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Water Division

Introduction
A message from Abraham Alemu, General Manager of Vernon Public Utilities

While the past couple of years have presented historic challenges on a global scale, the City of Vernon and
Vernon Public Utilities (VPU) have exhibited strength and resilience by continuing to provide safe, reliable and
affordable services during the challenges caused by the COVID-19 pandemic. VPU seamlessly provided the
electric, water, gas and fiber utilities to its residents and business community who are vital in manufacturing and
distributing goods throughout the region. Recently, VPU established an impressive goal of providing the lowest
electric rates in the State of California by 2030 in order to support customer competitiveness and enable
community businesses to thrive as the economic engine in Southeast Los Angeles.

In the past year, VPU has continued to complete major infrastructure upgrade projects to meet the increasing
needs of its business and industrial community — many of whom manufacture essential goods and products
throughout the United States, such as cold storage, food packaging and steel production. These necessary
enhancements to the VPU infrastructure foster improvement projects, which increased reliability and help the
utility to meet system adequacy requirements, including substation equipment upgrades, automated metering,
voltage upgrades, and proactive utility pole replacement and financing initiatives. In addition, the electric
infrastructure upgrades support the utility’s Water Division Capital Improvement Projects (CIPs) aimed at
creating sustainable water affordability and independence for Vernon residential and business customers. During
the past year, the Department was able to drastically reduce its need to purchase water from imported sources and
is serving water from the City’s groundwater sources, which results in significant cost savings for the utility and
to its customers.

As VPU enters its third year of a 4-year voter-approved electric rate increase, the utility will continue to use this
funding to promote programs and projects that will support increased reliability, resilience, and low rates. VPU
will also consider and analyze new technologies in an evolving energy landscape to bring renewable,
environmentally conscious programs to businesses and residents. Moving forward, VPU has wide-scale
transportation electrification plans to help advance customer adoption and play a role in the utility’s long-term
energy resources planning and deployment of green offerings.

VPU is well-positioned to maintain a strong financial performance into the long-term future and has made notable
strides towards achieving and exceeding its Renewable Portfolio Standard (RPS) and greenhouse gas (GHG)
reduction goals. VPU is actively considering a Solar plus Energy Storage Purchase Power Agreement (PPA),
which will be the largest PPA in its portfolio. Additionally, the City recently re-acquired the Malburg Generating
Station, a 134-megawatt natural gas-fired, combined-cycle facility. With this resource back within the utility’s
ownership and operation, VPU now has the control and capability to reduce ongoing operating costs and address
the City’s long-term needs for local power generation. Both projects play a critical role in achieving the long-term
goals established in Integrated Resource Plan (IRP).

As part of the repurchase, the utility’s electric financial ratings were reassessed by Moody’s and S&P. VPU
received an upgraded credit rating from Moody’s and both agencies gave VPU a stable/positive outlook. This
rating upgrade is a testament, among other factors, to the utility’s commitment to foster strong management
fundamentals and maintain fiscal strength.
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FY 2020-2021 Vernon Public Utilities At-A-Glance

Service area 4.2 square miles
Service meters 1,840 meters
Number of miles of water mains 49

Number of active wells 8

Number of reservoirs 8

Total reservoir capacity (gallons) 16.375 MG
Number of booster stations 3

Average day demand 18.73-acre feet

Maximum day peak factor 1.67
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Major Initiatives and Accomplishments

Water Division

Completed major rehabilitation of Wells 15 and 17, and minor rehabilitation of Well 21

Imported water was not purchased in Calendar Year 2021

Replaced the main on 50th Street between Soto Street and Boyle Avenue to enable pumping the
full capacity of new Well 22, which is currently under construction

Rehabilitation of the 3 — 1 MG reservoirs located at Pumping Plant 3 is halfway to completion,
with one tank complete and back in service, and the second tank is well underway.

Continued implementation of a program to automate the efficient and safe operation of water
production, storage, and conveyance facilities

Ongoing investment into Advanced Metering Infrastructure (AMI)

Completed a Water Master Plan

(iii)
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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and the Members of the City Council
City of Vernon, California

Report on the Financial Statements

We have audited the accompanying financial statements of the Water Fund of the City of Vernon,
(Water Fund), an enterprise fund of the City of Vernon, California (City), as of June 30, 2021, and the
related notes to the financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America 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 auditors’ 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 opinion.

A rnembe: of

Nexia

International
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Honorable Mayor and the Members of the City Council
City of Vernon, California

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Water Fund of the City of Vernon, California, as of June 30, 2021,
and the changes in its financial position and cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the financial statements present only the City’s
Water Fund and do not purport to, and do not, present fairly the financial position of the City of Vernon,
California as of June 30, 2021, and the changes in its financial position and its cash flows for the year
then ended in accordance with accounting principles generally accepted in the United States of
America. Our opinion is not modified with respect to this matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, schedule of proportionate share of the City’s net pension,
schedule of plan contributions, schedule of proportionate share of the City’s net OPEB liability, and
schedule of OPEB contributions, identified as required supplementary information (RSI) in the
accompanying 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

The introductory section has 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
it.
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Honorable Mayor and the Members of the City Council
City of Vernon, California

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 3, 2022, on our consideration of the City’s internal control over the 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 City’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 the City’s internal control over financial reporting and compliance.

Wmﬁ@c L7

CliftonLarsonAllen LLP

Irvine, California
March 3, 2022
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CITY OF VERNON
WATER FUND
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2021

The management of the Water Fund of the City of Vernon (“the City”) offers the following overview and
analysis of the basic financial statements of the Water Fund for the fiscal year ended June 30, 2021.
Management encourages readers to utilize information in the Management’s Discussion and Analysis
(MD&A) in conjunction with the accompanying basic financial statements.

OVERVIEW OF BASIC FINANCIAL STATEMENTS

The MDG&A is intended to serve as an introduction to the Water Fund’s basic financial statements.
Included as part of the financial statements are three separate statements.

The statement of net position presents information on the Water Fund’s total assets and deferred
outflows of resources and total liabilities and deferred inflows of resources, with the difference between
the two reported as net position.

The statement of revenues, expenses and changes in net position presents information showing how
the Water Fund's net position changed during the most recent fiscal year. Financial results are
recorded using the accrual basis of accounting. Under this method, all changes in net position are
reported as soon as the underlying events occur, regardless of the timing of cash flows. Thus, revenues
and expenses reported in this statement for some items may affect cash flows in a future fiscal period
(examples include billed but uncollected revenues and employee earned but unused vacation leave).

The statement of cash flows reports cash receipts, cash payments, and net changes in cash and cash
equivalents from operations, noncapital financing, capital and related financing, and investing activities.

The notes to the financial statements provide additional information that is essential to fully understand
the data provided in the financial statements.
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CITY OF VERNON
WATER FUND
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2021

FINANCIAL HIGHLIGHTS
Fund Net Position

The table below summarizes the Water Fund’s net position as of the current fiscal year ended June 30,
2021 and prior fiscal year ended June 30, 2020. The details of the current year's summary can be
found on page 9-10 of this report.
City of Vernon
Water Fund
Fund Net Position
June 30, 2021 and 2020

Change
2021 2020 Amount %
Assets:
Current and other assets S 16,255,449 S 9,780,247 S 6,475,202 66%
Restricted assets 11,340,139 15,005,468 (3,665,329) -24%
Advances to other City funds 2,117,993 4,388,988 (2,270,995) -52%
Capital assets 13,144,655 10,848,776 2,295,879 21%
Total assets 42,858,236 40,023,479 2,834,757 7%
Deferred Outflows of Resources 1,133,771 668,827 464,944 70%
Liabilities:
Current liabilities 2,844,057 1,838,093 1,005,964 55%
Long term liabilities 21,809,977 20,896,848 913,129 4%
Total liabilities 24,654,034 22,734,941 1,919,093 8%
Deferred Inflows of Resources 418,522 409,346 9,176 2%
Net Position:
Net investment in capital assets 7,303,813 9,273,640 (1,969,827) -21%
Unrestricted (deficit) 11,615,638 8,274,379 3,341,259 40%
Total net position S 18,919,451 S 17,548,019 S 1,371,432 8%

The assets and deferred outflows of resources of the Water Fund exceeded its liabilities and
deferred inflows of resources at the close of the most recent fiscal year by $17,548,019 (net
position).

The category of the Water Fund’s net position with the largest balance totaling $11,615,638 represents
the unrestricted net position that is expected to be used for future projects or other purposes.

