Note 8: Economic-Dependency

The District provides water service for the Pepsi Bottling Group. Pepsi is billed a flat rate and for metered usage.
For fiscal year 2017-2018, Pepsi paid $304,850 for service charges. The District's total 2017-2018 operating revenue
was $2,541.,435. Pepsi service charges represent 12% of the District total service charges.

The District also provides water service for Mission Linen Supply. Mission is billed a flat rate and for metered
usage. For fiscal year 2017-2018, Mission Linen Supply paid $197,062 for service charges. The District's total
2017-2018 revenue for all customer service charges was $2,541,435. Mission Linen Supply service charges
represent 7.75% of the District total service charges.

Because Pepsi and Mission Linen Supply account for a significant portion of the District’s revenue the loss of these
users would result in a substantial reduction in revenues and the District may not have sufficient resources to pay all

of its obligations.

Note 9: Subsequent Events

In the normal course of business, the District is subject to various lawsuits. The District was named as a defendant in
an action filed by the County of Sacramento where the County claimed the District owed monetary damages related
to the County roadway project. The District disputed the County’s allegations, contending it fully performed its
obligations and disputed that it must pay any money to the County. The District settled with the County and paid
$165,000 in the 2018/19 fiscal year.

The District and its Board members and general manager in their official capacities, were named as respondents in an
action filed by a petitioner who owns property within the District boundaries. The petitioner challenged the increase
in water rates approved by the Board of Directors in December 2016. The District responded to the petition by
expressly denying the substantive allegations and raising several affirmative defenses. A judgement was subsequently
approved, and as a result a $36,439 liability has been recorded in these financial statements.

In December, 2016 the District Board of Directors approved increasing water rates. The flat residential rate went from
$30 per month as of June 30, 2017 to $40 per month as of July 1, 2017, $50 per month as of July 1, 2018 and $60 per
month as of July I, 2019. Other classifications increased by an equal percentage. The flat residential rate was
subsequently rolled back to $20 per month during the 2021/22 fiscal year, and the other classifications were also rolled
back by an equal percentage.



FLORIN COUNTY WATER DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE PLAN’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

JUNE 30,2018
District's proportion  District's proportionate District's Proportionate share of the net Plan fiduciary net position
of the net pension ~ share of the net pension  covered-employee  pension liability (asset) as a % as a percentage of
Reporting Date liability (asset) liability (asset) payroll of covered-emplovee payroll the total pension liability
Miscellaneous Plan
6/3012015 0.00966% $238.716 $314979 75.79% §2.05%
63022016 0.00736% $201,974 $487,021 41.47% 8§7.34%
63012017 0.00815% $283,289 $537.851 52.67% 83.01%
6/30/2018 0.00858% $338.209 $337,624 62.91% 71.29%

* The amounts presented for each fiscal year were determined as of the calendar year-end that occurred within the fiscal year

The scheduleis presented to ill ustrate the requirement to show information for 10 years. However, until a full 10-year trend is compiled, onlyinformation for those years for
whichinformationis availableis presented.




Reporting Date

Miscellaneous Plan

6/302015
6/302016
0/3012017
6/30/2018

*  The amounts presented for each fiscal year were determined as of the calendar year-end that occurred within the fiscal year

Contractually

FLORIN COUNTY WATER DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF DISTRICT CONTRIBUTIONS
June 30, 2018

Contributions in refation to the

District's covered-employee

Contribution as a percentage of

required contribution  contractually required contribution  deficiency (excess) covered-employee payroll
$37.223 (§37.223) $0 $314979 11.82%
$42,760 ($42,760) $0 $487.021 8.78%
$46,162 ($46,162) $0 §537831 8.58%
$35,672 (855672) $0 $537,624 10.36%

The scheduleis presented toillustratethe requirement

to show information for 10 years. However, until a full 10-year trend is compiled, onlyinformation for those years for which information




