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A Professional Accountancy Corporation

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Grossmont Healthcare District
La Mesa, California

Opinion

We have audited the accompanying financial statements of the governmental activities and each major fund of
the Grossmont Healthcare District (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 each major 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 opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the 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.

¢ 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.

o 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 information, budgetary comparison information - general fund, schedule of
proportionate share of the net pension liability, schedule of pension contributions, schedule of changes in the
District’s total OPEB asset and related ratios, and schedule of OPEB contributions 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.



Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the District's basic financial statements as a whole. The budgetary comparison schedule - debt service
fund is presented for purposes of additional analysis and are not a required part of the basic financial
statements. The supplementary information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the budgetary comparison schedule - debt
service fund is fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a separate report dated October 19,
2023, 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 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.

1 .ﬂ ,-"., o o ..-_-"_._'(_'_..
fupe 2 1gT0

Murrieta, California
October 19, 2023



Management’s Discussion and Analysis
Grossmont

Healthcare District

The following management’s discussion and analysis provides a narrative overview and
analysis of the financial performance of the Grossmont Healthcare District (District)
during the fiscal year ended June 30, 2023. Please read this analysis in conjunction
with the independent auditor’s report and the district’s basic financial statements and
accompanying notes immediately following this section.

Overview of the Financial Statements

The District presents government-wide financial statements using the economic
resources measurement focus and the accrual basis of accounting. Under the accrual
basis of accounting, revenues are recognized when earned and expenses are recorded
when the liability is incurred or economic asset used, regardless of the timing of
related cash flows. Revenues, expenses, gains, losses, assets, and liabilities resulting
from exchange and exchange-like transactions are recognized when the exchange
takes place. Government-wide financial statements include the Statement of Net
Deficit and the Statement of Activities.

Statement of Net Deficit presents information on all of the District’s assets, deferred
outflows of resources, liabilities and deferred inflows of resources with the difference
reported as net position or, in the case of the District, Net Deficit since the long-term
debt balance exceeds the amount of assets. The statement of net deficit provides the
basis for evaluating the capital structure of the district and assessing its liquidity and
financial flexibility. Over time, increases or decreases in net position may serve as a
useful indicator of whether the financial position of the District is improving or
deteriorating. Net position is displayed in three categories:

Net Investment in Capital Assets - Capital assets, net of accumulated
depreciation and reduced by capital-related outstanding debt.

Restricted Net Position - Constraints imposed by creditors, grantors,
contributors, laws and regulations of other governments, constitutional
provisions, or enabling legislation.

Unrestricted Net Position - Does not meet the definition of "Net Investment in
Capital Assets" or "Restricted Net Assets".

Statement of Activities presents how the District’s Net Position changed during the
most recent fiscal year. Certain revenues and expenses are reported in the
Government-wide Financial Statements as receivables and accrued liabilities for
revenues earned and expenses incurred, but not yet received and or paid at fiscal-year
end and will result in inflows and outflows of cash in the future. Net Position reflects
capital investments as assets, and the Statement of Activities records depreciation

expense over the life of the assets.
4



Management’s Discussion and Analysis
Grossmont

Healthcare District

Following the government-wide financial statements, the District presents
governmental funds financial statements which focus on near-term cash flows using
the current financial resources measurement focus and the modified-accrual basis of
accounting. The District maintains two individual governmental funds:

The General Fund is the primary operating fund of the District.

The Debt Service Fund is used to account for special assessment property tax
revenue and the payment of Proposition G general obligation bond principal
and interest.

The District has no proprietary or fiduciary funds. The General Fund and Debt Service
Fund are considered to be major funds. Information for these major funds is presented
separately.

The District’s General Fund is comprised of the following departments:

Community Health Support administers awarding grants, sponsorships,
scholarships, and support to Grossmont Hospital, health career students, and
to nonprofit organizations sharing the District's mission to maintain and
improve the physical and behavioral health needs of the residents of San Diego
East County.

Community Health Library operates the Health and Wellness Library providing
consumer health resources to East County.

Administrative includes governance, hospital partnership/lease management,
finance, accounting, human resources and all internal functions of running the
District.

Facilities supports the District's campus related buildings and covers
maintenance, security, and risk management.

Balance Sheet - Governmental Funds presents only current financial assets and
liabilities.

Statement of Revenues, Expenditures, and Changes in Fund Balance -
Governmental Funds presents sources and uses of available spendable financial
resources at the end of the period. Their revenues are recognized when they become
measurable and available. Measurable means that the amounts can be estimated, or
otherwise determined. Available means that the amounts were collected during the
reporting period or soon enough thereafter (within 60 days) to be available to finance
the expenditures accrued for the reporting period. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt service
payments (principal and interest), unpaid vacation, compensatory time and claims and
judgments are recorded only when payment is due.

5
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Reconciliation of the Balance Sheet of Governmental Funds to the Statement of
Net Deficit facilitates the comparison between the governmental fund balance and
governmental-wide net position.

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund
Balance of Governmental Funds to the Statement of Activities facilitates the
comparison between the governmental fund revenues and expenditures and
governmental-wide revenues and expenses.

Notes to Basic Financial Statements provide additional information that is essential
to a full understanding of the data in the government-wide and fund financial

statements and can be found on pages 19 through 48.

Required Supplementary Information presents certain required supplementary
information and can be found from pages 49 through 52 of this report.

Supplementary Information presents the Debt Service fund budgetary statement and
can found on page 53.

Financial Highlights

The District's General Fund property tax revenue was $10.5 million, up 9.7% from the
previous year, and $21.1 million in property taxes to pay for debt service, up 16.6%
from the previous year. The debt service is for bonds issued from 2007 to 2015 and
used to finance hospital improvements.

