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A Professional Accountancy Corporation

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Kensington Police Protection and Community Services District
Kensington, California

Opinion

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the general fund, of the District as of June 30, 2023, and
the respective changes in financial position for the fiscal year then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

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

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; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

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 District’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.
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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 generally accepted auditing standards and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements
are considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

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

e 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 District’s internal control. Accordingly, no such opinion is expressed.

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

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

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audit.

Required Supplementary Information

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



Prior-Year Comparative Information

The financial statements include partial prior-year comparative information. Such information does not include
sufficient detail to constitute a presentation in accordance with accounting principles generally accepted in the
United States of America. Accordingly, such information should be read in conjunction with the District’s
financial statements for the year ended June 30, 2022, from which such partial information was derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a separate report dated February 8,
2024, on our consideration of the District's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the District's internal control over
financial reporting and compliance.

fﬁ/ %w.f

Walnut Creek, California
February 8, 2024
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2023

Management’s Discussion and Analysis (MD&A) offers readers of Kensington Police Protection and Community
Services District’s financial statements a narrative overview of the District’s financial activities for the fiscal
year ended June 30, 2023. This MD&A presents financial highlights, an overview of the accompanying financial
statements, an analysis of net position and results of operations, a current-to prior year analysis, a discussion
on restrictions, commitments and limitations, and a discussion of significant activity involving capital assets
and long-term debt. Please read in conjunction with the financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

e The District’s net position decreased $2,644,144 or 37.01% as a result of this year’s operations.

e Total revenues from all sources increased $298,819 or 7.61%, from $3,928,297 to $4,227,116, from the
prior year, primarily due to an increase of $216,445 in property taxes received.

e Total expenses for the District’s operations increased by $7,510,752 or 1,174.49%, from ($639,492) to
$6,871,260, from the prior year, primarily due to large increases in non-cash employee benefit expenses
as a result of the District’s annual revaluation of net pension and OPEB liabilities.

e The District purchased new capital assets during the year in the amount of $68,061. Depreciation expense
was $161,908.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts - management discussion and analysis (this section), the basic
financial statements, and required supplementary information. The basic financial statements include two
kinds of statements that present different views of the District:

e District-wide financial statements provide both short-term and long-term information about the District’s
overall financial status.
e Fund financial statements focus on individual parts of the District, reporting the District’s operations in
more detail than the district-wide statements.
= The governmental funds statements tell how basic services were financed in the short term as well as
what remains for future spending.

Figure A-1. Organization of Kensington Police Protection and Community
Services District’s Annual Financial Report

The financial statements also ! | !
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2023

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

Figure A-2 summarizes the major features of the District’s financial statements, including the portion of the
District’s activities they cover and the types of information they contain.

Figure A-2. Major Features of the District-Wide and Fund Financial Statements

Type of
Statements District-Wide Governmental Funds Fiduciary Fund
Scope Entire District The activities of the Instances in which the
District that are not District administers
proprietary or resources on behalf of
fiduciary, such as someone else, such as
public safety services retirement benefits
Required e Statement of Net e Balance Sheet e Statement of
financial Position Fiduciary Net
statements * Statement of Position
e Statement of Revenues,
Activities Expenditures & e Statement of
Changes in Fund Changes in
Balances Fiduciary Net
Position
Accounting Accrual accounting Modified accrual Accrual accounting
basis and and economic accounting and and economic
measurement resources focus current financial resources focus
focus resources focus
Type of All assets and Only assets expected All assets and
asset/liability liabilities, both to be used up and liabilities, both short-
information financial and capital, liabilities that come term and long-term;
short-term and long- | due during the year or | The District’s funds do
term soon thereafter; no not currently contain
long-term items are nonfinancial assets,
included, such as though they can
capital assets or long-
term debt.
Type of All revenues and Revenues for which All revenues and
inflow/outflow | expenses during year, | cash is received during | expenses during the
information regardless of when or soon after the end year, regardless of
cash is received or of the year; when cash is received
paid expenditures when or paid
goods or services have
been received and
payment is due during
the year or soon
thereafter

The remainder of this overview section of management’s discussion and analysis highlights the structure and
contents of each of the statements.




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2023

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

District-Wide Statements

The district-wide statements report information about the District as a whole using accounting methods similar
to those used by private-sector companies. The Statement of Net Position includes all of the District’s assets,
deferred outflows of resources, liabilities, and deferred inflows of resources. All of the current year’s revenues
and expenses are accounted for in the statement of activities regardless of when cash is received or paid.

The two district-wide statements report the District’s net position and how it has changed. Net position - the
difference between the District’s assets and deferred outflows of resources and liabilities and deferred inflows
of resources - is one way to measure the District’s financial health, or position.

e Over time, increases and decreases in the District’s net position are an indicator of whether its financial
position is improving or deteriorating, respectively.

e To assess the overall health of the District, you need to consider additional nonfinancial factors such as
changes in the District’s demographics and the condition of buildings and other facilities.

e Inthe district-wide financial statements, the District’s activities are categorized as Governmental Activities.
Most of the District’s basic services are included here, such as weed abatement, landscape maintenance,
and administration. State and local programs finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s most significant funds -
not the District as a whole. Funds are accounting devices the District uses to keep track of specific sources of
funding and spending on particular programs. Some funds are required by State law and by granter
requirements.




