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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Montara Water and Sanitary District
Montara, California

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the business-type activities of the Montara
Water and Sanitary District, as of and for the year ended June 30, 2024, and the related notes to the
financial statements, which collectively comprise the Montara Water and Sanitary 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 business-type activities of the Montara Water and Sanitary District,
as of June 30, 2024, and the respective changes in financial position, and, where applicable, cash flows
thereof for the 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 Montara Water and Sanitary 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 Montara Water and Sanitary
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
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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:

e 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 Montara Water and Sanitary 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Montara Water and Sanitary 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, schedule of changes in the net pension liability and related ratios, and schedule
of plan contributions on pages 5-9 and 33-34 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Montara Water and Sanitary District’s basic financial statements. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards, is presented for purposes of additional analysis and is not a required part of the
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basic financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures of federal awards is fairly stated, in all material respects, in relation to the basic financial

statements as a whole.
Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November
20, 2024, on our consideration of the Montara Water and Sanitary 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 solely 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 the effectiveness of the Montara Water and Sanitary
District’s internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering Montara
Water and Sanitary District’s internal control over financial reporting and compliance.

Une LS

-~

CROPPER ROWE, LLP
Walnut Creek, California
November 20, 2024
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Montara Water and Sanitary District
Management’s Discussion and Analysis
June 30, 2024

Our discussion and analysis of the Montara Water and Sanitary District’s (District) financial performance provides
an overview of the District’s financial activities for the fiscal year ended June 30, 2024. Please read it in conjunction
with the District financial statements and accompanying notes, which follow this section.

Highlights
District Financial Highlights
* The District’s current assets increased by $3,354,175 over the past year.
* The District’s long-term liabilities decreased by $1,338,620.
* District-wide revenues increased $3,171,211 from the prior year going from $9,531,722 to $12,702,933.
* District-wide expenses increased $1,231,496 from the prior year going from $6,929,122 to $8,160,618.

The effect of the change in revenues and expenses caused the District-wide change in net position to increase
$4,542,315 from the prior year. Some of the increase was to restricted net position and invested in capital assets
while some of the increase cause the unrestricted net position for the year ended June 30, 2024, to increase by
$2,386,907.

Using this Annual Report

This annual report consists of two parts: Management’s Discussion and Analysis, and Financial Statements. The
Financial Statements also include notes that explain in more detail the information contained in those statements.

Required Financial Statements

District financial statements report information about the District using accounting methods similar to those used
by private sector companies. The Statement of Net Position includes all District assets, deferred outflows of
resources, liabilities and deferred inflows of resources and provides information about the nature and amounts of
investments in resources (assets) and obligations to creditors (liabilities). It also provides the basis for computing
rate of return; evaluating the capital structure of the District; and assessing the liquidity and financial flexibility of
the District. All of the current year’s revenues and expenses are accounted for in the Statement of Revenues,
Expenses, and Changes in Net Position. This statement measures the success of the District operations over the
past year and can be used to determine whether the District has successfully recovered all its costs through its
user fees and other charges, profitability, and credit worthiness. The final required financial statement is the
Statement of Cash Flows. The primary purpose of this statement is to provide information about District cash
receipts, cash disbursements and changes in cash resulting from operations, investing, and capital and non-capital
financing activities. It provides answers to such questions as, “Where did the cash come from?”, “For what was the
cash used?”, and “What was the change in cash balance during the reporting period?”.

Financial Analysis of the District

One of the most important questions asked about District finances is whether or not the District’s overall financial
position has improved or deteriorated. The Statement of Net Position and the Statement of Revenues and
Expenses and Changes in Net Position report information about District activities in a way that will help answer
this question. These two statements report the net position of the District and changes. You can think of District
net position, the difference between assets, deferred outflows of resources, liabilities and deferred inflows of
resources, as one way to measure financial health or financial position. Over time, increases or decreases in District
net position are one indicator of whether its financial health is improving or deteriorating. Other factors to consider
include changes in economic conditions, population growth, and new or changed legislation.



Montara Water and Sanitary District
Management’s Discussion and Analysis
June 30, 2024

Net Position Statement and Analysis

The District’s total net position increased by $4,542,315 from the prior year $32,604,940, to $37,147,255 at the
end of the current year.

The following is the District’s condensed statement of net position:

Sewer Water Total
2024 2023 2024 2023 2024 2023
Current Assets $11,092,989 $10,144,574 S 7,752,975 S 5,347,215 S$ 18,845,964 $ 15,491,789
Capital Assets, Net of
Accumulated Depreciation 12,359,699 10,799,833 15,536,445 16,119,768 27,896,144 26,919,601
Other Assets 32,860 70,666 1,032,176 1,158,394 1,065,036 1,229,060
Total Assets 23,485,548 21,015,073 24,321,596 22,625,377 47,807,144 43,640,450
Deferred Outflows of Resources 96,249 113,218 214,233 252,003 310,482 365,221
Total Assets and Deferred
Outflows of Resources 23,581,797 21,128,291 24,535,829 22,877,380 48,117,626 44,005,671
Current Liabilities 2,854,681 1,788,580 1,623,109 1,703,459 4,477,790 3,492,039
Long-term Liabilities 714,879 837,798 5,685,583 6,901,284 6,400,462 7,739,082
Total Liabilities 3,569,560 2,626,378 7,308,692 8,604,743 10,878,252 11,231,121
Deferred Inflows of Resources
Total Liabilities and Deferred 75,789 150,211 16,330 19,399 92,119 169,610
Inflows of Resources 3,645,349 2,776,589 7,325,022 8,624,142 10,970,371 11,400,731
Net investment in Capital Assets 11,563,899 9,890,227 8,701,012 8,093,058 20,264,911 17,983,285
Restricted for Debt Service - - 1,032,176 1,158,394 1,032,176 1,158,394
Unrestricted 8,372,549 8,461,475 7,477,619 5,001,786 15,850,168 13,463,261
Total Net Position $19,936,448  $18,351,702  $17,210,807  $14,253,238  $37,147,255  $32,604,940

Revenues, Expenses and Changes in Net Position

For the fiscal year ended June 30, 2024 the sewer system generated operating revenue of $3,927,340 and operating
expenses of $4,707,126 for a net operating loss of $779,786. This is a decrease from prior year’s net operating gain
of $309,593 by $1,089,379. Whereas operating revenue increased 2.1%. The revenue increase is attributed to the
Sewer Service rate increase for FY 23-24 of 6%. As discussed in our proposition 218 letter, the additional funds are
used to support operations and improve our infrastructure. The operating loss is also due to the inclusion of pass-
through grant funds to SAM in the amount of $1,167,710. See note 10 for additional discussion.

The Sewer Funds non-operating activities consisting of property taxes, investment income, connection fees, grant
funding, and revenue from the lease of the cell phone tower experienced an increase of $1,196,822 mainly due to
the inclusion of $1,167,710 of grant revenue noted above as well as to the rise of interest rates, causing investment
income to increase by $105,945.

For the fiscal year ended June 30, 2024 the water system generated operating revenue of $3,179,032 and operating
expenses of $3,312,032 for a net operating loss of $133,000. This is an increase from prior year’s net operating
loss of $1,412,927 by $1,279,927. For the fiscal year ended June 30, 2024, operating revenue increased 75.0% and
operating expense increased by $82,519. The increase in revenue is due to the receipt of a judgment from DOW
Chemical in the amount of $1,260,831. Operational expenditures increased slightly mainly due to the increase in
employee wages.