The remaining category of net position, totaling $8,274,379, represents resources that are invested in
capital assets, net of related debt.
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CITY OF VERNON
WATER FUND
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2021

\ctivities. Net Position:

e Current assets increased by $6.5 million from the prior year mainly due to increases in cash by
$6.2 million, accounts receivable by $208 thousand and accrued unbilled revenue by $60
thousand.

e Restricted assets decreased by $3.7 million in 2021 as we drew down on the Water System
Revenue Bonds 2020 Series A to fund capital projects.

e Capital assets increased $2.3 million from the prior year mainly due to additional construction
expenses and purchase of equipment totaling $2.7 million, net of depreciation of $389
thousand (See Note 5).

e Deferred outflows of resources increased by $465 thousand in 2021 primarily due to the
increase in deferred outflow related to pension.

e Current liabilities increased by $1 million from the prior year mainly due to increases in the
amount due to other city funds balance by $588 thousand, bond interest payable by $156
thousand, bond payable by $240 thousand and notes payable by $71 thousand.

e Long-term liabilities increased by $913 thousand from the prior year mainly due to increases in
the note payable by $551 thousand, in the net pension liability by $703 thousand offset by a
decrease in bonds payable by $259 thousand.

e Deferred inflows of resources increased by $9 thousand due to the increase in the pension
related deferred inflows of resources balance of $65 thousand and an increase in the deferred
inflow related to OPEB of $55 thousand.

e The net investments in capital assets, net of related debt decreased by $1.9 million while the
unrestricted net position increased by $3.3 million causing an increase of the total net position of
$1.4 million.

(6)



CITY OF VERNON
WATER FUND
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2021

Changes in Fund Net Position

The table below summarizes the Water Fund’'s changes in net position over the current and prior
fiscal years. The details of the current year's changes in net position can be found on page 11 of this
report.

City of Vernon
Water Fund
Changes in Fund Net Position
June 30, 2021 and 2020

Change
2021 2020 Amount %
Operating Revenues:
Charges for services S 10,741,694 S 10,460,467 S 281,227 3%
Operating Expenses:
Cost of sales 8,413,559 8,937,475 (523,916) -6%
Depreciation 389,185 356,509 32,676 9%
Total operating expenses 8,802,744 9,293,984 (491,240) -5%
Operating income 1,938,950 1,166,483 772,467 66%
Nonoperating revenues (expenses):
Investment income 6,660 41,717 (35,057) -84%
Interest expense (574,178) (88,284) (485,894) 550%
Net nonoperating revenues (expenses) (567,518) (46,567) (520,951) 1119%
Change in net position 1,371,432 1,119,916 251,516 22%
Net position - beginning of year 17,548,019 16,428,103 1,119,916 7%
Net position - end of year S 18,919,451 S 17,548,019 S 1,371,432 8%

The Water Fund’s operating income of $1.9 million offset by non-operating expenses of
$567 thousand resulted in the increase in net position of $1.34 million during the current
year.

The key reason for this change was due to the increase in operating income by $772 thousand
because of a 3% increase in charges for services and a 6% decrease in operating expenses.
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CITY OF VERNON
WATER FUND
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2021

CAPITAL ASSET

The Water Fund’s investment in capital assets as of June 30, 2021 amounted to $13.1 million (net of
accumulated depreciation). This investment in capital assets includes land, construction in progress,
building, utilities system improvements, and machinery and equipment. The total increase in the Water
Fund's investment in capital assets for the current fiscal year was $2.7 million, offset by depreciation of
$357 thousand, for a net increase of $2.3 million.

Additional information on the Water Fund's capital assets can be found in Note 5 of this report.
Outstanding debt

As of June 30, 2021, the following debt remains outstanding:

e $14,840,000 City of Vernon Water System Revenue Bonds, 2020 Series A
e $1,360,465 City of Vernon agreement with Water Replenishment District of Southern California

The City of Vernon Water System Revenue Bonds, 2020 Series A were issued to provide funds to

(i) finance the acquisition and construction of certain capital improvements to the Water System of the City,
(i) purchase a municipal bond debt service reserve insurance policy for deposit in the Reserve Fund in
satisfaction of the Reserve Requirement, and (iii) to pay costs of issuance of the 2020 Bonds.

As of June 30, 2021, the ratings on all Water System Revenue Bonds is AA by S&P and not rated by
Moody’s.

Additional information on the Water Fund's long-term debt can be found in Note 6 of this report.

ECONOMIC FACTORS AND NEW YEAR’S BUDGET AND RATES
These factors were considered in preparing the Water Fund’s budget for the 2022 fiscal year.

e The City is strictly industrial and does not maintain an unemployment rate study of its small
population. However, the unemployment rate of adjacent communities is currently 10.5%, which
is higher than the State of California's average unemployment rate of 7.7%, and the national
average unemployment rate of 5.9%.

¢ Inflationary trends in the region compare favorably to national indices.

e The occupancy rate of the City’s central business district ranges between 96% and 98%.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Water Fund's finances for all those
with an interest in the Water Fund's finances. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the Director of Finance, City
of Vernon, 4305 Santa Fe Avenue, Vernon, California, 90058.
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CITY OF VERNON
WATER FUND
STATEMENT OF NET POSITION
JUNE 30, 2021

ASSETS
Current Assets:
Cash and Cash Equivalents
Accounts Receivable, Net of Allowance of $54,334
Accrued Unbilled Revenue
Accrued Interest Receivable
Total Current Assets

Noncurrent Assets:
Restricted Cash and Cash Equivalents
Advances to Other City Funds
Capital Assets:
Nondepreciable
Depreciable, Net
Total Noncurrent Assets

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows Related to Pensions
Deferred Outflows Related to OPEB Liability

Total Deferred Outflows of Resources

See accompanying Notes to Financial Statements.

©)

$

14,159,051
977,524
1,118,834
40

16,255,449
11,340,139
2,117,993

5,103,057
8,041,598

26,602,787

42,858,236

995,501
138,270

1,133,771



CITY OF VERNON
WATER FUND
STATEMENT OF NET POSITION (CONTINUED)
JUNE 30, 2021

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Wages and Benefits
Due to Other City Funds
Customer Deposits
Bond Interest Payable
Bonds Payable
Note Payable
Compensated Absences
Total Current Liabilities

Noncurrent Liabilities:
Bonds Payable
Note Payable
Compensated Absences
Net Other Postemployment Benefit Liability
Net Pension Liability
Total Noncurrent Liabilities

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows Related to Pensions
Deferred Inflows Related to OPEB Liability

Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets
Unrestricted (Deficit)

Total Net Position

See accompanying Notes to Financial Statements.
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$

1,416,554
112,211
593,486

60,384
247,490
240,000
139,535

34,397

2,844,057

15,154,913
1,220,930
68,794
697,329
4,668,011

21,809,977

24,654,034

114,473
304,049

418,522

7,303,813
11,615,638

$

18,919,451




CITY OF VERNON
WATER FUND
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2021

OPERATING REVENUES

Charges for Services $ 10,741,694
Total Operating Revenue 10,741,694
OPERATING EXPENSES
Cost of Sales 8,413,559
Depreciation 389,185
Total Operating Expenses 8,802,744
OPERATING INCOME 1,938,950
NONOPERATING REVENUES (EXPENSES)
Investment Income 6,660
Interest Expense (574,178)
Total Nonoperating Revenues (Expenses) (567,518)
CHANGE IN NET POSITION 1,371,432
Net Position - Beginning Of Year 17,548,019
NET POSITION - END OF YEAR $ 18,919,451

See accompanying Notes to Financial Statements.
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CITY OF VERNON
WATER FUND
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers
Cash Paid to Suppliers for Goods and Services
Cash Paid to Employees for Services
Net Cash Provided by Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Bond Interest Paid
Proceeds from Note Payable
Payment of Note Payable
Net Acquisition of Capital Assets
Net Cash Used by Capital and Related Financing Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Payment from (Provided to) Other City Funds
Net Cash Provided by Noncapital Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Investment Income
Net Cash Provided by Investing Activities

CHANGE IN CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents - Beginning of Year
CASH AND CASH EQUIVALENTS - END OF YEAR

COMPOSITION OF CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents
Restricted Cash and Investments
Total

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating Income
Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities:
Depreciation
Change in Operating Assets and Liabilities:
Accounts Receivable
Accrued Unbilled Revenue
Deferred Outflows of Resources
Accounts Payable
Accrued Wages and Benefits
Customer Deposits
Compensated Absences
Other Postemployment Benefit Liability
Net Pension Liability
Deferred Inflows of Resources
Net Cash Provided by Operating Activities

See accompanying Notes to Financial Statements.
(12)

$ 10,472,143
(7,036,017)

(1,260,208)
2,175,918

(437,232)
761,280
(139,535)

(2,685,064)
(2,500,551)

2,859,095
2,859,095

6,743
6,743

2,541,205
22,957,985

525499100

$ 14,159,051
11,340,139
$ 25,499,190

$ 1,938,950

389,185

(208,130)
(60,621)
(464,944)
(9,391)
(8,559)
(800)
(90,688)
(21,932)
703,672
9,176

$ 2,175,918



NOTE 1

CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements present only the Water Enterprise Fund (the Water
Fund) of the City of Vernon, California (the City), and do not present fairly the financial
position and results of the operations of the City. The Water Fund accounts for the
independent operations and the maintenance of the City’'s Water utility. The Water Fund is
administered as an independent fiscal and accounting entity with a self-balancing set of
accounts recording resources, related liabilities, obligations, reserves, and equities,
segregated for the purpose of carrying out specific activities or attaining certain objectives in
accordance with special regulations, restrictions or limitations.