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2023

FINANCIAL ANALYSIS AND CONDENSED FINANCIAL INFORMATION
Analysis of Net Position

Table A-1: Condensed Statement of Net Position

June 30,2023 June 30,2022 Change
Assets:
Current assets $ 2,770,621 $ 3,010,320 $  (239,699)
Non-current assets 138,185 2,352,214 (2,214,029)
Capital assets, net 5,422,843 5,516,690 (93,847)
Total assets 8,331,649 10,879,224 (2,547,575)
Deferred outflows of resources 3,851,560 4,405,446 (553,886)
Liabilities:
Current liabilities 551,603 444,896 106,707
Non-current liabilities 4,929,323 4,362,527 566,796
Total liabilities 5,480,926 4,807,423 673,503
Deferred inflows of resources 2,201,566 3,332,386 (1,130,820)
Net position:
Net investment in capital assets 5,104,368 5,198,046 (93,678)
Unrestricted (Deficit) (603,651) 1,946,815 (2,550,466)
Total net position $ 4,500,717 $ 7,144,861 $ (2,644,144)

At the end of fiscal year 2023, the District shows a positive balance overall for its net position of $4,500,717.
The decrease of the net investment in capital assets represents the amount of capital asset additions over
depreciation expense. The District showed a negative (deficit) balance in its unrestricted net position of
($603,651) which was due to the estimated amounts for the net pension and net OPEB liabilities and the related
deferred outflows/inflows.

Analysis of Revenues and Expenses

Table A-2: Condensed Statements of Activities

June 30,2023 June 30,2022 Change

Program revenues $ 1,736,413 $ 1,728,985 $ 7,428
Expenses (6,871,260) 639,492 (7,510,752)

Net program expense (5,134,847) 2,368,477 (7,503,324)
General revenues 2,490,703 2,199,312 291,391

Change in net position (2,644,144) 4,567,789 (7,211,933)
Net position:

Beginning of year 7,144,861 2,577,072 4,567,789

End of year $ 4,500,717 $ 7,144,861 $ (2,644,144)




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2023

FINANCIAL ANALYSIS AND CONDENSED FINANCIAL INFORMATION (continued)

Analysis of Revenues and Expenses (continued)
The statement of activities shows how the government’s net position changed during the fiscal year. In the case
of the District, the operations of the District decreased its net position by $2,644,144.

Table A-3: Total Revenues
Increase
June 30,2023 June 30,2022 (Decrease)

Program revenues:
Special assessments:

Public safety $ 685,470 $ 685,470 $ -

Measure "G" public safety 651,974 620,989 30,985
Recreation 44,359 42,164 2,195
Charges for services 90,743 39,541 51,202
Operating grants and contributions 217,383 165,675 51,708

Capital grants and contributions 456 158,358 (157,902)
Other revenue 46,028 16,788 29,240
Total program revenues 1,736,413 1,728,985 7,428

General revenues:

Property taxes 2,381,352 2,164,907 216,445
Franchise fees, net 83,256 66,551 16,705
Investment earnings 26,095 (32,146) 58,241
Total general revenues 2,490,703 2,199,312 291,391
Total revenues $ 4,227,116 $ 3,928,297 $ 298,819

Total revenues from all sources increased $298,819 or 7.61%, from $3,928,297 to $4,227,116, from the prior
year, primarily due to an increase of $216,445 in property taxes received.

Table A-4: Total Expenses
Increase
June 30,2023 June 30,2022 (Decrease)

Expenses:
Salaries and wages $ 1,799,249 $ 1,396,178 $ 403,071
Employee benefits 2,917,240 (3,396,472) 6,313,712
Materials and services 1,900,063 1,037,848 862,215
Depreciation expense 161,908 154,402 7,506
Interest expense 92,800 168,552 (75,752)
Total expenses $ 6,871,260 $ (639,492) $ 7,510,752




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2023

FINANCIAL ANALYSIS AND CONDENSED FINANCIAL INFORMATION (continued)

Analysis of Revenues and Expenses (continued)

Total expenses for the District’s operations increased by $7,510,752 or 1,174.49%, from ($639,492) to
$6,871,260, from the prior year, primarily due to large increases in non-cash employee benefit expenses as a
result of the districts reductions in pension and OPEB liabilities/(assets) in the 2022 fiscal year.

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

The financial performance of the District as a whole is reflected in its governmental funds as well. As the District
completed this year, its governmental funds reported a fund balance of $2,514,331, which is below last year's
ending fund balance of $2,823,743. The primary cause of the decrease in fund balance is due to an increase in
total expenditures related to materials and services.

General Fund Budgetary Highlights

The final budgeted expenditures for the District at year-end were $253,428 less than actual. The variance is
principally due to $716,863 more in material and services expenditures. Actual revenues were less than the
anticipated budget by $58,384, primarily because less than anticipated grant revenue was received.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By the end of 2022-23 the District had invested $68,061 in new capital assets, related to building improvements
and equipment purchases. (More detailed information about capital assets can be found in Note 3 to the

financial statements). Total depreciation expense for the year was $161,908.

Table A-5: Capital Assets at Year End, Net of Depreciation

Balance Balance
June 30,2023 June 30,2022

Capital assets:

Non-depreciable assets $ 2,808,347 $ 2,808,347

Depreciable assets 4,314,189 4,246,128

Accumulated depreciation (1,699,693) (1,537,785)
Total capital assets, net $ 5,422,843 $ 5,516,690




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2023

CAPITAL ASSET AND DEBT ADMINISTRATION (continued)

Long-term Debt
Capital related debt was being repaid in fiscal year 2022-23. (See note 5 for further information)

Table A-6: Long-term Debt at Year End

Balance Balance
June 30,2023 June 30,2022

Long-term debt:

Loan payable $ 161,019 $ 184,524
Direct finance purchase 157,456 134,120
Total long-term debt $ 318,475 $§ 318,644

FACTORS AFFECTING CURRENT FINANCIAL POSITION

Management is unaware of any item that would affect the current financial position.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

The District’s basic financial statements are designed to present users with a general overview of the District’s
finances and to demonstrate the District’s accountability. If you have any questions about the report or need
additional information, please contact the District's General Manager at 10940 San Pablo Avenue, El Cerrito,
CA 94530 or (510) 526-4141.