Property Tax Revenue - General Fund 510,597,257
$10,000,000 59,176,809 $9,581,853

$8,298,664 $8,680,146
$8,000,000
$6,000,000
$4,000,000
$2,000,000
5,
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Property Tax Revenue - Debt Service Fundsz1,132,s1o

$20,000,000

s18109116 $18:806,151
$16,323,693
$14,757,478
$15,000,000
$10,000,000
$5,000,000
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The District's investment earnings were $1.1 million compared to an investment loss of
$88k the previous year.

The District paid $15.8 million from restricted property tax revenue to pay debt
service.

The District provided support to Sharp Grossmont Hospital and the Grossmont
Hospital Foundation as follows:

Matching grant for the construction of the hospital's
Neurosciences Center $2,000,000

Intergovernmental Transfer (IGT) program payment for
under funded and unfunded Medicaid services 882,000

The District provided $1.6 million in other grants, sponsorships, and scholarships.

Cash and investments increased by $9.8 million during the year - $3.9 million in the
General Fund and $5.9 million in the Debt Service Fund.



Grossmont
Healthcare District

Financial Analysis on the District

Statement of Net Deficit

Management’s Discussion and Analysis

Net position may serve over time as a useful indicator of an entity's financial position.
In the case of the District, unrestricted net position is negative due to the long-term
nature of the Proposition G general obligation bonds recorded and the nature of the
capital assets they finance. The District's most significant assets are cash, cash

equivalents, and investments.

The District's most significant liability is long-term debt associated with Proposition G.

This long-term debt will be paid over time

from the receipt of property tax

assessments to be collected through 2040. The District's Investment in Capital Assets
represents its administrative and library campus and land holdings.

The following table summarizes the financial position and net position of the District:

As of June 30:

2023 2022 Change

Cash and Investment - Unrestricted $ 38,205,191 $ 34,280,453 $ 3,924,738 11.4%
Cash and Investment - Restricted 30,314,431 24,474,847 5,839,584 23.9%
Receivables and Prepaids 943,955 1,706,205 (762,250) -44.7%
Pension and OPEB Assets 699,267 1,482,504 (783,237) -52.8%
Capital Assets 9,640,566 9,473,141 167,425 1.8%
Deferred Outflows of Resources 23,840,717 24,704,918 (864,201) -3.5%
Total Assets and Deferred

Outflows of Resources 103,644,127 96,122,068 7,522,059 7.8%
Payables and Accrued expenses 13,660,830 12,745,676 915,154 7.2%
Long-Term Debt 267,884,740 273,037,537 (5,152,797)  -1.9%
Deferred Outflows of Resources 315,246 658,036 (342,790) -52.1%
Total Liabilities 281,860,816 286,441,249  (4,580,433) -1.6%
Net Deficit $(178,216,689) $(190,319,181) 12,102,492 -6.4%

Capital Assets increased by $149k from an audio/visual upgrade to the Board room and

conference room.

The District's cash and investments position increased $9.8 million from FY 2022 to FY 2023.
This increase is due to the revenues exceeding expenditures by $13.1 million.



Management’s Discussion and Analysis
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Statement of Activities

The following table summarizes the changes in net position of the District:
Statement of Activities

Total for Fiscal Year Ended June 30:

2023 2022 Change

Revenues:

Property taxes - general purposes $ 10,597,257 $§ 9,605,034 $ 992223 10.3%
Property taxes - special assessment 21,132,610 18,938,603 2,194,007 11.6%
Operating grants and contributions 653,184 839,352 (186,168) -22.2%
Investment earnings / (loss) 1,188,210 (88,006) 1,276,216

Other 152,646 200,587 (47,941) -23.9%
Total Revenues 33,723,907 29,495,570 4,228,337 14.3%
Expenses:

General Government 2,348,992 881,889 1,467,103 166.4%
Community Healthcare 1,980,977 1,862,849 118,128 6.3%
Library Operations 545,816 443,292 102,524 23.1%
Facilities Expenses 364,001 379,872 (15,871) -4.2%
Contributions to Grossmont Hospital 2,902,000 4,728,000 (1,826,000) -38.6%
Debt administration 12,417,718 11,981,867 435,851 3.6%
Total Expenses 20,559,504 20,277,769 281,735 1.4%
Change in Net Position 13,164,403 9,217,801 3,946,602 42.8%
Net Position - beginning (190,319,181) (199,536,982) 8,155,890 -4.6%
Prior Period Adjustment (1,061,911) - (8,155,890)

Net Position - ending $(178,216,689) $(190,319,181) 12,102,492 -6.4%

Property taxes for general purposes increased by $992k and for special assessments by
$2.2 million primarily due to an increase in assessed property values.

The $1.2 million increase in investment earnings is due to improved market conditions
and active management of the investment portfolio.

Grossmont Hospital support decreased by $1.8 million due to a decrease in IGT-related
net payments .

Other variances are less significant and anticipated in the budget.
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Capital Assets and Debt Administration

At June 30, 2023 the District had $12.7 million in capital assets and $3.1 million in
accumulated depreciation / amortization resulting in $9.6 million of net capital assets.
A summary of the activity and balances in capital assets is presented in Note 4 of the
Notes to the Financial Statements.

Proposition G authorized the issuance of up to $247 million in general obligation
bonds. On August 2, 2007, the District issued Series 2007A in the amount of $85.6
million. On February 23, 2011, the District issued Series 2011B in the amount of
$136.9 million. On April 28, 2015, the District issued Series 2015C in the amount of
$24.5 million and Series 2015D (Refunding Bonds) in the amount of $200.5 million. On
November 22, 2021, the District issued Series 2021E to refund the remaining $14.5
million of Series 2011B bonds.

All outstanding District general obligation bond debt is rated Aa2 by Moody’s Investors

$30 Debt Service Expenditures by Fiscal Year 2y 575527
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More detail on Long-Term Liabilities is presented in Note 5 of the Notes to the
Financial Statements.
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Economic Outlook and Major Initiatives

The District is continuing to maximize and leverage its tax revenues to fund the
increasing healthcare services programs and needs within its service area. The Fiscal
Year 2024 budget reflects total revenues of $32.0 million and total expenditures of
$28.4 million.

