NOTICE OF COMMITTEE MEETING
Oceano Finance and Budget Committee
THURSDAY, August 1, 2024 - 12:00 P.M.

Oceano Community Services District Board Room
1655 Front Street Oceano, CA

All items on the agenda, including information items, may be deliberated. Any member of the public with an interest in one of
these items should review the background material and request information on the possible action that could be taken.

The Oceano Community Services District strongly encourages your active participation in the public process, which is the
cornerstone of democracy. All persons desiring to speak during any Public Comment period are asked to fill out a “Board
Appearance Form” to submit to the Board Secretary prior to the start of the meeting. If you wish to speak to an item NOT on the
agenda, you may do so during the “Public Comment On Matters Not on the Agenda” period. Each individual speaker is limited to
a presentation time of THREE (3) minutes per item. The time limits allocated to speakers may change to facilitate the Board
meeting better. Time limits may not be yielded to or shared with other speakers.

The purpose of the Committee meeting is to conduct the business of the community in an effective and efficient manner. For the
benefit of the community, the Oceano Community Services District asks that you follow the Board meeting guidelines while
attending Committee meetings and treat everyone with respect and dignity. This is done by following meeting guidelines set forth
in State law and Board policy. Disruptive conduct is not tolerated, including but not limited to addressing the Committee without
first being recognized; interrupting speakers, Committee members, or staff, continuing to speak after the allotted time has
expired; failing to relinquish the podium when directed to do so; and repetitiously addressing the same subject.

CALL TO ORDER

ROLL CALL

AGENDA REVIEW

PUBLIC COMMENT ON MATTERS NOT ON THE AGENDA

Eall o

This public comment period provides an opportunity for members of the public to address the Board on matters of interest
within the jurisdiction of the District that are not listed on the agenda. If a member of the public wishes to speak at this time,
Public comment is limited to three (3) minutes.

5. CONSENT AGENDA ITEMS:

when recognized by the Presiding Officer. If a member of the public wishes to speak at this time, Public comment is limited to

Public comment ltems appearing on the Consent Items are considered routine and may be approved by one motion. Any
member of the Board may request to have an item removed from the Consent Items. If an item is pulled, the President has the
sole discretion to determine when the item will be heard. Members of the public wishing to speak on Consent items may do so

A. Review and Approve the minutes for the Oceano Budget and Finance Committee Meeting of May 23,
2024.
6. BUSINESS ITEMS:

Public comment Members of the public wishing to speak on business items may do so when recognized by the
Committee Officer. If a member of the public wishes to speak at this time, Public comment is limited to three (3) minutes.

A. Review of the June 30, 2023, Audited Financial Statements and Independent Auditors Report
prepared by Moss, Levy, and Hartzheim, LLP

B. Review of the Fiscal Year 2023-24 Budget Status as of June 30, 2024, and the year-end
encumbrances

7. ITEMS FOR NEXT AGENDA
ADJOURNMENT



This agenda was prepared and posted pursuant to Government Code Section 54954.2. The agenda is posted at the Oceano
Community Services District, 1655 Front Street, Oceano, CA. Agenda and reports can be accessed and downloaded from the
Oceano Community Services District website at www.oceanocsd.org

ASSISTANCE FOR THE DISABLED If you are disabled in any way and need accommodation to participate in the Board
meeting, please call the Clerk of the Board at (805) 481-6730 for assistance at least three (3) working days prior to the meeting
S0 necessary arrangements can be made.



3.
4.
5.

1.

Oceano Finance and Budget Committee Meeting

Summary Minutes
Thursday, May 23, 2024 — 1:00 P.M.
Oceano Community Services District

Call To Order: OCSD President Varni called the meeting to order at 1:00 PM.
Roll Call: Vice President Joyce-Suneson, President Varni, and Carey Casciola, Business & Accounting

Manager.
Agenda Review: Accepted as presented

Public Comment on Matters Not On the Agenda: None

Consent Agenda Items: None

5A Consent Items

Discussion/Action:

Review and Approve the minutes for the
Oceano Parks and Recreation
Committee Meeting of March 21, 2024.

After an opportunity for public comment and Committee
discussion, President Varni moved to approve the consent
agenda, with a second from Vice President Joyce-Suneson
and a 2-0 roll call vote.

Public Comment: None

6A Business Items

Discussion/Action:

Workshop on the 2024-25 Budget with
Committee direction as deemed
appropriate.

After a presentation by Carey Casciola, an opportunity for
public comment and Committee discussion, the Committee
gave staff direction to move forward with the
recommendations to the Board of Directors.

Public Comment: None

6B Business Items

Discussion/Action:

Review of the District's Budget Status as
of March 31, 2024, and approve a budget
adjustment for the Parks California Grant
for the Field Trips to State Parks and
Beaches Grant to the Parks and
Recreation Fund

After a presentation by Carey Casciola, an opportunity for
public comment and Committee discussion, the Committee
gave staff direction to move forward with the
recommendations to the Board of Directors.

