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INDEPENDENT AUDITORS' REPORT

To the Honorable City Council and Board of Public Utilities
City of Riverside, California

Report on the Financial Statements
Opinions

We have audited the accompanying financial statements of the Water Utility Enterprise Fund (Water Utility)
of the City of Riverside, California, (the City) as of and for the years ended June 30, 2022, and 2021, and
the related notes to the financial statements, which collectively comprise the Water Utility's financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Water Utility Enterprise Fund of the City of Riverside, as of June 30, 2022, and 2021, and
the respective changes in financial position and cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the Water Utility and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Water Utility Enterprise Fund of the
City of Riverside and do not purport to, and do not present fairly the financial position of the City as of
June 30, 2022, and 2021, the changes in its financial position, or, where applicable, its cash flows for the
years 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.

Change in Accounting Principle

As described in Note 1 to the financial statements, in the fiscal year ended June 30, 2022, the Water Utility

adopted new accounting guidance, GASB Statement No. 87, Leases. Our opinion is not modified with
respect to this matter.
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To the Honorable City Council and Board of Public Utilities
City of Riverside, California

Responsibilities of Management 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; and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Water Utility’s ability to continue
as a going concern for twelve months beyond the financial statements date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if, there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Water Utility’s internal control. Accordingly, no such opinion is expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Water Utility’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.
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To the Honorable City Council and Board of Public Utilities
City of Riverside, California

Other Reporting Responsibilities
Required Supplementary Information

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

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the key historical operating date but does not include the basic financial statements and our
auditor’s report thereon. Our opinions on the financial statements does not cover the other information, and
we do not express an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and consider whether a material inconsistency exists between the other information and the financial
statements, or the other information otherwise appears to be materially misstated. If, based on the work
performed, we conclude that an uncorrected material misstatement of the other information exists, we are
required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 26, 2023, on our consideration of the City’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the 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.

%;,,&%WW

Brea, California
January 26, 2023
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WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of Riverside Public Utilities, a department of the City of Riverside (the City), we offer the readers this
narrative overview and analysis of the 2021-22 financial report for the periods ended June 30, 2022 and 2021 for
Riverside’s Water Utility (Water Utility), an enterprise fund of the City. We encourage readers to consider the information
presented here in conjunction with additional information furnished in our financial statements, which begin on page 91 of
this report. All amounts, unless otherwise indicated, are expressed in thousands of dollars.

FINANCIAL HIGHLIGHTS

e Governmental Accounting Standards Board No. 87, Leases (GASB 87) - For the year ended June 30, 2022, the
financial statements include the adoption of GASB Statement No. 87, Leases. The primary objective of this statement
is to enhance the relevance and consistency of information about governments' leasing activities. This statement
establishes a single model for lease accounting based on the principle that leases are financings of the right to use an
underlying asset. Under this statement, a lessee is required to recognize a lease liability and an intangible right-to-use
lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources. For additional
information, refer to Notes 1, 3, and 11.

e Retail sales, net of uncollectibles/recovery were $72,452 and $70,847 for the fiscal years ended June 30, 2022 and
2021, respectively. The increase in sales was primarily due to the rate plan increase, offset by the decrease in
consumption.

e Total revenue includes the accounting standard for fair market value adjustment of investments, which will continue to
fluctuate based on market valuations. The adjustment was $(1,922) and $(534) in June 30, 2022 and 2021,
respectively.

e Operating expense reflects a non-cash pension accounting standard adjustment, which will continue to fluctuate based
on yearly actuarial information provided by the California Public Employees' Retirement System (CalPERS). The
adjustment was $(4,891) and $(1,107) in June 30, 2022 and 2021, respectively.

e Operating expense reflects a non-cash postemployment benefit other than pension (OPEB) accounting standard
adjustment, which will continue to fluctuate based on yearly actuarial information provided by CalPERS. The
adjustment was $210 and $73 in June 30, 2022 and 2021, respectively.

e Net pension liabilities decreased by $12,203 and net pension assets increased by $8,809, due to the elimination of the
CalPERS net pension liability to net pension asset, primarily driven by an increase in investment earnings as of
measurement date June 30, 2022.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Water Utility’s financial statements. The Water
Utility is a department of the City, and its activities are recorded in a separate enterprise fund. These financial statements
include only the activities for the Water Utility and provide comparative information for the last two fiscal years. Information
on city-wide financial results is available in the City’s Annual Comprehensive Financial Report (ACFR).

The Water Utility’s financial statements are comprised of two components: 1) financial statements, and 2) notes to the
financial statements. In addition, this report also contains other supplementary information to provide the reader with
additional information about the Water Utility, including historical sales, operating activities, and other relevant data.

Included as part of the financial statements are three separate statements, which collectively provide an indication of the
Water Utility’s financial health.

The Statements of Net Position present information on all of the Water Utility’s assets, liabilities, deferred inflows and
outflows of resources and net position. The Statements of Net Position provide information about the nature and amount of
the Water Utility’s resources and obligations at a specific point in time.

The Statements of Revenues, Expenses and Changes in Net Position report all of the Water Utility’s revenues and
expenses for the periods shown.

The Statements of Cash Flows report the cash provided and used by operating activities, as well as other cash sources,
such as investment income and debt financing. They also report other cash uses such as payments for bond principal and
capital additions and improvements.
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WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

The Notes to the Financial Statements provide additional information that is essential to a full understanding of the data
provided in the Water Utility's financial statements. The Notes to the Financial Statements begin on page 96 of this report.

CORONAVIRUS DISEASE 2019 (COVID-19)

In December 2019, an outbreak of a novel strain of coronavirus (COVID-19) spread to a number of countries, including the
United States (U.S.). On March 11, 2020, the World Health Organization characterized COVID-19 as a pandemic. In
addition, several states in the U.S., including California, declared a state of emergency. Potential impacts to the City future
tax revenues include disruptions or restrictions on current employees’ ability to work. Any of the foregoing could negatively
impact revenues and the City currently cannot anticipate all of the ways in which this health epidemic, COVID-19, could
adversely impact our government agency. Potential impacts will continue to be monitored.

CORONAVIRUS AID, RELIEF, AND ECONOMIC SECURITY ACT (CARES)

On March 27, 2020, President Trump signed the Coronavirus Aid, Relief, and Economic Security Act into law to provide
emergency appropriations during the Coronavirus pandemic. The CARES Act represented the third package of assistance
from the federal government, providing $2.2 trillion in economic relief to individuals, families, businesses, and nonprofit
organizations. Funding for governments was also included through the creation of the Coronavirus Relief Fund, which
allocated $150 billion to various State, local and Tribal governments. The Coronavirus Relief Fund (CRF) was distributed
to State, local and Tribal governments based on relative population. Local governments with a population of 500,000 or
more were eligible to receive a direct allocation from the CRF. Given the population threshold, the City was not eligible to
receive a direct allocation.

Throughout the COVID-19 pandemic, the Big City Mayors (BCM) met with federal and state elected officials to advocate
for much needed assistance. As part of this effort, the BCM engaged the State’s legislative leaders and Governor to solicit
support for the creation of a dedicated funding opportunity for the seven cities (Long Beach, Oakland, Bakersfield,
Anaheim, Santa Ana, Riverside, and Stockton) of the coalition that did not receive a direct allocation from the CRF due to
population size. This targeted advocacy effort resulted in the inclusion of a specific $225 million set-aside for these seven
cities as part of the State budget with the City of Riverside receiving an allocation of approximately $28 million. The
CARES Act spending plan was approved by City Council on August 4, 2020 and on July 13, 2021, a final CARES Act
expenditure report was presented to City Council.

AMERICAN RESCUE PLAN ACT (ARPA)

On March 11, 2021, President Biden passed the $1.9 trillion American Rescue Plan Act (ARPA) that is sending checks to
families and offering small business support to drive up demand and counter the country’s high unemployment. The ARPA
established Coronavirus State Fiscal Recovery Fund and Coronavirus Local Fiscal Recovery Fund, which provides a
combined $350 billion in assistance to eligible state, local, territorial, and Tribal governments to assist in the economic and
health recovery by providing resources to address impacts resulting from the crisis. The City will receive one-time fund of
approximately $73.5 million from ARPA.

STATE FUNDING PROGRAM

The Legislature passed nearly $2 billion in funding to address statewide energy, water, and wastewater utility arrearages.
On July 22, 2021, Governor Newsom signed AB 148, which created the California Water and Wastewater Arrearage
Management Program (CWWAPP) to administer funding for water/wastewater utility customer arrearages. The State
Water Resources Control Board is administrating these programs. The Water Utility applied for CWWAPP assistance on
behalf of water customers who incurred a past due balance of 60 days or more on their energy bill during the COVID-19
pandemic relief period covering March 4, 2020, through June 15, 2021. On December 22, 2021, $1.9M in CWWAPP
benefits was applied to the Water Utility customer accounts.

As of 2022 City and the Water Utility are continuing to monitor and assess the effects of the COVID-19 pandemic on our
government agency and the public. The City and the Water Utility are pursuing all available of programs to assists with
impacts of the pandemic. For additional information, refer to the City's “Annual Comprehensive Financial Report.”
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WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

WATER UTILITY FINANCIAL ANALYSIS
CONDENSED STATEMENTS OF NET POSITION

2022 2021 2020

Current and other assets $ 174,574 $ 92,883 $ 92,188
Capital assets 508,310 499,636 499,485
Deferred outflows of resources 9,647 14,528 37,963

Total assets and deferred outflows of resources 692,531 607,047 629,636
Long-term debt outstanding 239,544 250,728 261,353
Other liabilities 32,469 47,195 63,847
Deferred inflows of resources 98,214 764 3,801

Total liabilities and deferred inflows of resources 370,227 298,687 329,001
Net investment in capital assets 293,641 291,541 291,659
Restricted 10,988 10,599 10,186
Unrestricted 17,675 6,220 (1,210)

Total net position $ 322,304 $ 308,360 $ 300,635

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

2022 compared to 2021 The Water Utility’s total assets and deferred outflows of resources were $692,531, reflecting an
increase of $85,484 (14.1%) primarily due to the following:

e Current and other assets, comprised of restricted and unrestricted assets, had a net increase of $81,691, primarily due
to an increase of $82,983 in lease receivable related to the implementation of GASB 87, an increase of $8,809 in net
pension asset as a result of pension accounting standards, and an increase of $6,129 in unrestricted cash and cash
equivalents, primarily due to positive operating result, offset by a decrease of $15,442 in restricted cash and cash
equivalents due to the use of bond proceeds for capital projects. Additional information on GASB 87 can be found in
Note 11.

e Capital assets increased by $8,674 as a result of an increase in additions and improvements to the Water distribution
infrastructure system to improve service and reliability to Water Utility's customers, offset by an increase in current
years depreciation. Additional capital asset information can be found in the “Capital Assets and Debt Administration”
section.

e Deferred outflows of resources decreased by $4,881, primarily due to a decrease of $2,630 in the fair market value of
derivatives, a decrease of $1,841 in deferred outflows related to pension as a result of pension accounting standards,
and a decrease of $266 in loss on refunding due to the amortization.

2021 compared to 2020 Total assets and deferred outflows of resources were $607,047, reflecting a decrease of $22,589
(3.6%) over prior year. Current and other assets, comprised of restricted and unrestricted assets, had a net increase of
$695, primarily due to an increase of $4,441 in accounts receivable and an increase of $4,969 in unrestricted cash and
cash equivalents. The increase is offset by a decrease of $8,327 in restricted cash and cash equivalents. Capital assets
increased by $151 as a result of an increase in additions and improvements to the Water distribution infrastructure system
to improve service and reliability to Water Utility's customers, offset by an increase in current years depreciation. Deferred
outflows of resources decreased by $23,435, primarily due to a decrease of $21,698 in deferred outflows related to
pension as a result of payment outflow of the 2020 Pension Obligation Bond Series A, and a decrease of $314 in loss on
refunding due to the amortization.
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WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

LIABILITIES AND DEFERRED INFLOWS OF RESOURCES

2022 compared to 2021 The Water Utility’s total liabilities and deferred inflows of resources were $370,227, an increase
of $71,540 (24.0%) primarily due to the following:

e Long-term debt outstanding decreased by $11,184, primarily due to principal payments on revenue bonds, pension
obligation bonds, note payable and financed purchases. Additional debt information can be found in the “Capital
Assets and Debt Administration” section.

e Other liabilities decreased by $14,726, primarily due to a decrease of $12,203 in net pension liability due to the
elimination of the CalPERS net pension liability to net pension asset, a decrease of $3,037 in derivative instruments
due to a decrease in the fair market value of interest rate swaps, and a decrease of $1,202 in unearned revenues with
the City of Corona, offset by an increase of $601 in accrued interest payable, an increase of $568 in the current portion
of long-term obligations, and an increase in accounts payable and other accruals of $446. Additional information on
note payable can be found in Note 4 of the accompanying financial statements.

e Deferred inflows of resources increased by $97,450, primarily due to the implementation of GASB 87, and pension
related adjustments, which included the changes in assumptions, the differences between expected and actual
experience and the change in projected versus actual earnings on pension plan investments as determined by the
plan actuary.

2021 compared to 2020 Total liabilities and deferred inflows of resources were $298,687, reflecting a decrease of
$30,314 (9.2%). Long-term debt outstanding decreased by $10,625, primarily due to a decrease in revenue bonds
payable, note payable and leases payable. Other liabilities decreased by $16,652, primarily due to decrease of $19,637 in
net pension liability, a decrease of $2,091 in derivative instruments due to a decrease in the fair market value of interest
rate swaps, offset by an increase of $2,305 in unearned revenues with the City of Corona, an increase in accounts payable
and other accruals of $874, and an increase of $714 in the current portion of long-term obligations. Deferred inflows of
resources decreased by $3,037, primarily due to pension related adjustments, which included the changes in assumptions,
the differences between expected and actual experience and the change in projected versus actual earnings on pension
plan investments as determined by the plan actuary.

NET POSITION

2022 compared to 2021 The Water Utility’s total net position, which represents the difference between the Water Utility’s
total assets and deferred outflows of resources less total liabilities and deferred inflows of resources, totaled $322,304, an
increase of $13,944 (4.5%).

e The largest portion of the Water Utility’s total net position, which is its investment in capital assets of $293,641
(91.1%), had an increase of $2,100 from prior year. Investment in capital assets reflects the Water Utility’s investment
in treatment, pumping, source of supply, transmission and distribution facilities, less any related outstanding debt used
to acquire these assets. Additional capital asset information can be found in the “Capital Assets and Debt
Administration” section.

e The restricted portion of net position totaled $10,988 (3.4%), reflecting an increase of $389 and represents resources
that are subject to external restrictions on how they may be used. The increase was primarily due to an increase in
restricted debt service reserve. Restricted net position is reserved for items such as debt repayment and funds
collected for Water Conservation Programs, and other legally restricted assets.

e The unrestricted portion of net position totaled $17,675 (5.5%) an increase of $11,455 from prior year, primarily
attributable to positive operating results. Unrestricted net position may be used to meet the Water Utility’s ongoing
operational needs and obligations to customers and creditors.