For additional information regarding the City of Vernon, refer to the City’s annual financial
report.

The financial statements of the Water Fund have been prepared in conformity with the U.S.
generally accepted accounting principles (U.S. GAAP). The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The Water Fund’s significant
accounting policies are described below.

A. Basis of Presentation

The Water Fund’s financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of when
the related cash flows take place.

The Water Fund distinguishes operating revenues and expenses from nonoperating
items. Operating revenues, such as charges for services, result from exchange
transactions associated with the sale of Water. Exchange transactions are those in
which each party receives and gives up essentially equal values. Nonoperating
revenues, such as subsidies and investment earnings, result from nonexchange
transactions or ancillary activities. Operating expenses include the cost of sales and
services, administrative expenses and depreciation on capital assets. All expenses not
meeting this definition are reported as nonoperating expenses.

B. Pooled Cash

Part of the Water Fund’s operating cash balance is pooled with various other City funds
for deposit purposes. The share of each fund in the pooled cash account is recorded in
each of the fund’s books of accounts, and interest income is apportioned to the
participating funds based on the relationship of their average monthly balances to the
total of the pooled cash.

(13)



NOTE 1

CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Cash Deposits and Investments

For purposes of the statement of cash flows, the Water Fund considers all highly liquid
investments (including restricted cash and investments) with an original maturity of three
months or less when purchased to be cash equivalents. Investment transactions are
recorded on the settlement date. Investments in nonparticipating interest-earning
investment contracts are reported at cost and all other investments are reported at fair
value. Fair value is defined as the amount that the Water Fund could reasonably expect
to receive for an investment in a current sale between a willing buyer and a seller and is
generally measured by quoted market prices.

. Receivables/Payables

Short-term City interfund receivables and payables are classified as “due from other City
funds” and “due to other City funds”, respectively, on the statement of net position. Long-
term City interfund receivables and payables are classified as “advances to/from other
City funds,” respectively, on the statement of net position.

Trade receivables are shown net of an allowance for uncollectible accounts. Allowances
for uncollectible accounts were $54,334 as of June 30, 2021. The Water Fund’s
customers are billed monthly. The estimated value of services provided, but unbilled at
year-end has been included in the accompanying financial statements.

. Capital Assets

Capital assets (including infrastructure) are recorded at historical cost or at estimated
historical cost if the actual historical cost is not available. Contributed capital assets are
recorded at their estimated acquisition value at the date contributed. Capital assets
include land, construction in progress, and plant assets including building,
improvements, and machinery and equipment. The capitalization threshold for all capital
assets is $5,000. Capital assets used in operations are depreciated using the straight-
line method over their estimated useful lives.

The estimated useful lives are as follows:
Utility Plant 3 to 50 Years

Maintenance and repairs are charged to operations when incurred. Betterments and
major improvements, which significantly increase values, change capacities or extend
useful lives, are capitalized. Upon sale or retirement of capital assets, the cost and
related accumulated depreciation are removed from the respective accounts and any
resulting gain or loss is included in the statement of revenues, expenses, and changes in
net position.

(14)



NOTE 1

CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Compensated Absences

Accumulated vacation is accrued when incurred. Upon termination of employment, the
Water Fund will pay the employee all accumulated vacation leave at 100% of the
employee’s base hourly rate.

. Deferred Outflows and Inflows of Resources

The Water Fund recognizes deferred outflows and inflows of resources. A deferred
outflow of resource is defined as a consumption of net position by the Water Fund that is
applicable to a future reporting period. A deferred inflow of resources is defined as an
acquisition of net position by the Water Fund that is applicable to a future reporting
period. On June 30, 2021, the Water Fund has deferred outflows of resources
representing deferred amounts on pension-related transactions and postemployment
benefit-related transactions and deferred inflows of resources representing pension-
related transactions and postemployment benefit-related transactions.

. Long-Term Obligations

Bond discounts and premiums are amortized over the life of the bonds using the
straight-line method.

Net Position

The Water Fund financial statements utilize a net position presentation. Net position is
categorized as invested in capital assets (net of related debt), restricted, and
unrestricted.

¢ Net Investment in Capital Assets — This category groups all capital assets into
one component of net position. Accumulated depreciation and the outstanding
balances of liabilities that are attributable to the acquisition, construction or
improvement of these assets reduce the balance in this category.

o Restricted Net Position — This category presents external restrictions imposed
by creditors, grantors, contributors or laws or regulations of other governments
and restrictions imposed by law through constitutional provisions or enabling
legislation. The Water Fund does not have any restricted net position.

o Unrestricted Net Invested in Capital Assets or Position — This category
represents the net position of the Water Fund not restricted for any project or
other purposes.

The Water Fund’s policy regarding whether to first apply restricted or unrestricted

resources when an expense is incurred for purposes for which both restricted and
unrestricted net position are available is to use restricted resources first.
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NOTE 1

NOTE 2

CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
J. Use of Estimates

The preparation of the basic financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

K. 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 City’s California Public Employees’ Retirement System (CalPERS) plan
and additions to/deductions from the Pension Plans’ fiduciary net position have been
determined on the same basis as they are reported by CalPERS. For this purpose,
benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair
value.

L. Other Postemployment Benefits Other than Pensions (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and
deferred inflows of resources related to OPEB, and OPEB expense information about
the fiduciary net position of the City’s OPEB 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 Plan. For this purpose, the Plan recognizes benefit payments when due
and payable in accordance with the benefit terms. Investments are reported at fair value.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of June 30, 2021, are classified in the accompanying
statement of net position as follows:

Cash and Cash Equivalents $ 14,159,051
Restricted Cash and Cash Equivalents 11,340,139
Total Cash and Cash Equivalents $ 25,499,190

Cash and cash equivalents as of June 30, 2021 consist of the following:

Equity in the City's Pooled Cash $ 8,118,960
Deposits with Financial Institutions 6,040,091
Money Market Mutual Funds 11,340,139

Total Cash and Cash Equivalents $ 25,499,190
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NOTE 2

CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

CASH AND CASH EQUIVALENTS (CONTINUED)

Equity in the Cash Pool of the City of Vernon

The Water Fund has equity in the cash pool managed by the City. The Water Fund is a
voluntary participant in that pool and the pool is governed by and under the regulatory
oversight of the Investment Policy adopted by the City Council of the City. The Water Fund
has not adopted an investment policy separate from that of the City. The amount of the
Water Fund’s cash in this pool is reported in the accompanying financial statements based
upon the Water Fund’s pro rata share of the amount calculated by the City. The balance
available for withdrawal is based on the accounting records maintained by the City.

The City’s Investment Policy

The City’s Investment Policy sets forth the investment guidelines for all funds of the City.
The Investment Policy conforms to the California Government Code Section 53600 et. seq.
The authority to manage the City’s investment program is derived from the City Council.
Pursuant to Section 53607 of the California Government Code, the City Council annually,
appoints the City Treasurer to manage the City’s investment program and approves the
City’s investment policy. The Treasurer is authorized to delegate this authority as deemed
appropriate. No person may engage in investment transactions except as provided under
the terms of the Investment Policy and the procedures established by the Treasurer.

This Investment Policy requires that the investments be made with the prudent person
standard, that is, when investing, reinvesting, purchasing, acquiring, exchanging, selling or
managing public funds, the trustee (Treasurer and staff) will act with care, skill, prudence,
and diligence under the circumstances then prevailing, including but not limited to, the
general economic conditions and the anticipated needs of the City.