Public Comment: None

Items for Next Agenda: Review Parks and Recreation Budget during the 4" Quarter Budget Review.
8. Adjournment: Meeting adjourned by President Varni at 2:42 P.M.
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Oceano Community Services District

1655 Front Street, P.O. Box 599, Oceano, CA 93475
(805) 481-6730  FAX (805) 481-6836

Date: July 18, 2024
To: Oceano Finance and Budget Committee
From: Carey Casciola, Business and Accounting Manager

Subject: Agenda Item #6(A): Review the June 30, 2023, Audited Financial Statements and
Independent Auditors Report prepared by Moss, Levy and Hartzheim, LLP

Recommendation

It is recommended that the Committee review the June 30, 2023, Audited Financial Statements
and Independent Auditors Report prepared by Moss, Levy and Hartzheim, LLP.

Discussion

Pursuant to Special District Law, the District is required to ensure that regular audits of the
District’s accounts and records are performed. An audit is performed on the accounts and records of
the Oceano CSD every year by an independent Certified Public Accountant. The District’s Partner at
Moss, Levy and Hartzheim LLP, Adam Guise, will present the financials at the Oceano Finance and
Budget Committee.

Included in the Independent Auditors’ Report is the report on Internal Controls which includes
the 2022 findings regarding accrued leave and utility receipts, some of which occurred after the July 1%
start of the 2023 fiscal year. The accrued leave finding was discovered in the previous year audit and
the utility receipts finding was discovered in the June 30, 2023 audit and is included in both 2022 and
2023 since it was discovered after the closing of June 30, 2022. Both have been resolved through
employee training, employee dismissal, and by installing second approvals in the District’s accounting
software.

The “Management Discussion and Analysis” (MD&A) has been included in all audits since 2016.
A MD&A is required by the Governmental Accounting Standards Board (GASB), which considers it to be
an essential part of financial reporting for placing the basic financial statements in appropriate
operational, economic, or historical context. As a result, preparation of the MD&A helps ensure that
fiscal issues being addressed by the Board are described to the auditors in the MD&A.

Other Agency Involvement

The State Controller, County Auditor and the Local Agency Formation Commission have been
provided a copy of the audit and related communication letters.

Agenda Item 6A



Oceano Community Services District

Board of Directors Meeting

Other Financial Considerations
Funding for audit services has been included in the FY 2023-24 budget at $25,000.
Results

Completion of the annual audit promotes independent evaluation of the District’s accounting
records. The prior fiscal year had no significant findings and all record, receipts and accounting practices
are in good work order.

Attachment:
e Oceano Community Services District Financial Statements June 30, 2023, and Independent Auditors
Report
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Moss, Levy & Hartzheim LLP

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

Board of Directors
Oceano Community Services District
Oceano, California

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States, the financial statements of the governmental activities, the business-type activities, and each major
fund of the Oceano Community Services District, as of and for the fiscal year ended June 30, 2023, and the related notes
to the financial statements, which collectively comprise the Oceano Community Services District’'s basic financial
statements and have issued our report thereon dated May 28, 2024.

Internal Control Over Financial Reporting

In connection with our engagement to audit the financial statements of the District, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the District’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that were not identified. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to be material weaknesses. We
did identify certain deficiencies in internal control, described in the accompanying schedule of findings that we consider to
be significant deficiencies. We consider the deficiency described in the accompanying schedule of findings and
responses to be a significant deficiency (Findings 2023-001).

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Oceano Community Services District’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the determination
of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective
of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

Oceano Community Services District’s Responses to Findings

The Oceano Community Services District’'s responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. The Oceano Community Services District's responses were not
subjected to the auditing procedures applied in the audit of the financial statements, and accordingly, we express no
opinion on them.

2400 Professional Parkway, Suite 205 Santa Maria, CA 93455 Tel 805.925.2579 Fax 805.925.2147 mlh%)as.com .
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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 of the entity’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Phrsa, Komy & Srctghecim 4P

Santa Maria, California
May 28, 2024
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Oceano Community Services District
Schedule of Findings and Responses
June 30, 2023

FINDING 2023-001
UTILITY RECEIPTS

Criteria:
All payments for utility bills should be properly recorded to the customers account and then deposited into the District’s bank account.

Condition:

During testing of utility receipts and per discussion with District staff, we found that a “bill void” was occasionally entered into the utility
billing system to zero out billings previously posted to specific customer accounts. This zeroed out the balance a customer owed on
their account in the exact amount that the customer paid in cash at the District. The District checked by calling affected customers who
made these cash specific cash payments and were able to get verbal confirmation that the customer paid in cash at the District. The
amounts the customers told the District they had paid did not make it into the District bank deposits and the revenue recorded was
reversed out by the “bill void”. This occurred up until employment of the employee that was responsible ended in August 2022.