2021 compared to 2020 Total net position increased by $7,725 (2.6%), to $308,360. The investment in capital assets of
$291,541 (94.5%), had a decrease of $118 and is consistent with prior year. The restricted portion of net position totaled
$10,599 (3.4%), reflecting an increase of $413, primarily due to an increase in restricted debt service reserve. Restricted
net position is reserved for items such as debt repayment and funds collected for Water Conservation Programs, and
other legally restricted assets. The unrestricted portion of net position totaled $6,220 (2%), an increase of $7,430 from
prior year, primarily attributable to positive operating results. Unrestricted net position may be used to meet the Water
Utility’s ongoing operational needs and obligations to customers and creditors.
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WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

CONDENSED STATEMENTS OF CHANGES IN NET POSITION

2022 2021 2020
Revenues:
Retail sales, net $ 72,452 $ 70,847 $ 61,683
Other revenues 12,336 12,532 10,862
Investment (loss) income 61 (1) 2,073
Capital contributions 5,693 3,062 3,129
Total revenues 90,542 86,440 77,747
Expenses:
Operations and maintenance 36,366 39,143 41,845
Purchased energy 6,863 6,523 5,583
Depreciation 16,179 16,346 16,010
Amortization 11 - -
Interest expense and fiscal charges 9,471 9,731 9,857
Total expenses 68,890 71,743 73,295
Transfers:
Transfers to the City's general fund (7,708) (6,972) (6,518)
Total Transfers (7,708) (6,972) (6,518)
Changes in net position 13,944 7,725 (2,066)
Net position, July 1 308,360 300,635 302,701
Net position, June 30 $ 322,304 $ 308,360 $ 300,635

83



WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

REVENUES BY SOURCES
June 30, 2022 June 30, 2021

= Retail Sales 80% = Retail Sales 82%

m Other 14% m Other 14%

w Capital Contributions 6% = Capital Contributions 4%

m Investment Income <1% = Investment Income (loss) <1%

2022 compared to 2021 The Water Utility’s total revenues of $90,542 increased by $4,102 (4.7%) primarily due to the
following changes:

Retail sales (residential, commercial, industrial, and others), net of uncollectibles/recovery, totaled $72,452, an
increase of $1,605 (2.3%) from prior fiscal year. Retail sales continue to be the primary revenue source for the Water
Utility. The increase was due to the rate plan increase, offset by a 2.1% decrease in consumption.

Other revenues of $12,336 decreased by $196 (1.6%), primarily due to a decrease of $2,235 in wholesale water sales,
offset by an increase of $1,586 related to the SCE Utility billing indifference settlement related to renewable energy self
generation bill and an increase of $608 in water conveyance revenue.

Capital contribution of $5,693 increased by $2,631 (85.9%), mainly due to the donated assets related to transmission
mains, fire hydrants and services.

Investment income (loss) of $61 increased by $62 (100%) due to the leases interest income related to the
implementation of GASB 87, see Note xx for further details.

2021 compared to 2020 The Water Utility’s total revenues of $86,440 increased by $8,693 (11.2%) primarily due to the
following changes:

Retail sales (residential, commercial, industrial, and others), net of uncollectibles/recovery, totaled $70,847, an
increase of $9,164 (14.9%) from prior fiscal year. Retail sales continue to be the primary revenue source for the Water
Utility. The increase was due to the rate plan increase and a 10.32% increase in consumption.

Other revenues of $12,532 increased by $1,670 (15.4%), primarily due to an increase in water wholesale revenue from
Western Municipal Water District (WMWD).

Capital contribution of $3,062 decreased by $67 (2.1%) and is consistent with prior year.

Investment income (loss) of ($1) decreased by $2,074 (100%) due to a lower overall interest rate in the current fiscal
year and the accounting standard for fair market value adjustment of investments.
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WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

EXPENSES BY SOURCES
June 30, 2022 June 30, 2021

= Operations 39% m Operations 42%

u Depreciation 21% m Depreciation 21%

u Interest Expense 12% u Interest Expense 12%

u Contributions to the City's General Fund 10% u Confributions to the City's General Fund 9%
m Purchased Energy 9% u Maintenance 8%

= Maintenance 8% w Purchased Energy 8%

u Amortizataion <1%

2022 compared to 2021 The Water Utility’s total expenses, excluding general fund transfer, were $68,890, a decrease of
$2,853 (4.0%). The decrease was primarily due to the following:

e Operations and maintenance expenses of $36,366 decreased by $2,777 (7.1%), mainly due to a non-cash pension
adjustment as a result of pension accounting standards.

e Purchased energy and water expenses of $6,863 increased by $340 (5.2%) from prior year, primarily attributable to an
increase in the electric and chemical costs.

2021 compared to 2020 The Water Utility’s total expenses, excluding general fund transfer, were $71,743, a decrease of
$1,552 (2.1%). The decrease was primarily due to the following:

e Operations and maintenance expenses of $39,143 decreased by $2,702 (6.5%), mainly due to a non-cash pension
adjustment of ($1,107) compared to prior year non-cash pension adjustment of $1,046 as a result of pension
accounting standards.

e Purchased energy and water expenses of $6,523 increased by $940 (16.8%) from prior year, primarily attributable to
an increase in the electric costs.

TRANSFERS

Pursuant to the City's Charter and the voter approval of Measure A on June 4, 2013, the Water Utility may transfer up to
11.5 percent of prior year's gross operating revenues, including adjustments, to the City’s general fund. The City uses
these funds to help provide needed public services to the residents of the City, including police, fire, parks, libraries and
other benefits. The Water Utility transferred $7,708 and $6,972 for 2022 and 2021, respectively based on the gross
operating revenue provisions in the City’s Charter.
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WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

CAPITAL ASSETS AND DEBT ADMINISTRATION
CAPITAL ASSETS

The Water Utility’s investment in capital assets includes investments in source of supply, pumping, treatment, transmission
and distribution facilities, land, intangibles, construction in progress, and right to use assets as well as general items such
as office equipment, furniture, etc.

The following table summarizes the Water Utility’s capital assets, net of accumulated depreciation, as of June 30:

2022 2021 2020
Utility plant
Source of supply $ 55,231 $ 54,424 $ 53,648
Pumping 19,445 20,146 18,726
Treatment 25,868 27,122 28,284
Transmission and distribution 333,483 332,467 339,018
General 4,514 3,032 3,486
Land 20,841 20,841 20,841
Intangibles 11,005 11,469 12,141
Construction in progress 37,907 30,135 23,341
Total utility plant 508,294 499,636 499,485
Right to use lease assets
Machinery and equipment 16 - -
Total capital assets $ 508,310 $ 499,636 $ 499,485

2022 compared to 2021 The Water Utility’s investment in capital assets, net of accumulated depreciation, was $508,310,
an increase of $8,674 (1.74%) from prior year. The increase resulted primarily from the increase in construction in
progress. The Water Utility's significant capital projects include the following:

e $10,414 in distribution pipelines, such as main replacements, distribution system facilities replacement and system
expansion.

e $5,343 in well projects, such as potable irrigation well replacements and facility rehabilitation.
e $2,722 in distribution facilities, such as pump station replacements and meters.
e $2,190 in well projects, such as potable irrigation well replacements and facility rehabilitation.

2021 compared to 2020 The Water Utility's investment in capital assets, net of accumulated depreciation, was $499,636,
an increase of $151 (0.03%) from prior year. The increase resulted primarily from the increase in construction in progress.
Significant capital projects included $7,700 in distribution pipelines, $1,211 in well projects, and $2,345 in distribution
facilities.

Additional information regarding capital assets can be found in Note 3 of the accompanying financial statements.

86



WATER UTILITY:
MANAGEMENT'S DISCUSSION AND ANALYSIS

DEBT ADMINISTRATION

The following table summarizes outstanding long-term debt as of June 30:

2022 2021 2020

Revenue bonds $ 192,190 $ 198,830 $ 205,165
Unamortized bond premium 17,472 18,476 19,714
Pension obligation bonds 21,287 22,363 23,035
Contracts payable 933 1,067 1,019
Financed purchases 1,218 1,445 1,666
Note payable 16,639 18,138 19,524
Less: Current portion of outstanding debt (10,195) (9,591) (8,770)

Total $ 239,544 $ 250,728 $ 261,353

The Water Utility's bond indentures require a minimum debt service coverage ratio, as defined by the bond covenants, of
1.25. The Water Utility's debt service coverage ratio was 2.23, 2.25, and 1.80 at June 30, 2022, 2021, and 2020,
respectively. The debt is backed by the revenues of the Water Utility. Debt service coverage ratio decreased at June 30,
2022 due to an increase in debt service requirements. For additional information, see Note 4 of the accompanying financial
statements and the Key Historical Operating Data section.

2022 compared to 2021 The Water Utility’s long-term debt decreased by $11,184 (4.5%) to $239,544 as a result of the
current year principal payments and amortization of bond premiums.

2021 compared to 2020 The Water Utility’s long-term debt decreased by $10,625 (4.1%) to $250,728 as a result of the
principal payments of the 2019A Water Revenue Refunding Bonds, the 2020 Obligation Bond Series A, and note payable.

Additional information on the Water Utility's long-term debt can be found in Note 4 of the accompanying financial
statements.

CREDIT RATINGS

The Water Utility maintains credit ratings of “AA+”, “AA+” and “Aa2” from S&P Global Ratings (S&P), Fitch Ratings (Fitch)
and Moody’s, respectively. These ratings reflect the Water Utility’'s strong financial performance, advantageous water
supply, investments in infrastructure and rate competitiveness, among many other factors.

REGULATORY, LEGISLATIVE FACTORS, AND RATES

Utilities are faced with ongoing regulatory and legislative mandates enacted at the federal and state level that will have
significant impacts on the operations of the Water Utility.

The State of California has experienced unprecedented drought conditions in recent years resulting in severe impacts to
California’s water supplies and its ability to meet all of the demands for water in the State. The Water Utility is very
fortunate as a water provider in California in that the Water Utility owns, operates and maintains its own water supply and
is not typically dependent on imported water from outside sources. The Water Ultility currently has sufficient water supplies
to meet customer needs even during severe drought conditions; however, the aquifers the Water Utility draws from are
experiencing historic low levels. The Water Utility has responded by continuing to offer a wide variety of water conservation
programs for its customers in an effort to conserve its water resources.

The Water Utility continues to offer customers a wide variety of water conservation programs that help reduce their water
usage and utility costs, and help the City meet State mandates and be more sustainable. These programs provide rebates
for residents and businesses to help them save money by conserving water. In an effort to streamline and automate the
rebate process, the City formed a partnership with Metropolitan Water District of Southern California to administer and
process rebates for high-efficiency toilets, clothes washers, irrigation controllers and many other water-saving devices.

To further provide comprehensive resources and guidance as to how to implement water efficiency practices at residents
and businesses, the Water Utility, in partnership with the City created the Street Park Turf Conversion and Demonstration
Garden at the Janet Goeske Center. The Demonstration Garden allows residents and businesses to interact with water
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conservation materials and techniques that conserve water, elevate customer awareness, increase incentive program
participation, provide educational opportunities and demonstrate water conservation best practices.

The Water Utility's water conservation and efficiency programs have assisted the residents and business to save
23,240,249 gallons of water for the period from July 2021 to June 2022.

The Water Utility’s long-range water supply planning includes significant contributions of both conservation and recycled
water. The behavioral changes instituted through conservation and water use efficiency should have some permanent
impact. Changes in landscape patterns and uses will have permanent and on-going impacts to water use. Continuing
conservation measures could negatively impact the Water Utility revenues and has been addressed in the recent cost of
service analysis conducted by the Water Utility.

WATER CONSERVATION

On November 10, 2009, the Governor signed SBX7-7, which focused on reducing urban (municipal) water use, mainly
through reductions in residential potable water use, throughout California. The Water Utility's 2015 Urban Water
Management Plan (UWMP) reported its Baseline Water Use and calculated its 2020 Urban Water Use Target. In its 2020
UWMP, the Water Utility demonstrated its compliance with SB X7-7 by showing actual 2020 water use below its 2020
Urban Water Use Target.

On May 31, 2018, Governor Jerry Brown signed long-term water-use efficiency bills Senate Bill 606 and Assembly Bill
1668 into law to establish a long-term foundation for water use efficiency and drought planning.

Under AB 1668 and SB 606, the City must set, meet and report water use objectives for its service area using a water
budget-based approach by 2024. In addition, the City must conduct and submit an Annual Water Supply and Demand
Assessment report starting in 2022 and a Drought Risk Assessment every 5 years as part of its Urban Water Management
Plan.

WATER STANDARDS

The development of new and increasingly stringent drinking water regulations by the California Environmental Protection
Agency (CalEPA) and the U.S. Environmental Protection Agency (USEPA) are significantly impacting water supply costs
throughout the state and the nation. New chemical and biological contaminants are being discovered through more
sophisticated research techniques and improved analytical methods. In addition, public health and environmental agencies
are now evaluating how anthropogenic factors are impacting our water supplies. Pesticides, pharmaceuticals, and
personal care products are being evaluated at trace levels, which can be orders of magnitude lower than what was
achievable 20 years ago. As a result, water treatment costs are increasing as federal and state legislators and regulators
try to balance public health risk with affordable water supply costs.

On July 21, 2020, the USEPA published a final action to withdraw the Agency’s 2011 regulatory determination to regulate
perchlorate after finding that perchlorate did not occur with a frequency and at levels of public health concern within the
meaning of the Safe Drinking Water Act, and that development of a regulation did not present a meaningful opportunity for
health risk reduction for persons served by public water systems. However, the State of California began regulating
perchlorate in 2007 with a MCL set at 6 parts per billion (“ppb”) and a detection level for purposes of reporting (DLR) of 4
ppb. Beginning July 1, 2021, the DLR was lowered to 2 ppb and will be lowered to 1 ppb effective January 1, 2024. After
data is collected at these lower DLR’s evaluation of the perchlorate MCL, and possible need for reduction, will occur. A
reduction in the perchlorate standard could impact the Water Utility’s water supply costs.

In December 2016, the USEPA completed its third review of existing National Primary Drinking Water Regulations
(NPDWR) (i.e., the Six-Year Review 3). The USEPA determined that 68 of the 76 NPDWR remain appropriate (i.e., do not
need to be revised) and that eight NPDWRs are candidates for regulatory revision. These eight NPDWRs are included in
the Stage 1 and the Stage 2 Disinfectants and Disinfection Byproducts Rules, the Surface Water Treatment Rule, the
Interim Enhanced Surface Water Treatment Rule and the Long Term 1 Enhanced Surface Water Treatment Rule. The
eight NPDWRs are chlorite, Cryptosporidium, Giardia lamblia, haloacetic acids (HAA5), heterotrophic bacteria, Legionella,
total trihalomethanes (TTHM) and viruses. Any revision resulting in the lower of these standards may impact the Water
Utility's water supply costs. In June 2020, the USEPA began collecting contaminant occurrence data and treatment
technique information for its fourth, six-year review which is anticipated to be completed in 2023.