Contacting the District’s Financial Management

The District believes in financial transparency and encourages any interested party to
contact the District for clarification or additional information regarding this report via
the District's website or email address.

Grossmont Healthcare District

9001 Wakarusa Street

La Mesa, CA 91942

(619) 825-5050 Office

(619) 825-5051 Fax

Website: www.grossmonthealthcare.org
Email: info@grossmonthealthcare.org
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Basic Financial Statements
Grossmont Healthcare District

Statement of Net Deficit
June 30, 2023

Governmental
Activities
ASSETS
Current Assets:
Cash and investments $ 38,205,191
Accrued interest receivable 236,980
Property taxes receivable 103,742
Receivable from California Employee Retirement Benefit Trust 268,383
Prepaid items 67,432
Total Current Assets 38,881,728
Noncurrent Assets:
Restricted:
Cash and investments 30,314,431
Accrued interest receivable 8,712
Property taxes receivable 192,211
Prepaid bond insurance, net 66,495
Net other post-retirement employee benefits asset 699,267
Capital assets - not being depreciated 7,072,969
Capital assets - being depreciated, net 2,567,597
Total Noncurrent Assets 40,921,682
Total Assets 79,803,410
DEFERRED OUTFLOWS OF RESOURCES
Related to pensions 580,479
Related to other post-employment benefits 216,078
Related to deferred charges on refunding of long-term debt 23,044,160
Total Deferred Outflows of Resources 23,840,717
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES $ 103,644,127

See Notes to Financial Statements

12



Basic Financial Statements
Grossmont Healthcare District

Statement of Net Deficit
June 30, 2023

Governmental
Activities
LIABILITIES
Current Liabilities:
Accounts payable $ 98,299
Grants payable 662,816
Grossmont Hospital Foundation matching grant payable 1,000,000
Compensated absences 13,513
Leases payable 7,065
Payable from restricted assets:
Current portion of bonds payable 5,813,792
Accrued interest expense 6,065,345
Total Current Liabilities 13,660,830
Noncurrent Liabilities:
Compensated absences 40,538
Leases payable 10,241
Net pension liability 536,107
General obligation bonds 241,509,689
Capital appreciation bond accrued interest expense 25,788,165
Total Noncurrent Liabilities 267,884,740
Total Liabilities 281,545,570
DEFERRED INFLOWS OF RESOURCES
Related to pensions 121,203
Related to other post-employment benefits 194,043
Total Deferred Inflows of Resources 315,246
TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES 281,860,816
NET POSITION/(DEFICIT)
Net investment in capital assets 2,550,291
Restricted for retirement benefits 163,160
Restricted for debt service 18,435,294
Unrestricted (199,365,434)
Total Net Position/(Deficit) (178,216,689)
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION/(DEFICIT) $ 103,644,127

See Notes to Financial Statements

13



Basic Financial Statements
Grossmont Healthcare District

Statement of Activities
For the Year Ended June 30, 2023

Net (Expenses)
Revenues and

Program Changes in
Revenue Net Position
Operating
Grants and Governmental
Functions/Programs Expenses Contributions Activities
Governmental Activities:
Community healthcare programs $ 1,980,977 $ 2500 $ (1,978,477)
Contributions to Grossmont Hospital 2,902,000 650,684 (2,251,316)
Library operating expenses 545,816 - (545,816)
Facility expenses 364,001 - (364,001)
General government 2,348,992 - (2,348,992)
Interest on long-term debt 12,417,718 - (12,417,718)
Total Governmental Activities $ 20,559,504 §$ 653,184 (19,906,320)
General Revenues:

Property taxes, levied for general purposes 10,597,257

Property taxes, levied for debt services 21,132,610

Investment earnings 1,188,210

Other revenue 152,646

Total General Revenues 33,070,723

Change in Net Position 13,164,403

Net Position/(Deficit) - Beginning of Year (190,319,181)

Prior Period Adjustment (1,061,911)

Net Position/(Deficit) - End of Year $ (178,216,689)

See Notes to Financial Statements
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Basic Financial Statements
Grossmont Healthcare District

Balance Sheet - Governmental Funds
June 30, 2023

Proposition G Total
General Debt Service Governmental
Fund Fund Funds
ASSETS
Cash and investments $ 38,205,191 $ 30,314,431 $ 68,519,622
Property taxes receivable 103,742 192,211 295,953
Receivable from CERBT 268,383 - 268,383
Accrued interest earnings 236,980 8,712 245,692
Prepaid items 67,432 - 67,432
Total Assets $ 38881,728 $ 30515354 $ 69,397,082
LIABILITIES
Accounts payable $ 98,299 §$ - $ 98,299
Grants payable 662,816 - 662,816
Grossmont Hospital Foundation 1,000,000 - 1,000,000
Total Liabilities 1,761,115 - 1,761,115
FUND BALANCE
Nonspendable - Prepaid items 67,432 - 67,432
Restricted for debt service - 30,515,354 30,515,354
Assigned 22,384,000 - 22,384,000
Unassigned 14,669,181 - 14,669,181
Total Fund Balances 37,120,613 30,515,354 67,635,967
TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESOURCES,
AND FUND BALANCES $ 38,881,728 $ 30,515,354 $ 69,397,082

See Notes to Financial Statements

15



Basic Financial Statements

Grossmont Healthcare District

Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Deficit

June 30, 2023

Total fund balances for governmental funds

Amounts reported for governmental activities in the Statement of Net Deficit
are different because:

Capital assets used in governmental funds are not current financial
resources, and, therefore, are not reported in governmental funds (net of
accumulated depreciation)

Prepaid bond insurance premiums are not current financial resources,
and, therefore, are not resources in the governmental funds balance

Interest payable for the general obligation bonds has not been reported in
the governmental funds.

Pension related liabilities applicable to the District's governmental
activities are not due and payable in the current period, and, accordingly,
are not reported as fund liabilities. Deferred outflows of resources and
deferred inflows of resources related to pensions are only reported in the
Statement of Net Position as the change in these amounts effect only the
government-wide statements for governmental activities.