Cause:
District employee had permission in the utility system to make void bills without authorization.

Effect:
Misappropriation of funds from cash receipts and understatement of revenues.

Recommendation:
Employees who receive customer cash payments should not have permissions in the utility system to void a bill without management
authorization. The District should re-evaluate receipt controls and system permission to ensure there is proper segregation of duties.

Repeat Finding:
Yes. See Finding 2022-002.

District Corrective Action Plan:

Management worked with the District’s software provider (Tyler Incode) to install a second approval the for all types of bill adjustments.
The District’s software system now requires one employee to initiate the type of adjustment and a second to approve within the system
for all types of adjustments before any adjustment can be applied to an account.

Agenda Item 6A Attachment - June 30, 2023 Audit Report



Oceano Community Services District
Schedule of Prior Fiscal Year Findings and Responses
June 30, 2023

FINDING 2022-001
PAYROLL

Criteria:
All employees eligible to receive vacation pay should be accruing vacation and sick leave based on their employee agreement.

Condition:
During testing of the vacation and sick leave accruals, we noted that one employee, who was responsible for payroll processing,
allocated themself 19.68 combined extra vacation and sick leave hours accrued than earned for the pay period we tested.

Cause:
Employee designated to process payroll had too much system access.

Effect:
Misappropriation of funds and overstatement of expenditures. Employee had more vacation and sick leave hours accrued than they
were eligible to earn for the pay period.

Recommendation:

A designated manager should periodically review the employee leave reports and ensure that accruals are proper for each employee
and that hours used match with timecards. The employee processing payroll should not have sufficient system access to add
additional leave hours. The District should re-evaluate payroll controls and system permission to ensure there is proper segregation of
duties.

Repeat Finding:

No.
Current Status:
Implemented.
FINDING 2022-002
UTILITY RECEIPTS
Criteria:

All payments for utility bills should be properly recorded to the customers account and then deposited into the District’'s bank account.

Condition:

During testing of utility receipts and per discussion with District staff, we found that a “bill void” was occasionally entered into the utility
billing system to zero out billings previously posted to specific customer accounts. This zeroed out the balance a customer owed on
their account in the exact amount that the customer paid in cash at the District. The District checked by calling affected customers who
made these cash specific cash payments and were able to get verbal confirmation that the customer paid in cash at the District. The
amounts the customers told the District they had paid did not make it into the District bank deposits and the revenue recorded was
reversed out by the “bill void”.

Cause:
District employee had permission in the utility system to make void bills without authorization.

Effect:
Misappropriation of funds from cash receipts and understatement of revenues.

Recommendation:
Employees who receive customer cash payments should not have permissions in the utility system to void a bill without management
authorization. The District should re-evaluate receipt controls and system permission to ensure there is proper segregation of duties.

Repeat Finding:
No.

Current Status:
Not implemented, see Finding 2023-001.
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Moss, Levy & Hartzheim LLP

Certified Public Accountants

May 28, 2024

To the Board of Directors of the
Oceano Community Services District

We have audited the financial statements of the governmental activities, the business-type activities and each
major fund of the Oceano Community Services District for the fiscal year ended June 30, 2023. Professional
standards require that we provide you with information about our responsibilities under generally accepted
auditing standards and Government Auditing Standards as well as certain information related to the planned
scope and timing of our audit. We have communicated such information in our letter to you dated June 30, 2023.
Professional standards also require that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Oceano Community Services District are described in Note 1 to the financial
statements. We noted no transactions entered into by the governmental unit during the fiscal year for which there
is a lack of authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.

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

Management’s estimate of the useful lives of capital assets is based on experience with other
capital assets and on their standard table of useful lives. We evaluated the key factors and
assumptions used to develop the useful lives of capital assets in determining that it is reasonable
in relation to the financial statements taken as a whole.

Management’s estimate of the allowance for bad debt is based on their past experience with the
Management’s estimate of the net pension liability and deferred inflows and outflows related to
pension are based on the CalPERS actuary’s expertise experience. We evaluated the key factors
and assumptions used to develop the net pension liability and deferred inflows and outflows
related to pension in determining that it is reasonable in relation to the financial statements taken
as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosures affecting the financial statements were:

The disclosures of the Pension Plans in Note 7 and the Subsequent Events in Note 10.
The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

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

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

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated May 28, 2024.

Management Consultations with Other Independent Accountants

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

Other Audit Findings or Issues

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

Other Matters

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

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

Very truly yours,
Prsa, Kiny £ Spsighecin, 2P

Santa Maria, California
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Moss, Levy & Hartzheim LLP

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

Board of Directors of Oceano Community Services District
Oceano, California

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, business-type activities, and each major fund of the Oceano
Community Services District, as of and for the fiscal year ended June 30, 2023, and the related notes to the financial statements, which collectively
comprise the Oceano Community Services District’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, and each major fund of the Oceano Community Services District, as of June 30, 2023, and the respective
changes in financial position and, where applicable, cash flows thereof for the fiscal year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required
to be independent of the Oceano Community Services 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.