On December 14, 2017, the State Water Resources Control Board (SWRCB) adopted an MCL for 1,2,3-Trichloropropane
(*1,2,3-TCP) of 0.000005 mg/L or 5 parts per trillion (ppt). Water Quality Monitoring was initiated in 2018. To date, seven of
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the City’s potable wells show detections of 1,2,3-TCP that exceed the MCL. These wells extract water from the same
aquifers that are contaminated by other known anthropogenic chemicals and are currently being treated by existing GAC
treatment facilities.

Perfluorooctanoic acid (PFOA) and perfluorooctane sulfonic acid (PFOS) are fluorinated organic chemicals which are part
of a family of compounds referred to as per- and polyfluoroalkyl substances (PFAS). PFAS are synthetic compounds that
are water and lipid resistant and are useful for a variety of manufacturing processes and industrial applications. In May
2016, the USEPA issued a lifetime health advisory for PFOA and PFOS in drinking water of a combined level of 70 ppt. In
February 2021, the USEPA determined to move forward with the process of implementing a national primary drinking
water regulation for PFOA and PFOS. In June 2022, the USEPA released 4 drinking water Health Advisories for PFAS and
plans to propose additional PFAS regulations in the fall of 2022. The Health Advisories for GenX and PFBS are 10 and
2,000 ppt respectively. Interim Health Advisories for PFOA and PFOS are 0.004 and 0.02 ppt respectively. In addition, the
USEPA proposed designating PFOA and PFOS as hazardous substances under CERCLA which would increase
transparency and hold polluters accountable however, could also increase disposal costs for spent GAC or IX media used
to remove PFAS.

With respect to California, in August 2019, the SWRCB-DDW established Notification Levels for PFOA and PFOS of 5.1
and 6.5 ppt, respectively, and in February 2020, DDW issued updated drinking water response levels of 10 ppt for PFOA
and 40 ppt for PFOS based on a running four-quarter average. On February 6, 2020 the SWRCB tasked OEHHA to set
advisory limits for perfluorohexane sulfonic acid (PFHxS), perfluorobutane sulfonic acid (PFBS), perfluorohexanoic acid
(PFHxA), perfluoroheptanoic acid (PFHpA), perfluorononanoic acid (PFNA), perfluorodecanoic acid (PFDA), and 4,8-
dioxia-3H-perfluorononanoic acid (ADONA), in addition to PFOS and PFOA. On March 5, 2020 PFBS was issued a
notification level of 500 ppt and a response level of 5000 ppt, by the SWRCB. In June 2021, the Office of Environmental
Health Hazard Assessment (OEHHA) released a draft PHG for PFOA and PFOS at 0.007 ppt and 1 ppt respectively.
Following OEHHA'’s March 2022 recommendations on PFHxS, the SWRCB-DDW is proposing a Notification Level of 3 ppt
and a Response Level of 20 ppt that will likely be officially announced in late September of 2022.

The City believes that PFAS have been in the groundwater basins from which the City draws water in very low
concentrations for many years. Recent technological advances enabled water agencies to detect PFAS compounds at
such low concentrations. The City’s goal is to remain below the Notification Levels, which are lower than the Response
Level. Many of the City’'s wells with detections of PFAS also extract water from the same aquifers that are contaminated by
other known anthropogenic chemicals and are currently being treated by existing treatment facilities. Beginning fall 2019,
the Board approved the expenditure of approximately $850,000 to test new treatment technologies, assess the feasibility
of resurrecting an abandoned treatment plant to treat a well field with high levels of PFAS and develop a long-term water
treatment strategy. The Board’s review and approval of contracts within the original approved project is ongoing.

The Water Utility will continue to monitor the progress of the proposed standard changes and will advocate for standards
that protect human health and are based on the best available science.

CLEAN WATER ACT

In April 2020, the US EPA and US Army published the Navigable Waters Protection Rule to define “Waters of the United
Sates.” The published rule streamlined the definition so that it includes four simple categories of jurisdictional waters,
provides clear exclusions for many water features that traditionally have not been regulated, and defines terms in the
regulatory text that have never been defined before. This definition was different from that of the 2015 Clean Water Rule
which would have expanded the scope of Federal jurisdiction. However, in June 2021, the USEPA and Department of the
Army announced their intent to initiate a new rulemaking process that restores the protections in place prior to the 2015
rule and develops a new rule to establish a durable definition of “Waters of the US” that reflects consideration of prior
Supreme Court decisions. This rulemaking process follows a review conducted by the agencies as directed by the January
20, 2021 Executive Order 13990 on “Protecting Public Health and the Environment and Restoring Science to Tackle the
Climate Crisis.” The public comment period closed in February 2022.

FIVE-YEAR WATER RATE PLAN

On May 22, 2018, the City Council approved a new five-year Water Rate Plan, which includes system average annual rate
increases. The first annual rate increase was effective July 1, 2018 with the following four years effective on July 1 of each
year. The approved five-year Water Rate Plan includes annual reviews of the adopted rates by City Council. The system
average rate increase effective July 1, 2018 was 4.50%, followed by system average rate increases of 5.75% in years two
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through four, and a system average rate increase of 6.50%, effective July 1, 2022, in the final year of the rate plan. The
Water Rate Plan included a redesign of water rates over a five-year period to better align with its cost of serving customers
and its revenue requirement. The water rate restructuring was designed to provide financial stability and correct the
imbalance of costs versus revenue recovery by increasing fixed cost recovery through monthly service charges to reflect
the nature of underlying costs. Pursuant to City Council direction, the first annual review of rates was conducted in
February 2020 and annual review of rates to be conducted in January of each year thereafter. RPU has commenced a
new Water Cost of Service Analysis and Rate Design with anticipation of developing a new proposed five-year Water Rate
Plan, which includes system average annual rate increases.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Water Utility’s finances. Questions concerning any
information provided in this report or requests for additional financial information should be addressed to the Assistant
General Manager — Business Systems and Customer Service, Riverside Public Utilities, 3750 University Avenue, 3rd floor,
Riverside, CA 92501. Additional financial information can also be obtained by visiting www.RiversidePublicUtilities.com.

90



WATER UTILITY:

FINANCIAL STATEMENTS
STATEMENTS OF NET POSITION
June 30, June 30,
2022 2021
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES (in thousands)
NON-CURRENT ASSETS
Capital Assets:
Utility plant, net of accumulated depreciation (Note 3) $ 508,294 $ 499,636
Right to use assets, net of amortization (Note 3 & 14) 16 -
Total capital assets 508,310 499,636
Restricted assets:
Cash and cash equivalents at fiscal agent (Note 2) 4,666 20,108
Total non-current restricted assets 4,666 20,108
Other non-current assets:
Regulatory assets 880 934
Lease receivable (Note 14) 82,983 -
Net pension asset (Note 6) 8,809 -
Other long-term assets 2,925 3,225
Total other non-current assets 95,597 4,159
Total non-current assets 608,573 523,903
CURRENT ASSETS:
Unrestricted assets:
Cash and cash equivalents (Note 2) 49,076 42,947
Accounts receivable, less allowance for doubtful accounts
2022 $917; 2021 $514 13,004 14,420
Accrued interest receivable 248 85
Lease receivable (Note 14) 425 -
Prepaid expenses 199 238
Other current assets 300 300
Total unrestricted current assets 63,252 57,990
Restricted assets:
Cash and cash equivalents (Note 2) 7,557 7,435
Water Conservation Programs - cash and cash equivalents (Note 2) 3,330 3,039
Water Conservation Programs receivable 172 152
Total restricted current assets 11,059 10,626
Total current assets 74,311 68,616
Total assets 682,884 592,519
DEFERRED OUTFLOWS OF RESOURCES:
Deferred outflows related to pension (Note 6) 3,080 4,921
Deferred outflow related to other postemployment benefits (Note 7) 727 871
Changes in derivative values 812 3,442
Loss on refunding 5,028 5,294
Total deferred outflows of resources 9,647 14,528
Total assets and deferred outflows of resources $§ 692531 $ 607,047

See accompanying notes to the financial statements
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STATEMENTS OF NET POSITION

NET POSITION, LIABILITIES AND DEFERRED INFLOWS OF RESOURCES

June 30,
2022

June 30,
2021

(in thousands)

NET POSITION:
Net investment in capital assets
Restricted for:
Debt service (Note 8)
Water Conservation Programs
Unrestricted

Total net position
LONG-TERM OBLIGATIONS, LESS CURRENT PORTION (Note 4)

OTHER NON-CURRENT LIABILITIES:
Compensated absences (Note 5)
Net pension liability (Note 6)
Net other postemployment benefits liability (Note 7)
Derivative instruments (Note 4)
Regulatory liability
Lease liability (Note 14)

Total other non-current liabilities

CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS:
Accrued interest payable
Water Conservation Programs payable
Current portion of long-term obligations (Note 4)

Total current liabilities payable from restricted assets

CURRENT LIABILITIES:
Accounts payable and other accruals
Compensated absences (Note 5)
Customer deposits
Unearned revenue
Current portion of long-term obligations (Note 4)
Lease liability (Note 14)

Total current liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES:
Deferred inflows related to pension (Note 6)
Deferred inflows related to other postemployment benefits (Note 7)
Lease related items (Note 14)

Total deferred inflows of resources
Total net position, liabilities and deferred inflows of resources

See accompanying notes to the financial statements
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$ 293641 $ 291,541
7,557 7,435
3,431 3,164
17,675 6,220
322,304 308,360
239,544 250,728
668 1,120
- 12,203
4,286 4,550
2,646 5,683
4,096 3,689
11 -
11,707 27,245
2,009 1,408
71 28
8,510 7,942
10,590 9,378
4,410 3,964
1,905 1,599
1,022 1,013
1,145 2,347
1,685 1,649
5 -
10,172 10,572
272,013 297,923
14,814 533
562 231
82,838 -
98,214 764

$ 692531 § 607,047
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STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

For the Fiscal Years
Ended June 30,
2022 2021
(in thousands)

OPERATING REVENUES:

Residential sales $ 45,784 $ 44,781
Commercial sales 24,635 23,704
Other sales 2,446 2,357
Water conveyance revenue 3,672 2,964
Water Conservation Programs 1,000 1,067
Other operating revenue 3,098 5,379
Total operating revenues before uncollectibles 80,535 80,252
Estimated uncollectibles, net of bad debt recovery (413) 5
Total operating revenues, net of uncollectibles 80,122 80,257
OPERATING EXPENSES:
Operations 29,391 32,037
Maintenance 6,242 6,301
Purchased energy 6,863 6,523
Water Conservation Programs 733 805
Depreciation 16,179 16,346
Amortization 11 -
Total operating expenses 59,419 62,012
Operating income 20,703 18,245
NON-OPERATING REVENUES (EXPENSES):
Investment (loss) income 61 (1)
Interest expense and fiscal charges (9,471) (9,731)
Gain on sale of assets 709 120
Other 3,957 3,002
Total non-operating revenues (expenses) (4,744) (6,610)
Income (loss) before capital contributions and transfers 15,959 11,635
Capital contributions 5,693 3,062
Transfers out - contributions to the City's general fund (7,708) (6,972)
Total capital contributions and transfers (2,015) (3,910)
Change in net position 13,944 7,725
NET POSITION, BEGINNING OF YEAR 308,360 300,635
NET POSITION, END OF YEAR $ 322,304 $ 308,360

See accompanying notes to the financial statements
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STATEMENT OF CASH FLOWS
For the Fiscal Years
Ended June 30,
2022 2021

(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers and users $ 80,337 $ 78,233
Cash paid to suppliers for goods and services (32,039) (30,757)
Cash paid to employees for services (15,499) (14,640)
Net cash provided (used) by operating activities 32,799 32,836
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Transfers out - contributions to the City's general fund (7,708) (6,972)
Payment on pension obligation bonds (1,075) (672)
Other receipts from non-operating activities 1,496 1,138
Net cash provided (used) by non-capital financing activities (7,287) (6,506)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Purchase of utility plant (22,738) (16,509)
Proceeds from the sale of utility plant 713 132
Principal paid on long-term obligations (6,867) (6,557)
Interest paid on long-term obligations (9,004) (9,844)
Capital contributions 3,590 3,062
Lease Payments (5) -
Net cash provided (used) by capital and related financing activities (34,311) (29,716)
CASH FLOWS FROM INVESTING ACTIVITIES:
Income (loss) from investments (101) 28
Net increase (decrease) in cash and cash equivalents (8,900) (3,358)
Cash and cash equivlanets, beginning of year (including $30,582 and $38,909 at June 30, 2021 and
June 30, 2020 respectively, reported in restricted accounts) 73,529 76,887

Cash and cash equivalents, end of year (including $15,553 and $30,582 at June 30, 2022
and June 30, 2021 respectively, reported in restricted accounts) 3 64,629 $ 73,529

See accompanying notes to the financial statements
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STATEMENT OF CASH FLOWS
For the Fiscal Years
Ended June 30,
2022 2021

(in thousands)

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Operating income (loss) 20,703 18,245

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) NET CASH PROVIDED
(USED) BY OPERATING ACTIVITIES:

Depreciation 16,179 16,346
Amortization 11 -
(Increase) decrease in accounts receivable (227) (57)
(Increase) decrease in Water Conservation Programs receivable (20) 12
(Increase) decrease in utility billed receivable (242) (1,777)
(Increase) decrease in utility unbilled receivable 39 (359)
(Increase) decrease in intergovernmental receivable 1,846 (2,248)
(Increase) decrease in prepaid items 39 (13)
Increase (decrease) in accounts payable 26 893
Increase (decrease) in accrued payroll 180 (32)
Increase (decrease) in retainage payable 240 8
Increase (decrease) in compensated absences (146) 436
Increase (decrease) in Water Conservation Programs compensated absences - (6)
Increase (decrease) in unearned revenue (1,202) 2,305
Increase (decrease) in Water Conservation Programs payable 43 18
Increase (decrease) in deposits payable 9 100
Changes in net pension liability (asset) and related deferred inflows (outflows) of
resources (4,890) (1,108)
Changes in OPEB liability and related deferred outflows and inflows of resources 211 73
Net cash provided (used) by operating activities $ 32,799 § 32,836
SCHEDULE OF NON-CASH INVESTING, CAPITAL AND FINANCING ACTIVITIES:
Capital contributions - capital assets 2,103 -
Reduction of note payable including interest, offset by rent credit 1,890 1,864

See accompanying notes to the financial statements
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Water Utility exists under, and by virtue of, the City of Riverside (the City) Charter enacted in 1883. The Water Utility is
responsible for the production, transmission and distribution of water for sale in the City, except for certain areas served by
another water utility. The accompanying financial statements present only the financial position and the results of
operations of the Water Utility, which is an enterprise fund of the City, and are not intended to present fairly the financial
position and results of operations of the City in conformity with generally accepted accounting principles. However, certain
disclosures are for the City as a whole, since such information is generally not available for the Water Utility on a separate
fund basis. All amounts, unless otherwise indicated, are expressed in thousands of dollars.