Montara Water and Sanitary District
Management’s Discussion and Analysis
June 30, 2024

The Water Funds non-operating activities revenues, consisting of property taxes, investment income, water
reliability charges and connection fees experienced an increase of $322,324 can be attributed to three areas 1)
increase in interest rates which caused interest income to increase by $111,168 2) Increase of water reliability
charges by 6% causing an increase in revenue of $97,257 and 3) an increase in connection fees related to remodels
& additional fixture units.

As noted above, for the fiscal year ended June 30, 2024, the District collected $1,123,343 in water reliability
charges, an increase of $97,257 over the previous fiscal year. The funds are held separately and utilized for capital
improvement projects. The District also receives property tax revenue which was imposed specifically for payment
of the General Obligation Bonds approved by the District rate payers. These revenues decreased by $19,200. This
is due to the District refinancing the 2012 series in 2020 at a lower interest rate.

The following is the District’s condensed statement of revenues, expenses, and changes in net position:

Sewer Water Total
2024 2023 2024 2023 2024 2023

Operating Revenues S 3,927,340 S 3,847,501 $ 3,179,032 S 1,816,586 S 7,106,372 S 5,664,087
Tax Revenues 559,643 526,690 1,552,998 1,539,245 2,112,641 2,065,935
Interest and Investment Income 191,249 85,304 224,231 113,063 415,480 198,367
Grant revenue 1,167,710 - - - 1,167,710 -
Connection Fees and Other Non-
Operating Revenues 471,277 354,345 1,429,453 1,248,988 1,900,730 1,603,333

Total Revenues 6,317,219 4,813,840 6,385,714 4,717,882 12,702,933 9,531,722
Operating Expenses 4,707,126 3,537,908 3,312,032 3,229,513 8,019,158 6,767,421
Non-operating Expenses 25,347 28,650 116,113 133,051 141,460 161,701

Total Expenses 4,732,473 3,566,558 3,428,145 3,362,564 8,160,618 6,929,122
Change in Fund Net Position 1,584,746 1,247,282 2,957,569 1,355,318 4,542,315 2,602,600
Fund Net Position - Beginning 18,351,702 17,104,420 14,253,238 12,897,920 32,604,940 30,002,340

Total Net Position - Ending $ 19,936,448 $ 18,351,702 $17,210,807 $ 14,253,238 $37,147,255 $ 32,604,940

Capital Assets and Debt Administration
Capital Assets

At the end of fiscal year 2024, the District had $27,896,144 (net of accumulated depreciation) invested in a variety
of capital assets.

The assets include: land; capacity rights, sanitary sewer collection system subsurface lines and pump stations;
water supply wells; surface water diversion and storage tank; water treatment plant; treated water storage tanks;
water distribution system subsurface lines, valves, hydrants, and pumps; administration building; and vehicles. The
District’s capital assets balance as of June 30, 2024, increased by $976,543 or 3.6% above the prior year. This is
due to capitalized expenses in regard to the District’s Water and Sewer facilities plant and other capital
improvements reduced by current year depreciation expense.

Major capital assets events during the fiscal year included the following:
* Capital improvements to the water system

* Sewer pipeline replacement



Montara Water and Sanitary District
Management’s Discussion and Analysis
June 30, 2024

The following summarizes District capital assets for fiscal year ended June 30, 2024

Capital Assets Not Being Depreciated

Land and easement

Capacity rights
Total capital assets not being
depreciatied

Capital Assets Being Depreciated

Sewage collection facilities
Sewage treatment facilities

General plant and administration

facilities
Seal cove collection system
Other capital improvements
Water facilities plant
Water general plant
Surface water rights
Total capital assets being
depreciatied

Accumlated depreciation

Net Captial Assets Being Depreciated
Property Plant and Equipment, Net

Additional information on capital assets can be found in notes #1F and #4 to the financial statements of this report.

Long Term Obligations

On November 13, 2020, the District issued General Obligation Bonds Series 2020 in the amount of $7,524,000.
The bonds were issued to fully refinance the General Obligation Bonds Series 2012 and to finance improvements

to the District’s water system.

The District entered into a finance purchase agreement for approximately $1.8 million in October of 2006, to
finance the acquisition of capital assets for the water operations. The financing was originally provided by Citibank
at a rate of 4.56% for a 20 year term and is now held by PNC Equipment Finance (PNCEF). Effective March 15, 2013,

Balance Balance
June 30, 2023 Additions Deletions June 30, 2024
S 739,500 S - S - S 739,500

2,687,547 - - 2,687,547
3,427,047 - - 3,427,047
5,340,307 - - 5,340,307
244,540 - - 244,540
9,149,399 2,098,136 - 11,247,535
995,505 - - 995,505
4,357,566 - - 4,357,566
29,378,138 444,529 - 29,822,667
409,584 - - 409,584
300,000 - - 300,000
50,175,039 2,542,665 - 52,717,704
(26,682,485) (1,566,122) - (28,248,607)

23,492,554 976,543 - 24,469,097
S 26,919,601 S 976,543 S - S 27,896,144

the District refinanced the Citibank agreement with PNCEF at a rate of 2.95%.

On July 10, 2012, the District entered into an agreement with the State of California Department of Health under
the Safe Drinking Water State Revolving Fund Law of 1947. This agreement constitutes funding in the form of a
loan and a grant made by the State to the District. The purpose of the funding is to assist in financing the cost of
studies, planning and other preliminary activities for a project which will enable the District to meet safe drinking

water standards.



Montara Water and Sanitary District
Management’s Discussion and Analysis
June 30, 2024

The following is a summary of long-term obligations activity for the year:

Balance Balance Current Long-Term

June 30, 2023 Additions Reductions June 30, 2024 Portion Portion
General Obligation Bonds, 2020 Series $ 5,228,976 S - S (926,569) S 4,302,407 S 937,161 S 3,365,246
PNCEF Financed Purchase 559,133 - (160,111) 399,022 167,593 231,429
CIEDB loan - Direct borrowing 630,031 - (33,742) 596,289 34,781 561,508
SRF Loan - Direct borrowing 2,518,176 - (184,661) 2,333,515 188,896 2,144,619
Totals S 8,936,316 S - $(1,305,083) S 7,631,233 S 1,328,431 S 6,302,802

Additional information on the long-term obligations can be found in Note 6 of the notes to the financial statements
of this report.

Economic Factors, Rates, and Budgetary Control

The District is a California Special District including a sewer and water enterprise fund. As a Special District, charges
to customers are made only to those who receive services. The District is not typically subject to general economic
conditions such as increases or declines in property tax values or other types of revenues that vary with economic
conditions such as sales taxes. However, it does receive property tax which is dependent on property tax
valuations. Accordingly, the District sets its rates to its users to cover the costs of operation, maintenance and
recurring capital replacement and debt financed capital improvements, plus any increments for known or
anticipated changes in program costs.

The District and its Board adopt an annual budget to serve as its approved financial plan. The Board sets all fees
and charges required to fund the District’s operations and capital programs. The budget is used as a key control
device (1) to ensure Board approval for amounts set for operations and capital projects, (2) to monitor expenses
and project progress and (3) as compliance that approved spending levels have not been exceeded. All operating
activities and capital activities of the District are included within the approved budget. The budget and capital
expenditures are within the Gann limits established by State law.