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 there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Oceano Community Services District’s ability to 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 but is 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, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence
the judgment made by a reasonable user based on the financial statements.

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

¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks 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.

e  Obtain an 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 Oceano Community Services District’s internal
control. Accordingly, no such opinion is expressed.

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

1
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e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about the
Oceano Community Services 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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis, the General Fund
budgetary comparison schedule, the schedule of proportionate share of net pension liability, and the schedule of pension contributions be presented
to supplement the basic financial statements. Such information is the responsibility of management and, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 28, 2024, on our consideration of the Oceano
Community Services District’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the District’s
internal control over financial reporting and compliance.

Praa, Ky & Joctghecim 4P

Santa Maria, California
May 28, 2024
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Oceano Community Services District
Management Discussion and Analysis
For the fiscal year ending June 30, 2023

The management of the Oceano Community Services District (District) has prepared the
following narrative for the readers of the District’'s financial statements to provide an overview and
analysis of the District for the fiscal year ending June 30, 2023. The District encourages readers
to consider the information together with the District’s financial statements following this section.

The District is an independent special district serving a population of approximately 7,600. The
District is governed by a five (5) member Board of Directors elected by voters within the District's
boundaries; all Board members must reside within the District's boundaries. The District is
governed by California Government Code Sections 61000 et al, as well as other specific statutes
and regulations that govern its operations.

The District provides both governmental-type activities and business-type activities.
Governmental activities include fire protection services, street lighting, and recreation. Business-
type activities include water service, wastewater collection service, and garbage and recycling
services.

District Services and Related Agencies

As a special District, the District's powers are authorized by the San Luis Obispo County Local
Agency Formation Commission (LAFCO). Any proposed additions to the District services,
maodification of District boundaries, or services outside of the District boundaries must be
approved in advance by LAFCO.

The following provides a brief overview of each of the District’s services:
Fire Protection Services

During Fiscal Year 2022-23 the District provided fire protection services through the Five Cities
Fire Authority (FCFA). The FCFA was created as a “joint exercise of powers authority” (JPA)
through an agreement originally approved in 2010 and amended on May 23, 2018, June 12,
2019, and most recently on June 24, 2020 between the cities of Arroyo Grande and Grover
Beach, and the District. One member of the OCSD Board of Directors was appointed to serve
the District on the FCFA Board of Directors and a second member of the OCSD Board was an
altemate member on the FCFA Board. The District would pay a portion of the annual costs of
FCFA services based on a funding formula established in the FCFA agreement, which was
modified in the third amendment. The JPA amendments were needed for several reasons,
including a multi-year implementation of the FCFA “Strategic Plan.” The “Strategic Plan” includes
increased staffing and service levels greater than those provided in the existing JPA. The
amendments included specific approval of each members annual costs during the
implementation period and required either a citizen initiative or District initiated special tax
measure to be placed on the 2022 primary ballot. The increase in the District costs during the
implementation period was funded from reserves to the extent that the costs exceed property tax
revenues received by OCSD. The amendments required the District to call for a special tax
election on the March 2020 ballot for voters to consider approving additional funding so that the
District could continue to participate as a member of the FCFA. On March 3, 2020, Measure A-
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20 received 66.14% support, which was 11 votes short of passage. The third amendment to the
FCFA JPA was approved on June 24, 2020 which extended the agreement for an additional two
years and required the District to provide the community another opportunity to consider
additional funding via a June 2022 ballot measure. On June 7, 2022 Measure A-22 was placed
on the ballot by the Board of Directors and failed with 57.75% support. The District's
membership in the FCFA will cease on July 1, 2023. The District has initiated proceedings
through LAFCO to divest of its Fire Protection Services power and tum the responsibility over to
the County of San Luis Obispo. The divestiture process will continue past July 1, 2024 and the
District will have to provide Fire Protection Services until that process concludes. The District
approved an agreement with FCFA to contract for services in the amount of $1,150,000 for the
fiscal year 2023-24 and a second agreement of $1,706,000 ($142,167 a month) for the fiscal
year 2024-25 will be brought to the Board for consideration in June 2024,

On a related effort, the County of San Luis Obispo Board of Supervisors prepared a report on
independent fire departments serving unincorporated communities throughout the County and
significant constraints in generating the needed revenues to fund full-time fire departments. The
Board of Supervisors will consider providing fire and emergency services to Oceano residents at
their June 18, 2024 meeting.

Lighting Services

The District provides street lighting services in certain areas of the community. The County of
San Luis Obispo and the California Department of Transportation also provide some street
lighting.