BASIS OF ACCOUNTING

The Water Utility uses the accrual basis of accounting as required for enterprise funds with accounting principles generally
accepted in the United States of America as applicable to governments. The accounting records of the Water Utility are
also in conformity with the Uniform System of Accounts prescribed by the California Public Utilities Commission. The
Water Utility is not subject to the regulations of the California Public Utilities Commission.

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

IMPLEMENTATION OF NEW ACCOUNTING PRONOUNCEMENTS

GASB Statement No. 87, Leases - This Statement defines a lease as a contract that conveys control of the right to use
another entity’s nonfinancial asset (the underlying asset) as specified in the contract for a period of time in an exchange or
exchange-like transaction. It requires recognition of certain lease assets and liabilities, for leases that were previously
classified as operating leases, and establishes a single model for lease accounting. Under this statement, a lessee is
required to recognize a lease liability and an intangible right-to-use asset, and a lessor is required to recognize a lease
receivable and a deferred inflow of resources. For more discussion relating to the GASB implementations, see the notes in

the City’s Annual Comprehensive Financial Report for the fiscal year ended June 30, 2022.

In June 2017, the GASB issued Statement No. 87, Leases. This statement increases the usefulness of governments’
financial statements by requiring recognition of certain lease assets and liabilities for leases that previously were classified
as operating leases and recognized as inflows of resources or outflows of resources based on the payment provisions of
the contract. The requirements of this statement are effective for financial statements for periods beginning after
December 15, 2019. The Water Utility has implemented GASB 87 in this annual report.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
the reported amounts of revenues and expenses during a reporting period. Accordingly, actual results could differ from
those estimates.

REVENUE RECOGNITION

The Water Utility customers are billed monthly. Unbilled water service charges, including the Water Conservation
Programs, are recorded at year-end and are included in accounts receivable. Unbilled accounts receivable totaled $3,703
at June 30, 2022, and $3,743 at June 30, 2021.

An allowance for doubtful accounts is maintained for utility and miscellaneous accounts receivable. The balance in this
account is adjusted at fiscal year-end to approximate the amount anticipated to be uncollectible.

WATER UTILITY PLANT AND DEPRECIATION

The Water Utility defines capital assets as assets with an initial, individual cost of more than five thousand dollars and an
estimated useful life in excess of one year. Utility plant assets are valued at historical costs or estimated historical cost, if
actual historical cost is not available. Costs include labor; materials; allocated indirect charges such as engineering,
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

WATER UTILITY PLANT AND DEPRECIATION (CONTINUED)

supervision, construction and transportation equipment; retirement plan contributions and other fringe benefits. Contributed
plant assets are valued at estimated fair value on the date contributed. The cost of relatively minor replacements is
included in maintenance expense. Intangible assets that cost more than one hundred thousand dollars with useful lives of
at least three years are capitalized and are recorded at cost.

Depreciation is recorded over the estimated useful lives of the related assets using the straight-line method. The estimated
useful lives are as follows:

Supply, pumping and treatment plant..............ccoooi e 20-50 years

Transmission and distribution plant..............c i, 25-50 years

General plant and eqUIPMENT....... ... e 5-50 years

INEANGIDIES. ... e 5-15 years
RESTRICTED ASSETS

Proceeds of revenue bonds yet to be used for capital projects, as well as certain resources set aside for debt service, are
classified as restricted assets on the Statements of Net Position because their use is limited by applicable bond covenants.
Proceeds from financed purchase agreements yet to be used for the acquisition of capital equipment are also classified as
restricted assets because their use is legally restricted for a specific purpose. Generally, the Water Utility will first apply
restricted resources when expenses incurred for which both restricted and unrestricted resources are available.

In June 2004, the Water Ultility began collecting a surcharge for Water Conservation Programs. This surcharge was
approved by the City Council and was phased in over a three-year period with a 0.5 percent, 1.0 percent and 1.5 percent
surcharge effective June 1, 2004, 2005 and 2006, respectively, to be in effect for services rendered on or after June 1,
2004 through May 31, 2014. On April 22, 2014, the City Council approved continuation of the 1.5 percent surcharge
effective for the next ten years. The programs and services offered include conservation, education, and water use
efficiency programs; and research, development and demonstration programs to advance science and technology with
respect to water conservation. The activity associated with the surcharge is reflected in the accompanying financial
statements on the Statements of Net Position, Statements of Revenues, Expenses and Changes in Net Position, and
Statements of Cash Flows.

CASH AND INVESTMENTS

In accordance with the Water Utility policy, the Water Utility’s cash and investments, except for cash and investments with
fiscal agents, are invested in a pool managed by the Treasurer of the City. Cash accounts of all funds are pooled for
investment purposes to enhance safety and liquidity, while maximizing interest earnings. The Water Utility does not own
specific, identifiable investments of the pool. The pooled interest earned is allocated monthly based on the month end cash
balances.

The Water Utility values its cash and investments in accordance with provisions of GASB Statement No. 72, Fair Value
Measurement and Application, which requires governmental entities to use valuation techniques that are appropriate under
the circumstances and for which sufficient data are available to measure fair value. The techniques should be consistent
with one or more of the following approaches: the market approach, the cost approach or the income approach. Valuation
includes a hierarchy of inputs with three distinct levels. Level 1 are quoted prices in an active market for identical assets;
Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant unobservable inputs. The Water
Utility does not value any of its investments using level 3 inputs.

City-wide information concerning cash and investments as of June 30, 2022, including authorized investments, fair value
measurement and application, custodial credit risk, credit and interest rate risk for debt securities and concentration of
investments, carrying amount and market value of deposits and investments can be found in the notes to the City’s
financial statements in the City’s Annual Comprehensive Financial Report.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
DESIGNATED CASH RESERVES

The Riverside Public Utilities Cash Reserve Policy establishes several designated cash reserves in the Water Utility for
strategic purposes. Designated reserves are set aside for specific purposes determined by the Board of Public Utilities and
City Council. Designated reserves may be held for capital or operating purposes.

Designated cash reserve balances as of June 30, 2022 and 2021 were as follows: Property Reserve $5,804 and $5,203,
Recycled Water Reserve $1,158 and $1,151, Customer Deposits $832 and $770, and Capital Repair and Replacement
Reserve $2,363 and $2,340, respectively. The combined total for these reserves was $10,157 and $9,464 at June 30,
2022 and 2021, respectively and is included as a component of unrestricted cash and cash equivalents in the
accompanying Statements of Net Position.

DERIVATIVES

The Water Utility accounts for derivative instruments using GASB Statement No. 53, Accounting and Financial Reporting
for Derivative Instruments (GASB 53). This Statement requires the Water Utility to report its derivative instruments at fair
value. Changes in fair value for effective hedges are to be reported as deferred inflows and outflows of resources on the
Statements of Net Position. Changes in fair value of derivative instruments not meeting the criteria for an effective hedge,
or that are associated with investments are to be reported in the non-operating revenues section of the Statements of
Revenue, Expenses and Changes in Net Position.

The Water Utility has determined that its interest rate swaps associated with variable rate obligations are derivative
instruments under GASB 53. See Note 4 Long-Term Obligations for further discussion related to the Water Utility’s interest
rate swaps.

BOND PREMIUMS/DISCOUNTS AND GAINS/LOSSES ON REFUNDING

Bond premium/discounts and gains/losses on refunding (including gains/losses related to interest rate swap transactions)
are deferred and amortized over the term of the new bonds using the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Gains/losses on refunding are reported as deferred inflows or
outflows of resources.

CUSTOMER DEPOSITS

The City holds customer deposits as security for the payment of utility bills and plan check fee deposits for future water
connection. The Water Utility’s portion of these deposits as of June 30, 2022 and 2021 was $1,022 and $1,013,
respectively.

COMPENSATED ABSENCES

The accompanying financial statements include accruals for salaries, fringe benefits and compensated absences due to
employees at June 30, 2022 and 2021. The Water Utility treats compensated absences due to employees as an expense
and a liability of which a current portion is included in accounts payable and other accruals in the accompanying
Statements of Net Position. The amount accrued for compensated absences was $2,573 at June 30, 2022, and $2,719 at
June 30, 2021.

Employees receive 10 to 25 vacation days per year based upon length of service. A maximum of two years vacation
accrual may be accumulated, and unused vacation is paid in cash upon separation.

Employees primarily receive one day of sick leave for each month of employment with unlimited accumulation. Upon
retirement or death, certain employees or their estates receive a percentage of unused sick-leave paid in a lump sum
based on longevity.

INSURANCE PROGRAMS

The Water Utility participates in a self-insurance program for workers’ compensation and general liability coverage that is
administered by the City. The Water Utility pays an amount to the City based on actuarial estimates of the amounts
needed to fund prior and current year claims and incidents that have been incurred but not reported. The City maintains
property insurance on most City property holdings, including the Utility Plant with a shared limit of $1 billion.

City-wide information concerning risks, insurance policy limits and deductibles and designation of general fund balance for
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INSURANCE PROGRAMS (CONTINUED)
risks for the year ended June 30, 2022, may be found in the notes to the City’s financial statements in the City’s Annual
Comprehensive Financial Report.

Although the ultimate amount of losses incurred through June 30, 2022 is dependent upon future developments,
management believes that amounts paid to the City are sufficient to cover such losses. Premiums paid to the City by the
Water Utility were $975 and $417 for the years ended June 30, 2022 and 2021, respectively. Any losses above the City’s
reserves would be covered through increased rates charged to the Water Utility in future years.

EMPLOYEE RETIREMENT PLAN

The City contributes to the California Public Employees Retirement System (CalPERS), an agent multiple employer public
employee defined benefit pension plan. CalPERS provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. CalPERS acts as a common investment and
administrative agent for participating public entities within the State of California. Benefit provisions and all other
requirements are established by state statute and City ordinance.

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 of Riverside California Public Employees’
Retirement System plans (Plans) and additions to/deductions from the 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. Further details of employee retirement plan can be found in Note 6.

OTHER POSTEMPLOYMENT BENEFITS (OPEB)

OPEB refers to the benefits, other than pensions, that the City provides as part of an employee’s retirement benefits. The
net OPEB obligation is defined as the liability of employers contributing to employees for benefits provided through a
defined benefit OPEB plan that is administered through a trust. Further details for OPEB can be found in Note 7.

DEFERRED OUTFLOWS AND DEFERRED INFLOWS OF RESOURCES

When applicable, the Statements of Net Position will report a separate section for deferred outflows of resources. Deferred
outflows of resources represent outflows of resources (consumption of net position) that apply to future periods and that,
therefore, will not be recognized as an expense or expenditure until that time. Deferred outflows of resources consist of
changes in derivative values, loss on refunding, and deferred outflows related to pension and OPEB which include pension
contributions subsequent to the measurement date, difference between actual and actuarial determined contribution,
changes in assumptions and net differences between projected and actual earnings on pension plan investments.

Conversely, deferred inflows of resources represent inflows of resources (acquisition of net position) that apply to future
periods, therefore, are not recognized as an inflow of resources (revenue) until that time. Deferred inflows of resources
consist of deferred inflows related to pension and OPEB which include changes in assumptions, differences between
expected and actual experience, and net differences between projected and actual earnings on pension plan investments.

REGULATORY ASSETS AND DEFERRED REGULATORY CHARGES

In accordance with regulatory accounting criteria set forth in GASB Codification (GASB Statement No. 62), enterprise
funds that are used to account for rate-regulated activities are permitted to defer certain expenses and revenues that
would otherwise be recognized when incurred, provided that the Water Utility is recovering or expects to recover or refund
such amounts in rates charged to its customers. Accordingly, regulatory assets and/or deferred regulatory charges related
to debt issuance costs have been recognized in the Statements of Net Position.
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NET POSITION

The Water Utility’s net position represents the difference between assets and deferred outflows of resources less liabilities
and deferred inflows of resources, which is classified into the following three components:

Net investment in capital assets — this component consists of capital assets (net of accumulated depreciation) reduced
by the outstanding balance of any bonds or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets, excluding unspent bond proceeds.

Restricted — this component represents restricted assets less liabilities and deferred inflows related to those assets.
Restricted assets are recorded when there are limitations imposed by creditors (such as through debt covenants),
contributors, or laws or regulation of other governments or constraints imposed by law through constitutional provisions or
through enabling legislation.

Unrestricted — this component consists of net position that does not meet the definition of “restricted” or “net investment in
capital assets.”

CONTRIBUTIONS TO THE CITY’S GENERAL FUND

Pursuant to the City of Riverside Charter and the voter approval of Measure A on June 4, 2013, the Water Utility may
transfer up to 11.5 percent of prior year's gross operating revenues, including adjustments, to the City’'s general fund. In
fiscal years ended June 30, 2022 and 2021, $7,708 and $6,972, respectively was transferred representing 11.5 percent.

CASH AND CASH EQUIVALENTS

For the Statements of Cash Flows, cash and cash equivalents include all unrestricted and restricted highly liquid
investments with original purchase maturities of three months or less, and all bond construction proceeds available for
capital projects held at fiscal agent. Pooled cash and investments in the City’s Treasury represent monies in a cash
management pool. Such accounts are similar in nature to demand deposits and are classified as cash equivalents for the
purpose of presentation in the Statements of Cash Flows.

BUDGETS AND BUDGETARY ACCOUNTING

The Water Utility presents, and the City Council adopts, a biennial budget. The proposed budget includes estimated
expenses and forecasted revenues. The City Council normally adopts the Water Utility's budget in June biennially via
resolution, however due to the shift from an incremental budget methodology to a priority-based budgeting methodology in
FY 2022/23, the City adopted a one-year budget for FY 2021/22.

LEASES

Leases are defined by the general government as the right to use an underlying asset. As lessee, the Water Utility
recognizes a lease liability and an intangible right-of-use lease asset at the beginning of a lease period unless the lease is
considered a short-term lease or transfers ownership of the underlying asset. Right-of-use lease assets are measured
based on the net present value of the future lease payments at inception, using the weighted average cost of capital, which
approximate the incremental borrowing rate. Re-measurement of a lease liability occurs when there is a change in the
lease term and/or other changes that are likely to have a significant impact on the lease liability. The Water Utility
calculates the amortization of the discount on the lease liability and report that amount as outflows of resources. Payments
are allocated first to accrued interest liability and then to the lease liability. Variable lease payments based on the usage of
the underlying assets are not included in the lease liability calculations but are recognized as outflows of resources in the
period in which the obligation was incurred. As lessor, the Water Utility recognizes a lease receivable. The lease
receivable is measured using the net present value of future lease payments to be received for the lease term and
deferred inflow of receivables at the beginning of the lease term. Periodic amortization of the discount on the receivable
are reported as interest revenue for that period. Deferred inflows of resources are recognized as inflows on a straight-line
basis over the term of the lease. This recognition does not apply to short-term leases, contracts that transfer ownership,
leases of assets that are investments, or certain regulated leases. Any initial direct costs are reported as an outflow of
resources for that period. Re-measurement of lease receivables occur when there are modifications, including but not
limited to changes in the contract price, lease term, and adding or removing an underlying asset to the lease agreements.
In the case of a partial or full lease termination, the carrying value of the lease receivable and the related deferred inflow of
resources will be reduced and will include a gain or loss for the difference. For lease contracts that are short-term, the
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LEASES (CONTINUED)

Water Utility recognizes short-term lease payments as inflows of resources (revenues) based on the payment provisions of
the lease contract. Liabilities are only recognized if payments are received in advance, and receivables are only recognized
if payments are received subsequent to the reporting period. Additional disclosures regarding regulated leases are in Note
11.