Deferred outflows of resources $ 580,479
Deferred inflows of resources (121,203)
Net pension liability (536,107)

Long-term liabilities applicable to governmental activities are not due and
payable in the current period, and, therefore, are not reported as fund
liabilities. All liabilities, both current and long-term, are reported in the
Statement of Net Position:

General obligation bonds $ (247,323,481)
Capital appreciation bond accrued interest (25,788,165)
Leases payable (17,306)
Accrued compensated absences (54,051)

OPEB related liability/(asset) applicable to the District's governmental
activities is not due and payable in the current period and accordingly is
not reported as fund liabilities. Deferred outflows of resources and
deferred inflows of resources related to OPEB are only reported in the
Statement of Net Position as the changes in these amounts effects only
the government-wide statements for governmental activities.

Deferred outflows of resources $ 216,078
Deferred inflows of resources (194,043)
Net OPEB Asset 699,267

Net deferred outflows resulting from the advance refunding of debt are
not current financial resources, and, therefore, not reported in the
governmental funds balance sheet.

Net position/(deficit) of governmental activities

See Notes to Financial Statements
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66,495

(6,065,345)

(76,831)

(273,183,003)

721,302

23,044,160
$ (178,216,689)




Basic Financial Statements

Grossmont Healthcare District

Statement of Revenues, Expenditures and Changes in Fund Balances -

Governmental Funds

For the Year Ended June 30, 2023

REVENUES:

Property taxes:
Levied for general purposes $
Levied for special assessments
Grants and contributions
Investment income / (loss)
Other income

Total Revenues

EXPENDITURES:

Community healthcare programs
Contributions to Grossmont Hospital
Library operating expenses
Facility expenses
Capital outlay
General government
Debt Service:
Principal payments
Interest and fiscal charges

Total Expenditures

NET CHANGES IN FUND BALANCE

FUND BALANCES,
BEGINNING OF YEAR

FUND BALANCES, END OF YEAR §

Proposition G Total
General Debt Service Governmental

Fund Fund Funds
10,597,257 $ - 10,597,257
- 21,132,610 21,132,610
2,500 2,500
546,592 641,618 1,188,210
152,646 - 152,646
11,298,995 21,774,228 33,073,223
1,980,977 - 1,980,977
2,251,316 - 2,251,316
545,816 - 545,816
209,123 - 209,123
322,303 - 322,303
1,852,028 - 1,852,028
- 6,795,000 6,795,000
- 9,096,087 9,096,087
7,161,563 15,891,087 23,052,650
4,137,432 5,883,141 10,020,573
32,983,181 24,632,213 57,615,394
37,120,613 § 30,515,354 67,635,967

See Notes to Financial Statements
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Basic Financial Statements
Grossmont Healthcare District

Reconciliation of the Statement of Revenues, Expenditures and Changes in

Fund Balances of Governmental Funds to the Statement of Activities
Year Ended June 30, 2023

Net change in fund balances - total governmental funds $ 10,020,573

Amounts reported for governmental activities in the Statement of Activities
are different because:

Governmental funds report capital asset acquisitions and leased asset

additions as expenditures, however, in the Statement of Activities, the cost

of those assets are allocated over their estimated useful lives and reported

as depreciation/amortization expense. 167,425

Interest expense is recognized when paid on the Statement of Revenues,
Expenditures and Changes in Fund Balances and is recognized when
incurred on the Statement of Activities. (1,835,591)

Interest accrued on the capital appreciation bonds is expensed when
incurred in the Statement of Activities. (1,166,105)

Revenues reported as unavailable in the governmental funds are
recognized in the Statement of Activities.

Pension expenditures reported in the governmental funds includes the

annual required contributions. In the Statement of Activities, pension

expense includes the change in the net position liability, and related

change in pension amounts for deferred outflows of resources and (503,712)

OPEB expenditures are recognized when paid in the Statement of
Revenues, Expenditures and Changes in Fund Balances and recognized
when incurred in the Statement of Activities. 19,484

Certain expenses are reported when paid in the Statement of Revenues,
Expenditures and Changes in Fund Balances and expensed when
incurred in the Statement of Activities:
Compensated absences $ (12,734)
Bond insurance (5,045) (17,779)

The repayment of the principal portion of long-term debt consumes
current financial resources of governmental funds. However, these
transactions have no effect on the net position:

Principal payments $ 6,795,000

Bond premium amortization 1,041,635

Amortization of deferred amount on refunding (1,356,527) 6,480,108
Change in Net Position of Governmental Activities $ 13,164,403

See Notes to Financial Statements
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Notes to Financial Statements

Grossmont Healthcare District

June 30, 2023

Note 1 - Reporting Entity and Summary of Significant Accounting Policies

A. Reporting Entity

Grossmont Healthcare District (District) is a local healthcare district, formed in 1952,
and organized pursuant to Division 23 of the Health and Safety Code of the State of
California to provide and operate health care facilities for a specified geographic
region of San Diego County. The District’s boundaries encompass an area of 750
square miles in eastern San Diego County. Included within the District boundaries are
the cities of La Mesa, Lemon Grove, Santee, and El Cajon, the San Carlos/Del Cerro
communities of the City of San Diego, and certain unincorporated areas within San
Diego County. The District owns Grossmont Hospital.

Effective May 29, 1991, the District entered into an Affiliation Agreement with Sharp
HealthCare (SHARP), a multi-facility health care system located in San Diego County.
The affiliation was effected through the creation of a non-profit public benefit
corporation, Grossmont Hospital Corporation (the Corporation), of which SHARP is the
sole statutory member. In connection with the affiliation, the District entered into a
30-year Transfer and Lease Agreement with the Corporation whereby the District’s
assets and liabilities, except land, investment funds, debt established pursuant to
certain loan agreements and the deferred compensation program, were transferred to
the Corporation in exchange for a receivable (the Transfer). In July 1992, the
Corporation exercised its option to prepay the receivable. At the end of the
Agreement’s 30-year term, notwithstanding extensions, the Corporation will transfer
back to the District all assets and liabilities pursuant to terms substantially identical to
those of the Transfer Agreement.