Parks and Recreation Services

The District is authorized to provide parks and recreation services. The District holds a lease with
LMUSD for the Oceano Community Center and as part of the lease requirements LMUSD
utilizes the community center for recreation programs. There is a section in the lease where the
District may also utilize the community center. Currently the District offers individuals the
opportunity to utilize the Oceano Community Center for up to 10 hours per month and 120 hours
per year with discounted fees. In fiscal year 2023-24 the Board established the Oceano Parks
and Recreation Committee (OPARC) and provided $19,500 of General Funds as a grassroots
effort. OPARC was awarded a grant of $15,904 from Parks CA for the Field Trips to State Praks
Program at Oceano Elementary.

Water Services

The District provides water service to approximately 2,200 connections. An annual Consumer
Confidence Report (CCR) is mailed to all water customers providing a summary of the District's
water quality including a comparison to regulatory requirements. The California State Division of
Drinking Water regulates the District's water supplies and the CCR can be found on the District
website or by calling the District office.
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The District's water supplies include groundwater, Lopez water, and State water. Regulation of
the District's groundwater supply is also subject to the stipulations and judgment adopted for the
adjudication of the Santa Maria groundwater basin. Lopez and State water supplies are provided
by the County of San Luis Obispo under terms of water supply contracts. The District's water
supply reliability is relatively high, and the District has the ability to store water in Lopez.
Nevertheless, the need to address water supply reliability continues and contract amendments
for the State Water Project are being developed by the State Department of Water Resources
and, separately, contract amendments for the Lopez Lake water supply were adopted by local
agencies in August 2022 to establish water storage rights and enhance multi-year water
resource planning.

A water rate increase was approved by the Board on October 14, 2020. The rate increase
provided funding for ongoing operations, capital improvement projects, and minimum reserves.
The rate increase has been phased in over five years.

Wastewater Collection Services

The District provides wastewater collection services through a network of neighborhood pipelines
that flow into pipelines and facilities owned by the South San Luis Obispo County Sanitation
District (SSLOCSD), which is responsible for treatment and disposal. The SSLOCSD customers
include the customers of the District as well as those of the cities of Arroyo Grande and Grover
Beach. Since the District does not control the operations of SSLOCSD, the financial statements
and audit of the SSLOCSD are separate from the District. District operations are regulated by
the Central Coast Regional Water Quality Control Board.

Solid Waste (Garbage) and Recycling Services

The District provides mandatory solid waste and recycling services through a franchise
agreement with South County Sanitary Services Incorporated (SCSS Inc.), which is a subsidiary
of Waste Connections Incorporated, a publicly traded corporation “WCN” on the New York Stock
Exchange. In 2020 the Board adopted a resolution to reduce the franchise fee payment from
SCSS from 10% to 5% to reduce the customers utility bills. The District enforces illegal dumping
within the community and other violations. The District has also adopted incentive programs
designed to promote a cleaner community. Since the District does not control operations of
SCSS or WCN, the financial statements and audits of those entities are separate from the
District.

Overview of the Financial Statements

This annual report contains the following five parts.

Management Discussion and Analysis (this section)

The Basic Financial Statements

Notes to the Financial Statements

Supplementary Information - a comparison of the District's budgets to actual results
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e Supplementary Information on Pension Disclosures

This management discussion and analysis is intended to provide an overview of the most
relevant information affecting the District's financial affairs for the fiscal year and the District's
end of the fiscal year status. The basic financial statements provide information on the
governmental and enterprise activities including operating and non-operating revenues and
expenditures, current assets, non-current assets, capital assets, deferred outflows of resources,
current and long-term

liabilities, and deferred inflows of resources.

The notes to the financial statements provide additional detailed information and explanations
on the financial statements. The budget to actual comparison illustrates differences between
the board adopted budget and actual revenues, expenditures, and changes in fund balance in
the General fund. The current year reflects a positive budget variance of $174,677 for the
Governmental Fund.

Financial Statement Analysis and Highlights

The District’s Statements of Net Position is illustrated below for the Governmental and
Business-type Activities, and subsequently, for each of the Enterprise Funds.

Statements of Net Position as of June 30, 2023 and 2022

Govemmental Activities Business-type Activities

2023 2022 2023 2022
Current and Other Assets $ 1028126 | $ 1,041,205 $ 3,727,899 $4,012,889
Capital Assets, net 1,642,612 1,655,130 3,189,271 2,433,432
Total Assets 2,670,738 2,696,335 6,917,170 6,446,321
Deferred Outflow of Resources 265,301 293,818 584,751 761,562
Current Liabilities 117,873 40,743 281,211 155,018
Non-current Liabilities 145,818 143,980 825,171 856,800
Total Liabilities 263,691 184,723 1,106,382 1,011,818
Deferred Inflow of Resources 123,189 131,790 271,522 341,595
Net Investment in Capital Assets 1,642,612 1,655,130 3,189,271 2,966,373
Restricted 139,365 205,830 41,461 41412
Unrestricted 767,182 812,680 2,893,285 2,846,685
Net Position $ 2549159 | $ 2673640 $ 6124017 $ 5854470
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The Net Position of the Business-type Activities remained consistent with the previous fiscal
year.