NET POSITION RESTATEMENT

Effective July 1, 2021, the Water Utility adopted GASB’s No. 87 — Leases, using the facts and circumstances that existed
at the beginning of the period of implementation. The standard requires that it is applied retroactively unless it is
impractical to do so. Due to the sheer number of leases the Water Utility considered it impractical to do so. As a result,
there was no impact to the Water Utility’s beginning net position upon adoption of the new accounting standard.

RECLASSIFICATIONS

Certain reclassifications have been made to prior year's financial statements to conform with the current year’s
presentation. Such reclassifications have no effect on the net position or the changes in net position.
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Cash and investments at June 30, 2022 and 2021, consist of the following (in thousands):

June 30, 2022 June 30, 2021

Fair Value
Equity interest in City Treasurer's investment pool $ 59,963 $ 53,421
Cash and cash equivalents at fiscal agent 4,666 20,108
Total cash and investments $ 64,629 $ 73,529

The amounts above are reflected in the accompanying financial statements as:
June 30, 2022 June 30, 2021

Unrestricted cash and cash equivalents $ 49,076 $ 42,947
Restricted cash and cash equivalents 10,887 10,474
Restricted cash and cash equivalents at fiscal agent 4,666 20,108

Total cash and investments $ 64,629 $ 73,529

The investment types in the tables below related to the Water Utility’s investments in the City Treasurer’s investment pool
represent the Water Utility’s prorated share of the investment types in the investment pool and do not represent ownership
interests in the individual investments.
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The Water Utility categorizes its fair value measurements within the fair value hierarchy established by generally accepted
accounting principles. The Water Utility has the following recurring fair value measurements as of June 30, 2022 and

2021:

Quoted Prices in Significant Investments
Active Markets for  Significant Other Unobservable not Subject to
June 30, 2022 Identical Assets  Observable Inputs Inputs Fair Value
Investment Type Fair Value (Level 1) (Level 2) (Level 3) Hierarchy
Held by fiscal agent
Money market funds $ 4,666 |$ -1 - 4,666
City Treasurer's investment pool’
Money market funds 1,663 - - 1,663
Joint powers authority pools 9,334 9,334 - -
Local agency investment fund 7,092 - - 7,092
Mortgage pass-through securities 2,345 - 2,345 -
Asset-backed securities 4,743 - 4,743 -
US Treasury obligations 13,540 - 13,540 -
Federal agency obligations 8,005 - 8,005 -
Medium-term corporate notes 10,519 - 10,519 -
Supranational securities 2,441 - 2,441 -
Negotiable certificate of deposit 281 - 281 -
Total $ 64,629 |$ 9,334 |$ 41,874 13,421
Quoted Prices in Significant Investments
Active Markets for  Significant Other Unobservable not Subject to
June 30, 2021 Identical Assets  Observable Inputs Inputs Fair Value
Investment Type Fair Value (Level 1) (Level 2) (Level 3) Hierarchy
Held by fiscal agent
Money market funds $ 20,108 |$ -1 - 20,108
City Treasurer's investment pool’
Money market funds 513 - - 513
Joint powers authority pools 8,825 8,825 - -
Local agency investment fund 9,705 - - 9,705
Morgage pass-through securities 2,169 - 2,169 -
Asset backed securities 1,638 - 1,638 -
US Treasury obligations 11,714 - 11,714 -
Federal agency obligations 8,701 - 8,701 -
Medium-term corporate notes 7,695 - 7,695 -
Supranational securities 1,849 - 1,849 -
Negotiable certificate of deposit 612 - 612 -
Total $ 73,529 |$ 8,825 (% 34,378 30,326

1Additional information on investment types, fair value measurement, interest rate risk and credit risk may be found in the notes to the City’s financial
statements in the City’s Annual Comprehensive Financial Report.
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Cash and investments distribution by maturities as of June 30, 2022 and 2021, are as follows:

Investment Type

Remaining Maturity (in Months)

Held by fiscal agent
Money market funds

City Treasurer's investment pool’
Money market funds
Joint powers authority pools
Local agency investment fund
Mortgage pass-through securities
Asset-backed securities
US Treasury obligations
Federal agency obligations
Medium-term corporate notes
Supranational securities
Negotiable certificate of deposit

Total

Investment Type

June 30, 2022 12 Months
Fair Value or Less 13 to 36 Months 37 to 60 Months
$ 4,666 4,666 -1$ -
1,663 1,663 - -
9,334 9,334 - -
7,092 7,092 - -
2,345 654 1,365 326
4,743 - 2,544 2,199
13,540 1,628 6,576 5,336
8,005 1,248 5,017 1,740
10,519 482 4,727 5,310
2,441 - 848 1,593
281 281 - -
$ 64,629 27,048 21,077 |$ 16,504

Remaining Maturity (in Months)

Held by fiscal agent
Money market funds

City Treasurer's investment pool’
Money market funds
Joint powers authority pools
Local agency investment fund
Mortgage pass-through securities
Asset-backed securities
US Treasury obligations
Federal agency securities
Medium-term corporate notes
Supranational securities
Negotiable certificate of deposit

Total

June 30, 2021 12 Months
Fair Value or Less 13 to 36 Months 37 to 60 Months
$ 20,108 20,108 -1$ -
513 513 - -
8,825 8,825 - -
9,705 9,705 - -
2,169 721 1,332 116
1,638 - 465 1,173
11,714 1,787 7,490 2,437
8,701 992 3,190 4,519
7,695 1,188 1,458 5,049
1,849 - - 1,849
612 612 - -
$ 73,529 44,451 13,935 |$ 15,143

1Additional information on investment types, fair value measurement, interest rate risk and credit risk may be found in the notes to the City’s financial

statements in the City’s Annual Comprehensive Financial Report.
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Presented below is the actual rating as of June 30, 2022 and 2021 for each investment type:

Rating as of Year End

June 30, 2022

Investment Type Fair Value AAA AA A Unrated

Held by Fiscal Agent
Money Market Funds $ 4,666 |$ -1 -1% -1% 4,666

City Treasurer's investment pool’
Money market funds 1,663 1,297 - - 366
Joint powers authority pools 9,334 - - - 9,334
Local agency investment fund 7,092 - - - 7,092
Mortgage pass-through securities 2,345 2,345 - - -
Asset-backed securities 4,743 3,777 - - 966
US Treasury obligations 13,540 13,540 - - -
Federal agency obligations 8,005 8,005 - - -
Medium-term corporate notes 10,519 - 3,733 5,740 1,046
Supranational securities 2,441 1,262 - - 1,179
Negotiable certificate of deposit 281 - - 281 -

Total $ 64,629 |$ 30,226 |$ 3,733 |$ 6,021 |$ 24,649

Rating as of Year End

June 30, 2021

Investment Type Fair Value AAA AA A Unrated

Held by fiscal agent
Money market funds $ 20,108 |$ -1 -1% 20,108 |$ -

City Treasurer's investment pool’
Money market funds 513 179 - - 334
Joint powers authority pools 8,825 8,825 - - -
Local agency investment fund 9,705 - - - 9,705
Mortgage pass-through securities 2,169 2,169 - - -
Asset backed securities 1,638 1,331 - - 307
US Treasury obligations 11,714 11,714 - - -
Federal agency obligations 8,701 8,354 - - 347
Medium-term corporate notes 7,695 - 2,795 4,274 626
Supranational securities 1,849 1,247 - - 602
Negotiable certificate of deposit 612 - - - 612

Total $ 73,529 |$ 33,819 (% 2,795 |$ 24,382 |$ 12,533

1Additional information on investment types, fair value measurement, interest rate risk and credit risk may be found in the notes to the City’s financial
statements in the City’s Annual Comprehensive Financial Report.
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The following is a summary of changes in utility plant and right to use assets during the fiscal years ended June 30, 2022
and 2021 (in thousands):

Balance Balance Balance
As of Retirements/ As of Retirements/ As of
6/30/2020  Additions Transfers 6/30/2021 Additions Transfers 6/30/2022
Source of supply $ 75,428 $ 2,674 $ -3 78,102 $ 2,784 $ -3 80,886
Pumping 33,032 2,130 - 35,162 51 - 35,213
Treatment 44,652 116 - 44,768 26 - 44,794
Transmission and distribution 530,998 4,746 (224) 535,520 12,358 (8,222) 539,656
General 16,743 - (285) 16,458 1,970 (153) 18,275
Intangible 4,171 - - 4,171 10 - 4,181
Depreciable utility plant 705,024 9,666 (509) 714,181 17,199 (8,375) 723,005
Less accumulated depreciation
Source of supply (21,780) (1,898) - (23,678) (1,977) - (25,655)
Pumping (14,306) (710) - (15,016) (752) - (15,768)
Treatment (16,368) (1,278) - (17,646) (1,280) - (18,926)
Transmission and distribution (191,980) (11,282) 209 (203,053) (11,338) 8,218 (206,173)
General (13,257) (454) 285 (13,426) (487) 152 (13,761)
Intangible (2,953) (724) - (3,677) (344) - (4,021)
Accumulated depreciation (260,644) (16,346) 494 (276,496) (16,178) 8,370 (284,304)
Net depreciable utility plant 444,380 (6,680) (15) 437,685 1,021 (5) 438,701
Land 20,841 - - 20,841 - - 20,841
Intangible, non-amortizable 10,923 52 - 10,975 - (130) 10,845
Construction in progress 23,341 16,459 (9,665) 30,135 22,864 (15,092) 37,907
Nondepreciable utility plant 55,105 16,511 (9,665) 61,951 22,864 (15,222) 69,593
Total utility plant, net 499,485 9,831 (9,680) 499,636 23,885 (15,227) 508,294
Right to use assets, being amortized
Machinery and equipment-Intangible $ -3 -3 -3 -3 21 $ -3 21
Total right to use assets - - - - 21 - 21
Less lease accumulated amortization
Machinery and equipment-Intangible - - - - (5) - (5)
Total lease accumulated amortization - - - - (5) - (5)
Total right to use lease assets, net $ -3 -3 -3 -3 16 $ -3 16
Total capital assets
being depreciated, net $ 499,485 $ 9,831 § (9,680)$ 499,636 $ 23,901 $ (15,227) § 508,310

1GASB 87 Leases was implemented effective July 1, 2021. For additional information, refer to Notes 1 and 11.
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The following is a summary of changes in long-term obligations during the fiscal years ended June 30, 2022 and 2021 (in
thousands):

Balance Balance Balance
As of As of As of Due Within
6/30/2020  Additions Reductions 6/30/2021 Additions Reductions 6/30/2022 One Year
Revenue bonds $ 224,879 |$ -1$ (7,573)|$ 217,306 |$ -3 (7,644)|$ 209,662 |$ 6,915
Pension obligation bonds 23,035 - (672) 22,363 - (1,076) 21,287 1,363
Direct Borrowings:
Financed purchases 1,666 - (221) 1,445 - (227) 1,218 232
Notes payable 19,524 - (1,386) 18,138 - (1,499) 16,639 1,535
Contracts payable - Water stock
acquisition rights 1,019 52 (4) 1,067 - (134) 933 150
Total long-term obligations $ 270,123 |$ 52 |$ (9,856)|$ 260,319 |$ -|$  (10,580)|$ 249,739 |$ 10,195

Long-term debt consists of the following (in thousands):

CONTRACTS PAYABLE

Water Stock Acquisitions: Payable to various water companies
Total contracts payable

PENSION OBLIGATION BONDS PAYABLE

$31,960 2017 Taxable Pension Obligation Bonds Series A: fixed rate bonds issued by the City due in annual
installments from $2,910 to $3,580 through June 2027, with coupons from 1.3 to 3.1 percent. The Water Utility's
proportional share of the outstanding debt is 10.7 percent.

$201,080 2020 Taxable Pension Obligation Bonds Series A (Miscellaneous): fixed rate bonds issued by the
City due in annual installments from $1,285 to $14,625 through June 2045, with coupons from 1.6 to 3.9 percent.
The Water Utility's proportional share of the outstanding debt is 10.2 percent.

Total pension obligation bonds payable

REVENUE BONDS PAYABLE

June 30, 2022

June 30, 2021

$

933

$ 1,067

933

1,067

June 30, 2022

June 30, 2021

$

1,807

19,480

$ 2,141

20,222

21,287

22,363

June 30, 2022

June 30, 2021

$67,790 2009 Water Revenue Series B Bonds: fixed rate, federally taxable, Build America Bonds due in annual $ 65,315 $ 67,790

principal installments from $2,475 to $4,985 from October 1, 2021 through October 1, 2039, interest from 3.3 to 4.1

percent.

$59,000 2011 Water Revenue/Refunding Series A Bonds: variable rate bonds due in annual principal 24,050 24,050

installments from $2,375 to $3,950 through October 1, 2035. Interest rate is subject to weekly repricing (net

interest rate, including swaps, at June 30, 2019 was 3.2 percent). Partially refunded $26,900 on April 1, 2019 with

2019A Water Refunding Bonds.

$114,229 2019 Water Revenue Refunding Series A Bonds: fixed rate bonds due in annual principal installments 102,825 106,990

from $1,680 to $8,455 through October 1, 2048, interest of 5.0 percent.
Total water revenue bonds payable 192,190 198,830
Total water revenue bonds, pension obligation bonds and contracts payable 214,410 222,260
Unamortized bond premium 17,472 18,476
Total water revenue bonds, pension obligation bonds and contracts payable, including bond premium 231,882 240,736
Less current portion (8,428) (7,865)

$ 223,454 $ 232,871

Total long-term water revenue bonds, pension obligation bonds and contracts payable
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The Water Utility is obligated to pay its share of the City's pension obligation bonds, which the City issued in 2005 and
refinanced a portion in May 2017. The bond proceeds were deposited with CalPERS to fund the unfunded actuarial
accrued liability for non-safety employees.

In fiscal year ended June 30, 2020, the City issued $432,165 2020 Taxable Pension Obligation Bonds Series A. The bonds
were issued to reduce the City's unfunded pension liability in both the City's Miscellaneous and Safety CalPERS plans. It is
estimated the issuance will save the City's General Fund $7.6M in pension costs in FY 2022 with a projected overall
savings of $178.5 million through the life of the bonds. The fixed rate bonds issued by the City due in annual installments
from $1,285 to $14,625 through June 2045, with coupons from 1.6 to 3.9 percent. The Water Utility's proportional share of
the miscellaneous plan is 10.2 percent.

The Water Utility's proportional share of the outstanding principal amount of both pension obligation bonds was $21,287
and $22,363 as of June 30, 2022 and 2021, respectively. For more discussion relating to the City's pension obligation
bond issuance, see the notes to the City's financial statements in the City's Annual Comprehensive Financial Report for
the fiscal year ended June 30, 2022.