In June 2014, the voters of the District passed a measure extending the lease an
additional 30 years. The Extended Lease Agreement will expire in May 2051.

The District is governed by a five-member, by division, elected Board of Directors.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net
Position/(Deficit) and the Statement of Activities) report information on all of the
activities of the District. For the most part, the effect of inter-fund activity has been
removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for
support. The District has no business-type activities.
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Notes to Financial Statements

Grossmont Healthcare District

June 30, 2023

The Statement of Activities demonstrates the degree to which the direct expenses of a
given function are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function. Program revenues include 1) charges to
customers who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function. Taxes and
other items not properly included among program revenues are reported instead as
general revenues.

Net position of the District is classified into three components — net investment in
capital assets; restricted; and unrestricted. These classifications are defined as follows:

Net Investment in Capital Assets - This component of net position consists of
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of notes or borrowings that are attributable to the acquisition of the
asset, construction, or improvement of those assets. If there are significant
unspent related debt proceeds at year-end, the portion of the debt attributable to
the unspent proceeds is not included in the calculation of invested in capital
assets.

Restricted Net Position - This component of net position consists of constraints
placed on net position use through external constraints imposed by creditors (such
as through debt covenants), grantors, contributors, laws or regulations of other
governments or constraints imposed by law through constitutional provisions or
enabling legislation.

Unrestricted Net Position - This component of net position consists of net position
that does not meet the definition of “net investment in capital assets” or
“restricted net position”.

The fund balances reported on the fund statements consist of the following
categories:

Nonspendable - This classification includes amounts that cannot be spent because
they are either (a) not in spendable form or (b) legally contractually required to be
maintained intact.

Restricted — This classification includes amounts that can be spent only for specific
purposes stipulated by constitutional, external resource providers or through
enabling legislation.

Committed — This classification includes amounts that can be used only for the
specific purposes determined by a formal action of the District’s Board of Directors.
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Notes to Financial Statements

Grossmont Healthcare District

June 30, 2023

Assigned - This classification includes amounts to be used by the District,
authorized by the Board of Directors, for specific purposes but do not meet the
criteria to be classified as restricted or committed. In governmental funds, other
than the general fund, assigned fund balance represents the remaining amount
that is not restricted or committed.

Unassigned — This classification includes the residual balance for the District’s
general fund and includes all spendable amounts not contained in other
classifications. In other funds, the unassigned classification is used only to report a
deficit balance resulting from overspending for specific purposes for which
amounts had been restricted, committed or assigned.

In the government-wide statements, the District considers restricted funds to be spent
first then unrestricted funds when expenses are incurred for purposes for which both
restricted and unrestricted net position is available. In the governmental funds, when
both restricted and unrestricted resources are available for use, expenditures are
considered to be paid first from restricted resources, and then from unrestricted
resources. When committed, assigned or unassigned amounts are available for use,
expenditures are considered to be paid first from committed, then from assigned, and
then unassigned.

The accounting system of the District is organized and operated on the basis of
separate funds, each of which is considered to be a separate accounting entity. Each
fund is accounted for by providing a separate set of self-balancing accounts that
constitute its assets, liabilities, fund equity, revenues, and expenditures. Governmental
resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are
controlled.

Fund financial statements for the District’s governmental funds are presented after
the government-wide financial statements.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

Measurement focus is a term used to describe “which” transactions are recorded
within the various financial statements. Basis of accounting refers to “when”
transactions are recorded regardless of the measurement focus applied.
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Notes to Financial Statements
Grossmont Healthcare District

June 30, 2023

In the government-wide Statement of Net Deficit and the Statement of Activities,
activities are presented using the economic resources measurement focus and the
accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability is incurred or
economic asset used, regardless of the timing of related cash flows. Revenues,
expenses, gains, losses, assets, and liabilities resulting from exchange and
exchange-like transactions are recognized when the exchange takes place.

All governmental funds are accounted for using the current financial resources
measurement focus and the modified-accrual basis of accounting. Only current
financial assets, liabilities and deferred inflows of resources are generally included on
their balance sheets. Their operating statements present sources and uses of available
spendable financial resources at the end of the period. Their revenues are recognized
when they become measurable and available. Measurable means that the amounts can
be estimated, or otherwise determined. Available means that the amounts were
collected during the reporting period or soon enough thereafter (within 60 days) to be
available to finance the expenditures accrued for the reporting period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service payments (principal and interest), unpaid vacation,
compensatory time and claims and judgments are recorded only when payment is due.

Revenue recognition is subject to the measurable and availability criteria for the
governmental funds in the fund financial statements. Exchange transactions are
recognized as revenues in the period in which they are earned (i.e., the related goods
or services are provided). Locally imposed derived tax revenues are recognized as
revenues in the period in which the underlying exchange transaction upon which they
are based takes place. Imposed non-exchange transactions are recognized as revenues
in the period for which they were imposed. If the period of use is not specified, they are
recognized as revenues when an enforceable legal claim to the revenues arises or
when they are received, whichever occurs first. Government mandated and voluntary
non-exchange transactions are recognized as revenues when all applicable eligibility
requirements have been met.

The funds designated as major funds are determined by a mathematical calculation
consistent with GASB Statement No. 34. The District reports the following major
governmental funds:

The General Fund is the primary operating fund. It accounts for and reports all
financial resources of the District, except those not accounted for and reported in
another fund.
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Notes to Financial Statements
Grossmont Healthcare District

June 30, 2023

The Debt Service Fund is used to account for the accumulation of resources and
the payment of Proposition G general obligation bond principal and interest from
District resources, and special assessment bond principal and interest from special
assessment levies, when the District is obligated in some manner for the payment.

