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’ SOUTH PLACER MUNICIPAL UTILITY DISTRICT
"

5807 Springview Drive, Rocklin, CA 95677
Yy /[ 4 (916) 786-8555
Fax: (916) 786-8553

TRANSMITTAL LETTER

December 13, 2021

To the Honorable SPMUD Board Directors:

In accordance with the requirements of the Municipal Utility District Act of the State of California,
(California Public Utilities Code Section 11501, et.al.), the South Placer Municipal Utility District
(the District or SPMUD) staff submits to you the Comprehensive Annual Financial Report for the
year ended June 30, 2021. The Comprehensive Annual Financial Report provides an assessment
of the District’s financial condition, informs readers about District services, gives details of
infrastructure replacement projects, discusses current issues, and provides financial and
demographic trend information. District Management is responsible for the preparation of this
Comprehensive Annual Financial Report. This letter of transmittal is designed to complement the
Management’s Discussion and Analysis and should be read in conjunction with it.

FINANCIAL STATEMENTS AND INTERNAL CONTROLS

The District's financial statements were audited by Mann, Urrutia, Nelson, Certified Public
Accountants. Management believes the Annual Financial Report is complete and accurate in all
material respects. Management has established a comprehensive framework of internal controls
that provide a reasonable basis to assert that these financial statements are fairly represented
and are free from any material misstatements. Internal controls have inherent limitations but have
been established such that the cost of the controls does not exceed the benefits derived from
their implementation. The District has established these internal controls, implemented policies
and procedures, and retained the services of an outside accountant to safeguard assets and
assure proper recording and reporting of transactions using Generally Accepted Accounting
Principles.

DISTRICT OVERVIEW

The Rocklin-Loomis Municipal Utility District was created in 1956 to provide sanitary sewer
service to Rocklin and Loomis. The District is divided into five wards and governed by an elected
five-member Board of Directors who establish policy and oversee the General Manager, who
manages the day-to-day operations. In the 1970s, the District decommissioned its sewage
treatment facilities and began using the City of Roseville Dry Creek Wastewater Treatment Plant.



In the 1980s, the name changed to South Placer Municipal Utility District to reflect its expanding
service area. In 2000, the District, the City of Roseville, and Placer County created the South
Placer Wastewater Authority (SPWA) to finance the construction of a second wastewater
treatment plant, the Pleasant Grove Wastewater Treatment Plant.

In 2010, SPMUD annexed the Newcastle Sanitary District (NSD) area. The District currently
provides sewer collection services in southwestern Placer County, California, and currently serves
residents and businesses in the City of Rocklin, Town of Loomis, and in the unincorporated
communities of Penryn, Newcastle, and the Rogersdale area of Granite Bay. Sewage is collected
by the District and conveyed to the two regional wastewater treatment plants, Dry Creek and
Pleasant Grove, which are operated by the City of Roseville.

FIGURE 1 — SPMUD BOUNDARIES
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The SPMUD service area covers 31 square miles. The District provides service to 25,156
customers (80% residential and 20% commercial); this equates to 35,322 Equivalent Dwelling
Units (EDU). The results of the 2020 Census indicate that the District currently provides service
to a population of 80,548 people. An Equivalent Dwelling Unit or EDU is the typical volume and
strength of wastewater generated by a single-family home. Our customers discharge an average
sewer flow of about four and a half million gallons per day. The District collects the sewage and
transports it via 287 miles of district-owned and operated sewer mains (from 4” to 42” diameter).
The District maintains an additional 117 miles of lower laterals within our easement or public right-



of-way. Other assets include our headquarters, maintenance, and corporation yard facilities,
6,791 manholes/flushing branches, 15 lift stations, 12 metering sites, and related buildings,
facilities, and equipment.

The SPMUD monthly service charge is a fixed amount that is billed quarterly in arrears. Bills
are due two months after the billing date. Quarterly bills not paid by the due date are assessed
a late fee. The monthly service charge for fiscal year 20/21 was $36.00 per equivalent dwelling
unit (EDU). The monthly late fee was $2.50 per EDU, and the Local Sewer Participation Fee to
“connect” a home or business to the sewer system was $4,129 per EDU. In accordance with the
Mitigation Fee Act, the Sewer Participation Fee Nexus Study was last adopted by the Board of
Directors in February of 2020.

INVESTING IN INFRASTRUCTURE

The District’'s customers have high
expectations from the Board of Directors.
They expect sewage to be collected and
conveyed continuously, to be treated
efficiently and disposed of effectively. The
District has developed a High-Risk Facilities
Program that meets the requirements of
provision D.13.vi.c of the Statewide General
Waste Discharge Requirements for Sanitary
Sewer Systems, Water Quality Order No.
2006-003 (SSS WDRs), which requires
sewer systems to develop a rehabilitation
and replacement plan to identify and prioritize system deficiencies and implement short-term and
long-term rehabilitation actions to address each deficiency. The program includes regular visual
and TV inspections of manholes and sewer pipes, and a system for ranking the condition of sewer
pipes and scheduling rehabilitation. Rehabilitation and replacement focus on sewer pipes that are
at risk of collapse or prone to more frequent blockages due to pipe defects. Finally, the
rehabilitation and replacement plan includes a capital improvement plan that addresses the
proper management and protection of sewer infrastructure assets.

Above grade creek crossings represent a unique and special risk to the District. By default, above
grade creek crossings are potential High-Risk Facilities due to their immediate proximity to a
waterway. Any failure of an above grade creek crossing results in the potential for serious
consequences to public health and the environment, and litigation and fines for the District. For
these reasons, a separate and more detailed risk assessment was conducted on this subset of
the District’s assets.

The District has been engaged in a multi-year plan to address projects identified in the
Wastewater Collection System Evaluation and Capacity Assurance Plan (SECAP). The purpose
of the SECAP is to provide the District guidance in its efforts to assure capacity for existing
customers and information on how to prepare and plan for future development. This document
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summarizes the District’'s compliance with provision D.13.viii of the SSS WDRs. It is included by
reference in the District's Sewer System Management Plan (SSMP); is reviewed regularly and is
updated as deemed necessary by District staff (at minimum every five years) to account for
conditions affecting collection system capacity. An updated SECAP was adopted by the District

Board of Directors in February of 2020.
LOCAL ECONOMIC CONDITIONS

The District boundaries are located in South Placer County.
Placer County is in the northern portion of the Sacramento
Valley and has an eastern border that touches the Nevada state
line. Placer County is one of the top five fastest growing counties
in the State. Placer County has a population of 404,994 people
and a labor force of 186,900. The median household income in
Placer County is $89,691". The unemployment rate is 5.3%
compared with 7.9%? in California as a whole.

California’s population dipped by 182,083 residents last year,
bringing the state’s total to 39,466,855 people as of January 1,
2021, according to new population estimates and housing data
released by the California Department of Finance. California’s
negative growth rate of -0.46 percent represents the first twelve
month decline since state population estimates have been
recorded. Three principal factors contributed to this year-over-
year population decrease:

1) Continuing declines in natural increase — births minus non-
COVID-19 deaths (loss of 24,000).

2) Continuing declines in foreign immigration — accelerated in
recent years by federal policy (loss of 100,000).

3) Deaths in 2020 separately associated with the COVID-19
pandemic (loss of 51,000).

Despite these population declines, four counties had growth
rates over 1.0 percent. These counties include:

+ San Benito (1.7%)

+ Placer (1.5%)

+ San Joaquin (1.3%)

* Yuba (1.1%)

" Placer County Profile www.placer.ca.gov
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Growth remains strong in the interior counties of the Central
MEDIAN HOUSEHOLD Valley and the Inland Empire, while remaining modest in the

INCOME Bay Area, and slowing to near zero and even negative in most
of the coastal counties®.