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Statement of Net Position
June 30, 2023 (With Comparative Information as of June 30, 2022)

Governmental Activities

ASSETS 2023 2022
Current assets:
Cash and cash equivalents (note 2) $ 2,605,834 $ 2,661,049
Accrued interest receivable 5,149 1,145
Accounts receivable 13,350 83,916
Property taxes receivable 31,698 29,791
Other receivables 86,159 65,271
Prepaid items 28,431 169,148
Total current assets 2,770,621 3,010,320
Non-current assets:
Net other post-employment benefits asset (note 8) 138,185 24,244
Net pension asset (note 9) - 2,327,970
Capital assets - not being depreciated (note 3) 2,808,347 2,808,347
Capital assets, net - being depreciated (note 3) 2,614,496 2,708,343
Total non-current assets 5,561,028 7,868,904
Total assets 8,331,649 10,879,224

DEFERRED OUTFLOWS OF RESOURCES

Deferred amounts related to net OPEB asset (note 8) 694,408 244,246
Deferred amounts related to net pension asset/liability (note 9) 3,157,152 4,161,200
Total deferred outflows of resources 3,851,560 4,405,446
LIABILITIES
Current liabilities:
Accounts payable and accrued expenses 256,290 186,577
Long-term liabilities - due in one year:
Compensated absences (note 4) 45,981 29,101
Loan payable (note 5) 24,398 23,505
Direct finance purchase (note 6) 50,934 37,713
Pension obligation bonds payable (note 7) 174,000 168,000
Total current liabilities 551,603 444,896

Noncurrent liabilities:
Long-term liabilities - due in more than one year:

Compensated absences (note 4) 45,981 29,101
Loan payable (note 5) 136,621 161,019
Direct finance purchase (note 6) 106,522 96,407
Pension obligation bonds payable (note 7) 3,902,000 4,076,000
Net pension liability (note 9) 738,199 -
Total noncurrent liabilities 4,929,323 4,362,527
Total liabilities 5,480,926 4,807,423

DEFERRED INFLOWS OF RESOURCES

Deferred amounts related to net OPEB asset (note 8) 340,223 483,478

Deferred amounts related to net pension asset/liability (note 9) 1,861,343 2,848,908

Total deferred inflows of resources 2,201,566 3,332,386
NET POSITION

Net investment in capital assets (note 10) 5,104,368 5,198,046

Unrestricted (Deficit) (note 12) (603,651) 1,946,815

Total net position $ 4,500,717 $ 7,144,861

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



KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT

Statement of Activities

For the Fiscal Year Ended June 30, 2023

(With Comparative Information for the Year Ended June 30, 2022)

Governmental Activities

2023 2022
Expenses:
Public safety and recreation:
Salaries and wages $ 1,799,249 $ 1,396,178
Employee benefits 2,917,240 (3,396,472)
Materials and services 1,900,063 1,037,848
Depreciation expense 161,908 154,402
Interest expense 92,800 168,552
Total expenses 6,871,260 (639,492)
Program revenues:
Special assessments:
Public safety 685,470 685,470
Measure "G" public safety 651,974 620,989
Recreation 44,359 42,164
Charges for services 90,743 39,541
Operating grants and contributions 217,383 165,675
Capital grants and contributions 456 158,358
Other revenue 46,028 16,788
Total program revenues 1,736,413 1,728,985
Net program expense (5,134,847) 2,368,477
General revenues:
Property taxes 2,381,352 2,164,907
Franchise fees, net 83,256 66,551
Investment earnings 26,095 (32,146)
Total general revenues 2,490,703 2,199,312
Change in net position (2,644,144) 4,567,789
Net position:
Beginning of year 7,144,861 2,577,072
End of year $ 4,500,717 $ 7,144,861
The notes to financial statements are an integral part of this statement. I 12



KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT

Balance Sheet - Governmental Funds

June 30, 2023 (With Comparative Information as of June 30, 2022)

ASSETS

Assets:
Cash and cash equivalents
Accrued interest receivable
Accounts receivable
Property taxes receivable
Other receivables
Prepaid items

Total assets
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable and accrued expenses

Total liabilities

Fund balance: (note 11)
Nonspendable
Assigned
Unassigned

Total fund balance

Total liabilities and fund balance

General Fund

2023 2022
$ 2,605,834 $ 2,661,049
5,149 1,145
13,350 83,916
31,698 29,791
86,159 65,271
28,431 169,148
$ 2,770,621 $ 3,010,320
$ 256,290 $ 186,577
256,290 186,577
28,431 169,148
91,962 58,202
2,393,938 2,596,393
2,514,331 2,823,743
$§ 2,770,621 $ 3,010,320

The notes to financial statements are an integral part of this statement.
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position

June 30, 2023 (With Comparative Information as of June 30, 2022)

2023

2022

Fund Balance of Governmental Funds $ 2,514,331

$ 2,823,743

Amounts reported for governmental activities in the statement of net
position are different because:

Other long-term assets are not available to pay for current period
expenses and accordingly are not reported as fund assets. Other long-term
assets are reported in the statement of net position as follows:

Net other post-employment benefits asset
Net pension asset

Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported in the governmental funds
balance sheet. However, the statement of net position includes those
assets as capital assets.

Deferred outflows of resources used in governmental activities are not
current financial resources and, therefore, are not reported in the
governmental funds balance sheet. However, the statement of net position
includes those deferred outflows of resources.