Amounts reported as program revenues include: (1) fees and charges to customers,
applicants, and citizens; (2) operating grants and contributions; and (3) capital grants
and contributions. Internally dedicated resources are reported as general revenues
rather than as program revenues. General revenues include all taxes. Program
revenues and expenditures are classified by function. Each function is defined as a
major department with a department head and separate budget.

The basic financial statements of the District have been prepared in conformity with
accounting principles generally accepted in the United States of America. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for governmental accounting financial reporting purposes.

The basic financial statements of the District have been prepared in conformity with
accounting principles generally accepted in the United States of America. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for governmental accounting financial reporting purposes.

Taxes and assessments are recognized as revenues based upon amounts reported to
the District by the County of San Diego, net of allowance for delinquencies.

D. Deferred Outflows/Inflows of Resource

In addition to assets, the Statement of Net Position/(Deficit) reports a separate section
for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies
to future periods and so will not be recognized as an outflow of resources (expense)
until that time. The District has the following items that qualify for reporting in this
category:

» Deferred charges on refunding relating to the 2015 Series D Refunding and
2021 Series E Bonds. These are amortized on a straight-line basis over the
shortest period between the defeased debt and the new debt.

» Total deferred outflows related to pensions which is comprised of changes in
employer's contributions and proportionate share of contributions employer's
proportion, differences between projected and actual investment earnings, and
pension contributions made subsequent to measurement date. See more detail
in Note 7D.

23



Notes to Financial Statements

Grossmont Healthcare District

June 30, 2023

In addition to liabilities, the Statement of Net Deficit reports a separate section for
deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to future
periods and will not be recognized as an inflow of resources (revenue) until that time.
The District has the following that qualify for reporting in this category:

» Deferred inflow related to pensions for differences between expected and
actual experience. See more detail in Note 7D.

» Deferred inflows related to OPEB which is comprised of differences between
expected and actual experience, changes in assumptions, and differences
between actual and projected and actual return on investments. See more
detail in Note 8J.

E. Property Taxes-General Apportionments and Debt Service

The County of San Diego (County) bills and collects property taxes on behalf of
numerous special districts and incorporated cities, including the District. The District’s
collections of current year’s taxes are received through periodic apportionments from
the County. The County’s tax calendar is from July 1 to June 30. Property taxes
attach as a lien on property on January 1. Taxes are levied on July 1 and are payable in
two equal installments on November 1 and February 1, and become delinquent after
December 10 and April 10, respectively. Since the passage of California’s Proposition
13, beginning with fiscal 1978-79, general property taxes are based either on a flat 1%
rate applied to the 1975-1976 full value of the property or on 1% of the sales price of
any property sold or of the cost of any new construction after the 1975-1976 period.
Taxable values on properties (exclusive of increases related to sales and new
construction) can rise at a maximum of 2% per year. This Proposition 13 limitation on
general property taxes does not apply to taxes levied. Each year the District is required
to provide the County with its calculation of the required property tax levy to assess
for the following year’s scheduled bond debt service payments.

The District’s levy was at $24.59 per $100,000 of assessed valuation as of June 30,
2023. There is no allowance for doubtful accounts considered necessary for related
property tax receivables due to the fact the receivables are secured by the underlying
real property.

F. Income Taxes

The District is a political subdivision of the State of California and, as such, is exempt
from federal and state income taxes.
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Grossmont Healthcare District

June 30, 2023

G. Cash and Investments

Cash and cash equivalents include investments in highly liquid debt instruments with a
maturity of three months or less at acquisition. Investments in debt securities with
readily determinable fair values are measured at fair value in the Statement of Net
Deficit. Investments in government investment pools are reported at the fair value per
share of the pool’s underlying portfolio.

H. Receivable from California Employee Retirement Benefit Trust (CERBT)

CERBT is an irrevocable post-employment benefit trust fund from which the District
receives reimbursements for employer-provided retiree health benefits.

I. Prepaid Bond Insurance, Net

Prepaid bond insurance related to the 2007A Bonds is being amortized on the straight-
line method based on the estimated term of the related bond debt. Amortization
expense of $5,045 for the year ended June 30, 2023 is included in the Statement of
Activities.

J. Capital Assets

The District’s office furniture and equipment and buildings are stated at cost.
Depreciation has been provided over the estimated useful lives of three to five years
for office furniture and equipment and forty years for buildings using the straight-line
method. The District has set the capitalization threshold for reporting capital assets at
a cost greater than $5,000 with an expected life greater than one year. Repairs,
maintenance, and minor replacements of property are charged to expense.

K. Grants Payable

Grants payable represents amounts committed to local nonprofit and local
government agencies under the District’s community healthcare grant and strategic
grant program.

L. Grossmont Hospital Foundation Matching Grant Payable

In Fiscal Year 2021-22, the Board approved a $4 million matching grant towards he
construction of Sharp Grossmont Hospital's Neurological Center. As of June 30, 2023,
the District paid $3 million of the grant obligation, and anticipates paying the final $1
million in August of 2023.
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M. Compensated Absences

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

N. Leases Payable

The District is a lessee for noncancellable leases of equipment. The District recognizes
a lease liability and an intangible right-to-use asset (lease asset) in the governmental
activities in the government-wide statement of net position. At the commencement of
a lease, the District initially measures the lease liability at the present value of
payments expected to be made during the lease term. Subsequently, the lease liability
is reduced by the principal portion of lease payments made. The lease asset is initially
measured as the initial amount of the lease liability, adjusted for lease payments made
at or before the lease commencement date. Subsequently, the lease asset is amortized
on a straight-line basis over its useful life.

The District monitors changes in circumstances that would require a remeasurement
of its lease and will remeasure the lease asset and liability if certain changes occur
that are expected to significantly affect the amount of the lease liability.

0. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information
about the fiduciary net position of the District’s CalPERS plan (Plan) and additions
to/deductions from the Plan’s 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.