Remaining pension obligation bond debt service payments will be made from revenues of the Water Fund. Annual debt
service requirements to maturity as of June 30, 2022 are as follows (in thousands):

Fiscal Year Principal Interest Total
2023 $ 1,363 § 670 $ 2,033
2024 1,640 642 2,282
2025 1,815 605 2,420
2026 1,867 562 2,429
2027-2031 5,326 2,200 7,526
2032-2036 4,956 1,414 6,370
2037-2041 3,916 501 4,417
2042-2046 404 20 424

Total $ 21,287 § 6,614 $ 27,901

All water revenue bonds are covenanted per the Amended and Restated Resolution No. 17664 (Water) Master Resolution
that upon the occurrence and continuation of an event of default, the owners of 25% in aggregate amount of Bond
Obligation may, by written notice to the City, declare the entire unpaid principal and accreted value of the bonds due and
payable should the City fail to pay its debts as they become due or upon the entry of any decree or order of bankruptcy of
the City.

Remaining revenue bond debt service payments will be made from revenues of the Water Fund. Annual debt service
requirements to maturity as of June 30, 2022 are as follows (in thousands):

Fiscal Year Principal Interest Total
2023 $ 6,915 § 8,491 § 15,406
2024 7,215 8,167 15,382
2025 7,540 7,823 15,363
2026 7,875 7,463 15,338

2027-2031 44,900 31,365 76,265

2032-2036 53,675 20,917 74,592

2037-2041 46,400 8,598 54,998

2042-2046 10,225 3,189 13,414

2047-2051 7,445 571 8,016

Premium 17,472 17,472

Total $ 209,662 $ 96,584 $§ 306,246
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The Water Utility has a number of debt issuances (revenue bonds) outstanding that are collateralized by the pledging of
water revenues. The amount and term of the remainder of these commitments are indicated in the revenue bonds payable
and annual debt service requirements to maturity tables presented within this Note 4. The purpose of the debt issuances
was for the financing of various Water Ultility capital improvement projects. For June 30, 2022 and 2021, debt service
payments as a percentage of the pledged gross revenue, net of certain expenses where so required by the debt
agreement, are indicated in the table below. The debt service coverage ratios also approximate the relationship of the debt
service to pledged revenue for the remainder of the term of the commitment.

Annual Amount of Debt Service
Description of Pledged Revenue Annual Debt Service Coverage
Fiscal Year Ended Pledged Revenues (net of expenses) 23 Payments Ratio
June 30, 2022 Water revenues $ 37,986 $ 17,069 2.23
June 30, 2021 Water revenues $ 37,614 $ 16,692 2.25

'Excludes GASB 68 Accounting and Financial Reporting for Pension non-cash adjustments of $(4,891) and $(1,107) for June 30, 2022 and 2021,
respectively.

2Excludes GASB 75 Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions non-cash adjustments of $210 and $73 for
June 30, 2022 and 2021, respectively.

3Includes GASB 87 Leases net adjustment of $708 for June 30, 2022.
LINE OF CREDIT

On February 1, 2019, the City entered into a subordinate line of credit agreement with U.S. Bank, National Association.
The Subordinate Line of Credit is a tool approved through the Electric and Water Utility Five-Year Rate Plan to manage
rate increases by enabling the Water Utility to reduce cash levels while maintaining compliance with the Riverside Public
Utilities Cash Reserve Policy. Under the terms and conditions of the agreement, the City may borrow up to $25,000 for
purposes of the capital or operating financial needs of the Water System. These agreements were extended another three
and a half years in January 2022. There were no borrowings against the line as of June 30, 2022.

INTEREST RATE SWAPS ON REVENUE BONDS

The Water Utility has one cash flow hedging derivative instrument, which is a pay-fixed swap. The swap was employed as
a hedge against debt that was refunded in 2008 and 2011. At the time of the refunding, hedge accounting ceased to be
applied. The balance of the deferral account for the swap is included as part of the deferred loss on refunding associated
with the new bonds. The swap was also employed as a hedge against the new debt. Hedge accounting was applied to that
portion of the hedging relationship, which was determined to be effective. The negative fair value of the interest rate swaps
related to the new hedging relationship has been recorded and deferred on the Statements of Net Position.

A summary of the derivative activity for the year ended June 30, 2022 is as follows:

Fair Value Change in
Notional as of Fair Value
Amount June 30, 2022 for Fiscal Year
2011 Water Refunding/Revenue Bonds Series A $ 24,050 $ (2,646) $ 3,037

Objective: In order to lower borrowing costs as compared to fixed-rate bonds, the Water Utility entered into an interest
rate swap agreement in connection with its $59,000 2011 Water Refunding/Revenue Series A Bonds.

Terms: Per the existing swap agreement, the Water Utility pays the counterparty a fixed payment and receives a variable
payment computed as 62.68 percent of the London Interbank Offering Rate (“LIBOR”) one-month index plus 12 basis
points. The swap has a notional amount equal to the principal amount stated above. The notional value of the swap and
principal amount of the associated debt decline by $1,475 to $3,950 until the debt is completely retired in fiscal year 2036.
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NOTE 4. LONG-TERM OBLIGATIONS (CONTINUED)
INTEREST RATE SWAPS ON REVENUE BONDS (CONTINUED)

The bonds and the related swap agreement for the 2011 Water Refunding/Revenue Series A Bonds mature on October 1,
2035. As of June 30, 2022, rates were as follows:

Interest rate swap: Terms Rates
Fixed payment to counterparty Fixed 3.20000 %
Variable payment from counterparty 62.68 LIBOR + 12bps (0.55160)%
Net interest rate swap payments 2.64840 %
Variable-rate bond coupon payments 0.53877 %
Synthetic interest rate on bonds 3.18717 %

Fair value: As of June 30, 2022, in connection with the swap agreement, the transactions had a total negative fair value of
$(2,646). Because the coupons on the Water Utility'’s variable-rate bonds adjust to changing interest rates, the bonds do
not have a corresponding fair value decrease. The fair value was developed by a pricing service using the zero-coupon
method. This method calculates the future net settlement payments required by the swap, assuming that the current
forward rates implied by the yield curve correctly anticipate future spot interest rates. These payments are then discounted
using the spot rates implied by the current yield curve for hypothetical zero-coupon bonds due on the date of each future
net settlement of the swap.

Credit risk: As of June 30, 2022, the Water Utility was not exposed to credit risk because the swap had a negative fair
value. The swap counterparty, J.P. Morgan Chase & Co. was rated A- by Standard & Poor's (S&P). To mitigate the
potential for credit risk, the swap agreement requires the fair value of the swap to be collateralized by the counterparty with
U.S. Government securities if the counterparty’s rating decreases to negotiated trigger points. Collateral would be posted
with a third-party custodian. At June 30, 2022, there is no requirement for collateral posting for the outstanding swap.

Basis risk: As noted above, the swap exposes the Water Utility to basis risk should the relationship between LIBOR and
the variable interest rates converge, changing the synthetic rate on the bonds. If a change occurs that results in the rates
moving to convergence, the expected cost savings may not be realized.

Termination risk: The derivative contract uses the International Swap Dealers Association Master Agreement, which
includes standard termination events, such as failure to pay and bankruptcy. The Schedule to the Master Agreement
includes an “additional termination event.” That is, a swap may be terminated by the Water Utility if the counterparty’s
credit quality falls below “BBB-" as issued by S&P. The Water Utility or the counterparty may terminate a swap if the other
party fails to perform under the terms of the contract. If a swap is terminated, the variable-rate bond would no longer carry
a synthetic interest rate. Also, if at the time of termination a swap has a negative fair value, the Water Utility would be liable
to the counterparty for a payment equal to the swap’s fair value.

Swap payments and associated debt: As of June 30, 2022, the debt service requirements of the variable- rate debt and
net swap payments, assuming current interest rates remain the same for their term, are summarized as follows. As rates
vary, variable-rate bond interest payments and net swap payments will vary.

Variable-Rate Bonds

Fiscal Year
Ending Interest Rate
June 30, Principal Interest Swaps, Net Total
2023 $ -$ 133 § 656 $ 789
2024 - 133 656 789
2025 - 133 656 789
2026 - 133 656 789
2027 - 133 656 789
2028-2032 10,200 570 2,800 13,570
2033-2037 13,850 148 727 14,725
Total $ 24,050 $ 1,383 $ 6,807 $ 32,240




WATER UTILITY:
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NOTE 4. LONG-TERM OBLIGATIONS (CONTINUED)
NOTE PAYABLE

Note payable consists of several agreements with Harvest A OSR, LLC, Stockbridge NLP, LLC, and related entities
(collectively Hillwood) for their development of logistic centers located in the City of San Bernardino. As a part of these
agreements, the Water Utility leases land to Hillwood and also purchased land from Hillwood with a subsequent lease-
back to the entity. In addition, the agreements require Hillwood to relocate wells located on the properties as well as
terminate an existing lease. In consideration of the cost of the land purchase, well relocations and lease termination, the
Water Utility will make payments to Hillwood in the form of a credit with Hillwood’s rental payments to the Water Utility for
the first 15 years of the leases. These agreements resulted in a total liability to the Water Utility of $16,639, as of June 30,
2022.

Estimated annual rent credits, which are adjusted annually based on Consumer Price Index (CPl), to be applied to the land
purchase and well relocation agreements commencing in 2014 with an effective interest rate of 3.35 percent, are as
follows (in thousands):

Fiscal Year Principal Interest Total
2023 $ 953 § 329 § 1,282
2024 1,034 294 1,328
2025 1,119 257 1,376
2026 1,209 216 1,425
2027 1,304 173 1,477

2028-2030 4,252 223 4,475
Total $ 9,871 $ 1,492 § 11,363

Estimated annual rent credits, which are adjusted annually based on CPI, to be applied to the well relocation agreement
commencing in 2018 with an effective interest rate of 3.00 percent, are as follows (in thousands):

Fiscal Year Principal Interest Total
2023 $ 282 $ 107 $ 389
2024 290 98 388
2025 300 89 389
2026 309 79 388
2027 319 70 389

2028-2032 1,755 189 1,944
2033 288 4 292
Total $ 3,543 $ 636 $ 4,179

Annual rent credits to be applied for the lease termination agreement commencing in 2018, are as follows (in thousands):

Fiscal Year Ending Principal Interest Total
2023 $ 300 $ -3 300
2024 300 - 300
2025 300 - 300
2026 300 - 300
2027 300 - 300
2028-2032 1,500 - 1,500
2033 225 - 225
Total $ 3,225 $ -3 3,225
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NOTE 4. LONG-TERM OBLIGATIONS (CONTINUED)
FINANCED PURCHASES

In fiscal year ended June 30, 2017, the Water Utility participated in the City’s purchase financing program for the
acquisition of water system heavy vehicles and equipment. The heavy vehicles and equipment financed purchases are for
a ten-year term of annual payments with an interest rate of 2.36 percent. Gross proceeds of $2,305 were received for the
financing. The total liability with the current portion included in current portion of long-term obligations as of June 30, 2022
and 2021 was $1,218 and $1,445, respectively. The annual payments for the life of the agreements are $260 annually
through fiscal year ending June 30, 2027. As of June 30, 2022 total outstanding payments are $1,299, with $1,218
representing principal and $81 representing interest.

NOTE 5. COMPENSATED ABSENCES

A liability is recorded for unused vacation and similar compensatory leave balances since the employees’ entitlement to
these balances are attributable to services already rendered and it is probably that virtually all of these balances will be
liquidated by either paid time-off or payments upon termination or retirement.

Below is a summary of changes in Compensated absences for the Water Utility during the fiscal year.

Balance Balance Balance
As of As of As of Due Within One
6/30/2020 Additions Reductions 6/30/2021 Additions Reductions 6/30/2022 Year
Compensated absences $ 2,289 $ 1,776 $ (1,346) $ 2,719 $ 1,868 $ (2,014) $ 2,573 $ 1,905
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NOTE 6. EMPLOYEE RETIREMENT PLAN
PLAN DESCRIPTION

The City contributes to CalPERS, an agent multiple employer public employee defined benefit pension plan. CalPERS
provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. CalPERS acts as a common investment and administrative agent for participating public entities within the
State of California. CalPERS issues a publicly available financial report that includes financial statements and required
supplementary information for the cost sharing plans that are administered by CalPERS. Benefit provisions and all other
requirements are established by state statute and City ordinance. A copy of CalPERS’ annual financial report may be
obtained online at www.calpersca.gov. The Water Utility, including Water Conservation Programs, participates in the City’s
Miscellaneous (non-safety) Plan (the Plan).

FUNDING POLICY

The City has contributed at the actuarially determined rate provided by CalPERS’ actuaries. Participants are required to
contribute 8 percent of their annual covered salary. The City has a multiple tier retirement plan with benefits varying by
plan. All permanent full-time and selected part-time employees are eligible for participation in CalPERS. Benefits vest after
five years of service and are determined by a formula that considers the employee’s age, years of service and salary.
Under the Plan, the City pays the employees’ contribution to CalPERS for employees hired on or before specific dates as
follows:

e 1stTier—

°  The retirement formula is 2.7% at age 55 for employees hired on or before October 18, 2011. Effective
January 1, 2018 for unrepresented employees (Sr. Management, Management, Professional, Para-
professional, Supervisory, Confidential, and Executive units, excluding the Chief of Police and the Fire
Chief), the employees were required to pay 2% of their pensionable income, with the City contributing the
other 6%. Effective January 1, 2019, employees were required to pay an additional portion of their
pensionable income. This portion is a three-year increase of 2% (2019), 2% (2020) and 2% (2021). As of
2021, employees are contributing the entire 8% of their pensionable income.

°  The retirement formula is 2.7% at age 55 for SEIU and SEIU Refuse employees hired before June 7, 2011.
Currently, employees are required to pay 7% of their pensionable income with the City contributing the other
1%. Effective January 1, 2019, employees were required to pay an additional portion of their pensionable
income. This portion is a two-year increase of 1% (2019) and 1% (2020). As of 2020, employees are
contributing the entire 8% of their pensionable income.

°  The retirement formula is 2.7% at age 55 for IBEW and IBEW Supervisory employees hired on or before
October 18, 2011. Effective November 1, 2017 employees were required to pay 2% of their total
pensionable income with the City paying the remaining 6%. Effective each November 1st, employees will be
required to pay an additional portion of their pensionable income. This portion is a three-year increase of 2%
(2018), 2% (2019) and 2% (2020). As of November 2020, employees are contributing the entire 8% of their
pensionable income.

e 2"dTier - The retirement formula is 2.7% at age 55, and:
°  Miscellaneous employees, IBEW, and IBEW Supervisory hired on or after October 19, 2011 pay their share
(8%) of contributions.

°  SEIU and SEIU Refuse employees hired on or after June 7, 2011 pay their share (8%) of contributions.

e 3 Tier — The retirement formula is 2% at age 62 for new members hired on or after January 1, 2013 and the
employee must pay the normal cost to CalPERS which is currently at 7.75%. Classic members (CalPERS
members prior to 12/31/12) hired on or after January 1, 2013 may be placed in a different tier.