Long-term liabilities applicable to the District are not due and payable in
the current period and accordingly are not reported as fund liabilities. All
liabilities, both current and long-term, are reported in the statement of net
position as follows:

Compensated absences
Loan payable
Direct finance purchase

138,185

5,422,843

3,851,560

(91,962)
(161,019)
(157,456)

Pension obligation bonds payable (4,076,000)

Net pension liability

Deferred inflows of resources used in governmental activities are not
current financial resources and, therefore, are not reported in the
governmental funds balance sheet. However, the statement of net position

(738,199)

includes those deferred inflows of resources. (2,201,566)

24,244
2,327,970

5,516,690

4,405,446

(58,202)
(184,524)
(134,120)

(4,244,000)

(3,332,386)

Total adjustments

1,986,386

4,321,118

Net Position of Governmental Activities $ 4,500,717

$ 7,144,861

The notes to financial statements are an integral part of this statement.
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds
For the Fiscal Year Ended June 30, 2023

(With Comparative Information for the Year Ended June 30, 2022)

General Fund

2023 2022
Revenues:
Property taxes $ 2,381,352 $ 2,164,907
Franchise fees, net 83,256 66,551
Special assessments:
Public safety 685,470 685,470
Measure "G" public safety 651,974 620,989
Recreation 44,359 42,164
Charges for services 90,743 39,541
Operating grants and contributions 217,383 165,675
Capital grants and contributions 456 158,358
Investment earnings 26,095 (32,146)
Other revenue 46,028 16,788
Total revenues 4,227,116 3,928,297
Expenditures:
Current operations:
Salaries and wages 1,765,489 1,433,769
Employee benefits 541,946 461,945
Materials and services 1,900,063 1,037,848
Capital outlay 68,061 44,185
Debt service:
Principal payment 168,169 189,703
Interest payment 92,800 168,552
Total expenditures 4,536,528 3,336,002
Excess of revenues over expenditures (309,412) 592,295
Change in fund balance (309,412) 592,295
Fund Balance:
Beginning of year 2,823,743 2,231,448
End of year $ 2,514,331 $ 2,823,743

The notes to financial statements are an integral part of this statement. I 15



KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and Changes

in Fund Balances to the Statement of Activities
For the Fiscal Year Ended June 30, 2023
(With Comparative Information for the Year Ended June 30, 2022)

2023 2022
Net Change in Fund Balance - Governmental Funds $ (309,412) $§ 592,295
Amount reported for governmental activities in the statement of activities are
different because:
Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense:
Capital outlay 68,061 44,185
Depreciation expense (161,908) (154,402)
Some expenses reported in the statement of activities do not require the use
of current financial resources and therefore are not reported as expenses in
governmental funds as follows:
Net change in compensated absences (33,760) 37,591
Net change in net OPEB asset and related deferred resources 707,358 451,074
Net change in net pension liability/(asset) and related deferred resources (3,082,652) 3,407,343
Principal repayment of long-term debt is reported as an expenditure in
governmental funds. However, principal repayments reduce liabilities in
the statement of net position and do not result in expenses in the statement
of activities. 168,169 189,703
Total adjustments (2,334,732) 3,975,494
Change in Net Position of Governmental Activities $ (2,644,144) $ 4,567,789

The notes to financial statements are an integral part of this statement.
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

A. Description of Organization
The Kensington Police Protection and Community Services District (District) provides police protection
services, parks and recreation services as well as waste management services to the unincorporated area
of Kensington in Contra Costa County, California. The District is governed by five unpaid board members
elected into office by the community to serve staggered four-year terms. Board meetings are held once a
month on the second Thursday of the month.

B. Reporting Entity
A reporting entity is comprised of the primary government, component units, and other organizations that
are included to ensure the financial statements are not misleading. The primary government of the District
consists of all funds, departments, and agencies that are not legally separate from the District.

Component units are legally separate organizations for which the District is financially accountable.
Component units may also include organizations that are fiscally dependent on the District, in that the
District approves their budget, the issuance of their debt or the levying of their taxes. In addition,
component units are other legally separate organizations for which the District is not financially
accountable but the nature and significance of the organization's relationship with the District is such that
exclusion would cause the District's financial statements to be misleading or incomplete.

The District has identified no organizations that are required to be reported as component units.
C. Basis of Presentation, Basis of Accounting
1. Basis of Presentation

Government-Wide Financial Statements

The statement of net position and the statement of activities display information about the primary
government (the District) and its component units. These statements include the financial activities
of the overall government. Eliminations have been made to minimize the double-counting of internal
activities. Governmental activities generally are financed through taxes, intergovernmental revenues,
and other nonexchange transactions.

The statement of activities presents a comparison between direct expenses and program revenues for
each function of the District's governmental activities. Direct expenses are those that are specifically
associated with a program or function and, therefore, are clearly identifiable to a particular function.
Program revenues include (a) charges paid by the recipients of goods or services offered by the
programs and (b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues, including
all taxes, are presented as general revenues.

Governmental Funds
The District maintains the following governmental funds:

General Fund: This fund is used to account for all financial resources of the District except those
required to be accounted for in another fund. Included are transactions for charges for services,
property taxes, and investment earnings. The general fund balance is available to the District for
any purpose provided it is expended.




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Basis of Presentation, Basis of Accounting (continued)

1. Measurement Focus, Basis of Accounting

Government-Wide Financial Statements

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows take place.
Nonexchange transactions, in which the District gives (or receives) value without directly receiving
(or giving) equal value in exchange, include property taxes, grants, entitlements, and donations. On an
accrual basis, revenue from property taxes is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental Fund Financial Statements

Governmental funds are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Under this method, revenues are recognized when measurable
and available. Expenditures are recorded when the related fund liability is incurred, except for
principal and interest on general long-term debt, claims and judgments, and compensated absences,
which are recognized as expenditures to the extent they have matured. Capital asset acquisitions are
reported as expenditures in governmental funds. Proceeds of general long-term debt and financing
from capital leases are reported as other financing sources.

3. Revenues - Exchange and Non-Exchange Transactions
Revenue resulting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On a modified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and become available.
Available means that the resources will be collected within the current fiscal year. Generally, available
is defined as collectible within 60 days.