The Investment Policy also requires that when following the investing actions cited above,
the primary objective of the trustee be to safeguard the principal, secondarily meet the
liquidity needs of depositors, and then achieve a return on the funds under the trustee’s
control. Further, the intent of the Investment Policy is to minimize the risk of loss on the
City’s held investments from:

A. Credit Risk

B. Custodial Credit Risk

C. Concentration of Credit Risk
D. Interest Rate Risk
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NOTE 2

CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

CASH AND CASH EQUIVALENTS (CONTINUED)

Investments Authorized by the California Government Code and the City’s Investment
Policy

The table below identifies the investment types that are authorized for the City by the
California Government Code and the City’s Investment Policy. The table also identifies
certain provisions of the California Government Code that address interest rate risk, credit
risk, and concentration of credit risk. This table does not address investment of debt
proceeds held by the bond trustee that are governed by the provisions of debt agreements
of the City, rather than the general provisions of the California Government Code or the
City’s Investment Policy.

Maximum Maximum
Authorized Maximum Percentage Investment Minimum
Investment Type Maturity of Portfolio* in One Issuer Rating

U.S. Treasury Bonds 5 Years None None None
State and Local Agency Bonds 5 Years None None None
Securities of the U.S. Government, or

its Agencies 5 Years None None None
Certain Asset-Backed Securities 5 Years 20% None AA
Negotiable Certificates of Deposit 5 Years 30% None None
Bankers' Acceptances 180 Days 40% 30% None
Commercial Paper 270 Days 25% 10% P-1
Repurchase Agreements 1 year None None None
Reverse Repurchase Agreements 92 Days 20% None None
Medium-Term Notes 5 Years 30% None A
Mutual Funds Investing in Eligible Securities N/A 20% 10% AAA
Money Market Mutual Funds N/A 20% 10% AAA
Mortgage Pass-Through Securities 5 Years 20% None AA
State Administered Pool Investment N/A None $75 Million None

* Excluding amounts held by bond trustee that are not subject to California Government Code restrictions.

Investments Authorized by Debt Agreements

Investments of debt proceeds held by bond trustees are governed by provisions of the debt
agreements, rather than the general provisions of the California Government Code or the
City’s Investment Policy. The table below identifies the investment types that are authorized
for investments held by the bond trustee. The table also identifies certain provisions of these
debt agreements that address interest rate risk, credit risk, and concentration of credit risk.

Maximum Maximum
Authorized Maximum Percentage Investment Minimum
Investment Type Maturity of Portfolio in One Issuer Rating
Securities of the U.S. Government, or
its Agencies None None None None
Certain Asset-Backed Securities None None None AA
Certificates of Deposit None None None None
Bankers' Acceptances 1 Year None None None
Commercial Paper None None None P-1
Money Market Mutual Funds N/A None None AAA
State Administered Pool Investment N/A None $75 Million None
Investment Contracts None None None None
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NOTE 2

CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

CASH AND CASH EQUIVALENTS (CONTINUED)

Disclosure Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. One of the ways that the City
manages its exposure to interest rate risk is by purchasing a combination of shorter-term
and longer-term investments and by 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 operations. The City has no specific limitations
with respect to this metric. Information about the sensitivity of the fair values of the Water
Fund’'s investments (including investments held by bond trustee) to market interest rate
fluctuations is provided in the following table that shows the distribution of the Water Fund’s
investments by maturity:

Investment Maturities

Fair Value (in Months)
as of Less than 13 to 25to
Investment Type 6/30/2021 12 Months 24 Months 60 Months
Held by Trustee:
Money Market Mutual Funds $ 11,340,139 _$ 11,340,139 _$ - 8 -

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to
the holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. Presented below is the minimum rating required by
the California Government Code, the City’s Investment Policy, or debt agreements, and the
actual rating as of the year-end for each investment type.

Minimum Actual Fair Value
Required Credit Rating as of
Investment Type Rating Moody's / S&P June 30, 2021
Held by Trustee:
Money Market Mutual Funds Aaa / AAA Aaa / AAA $ 11,340,139

Concentration of Credit Risk

The City’s Investment Policy places no limit on the amount the City may invest in any one
issuer excluding a 10% limitation on commercial paper, mutual funds, and money market
mutual funds and a 30% limitation on bankers’ acceptances. The City’s Investment Policy
also places no limit on the amount of debt proceeds held by the bond trustee that the trustee
may invest in one issuer that is governed by the provisions of debt agreements of the City,
rather than the general provisions of the California Government Code or the City’s
Investment Policy. As of June 30, 2021, there were no investments held by the Water Fund
that exceeded 5% in any one issuer, excluding money market mutual funds.
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JUNE 30, 2021

NOTE2 CASH AND CASH EQUIVALENTS (CONTINUED)

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be able
to recover collateral securities that are in the possession of an outside party. The custodial
credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of its investment or collateral
securities that are in the possession of another party. The California Government Code and
the City’s Investment Policy do not contain legal or policy requirements that would limit the
exposure to custodial credit risk for deposits or investments. Under the California
Government Code, a financial institution is required to secure deposits, in excess of the
FDIC insurance amount of $250,000, made by state or local governmental units by pledging
government securities held in the form of an undivided collateral pool. The market value of
the pledged securities in the collateral pool must equal at least 110% of the total amount
deposited by the public agencies. California law also allows financial institutions to secure
City deposits by pledging first trust deed mortgage notes having a value of 150% of the
secured public deposits. Such collateral is held by the pledging financial institution’s trust
department or agent in the City’s name.

At June 30, 2021, all of the Water Fund’s deposits were insured or collateralized as required
by Section 53652 of the California Government Code.

Fair Value Measurement

The Water Fund categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset.

o Level 1 inputs are quoted prices for identical assets or liabilities in active markets
that the government can access at the measurement date.

e Level 2 inputs are other than quoted prices included in Level 1 that are observable
for an asset or liability, either directly or indirectly.

e Level 3 inputs are unobservable inputs for an asset or liability.

The Water Fund’s investments in money market mutual funds is not subject to
categorization in the fair value hierarchy.
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NOTE 3

NOTE 4

CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

ACCOUNTS RECEIVABLES

The Water Fund’s accounts receivable at June 30, 2021, are as follows:

Accounts Receivable $ 1,031,858
Less: Allowance for Uncollectible Accounts (54,334)
Total Receivables, Net $ 977,524

INTRA-ENTITY TRANSACTIONS

Transactions between the Water Fund and the other City funds commonly occur in the
normal course of business for services received or furnished (accounting, management,
engineering, legal services, and capital projects).

Due to and Due From Other City Funds

The Water Fund has a due to the City’s Electric Enterprise Fund of $593,486 for capital
outlay.

Advances to Other City Funds

The following table summarizes the Water Fund’s advances to the other City funds at
June 30, 2021:

Advances to Other City Funds - July 1, 2020 $ 4,388,988
Advance Repaid by City Funds During the Year (2,270,995)
Advances to Other City Funds - June 30, 2021 $ 2,117,993

The advances between the other City funds and the Water Fund does not accrue interest
due to the nature of the City’s operational relationship and capital projects funded by the
Water Fund that benefits the both. On November 6, 2012, the City adopted Resolution No.
2012-215 extending the repayment term of the advance to the other City funds from 15
months to a period of over 10 years.

The City’s General Fund allocates certain administrative and overhead costs to the Water

Fund which is included as part of the cost of sales. The allocated costs for the year ended
June 30, 2021, were $598,230.
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NOTE S5 CAPITAL ASSETS

NOTE 6

Capital asset activities of the Water Fund for the fiscal year ended June 30, 2021, were as
follows:

Balance Balance
June 30, 2020 Additions Deletions Transfers June 30, 2021
Capital Assets, Not Being Depreciated:
Land $ 467,640 $ - 8 -8 -3 467,640
Construction in Progress 3,668,700 1,633,512 (53,057) (613,738) 4,635,417
Total Capital Assets, Not Being
Depreciated 4,136,340 1,633,512 (53,057) (613,738) 5,103,057
Capital Assets, Being Depreciated:
Water Utility Plant 22,025,313 1,104,609 - 635,431 23,765,353
Total Capital Assets, Being Depreciated 22,025,313 1,104,609 - 635,431 23,765,353
Less Accumulated Depreciation for:
Water Utility Plant (15,312,877) (389,185) - (21,693) (15,723,755)
Total Accumulated Depreciation (15,312,877) (389,185) - (21,693) (15,723,755)
Total Capital Assets, Being Depreciated, Net
Water Utility Plant 6,712,436 715,424 - 613,738 8,041,598
Total 6,712,436 715,424 - 613,738 8,041,598
Total Capital Assets, Net $ 10,848,776 $§ 2,348,936 $ (53,057) $ - $ 13,144,655

The Water Fund’s total depreciation expense for the year was $389,185.Transfers include
vehicles that were contributed to the Water Fund from the City’s Fire Department.