Request for Information

This financial report is designed to provide our customers and creditors with a general overview of District finances,
and demonstrate District accountability for the money it receives. If you have any questions about this report, or
need additional financial information, contact the General Manager at 8888 Cabrillo Highway, Montara, CA 94037
or (650) 728-3545.
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Montara Water and Sanitary District
Statement of Net Position
June 30, 2024

Sewer Water Total
Assets
Current assets

Cash and cash equivalents S 10,963,615 S 5,462,058 S 16,425,673
Accounts receivable 87,649 525,223 612,872
Deposits receivable - 56,415 56,415
Leases receivable 41,725 - 41,725
Inventory - 42,656 42,656
Due from sewer fund - 1,666,623 1,666,623
Total current assets 11,092,989 7,752,975 18,845,964

Noncurrent assets

Capital assets

Nondepreciable
Land and easement 5,000 734,500 739,500
Capacity rights 2,687,547 - 2,687,547
Depreciable, net 9,667,152 14,801,945 24,469,097
Total capital assets 12,359,699 15,536,445 27,896,144

Other assets
Restricted cash and cash equivalents - 1,032,176 1,032,176
Leases receivable 32,860 - 32,860
Total other assets 32,860 1,032,176 1,065,036
Total noncurrent assets 12,392,559 16,568,621 28,961,180
Total assets 23,485,548 24,321,596 47,807,144
Deferred Outflows of Resources

Related to pensions 96,249 214,233 310,482
Total deferred outflows of resources 96,249 214,233 310,482

The accompanying notes are an integral part of these financial statements.
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Montara Water and Sanitary District
Statement of Net Position
June 30, 2024

Sewer Water Total
Liabilities
Current liabilities
Accounts payable 1,014,223 323,785 1,338,008
Due to water fund 1,666,623 - 1,666,623
Deposits 35,737 - 35,737
Interest payable 7,823 20,682 28,505
Other current liabilities - 43,604 43,604
Accrued compensated absences, current 11,698 25,184 36,882
Current portion of long-term debt 118,577 1,209,854 1,328,431
Total current liabilities 2,854,681 1,623,109 4,477,790
Long-term liabilities
Accrued compensated absences, net of current 27,518 37,440 64,958
General obligation bonds - 3,365,245 3,365,245
Other long-term obligations 677,223 2,260,334 2,937,557
Net pension liability 10,138 22,564 32,702
Total long-term liabilities 714,879 5,685,583 6,400,462
Total liabilities 3,569,560 7,308,692 10,878,252
Deferred Inflows of Resources
Related to leases 68,453 - 68,453
Related to pensions 7,336 16,330 23,666
Total deferred inflows of resources 75,789 16,330 92,119
Net Position
Net investments in capital assets 11,563,899 8,701,012 20,264,911
Restricted - 1,032,176 1,032,176
Unrestricted 8,372,549 7,477,619 15,850,168
Total net position S 19,936,448 S 17,210,807 S 37,147,255

The accompanying notes are an integral part of these financial statements.
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Montara Water and Sanitary District
Statement of Revenues, Expenses, and Changes in Net Position
For the Year Ended June 30, 2024

Operating Revenues
Sales and service charges

Total operating revenues
Operating Expenses
General and administrative

System maintenance and repairs
Depreciation and amortization

Total operating expenses
Operating income (loss)
Nonoperating Revenues (Expenses)
Grant revenue
Taxes - District share of one percent
Taxes - Ad valorem for general obligation bonds
Investment income

Interest expense
Other revenues (expenses)

Total nonoperating revenues (expenses)
Income before Contributions
Capital contributions - connection fees
Change in net position
Net Position, beginning of year

Net Position, end of year

The accompanying notes are an integral part of these financial statements.
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Sewer Water Total
S 3,927,340 S 3,179,032 S 7,106,372
3,927,340 3,179,032 7,106,372
872,446 1,570,450 2,442,896
3,296,410 713,730 4,010,140
538,270 1,027,852 1,566,122
4,707,126 3,312,032 8,019,158
(779,786) (133,000) (912,786)
1,167,710 - 1,167,710
559,643 559,643 1,119,286
- 993,355 993,355
191,249 224,231 415,480
(25,347) (116,113) (141,460)
80,364 1,123,346 1,203,710
1,973,619 2,784,462 4,758,081
1,193,833 2,651,462 3,845,295
390,913 306,107 697,020
1,584,746 2,957,569 4,542,315
18,351,702 14,253,238 32,604,940

$ 19,936,448

$ 17,210,807

$ 37,147,255




Montara Water and Sanitary District
Statement of Cash Flows
For the Year Ended June 30, 2024

Sewer Water Total
Cash Flows from Operating Activities
Receipts from customers and users S 4,450,516 S 4,188,315 S 8,638,831
Payments to suppliers - other (3,498,234) (2,426,239) (5,924,473)
Payments to employees (411,984) (976,259) (1,388,243)
Net cash provided by operating activities 540,298 785,817 1,326,115
Cash Flows from Non-Capital Activities
Property taxes collected 559,643 1,552,998 2,112,641
Grants received 1,167,710 - 1,167,710
Interfund advances 274,775 (274,775) -
Net cash provided by non-capital activities 2,002,128 1,278,223 3,280,351
Cash Flows from Capital and Related Activities
Principal paid on long term debt (113,806) (1,191,277) (1,305,083)
Interest paid on long term debt (24,452) (120,612) (145,064)
Acquisition and contruction of capital assets (2,098,136) (444,529) (2,542,665)
Connection fees 390,913 306,107 697,020
Cell tower lease revenue and water reliability charges 81,641 1,123,346 1,204,987
Net cash used in capital and related activities (1,763,840) (326,965) (2,090,805)
Cash Flows from Investing Activities
Investment income 191,249 224,231 415,480
Net cash provided by investing activities 191,249 224,231 415,480
Net change in cash 969,835 1,961,306 2,931,141
Cash and cash equivalents, beginning 9,993,780 4,532,928 14,526,708
Cash and cash equivalents, ending S 10,963,615 S 6,494,234 S 17,457,849
Amounts as they appear on the Statement of Net Position
Cash and cash equivalents S 10,963,615 S 5,462,058 S 16,425,673
Restricted cash and cash equivalents - 1,032,176 1,032,176
S 10,963,615 S 6,494,234 S 17,457,849

The accompanying notes are an integral part of these financial statements.
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Montara Water and Sanitary District

Statement of Cash Flows
For the Year Ended June 30, 2024

Reconciliation of operating income (loss) to net cash
provided by operating activities
Operating income

Depreciation and amortization
Pension related amounts
Changes in assets and liabilities
Accounts and notes receivable
A/P and other current liabilities
Deposits
Compensated absences
Total adjustments

Net cash provided by operating activities

The accompanying notes are an integral part of these financial statements.
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Sewer Water Total
$(779,786) $ (133,000) $ (912,786)
538,270 1,027,852 1,566,122
13,070 29,092 42,162
(15,094) (18,569) (33,663)
789,766 (95,281) 694,485
(4,879) (29,195) (34,074)
(1,049) 4,918 3,869
1,320,084 918,817 2,238,901
S 540,298 S 785,817 S 1,326,115




NOTES TO FINANCIAL STATEMENTS
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Montara Water and Sanitary District
Notes to Financial Statements
June 30, 2024

Note 1 - Summary of Significant Accounting Policies
A. General

Montara Water and Sanitary District (the District), a governmental entity legally constituted as a special
district under California law, is located on the coast in northwestern San Mateo County. The District was
formed in 1958 to provide sanitary sewer services and franchise solid waste collection for the
unincorporated areas known as Montara and Moss Beach. On May 2003 an agreement to acquire Cal-
Am Montara Water District was reached with operations beginning as of August 1, 2003.

B. Basis of Accounting

The District is a proprietary entity; it uses an enterprise fund format to report its activities for financial
statement purposes. Enterprise funds are used to account for operations that are financed and operated
in a manner similar to private business enterprise, where the intent of the governing body is that the
costs and expenses, including depreciation, and providing goods or services to the general public on a
continuing basis, be financed or recovered primarily through user charges.