P. Post Employment Benefits Other Than Pensions (OPEB)

For purposes of measuring the net OPEB liability and deferred outflows/inflows of
resources related to OPEB, and OPEB expense, information about the fiduciary net
position of the District’s OPEB Plan and additions to/deductions from the OPEB Plans’
fiduciary net position have been determined on the same basis as they are reported by
the Plan. For this purpose, the District’s OPEB Plan recognizes benefit payments when
due and payable in accordance with the benefit terms. Investments are reported at fair
value.
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Q. Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles in the United States requires management to make estimates
and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

R. Stewardship, Compliance and Accountability

The Chief Administrative Officer shall prepare and submit the proposed annual budget
to the Board for its approval for all governmental funds.

The budget is reviewed during public meetings and is then legally enacted by means of
a budget adoption passed by the Board. Upon final adoption, the budget shall be in
effect for the ensuing fiscal year.

Expenditures are controlled at the department level. Transfers between funds require
Board authorization and transfers within funds are to be authorized by the Chief
Executive Officer or Chief Administrative Officer.

Budgets are prepared using a budgetary (cash basis) of accounting. Budget amounts
are as originally adopted, or as amended in accordance with prescribed procedures
throughout the fiscal year.

Note 2 - Financing Authorities

The District is a member of the North San Diego County Health Facilities Financing
Authority and the San Diego County Health Facilities Financing Authority (the
Authorities). The purpose of the Authorities is to provide a financing mechanism for its
members. The North San Diego County Health Facilities Financing Authority was
dissolved during the 2022-23 fiscal year. See Note 5C for more information on the role
of the Authorities in the District’s bond issuance process.

Note 3. Cash, Cash Equivalents, and Investments

The overriding objectives of the District's investment program are to preserve
principal, provide sufficient liquidity, and manage investment risks, while seeking a
market-rate of return.

Cash, cash equivalents, and investments are classified in the accompanying financial
statements as follows:
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Statement of Net Position/(Deficit)

Assets
Cash and investments

Restricted cash and cash equivalents for debt service
Total cash, cash equivalents, and investments

$ 38,205,191
30,314,431

$ 68,519,622

Cash, cash equivalents, and investments consist of the following:

Statement of Net Position/(Deficit)

Assets
Cash on hand
Deposits with financial institutions
Investments

Total cash, cash equivalents, and investments

$

3,501,676
65,017,596

$ 68,519,622

A. Investments Authorized by CA Government Code and District’s Investment

Policy

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

Authorized Investment Maximum Maximum %  Max. Invest.
Type Maturity of Portfolio Per Issuer
Municipal Securities 5 Years 30% 5%
U.S. Treasuries 5 Years None None
Federal Agencies 5 Years None 30%
Bankers Acceptance 180 Days 40% 5%
Commercial Paper 270 Days 40% 5%
Certificates of Deposit 5 Years 30% 5%
Repurchase Agreements 1 Year None None
Local Agency Investment Pools None None None
Corporate Medium Term Notes 5 Years 30% 5%
Asset-Backed, Mortgage-Backed Securities 5 Years 30% 5%
Mutual Funds None 20% 20%
Supranationals 5 Years 30% 5%

28



Notes to Financial Statements
Grossmont Healthcare District

June 30, 2023

B. Fair Value Measurements

The District categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the assets. Level 1 inputs are
quoted prices in active markets for identical assets, Level 2 inputs are significant other
observable inputs, and Level 3 inputs are significant unobservable inputs. The District
has the following recurring fair value measurements as of June 30, 2023:

Quoted Observable  Unobservable
Prices Inputs Inputs
Level 1 Level 2 Level 3 Total
U.S. Treasuries $ - $ 10,440,181 $ - $ 10,440,181
Federal Agencies - 5,835,018 - 5,835,018
Negotiable Certificates of Deposit - 499,408 - 499,408
Supranational Obligations - 332,540 - 332,540
Corporate Medium Term Notes - 6,006,109 - 6,006,109
Asset-Backed Securities - 2,403,182 - 2,403,182
Collateralized Mortgage Obligations 637,189 - 637,189
Investments not subject to categorization:
Local Agency Investment Fund (LAIF) - - - 8,549,538
Money Market Mutual Funds - - - 30,314,431
Total Investments at Fair Value $ - $ 26,153,627 $ - $ 65,017,596

C. Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect
the fair value of an investment. Generally, the longer the maturity of an investment
the greater the sensitivity of its fair value to changes in market interest rates. One of
the ways that the District manages its exposure to interest rate risk is by purchasing a
combination of shorter-term and longer-term investments and by timing cash flows
from maturities so that a portion of the portfolio is maturing or coming close to
maturity evenly over time to provide the cash flow and liquidity needed for operations.
Information about the sensitivity of the fair values of the District’s investments to
market interest rate fluctuations are provided by the following table that shows the
distribution of the District’s investments by maturity as of June 30, 2023:

Investment Type 1 Year or Less 1to 3 Years 3to 5 Years Total
U.S. Treasuries S 2,636,039 S 7,804,142 S - S 10,440,181
Federal Agencies 1,430,423 4,051,223 353,372 5,835,018
Negotiable Certificates of Deposit 499,408 - - 499,408
Local Agency Investment Fund 8,549,538 - - 8,549,538
Supranational - 332,540 - 332,540
Corporate Medium Term Notes 487,620 3,138,859 2,379,630 6,006,109
Asset-Backed Securities - 746,361 1,656,821 2,403,182
Collateralized Mortgage Obligation - - 637,189 637,189
Money Market Mutual Funds 30,314,431 - - 30,314,431
Total $ 43,917,459 $ 16,073,125 $§ 5,027,012 $ 65,017,596
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D. Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. This is measured by the assignment of a
rating by a nationally recognized statistical rating organization. Presented below is the
minimum rating required by (where applicable) the California Government Code or the
District’s Investment Policy, or debt agreements, and the actual rating by Moody’s
Investors Service as of June 30, 2023, for each investment type.