LONG-TERM OBLIGATIONS
As of June 30, 2021, outstanding debt obligations consisted of the following:

$14,840,000 Water System Revenue Bonds (2020 Series A)

At June 30, 2021, $14,840,000 remained outstanding. The bonds are special obligation
bonds which are secured by an irrevocable pledge of water revenues payable to
bondholders. The debt service remaining on the bonds is $25,868,013, payable through
fiscal 2051. For the current year, debt service and net water revenues were $437,232 and
$2,328,135, respectively. Under the Indenture of Trust dated May 6, 2020, interest and
principal on the bonds are payable from Net Revenues (or Revenues less Operation and
Maintenance Expenses) and/or amounts in the Water Enterprise (as those terms are
defined in the Indenture of Trust). The City of Vernon Water System Revenue Bonds, 2020
Series A were issued to provide funds to (i) finance the acquisition and construction of
certain capital improvements to the Water System of the City, (ii) purchase a municipal bond
debt service reserve insurance policy for deposit in the Reserve Fund in satisfaction of the
Reserve Requirement, and (iii) to pay costs of issuance of the 2020 Bonds.

(22)



CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE6 LONG-TERM OBLIGATIONS (CONTINUED)

A summary of the bonds payable under the Water Fund is as follows:

Fixed Annual Original
Interest Principal Issue Outstanding
Bonds Maturity Rates Installments Amount June 30, 2021
City of Vernon 08/01/50 5.00% To begin 08/01/21:  $ 14,840,000 $ 14,840,000
Water System Revenue Bonds, $240,000 -
2020 Taxable Series A $3,785,000
Premium 554,913
Total Revenue Bonds $ 15,394,913

Note Payable — Direct Borrowing

In May 2019, the City entered into an agreement with Water Replenishment District of
Southern California (WRD) for assistance with the construction of a new groundwater well or
rehabilitation of an existing groundwater well. The promissory note is unsecured and has no
interest basis for an amount not to exceed $1,500,000. As of June 30, 2021, WRD has
disbursed all of the funds under the agreement to the City. The note is payable in quarterly
principal payments commencing September 1, 2020, in an amount which, together with all
quarterly payments, will be sufficient to fully amortize the principal balance of the note by the
maturity date of April 1, 2031.

Upon an event of default, WRD may declare any or all of the outstanding and unpaid
principal balance immediately due and payable, without presentment, demand, protest,
notice of protest, notice of acceleration or of intention to accelerate or any other notice,
declaration or act of any kind, all of which are hereby expressly waived by the City.

Debt Service Requirements

As of June 30, 2021, annual debt service requirements of the Water Fund to maturity are as
follows:

Water System Revenue Bonds

2020 Taxable Series A
Fiscal Year Ending June 30, Principal Interest

2022 $ 240,000 $ 587,975

2023 250,000 575,725

2024 265,000 562,850

2025 275,000 549,350

2026 - 542,475
2027-2031 1,985,000 2,662,750
2032-2036 2,180,000 2,161,625
2037-2041 2,680,000 1,625,900
2042-2046 3,180,000 1,163,225
2047-2051 3,785,000 596,138
Total Requirements $ 14,840,000 $ 11,028,013
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NOTE6 LONG-TERM OBLIGATIONS (CONTINUED)

Debt Service Requirements (Continued)

Note Payable - Direct Borrowing

Fiscal Year Ending June 30, Principal Interest

2022 $ 139,535 $ -

2023 139,535 -

2024 139,535 -

2025 139,535 -

2026 139,535 -

2027-2031 662,791 -

Total Requirements $ 1,360,465 $ -

Changes in Long-Term Liabilities
The following is a summary of long-term liabilities transactions for the fiscal year ended
June 30, 2021:

Amounts

Balance Balance Due Within

June 30, 2020 Additions Reductions June 30, 2021 One Year
Other Debt - Bonds Payable $ 14,840,000 $ - 8 - $ 14,840,000 $ 240,000
Bond Premium 573,993 - (19,080) 554,913 -
Note Payable - Direct Borrowing 738,720 761,280 (139,535) 1,360,465 139,535
Compensated Absences 193,879 27,070 (117,758) 103,191 34,397
Total $ 16,346,592 $§ 788350 $ (276,373) _$ 16,858,569 $ 413,932

Credit Ratings
As of June 30, 2021, the ratings on all Water System Revenue Bonds is AA by S&P and not
rated by Moody’s.

NOTE7 RISK MANAGEMENT

The Water Fund is in the City’s self-insurance program as part of its policy to self-insure
certain levels of risk within separate lines of coverage to maximize cost savings.

The City is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets, errors and omissions; injuries to employees, and natural disasters.
The City utilizes insurance policy(s) to transfer these risks. Each policy has either self-
insured retention or deductible, which are parts of the City’s Risk Financing Program. These
expenses are paid on a cash basis as they are incurred. There have been no significant
settlements or reductions in insurance coverage during the past three fiscal years.
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RISK MANAGEMENT (CONTINUED)

Starting in Fiscal 2010, the City chose to establish Risk Financing in the General Fund,
whereby assets are set aside for claim-litigation settlements associated with the
abovementioned risks up to their self-insured retentions or policy deductibles. Athens
Administrators Inc. is the Third-Party Administrator for the City’s workers’ compensation
program, and they provide basic services for general liability claims and litigation.

The insurance limits for the fiscal year 2021 are as follows:

Deductible/SIR

Insurance Type Program Limits (Self-Insured Retention)
Excess Liability Insurance $20,000,000 $2,000,000 SIR per occurrence
D and O Employment Practice $2,000,000 $150,000 SIR non-safety; $150,000 SIR safety
Excess Workers Compensation $50,000,000 $1,500,000 SIR per occurrence for presumptive loss
Employer's Liability $1,000,000 $1,000,000 SIR per occurrence for all employees
Commercial Property Insurance $100,000,000 $25,000 except:
$25,000,000 Flood Sublimit $250,000 power stations

$1.5/kVA transfers, subject to a $250,000 minimum
$500,000 named transformers
Employee Dishonest - Crime $1,000,000 $25,000
Pollution - Site Owned $5,000,000 $25,000 for non-utility locations, divested locations
and scheduled storage tanks
$50,000 for utility locations
$100,000 for natural gas pipeline

Cyber Liability $3,000,000 $100,000
Contractors Equipment/Auto $10,000,000 Maximum Loss Per Occurrence $5,000
Physical Damage $1,000,000 Equipment Limit-loss or damage to
any one piece
Residential Property Insurance $8,023,126 Blanket Building Limit $2,500
$89,013 Blanket Business Personal Property Limit
Terrorism and Sabotage $100,000,000 Policy Aggregate N/A

$5,000,000 Active Shooter and Malicious Attack
Per Occurrence/Aggregate
$5,000,000 Terrorism and Sabotage Liability
Per Occurrence/Aggregate

The City has numerous claims and pending litigations, which generally involve accidents
and/or liability or damage to City property. The balance of claims/litigations against the City
is in the opinion of management, ordinary routine matters, incidental to the normal business
conducted by the City. In the opinion of management, such proceedings are substantially
covered by insurance, and the ultimate dispositions of such proceedings are not expected to
have a material adverse effect on the Water Fund’s financial position, results of operations
or cash flows. Further information regarding the City’s self-insurance program may be found
in the City’s Annual Financial Report.
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NOTE 8 PENSION PLAN
A. General Information About the Pension Plans

Plan Descriptions

All full-time safety (police and fire personnel) and miscellaneous personnel and
temporary or part-time employees who have worked a minimum of 1,000 hours in a
fiscal year are eligible to participate in the City’s cost-sharing and agent multiple-
employer defined benefit pension Safety and Miscellaneous Plans, respectively,
administered by the California Public Employees’ Retirement System (CalPERS) that
acts as a common investment and administrative agent for participating public entities
within the state of California. The City allocates the costs of these Plans across all City
departments. The Water Fund’s proportionate share of the net pension liability of these
Plans is reported as a cost-sharing plan in the financial statements. Benefits vest after
five years of service. Employees who retire at the minimum retirement age with five
years of credited service are entitled to retirement benefits. Monthly retirement benefits
are based on a percentage of an employee’s average compensation for his or her
highest consecutive 12 or 36 months of compensation for each year of credited service.