Based on the Bureau of Labor Statistics Consumer Price
Index for Urban Wage Earners and Clerical Workers (CPI-W):
West Region Size Class A, inflation grew 5.2%. Interest rates
remained low throughout the fiscal year, ending with an
average thirty-year fixed rate of 2.841%.

60,883

ENTERPRISE OPERATIONS

The District finances sewer operations through user charges,
property tax receipts, and other miscellaneous income. All
charges are based upon an Equivalent Dwelling Unit (EDU)
and the cost of providing the sewer service is allocated to each
customer proportionate to the strength and flow of the wastewater generated in EDUs. An EDU
is intended to represent the wastewater generated by a single residential consumer. Based upon
previous strength and flow monitoring studies, one EDU is equivalent to 190 gallons of wastewater
daily with wastewater strength of less than 200 mg/1 B.O.D. and/or suspended solids. Service
Charge revenues are derived from flat rates charged for sewer service, based upon the EDU’s
assigned to each account.

B California Placer County

The top priority of the District is to provide a level of service that meets state and federal regulatory
requirements, and the demands and expectations of its customers. Customers of the District
expect cost-effective reliable sewer operations, with minimal sewage spills that have the capacity
to impact the environment. Furthermore, District customers have become accustomed to
excellent customer service and response at a low cost. The District currently has one of the lowest
monthly service charges for sewer service in the region.

In January 2018, the District's Lifeline Low-income Rate Assistance Program began. This program
offers a small monthly discount of $5.00 to those owner-
occupied residences that qualify for the PG&E CARE

-
& : Program. Funding for this program is generated
‘i" through the collection of late fees, charged to
customers with delinquent utility accounts.
T &
-y "'\_"K In 2017, the District developed a forward-thinking
ttj H&k - Strategic Plan. Strategic Plan 2018/2022 establishes

the blueprint for the District's current activities and
response to future activities and changing priorities.
The Strategic Plan confirms the District's Mission,

3 CA Department of Finance www.dof.ca.gov



Vision, and Core Values as a customer-driven
SPMUD MISSION utility dedicated to protecting the public health
by providing quality sanitary sewer collection
PRQTECT LRIEUEEUGIEUCRUCREIE SN sorvice while protecting and preserving our
environment. water environment and resources for future
2 H{OAVID]SRRC T -0l STy B (e i\l generations. The plan is used to guide the

sanitary sewer service. annual budget process and capture the Board’s
PREPARE for the future. goals and objectives to be achieved during the
planning period while meeting the District’s

SPMUD VISION mission to Protect, Provide, and Prepare. As of

NI L S e e el June 30, 2021, over 90% of the 2018/2022
and maintenance organization that [EESUEICCRgElINe[eLIEAVEICNelyyollSi e
preserves and prolongs the life of our

assets, resulting in sustainable, efficient, Careful stewardship of financial resources,
cost- effective customer services. along with a focus on long-term financial
planning, provides the District with a firm
SPMUD VALUES financial base. The District has shown its

e INTEGRITY: We will be trustworthy, financial abilities in capably responding to the
truthful, and honest. operational requirements of the sewer system

STEWARDSHIP: We will el while responsibly investing in infrastructure
accountable and committed to replacement. The Board of Directors’ policies
S RN L e R e el carefully coordinate reasonable rate increases
our environment. to meet the District’s mission.

SERVICE: We will be responsive,
reliable, and respectful; putting the

needs of the District and customers
first. The COVID-19 Pandemic continued to impact

QUALITY: We will be dedicated to the State and the operations and finances of the
' District in fiscal year 20/21.

COVID-19 IMPACTS

continuous improvement.

On March 4, 2020, the Governor of the State of
California declared a State of Emergency to exist in California due to the threat of Novel
Coronavirus 2019 (COVID-19). On March 12, 2020, the Governor issued Executive Order N-25-
20 in further response to the spread of COVID-19, mandating compliance with state and local
public health officials as it pertains to measures to control the spread of COVID-19. On April 2,
2020, the Board of Directors declared an emergency to exist in the District as a result of the threat
of COVID-19. In declaring the State of Emergency, the Board directed that the General Manager
may take all actions necessary, proper, and appropriate in his reasonable discretion to ensure
the continuous operation of the District, the safety of employees, and the safety of the public,
including, but not limited to, reasonable deviations from Ordinances, Resolutions, Policies, and
Procedures adopted by the Board of Directors. In December of 2020, in accordance with the Cal
OSHA emergency regulations adopted November 30, 2020, the District adopted a COVID-19
Prevention Plan (CPP). The plan was presented to the Board of Directors at the January Board
Meeting.

vi



To assist customers impacted by COVID-19, the District suspended the delinquent payment
penalty from April 1, 2020, to September 30, 2020. Additionally, the District worked to distribute
information on the Placer County Rental Assistance Program to impacted customers. The
program provided help to customers who needed assistance paying their rent or utility payments
as a result of the pandemic.

PUBLIC OUTREACH

The District conducts regular Board Meetings that are open to the public. Meetings have been
held virtually with instructions for computer and phone access provided to the public during the
pandemic. The Boardroom audio and visual equipment was updated in FY 20/21 to allow hybrid,
both remote and in-person, meetings of the South Placer Municipal Utility District Board of
Directors. Meetings are normally held on the first Thursday of the month. Dates can be found on
the District website. The District’'s website continues to be updated to be more informative, and
easier to use, and provides information about District activities. The website can be found at
www.spmud.ca.gov.

District staff provides presentations to civic groups, service organizations, and local schools. The
District also engages the public through newsletters, door hangars, and written notices. The
District publishes two newsletters per year that are transmitted as bill inserts typically in the fall
and spring. The primary focus of these newsletters is to inform customers of District activities and
achievements and to inform customers of their ability to prevent sanitary sewer overflows.

BUDGETARY CONTROLS

The Annual Budget is a blueprint of planned operating, public goods and debt service expenses,
capital expenditures, and multi-year projects for each fiscal year beginning on July 1st and ending
on June 30th. For each fiscal year, the South Placer Municipal Utility District adopts an annual
budget that provides the Board of Directors with the upcoming fiscal year revenues and expenses
for the Operating and Capital Funds. The Budget’s primary use is as a financial planning tool to
accomplish the District’s strategic goals and objectives.

The District’s primary funding goals are:

e Maintaining minimum Reserve Fund Balances.

¢ Providing adequate funding for Capital Investments.

e Fully funding all Operations, Maintenance, and
Regulatory Obligations.

¢ Fully funding the District’s obligations to CalPERS.

e Fully funding the District's annual required contribution for Other Post-Employment
Benefits (OPEB).

The annual budget conforms to all policies previously adopted by the Board of Directors. District
staff work with the Board of Directors’ Fee & Finance Committee to develop the annual budget.
Staff presents the budget at public workshops and meetings before adoption.

vii



LOOKING TO THE FUTURE

The top priority of the District is to provide a level of service that meets state and federal regulatory
requirements, and the demands and expectations of its customers. In May 2017, the District
Board of Directors adopted a 5-year Financial Plan and Cost of Services study which projected
expenses through the year 2022. The long-term goal of the 5-year Financial Plan is to develop a
utility system that is stable, requiring limited increases in the cost of services, minimizing those
increases that are required, and providing sufficient revenues to cover necessary operations and
maintenance programs, capital investment, and reserves to meet the utility’s stated needs.

Because the District’'s customers bear the ultimate cost of service, there exists a need to have a
financial plan that will permit the utility to meet its priorities at an affordable and stable cost for the
long term. To this end, the District operates under the State of California Municipal Utility District
Act and is set up as an enterprise fund to operate very much like a business. Sewer customers
are not subsidized by General Fund taxpayers of any local government and must be individually
self-sustaining.