Statements of Net Position as of June 30, 2023 and 2022
Water Fund Wastewater Fund Garbage Fund
2023 2022 2023 2022 2023 2022
Current and Other Assets $2,833,821 | $2,738,253 | $1,075,128 | $1,276435 | $160239 | $237,349
Capital Assets, net 2,227,311 1,520,265 961,960 | 1,054,121 - 333
Total Assets 5,061,132 4,258,518 2,037,088 | 2,330,556 160,239 237,682
Deferred Outflow of Resources 373,258 486,108 186,586 243,054 24,907 32,400
Current Liabilities 297,237 230,127 21,775 21,965 28,237 31,386
Non-current Liabilities 823,273 840,602 273,969 268,173 3,180 -
Total Liabilities 1,120,510 1,070,729 295,744 290,138 31,417 31,386
Deferred Inflow of Resources 173,318 218,041 86,639 109,021 11,565 14,533
Net investment in Capital Assets 2,227,311 1,770,259 961,960 | 1,179,118 - 333
Restricted 41,461 41412 - - - -
Unrestricted 1,871,790 1,644,185 879,331 995,333 142,164 223,830
Net Position $4,140,562 | $ 3455856 1841291 | $2174451 | $142,164 | $224163
Following the District’s Statements of Net Position is the Statement of Activities.
Statement of Activities for the years ending June 30, 2023 and 2022
Governmental Activities Business-type Activities
2023 2022 2023 2022
Operating Revenues $ 3863 | $ 7,878 $ 4,167,842 $ 3,591,601
Operating Expenses:
Administrative Expenses (1,156,338) (686,911)
Fire Protection (1,152,239) (1,147,837)
Street Lighting (50,524) (29,241)
Enterprise Funds (3,224,782) (1,652,605)
Net Operating Income / (Loss) (2,355,238) (1,856,111) 943,060 1,938,996
Ad Valorem Taxes 1,286,944 1,182,885 - -
Other Non-operating Income 189,814 159,662 80,486 23,047
Transfers 753,999 775,155 (753,999) (775,155)
Total Non-Operating Income 2,230,757 2,117,702 (673,513) (752,108)
Change in Net Position $ (124481) $ 261,591 $269.547 $1,186,888
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In summary, the Governmental Activities went from a net income of $261,591 to a net loss of
($124,481) in 2023. The decrease in net position this fiscal year is from the District's employer
pension contributions vs. accrual-basis pension costs in CalPERs (GASB 68 reporting) of
$204,897.

The Business-type Activities went from a net income for the prior fiscal year of $1,186,888 to a
net income of $269,547. The decrease is from the employer pension contributions vs accrual-
basis pension costs in CalPERs (GASB 68 reporting). The Enterprise Funds are broken out by
fund in the table below.

Statements Revenues, Expenses, and Changes in Net Position as of June 30, 2023 and 2022
Water Fund Wastewater Fund Garbage Fund
2023 2022 2023 2022 2023 2022
Operating Revenues $2,946,797 | $2,994410 | $ 408497 | $ 403,008 | $ 72392 | $ 52,8%
Operating Expenses (2,680,062) | (1,517,132) (412,586) (43,758) |  (100,695) (71,686)
Net Operating Income / (Loss) 266,735 1,477,278 (4,089) 359,250 (28,303) (18,790)
Other non-operating income 820,642 152,370 - 11,924 - -
Non-operating Expenses (21,859) (13,405 (9,580) (6,624) - -
Net Non-Operating Income 798,783 138,965 (9,580) 5,340 - -
Net Transfers (380,812) (383,029) (319,491) (342,116) (53,696) (50,010)
Net Income / (Loss) $ 684,706 | $1.233214 | $(333.160) $22474 | $(81,999) | $(68,800)

The decrease in the net income in the Water Fund reflects the decrease from the employer
pension contributions vs. accrual-basis pension costs in CalPERs (GASB 68 reporting). The
rate structure approved in 2020 has established financial stability and funds for long-term capital
improvement plans and minimum reserves.

The Wastewater Fund incurred a deficit of ($333,160) this fiscal year. This was from the
employer pension contributions vs. accrual-basis pension costs (GASB 68 reporting). A rate
study and Proposition 218 rate increase is needed to close the structural deficit.

The Garbage Fund'’s net deficit increased from the prior fiscal year because in 2020 the Board
adopted a resolution to reduce the franchise fee payment from SCSS from 10% to 5% to
reduce the costs to customers and draw down reserves in the Garbage Fund. In June 2022 the
Board voted to use Garbage Fund reserves for SCSS’s solid waste retroactive charges for the
period May 2022 to June 30, 2022 during the rate increase proposed by SCSS. The District
continues to move forward on the Solid Waste Programs adopted by the Board on February 8,
2017. These programs include policies to address illegal dumping, unsanitary conditions, and
related solid waste problems within the District.
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Capital Assets

The District currently owns the community fire station, administrative offices, Sheriff's substation
the former fire station and some undeveloped land. The community fire station is provided to
FCFA for their use for $15,000 per year. The Sheriff substation is leased to the County of San
Luis Obispo for $122,175 per year. The divesture of the District’s fire and emergency services
will alter the substation and administrative office lease in fiscal year 2024-25.