Benefits Provided

Miscellaneous members hired prior to January 1, 2013, with five years of credited
service may retire at age 55 based on a benefit factor derived from the 2.7% at 55
Miscellaneous formula or may retire between ages 50 and 54 with reduced retirement
benefits. New Miscellaneous members (PEPRA) with five years of credited service may
retire at age 62 based on a benefit factor derived from the 2% at 62 Miscellaneous
formula or may retire between age 52 and 61 with reduced retirement benefits. The
benefit factor increases to a maximum of 2.5% at age 67. Safety members with five
years of credited service may retire at age 50 based on a benefit factor derived from the
3% at 50 Safety formula for sworn Police and Fire Department employees. New Safety
members (PEPRA) with five years of credited service may retire at age 57 based on a
benefit factor derived from the 2.7% at 57 Safety (PEPRA) formula or may retire
between age 50 and 56 with reduced retirement benefits for new Safety (PEPRA)
members of both Police and Fire Departments. CalPERS also provides death and
disability benefits. These benefit provisions and all other requirements are established
by state statute provided through a contract between the City and CalPERS.
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NOTE 8 PENSION PLAN (CONTINUED)
A. General Information About the Pension Plans (Continued)

Benefits Provided (Continued)

The Plans’ provisions and benefits in effect as of the measurement date of June 30,
2020, are summarized as follows:

Miscellaneous

Prior to On or After

Hire Date January 1, 2013 January 1, 2013
Benefit Formula 2.7%@55 2% @62
Benefit Vesting Schedule 5 Years of Service 5 Years of Service
Benefit Payments Monthly for Life Monthly for Life
Retirement Age 50 52
Monthly Benefits, as a % of Eligible Compensation 2.0%t02.7% 1.0% to 2.5%
Required Employee Contribution Rates 8.000% 6.250%
Required Employer Contribution Rates:

Normal Cost Rate 11.758% 11.758%

Payment of Unfunded Liability $ 3,185,676 $ -

Safety
Prior to On or After

Hire Date January 1, 2013 January 1, 2013
Benefit Formula 3.0%@50 2.7%@57
Benefit Vesting Schedule 5 Years of Service 5 Years of Service
Benefit Payments Monthly for Life Monthly for Life
Retirement Age 50 50
Monthly Benefits, as a % of Eligible Compensation 3.000% 2.0% 10 2.7%
Required Employee Contribution Rates 9.000% 12.750%
Required Employer Contribution Rates:

Normal Cost Rate 23.164% 23.164%

Payment of Unfunded Liability $ 5,885,793 $ -

Contributions

Section 20814(c) of the California Public Employees’ Retirement Law requires that the
employer contribution rates for all public employers be determined on an annual basis by
the actuary and shall be effective on July 1 following notice of a change in the rate.
Funding contributions for both Plans are determined annually on an actuarial basis as of
June 30 by CalPERS. The actuarially determined rate is the estimated amount
necessary to finance the costs of benefits earned by employees during the year, with an
additional amount to finance any unfunded accrued liability. The City is required to
contribute to the difference between the actuarially determined rate and the contribution
rate of employees. For the year ended June 30, 2021, the Water Fund’s share of
employer contributions made to the Plans was $432,119.
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NOTE 8 PENSION PLAN (CONTINUED)

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

Actuarial Assumptions

The net pension liability of each of the Plans is measured as of June 30, 2020, using an
annual actuarial valuation as of June 30, 2019, rolled forward to June 30, 2020, using
standard update procedures. A summary of principal assumptions and methods used to
determine the net pension liability is shown below.

Miscellaneous Safety

Valuation Date June 30, 2019 June 30, 2019
Measurement Date June 30, 2020 June 30, 2020
Actuarial Cost Method Entry Age Normal Entry Age Normal
Actuarial Assumptions:

Discount Rate 7.15% 7.15%

Inflation 2.625% 2.625%

Payroll Growth 2.875% 2.875%

Projected Salary Increase (1) (1)

Mortality Rate Table (2) (2)

Post-Retirement Benefit Increase (3) (3)

(1) Varies by entry age and service.

(2) The mortality table used was developed based on CalPERS-specific data. The
probabilities of mortality are based on the 2017 CalPERS Experience Study for the
period from 1997 to 2015. Pre-retirement and Post-retirement mortality rates includes
15 years of projected mortality improvement using 90% of Scale MP-2016 published by
the Society of Actuaries. For more details on this table, please refer to the CalPERS
Experience Study and Review of Actuarial Assumptions report from December 2017
that can be found on the CalPERS website.

(3) The lessor of contract COLA or 2.50% until Purchasing Power Protection Allowance Floor
on purchasing power applies, 2.50% thereafter.

Long-Term Expected Rate of Return

The long-term expected rate of return on pension plan investments was determined
using a building-block method in which expected future real rates of return (expected
returns, net of pension plan investment expense and inflation) are developed for each
major asset class.
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CITY OF VERNON
WATER FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE 8 PENSION PLAN (CONTINUED)

B. Pension Liabilities, Pension Expenses, and Deferred Outflows/Inflows of

Resources Related to Pensions (Continued)

Long-Term Expected Rate of Return (Continued)

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

The expected real rates of return by asset class are as follows:

Assumed Real Return Real Return
Asset Years Years
Asset Class (a) Allocation 1-10 (b) 11+ (c)
Global Equity 50.00% 4.80% 5.98%
Fixed Income 28.00 1.00% 2.62%
Inflation Assets 0.00 0.77% 1.81%
Private Equity 8.00 6.30% 7.23%
Real Assets 13.00 3.75% 4.93%
Liquidity 1.00 0.00% -0.92%
Total 100.00%

(a) Inthe CalPERS CAFR, Fixed Income is included in Global Debt Securities; Liquidity is
included in Short-term Investments; Inflation Assets are included in both Global Equity
Securities and Global Debt Securities.

(b) An expected inflation of 2.0% used for this period.

(c) An expected inflation of 2.92% used for this period.

Discount Rate

The discount rate used to measure the total pension liability was 7.15%. The projection
of cash flows used to determine the discount rate assumed that contributions from plan
members will be made at the current member contribution rates and that contributions
from employers will be made at statutorily required rates, actuarially determined. Based
on those assumptions, the Plan’s fiduciary net position was projected to be available to
make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.
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NOTE 8 PENSION PLAN (CONTINUED)

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

Proportionate Share of Net Pension Liability — Allocation of the City’s Pension Plans to
the Water Fund

The Water Fund’'s net pension liability for the Plans is measured as the proportionate
share of the combined net pension liability of the City’s miscellaneous and safety agent
multiple-employer plans. The Water Fund’s proportionate share of the combined net
pension liability was based on the Water Fund’s current year share of contributions to
the pension plans relative to the City’s total current year contributions to the pension
plans.

The Water Fund’s proportionate share of the combined net pension liability for the
pension plans as of the measurement date ended June 30, 2019 and 2020 were as

follows:
Increase (Decrease)
Total Plan Net Pension
Pension Fiduciary Liability Proportionate
Liability Net Position (Asset) Share
Balance at June 30, 2019 (MD) $ 14,700,445 $ 10,736,106 $ 3,964,339 3.28%
Balance at June 30, 2020 (MD) 17,762,255 13,094,244 4,668,011 3.45%
Net Changes during 2019-20 $ 3061810 _$ 2,358,138 _$ 703,672 0.17%

Pension Expense and Deferred Qutflows and Inflows of Resources

For the measurement period ended June 30, 2020, the Water Fund recognized its
proportionate share of the combined pension expense of the Plans, totaling $313,150. At
June 30, 2021, the Water Fund reported its proportionate share of the Plans’ deferred
outflows of resources and deferred inflows of resources related to pensions from the
following sources:

Deferred Deferred
Outflows Inflows
of Resources of Resources
Pension Contributions Subsequent
to Measurement Date $ 435,752 $ -
Differences Between Actual and
Expected Experience 329,268 -
Change in Assumptions - (11,914)
Net Differences Between Projected and
Actual Earnings on Plan Investments 122,571 -
Differences Between Employer Contributions
And Proportionate Share of Contributions - (62,186)
Change in Employer's Proportion 107,910 (40,373)
Total $ 995,501 $ (114,473)
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NOTE8 PENSION PLAN (CONTINUED)