Adoption of the 5-year financial plan and cost of service study in May of 2017, resulted in an
increase in wastewater rates for the first time in 5 years. The three consecutive annual rate
increases fully fund all operations, maintenance, and regulatory obligations as well as capital
improvements through the year 2022. The increases also provide funding of the District’s pension
and other post-employment benefit obligations as well as meet the debt indenture revenue
requirements mandated by the South Placer Wastewater Authority. One of the major components
affecting salary and benefits is the District’s objective of fully funding its obligations to CalPERS
and the District's annual required contribution (ARC) for Other Post-Employment Benefits
(OPEB). The District's CalPERS unfunded liability obligation is expected to continue to grow
through 2035. The District anticipates that total charges from SPWA will continue to rise and will
eventually constitute over half of the expenses incurred by the District annually.

The District’s 5-year financial plan and cost of service study includes a Capital Improvement Plan
through fiscal year 21/22 and contains District planned construction of Capital Replacement &
Rehabilitation Projects (R&R), Capital Improvement and Expansion Projects (CIP), and Operating
Fund Projects.

Capital Outlays are categorized into their respective fund centers. Those projects designated as
Capital Replacement & Rehabilitation (R&R) projects (Fund 400) will be funded by accumulated
depreciation. Projects designated as Capital Improvement Projects (CIP) and Expansion projects
(Fund 300) are funded through the accumulation of the Local Sewer Participation Fee. The
remainder of the District’s projects will be pay-as-you-go through the Operating Fund (Fund 100).
It is only those projects covered by the Operating Fund that are directly funded as pay-as-you-go
by customers through the monthly service charge.
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DISTRICT HONORS

In 2016 and 2019, the South Placer Municipal Utility
District was awarded the District Transparency
Certificate of Excellence by the Special District
Leadership Foundation for outstanding efforts to
promote transparency and good governance. In order to
receive the award, which is granted for 3 years, SPMUD
demonstrated the completion of eight essential
governance transparency requirements, including
conducting ethics training for all District Board members;

OUR COMMITMENT TO TRANSPARENCY

=51

=

=] SPECIAL DISTRICT

w LEADERSHIP FOUNDATION

DISTRICT
TRANSPARENCY

CERITFICAIE OfF
EXCELULENCE

properly conducting open and public meetings; and filing
financial transactions and compensation reports with the
State Controller in a timely manner.

RECIPIENT

sdif.org

The District also fulfilled 15 website requirements, 2019
including providing readily available information to the

public, such as board agendas, past minutes, current

budget, and the most recent financial audit.

More recently, the Government Finance Officers Association of the United States and Canada

(GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to the

South Placer Municipal Utility District for its

comprehensive annual financial report for the fiscal

cw E A year ended June 30, 2020. This was the second

year that the District has achieved this prestigious

award. In order to be awarded a Certificate of

Achievement, a government must publish an easily

readable and efficiently organized comprehensive

annual financial report. This report must satisfy both

generally accepted accounting principles and

applicable legal requirements. The Certificate of

Achievement is the highest form of recognition for

governmental accounting and financial reporting, and

its attainment represents a significant
accomplishment by the District.

COLLECTION

SYSTEM
OF THE
YEAR

2020

In April 2021, the District was selected as California
Water Environment Association’'s (CWEA's) 2020
Collection Systems of the Year, Medium-Sized
System. The Collection System of the Year award is
given in recognition of outstanding maintenance
programs, regulatory compliance, and safety and
training procedures.




ANNUAL FINANCIAL REPORT CONTRIBUTING STAFF

Herb Niederberger = General Manager

Emilie Costan Administrative Services Manager and Board Secretary
Eric Nielsen Superintendent

Carie Huff District Engineer

Sincerely,
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Herb Niederberger
General Manager



DISTRICT BOARD OF DIRECTORS

Gerald Mitchell

WARD 1: Southwest central area of the City of Rocklin lying north of
Interstate 80, including the Woodside, Five Star/Fairway Heights, south
Stanford Ranch, and Sunset neighborhoods, as well as the west parts
of old Rocklin.

William Dickinson

WARD 2: Northwest part of the City of Rocklin lying on the east side
of Highway 65 in the Sunset West and north-central Stanford Ranch
neighborhoods.

John Murdock

WARD 3: Southeast Rocklin lying south of Interstate 80 in the vicinity
of Sierra Community College. Also includes south Loomis and a stretch
of land extending into Granite Bay in the Joe Rogers Road area.

James Durfee

WARD 4: Community of Penryn, the Town of Loomis lying north of
King Road, extending west into the north part of the City of Rocklin in
the Whitney Ranch and north Whitney Oaks neighborhoods.

James Williams

WARD 5: West and central part of the Town of Loomis lying between
Interstate 80 and King Road, extending west into the City of Rocklin into
the east Stanford Ranch and south Whitney Oaks neighborhoods, as
well as the east part of old Rocklin.
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ORGANIZATION

The District is organized into three departments: Field Services, Technical Services, and
Administrative Services. In general, all operation and maintenance functions are performed by
Field Services staff; all engineering, development improvements, construction activity, and
inspections are overseen by Technical Services staff; and, all office, billing, accounting, customer
service, financial, and administrative functions are performed by Administrative Service staff.
District Audit and Legal Services are performed under contract. Employees and Management
salaries are governed by a Memorandum of Understanding (MOU) between each of the two
employee groups and the Board of Directors.

Figure 2 — DISTRICT ORGANIZATIONAL CHART
SOUTH PLACER MUNICIPAL UTILITY DISTRICT

EFFECTIVE: JULY 1, 2021

BOARD OF DIRECTORS 5 ELECTED
i [ i
AUDITOR [ GENERAL MANAGER | [ DISTRICT COUNSEL |
TECHNICAL SERVICES | r7 FIELD MAINTENANCE 17ET ADMINISTRATIVE SERVICES _ |4r7
DEPARTMENT SERVICES DEPARTMENT __|2¢7 DEPARTMENT

| DISTRICT ENGINEER | | SUPERINTENDENT | | ADMIN SERVICES MANAGER |

| | ADMINISTRATIVE SERVICE ASSISTANT I1I

ENGINEERING TECH 11 [ teapDmNspEcTOR | [FIELD SUPERVISOR] FIELD SUPERVISOR ADMINISTRATIVE SERVICE ASSISTANT Il

ENGINEERING TECH II | ADMINISTRATIVE SERVICE ASSISTANT [

REGULATORY COMPLIANCE TECH |

INSPECTOR [ [
INSPECTOR I
LEAD WORKER [
4 MAINTENANCE WORKER VIl or
MW/INSPECTOR

34 TOTAL POSITIONS: 5 ELECTED, 4 MANAGEMENT, 2 SUPERVISORS, 22 FULL-TIME, & 2 PART-TIME
(Part-time Temporary Laborer position fills in on Field Maintenance crews as need and is not shown on the org chart)

LEAD WORKER | | LEAD WORKER ]

LEAD W ORKER*

HYDRO CREW
2 MAINTENANCE WORKER I/II or
MW/INSPECTOR

CONSTRUCTION CREW

LATERAL CREW
2MAINTENANCE WORKER V1T or
MW/INSPECTOR

2 MAINTENANCE W ORKER I/Il or
MW/INSPECTOR

* Leadworker performs the Facilities duties
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SOUTH PLACER MUNICIPAL UTILITY DISTRICT
STRATEGIC GOALS

Customer Service

Provide an efficient and effective level of sewer service that meets customer and stakeholder
expectations.