An enterprise fund is used to account for activities similar to those in the private sector, where the
proper matching of revenues and costs is important and the full accrual basis of accounting is required.
With this measurement focus, all assets and all liabilities of the enterprise are recorded on its statement
of net position, and under the full accrual basis of accounting, all revenues are recognized when earned
and all expenses, including depreciation, are recognized when incurred.

A major fund is a fund whose revenues, expenditures/expenses, assets or liabilities (excluding
extraordinary items) are at least 10 percent of corresponding totals for all funds, or that management
deems significant.

The District reports the following major Proprietary Funds:

Water Enterprise — This enterprise accounts for the operation, maintenance and capital improvement
projects of the water system which is funded by user charges and other fees.

Sewer Enterprise — This enterprise accounts for the operation, maintenance and capital improvement
projects of the sewer system. These activities are funded by user charges and other fees.

Net position is reported as restricted when there are limitations imposed on their use either through
the enabling legislation adopted by the District or through external restrictions imposed by creditors,
grantors, or laws and regulations of other governments. The District first applies restricted resources
when an expense is incurred for purposes for which both restricted and unrestricted net position is
available.

C. Measurement Focus

Enterprise funds are accounted for on a cost of services or economic resources measurement focus, which
means that all assets and all liabilities associated with their activities are included on their statement of
net position. Enterprise fund type operating statements present increases (revenues) and decreases
(expenses) in total net position.
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Montara Water and Sanitary District
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June 30, 2024

The District distinguishes operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with the District’s principal ongoing operations. The principal operating revenues of the
District are charges to customers for services. Operating expenses for the District include the cost of
goods and services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.

Investment in the State Investment Pool and California Asset Management Program (Pools)

The District is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by
California government code Section 16429 under the oversight of the Treasurer of the State of California
and is not registered with the SEC. Investment with California Asset Management Program (CAMP) are
under the oversight of CAMP’s treasurer. The fair value of the District's investment in the Pools are
reported in the accompanying financial statement at amounts based upon the District's pro-rata share
of the fair value provided by Pools (in relation to the amortized cost of that portfolio). The balance
available for withdrawal is based on the accounting records maintained by Pools, which is recorded on
the amortized cost basis.

Inventory

Inventory is held for consumption and is recorded at cost using the first-in-first-out (FIFO) basis.

Capital Assets

Capital assets, which include property, plant, and equipment are recorded at historical costs or
estimated historical cost, if actual cost is not available. Contributed assets are recorded at estimated
acquisition cost on the date of contribution.

The District defines capital assets as assets with an initial, individual cost of $2,500 and an estimated
useful life in excess of one year.

Depreciation is computed by the straight-line method based on the estimated useful lives of related
asset classifications of 3 to 50 years.

Cash Flows Defined

For purpose of the statement of cash flows the District defines cash and cash equivalents to include all
cash in deposit accounts, highly liquid investments, investment in LAIF, CAMP, and cash on hand.

Accounts Receivable

The District bills its water consumption and sewer usage on a cycle billing method. Cycle billing results
in an amount of services rendered but not yet billed at year-end. The District has recorded this revenue
by estimating the unbilled amount. The estimate was calculated by using the billing subsequent to the
balance sheet date (June 30) and calculating the amount of service provided prior to June 30. This
calculated amount is included in accounts receivable.

The delinquent water and sewer charges for services and facilities furnished by the District’s water and
sewage system, and all the penalties or delinquent charges accrued thereon shall constitute a lien upon
the real property served. The District is allowed to place such charges and fees on the property tax rolls
annually as of July 1.
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Montara Water and Sanitary District
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Accrued Compensated Absences

The liability for vested vacation pay is calculated and accrued on an annual basis. The amount is
computed using current employee accumulated vacation hours at current pay rates.

Budgets and Budgetary Accounting

Budgets are prepared on a basis consistent with generally accepted accounting principles. A general
budget is adopted annually by the Board of Directors which includes operations, maintenance, and
administration.

Property Taxes

Secured property taxes attach an enforceable lien on property as of January 1. Taxes are payable in two
installments due November 1 and February 1 and become delinquent on December 10 and April 10.

Unsecured property taxes, if any, are payable in one installment on or before August 15. The County of
San Mateo bills and collects the taxes for the District. Tax revenues are recognized by the District when
received. The sewer service charges are included in secured property tax bills.

Contract Services

The District contracted out the operation and maintenance of its sewer facilities to the Sewer Authority
Mid- Coastside (SAM).

. Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Deferred Outflows and Inflows of Resources

Deferred outflows of resources are a consumption of net position that is applicable to a future reporting
period and deferred inflows of resources are in acquisition of net assets that is applicable to a future
reporting period. A deferred outflow of resources has a positive effect on net assets, similar to assets,
and a deferred inflows of resources has a negative effect on net position, similar to liabilities. The District
has one items that qualify for reporting in as deferred outflows of resources: the deferred outflows
related to pension. The District has two deferred inflows of resources: the deferred inflows related to
pension and leases.

Pensions

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related
to pensions, and pension expense, information about the fiduciary net position of the Plan and additions
to/deductions from the Plan’s fiduciary net position have been determined on the same basis as they
are reported by the Public Agency Retirement Services (PARS). For this purpose, benefit payments
(including refunds of employee contributions) are recognized when due and payable in accordance with
the benefit terms. Investments are reported at fair value.

Leases

The District recognizes a lease receivable and a deferred inflow of resources in the government-wide
and governmental fund financial statements. At the commencement of a lease, the District initially
measures the lease receivable at the present value of payments expected to be received during the lease
term.
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Subsequently, the lease receivable is reduced by the principal portion of lease payments received. The
deferred inflow of resources is initially measured as the initial amount of the lease receivable, adjusted
for lease payments received at or before the lease commencement date. Subsequently, the deferred
inflow of resources is recognized as revenue over the life of the lease term.

New Accounting Pronouncements — Effective in Future Fiscal Years

GASB Statement No. 101 — In June 2022, GASB Issued Statement No. 101, Compensated Absences. The
objective of this Statement is to better meet the information needs of the financial statement users by
updating the recognition and measurement guidance for compensated absences. That objective is
achieved by aligning the recognition and measurement guidance under a unified model and by
amending certain previously required disclosures. The requirements of this Statement are effective for
fiscal years beginning after December 15, 2023, or FY 2024/2025 and all reporting periods thereafter.
The District is evaluating the impact of this Statement on the financial statements.

GASB Statement No. 102, Certain Risk Disclosures — In December 2023, GASB issued Statement No. 102,
Certain Risk Disclosures. The Statement requires a government to assess whether a concentration or
constraint makes the primary government reporting unit or other reporting units that report a liability
for revenue debt vulnerable to the risk of a substantial impact. Additionally, this Statement requires a
government to assess whether an event or events associated with a concentration or constraint that
could cause the substantial impact have occurred, have begun to occur, or are more likely than not to
begin to occur within 12 months of the date the financial statements are issued. The Statement is
effective for fiscal years beginning after June 15, 2024, or FY 2024/2025 and all reporting periods
thereafter. The District is evaluating the impact of this Statement on the financial statements.