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

Pension Expense and Deferred Outflows and Inflows of Resources (Continued)

$435,752 reported as deferred outflows of resources related to contributions subsequent
to the measurement date will be recognized as a reduction of the net pension liability in
the year ending June 30, 2022. Differences between projected and actual investment
earnings are amortized on a five-year straight-line basis and all other amounts are
amortized over the expected average remaining service lives of all members that are
provided with benefits. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized as pension expense

as follows:
Fiscal Year Ended June 30, Total
2022 $ 123,611
2023 156,878
2024 108,602
2025 55,095
2026 1,090
Thereafter -

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the Water Fund'’s proportionate share of the Plans’ combined net
pension liability, calculated using a discount rate of 7.15%, as well as what the Water
Fund’s proportionate share of the Plans’ combined net pension liability would be if it
were calculated using a discount rate that is a 1-percentage point lower or a
1-percentage point higher than the current rate:

Total
1% Decrease 6.15%
Net Pension Liability $ 7,126,338
Current Discount Rate 7.15%
Net Pension Liability $ 4,668,011
1% Increase 8.15%
Net Pension Liability $ 2,652,801

Pension Plan Fiduciary Net Position

Detailed information about each pension plan’s fiduciary net position is available in the
separately issued CalPERS financial reports.
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PENSION PLAN (CONTINUED)

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

Subsequent Events

There were no subsequent events that would materially affect the results of this
disclosure.

Payable to the Pension Plan

At June 30, 2021, the Water Fund had no outstanding amount of contributions to the
pension plans required for the year ended June 30, 2021.

OTHER POSTEMPLOYMENT BENEFITS (OPEB)

The other postemployment benefits (OPEB) described in the following paragraphs relate to
the City’'s OPEB plan. The Water Fund’s share of the net pension liability of the City’s OPEB
Plan is reported as a cost-sharing plan in these financial statements since the Water Fund'’s
operations are handled by City employees who are eligible to participate in the City’'s OPEB
Plan.

Benefits Provided

Retiree medical and dental benefits are established through the City’s Fringe Benefits and
Salary Resolution as well as individual memoranda of understanding between the City and
the City’'s various employee bargaining groups. Generally, the City will provide
postemployment benefit plan for the employee only to those who retire at age sixty (60) or
later with twenty (20) years of continuous uninterrupted service, up to the age of sixty-five
(65). Alternatively, employees who retire before the age of sixty (60) with twenty (20) years
of continuous uninterrupted service, will be permitted to pay their medical and dental
premium cost and upon reaching the age of sixty (60), the City will pay the premium for the
medical and dental plans until they reach the age of sixty-five (65).

Resolution 2012-217 granted specific retiree medical benefits to employees who retired
during the 2012 2013 fiscal year in order to provide an incentive for early retirement
whereby the City authorized the payment of medical and dental insurance premiums for
eligible retiring employees and their eligible dependents with at least ten (10) years of
service plus 5% for each additional full year of service above the ten (10) years of service.

Resolution 2013-06 declared that the retiree medical benefits which had not been a vested
right for employees will continue to be a nonvested right for employees who continue to be
employed by the City on or after July 1, 2013, but will be a vested right for those who retire
during the 2012-2013 fiscal year. The City’s plan is considered a substantive OPEB plan
and the City recognizes costs in accordance with GASB Statement No 75. The City may
terminate its unvested OPEB in the future.
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NOTE9 OTHER POSTEMPLOYMENT BENEFITS (OPEB) (CONTINUED)

Funding Policy and Contributions

The City has established an irrevocable OPEB trust with assets dedicated to paying future
retiree medical benefits. The City intends to contribute 100% or more of the actuarially
determined contribution for the explicit subsidy liability only. The portion of the liability due to
the implicit subsidy is not prefunded but is paid as benefits come due. For the measurement
date period June 30, 2020, the Water Fund’s proportionate share of contributions made was
$108,041 ($66,646 contributed to the OPEB trust, $29,434 paid for retiree premiums, and
the estimated implied subsidy of $11,961).

Net OPEB Liability

The City’'s net OPEB liability is measured as of June 30, 2020, and the total OPEB liability
used to calculate the net OPEB liability was determined by an actuarial valuation as of
June 30, 2020. A summary of the principal assumptions and methods used to determine the
total OPEB liability is shown on the next page.

Actuarial Assumptions

The valuation has been prepared on a closed group basis. Assumptions such as age-related
healthcare claims, healthcare trends, retiree participation rates, and spouse coverage, were
selected based on demonstrated plan experience and the best estimate of expected future
experience.

Explicit subsidy benefit payments by employee group were allocated based on expected
benefit payments. The following actuarial assumptions, applied to all periods included in the
measurement unless otherwise specified:

Funding Method: Entry age normal level percent of pay cost method

Inflation: 2.25%

Salary Increases: 2.75% annual increases

Long-Term Return on Assets: 6.25% net of investment expenses

Discount Rate: 6.25%

Healthcare Cost Trend Rates: 6.7% for FY2021, gradually decreasing over several
decades to ultimate rate of 3.8% in FY76 and later
years

Mortality: 2017 CalPERS Experience Study. Tables include

15 years of static mortality improvement using 90%
of scale MP-2016
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POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (CONTINUED)

Long-Term Expected Rate of Return

The long-term expected rate of return was determined using a building-block method in
which best-estimate ranges of expected future real rates of return (expected returns, net of
OPEB plan investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return by weighing
the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates of arithmetic real rates of return for each major
asset class included in the OPEB plan’s target asset allocation as of June 30, 2020 are
summarized in the following table:

Long-Term
Target Expected Real
Asset Class Allocation Rate of Return
CERBT Strategy 1:

Equity 59.00% 4.90%
Fixed Income 25.00 1.40%
TIPS 5.00 0.57%
Commodities 3.00 1.88%
REITs 8.00 4.43%

Total 100.00%

Discount Rate

The discount rate used to measure the total OPEB liability was 6.25%. The projection of
cash flows used to determine the discount rate assumed that City’s contributions will be
made at rates equal to the actuarially determined contribution rates. Based on those
assumptions, the fiduciary net position was projected to be available to make all projected
OPEB payments for current active and inactive employees and beneficiaries. Therefore, the
long-term expected rate of return on plan investments was applied to all periods of projected
benefit payments to determine the total OPEB liability.

Change of Assumptions

Medical trend rates were updated to exclude the Affordable Care Act's Excise Tax on high-
cost health insurance plan due to its repeal.

Allocation of the Net OPEB Liability

The Water Fund’s proportionate share of the net OPEB liability as of the measurement
dates ended June 30, 2019 and 2020 was as follows:

Increase (Decrease)

Total Plan Net OPEB
OPEB Fiduciary Liability Proportionate
Liability Net Position (Asset) Share
Balance at June 30, 2019 (MD) $ 859322 $ 140,061 $ 719,261 3.28%
Balance at June 30, 2020 (MD) 938,946 241,617 697,329 3.45%
Net Changes during FY 2019-20 $ 79,624 % 101,556 3% (21,932) 0.17%
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NOTE9 POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (CONTINUED)

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate

The following presents the Water Fund’s proportionate share of the net OPEB liability if it

were calculated using a discount rate that is 1% point lower or 1% point higher than the
current rate:

Discount Rate

1% Decrease Current Rate 1% Increase
(5.50%) (6.50%) (6.50%)
Net OPEB Liability $ 809,668 $ 697,329 $ 603,690

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend Rates

The following presents the Water Fund’s proportionate share of the net OPEB liability if it
were calculated using a healthcare cost trend rates that are 1% point lower (5.7%
decreasing to an ultimate rate of 2.8%) or 1% point higher (7.7% decreasing to an ultimate
rate of 4.8%) than the current rate:

Healthcare Trend Rate
1% Decrease Current Rate 1% Increase
Net OPEB Liability $ 660,185 $ 697,329 $ 735,189

OPEB Expense and Deferred Inflows and Outflows of Resources Related to OPEB

For the year ended June 30, 2021, the Water Fund recognized its proportionate share of the
OPEB expense(revenue) of $(27,961). At June 30, 2021, the Water Fund reported deferred
outflows of resources and deferred inflows of resources related to OPEB from the following

sources:
Deferred Deferred
Outflows Inflows
of Resources of Resources
Contributions Between Measurement Date and
Reporting Date $ 108,041 $ -
Difference Between Expected and Actual Liability 5,950 (133,914)
Changes of Assumptions 16,733 (170,135)
Net Differences Between Projected and Actual
Earnings on Investments 7,546 -
Total $ 138,270 $ (304,049)
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NOTE9 POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (CONTINUED)

OPEB Expense and Deferred Inflows and Outflows of Resources Related to OPEB
(Continued)

The $108,041 reported as deferred outflows of resources related to contributions
subsequent to the measurement date will be recognized as a reduction of the net OPEB
liability in the year ended June 30, 2022. Differences between projected and actual
investment earnings are amortized on a five-year straight-line basis and all other amounts
are amortized over the expected average remaining service lives of all members that are
provided with benefits. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to OPEB will be recognized as OPEB expense as

follows:
Deferred
Outflows
(Inflows)
Fiscal Year Ending June 30, of Resources
2022 $ (66,594)
2023 (66,594)
2024 (66,623)
2025 (66,730)
2026 (7,715)
Thereafter 436

Subsequent Events

There were no subsequent events that would materially affect the results presented in this
disclosure.