Sustainability

By taking advantage of opportunities to invest in energy efficiency, renewable energy, water and
wastewater management, and other sustainable practices to improve the Districts fiscal health and
economic prosperity of the residents and businesses that are served by the District.

Infrastructure Management and Capital Improvement

Provide professional, technical, construction, and engineering services that ensure the best
possible facilities for the District now and in the future.

Sewer System Maintenance and Watershed Management

Maintain and improve the District’s infrastructure in a cost-effective manner to ensure delivery of
reliable, high-quality service now and in the future. Meet or surpass water quality, environmental,
regulatory, and public health standards, while maintaining the public trust.

Financial Stability

Manage the District’s finances to support district needs and maintain reasonable wastewater rates.

Workforce Planning and Employee Development

Provide a collaborative team-oriented workforce that is fully trained, fairly compensated, and
accountable with clearly defined career paths for the evolving work environment.

Operational Optimization

Improve functions that support the District's administrative, financial, technical, and field activities
and provide the best service to the customer.

Xii
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MANN o URRUTIA o NELSON CPAs & ASSOCIATES, LLP
GLENDALE ® ROSEVILLE ® SACRAMENTO ® SOUTH LAKE TAHOE ® KAUAI, HAWAII

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
South Placer Municipal Utility District
Rocklin, California

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and each major fund of South
Placer Municipal Utility District as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the business-type activities and each major fund of South Placer Municipal Utility District as of June 30, 2021, and
the respective changes in financial position and cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

SACRAMENTO OFFICE ® 1760 CREEKSIDE OAKS WAY, SUITE 160 ® SACRAMENTO, CA 95833 ® 0. 916.929.0540 ® F. 916.929.0541

WWW.MUNCPAS.COM



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, schedules related to the District’'s net pension liability, and the schedules related to the District's net
OPEB liability as listed in the table of contents be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, 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 information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
the District's basic financial statements. The introductory section, statistical section and schedule of operating
expenses is presented for purposes of additional analysis and is not a required part of the basic financial statements.
The schedule of operating expenses 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. Such 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 operating expenses is fairly stated in all material respects in relation to the basic financial
statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 13, 2021, on
our consideration of the South Placer Municipal Utility 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 South Placer Municipal Utility District's internal control over financial reporting
and compliance.

1 2 YU s

Sacramento, California
December 13, 2021



MANAGEMENT DISCUSSION AND ANALYSIS
For the Fiscal Year Ending June 30, 2021 (FY 20/21)

The purpose of this Management’s Discussion and Analysis (MDA) is to provide a fact-based
summary of the financial status of the South Placer Municipal Utility District (the District or
SPMUD) from a management’s perspective. This report provides information on the District's
financial performance for the fiscal year beginning on July 1, 2020 and ending June 30, 2021 (FY
20/21) and should be reviewed in conjunction with the audited financial statements, which follow
this MDA.

FINANCIAL HIGHLIGHTS

In May 2017, the District Board of Directors approved a 5-year financial plan and cost of service
study which resulted in an increase in wastewater rates for the first time in five years. The long-
term goal of the 5-year Financial Plan is to develop a utility system that is stable, requiring limited
increases in the cost of services, minimizing those increases that are required, and providing
sufficient revenues to cover necessary operations and maintenance programs, as well as capital
investment and reserves to meet the utility’s stated needs.

In addition to these general needs, the District determined five specific funding goals to be
accomplished during the 5-year Financial Plan. These include:

1. Fully funding the District’s obligations to CalPERS.

2. Fully funding the District's Annual Required Contribution (ARC) for Other Post-
Employment Benefits (OPEB).

3. Maintaining minimum reserve fund balances.

4. Meeting the Debt Coverage Ratio mandated by the South Placer Wastewater Authority
(SPWA) debt indenture.

5. Providing adequate funding for Capital Investments.

Table 1 compares major District growth metrics for the last two fiscal years. The District added
514 new customer accounts in FY 20/21. Revenues from Sewer Service Charges increased by
1.4% due to the addition of customer accounts and corresponding increases to Equivalent
Dwelling Units.

The District’s growth remained steady over the reporting period but was lower than the projections
contained in the 5-year Financial Plan due to a slowdown in the overall economy as a result of
the COVID-19 pandemic. The District has continued to invest in infrastructure as well as maintain
a relatively stable amount of investment in rehabilitation and replacement of aging facilities.



SOUTH PLACER MUNICIPAL UTILITY DISTRICT
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TABLE 1 — ANNUAL DISTRICT GROWTH

Item Unit FY 20/21 FY 19/20 % Change
Senice Charges Dollars $15,605,794  $15,383,211 1.4%
Customer Accounts Each 24,402 23,888 2.2%
Equal Dwelling Units EDU 35,322 34,859 1.3%
Senice Fee per EDU Monthly $36 $36 0.0%
Annual Flow to WWTP Million Gallons 1,632 1,642 -0.6%
Sewer Mains Miles 287 285 0.7%
Lower Senice Laterals Miles 117 111 5.4%
Manhole/Flushing Branch ~ Each 6,791 6,706 1.3%
Lift Stations Each 15 13 15.4%
Force Mains Miles 7 7 0.0%

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The District’s basic financial statements are the Statement of Net Position, the Statement of
Revenues, Expenses, and Changes in Net Position, and the Statement of Cash Flows. An
important part of the basic financial statements is the accompanying notes, which provide the
users with additional information required by generally accepted accounting principles (GAAP).
The Management Discussion and Analysis is required supplementary information to the basic
financial statements.

The Statement of Net Position includes the District’'s assets, deferred outflows of resources,
liabilities, and deferred inflows of resources. The difference between the assets and deferred
outflows and the liabilities and deferred inflows is reported as net position. The Statement of
Revenues, Expenses, and Changes in Net Position accounts for revenue, expenses, and capital
contributions and calculates the change in net position. Over time, increases or decreases in net
position serve as a key indicator of the District’s financial position. The Statement of Cash Flows
provides a detail of the changes in cash and cash equivalents during the year. By contrast, the
Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position
are prepared on an accrual basis, meaning revenues are recorded when earned and expenses
are recorded when incurred regardless of the timing of cash receipts and payments.



SOUTH PLACER MUNICIPAL UTILITY DISTRICT
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FINANCIAL ANALYSIS OF THE DISTRICT

Net Position

The Condensed Statement of Net Position as shown below in Table 2 shows the District is

investing in capital assets and has no long-term debt*.

TABLE 2 — STATEMENT OF NET POSITION

ASSETS FY 20/21 FY 19/20 $Difference % Change
Current and Other Assets $ 69,360,740 $ 67,364,489 $ 1,996,251 3%
Capital Assets 108,364,977 98,277,454 $ 10,087,523 10%

Total Assets 177,725,717 165,641,943 12,083,774 7%

Deferred Outflow of Resources 1,855,883 2,009,333 (153,450) -8%

LIABILITIES
Current Liabilities 1,198,931 1,202,896 (3,965) 0%
Long Term Liabilities 6,874,124 6,423,191 450,933 7%

Total Liabilities 8,073,055 7,626,087 446,968 6%

Deferred Inflow of Resources 813,401 1,243,473 (430,072) -35%

Net Position
Net Investment in Captial Assets 104,924,074 98,277,454 6,646,620 7%
Unrestricted 62,330,167 60,504,262 1,825,905 3%
Restricted 3,440,903 - 3,440,903 100%

Total Net Position 170,695,144 158,781,716 11,913,428 8%

Total Liabilties, Deferred Inflows of Resources,

and Net Position $ 179,581,600 $ 167,651,276 $ 11,930,324 7%

When comparing FY 20/21 to FY 19/20, Total Assets and Deferred Outflows increased by $11.93
Million. Total Liabilities increased by $0.45 Million while Deferred Inflows decreased by $0.43
Million. This resulted in an overall increase of $11.91 Million in Net Position.