GASB Statement No. 103, Financial Reporting Model Improvements — In April 2024, GASB issued
Statement No. 103, Financial Reporting Model Improvements. This Statement continues the
requirement that the basic financial statements be preceded by management’s discussion and analysis
(MD&A), which is presented as required supplementary information (RSI). MD&A provides an objective
and easily readable analysis of the government’s financial activities based on currently known facts,
decisions, or conditions and presents comparisons between the current year and the prior year. This
Statement requires that the information presented in MD&A be limited to the related topics discussed
in five sections: (1) Overview of the Financial Statements, (2) Financial Summary, (3) Detailed Analyses,
(4) Significant Capital Asset and Long-Term Financing Activity, and (5) Currently Known Facts, Decisions,
or Conditions. Furthermore, this Statement stresses that the detailed analyses should explain why
balances and results of operations changed rather than simply presenting the amounts or percentages
by which they changed. This Statement emphasizes that the analysis provided in MD&A should avoid
unnecessary duplication by not repeating explanations that may be relevant to multiple sections and
that “boilerplate” discussions should be avoided by presenting only the most relevant information,
focused on the primary government. In addition, this Statement continues the requirement that
information included in MD&A distinguish between that of the primary government and its discretely
presented component units. The Statement is effective for fiscal years beginning after June 15, 2025, or
FY 2025/2026 and all reporting periods thereafter. The District is evaluating the impact of this Statement
on the financial statements.
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New Accounting Principles from the Governmental Accounting Standards Board (GASB)

GASB Statement No. 100 — In June 2022, GASB Issued Statement No. 100, Accounting Changes and Error
Corrections — an amendment of GASB Statement No. 62. The objective of this Statement is to enhance
accounting and financial reporting requirements for accounting changes and error corrections to provide
more understandable, reliable, relevant, consistent, and comparable information for making decisions
or assessing accountability. The requirements of this Statement are effective for accounting changes
and error corrections made in fiscal years beginning after June 15, 2023 or FY 2023/2024 and all
reporting periods thereafter. The District is evaluating the impact of this Statement on the financial
statements.

Note 2 - Cash and Investments

A. Cash and Investment Summary

B.

C.

The following is a summary of the cash and investments as of June 30, 2024:

Cash Deposits S 12,067,915
Investments with California Asset Management Program 5,379,356
Investments with Local Agency Investment Fund 10,578

S 17,457,849
Restricted cash and cash equivalents S 1,032,176
Unrestricted cash and cash equivalents 16,425,673

$ 17,457,849

General Authorizations

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are indicated
in the schedules below:

Authorized Maximum Maximum Maximum
Investment Type Remaining Percentage Investment
Maturity of Portfolio In One Issuer

U.S Agency Obligations 5 years None None
U.S. Treasury Securities 5 years None None
Banker’s Acceptances 180 days 40% 30%
Negotiable Certificates of Deposit 5 years 30% None
Repurchase Agreements 1year None None
Local Agency Investment Fund (LAIF) N/A None None
Certificate of Deposit N/A 30% None
California Asset Management Program N/A None None

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. The District manages its exposure to interest rate risk by
depositing the majority of its funds with the State Local Agency Investment Fund, which is short term
investment.
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Information about the sensitivity of the fair values of the District's investments to market interest rate
fluctuation is provided by the following schedule that shows the distribution of the District's investment

by maturity:
Average
Investment Type Fair Value Maturity
LAIF S 10,578 217 days
CAMP 5,379,356 38 days
$ 5,389,934
D. Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measure by the assignment of a rating by a nationally recognized statistical rating
organization. Investment in LAIF are not rated on June 30, 2024.

E. Custodial Credit Risk - Deposits

For deposits, this is the risk that in the event of a bank failure, the District’s deposits may not be returned
to it. The District’s Investment Policy addresses custodial credit risk, which follows the Government
Code. Any uninsured bank balance is collateralized by the pledging financial institutions at 110% of the
deposits, in accordance with the State of California Government Code. At June 30, 2024, balances in
financial institutions, omitting reconciling items, were $12,113,563. Of the balance in financial
institutions, $500,000 was covered by federal depository insurance and $11,613,563 was collateralized
as required by State law (Government Code Section 53630), by the pledging financial institution with
assets held in a common pool for the District and other governmental agencies, but not in the name of
the District.

Note 3 - Fair Value Measurements

The District categorizes the fair value measurements of its investments based on the hierarchy
established by generally accepted accounting principles. The fair value hierarchy, which has three levels,
is based on the valuation inputs used to measure an asset's fair value. The following provides a summary
of the hierarchy used to measure fair value:

e Level 1-Quoted prices in active markets for identical assets that the District has the ability to access
at the measurement date. Level 1 assets may include debt and equity securities that are traded in
an active exchange market and that are highly liquid and are actively traded in over-the-counter
markets.

e Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar assets in active
markets, quoted prices for identical or similar assets in markets that are not active, or other inputs
that are observable, such as interest rates and curves observable at commonly quoted intervals,
implied volatilities, and credit spreads. For financial reporting purposes, if an asset has a specified
term, a Level 2 input is required to be observable for substantially the full term of the asset.

e Level 3 - Unobservable inputs should be developed using the best information available under the
circumstances, which might include the District's own data. The District should adjust that data if
reasonable available information indicates that other market participants would use different data
or certain circumstances specific to the District are not available to other market participants.
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e Uncategorized - Investments in the Local Agency Investment Funds/State Investment Pools are not
measured using the input levels above because the District's transactions are based on a stable net
asset value per share. All contributions and redemptions are transacted at $1.00 net asset value per

share.

The District's investments in LAIF and CAMP are not subject to the fair value measurement.

Note 4 - Capital Assets

Changes in capital assets accounts are summarized below:

Balance Balance

Category June 30, 2023 Additions Deletions June 30, 2024
Sewer Fund
Capital assets not being depreciated

Land S 5000 S - S S 5,000

Capacity rights 2,687,547 - 2,687,547
Total capital assets not being depreciated 2,692,547 - 2,692,547
Capital assets being depreciated

Sewage collection facilities 5,340,307 - 5,340,307

Sewage treatment facilities 244,540 - 244,540

General plant and administration facilities 9,149,399 2,098,136 11,247,535

Seal Cove collection system 995,505 - 995,505

Other capital improvements 3,250,409 - 3,250,409
Total capital assets being depreciated 18,980,160 2,098,136 21,078,296
Accumulated depreciation (10,872,874) (538,270) (11,411,144)
Net capital assets being depreciated 8,107,286 1,559,866 9,667,152
Property, plant and equipment, net S 10,799,833 S 1,559,866 S S 12,359,699
Water Fund
Capital assets not being depreciated

Land and easement S 734,500 §$ - S S 734,500
Total capital assets not being depreciated 734,500 - 734,500
Capital assets being depreciated

Water meters 1,058,985 - 1,058,985

Water general plant 29,787,722 444,529 30,232,251

Other capital assets 48,172 - 48,172

Surface water rights 300,000 - 300,000
Total capital assets being depreciated 31,194,879 444,529 31,639,408
Accumulated depreciation (15,809,611) (1,027,852) (16,837,463)
Net capital assets being depreciated 15,385,268 (583,323) 14,801,945
Property, plant and equipment, net $16,119,768 S (583,323) S S 15,536,445
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Capacity Rights in Sewer Authority Mid-Coastside

The District has capacity rights in the Sewer Authority Mid-Coastside (SAM), a public entity created
February 3, 1976 by a Joint Exercise of Powers Agreement pursuant to the provisions of Title 1, Division
7, and Chapter 5 of the Government code of the State of California. Other joint power members include
the City of Half Moon Bay and the Granada Community Services District. The District reports these
capacity rights in SAM on cost basis.

Under this agreement, SAM is granted the power of the member agencies to construct, maintain, and
operate facilities for the collection, transmission, treatment and disposal of wastewater for the benefit
of the lands and inhabitants within their respective boundaries.