Non-exchange transactions, in which the District receives value without directly giving equal value in
return, include property taxes, certain grants, entitlements, and donations. Revenue from property
taxes is recognized in the fiscal year in which the taxes are received. Revenue from certain grants,
entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have
been satisfied. Eligibility requirements include time and purpose requirements. On a modified accrual
basis, revenue from non-exchange transactions must also be available before it can be recognized.




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

D. Budgetary Data
The District follows these procedures in establishing budgetary date reflected in the Required
Supplementary Information - Budgetary Comparison Schedule:

The District Manager submits to the Board of Directors a proposed operating budget at the May Board
meeting for the ensuing year. The annual budget is a complete financial plan for the ensuing budget
year and consists of an operating, capital and debt repayment budget. The General Fund is the only
fund for which an annual budget is legally adopted on a basis consistent with the modified accrual
basis of accounting. The Board then considers the proposed budget at its regular meeting in June,
which is open to the public. The budget represented in the required supplementary information was
the final budget for the fiscal year.

E. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Net Position

1.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly liquid investments with a
maturity of three months or less, when purchased, to be cash equivalents. Cash deposits are reported
at carrying amount, which reasonably estimates fair value.

Investments

Investments are reported at fair value except for short-term investments, which are reported at cost,
which approximates fair value. Cash deposits are reported at carrying amount, which reasonably
estimates fair value. Investments in governmental investment pools are reported at fair value based
on the fair value per share of the pool’s underlying portfolio.

In accordance with fair value measurements, the District categorizes its assets and liabilities measured
at fair value into a three-level hierarchy based on the priority of the inputs to the valuation technique
used to determine fair value. The fair value hierarchy gives the highest priority to quoted prices in
active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs
(Level 3).

If the inputs used in the determination of the fair value measurement fall within different levels of the
hierarchy, the categorization is based on the lowest level input that is significant to the fair value
measurement.

Financial assets and liabilities recorded on the balance sheet are categorized based on the inputs to
the valuation techniques as follows:

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical investments, such
as stocks, corporate and government bonds. The District has the ability to access the holding and
quoted prices as of the measurement date.

Level 2 - Inputs, other than quoted prices, that are observable for the asset or liability either directly
or indirectly, including inputs from markets that are not considered to be active.

Level 3 - Inputs that are unobservable. Unobservable inputs reflect the District’'s own assumptions
about the factors market participants would use in pricing an investment, and is based on the best
information available in the circumstances.
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Net Position
(continued)

3.

Capital Assets

Capital assets are stated at cost or at their estimated fair value at date of donation. It is the District’s
policy to capitalize assets costing over $5,000. The provision for depreciation is computed using the
straight-line method over the estimated service lives of the capital assets.

Estimated service lives for the District’s classes of assets are as follows:

Description Estimated Lives

Buildings and improvements 10-30 years
Machinery and equipment 5-10 years
Furniture and office equipment 6 years
Vehicles 5 years

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position reports a separate section for deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net assets that applies to a future period and so will not be recognized as an outflow
of resources (expense/expenditure) until then.

In addition to liabilities, the statement of net position reports a separate section for deferred inflows
of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net assets that applies to a future period and will not be recognized as an inflow of
resources (revenue) until that time.

Compensated Absences

The liability for compensated absences reported in the government-wide statements consists of
unpaid, accumulated vacation leave balances. The liability has been calculated using the vesting
method, in which leave amounts for both employees who currently are eligible to receive termination
payments and other employees who are expected to become eligible in the future to receive such
payments upon termination are included.

Pensions

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related
to pensions, and pension expense, information about the fiduciary net position of the District’s
California Public Employees’ Retirement System (CalPERS) plan and addition 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.

The following timeframes are used for pension reporting:
Valuation Date June 30, 2021

Measurement Date June 30, 2022
Measurement Period July 1, 2021 to June 30, 2022




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Net Position
(continued)

6.

Pensions (continued)

Gains and losses related to changes in total pension liability and fiduciary net position are recognized
in pension expense systematically over time. The first amortized amounts are recognized in pension
expense for the year the gain or loss occurs. The remaining amounts are categorized as deferred
outflows and deferred inflows of resources related to pensions and are to be recognized in future
pension expense. The amortization period differs depending on the source of the gain or loss. The
difference between projected and actual earnings is amortized straight-line over 5 years. All other
amounts are amortized straight-line over the average expected remaining service lives of all members
that are provided with benefits (active, inactive and retires) as of the beginning of the measurement
period.

Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows
of resources related to OPEB, and OPEB expense, information about the fiduciary net position of the
District’s Retiree Benefits Plan (“the Plan”) and additions to/deductions from the Plan’s fiduciary net
position have been determined on the same basis as they are reported by the Plan. For this purpose,
the Plan recognizes benefit payments when due and payable in accordance with the benefit terms.
Investments are reported at fair value, except for money market investments which are reported at
cost.

The following timeframes are used for OPEB reporting:

Valuation Date June 30, 2022
Measurement Date June 30, 2022
Measurement Period July 1, 2021 to June 30, 2022

Long - Term Obligations

In the government-wide financial statements, long-term debt and obligations are reported as
long-term obligations. In the fund financial statements, government funds recognize the face amount
of debt issued as an other financing source. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expenditures. Payments on debt, including
principal and interest are reported as expenditures.




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Net Position
(continued)

9. Net Position

Net position is classified into two components: investment in capital assets and unrestricted. These
classifications are defined as follows:

¢ Netinvestment in capital assets - This component of net position consists of capital assets net
of accumulated depreciation and reduced by the outstanding balances of any borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

e Unrestricted net position - This component of net position consists of net position that does not
meet the definition of "net investment in capital assets".

10. Fund Balances
The fund balance for governmental funds is reported in classifications based on the extent to which
the government is bound to honor constraints on the specific purposes for which amounts in those
funds can be spent.