Key components in the increase are as follows:

e Current and Other Assets reflect a net increase of $1.99 Million, which is the net effect of
an increase in EDU’s from development-related activities and decreased operations and

maintenance expenses.

e Capital assets increased by $10.08 Million in FY 20/21. A total of $3.77 Million in capital
projects were completed for needed upgrades, replacements, and installation of new
District facilities and equipment as well as $5.14 Million in sewer asset contributions from
new development. This was offset by the annual depreciation transfer (based on the prior
year depreciation expense) in the amount of $1.89 Million.

4 For more information see the section titled Debt Administration.
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e Deferred outflows decreased by $0.15 Million (-8%) reflecting the differences between the
actuarial assumptions and actual results along with the net differences between projected
and actual earnings on investments in the Retirement Plan offset by the change in
assumptions in the OPEB Plan.

e Current liabilities from accounts payable and accrued payroll, benefits, and leave time
decreased very slightly by $3,965 while long-term liabilities from net pension and OPEB
liability increased by $0.45 Million in FY 20/21.

e The decrease in deferred inflows of $0.43 Million also reflects changes in actuarial
assumptions for pension and OPEB in FY 20/21.

Net Position Related to Pensions

Since 2015, the District has been required to implement GASB 68, Accounting and Financial
Reporting for Pensions. Under the new GASB standards, each participating cost-sharing
employer is required to report its actuarially determined proportionate share of the collective net
pension liability, pension expense, and deferred outflows/deferred inflows of resources in their
financial statements determined in conformity with GASB 68. Prior to GASB 68, the District was
only required to report the actual payments submitted to the pension plan as an expense and no
liability or deferred inflows/deferred outflows.

An Actuarial Valuation report required by GASB 68, Cost Sharing Multiple Employer Pension Plan
was completed by the District’s Actuary, MacLeod Watts. The District’'s Total Pension Liability
increased from $20,187,251 (reported June 30, 2020, measured June 30, 2019) to $21,372,526
(reported June 30, 2021, measured June 30, 2020). Over the same time period, the Fiduciary
Net Position increased from $15,124,624 to $15,885,901, yielding a fiscal year 2021 Net Pension
liability of $5,486,625. Overall, the pension expense for fiscal year 2021 increased by $423,998
from the prior year.

The District contributed $3 Million to The California Employers' Pension Prefunding Trust
(CEPPT) in fiscal year 20/21 to help fund rising pension expenses. The CEPPT Fund is a Section
115 trust fund dedicated to prefunding employer contributions to defined benefit pension systems
for eligible California public agencies. Section 115 trusts allow public agencies to set aside extra
resources for pension funds at reduced investment risk. Section 115 trusts also can be used to
help smooth volatility from year-to-year fluctuations in annual required contributions (ARCs).

By joining the CEPPT fund, California public agencies can help finance pension contributions in
part from investment earnings provided by CalPERS. The District is invested in Strategy 1 with
an expected long-term return on trust assets of 5.0% per year. While these funds are not shown
in the GASB 68 report, they are reflected as restricted funds in the Statement of Net Position.
The net pension liability for the year ended June 30, 2021, is summarized below in Tables 3 and
4. For more information on the District’'s pension plan, see Note 5 to the Financial Statements.
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TABLE 3 — SUMMARY OF PENSION LIABILITY

For the Fiscal Year
Ending June 30,

2021
Total Pension Liability $ 21,372,526
Fiduciary Net Position 15,885,901
Net Pension Liability (Asset) 5,486,625
Deferred (Outflows) of Resources (1,096,531)
Deferred Inflows of Resources 222,864
Impact on Statement of Net Position 4,612,958
Pension Expense FYE 2021 $ 985,376

TABLE 4 — NET POSITIONS RELATED TO PENSIONS

For Reporting Period at Fiscal Year End 6/30/2021 6/30/2020 Change ($)

Total Pension Liability $ 21,372,526 $ 20,187,251 $ 1,185,275
Fiduciary Net Position 15,885,901 15,124,624 761,277
Net Pension Liability (Asset) $ 5,486,625 $ 5,062,627 $ 423,998

Deferred (Outflows) Inflows Due to:

Assumption Changes $ 39,133 (155,831) 194,964
Plan Experience $ (282,743) (324,376) 41,633
Investment Experience $ (162,989) 88,510 (251,499)
Changes in Proportions $ (17,653) (7,375) (10,278)
Differer.wes between actual .con.tributions and $ 179,550 165,348 14,202
proportionate share of contributions

Deferred Contributions $ (628,962) (573,347) (55,615)
Net Deferred (Outflows) Inflows $ (873,667) (807,071) (66,596)

Impact on Statement of Net Position $ 4,612,959 $ 4,255,556 $ 357,403

Net Position related to OPEB

An Actuarial Valuation report required by GASB 75, Accounting and Financial Reporting for Post-
employment Benefits other than Pensions (Other Post Employment Benefit Programs or OPEB)
was completed by the District's Actuary, MacLeod Watts. The District's Total OPEB Liability
increased from $6,318,763 (measured June 30, 2019) to $6,642,904 (measured June 30, 2020).
Over the same time period, the Fiduciary Net Position increased from $4,958,199 to $5,255,405,
yielding a fiscal year 2021 Net OPEB liability of $1,387,499. Overall, the OPEB expense for fiscal
year 2021 increased by $26,935 from the prior year. The District has participated in a CalPERS
OPEB trust, (CERBT) since 2008 to fund the total OPEB liability (including implicit subsidy). The
District is invested in Strategy 2 with an expected long-term return of trust assets of 7.01% per
year. The GASB 75 Statement reflects this direction. The net OPEB liability reported in the
Statement of Net Position for the year ended June 30, 2021, is summarized below in Tables 5
and 6. For more information on the District's OPEB, see Note 7 to the Financial Statements.




SOUTH PLACER MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED

TABLE 5 - SUMMARY OF OPEB LIABILITY

For the Fiscal

Year Ending

June 30, 2021
Total OPEB Liability $ 6,642,904
Fiduciary Net Position 5,255,405
Net OPEB Liability (Asset) 1,387,499
Deferred (Outflows) of Resources (759,352)
Deferred Inflows of Net Position 590,537
Impact on Statement of Net Position $ 1,218,684
OPEB Expense FYE 2021 $ 104,627

TABLE 6 — NET POSITION RELATED TO OPEB

For Reporting Period at Fiscal Year End 6/30/2021 6/30/2020 Change ($)
Total OPEB Liability $ 6642904 $ 6,318,763 $ 324,141
Fiduciary Net Position 5,255,405 4,958,199 297,206
Net OPEB Liability (Asset) $ 1,387,499 $ 1,360,564 $ 26,935
Deferred Resource (Outflows) Inflows Due to:
Assumption Changes (348,255) (481,943) 133,688
Plan Experience 572,637 771,124 (198,487)
Investment Experience 17,900 95,973 (78,073)
Deffered Contributions (411,097) (343,943) (67,154)
Net Deferred (Outflows) Inflows (168,815)  $ 41,211 $ (210,026)
Impact on Statement of Net Position $ 1,218,684 $ 1,401,775 $ (183,091)




SOUTH PLACER MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED

REVENUES AND EXPENSES

As shown in Table 7, the total net position at year-end increased from $158,781,716 to
$170,695,144 ($11,913,428 or 7%). The increase in net position was primarily due to a recovery
in the demand for plan review services, inspections, and connection of residential development
previously delayed by the outbreak of COVID-19. Revenue from connection charges was $2.93
Million up $1.52 Million or 107% from the prior year. Permit fee and inspection revenue were
correspondingly up 116% from the prior year. Collection and treatment and other operating
expenses excluding depreciation were all slightly down from FY 19/20. This resulted in an
operating income of $4.96 Million, an increase of 115% over the prior year when there was a
sharp decline. Record low interest rates coupled with investment market volatility due to COVID-
19 continued to reduce investment income to historic lows (reported as interest income).
Developer-in-Kind capital contributions which are accepted after project completion, and therefore
lag behind connection fee revenue, decreased from $9.85 Million to $5.14 Million.