The contribution requirements of plan members and the City are established and may be amended by CalPERS.
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NOTE 6. EMPLOYEE RETIREMENT PLAN (CONTINUED)
BENEFITS PROVIDED

CalPERS provides service retirement and disability benefits, annual cost of living adjustments and death benefits to plan
members, who must be public employees and beneficiaries. Benefits are based on years of credited service, equal to one
year of full-time employment. Members with five years of total service are eligible to retire at age 50 with statutorily reduced
benefits. Al members are eligible for non-duty disability benefits after five years of service. The death benefit is one of the
following: the Basic Death Benefit, the 1959 Survivor Benefit Level Ill, or the Optional Settlement 2W Death Benefit. The
cost of living adjustments for the Plan are applied as specified by the Public Employees’ Retirement Law.

EMPLOYEES COVERED

As of measurement date June 30, 2021 and June 30, 2020, the following employees, City-wide, were covered by the
benefit terms of the Plan:

Measurement Date
June 30, 2021 June 30, 2020

Inactive employees or beneficiaries

currently receiving benefits 2,373 2,301
Inactive employees entitled to but not

yet receiving benefits 1,422 1,427
Active employees 1,508 1,559

CONTRIBUTIONS

Section 20814(c) of the California Public Employees’ Retirement Law requires that the employer contribution rates for all
public employers be determined on an annual basis by the actuary and shall be effective on the July 1 following notice of a
change in the rate. Funding contributions for the Plan is 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 the difference between the actuarially determined rate and the contribution rate of employees.

NET PENSION LIABILITY

The City’s net pension liability for the Plan is measured as the total pension liability, less the pension plan’s fiduciary net
position. For fiscal year ended June 30, 2022, the net pension liability of the Plan is measured as of June 30, 2021, using
an annual actuarial valuation as of June 30, 2020 rolled forward to June 30, 2021 using standard update procedures. For
fiscal year ended June 30, 2021, the net pension liability of the Plan 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.

ACTUARIAL ASSUMPTIONS

The total pension liabilities in the June 30, 2021 and 2020 actuarial valuations were determined using the following
actuarial assumptions:
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NOTE 6. EMPLOYEE RETIREMENT PLAN (CONTINUED)
ACTUARIAL ASSUMPTIONS (CONTINUED)

Miscellaneous - Current Year Miscellaneous - Prior Year
Valuation Date June 30, 2020 June 30, 2019
Measurement Date June 30, 2021 June 30, 2020
Actuarial Cost Method Entry-Age Normal Cost Method Entry-Age Normal Cost Method
Actuarial Assumptions
Discount Rate 7.15% 7.15%
Inflation 2.50% 2.50%
Salary Increase Varies by entry age and service Varies by entry age and service
Mortality Rate Table' Derived using CalPERS’ membership data for all funds.
The lesser of contract COLA or
. ) The lesser of contract COLA or 2.50% until 2.50% until Purchasing Power
Post Retirement Benefit Purchasing P P ion Al f P ion All |
Increase urchasing Power roteqtlon owance floor on roteqtlon owance floor on
purchasing power applies, 2.50% thereafter purchasing power applies, 2.50%
thereafter

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 include 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.

CHANGES IN ASSUMPTIONS
There was no changes in assumptions for the measurement date of June 30, 2021.
DISCOUNT RATE

The discount rate used to measure the Plan’s total pension liability was 7.15% for measurement date as of June 30, 2021
and 2020. 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.

LONG-TERM DISCOUNT 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.

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 of 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:
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NOTE 6. EMPLOYEE RETIREMENT PLAN (CONTINUED)
LONG-TERM DISCOUNT RATE OF RETURN (CONTINUED)

June 30, 2021 Measurement Date

Current Taget Real Return Real Return
Asset Class (1) Allocation Years 1 -10 (2) Years 11+ (3)
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%

(1) In the System's ACFR, Fixed Income is included in Global Debt Securities; Liquidity is included in Short-term Investments;

included in both Global Equity Securities and Global Debt Securities.
(2) An expected inflation of 2.00% used for this period.
(3) An expected inflation of 2.92% used for this period.

June 30, 2020 Measurement Date

Inflation Assets are

Current Taget Real Return Real Return
Asset Class (1) Allocation Years 1-10 (2) Years 11+ (3)
Global Equity 50.0% 4.80% 5.98%
Fixed Income 28.0% 1.00% 2.62%
Inflation Assets 0.0% 0.77% 1.81%
Private Equity 8.0% 6.30% 7.23%
Real Assets 13.0% 3.75% 4.93%
Liquidity 1.0% 0.00% -0.92%

(1) In the System's ACFR, Fixed Income is included in Global Debt Securities; Liquidity is included in Short-term Investments;

included in both Global Equity Securities and Global Debt Securities.
(2) An expected inflation of 2.00% used for this period.
(3) An expected inflation of 2.92% used for this period.
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NOTE 6. EMPLOYEE RETIREMENT PLAN (CONTINUED)
CHANGES IN THE NET PENSION LIABILITY (ASSET)

The changes in the Water Utility’s, including Water Conservation Programs, proportionate share of the net pension liability
as of June 30, 2022 (measurement date June 30, 2021) and 2021 (measurement date June 30, 2020) for the Plan are as

follows:

Net Pension
Liability/ Proportion of

June 30, 2022 (Asset) the Plan
Proportion - Reporting date June 30, 2022 (Measurement Date June 30, 2021) $ (8,809) 9.93 %
Proportion - Reporting date June 30, 2021 (Measurement Date June 30, 2020) 12,203 10.16 %
Changes - Increase / (Decrease) (21,012) -0.23 %
June 30, 2021

Proportion - Reporting date June 30, 2021 (Measurement Date June 30, 2020) 12,203 10.16 %
Proportion - Reporting date June 30, 2020 (Measurement Date June 30, 2019) 31,840 10.90 %
Changes - Increase / (Decrease) (19,637) -0.74 %

SENSITIVITY OF THE NET PENSION LIABILITY (ASSET) TO CHANGES IN THE DISCOUNT RATE

The following presents the Water Utility’s, including Water Conservation Programs, proportionate share of the net pension
liability of the Plan, calculated using the discount rate of 7.15%, as well as what the Water Utility’s proportionate share of
the net pension liability would be if it was calculated using a discount rate that is 1-percentage point lower or 1-percentage
point higher than the current rate:

Measurement Date Measurement Date
June 30, 2021 June 30, 2020
Discount Rate Current Discount Rate Discount Rate Current Discount Rate
-1% Discount Rate +1% -1% Discount Rate +1%
(6.15%) (7.15%) (8.15%) (6.15%) (7.15%) (8.15%)

Water Utility's
proportionate share of the $ 11,807 $ (8,809) $ (25,787) $ 32,609 $ 12,203 $ (4,593)

Plan's net pension liability

Detailed information about the Plan’s fiduciary net position is available in the separately issued CalPERS financial reports.
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NOTE 6. EMPLOYEE RETIREMENT PLAN (CONTINUED)

PENSION EXPENSES AND DEFERRED OUTFLOWS/INFLOWS OF RESOURCES RELATED TO
PENSION

For the fiscal years ended June 30, 2022 and 2021, the Water Utility, including Water Conservation Programs, recognized
pension expense/(income) of $(2,176) and $1,563, respectively. At June 30, 2022 and 2021, the Water Utility, including
Water Conservation Programs, reported deferred outflows of resources and deferred inflows of resources related to
pension from the following sources:

June 30, 2022 June 30, 2021
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Pension contributions subsequent to
measurement date $ 2,715 § -$ 2,671 $ -
Change of assumptions - - - (350)
Difference between expected and actual
expense 365 - 718 (183)
Net difference between projected and
actual earnings on pension plan
investments - (14,814) 1,532 -
Total $ 3,080 $ (14,814) $ 4921 $ (533)

Deferred outflows of resources related to contributions subsequent to the measurement date reported in prior year was
recognized as a reduction of the net pension liability in the year ended June 30, 2022.

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

Deferred Outflows/

Year Ended (Inflows) of

June 30 Resources
2023 $ (3,420)
2024 (3,341)
2025 (3,536)
2026 (4,152)
2027 -

Total $ (14,449)
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NOTE 7. OTHER POST-EMPLOYMENT BENEFITS (OPEB)
PLAN DESCRIPTION

The City’s defined benefit OPEB plan, Retiree Health Plan, provides continuation of medical (including prescription drugs)
and dental coverage benefits to retirees and surviving spouses in the form of an implied rate subsidy. The Retiree Health
Benefits plan is a single employer defined benefit OPEB plan administered by the City. No assets are accumulated in a
trust that meets the criteria in paragraph 4 of GASB Statement No. 75.

BENEFITS PROVIDED

Eligibility for continuation of coverage requires retirement from the City and CalPERS with at least 5 years of City service.
The retiree is responsible for 100% of the premium cost for coverage, which is based on the blended experience of both
the active and retired employees. The City is not required by law or contractual agreement to provide funding other than
the pay-as-you-go amount necessary to provide current benefit to eligible retirees and beneficiaries. Retiree and spousal
coverage terminates when the retiree becomes covered under another employer health plan, or when the retiree reaches
Medicare eligibility age, which is currently age 65. However, retiree benefit continues to the surviving spouse if the retiree
elects the CalPERS survivor annuity.

As of measurement date June 30, 2021 and 2020, the following employees, City-wide, were covered by the benefit terms:

Measurement Date Measurement Date
June 30, 2021 June 30, 2020

Inactive plan members or beneficiaries

currently receiving benefits 206 274
Inactive plan members entitled to but

not yet receiving benefits - -
Active plan members 2,014 2,138

ACTUARIAL ASSUMPTIONS

The total OPEB liability was determined by actuarial valuation as of June 30, 2021 and 2020, using the following actuarial
assumptions:

Miscellaneous - Current Year Miscellaneous - Prior Year
Valuation Date June 30, 2021 June 30, 2019
Measurement Date June 30, 2021 June 30, 2020
Actuarial Cost Method Pay-as-you-go for implicit rate subsidy Pay-as-you-go for

implicit rate subsidy
Actuarial Assumptions

Discount Rate Bond Buyer 20 Index at June 30, 2021 Bond Buyer 20 Index at June 30, 2020
resulting in a rate of 2.16% resulting in a rate of 2.66%
Inflation Rate 2.75% per annum 3% per annum
Payroll Increases 2.75% per year. Since benefits do not 3.0%, plus merit increases based on the
depend on salary (as they do for pensions), CalPERS experience study as of December
this assumption is only used to determine 2017

the accrual pattern of the Actuarial Present
Value of Projected Benefit Payments.
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NOTE 7. OTHER POST-EMPLOYMENT BENEFITS (OPEB) (CONTINUED)

ACTUARIAL ASSUMPTIONS (CONTINUED)
Miscellaneous - Current Year Miscellaneous - Prior Year

Merit Increases N/A Merit increases from the CalPERS pension
plan experience study as of December
2017. The benefits are not payroll related
but each individual’s projected cost is
allocated over their lifetime as a level-
percentage of pay.

Mortality 2017 CalPERS Retiree Mortality Table for SOA Pub-2010 General Total Dataset
the appropriated population Headcount Weighted Mortality Table fully
generational using Scale MP-2019

Heathcare Trend Rates

Fiscal Year Future Year
End Trend
Medical trend in future years has been 2020 6.50%
updated to 4.00% for all years from 6.25% 2021 6.25%
tiered down by 0.25% per year to 4.50% in 2022 6.00%
all future years. 2023 5.75%
2024 5.50%
2025 5.25%
2026 5.00%
2027 4.75%
2028+ 4.50%

CHANGES OF ASSUMPTIONS
In 2021, the discount rate was changed from 2.66 percent to 2.16 percent.
SENSITIVITY OF TOTAL OPEB LIABILITY TO CHANGES IN HEALTHCARE COST TREND RATES

The following presents the Water Ultility’s, including Water Conservation Programs, proportionate share of the City’s total
OPEB liability, calculating using the healthcare trend rate of 4% and 4.5% for measurement date as of June 30, 2021 and
June 30, 2020, respectively, as well as what the Water Utility’s total OPEB liability would be if it was calculated using a
healthcare cost trend rate that is 1-percentage-point lower or 1-percentage-point higher than the current rate:

Measurement Date Measurement Date
June 30, 2021 June 30, 2020
Current Current
healthcare healthcare

cost trend rate cost trend rate

1% Decrease 4% 1% Increase 1% Decrease 4.5% 1% Increase
Water Utility's proportionate share of the

total OPEB liability $ 3,771 $ 4,286 $ 4,806 $ 3,977 $ 4,550 $ 5,236

SENSITIVITY OF TOTAL OPEB LIABILITY TO CHANGES IN DISCOUNT RATES

The following presents the Water Utility’s, including Water Conservation Programs, proportionate share of the City’s total
OPEB liability, calculating using the discount rate of 2.16% and 2.66% for measurement date as of June 30, 2021 and
2020 respectively, as well as what the Water Utility's total OPEB liability would be if it was calculated using a discount rate
that is 1-percentage-point lower or 1-percentage-point higher than the current rate:
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NOTE 7. OTHER POST-EMPLOYMENT BENEFITS (OPEB) (CONTINUED)
SENSITIVITY OF TOTAL OPEB LIABILITY TO CHANGES IN DISCOUNT RATES (CONTINUED)

Measurement Date Measurement Date
June 30, 2021 June 30, 2020
Current Discount Current Discount
1% Decrease Rate 1% Increase 1% Decrease Rate 1% Increase
(1.16%) (2.16%) (3.16%) (1.66%) (2.66%) (3.66%)

Water Utility's
proportionate share of
total OPEB liability $ 4,652 $ 4,286 $ 3,946 $ 5,000 $ 4,550 $ 4,144

CHANGE IN TOTAL OPEB LIABILITY

For fiscal year ended June 30, 2022 and 2021, the Water Utility’s, including Water Conservation Programs, recognized
total OPEB expense of $210 and $73 respectively. The following table shows the change in the Water Ultility’s, including
Water Conservation Programs, proportionate share of the City’s total OPEB liability for the year ended June 30, 2022
(measurement date June 30, 2021) and the year ended June 30, 2021 (measurement date June 30, 2020):

Total OPEB Proportion of

June 30, 2022 Liability the City
Proportion - Reporting date June 30, 2022 (Measurement Date June 30, 2021) $ 4,286 8.79 %
Proportion - Reporting date June 30, 2021 (Measurement Date June 30, 2020) 4,550 8.70 %
Changes - Increase / (Decrease) (264) 0.09 %
June 30, 2021

Proportion - Reporting date June 30, 2021 (Measurement Date June 30, 2020) $ 4,550 8.70 %
Proportion - Reporting date June 30, 2020 (Measurement Date June 30, 2019) 4,382 8.76 %
Changes - Increase / (Decrease) 168 -0.06 %

DEFERRED OUTFLOWS/INFLOWS OF RESOURCES RELATED TO OPEB

At June 30, 2022, the Water Utility, including Water Conservation Programs, reported deferred inflows of resources related
to OPEB from the following sources:
Deferred Outflows Deferred Inflows of

of Resources Resources
Difference between expected and
actual expense $ 14 $ (291)
Change of assumptions 590 (271)
Contributions subsequent to
measurement date 123 -
Total $ 727 $ (562)

Amounts reported as deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:
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NOTE 7. OTHER POST-EMPLOYMENT BENEFITS (OPEB) (CONTINUED)

DEFERRED OUTFLOWS/INFLOWS OF RESOURCES RELATED TO OPEB (CONTINUED)
Deferred Outflows/

Year Ended (Inflows) of

June 30 Resources
2023 $ 19
2024 19
2025 20
2026 30
2027 32
Thereafter (78)
Total $ 42

NOTE 8. RESTRICTED NET POSITION

Pursuant to applicable bond indentures, a reserve for debt service has been established by restricting assets and
reserving a portion of net position. Bond indentures for the Water Utility’s water revenue and refunding bonds require debt
service reserves that equate to the maximum annual debt service required in future years and bond service reserves of
three months interest and nine months principal due in the next fiscal year. Variable rate revenue and refunding bonds
require 110 percent of the monthly accrued interest to be included in the reserve. Certain issues have no debt service
reserve requirements (2009B, 2011A and 2019A).