Nonspendable: Fund balance is reported as nonspendable when the resources cannot be spent
because they are either in a nonspendable form or legally or contractually required to be maintained
intact. Resources in nonspendable form include inventories and prepaid assets.

Assigned: Resources that are constrained by the District's intent to use them for a specific purpose,
but are neither restricted nor committed, are reported as assigned fund balance. Intent may be
expressed by either the Board, committees (such as budget or finance), or officials to which the Board
has delegated authority.

Unassigned: Unassigned fund balance represents fund balance that has not been restricted,
committed, or assigned and may be utilized by the District for any purpose. When expenditures are
incurred, and both restricted and unrestricted resources are available, it is the District's policy to use
restricted resources first, then unrestricted resources in the order of assigned, and then unassigned,
as they are needed.

F. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenditures during the reported period. Actual results could differ
from those estimates.

G. Property Taxes
Property taxes attach as an enforceable lien on property as of January 1, each year. Secured property taxes
are levied on July 1 and are payable in two installments, on December 10 and April 10. The Contra Costa
County Assessor’s Office assesses all real and personal property within the County each year. Property tax
in California is levied in accordance with Article 13A of the State Constitution at one (1%) of countywide
assessed valuations. The Contra Costa County Treasurer-Tax Collector’s Office remits an undisclosed
portion of the one (1%) current and delinquent property tax collections to the District throughout the year.

| 22



KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 2 - CASH AND INVESTMENTS

Cash and investments as of June 30, were classified on the statement of net position as follows:

Description Balance
Governmental funds:
Cash and cash equivalents $ 2,605,834
Total cash and cash equivalents $ 2,605,834

Cash and investments at June 30, 2023, are reported at fair value and consisted of the following:

Description Balance
Cash on hand $ 100
Demand deposits with financial institutions 518,860
Deposits with Contra Costa County Treasury Pool 1,440,981
Deposits with Local Agency Investment Fund (LAIF) 645,893
Total cash and cash equivalents $ 2,605,834

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Authority’s deposits may not be returned
to it. The District does not have a policy for custodial credit risk for deposits. Cash balances held in banks are
insured up to $250,000 by the Federal Depository Insurance Corporation (FDIC) and are collateralized by the
respective financial institutions. In addition, the California Government Code requires that a financial
institution secure deposits made by State or local governmental units by pledging securities in an undivided
collateral pool held by a depository regulated under State law (unless so waived by the governmental unit).
The market value of the pledged securities in the collateral pool must equal at least 110 percent of the total
amount deposited by the public agencies. California law also allows financial institutions to secure public
deposits by pledging first trust deed mortgage notes having a value of 150 percent of the secured public
deposits and letters of credit issued by the Federal Home Loan Bank of San Francisco having a value of 105

percent of the secured deposits.
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 2 - CASH AND INVESTMENTS (continued)

Contra Costa County Treasury Pool

The District is a voluntary participant in the Contra Costa County Treasury Pool (Pool) pursuant to Government
Code Section 53694. The cash flow needs of participants are monitored daily to ensure that sufficient liquidity
is maintained to meet the needs of those participants. At the time deposits are made, the Contra Costa County
Treasurer may require the depositing entity to provide annual cash flow projections or an anticipated
withdrawal schedule for deposits in excess of $1 million. Projections are performed no less than semi-annually.
In accordance with Government Code Section 27136, all request for withdrawal of funds for the purpose of
investing or deposits the funds elsewhere shall be evaluated to ensure the proposed withdrawal will not
adversely affect the principal deposits of the other participants. Pool detail may be obtained from the Contra
Costa County Treasurer-Tax Collector’s office at 625 Court Street, Suite 100, Martinez, CA 94553.

The Contra Costa County Treasury Pool is not categorized under the fair value hierarchy established by GAAP
as it is held at an amortized cost basis. For financial reporting purposes, the District considers the funds held
in the Pool as cash equivalents due to their highly liquid nature and dollar-in dollar-out amortized cost
methodology. As of June 30, 2023, the District held $1,440,981 in the Pool.

Local Agency Investment Fund (LAIF)

The California State Treasurer, through the Pooled Money Investment Account (PMIA), invests taxpayers’
money to manage the State’s cash flow and strengthen the financial security of local governmental entities.
PMIA policy sets as primary investment objectives safety, liquidity and yield. Through the PMIA, the Investment
Division manages the Local Agency Investment Fund (LAIF). The LAIF allows cities, counties and special
districts to place money in a major portfolio and, at no additional costs to taxpayers, use the expertise of
Investment Division staff. Participating agencies can withdraw their funds from the LAIF at any time as LAIF is
highly liquid and carries a dollar-in dollar-out amortized cost methodology.

The District is a voluntary participant in LAIF. The fair value of the District’s investment in this pool is reported
at an amount based upon the District’s pro-rata share of the fair value provided by LAIF for the entire LAIF
portfolio (in relation to the amortized cost of the of that portfolio). The balance available for withdrawal is
based on the accounting records maintained by LAIF. LAIF is not categorized under the fair value hierarchy
established by GAAP as it is held at an amortized cost basis and it is Not Rated under the current credit risk
ratings format. For financial reporting purposes, the District considers LAIF a cash equivalent due to its highly
liquid nature and dollar-in dollar-out amortized cost methodology. As of June 30, 2023, the District held
$645,893 in LAIF.