TABLE 7 — STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

FY 20/21 FY 19/20 $Difference % Change
Operating Revenues
Sewer Charges $ 15,605,794 $ 15,383,211 $ 222,583 1%
Connection Charges 2,933,779 1,415,952 $ 1,517,827 107%
Permits, Fees & Inspections 546,273 253,247 $ 293,026 116%
Total Operating Revenues  $ 19,085,846 $ 17,052,410 $ 2,033,436 12%
Operating Expenses
Collection & Treatment $ 8,113,323 $ 8,326,375 $ (213,052) -3%
Administrative & General 2,020,046 2,126,601 $ (106,555) -5%
Technical Services 1,924,508 2,399,482 $ (474974) -20%
Depreciation 2,065,934 1,889,287 $ 176,647 9%
Total Operating Expenses $ 14,123,811 $ 14,741,745 $ (617,934) -4%
Operating Income (Loss) $ 4,962,035 $ 2,310,665 $ 2,651,370 115%
Non-Operating Revenues (Expenses)
Tax Revenue $ 1,173,961 $ 1,083,897 $ 90,064 8%
Gain (Loss) on Sale of Asset (36,147) - $ (36,147)
InterestIncome 670,185 1,602,378 $ (932,193) -58%
Interest Expense - - $ -
Total Non-Operating Revenues  $ 1,807,999 $ 2,686,275 $ (878,276) -33%
Transfers & Capital Contributions
Capital Contributions $ 5,143,394 $ 9,854,903 $ (4,711,509) -48%
Transfers In 3,288,071 5,968,828 $ (2,680,757)
Transfers Out (3,288,071) (5,968,828) $ 2,680,757 -45%
Total Transfers & Capital Contributions  $ 5,143,394 $ 9,854,903 $ (4,711,509) -48%
Change in Net Position $ 11,913,428 $ 14,851,843 $ (2,938,415) -20%
Net Position, Beginning of Year $ 158,781,716 $ 143,929,873 $14,851,843 10%
Net Position, End of Year $ 170,695,144 $ 158,781,716 $11,913,428 8%
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REVENUES

Operating Fund Revenues derived from customer service charges were up 1% from the prior year
as a result of unchanged monthly service changes and modest customer growth. Operating fund
revenue derived from permits, plan check fees, and inspections increased by 116% due to a
restart of delayed development activity as a result of the COVID-19 outbreak. Local home resales
drove an increase in revenue from the Districts’ portion of the local property taxes by 8%. Record
low interest rates coupled with investment market volatility due to COVID-19 reduced investment
income (reported as interest income). Total Operating Fund Revenue used to fund ongoing
operations, maintenance, and administrative functions of the District increased $0.29 Million from
the previous year.

On March 4, 2021, the Board of Directors adopted Policy 3170 to assess a credit card transaction
fee of 2.5%. The charge does not apply to the monthly service charge. The credit card transaction
fee was adopted in response to an increase in the regional and local participation fee and other
large development fees being paid via credit card resulting in high transaction fees incurred by
the District.

Statewide Community Infrastructure Program (SCIP)

The District participates in the Statewide Community Infrastructure Program (SCIP), a financing
program that enables developers to pay certain impact fees and finance public improvements
through an acquisition agreement that qualifies under the 1913/1915 Act via tax-exempt bond
issuance proceeds. The District works with developers to finance their sewer participation fees
through the SCIP Program. The District does not collect connection fees from the developer but
instead requests disbursements of the participation fees owed to the District through the SCIP
program. SCIP program funds are required to be used exclusively to fund Capital Improvement
Projects. Disbursements from the SCIP program can be collected by the District at any time after
the agreement is entered into and are not dependent upon the number of actual connections
made to the District’s system.

In fiscal year 20/21 the District was actively participating in three SCIP agreements:
e Granite Terrace entered into December 20, 2018, with a balance of $160,843.
e Oak Vista entered into May 16, 2019, with a balance of $231,457.
e The Villages at Civic Center entered into September 26, 2019, with a balance of $234,947.

Thirty-five (35) EDUs were connected to the District's sewer system using the SCIP Program in
FY 20/21 with sewer participation fees of $141,452. The District requested full disbursements on
the three active SCIP accounts for a total of $627,247. The SCIP revenue was used to offset the
cost of the Foothill Trunk Sewer Replacement Project.

Table 8 reflects the Statement of Revenues from the Financial Statements. Interest Income for

District investments is included within the balance of each investment instrument as noted under
Note 2 of the Financial Statements.
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Total SPMUD revenue reported for FY 20/21 showed an increase of $1.16 Million (6%) from the
previous year, due primarily to an increase in Plan Review, Inspection, Permit, and Sewer
Participation Fees. The loan repayment for Newcastle Sanitary District (NSD) Project-Related
Service Charges (PRSC) is included in Sewer Service Charges and reported as $202,047 for FY
20/21.

TABLE 8 - REVENUES
%

Operating Fund FY 20/21 FY 19/20 $Difference Change
Sewer senice charges revenues $ 1545435 $ 15,230,344 $ 224,012 1%
Late fees 102,066 105,579 (3,513) -3%
Low income (LIL) rate assistance 49,372 47,288 2,083 4%
Permits, plan check fees & inspections 458,220 224,844 233,376 104%
Property taxes 1,173,961 1,083,897 90,064 8%
Miscellaneous revenue 88,053 28,403 59,650 210%
Interest income 46,631 320,408 (273,777) -587%
Gain/loss of sale of fixed asset disposal (36,147) - (36,147)
Operating Fund Less CEPPT Interest Earnings $ 17,336,512 $ 17,040,763 $ 295,749 2%
Interest income from CEPPT (Restricted) $ 440,903 % - $ -
Total Operating Fund $ 17,777,415 $ 17,040,763 $ 736,652 4%
Capital Improvement Program Fund
Sewer participation fees $ 2,933,779 $ 1,415,952 $ 1,517,828 107%
Interest income 91,326 641,155 (549,829) -86%
Total CIP Fund $ 3,025,105 $ 2,057,107 $ 967,999 47%
Capital Replacement Fund
Interest income $ 91,325 § 640,815 $ (549,490) -86%
Total Capital Replacement Fund $ 91,325 $ 640,815 $ (549,490) -86%
Total Revenue $ 20,893,845 $ 19,738,685 $ 1,155,161 6%

11
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INVESTMENTS

The District has a sizable investment portfolio that is guided by Policies 3120 Investment of District
Funds and 3130 District Reserve Policy. In January of 2021, the District adopted Resolution 21-
01, updating the District’s Investment of District Funds Strategy. One of the ways the District
managed its exposure to interest rate risk was by purchasing a combination of short and long-
term investments and timing cash flows from maturities so that a portion of the portfolio is maturing
or coming close to maturity evenly over time as necessary to provide the cash flow and liquidity
needed for District operations. Now, as Fixed Income Securities being held in the Long-Term
Portfolio mature, rather than reinvesting into other Fixed Income Securities, the proceeds are
distributed evenly among the Cal Trust Medium Term Holdings, the Local Agency Investing Fund,
and the Placer County Treasury. During the year investments experienced both gains and losses,
the following table shows the balance of investments over the past two years.