NOTE 9. CONSTRUCTION COMMITMENTS

As of June 30, 2022, the Water Utility had commitments (encumbrances) of approximately $5,922 with respect to ongoing
capital projects, of which $4,759 is expected to be funded by bonds, and $1,163 to be funded by unrestricted reserves.

NOTE 10. LITIGATION

The Water Utility is a defendant in various lawsuits arising in the normal course of business. Present lawsuits and other
claims against the Water Utility are incidental to the ordinary course of operations of the Water Utility and are largely
covered by the City’s self-insurance program. In the opinion of management and the City Attorney, such claims and
litigation will not have a materially adverse effect upon the financial position or results of operations of the Water Utility.

CITY OF RIVERSIDE V. BLACK & DECKER (U.S.), INC.

The Water Utility is a plaintiff in a lawsuit against several entities that either owned or leased a property site in the City of
Colton and City of Rialto that is contaminated by perchlorate. The lawsuit was filed March 31, 2009. On May 24, 2018, the
State trial court dismissed the action, with prejudice, for failure to join the federal Department of Defense, with instructions
to refile the lawsuit in federal court and include the Department of Defense as a party. The City has appealed such
dismissal, and on May 6, 2020, the appellate court overturned the trial court’s dismissal. The appellate court remanded the
case back to the trial court and the parties are now waiting for the trial court to set a trial date. The City has reached
settlement with two of the defendants: Trojan Fireworks Company and Zambelli and those defendants have been
dismissed from the lawsuit.

PONGS V. CITY OF RIVERSIDE (“PONGS I”)

On December 16, 2019, a lawsuit entitied Pongs v. City of Riverside was filed against the City challenging the City’'s Water
Rate WA-12, “Agricultural Water”, alleging that the City is overcharging customers for service under this rate in violation of
Article XIIID, Section 6 of the California Constitution. The plaintiff is seeking that the court invalidate Water Rate WA-12
and refund all to all WA-12 customers monies collected under that rate. A hearing date for the first phase of the trial, on
liability, has been scheduled for November 17, 2021. This lawsuit has been stayed pending the resolution of another
lawsuit challenging the City’'s Water General Fund Transfer, entitled Simpson v. City of Riverside (as referenced below).

PONGS ET AL. V. CITY OF RIVERSIDE ET AL. (“PONGS II”)

On January 8, 2021, a lawsuit entitled Pongs et al. v. City of Riverside et al. was filed against the City by two minority
shareholders of the Gage Canal Company, alleging that the City had breached certain fiduciary duties and a contract
related to the City’s operation of the Gage Canal, an irrigation canal owned by the City and operated by the Gage Canal
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NOTE 10. LITIGATION (CONTINUED)

PONGS ET AL. V. CITY OF RIVERSIDE ET AL. (“PONGS II”) (CONTINUED)
Company. The plaintiffs are seeking over $9M in damages and that the court compel certain actions by the City. No trial
date has been set for this action. In December of 2021, Pongs voluntarily dismissed their lawsuit.

SIMPSON V. CITY OF RIVERSIDE

On December 19, 2019, a class action lawsuit entitled Simpson v. City of Riverside was filed against the City alleging that
the City is overcharging customers for water utility service in violation of Article XIIID, Section 6 of the California
Constitution, on the grounds that the City is transferring 11.5% of water utility revenues to the City’s general fund. The
transfer, also known as the “General Fund Transfer”, was approved by voters on June 4, 2013, as a general tax. The
plaintiff is seeking refunds for all customers for monies collected in violation and also that the court set aside the voter's
2013 approval of the General Fund Transfer. No trial date has been set for this action.

CITY OF RIVERSIDE V. 3M COMPANY, ET AL.

The Water Utility is a plaintiff in a lawsuit against several entities over contamination of its water supply wells with synthetic
per- and polyfluoroalkyl substances (“PFAS”). The lawsuit was filed July 26, 2021 as part of a multidistrict litigation
proceeding consolidated before a federal judge in Charleston, South Carolina. No trial date has been set.

CITY OF RIVERSIDE V. SHELL OIL COMPANY, ET AL.

The Water Utility is a plaintiff in a lawsuit against several entities over contamination of its water supply wells with 1, 2, 3, -
Trichloropropane (“TCP”). The lawsuit was filed December 4, 2020, in the superior court in San Francisco. No trial date
has been set.

NOTE 11. LEASES

For the year ended June 30, 2022, the financial statements include the adoption of GASB Statement No. 87, Leases. The
primary objective of this statement is to enhance the relevance and consistency of information about governments' leasing
activities. This statement establishes a single model for lease accounting based on the principle that leases are financings
of the right to use an underlying asset. Under this statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of
resources. For additional information, refer to the disclosures below.

LEASES PAYABLE

The Water Utility has entered into 4 leases as Lessee for the use of various pieces of machinery and equipment. The
terms range from 61 months to 85 months beginning on the contract commencement date. An initial lease liability was
recorded in the amount of $25. As of 06/30/2022, the value of the lease liability is $19. The Water Utility is required to
make monthly payments ranging from $0 to less than $1 through the terms of the leases. The leases have an interest rate
of 0.52%. The leases have various options to extend, ranging up to 2 years. The value of the right-to-use asset as of June
30, 2022 is $21 with accumulated amortization of $5 and is included with machinery and equipment on the Asset Class
activities table found below.
Amount of Lease Assets by
Major Classes of
Underlying Asset
Lease Asset Accumulated

Asset Class Value Amortization
Machinery and equipment $ 21'$ (5)
Total $ 21 3 (5)
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NOTE 11. LEASES (CONTINUED)

Principal Interest Total
Fiscal Year Payments Payments Payments
2023 $ 5% - $ 5
2024 4 - 4
2025 5 - 5
2026 2 - 2
Total $ 16 $ - $ 16

LEASES RECEIVABLE

The Water Utility entered into 18 leases as a Lessor for the use of various pieces of land and building. The terms range
from 5 to 110 years beginning on the contract commencement date. An initial lease receivable was recorded in the amount
of $83,950. As of June 30, 2022, the value of the lease receivable is $83,408. The lessee is required to make monthly
payments ranging from $0 to $87 through the terms of the leases. The leases have interest rates ranging from 0.52% to
1.79%. The various buildings and equipment estimated useful lifes range from 3 to 50 years. The value of the deferred
inflow of resources as of June 30, 2022 was $82,838, and the Water Utility recognized lease revenue of $1,113 during the
fiscal year. The lessees have various extension options, ranging up to 55 years.

Principal Interest Total
Fiscal Year Payments Payments Payments
2023 $ 425 $ 1,484 $ 1,909
2024 423 1,482 1,905
2025 413 1,471 1,884
2026 406 1,464 1,870
2027 413 1,457 1,870
2028-2032 2,103 7,187 9,290
2033-2037 2,189 6,997 9,186
2038-2042 2,314 6,794 9,108
2043-2047 2,723 6,571 9,294
2048-2052 3,280 6,306 9,586
2053-2057 3,946 5,980 9,926
2058-2062 4,682 5,593 10,275
2063-2067 5,347 5,145 10,492
2068-2072 3,117 4,752 7,869
2073-2077 3,007 4,488 7,495
2078-2082 3,272 4,207 7,479
2083-2087 3,578 3,900 7,478
2088-2092 3,91 3,567 7,478
2093-2097 4,279 3,198 7477
2098-2102 4,681 2,796 7,477
2103-2107 5,118 2,358 7,476
2108-2112 5,596 1,880 7,476
2113-2117 6,121 1,354 7,475
2118-2122 6,694 780 7,474
2123-2127 5,030 198 5,228
2128-2132 340 2 342
Total $ 83,408 $ 91,411 $ 174,819
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WATER UTILITY

KEY HISTORICAL OPERATING DATA

Fiscal Year 2021/22 2020/21 2019/20 2018/19 2017/18
WATER SUPPLY (ACRE FEET)
Potable water production’ 68,054 72,215 64,827 64,379 69,778
Percentage pumped (%)? 100 100 100 100 100
System peak day (gallons)? 82,700,000 91,900,000 89,600,000 90,200,000 83,000,000
WATER USE
Number of meters as of year end:
Residential 59,876 59,782 59,598 59,456 59,601
Commercial/Industrial* 6,153 6,080 6,068 6,028 5,705
Other* 343 336 365 319 334
Total 66,372 66,198 66,031 65,803 65,640
CCF* sales:
Residential 15,362,908 16,149,357 14,610,481 14,157,606 15,564,143
Commercial/industrial* 10,245,377 10,069,176 9,126,132 9,191,682 9,573,518
Other* 870,928 835,300 787,119 805,022 900,596
Subtotal 26,479,213 27,053,833 24,523,732 24,154,310 26,038,257
Wholesale 366,370 1,571,549 1,002,289 1,673,411 1,476,117
Total 26,845,583 28,625,382 25,526,021 25,827,721 27,514,374
*(CCF equals 100 cubic feet)
WATER FACTS
Average annual CCF
per residential customer 257 270 245 238 261
Average price ($/CCF)
per residential customer $ 298 $ 277 $ 267 $ 250 $ 2.39
Debt service coverage ratio (DSC)56.7.8 2.23 2.25 1.80 1.68 2.16
Employees® 164 165 165 159 159

1 Water pumping figures have been adjusted to include retail and wholesale potable water production.

2 No purchased water.

3 System peak day has been adjusted to reflect production for retail customers.
4 Changes in fiscal years 18/19 & 19/20 reflect reclassification of certain Commercial/Industrial accounts and Other accounts in connection with current

Water Rate Plan.

5 Interest expense used to calculate DSC is net of federal subsidy on Build America Bonds.
6 Excludes GASB 68 Accounting and Financial Reporting for Pension non-cash adjustments of ($4,891), ($1,107), $1,046, ($482), and $3,149, for fiscal

years 21/22 through FY17/18, respectively.

7 Excludes GASB 75 Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions non-cash adjustments of $210, $73, $197,
$118 and $265, for fiscal years 21/22 through FY 17/18, respectively
8 Includes GASB 87 Leases net adjustment of $708 for June 30, 2022.

9 Approved positions.
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2021/2022 WATER REVENUE AND RESOURCES

SOURCE OF DISTRIBUTION OF WATER RESOURCES
REVENUE REVENUE
u Residential Sales 52¢ = Ope’a“m_s and Maintenance 54¢ & San Bemardino Basin Wells 68%
= Debt Service 20¢ u Riverside Basin Wells 32%
® Commerdial Sales 28¢ “ Addtions & Replacementstothe System9¢ [
H Transfers to the City'S General Fund* 9¢
u Other Revenue 16¢ = Addiional Reserves 7¢
1 Other Sales 3¢ u Water Conservation 1¢

*Based on transfer of 11.5% of fiscal year
2020/2021 gross operating revenues,

# Investment Income <19
entincome <1% including adjustments

RESIDENTIAL WATER RATE COMPARISON - 21 CCF PER MONTH (AS OF
JUNE 30, 2022)
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126% Higher 91% Higher $54
$122 $103
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WATER KEY OPERATING INDICATORS

General Fund Transfer (In Millions)

2022 [ 57.7
2021 Y e7.0
2020 T 6.5
2019 T se.6
201 T s6.2

Number of Meters At Year End

N 66,372
I eo,108
I 66,031
I 65,803

I 65,640

Total Operating Revenue (In Millions)

2022 [ es0.1
2021 [ ss0.3
2020 [ s09.7

2019 [  ses.1

2018 e s66.7

Potable Water Production (In Acre Feet)

2022 | 68,054

2021 [ 2,215
2020 [ 64,827

2019 [ 64,379

2018 [ 69,778

Peak Day Demand (In Millions of Gallons)

2022
2021
2020
2019
2018

2022
2021
2020
2019
2018
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WATER FACTS AND SYSTEM DATA

ESADISNEA. ...ttt 1913
SErvice Area POPUIAtION..........c.oovieeeeeeeeeeeeeeee et n et n e 317,847
Service Area Size (SQUATe MIlES)..........ccueveweveeeeeceeeeeeeeeeeeeeeeeeeee e ee e 74.24

System Data:

SMAIIESt PIDEINE ...ttt en e 2.0"
Largest PIPEIINE .......c.voveececeeee oo eneneeae 72.0"
MIIES OF PIDEIINE. ...t 993
NUMbEr Of DOMESHC WEIIS..........c.eeeeeeeeeeeeeeeeeeeeeee e 56
NUMDET Of ACHVE RESEIVOITS...........eveeeeeeeeeeeeeeee e 16
Total Reservoir Capacity (QAllONS)..........c.c.cvovoveeeeeeeeeeeeeeeeceeeeeeeeeeeee e 108,500,000
Number of Treatment Plants..............oiii e 6
NUMber of TreatMent VESSEIS. ............c.ovoveeeeeeeeeeeee et 84
MIIES OF CANAL ... 14
NUMDbeEr Of Firg HYAraNtS.......c.c.ovveeecececeeeeeeeeeeeee e enneeae 8,019
Daily Average Production (Qallons).................coceueueueeeeeeeceeeeeeeeeeeeeeeee e 64,600,000
2021-2022 Peak Day (QAlIONS)............ccueueeeeeeeeeeceeeeeeeeeeeee e eeeeeee e en e 82,700,000
06/27/22, 101 Degrees
Historical Peak (QAlIONS).......c.c.ewovoveeeeceeeeeeeeeeeeeeee e eeee e eee e en e en e 118,782,000

08/9/05, 99 Degrees

Bond Ratings:

FICN RAUNGS......eececeeeeeeeee ettt ee e en e e eeenna e eeeenenaean AA+
VIOOTY'S. ... vttt ee et ee et enen et enen e enn e Aa2
S&P GIOD@l RALNGS ........evveeeeeeceeee e enen e en e AA+
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