Each member agency has the power to appoint two representatives of their own governing body to
SAM'’s Board of Directors. Budgets prepared by SAM are subject to approval by the member agencies
and expenditures in excess of the budgeted amounts require unanimous consent and approval of SAM’s
Board of Directors.

SAM provides sewage collection and treatment services, for which the District pays a monthly fee. The
District paid $1,983,369 for these collection and treatment services for the year.

The Sewer Authority Mid-Coastside complete audited financial statements are available at 1000 Cabrillo
Hwy N, Half Moon Bay, CA 94019.

Note 5 - Leases

The District has multiple contracts for leases of District property wireless communications facilities. The
leases expire between fiscal years 2024 through 2026. The discount rates were between 1.91% and
3.00%. As of June 30, 2024, the District’s receivable for lease payments was $74,585. The District also
has a deferred inflow of resources associated with these leases that will be recognized as revenue over
the lease term. As of June 30, 2024, the balance of the deferred inflow of resources was $68,453.

Note 6 - Long Term Obligations

Following is a summary of the changes in long term obligations for the year:

Balance Balance Current Long-Term

June 30, 2023 Additions Reductions June 30, 2024 Portion Portion
General Obligation Bonds, 2020 Series $ 5,228,976 S - S (926,569) S 4,302,407 S 937,161 S 3,365,246
PNCEF Financed Purchase 559,133 - (160,111) 399,022 167,593 231,429
CIEDB loan - Direct borrowing 630,031 - (33,742) 596,289 34,781 561,508
SRF Loan - Direct borrowing 2,518,176 - (184,661) 2,333,515 188,896 2,144,619
Totals S 8,936,316 S - $(1,305,083) S 7,631,233 S 1,328,431 S 6,302,802

A. General Obligation Bonds, Series 2020

On November 13, 2020, the District issued General Obligation Bonds Series 2020 in the amount of
$7,524,000. The bonds were issued to fully refund the General Obligation Bonds Series 2012, which the
District issued for the acquisition and improvements of a domestic water supply, treatment, and fire
protection system serving the entire District service area, and to finance improvements to the District’s
water system. The District therefore recognized an economic gain of $360,600 and future cash saving
of $419,027. These bonds are payable from the levy of ad valorem taxes on all property within the
District. Interest on the bonds is 1.4 percent and is payable on February 1 and August 1 of each year,
commencing February 1, 2021.
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B.

Principal is due semi-annually beginning February 1, 2021, in amounts ranging from $473,189 to
$488,986, with a final payment of $488,986 due August 1, 2028. Below is a summary schedule of future
payments on the bonds:

Fiscal Year Ending June 30, Principal Interest Total
2025 $ 937,161 $ 46,384 S 983,545
2026 947,876 35,670 983,546
2027 958,712 24,833 983,545
2028 969,673 13,873 983,546
2029 488,985 2,787 491,772
Total

S 4,302,407 S 123,547 S 4,425,954

Finance Purchase

On November 7, 2006, the District entered into a purchase agreement with a financial institution in the
amount of $1,854,443 at a fixed interest rate of 4.56 percent annually. The agreement matures on
October 7, 2026. The agreement was to finance the acquisition, construction and installation of energy
conservation capital facilities for the District’s water system with the expectation that the cost thereof
will be offset through reductions in future energy costs created by the facilities. As security for its
obligation under this lease the District has pledged to the Lessor a security interest in the net revenue
of both the water and sewer enterprises.

The financing was originally provided by Citibank at a rate of 4.56 percent for a 20-year term and is now
held by PNC Equipment Finance (PNCEF). Effective March 15, 2013, the District refinanced the capital
lease with PNCEF at a rate of 2.95 percent.

Below is a summary schedule of future payments on the financing:

Fiscal Year Ending

June 30, Principal Interest Total
2025 $ 167,593 S 9522 $ 177,115
2026 172,794 4,506 177,300
2027 58,635 361 58,996
Total $ 399022 $ 14389 S 413,411

CIEDB Loan

On October 1, 2008, the District entered into an enterprise fund installment sale agreement with
California Infrastructure and Economic Development Bank (CIEDB) in the amount of $1,010,000. The
agreement was to purchase a facility in order to renovate and upgrade two sewer pump stations. The
agreement matures on December 3, 2037 with principal amounts due August 1, and interest payments
due on February 1 and August 1 of each year. The interest rate is 3.05 percent per annum.
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Below is a summary schedule of future payments on the loan:

Fiscal Year Ending

June 30, Principal Interest Total
2025 S 34,781 S 17,656 $ 52,437
2026 35,841 16,579 52,420
2027 36,935 15,470 52,405
2028 38,061 14,326 52,387
2029 39,222 13,147 52,369

2030-2034 214,800 46,761 261,561
2035-2038 196,649 12,221 208,870
Total $ 596289 136160 S 732,449

D. State Revolving Fund Loan

OnlJuly 10, 2012, the District entered into an agreement with the State of California Department of Health
under the Safe Drinking Water State Revolving Fund Law of 1947. This agreement constitutes funding in
the form of a loan and a grant made by the State to the District to assist in financing the cost of studies,
planning and other preliminary activities for a project which will enable the District to meet safe drinking
water standards. Under this agreement, the State will lend the District an amount not to exceed
$500,000, payable in five years from the first principal and interest invoice. On November 14, 2012, the
District entered into an additional agreement with the State of California Department of Health under
the Safe Drinking Water Revolving Fund Law of 1947. This agreement constitutes funding in the form of
a loan made by the State to the District to assist in financing the construction of the preliminary activities
noted above.

The District will make semiannual payments for the principal and any interest amounts due January 1
and July 1 of each year until the loan is repaid in full at an interest rate of 2.28 percent per annum.

Fiscal Year Ending

June 30, Principal Interest Total
2025 $ 188,896 S 52,216  $ 241,112
2026 193,234 47,878 241,112
2027 197,671 43,440 241,111
2028 202,211 38,900 241,111
2029 206,855 34,256 241,111

2030-2034 1,107,757 97,799 1,205,556
2035 -2036 236,891 4,064 240,955
Total $2,333,515 $ 318553  $ 2,652,068
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Note 7 - Deferred Contribution Plan

The District’s defined contribution, IRS code section 457 pension plan, provides deferred compensation
retirement benefits to plan members and beneficiaries. Under this plan participants may defer a portion
of their compensation and are not taxed on the deferred portion until it is distributed to them.
Distribution may be made only at termination, retirement, death, or in an emergency as defined by the
plan. The District has contracted with a third party to provide administration and management of the
plan’s assets which are to be held for the exclusive benefit of plan participants and their beneficiaries.
Since the assets held under this plan are not the District’s property and are not subject to claims by
general creditors of the District, they have been excluded from these financial statements.

Note 8 - Defined Benefit Plan

A. Plan Description

The District has adopted, through the Public Agency Retirement Services (PARS), a tax qualified
governmental defined benefit plan for the benefit of eligible District employees to provide retirement
benefits. PARS is a private agent-multiple employer agency specializing in retirement services. The plan
conforms to the requirements of Internal Revenue Code Section 401(a) tax-qualified multiple employer
retirement system and therefore is entitled to favorable tax treatment.

Members are eligible to receive benefits under the PARS plan if they:

a) Were a full-time employee of the District on or after July 1, 2015;

b) Are at least sixty-two years of age;

c) Have completed at least five or more years of full-time service with the District;
d) Have applied for benefits under the Plan; and

e) Have terminated employment with the District.