The Oceano Depot and Community Center are leased to non-governmental agencies. The
Lucia Mar Unified School District and Oceano Depot lease the properties for $1 per year each
based on the multi-party agreements developed for those properties in conjunction with grants
that funded the development of the community center and the preservation of the historic
Oceano train depot.

The water and wastewater infrastructure of the District ranges drastically in age. Many of the
water and wastewater system pipelines were originally constructed in the 1950’s. The District
completed water and wastewater system master plans in 2009 but revenue shortfalls have
deferred infrastructure replacement projects. The District completed an updated water system
capital immprovement program for infrastructure replacement, which was substantially funded
with grants approved by the State of California. The 2020 water rates include funds for long-
term capital improvement plans starting with $75,000 in 2022 and $150,000 each year
thereafter.

Debt Activities

On June 1, 2021 the District entered into a financing agreement with First Foundation Bank
after issuing a “Request for Proposals” (RFP) to purchase the District's outstanding California
Public Employees’ Retirement System (CalPERS) Unfunded Accrued Liability (UAL) or the
“CalPERS UAL Repayment Project.” The District holds a contract with CalPERS and is
required to make contributions to fund pension benefits for miscellaneous employees, safety
employees and amortize a portion of the UAL. The total UAL as of June 30, 2021 for the
District’s miscellaneous plan and safety plan was $822,745. The Board adopted Resolution
2021-02 to proceed with refinancing the UAL balances under these plans to bring the funding
status of these plans to 100% funded and to enhance budget predictability by “smoothing” out
the UAL payment structure over the next 15 years and to provide cash flow savings to the
District. The District received two bids and locked in an interest rate of 3.46%. By lowering the
interest rate this will result in a total cash flow savings of $328,600 through June 30, 2035. The
finance agreement pledged the revenues of the Water and Wastewater Funds. An interfund
agreement was also established from the General (17.5%) and Garbage (3.5%) Funds to pay
back the Water and Wastewater Funds for the payment of the UAL obligation. The interfund
agreement was budgeted to be paid off in FY 2023-24. The principal and interest payments to
First Foundation Bank will range between $68,000 and $83,000 until August 1, 2035.
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Internal debt, or borrowing between District funds, is more significant. Note #3 to the Financial
Statements illustrates interfund liabilities. During the fiscal year ending June 30, 2023, the
District recorded the interfund transfers to adhere to resolutions adopted April 26, 2017 to
ensure repayment of interfund liabilities.

erund (Dus o)/ sareee | Nt | B
July 1, 2022 9 | June 30,2023
General Fund Due to Sewer Fund $ (144117) | $ 100,011 $ (44,106)
General Fund Due to Water Fund (97,658) 9,430 (88,228)
General Fund Due from Water Fund 335,461 (28,924) 306,537
Net General Fund Due to Other Funds 93,686 80,517 174,203
Water Fund Due from the General Fund 96,041 (7,813) 88,228
Water Fund Due from the Garbage Fund 21,141 (3,512 17,629
Water Fund Due to the General Fund (335,461) 28,924 (306,537)
Water Fund Due to Garbage Fund (15,689) 7,379 (8,310)
Sewer Fund Due from General Fund 144 117 (100,011) 44 106
Sewer Fund Due from the Garbage Fund 9,760 (947) 8,813
Garbage Fund Due from Water Fund 15,689 (7,379) 8,310
Garbage Fund Due to the Water Fund (19,524) 1,895 (17,629)
Garbage Fund Due to the Sewer Fund (9,760) 947 (8,813)
Totals $ -0- |'$ -0- 3 -0-

Budget and Rates

The District's budget for the fiscal year ending June 30, 2023 reflects the water system rate
increase that was approved by the Board of Directors in October 2020, as adjusted based on
increases in the consumer price index and wholesale water costs. The annual increases are
prescribed in Ordinance 2020-01, and in accordance with California Government Code section
53756. The following illustrates the Water Fund change in net position before and after the rate
increase:

Fiscal Year Surplus/ (Deficit)
2014/15 $ (182,216)
2015/16 93,228
2016/17 186,858
201718 22,518
2018/19 (187,930)
2019/20 (118,952)
2020/21 87,654
2021/22 1,233,214
2022/23 684,706
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With the approval of the 2020 rate increase, the District established fiscal stability and funds for
capital improvement projects and minimum reserves. The increase began in November 2020
and will be phased in over five years. The District has secured approximately $4,241,090 in
grants from state agencies for the water system and related needs.