The overall balance of investments has increased by $5,762,810 (9.1%) from the previous year.
Table 9 indicates the balance of investment funds as of June 30, 2021, and 2020.

TABLE 9 — INVESTMENTS

Investment Balance 06/30/21 Balance 06/30/20
Wells Fargo Fixed Income Securities &
Money Market Mutual Funds $ 2,348,458 $ 14,315,195
Local Agency Investment Fund (LAIF) 15,898,496 10,830,926
Caltrust Investments 23,882,581 21,811,933
Placer County Treasury Investments 16,946,764 11,893,986
$ 59,076,299 $ 58,852,040
.Unr.estlrlcted deposits in financial $ 6,300,850 $ 4,203,203
institutions
$ 65,377,149 $ 63,055,243
CalPERS CEPPT - Restricted $ 3,440,903 $ -
TOTAL $ 68,818,052 $ 63,055,243

12
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EXPENSES

Total Operating Fund Expenses decreased $47,112 (0.3%) from $13.63 Million to $13.58 Million.
This decrease reflects lower Regional Wastewater Treatment Plant Operations and Maintenance
and Rehabilitation and Replacement Expenses as well as a continued moratorium on travel
expenses and delays on scheduling services and receiving supplies as a result of COVID-19.
Table 10 and Chart 1 show the District’'s Operating Fund expenditures. Operating Fund Revenues
of $17.78 Million exceeded Operating Fund Expenses of $13.58 Million.

SPMUD has 36 approved personnel positions that include 5 elected, 2 contracted, 4
management, 2 supervisors, 1 part-time, and 22 full-time staff positions; there are currently 27
full-time employees. The current Memorandum of Understandings (MOU’s) for employees and
managers were negotiated in FY 19/20, and cover the following fiscal years 20/21, 21/22, and
22/23, Cost of Living increases are tied to the Consumer Cost Index.

CHART 1 — OPERATING FUND EXPENSES FY 20/21

Depreciation Expense,
2,065,934, 15%

Salaries & Benefits,
4,789,242 ,35%

SPWA O&M + R&R
Expenses, 5,601,169, 41%

Local SPMUD Operating
Fund Expenses, 1,308,471,
9%

m Salaries & Benefits m Local SPMUD Operating Fund Expenses

= SPWA O&M + R&R Expenses m Depreciation Expense
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TABLE 10 — OPERATING FUND EXPENDITURES

Salaries/Wages

FICA - Social Security
CalPERS Retirement & UAL
GASB 68 UAL Adjustment
Retirement 457 & 401a
Insurance Benefits

PERS OPEB

GASB 75 OPEB Adjustment
Sub Total Salaries & Benefits

Asphalt Paving

Building & Grounds Maintenance

Discount - LIL Rate Assistance

Gas & Oil Expenses

General Operating Supplies & Maintenance
Legal Services

Lift Station & Flow Recorder Programs
Other Operating Expenses

Professional Development

Professional Services

Property & Liability Insurance

Regulatory Compliance/Government Fees
Repair/Maintenance Agreements

Root Control Program

Safety Gear/Uniforms

Utilities

Utility Billing/Banking Expense/Printing
Vehicle Repair and Maintenance

Sub Total Local SPMUD Operating Fund Expenses

RWWTP Maintenance & Operations
RWWTP Rehab & Replacement
Sub Total SPWA O&M + R&R Expenses

Total Operations Expense before Depreciation

Depreciation expense
Total Operating Fund Expenses
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FISCAL YR FISCAL YR
20/21 19/20
$ 2,701,984 $ 2,724,830
179,702 202,806
627,975 585,325
357,402 498,012
112,343 86,803
705,209 651,560
287,718 233,288
(183,091) (111,880)
$ 4,789,242 $ 4,870,744
$ -8 12,832
37,954 32,548
7,965 7,627
42,472 40,110
108,445 156,299
64,964 56,309
62,281 63,934
(406) 12,919
20,770 37,515
80,243 95,461
215,827 159,130
46,960 54,117
108,609 76,913
54,501 33,687
19,281 25,193
156,342 132,770
235471 192,576
46,792 73,026
$ 1,308,471 $ 1,262,966
$ 5025013 $ 5,205,004
576,156 790,725
$ 5601,169 $ 5,995,729
$ 11,698,882 $ 12,129,439
2,065,934 1,889,287
$ 13,764,816 $ 14,018,726
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CAPITAL EXPENDITURES

Capital Outlays are categorized into their respective fund centers. For example, those projects
designated as Capital Replacement & Rehabilitation projects are funded by accumulated
depreciation; those projects designated as Capital Improvement Projects (CIP) and Expansion
Projects are funded through the accumulation of the Sewer Participation Fee; the remainder of
the District’s projects are pay-as-you-go through the Operating Fund.

In May of 2021, the District revised Board Policies 3130 and 3251 modifying the depreciation
transfer from 100% of the annual depreciation expense to 115% of the annual depreciation
expense. The depreciation expense transfer occurs annually and is accumulated in the Capital
Replacement Fund.

The District expended $3.77 Million in Capital Outlay during FY 20/21. The majority of the funds
expended were for the Foothill Trunk Sewer Replacement Project and the installation of Cured in
Place Pipe. Material and construction delays impacted capital expenditures on several projects.

In fiscal year 20/21, the District received $5.14 Million in sewer asset contributions from new
development. This included approximately 2 miles of gravity sewer pipe and 60 manholes/flushing
branches. Summaries of the District's FY 20/21 Capital Projects are included in Chart 2, and
Tables 10 and 11.

CHART 2 — CAPITAL FUND EXPENDITURES FY 20/21

®  Qperating Fund
Capital, $293,219,
8%

= Capital Replacement
& Rehabilitation,
$1,389,357, 37%

= CIP & Expansion,
$2,087,054, 55%
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TABLE 11 — 5 YEAR CAPITAL INVESTMENT SUMMARY

FY20/21 FY 19/20 FY18/19 FY17/18 FY 16117

Total Operating Fund Capital
Improvements $ 293219 $ 118277 $ 162,301 $ 449979 3 87,290
Total CIP & Expansion $2,087,0564 $ 500,346 2,816,017 6,719,140 774,492
Total Replacement & Rehabilitation _$ 1,389,357 $§ 918,263 714,504 1,940,496 404,441
Total Capital Investment $3,769,630 $1,536,886 $ 3,692,822 $ 9,109,615 $ 1,266,223
TABLE 12 — DETAIL OF CAPITAL EXPENDITURES FY 20/21

FUND 100 FUND 300 FUND 400

Capital

Operating Fund

Replacement &

Capital Improvements Capital CIP & Expansion Rehabilitation
CY Master Plan Capital Improvements $ 143,942 $ - $ -
Newcastle Master Plan Improvements 123,902 - -
Lateral Camera 13,860 - -
Archiving/Disaster Plan 5,140 - -
Computers/Office Furniture 4,481 - -
Easement/Access Road Repl/Upgrades 1,284 - -
Software/Data Acquisition 610 - -
Foothill Trunk Project - Construction - 1,772,748 738,630
Rocklin 60 Ph Ill Reimbursement - 314,306 -
Cured in Place Pipe - - 481,432
Vehicle Purchases CCTV/Insp Vehicles - - 98,490
Participation in Regional Projects - - 24,360
Equipment Upgrades/Replacement - - 23,114
CCTV Software & Equipment - - 13,076
Board Room Audio/Visual Upgrades - - 8,945
Corp Yard Fence - - 1,310
Total Capital Improvements $ 293,219 $ 2,087,054 $ 1,389,357

For additional information on Capital Assets, see Note 3 in the Notes to the Financial Statements.