B. Benefits Provided

Members are paid benefits equal to an amount equal to one-twelfth (1/12) of the number of full and
partial years of full-time continuous employment with the District completed as of the member’s
retirement times the member’s final pay times 2%. Upon death of a member, the member’s monthly
allowance will automatically continue to an eligible survivor. No preretirement disability benefits are
provided. Pre- retirement death benefits are provided for employees who have at least five years of full-
time employment with the District.

Employees who terminate employment or are terminated whether voluntarily, involuntarily, by death,
disability or in any other manner prior to completing five (5) years of full-time service with the Employer,
will receive one hundred percent (100%) of their Employee contributions made to the Plan plus three
percent (3%) interest per annum.

The Plan’s provisions and benefits in effect at June 30, 2024, are summarized as follows:

Formula 2% @62
Benefit vesting schedule 5 years of service
Benefit payments Monthly for life
Retirement age 62
Required employee contribution rates 7.75%
Required employer contribution rates 7.30%
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C. Employees Covered by Benefit Terms

At the June 30, 2024, measurement date the following employees were covered by the benefit terms for
the Plan:

PARS Plan
Inactive employees or beneficiaries currently receiving benefits 2
Inactive employees entitled to but not yet receiving benefits 2
Active employees* 8
Total 12

D. Contributions

The District contributed the actuarially determined contribution to the PARS plan. For the measurement
period ended June 30, 2024, the employer contributions were $72,022.

E. Net Pension Liability

The District’s net pension liability for the Plan is measured as the total pension liability, less the pension
plan’s fiduciary net position. The net pension liability of the Plan is measured as of June 30, 2023, using
an annual actuarial valuation date of June 30, 2023. A summary of principal assumptions and methods
used to determine the net pension liability is shown below:

Actuarial Assumptions - The total pension liabilities in the June 30, 2023, actuarial valuation was
determined using the following actuarial assumptions:

e Valuation Date e June 30, 2023

e Contribution Policy e District contributes full ADC

e Discount Rate and ® 6.25% at June 30, 2023
Long-Term Expected e 6.25 at June 30, 2022
Rate of Return on e Expected District contributions projected to keep sufficient plan
Assets assets to pay all benefits from trust

e General Inflation e 2.50% annually

e Mortality, Retirement, e CalPERS 2000-2019 Experience Study

Disability, Termination
e Mortality Improvement e Mortality projected fully generational with Scale MP-2021
e Salary Increases e Aggregate — 2.75% annually
e Merit — CalPERS 2000-2019 Experience Study

F. Discount Rate

The best estimate for the long-term rate of return of 6.25% is determined by adding expected inflation
to expected long-term real returns and reflecting expected volatility and correlation. The table below
reflects discount rate development. 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.
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Montara Water and Sanitary District
Notes to Financial Statements

June 30, 2024

Target Allocation Expected Real
Asset Class Component PARS-Capital Appreciation Rate of Return
Global equity 75% 4.56%
Fixed income 20% 0.78%
Cash 5% (0.50%)
Assumed long-term rate of inflation 2.50%
Expected long-term net rate of return, rounded 6.25%

G. Changes in Net Pension Liability (Asset)

The changes in the Net Pension Liability (Asset) for the Plan are as follows:

Total Pension Fiduciary Net Pension
Liability Net Position  Liability (Asset)
Balance at 6/30/23
(6/30/22 measurement date) $ 1,206,002 $1,165,171 S 40,831
Service cost 117,254 - 117,254
Interest 82,271 - 82,271
Changes of benefit terms - - -
Actual vs. expected experience 35,048 - 35,048
Assumption changes - - -
Contributions — employer - 76,026 (76,026)
Contributions — employee - 58,603 (58,603)
Net investment income - 119,351 (119,351)
Benefit payments (13,823) (13,823) -
Administrative expenses - (11,278) 11,278
Net Changes 220,750 228,879 (8,129)
Balance at 6/30/24
(6/30/23 measurement date) $ 1,426,752 $ 1,394,050 S 32,702

Sensitivity of the Net Pension Asset (Liability) to Changes in the Discount Rate - The following presents
the net pension asset (liability) of the District, calculated using the plan discount rate, as well as what
the District’s net pension asset (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% Decrease Current Rate 1% Increase
(5.25%) (6.25%) (7.25%)
Net Pension Liability (Asset) $317,623 $ 32,702 $(195,092)

H. Pension Plan Fiduciary Net Position

Detailed information about the plan’s fiduciary net position is available in the separately issued PARS
financial report.
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Montara Water and Sanitary District
Notes to Financial Statements
June 30, 2024

I.  Pension Expense (Revenue) and Deferred Outflows/Inflows of Resources Related to Pension

For the year ended June 30, 2024, the District recognized actuarial pension expense of $115,609. At June
30, 2024, the District reported deferred outflows and inflows of resources as follows:

June 30, 2024

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience S 176,908 S 20,651
Changes in assumptions 22,249 3,015
Net difference between projected and actual earnings on plan
investments 39,303 -
Employer contributions made subsequent to the
measurement date 72,022 -
Total S 310,482 S 23,666

Of the $310,482 reported as deferred outflows of resources, $72,022 relates to contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the
year ended June 30, 2025.

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

Deferred
Outflows/(Inflows)
Year ended June 30, of Resources

2025 S 38,970
2026 31,656
2027 72,903
2028 11,658
2029 6,249
Thereafter 53,358

Note 9 — Risk Management

The District is exposed to various risks of loss related to torts: theft, damage, and destruction of assets;
errors and omissions; injuries to employees and natural disaster. The District joined together with other
entities to form the California Sanitation Risk Management Authority (CSRMA), a public entity risk pool
currently operating as a common risk management and insurance program for 54-member entities. The
purpose of CSRMA is to spread the adverse effects of losses among the member entities and to purchase
excess insurance as a group, thereby reducing its cost. The District pays annual premiums to CSRMA for

its general, liability, property damage and monthly premiums to State Fund for its workers
compensation insurance.

CSRMA is governed by a Board composed of one representative from each member agency. The Board
controls the operations of CSRMA including selection of management and approval of operating
budgets, independent of any influence by member entities.
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Montara Water and Sanitary District
Notes to Financial Statements
June 30, 2024

The following is a summary of the insurance policies carried by the District as of June 30, 2024:

Type of Coverage Coverage Limits
General Liability S 15,500,000
Workers’ Compensation 2,000,000

Claims and judgments, including provision for claims incurred but not reported, are recorded when a loss
is deemed probable of assertion and the amount of the loss is reasonably determinable. As discussed
above, the District has coverage for such claims, butit had retained the risk for the deductible or uninsured
portion of these claims.

The District has not exceeded its insurance coverage limits in any of the last three years. Any District
liability is included in accrued expenses on the financial statements.

Note 10 — Grant Revenues

During fiscal year 2022-2023 the Sewer Authority Mid-Coastside (SAM) sustained major damage to their
plant due to the winter storm event in December 2022 & January 2023. It was further discovered that the
storm event qualified for potential reimbursement from the Federal Emergency Management Agency
(FEMA) reimbursement funding of essential public utilities on the Coastside. However, due to SAM’s
organizational structure as a Joint Powers Association with two other member agencies, they could not
apply for FEMA funding. The District, on behalf of SAM, agreed to operate as the initial sub-recipient of
reimbursement funding from FEMA and the California Office of Emergency Services (CalOES) and remit
funds to SAM as they are received. For fiscal year 2023-2024 The District passed through $874,168 of
federal funds and $293,542 of State matching funds to a secondary subrecipient, SAM. SAM is an authorized
agent on this award, and has signed and agreed to abide by all applicable compliance requirements.