No rate changes affected the wastewater fund for the fiscal year ending June 30, 2023. The
following shows the running deficit of the Sewer Fund:

Fiscal Year Surplus/ (Deficit)
2014/15 $ (16,927)
2015/16 (54,103)
2016/17 (104,305
2017/18 (153,944)
2018/19 (165,453)
2019/20 (172,445)
2020/21 (226,848)
2021/22 22,474
2022/23 (333,160)

The operating revenue for the sewer fund needs to be addressed in the fiscal year 2024-25. In
addition, addressing deferred infrastructure needs of the sewer fund will also become a higher
priority, which will require sewer fund rate increases in the near future.

An increase of 21.03% in garbage rates for the SCSS Inc. were approved on June 8, 2022, and
inflationary adjustments went into effect on January 1, 2023 and January 1, 2024. On January
22,2020, the Board approved a decrease to the franchise fee from 10% to 5% to reduce
customers’ garbage bills.

Future Outlook

Overall, the District’s financial outlook has maintained a relatively stable short-term position
during the fiscal year ending June 30, 2023. The primary enterprise fund challenges relate to
deferred infrastructure repairs and replacement in the water and wastewater systems.
Currently, the District is evaluating deferred infrastructure needs and is utilizing grants obtained
from the State of Califomia for much of this effort. Identifying costs and rate impacts to fund the
deferred infrastructure were completed in 2020 and the new water rates set aside funds for
long-term capital projects. The future of the fire department’s operation will also be a significant
District effort in fiscal year 2024-25. The District has initiated an extension with FCFA for
services as the divesture process with LAFCO continues.
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OCEANO COMMUNITY SERVICES DISTRICT
STATEMENT OF NET POSITION
June 30, 2023

ASSETS
Cash and investments
Restricted cash and investments
Accounts receivable, net
Prepaid items
Deposits
Inventory
Internal balances
Capital assets:
Non Depreciable:
Land
Construction in progress
Depreciable:
Buildings and improvements
Equipment, vehicles, and machinery
Software
Accumulated depreciation
Total assets

DEFERRED OUTFLOW OF RESOURCES
Deferred pensions
Total deferred outflow of resources

LIABILITIES

Accounts payable

Accrued wages and benefits

Deposits

Unearned revenue

Compensated absences - current portion

Taxable revenue bond obligation - current portion
Total current liabilities

Noncurrent liabilities:
Compensated absences - noncurrent portion
Taxable revenue bond obligation - noncurrent portion
Net pension liability
Total noncurrent liabilities
Total liabilities

DEFERRED INFLOW OF RESOURCES
Deferred pensions
Total deferred inflow of resources

NET POSITION
Net investment in capital assets
Restricted for:

Capital facilities

Water joint venture agreement
Unrestricted

Total net position

Governmental Business-type
Activities Activities Totals

664,458 $ 2,950,523 3,614,981
138,320 138,320
1,045 792,028 793,073
50,100 112,611 162,711
17,404 17,404

29,536 29,536

174,203 (174,203)

610,390 6,000 616,390
388,347 388,347

2,154,547 8,142,161 10,296,708
435,679 915,822 1,351,501
195,918 195,918
(1,558,004) (6,458,977) (8,016,981)
2,670,738 6,917,170 9,587,908
265,301 584,751 850,052
265,301 584,751 850,052
50,635 41,223 91,858
17,106 12,247 29,353
2,500 173,116 175,616
10,319 525 10,844
37,313 37,313
54,100 54,100

117,873 281,211 399,084
111,940 111,940
750,500 750,500

33,878 74,671 108,549
145,818 825,171 970,989
263,691 1,106,382 1,370,073
123,189 271,522 394,711
123,189 271,522 394,711
1,642,612 3,189,271 4,831,883
139,365 139,365
41,461 41,461

767,182 2,893,285 3,660,467
2,549,159 $ 6,124,017 8,673,176

The notes to basic financial statements are an integral part of this statement.
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OCEANO COMMUNITY SERVICES DISTRICT

STATEMENT OF ACTIVITIES

For the Fiscal Year Ended June 30, 2023

Governmental activities:
Administration
Fire protection
Street lighting
Total governmental activities
Business-type activities:
Water
Sewer
Garbage

Total business-type activities

Total primary government

Program Revenues

Operating Capital
Charges for Contributions Contributions
Expenses Services and Grants and Grants
1,156,338 $ - $ - $ 3,863
1,152,239
50,524
2,359,101 3,863
2,701,921 2,878,677 808,276
422,166 400,259 8,238
100,695 72,392
3,224,782 3,278,936 888,906
5,583,883 $ 3,278,936 $ 888,906 $ 3,863

General Revenues and Transfers:

Taxes:
Property

Use of money and property

Other general revenues
Transfers

Total general revenues and transfers

Change in net position

Net position - beginning of fiscal year

Net position - end of fiscal year

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