Payable to the OPEB Plan

At June 30, 2021, the Water Fund had no outstanding amount of contributions to the OPEB
plan required for the year ended June 30, 2021.
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CITY OF VERNON
WATER FUND
SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
CITY'S MISCELLANEOUS AND SAFETY COST SHARING PLAN
LAST TEN FISCAL YEARS *

Fiscal Year Ended 6/30/2021 6/30/2020 6/30/2019 6/30/2018 6/30/2017

Measurement Date 6/30/2020 6/30/2019 6/30/2018 6/30/2017 6/30/2016
Plan’s Proportion of the

Net Pension Liability 3.45% 3.28% 3.11% 3.74% 3.80%
Plan’s Proportionate Share of the

Net Pension Liability $ 4668011 $ 3,964,339 $ 3533209 $ 4,100,788 $ 3,619,851
Plan’s Covered Payroll 891,592 925,620 1,100,727 1,038,438 499,838
Plan’s Proportionate Share of the

Net Pension Liability as a

Percentage of Covered Payroll 523.56% 428.29% 320.99% 394.90% 724.20%
Plan Fiduciary Net Position as a

Percentage of the Total

Pension Liability 74.79% 76.15% 77.68% 77.85% 78.91%

Notes to Schedule:
Benefit Changes:
There were no changes in benefits.

Changes in Assumptions:
From fiscal year June 30, 2017 to June 30, 2018:
The discount rate was reduced from 7.65% to 7.15%.
From fiscal year June 30, 2018 to June 30, 2019:
There were no significant changes in assumptions.
From fiscal year June 30, 2019 to June 30, 2020:
There were no significant changes in assumptions.
From fiscal year June 30, 2020 to June 30, 2021:
The inflation rate was increased from 2.5% to 2.625%
The payroll growth rate was reduced from 3.00% to 2.875%.

* Fiscal year 2017 was the first year the City allocated a portion of the net pension liability to the Water Fund, therefore only five years are

shown.
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WATER FUND
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CITY'S MISCELLANEOUS AND SAFETY COST SHARING PLAN
LAST TEN FISCAL YEARS *

Fiscal Year Ended 6/30/2021 6/30/2020 6/30/2019 6/30/2018 6/30/2017
Actuarially Determined
Contributions $ 435,752 $ 404,765 $ 339,930 $ 354,831 $ 346,113
Contributions in relation to the
Actuarially Determined
Contributions (435,752) (404,765) (339,930) (354,831) (346,113)
Contribution :

Deficiency (Excess) $ - 3 - $ - 3 - $ -
Covered Payroll $ 792,625 $ 891,592 § 925,620 $ 1,100,727 $ 1,038,438
Contributions as a Percentage

of Covered Payroll 54.98% 45.40% 36.72% 32.24% 33.33%
Notes to Schedule:
Valuation Date 6/30/2018 6/30/2017 6/30/2016 6/30/2015 6/30/2014
Methods and Assumptions Used to
Determine Contribution Rates:
Actuarial Cost Method Entry Age Entry Age Entry Age Entry Age Entry Age
Amortization Method (1) (1 (1 (1 (1
Asset Valuation Method Fair Value Fair Value Fair Value Fair Value Fair Value
Inflation 2.625% 2.625% 2.75% 2.75% 2.75%
Salary Increases (2) (2) (2) (2) 2)
Investment Rate of Return 7.25% (3) 7.25% (3) 7.375% (3) 7.50% (3) 7.50% (3)
Mortality 4) 4) 4) 4) 4)

(1)  Level percentage of payroll, closed.

(2) Depending on age, service, and type of employment.

(3)  Net of pension plan investment expense, including inflation.

(4)  Mortality assumptions are based on mortality rates resulting from the most recent CalPERS Experience Study
adopted by the CalPERS Board.

* Fiscal year 2017 was the first year the City allocated a portion of the net pension liability to the Water Fund, therefore only five years are

shown.
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CITY OF VERNON
WATER FUND
SCHEDULE OF PROPORTIONATE SHARE OF THE NET OPEB LIABILITY
LAST TEN FISCAL YEARS *

Fiscal Year Ended 6/30/2021 6/30/2020 6/30/2019 6/30/2018

Measurement Date 6/30/2020 6/30/2019 6/30/2018 6/30/2017
Plan’s Proportion of the

Net OPEB Liability 3.45% 3.28% 3.11% 4.08%
Plan’s Proportionate Share of the

Net OPEB Liability $ 697,329 $ 719,261 $ 719,107 $ 1,482,614
Plan’s Covered-Employee Payroll 1,048,734 1,095,236 1,368,166 1,368,760
Plan’s Proportionate Share of the

Net OPEB Liability as a Percentage

of Covered-Employee Payroll 66.49% 65.67% 52.56% 108.32%
Plan Fiduciary Net Position as a

Percentage of the Total OPEB Liability 25.70% 16.30% 8.62% 2.83%

Notes to Schedule:

Changes in Assumptions:

The discount rate was changed from 2.85% to 3.58% for the measurement period ended June 30, 2017. The discount
rate for the measurement periods ended June 30, 2018 and 2019 was 6.50%. The discount rate for the measurement

period ended June 30, 2020 was reduced to 6.25%.

The mortality, retirement, disability, and termination rates for the measurement periods ended June 30, 2017 and
2018 were based on the CalPERS 1997-2011 Experience Study and CalPERS 1997-2015 Experience Study,

respectively.

The mortality improvement rates for the measurement periods ended June 30, 2017 and 2018 were based on the

Scale MP-2016 and Scale-2018, respectively.

In the June 30, 2018 measurement period, the pre-65 waived retiree re-election was updated to be 10% after age 65.

* Fiscal year 2018 was the first year of implementation, therefore only four years are shown.
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CITY OF VERNON
WATER FUND
SCHEDULE OF OPEB CONTRIBUTIONS
LAST TEN FISCAL YEARS *

Fiscal Year Ended 6/30/2021 6/30/2020 6/30/2019 6/30/2018
Actuarially Determined
Contribution $ 66,646 $ 63,389 $ 83,829 $ 109,990
Contributions in relation to the
Actuarially Determined
Contribution (108,041) (128,484) (93,060) (84,361)
Contribution:

Deficiency (Excess) $ (41,395) $ (65,095) $ (9,231) $ 25,629
Covered Payroll $ 1,093,781 $ 1,048,734 $ 1,095236 $ 1,368,166
Contributions as a Percentage

of Covered-Employee Payroll 9.88% 12.25% 8.50% 6.17%

Notes to Schedule:

Valuation Date 6/30/2018 6/30/2018 6/30/2016 6/30/2016

Methods and Assumptions Used to
Determine Contribution Rates:
Actuarial Cost Method Entry Age Entry Age Entry Age Entry Age
Amortization Method (1) (1 (1 (1
Amortization Period 28 years 27 Years 27 Years 29 Years
Asset Valuation Method Market Value Market Value Market Value Market Value
Inflation 2.25% 2.50% 2.50% 2.75%
Healthcare Trend Rates (6) (3) (3) (2)
Investment Rate of Return 6.25% 6.50% 7.00% 7.00%

Mortality

() (5)

) Level percentage of payroll, closed.

) 8.50% trending down to 5.00%.

) 6.90% trending down to 4.00%.

(4) CalPERS December 2014 experience study.
) CalPERS December 2017 experience study.
) 6.70% trending down to 3.80%.

(5)

* Fiscal year 2018 was the first year of implementation, therefore four years year are shown.
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