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT

Notes to Financial Statements
June 30, 2023

NOTE 3 - CAPITAL ASSETS

Changes in capital assets for the year ended June 30, 2023, were as follows:

Balance Additions/ Deletions/ Balance
July 1, 2022 Transfers Transfers June 30,2023
Non-depreciable capital assets:
Land $ 2,808,347 $ - $ $§ 2,808,347
Total non-depreciable capital assets 2,808,347 - 2,808,347
Depreciable capital assets:
Buildings and improvements 3,622,435 - 3,622,435
Machinery and equipment 130,226 - 130,226
Furniture and office equipment 108,965 - 108,965
Vehicles 384,502 68,061 452,563
Total depreciable capital assets 4,246,128 68,061 4,314,189
Accumulated depreciation:
Buildings and improvements (1,111,376) (95,904) (1,207,280)
Machinery and equipment (109,995) (8,535) (118,530)
Furniture and office equipment (62,107) (11,167) (73,274)
Vehicles (254,307) (46,302) (300,609)
Total accumulated depreciation (1,537,785) (161,908) (1,699,693)
Total depreciable capital assets, net 2,708,343 (93,847) 2,614,496
Total capital assets, net $ 5,516,690 $ (93,847) _$ $§ 5,422,843
NOTE 4 - COMPENSATED ABSENCES
Changes to compensated absences balances for the year ended June 30, 2023, were as follows:
Balance Balance Current Long-term
July 1,2022 Additions Deletions June 30,2023 Portion Portion
$ 58,202 $ 131,914 $ (98,154) $ 91,962 $ 45,981 $ 45,981
NOTE 5 - LOAN PAYABLE
Changes to the loan payable balance for the year ended June 30, 2023, was as follows:
Balance Balance Current Long-term
July 1,2022 Additions Deletions June 30,2023 Portion Portion
$ 184,524 $ - $ (23,505) $ 161,019 $ 24,398 $ 136,621
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 5 - LOAN PAYABLE (continued)

Community Center Loan

In 2019, the District secured a $250,000 10-year at 3.80% construction loan to complete the improvements to
the District's Community Center. Principal and interest payments are due in June of each year. The loan is
payable until June 2029. Future remaining payments are as follows:

Fiscal Year Principal Interest Total
2024 $ 24,398 $ 6,119 $ 30,517
2025 25,325 5,192 30,517
2026 26,287 4,230 30,517
2027 27,286 3,231 30,517
2028 28,323 2,194 30,517
2029 29,400 1,117 30,517
Total 161,019 $ 22,083 $ 183,102

Current (24,398)

Long-term $ 136,621

NOTE 6 - DIRECT PURCHASE FINANCING

Changes in direct purchase financing amounts for the year ended June 30, 2023, were as follows:

Balance Balance Current Long-term
Direct Purchase Financing July 1,2022 Additions Deletions June 30,2023 Portion Portion
Vehicle financing agreement I $ 134,120 $ - $ (37,713)  $ 96,407 $ 38,378 $ 58,029
Vehicle financing agreement II - 68,061 (7,012) 61,049 12,556 $ 48,493
§ 134,120 $ 68,061 $ (44,725) $ 157,456 $ 50,934 § 106,522

Vehicle financing agreement I

On November 24, 2021, the District entered into a tax-exempt purchase agreement with U.S. Bancorp
Government Leasing and Finance, Inc. for three Police Vehicles and related equipment in the amount of
$190,000. The term is five years with an interest rate of 1.75%. Principal and interest payments are due
monthly in the amount of $3,309.54, with the final payment due in December 2025.

Future remaining payments are as follows:

Fiscal Year Principal Interest Total
2024 $ 38,378 $ 1,337 $ 39,715
2025 39,055 660 39,715
2026 18,974 72 19,046
Total 96,407 $ 2,069 $ 98,476

Current (38,378)

Long-term $ 58,029
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KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 6 - DIRECT PURCHASE FINANCING (continued)

Vehicle financing agreement II

On December 19, 2022, the District entered into a tax-exempt purchase agreement with U.S. Bancorp
Government Leasing and Finance, Inc. for one Police Vehicle and related equipment in the amount of $68,061.
The term is five years with an interest rate of 5.50%. Principal and interest payments are due monthly in the
amount of $1,300.05, with the final payment due in November 2027.

Future remaining payments are as follows:

Fiscal Year Principal Interest Total
2024 $ 12,556 $ 3,044 $ 15,600
2025 13,265 2,336 15,601
2026 14,013 1,588 15,601
2027 14,803 797 15,600
2028 6,412 88 6,500
Total 61,049 $ 7,853 $ 68,902

Current (12,556)

Long-term $ 48,493

NOTE 7 - PENSION OBLIGATION BONDS

Changes in pension obligation bonds amounts for the year ended June 30, 2023, were as follows:

Balance Balance Current Long-term
July 1,2022 Additions Deletions June 30,2023 Portion Portion
$ 4,244,000 $ - $ (168,0000) _$ 4,076,000 $ 174,000 $§ 3,902,000

On June 18, 2020, the District issued 2020 Taxable Pension Obligation Bonds in the amount of $4,544,000. The
2021 bonds were placed with Capital One Public Funding, LLC. The bonds were issued to (a) finance $4,424,408
of the District’s unfunded accrued liability to the California Public Employees’ Retirement System (CalPERS)
for the benefit of the District’'s employees and to pay a portion of current normal costs, and (b) pay $119,592
of the costs incurred in connection with the issuance of the bonds. The bonds bear interest at 3.850% and are
payable semiannually on January 1 and July 1 of each year, commencing January 1, 2021 until maturity or
earlier redemption. The bonds mature in fiscal year 2040. Total principal and interest remaining on the bonds
as of June 30, 2023 is $5,629,862.




KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES DISTRICT
Notes to Financial Statements
June 30, 2023

NOTE 7 - PENSION OBLIGATION BONDS (continued)

Future remaining payments are as follows:

Fiscal Year Principal Interest Total
2024 $ 174,000 $ 156,926 $ 330,926
2025 181,000 150,227 331,227
2026 188,000 143,259 331,259
2027 195,000 136,021 331,021
2028 203,000 128,513 331,513

2029-2033 1,136,000 519,404 1,655,404

2034-2038 1,373,000 283,129 1,656,129

2039-2040 626,000 36,383 662,383
Total 4,076,000 $ 1,553,862 $ 5,629,862

Current (174,000)

Long-term $§ 3,902,000

Bond Provisions

The obligations of the District under the bonds, including the obligation to make all payments of interest and
principal when due, are obligations of the District imposed by law and are absolute and unconditional, without
any right of set-off or counterclaim. The bonds do not constitute an obligation of the District for which the
District is obligated to levy or pledge any form of taxation. Neither the bonds nor the obligations of the District
to make payments on the bonds constitute an indebtedness of the District, the State of California, or any of its
political subdivisions in contravention of any constitutional or statutory debt limitation or restriction. For the
purpose of paying the principal of and interest on the bonds, the District’s council has covenanted under the
trust agreement, to take such actions annually as are necessary or appropriate to cause the debt service on the
bonds due in any fiscal year to be included in the budget for such fiscal year and to make the necessary
appropriations therefor from any legally available funds to ensure that sufficient sums are available to pay the
annual principal of and interest on the bonds as the same become due.

NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (OPEB)

Summary
The following balances on the balance sheet will be addressed in this footnote as follows:

Description 2023
OPEB related deferred outflows $ 694,408
Net other post-employment benefits (OPEB) asset 138,185
OPEB related deferred inflows 340,223
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) (continued)
A. General Information about the OPEB Plan

Plan description

The District provides lifetime retiree medical coverage to eligible police (safety) employees who retire at
age 50, along with their dependents. The medical plan benefits are contracted with the California Public
Employees’ Retirement System under the Public Employees’ Medical and Hospital Care Act (PEMHCA).

Eligible retirees may enroll in any of the plans available through the CalPERS Program. The District
contributes the entire cost of post-employment medical coverage up to a cap of the Kaiser Bay Area rates
for the coverage selected. Also, the District contributes the entire cost of post-employment dental and
vision premiums for retirees.

Plan Members

2022
Inactive plan members or beneficiaries currently receiving benefit payments 15
Inactive plan members entitled to but not yet receiving benefit payments
Active plan members 6
Total 21
Funding Policy

The contribution requirements of plan members and the District are established and may be amended by
the District and/or the District’s Board of Directors. Currently, contributions are not required from plan
members. The District has been typically funding this OPEB plan on a pay-as-you-go basis; however,
recently contributions have been made to an OPEB Trust.

Contributions

Benefit provisions and contribution requirements are established and may be amended through
agreements and memorandums of understanding between the District and its employees. The plan does
not require employee contributions. Administrative costs of this plan are financed by the District. For fiscal
year ended June 30, 2022, the measurement period, the District’s contributions totaling $191,908 included
$155,643 in current year premium payments, and an implied subsidy of $36,265.

Accounting for the Plan

The other post-employment benefit trust is prepared using the accrual basis of accounting. Employer
contributions to the plan are recognized when due and the employer has made a formal commitment to
provide contributions. Benefits are recognized when due and payable in accordance with the terms of each
plan.

Method Used to Value Investments

Investments are reported in the accompanying financial statements at fair value, which is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measure date. Securities for which market quotations are not readily available are
valued at their fair value as determined by the custodian with the assistance of a valuation service.
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) (continued)

A. Net OPEB Liability/(Asset)
The District’s total OPEB liability was measured as of June 30, 2022 and was determined by an actuarial
valuation as of June 30, 2022. A summary of the principal assumptions and methods used to determine the
total OPEB liability is shown below.

Actuarial Assumptions
The total OPEB liability in the June 30, 2022 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:

Valuation Date
Measurement Date
Actuarial Cost Method
Asset Valuation Method
Actuarial Assumptions:

June 30, 2022

June 30, 2022

Entry age normal, level percentage of payroll
Market value of assets as of the measurement date

Discount Rate
Long-Term Expected

Rate of Return on Investments 6.00%
Inflation 2.50%
Payroll increases 3.00%

Healthcare Trend Rates Pre-65 - 6.68% trending down to 5.0% by 2030

Post-65 - 5.0% constant to 2027

Morbidity CalPERS 2017 Study

Mortality CalPERS 2017 Study

Disability Valued

Retirement 2017 CalPERS Police 3% @50 for actives hired before

1/1/13 and 2.7% @57 for actives hired after 1/1/13.
Percent Married 100% of future retirees would enroll a spouse
The long-term expected rate of return on OPEB plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
OPEB plan investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected inflation. The target allocation and
best estimates of the arithmetic real rates of return for each major asset class are summarized in the

following table:
Long-term
Target Expected Real
Asset Class Allocation Rate of Return
CERBT Strategy 1 investment policy:

Equity 59.00% 5.90%

Fixed income 25.00% 0.90%

REITs 8.00% 3.30%

TIPS & Commodities 8.00% 40.00%

Total 100.00%
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) (continued)

B. Net OPEB Liability/(Asset) (continued)

Discount Rate

The discount rate used to measure the total OPEB liability was 6.00%. The projection of cash flows used to
determine the discount rate assumed that the District’s contributions will be made at rates equal to the
actuarially determined contribution rates. Based on those assumptions, the OPEB plan’s fiduciary net
position was projected to be available to make all projected OPEB payments for current active and inactive
employees and beneficiaries. Therefore, the long-term expected rate of return on OPEB plan investments
was applied to all periods of projected benefit payments to determine the total OPEB liability.

Changes in the Net OPEB Liability/(Asset)
The changes in the net OPEB liability/(Asset) are as follows:

Increase (Decrease)

Total Plan Fiduciary Net OPEB
OPEB Liability Net Position  Liability/(Asset)
Balance at July 1, 2022 (Measureme