Note 11 - Commitments and Contingent Liabilities

The District has an agreement with Sewer Authority Mid-Coastside (SAM), Granada Community Services
District, and City of Half Moon Bay for the purchase of additional plant sewer capacity on an as needed
basis. The District may purchase additional capacity in the SAM plant, if such additional capacity is
available, at a cost per Equivalent Residential Unit (ERU) in effect. The future price would be an average
current cost per ERU charged a property in the City of Half Moon Bay and Granada Community Services
District plus accrued interest as stipulated in the agreement. At this time the District needs no additional
capacity.

The District is a plaintiff or defendant in a number of lawsuits, which have arisen in the normal course of
business. In the opinion of the District, these actions when finally adjudicated will not have a material
adverse effect on the financial position of the District.
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Montara Water and Sanitary District

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2024

Federal Grantor/
Pass-Through Grantor/Program or Cluster Title

Federal Assistance
Listing Number

Pass-Through
Identifying
Number

Federal
Expenditures

Department of Federal Emergency Management Agency (FEMA)
Disaster Grants - Public Assistance (Presidentially Declared
Disasters)

Pass-Through California Governors Office of Emergency Services
(CalOES)
FY 2022-2023 Winter Storm Damage
Project 714823 - Force Main (F-Public Utilities)
Project 714824 - Wastewater Treatment Plant Building &
Contents (F-Public Utilities)
Project 739728 - Montara Building Contents

Subtotal Department of Federal Emergency Management Agency

Total Expenditures of Federal Awards

97.036

97.036
97.036

CalOES ID: 081-91006

CalOES ID: 081-91006
CalOES ID: 081-91006

See Accompanying Notes to Schedule of Expenditures of Federal Awards
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Montara Water and Sanitary District
Notes to Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2024

The Schedule of Expenditures of Federal Awards presents the activities of federal award programs
expended by the Montara Water and Sanitary District (the “District”). The District’s reporting entity is
defined in Note 1 to the financial statements.

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the
Authority under programs of the federal government for the year ended June 30, 2024. The information
in this schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Because the schedule presents only a selected portion of the
operations of the District, it is not intended to and does not present the financial position, changes in net
position, or cash flows of the District.

The Schedule of Expenditures of Federal Awards is presented on the accrual basis of accounting. This is
the same method of accounting as was used in the preparation of the District’s basic financial statements.

During fiscal year 2022-2023 the Sewer Authority Mid-Coastside (SAM) sustained major damage to
their plant due to the winter storm event in December 2022 & January 2023. It was further discovered
that the storm event qualified for potential reimbursement from the Federal Emergency
Management Agency (FEMA) reimbursement funding of essential public utilities on the Coastside.
However, due to SAM’s organizational structure as a Joint Powers Association with two other
member agencies, they could not apply for FEMA funding. The District, on behalf of SAM, agreed to
operate as the initial sub-recipient of reimbursement funding from FEMA and the California Office of
Emergency Services (CalOES) and remit funds to SAM as they are received.

For fiscal year 2023-2024 The District passed through $874,168 of federal funds and $293,542 of State

matching funds to a secondary subrecipient, Sewer Authority Mid-Coastside (SAM). SAM is an authorized
agent on this award, and has signed and agreed to abide by all applicable compliance requirements.
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2700 Ygnacio Valley Road, Ste 270

CROPPER ROWE, LLP Walnut Creek, CA 94598

(925) 932-3860 tel
CERTIFIED PUBLIC ACCOUNTANTS ' (925) 476-9930 efax

Www.cropperaccountancy.com

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Board of Directors
Montara Water and Sanitary District
Montara, 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 business-type
activities of Montara Water and Sanitary District, as of and for the year ended June 30, 2024, and the
related notes to the financial statements, which collectively comprise Montara Water and Sanitary
District’s basic financial statements, and have issued our report thereon dated November 20, 2024.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Montara Water and
Sanitary District’s internal control over financial reporting (internal control) as a basis for designing
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
Montara Water and Sanitary District’s internal control. Accordingly, we do not express an opinion on
the effectiveness of Montara Water and Sanitary 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. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Montara Water and Sanitary 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 financial statements. 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.
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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.

Dy o L1

CROPPER ROWE, LLP
Walnut Creek, California
November 20, 2024
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CROPPER ROWE, LLP Walnut Creek, CA 94598
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM
GUIDANCE

To the Board of Directors
Montara Water and Sanitary District
Montara, California

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Montara Water and Sanitary District’s compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct
and material effect on each of Montara Water and Sanitary District’s major federal programs for the year
ended June 30, 2024. Montara Water and Sanitary District’s major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

In our opinion, Montara Water and Sanitary District complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended June 30, 2024.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of Montara Water and Sanitary District and to meet our other ethical
responsibilities, in accordance with 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 opinion on
compliance for each major federal program. Our audit does not provide a legal determination of Montara
Water and Sanitary District’s compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to Montara
Water and Sanitary District’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on Montara Water and Sanitary District’s compliance based on our audit. Reasonable assurance
is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
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conducted in accordance with generally accepted auditing standards, Government Auditing Standards,
and the Uniform Guidance will always detect material noncompliance when it exists. The risk of not
detecting material noncompliance resulting from fraud is higher than for that resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Noncompliance with the compliance requirements referred to above is considered
material if there is a substantial likelihood that, individually or in the aggregate, it would influence the
judgment made by a reasonable user of the report on compliance about Montara Water and Sanitary
District’s compliance with the requirements of each major federal program as a whole.

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

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

e Identify and assess the risks of material noncompliance, 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 Montara Water and Sanitary District’s compliance
with the compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

e Obtain an understanding of Montara Water and Sanitary District’s internal control over
compliance relevant to the audit in order to design audit procedures that are appropriate in the
circumstances and to test and report on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of
Montara Water and Sanitary District’s internal control over compliance. Accordingly, no such
opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Report on Internal Control over Compliance

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

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.
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Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the business-type activities of Montara Water and Sanitary
District, as of and for the year ended June 30, 2024, and the related notes to the financial statements,
which collectively comprise Montara Water and Sanitary District’s basic financial statements. We
issued our report thereon dated November 20, 2024, which contained unmodified opinions on those
financial statements. Our audit was performed for the purpose of forming opinions on the financial
statements that collectively comprise the basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the
Uniform Guidance and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated in all
material respects in relation to the basic financial statements as a whole.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

lowe L

|
CROPPER ROWE, LLP

Walnut Creek, California
November 20, 2024
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Montara Water and Sanitary District
Status of Prior Year Audit Findings
For the Year Ended June 30, 2024

N/A - No prior year findings.
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Montara Water and Sanitary District
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2024

Section | — Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: unmodified
Internal control over financial reporting:
Material weaknesses identified? no
Reportable conditions identified not considered material weaknesses? no
Noncompliance material to financial statements? no

Federal Awards

Internal control over major programs:
Material weaknesses identified? no
Reportable conditions identified not considered material weaknesses? no

Type of auditors’ report issued on compliance for major programs: unmodified

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR Section 200.5167 no

Identification of major programs:

Disaster Grants — Public Assistance (Presidentially Declared Disasters)  97.036

Dollar threshold to distinguish between Type A and Type B programs $750,000
Auditee qualified as low risk auditee? No
Section Il — Findings related to the Financial Statements Required to be reported in Accordance with

Generally Accepted Government Auditing standards

Our audit disclosed no findings related to the financial statements required to be reported in accordance
with Generally Accepted Government Auditing Standards.

Section lll — Federal Award Findings

Our audit disclosed no findings or questioned costs that related to federal awards.
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