DEBT ADMINISTRATION

The District does not currently have any debt in the sense of conventional loans or bond financing
of District Improvements. The District, the City of Roseville, and Placer County are participants in
the South Placer Wastewater Authority (SPWA) with the intended purpose of financing the
construction of the Pleasant Grove Wastewater Treatment Plant through bonds, low-interest
loans, or other types of debt. As such, the district is subject to the SPWA Funding Agreement and
debt indenture.
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SOUTH PLACER MUNICIPAL UTILITY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
In accordance with the SPWA debt indenture, SPMUD has covenanted to prescribe and collect
rates and charges sufficient to yield net revenues at least equivalent to 110% of its share of the
debt service; however, the Funding Agreement established a Rate Stabilization Account to be
used for the payment of debt service on the Bonds and other costs of the Authority. Monthly
contributions of regional connection fees are deposited into the Rate Stabilization Account, and
SPWA pays the debt service and other costs from the account on behalf of each member of
SPWA, based on each member’s proportionate share. Per the Report to South Placer Wastewater
Authority Board of Directors dated June 9, 2020, Rate Stabilization Fund Balances as of April 30,
2020, the District maintained a balance of $57,855,028 in the Rate Stabilization Account on
deposit with the Authority. Per the same report, the annual SPWA Debt assigned to the District
was $2,191,864. Without any changes, the District currently has approximately 26 years’ worth of
debt service on account with SPWA.

SPWA is proposing $80 Million in Capital Improvements and Treatment Upgrades at the Pleasant
Grove Wastewater Treatment Plant to prepare for regional growth, incorporate energy-related
improvements, and to maximize solids digestion. SPWA is proposing to finance this construction
through a blend of bond financing, State Revolving Fund loans, and cash payments.

Newcastle Sanitary District Loan Repayment

On August 25, 2010, the South Placer Municipal Utility District adopted Resolution 10-09, creating
the Newcastle Special Benefit Area (NSBA), and levying a Sewer Benefit Area Project-Related
Service Charge. The Newcastle Sanitary District (NSD) made a determination that it was in the
best interest of the ratepayers of NSD and the general public in serving the sanitary sewer needs
of the Newcastle area, providing superior sewer service and treatment, and maintaining
compliance with applicable water quality control regulations, to decommission its wastewater
treatment ponds and make improvements to its wastewater system so its service area could
receive wastewater service through SPMUD.

The District agreed to provide financing to NSD in an amount not to exceed $6 Million for the
purpose of constructing improvements and carrying out certain projects to enable NSD to connect
to the SPMUD collection system. The financing and construction of these improvements were
determined by the SPMUD Board of Directors to be a condition of SPMUD’s annexation of NSD
and would have to be completed prior to NSD’s dissolution. The project work included:

1) Decommissioning and/or removing from service the existing NSD wastewater treatment
pond(s), spray field(s), and other facilities.

2) Construction of new wastewater pump station(s), force main(s), manholes, gravity pipes,
access roads, and connections to existing facilities.

3) Rehabilitation of the NSD wastewater system, and other facility or appurtenance(s)
required to connect the NSD customers to the SPMUD wastewater system.

4) Acquisition of easements and rights-of-way, project administration and related services
and costs, and any connection charges and fees; and
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5) Studies, reports, and designs related thereto.

In order to facilitate repayment of the loan, NSD/SPMUD designated a Project Related
Participation Fee (PRPF) payable by new connections within the NSBA made after the effective
date of the NSBA. In addition, NSD/SPMUD designated a Project Related Service Charge
(PRSC) as a special area service charge imposed on an EDU basis on the landowners/ customers
in the NSBA area that are connected to the wastewater system for repayment to SPMUD of the
Amount Repayable. The PRSC is a separate service charge, in addition to the normal monthly
SPMUD service charge. Billing occurs quarterly on the regular SPMUD billing cycle. The PRSC
is shown and included on the same bill as the normal SPMUD service charge bill. The collection
and payment of the PRSC is subject to Division 6 of the Public Utilities Code of the State of
California.

On September 5, 2013, SPMUD adopted Resolution 13-11, which amended Resolution 10-09,
regarding the NSBA and establishing the Project Related Service Charge. SPMUD and NSD
entered into agreements relating to the annexation of the NSD service area to SPMUD and the
financing of the 'NSD project’ costs associated with the annexation, in accordance with the NSBA.
As a result, the PRSC was fixed at $54.00 per EDU per month on the current and future lands in
the NSBA that are now or will be connected to the NSBA wastewater system. The PRSC is used
exclusively to repay the principal and interest on the Amount Repayable and is the sole and
exclusive obligation of the NSBA landowners/customers connected to the NSBA wastewater
system. Payment of the PRSC shall remain in effect until such time as the obligation for the
Amount Repayable with interest has been satisfied. NSD adopted Resolution 2013-1 transferring
all NSB property, real and personal, accounts and liabilities to SPMUD. On December 5, 2013,
SPMUD adopted Resolution 13-14 accepting all the NSD property, liabilities, and accounts,
thereby completing the annexation process.

The funds made available by SPMUD were originally sourced from SPMUD’s Capital
Improvement and Enlargement Fund, whose primary funding source is the Local Participation
Fee and return on the investment of the balance of these Funds. In 2015, SPMUD’s Capital
Improvement and Enlargement Fund was designated as Fund 300 for accounting purposes. The
use of Fund 300 is strictly regulated by the Mitigation Fee Act, Section 66000 of the State of
California Government Code, and the District's Sewer Code. Loans against Capital Improvement
and Enlargement Fund 300 are allowed, provided the terms and conditions of the loan instrument
stipulate that the primary balance and interest accrued are redeposited into the fund. In fiscal year
19/20 an inter-fund transfer of $4,847,725, the outstanding balance of the loan repayment
including interest, was made from the Operating Fund to the Capital Replacement Fund. The
transfer eliminates the need for future annual transfers of the PRSC fee collected as a sewer
service charge during quarterly billing for the NSD area.

As of June 30, 2021, the current balance of the SPMUD loan under the Financing Agreement
applicable to the NSBA is $4,681,152. It is anticipated that the loan will be paid in full by 2053
(see Note 10 of the Financial Statements).
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CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This Financial Report is designed to provide the District's customers and other interested parties with a
general overview of the District’s finances and to demonstrate the District’s accountability.

Questions about this report should be addressed in writing to the General Manager, Herb Niederberger:

South Placer Municipal Utility District
5807 Springview Drive
Rocklin, CA 95677

Telephone: (916) 786-8555
Fax: (916) 786-8553
Web: www.spmud.ca.gov
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SOUTH PLACER MUNICIPAL UTILITY DISTRICT
STATEMENT OF NET POSITION
AS OF JUNE 30, 2021

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Note 2)
Investments (Note 2)
Accounts receivable
Prepaid expenses

Total Current Assets

NON-CURRENT ASSETS

Capital assets (net of accumulated depreciation) (Note 3)

Investments - Restricted (Note 2)
Total Non-Current Assets
TOTAL ASSETS
DEFERRED OUTFLOWS OF RESOURCES
Net pension liability (Note 5)
Net OPEB liability (Note 7)
TOTAL DEFERRED OUTFLOWS OF RESOURCES

TOTAL ASSETS AND DEFERRED OUTFLOWS OF
RESOURCES

LIABILITIES
CURRENT LIABILITIES
Accounts payable

Other accrued liabilities
Compensated absences

Total Current Liabilities
LONG TERM LIABILITIES
Net pension liability (Note 5)
Net OPERB liability (Note 7)
Total Long-Term Liabilities
TOTAL LIABILITIES
DEFERRED INFLOW OF RESOURCES

Net pension liability (Note 5)
Net OPEB li