Minimum Legal

Investment Type Rating Not Rated Aaa/P-1 Aa A Total

U.S. Treasuries N/A S 10,440,181 S - S - S - S 10,440,181
Federal Agencies N/A - 5,835,018 - - 5,835,018
Negotiable CDs A/P-3 - 499,408 - - 499,408
LAIF NR 8,549,538 - 8,549,538
Supranationals Aa - 332,540 - - 332,540
Corporate Notes A - 304,963 387,665 5,313,481 6,006,109
Asset-Backed Sec. Aa - 2,403,182 - - 2,403,182
Collateralized MO Aa - 637,189 - - 637,189
MM Mutual Funds Aaa/P-1 30,314,431 - - - 30,314,431
Total $ 49,304,150 $ 10,012,300 $ 387,665 S 5,313,481 S 65,017,596

E. Concentration of Credit Risk

The investment policy of the District contains various limitations on the amounts that
can be invested in any one type or group of investments and in any issuer, beyond that
stipulated, by the California Government Code, Sections 53600 through 53692. As of
June 30, 2023, there were no investments in any one issuer (other than U.S. Treasury
securities, mutual funds, and external investment pools) that represent 5% or more of
total District investments.

F. Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a
depository financial institution, the District will not be able to recover its deposits or
will not be able to recover collateral securities that are in the possession of an outside
party. The custodial credit risk for investments is the risk that, in the event of the
failure of the counterparty (e.g., broker-dealer) to a transaction, a government will not
be able to recover the value of its investment or collateral securities that are in the
possession of another party.
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The California Government Code and the District’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for
deposits or investments, other than the following provision for deposits: 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% of the total amount deposited by the public agencies. California law also allows
financial institutions to secure District deposits by pledging first trust deed mortgage
notes having a value of 150% of the secured public deposits. As of June 30, 2023, all
of District’s deposits with financial institutions were covered by federal depository
insurance limits or were held in collateralized accounts.

G. Local Agency Investment Fund (LAIF)

The District is a voluntary participant in the Local Agency Investment Fund (LAIF) that
is regulated by California Government Code Section 16429 under the oversight of the
Treasurer of the State of California. The fair value of the District’s investment in this
pool is reported in the accompanying financial statements at amounts 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 that portfolio). The balance available for
withdrawal is based on the accounting records maintained by LAIF, which are recorded
on an amortized cost basis.

Note 4 - Capital Assets

The following table presents a summary of the changes in capital assets at June 30,

2023: Balance Balance
June 30, 2022 Additions Deletions June 30, 2023

Capital Assets Not Depreciated:

Land S 7,072,969 S - S - S 7,072,969

Total capital assets not depreciated 7,072,969 - - 7,072,969
Capital Assets Being Depreciated:

Buildings 4,707,202 - - 4,707,202

Furniture and equipment 559,107 322,303 - 881,410

Right-to-use assets 63,434 - - 63,434

Total capital assets being depreciated 5,329,743 322,303 - 5,652,046
Less Accumulated Depreciation:

Buildings 2,381,237 117,680 - 2,498,917

Furniture and equipment 514,095 24,511 - 538,606

Right-to-use assets 34,239 12,687 - 46,926

Total 2,929,571 154,878 - 3,084,449
Total Capital Assets Being Depreciatied, Net 2,400,172 167,425 - 2,567,597
Total Capital Assets, Net S 9,473,141 S 167,425 § - S 9,640,566

Depreciation expense of $154,878 is included in general government on the Statement
of Activities for the fiscal year ended June 30, 2023.
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Note 5 - Long-Term Liabilities

Long-term liabilities for the year ended June 30, 2023, are as follows:

Balance Balance Due Within
6/30/2022 Increases Decreases 6/30/2023 One Year

Compensated Absences S 41,317 S 102,883 §$ 90,149 §$ 54,051 S 13,513
Leases Payable
Wells Fargo - copiers 11,552 - 8,638 2,914 2,914
Wells Fargo - copier 5,958 - 1,664 4,294 1,694
PitneyBowes postage machine 12,512 - 2,414 10,098 2,457
Total Leases Payable 30,022 - 12,716 17,306 7,065
Net Pension Liability - 817,463 281,356 536,107 -
General Obligation Bonds
2007 Series A - CABs 23,597,076 - - 23,597,076 1,978,792
2015 Series C - CIBs 21,700,000 - 2,100,000 19,600,000 2,780,000
2015C unamortized premium 2,149,605 - 439,853 1,709,752 -
2015 Series D - CIBs 186,820,000 - 4,695,000 182,125,000 1,055,000
2015D unamortized premium 6,015,735 - 336,317 5,679,418 -
2021 Series E - CIBs 11,670,000 - - 11,670,000 -
2021E unamortized premium 3,207,700 - 265,465 2,942,235 -
Total General Obligation

Bonds, net 255,160,116 - 7,836,635 247,323,481 5,813,792
2007A CAB accrued interest 24,622,060 1,166,105 - 25,788,165 -

Less Current Maturities

(6,815,978)

(5,834,370)

Total Long-Term Liabilities $ 273,037,537 S 2,086451 S 8,220,856 S 267,884,740 S 5,834,370

CIBs = Current Interest Bonds; CABs = Capital Appreciation Bonds

A. Leases Payable

The District leases equipment under three long-term noncancelable lease agreements.
The leases expire at various dates through June 9, 2027. The net present values of the
leases payable were determined using an estimated discount rate of 1.8%. Total future
minimum lease payments under lease agreements are as follows:

Year Ending
June 30,: Principal Interest Total
2024 S 7,065 $ 239 S 7,304
2025 4,227 154 4,381
2026 3,421 79 3,500
2027 2,593 64 2,657
Totals S 17,306 $ 536 S 17,842
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B. General Obligation Bonds

The District received authorization at an election held on June 6, 2006, by more than
two-thirds of the votes cast by eligible voters within the District, to issue general
obligation bonds not to exceed $247,000,000 under Proposition G. These bonds were
issued in multiple series as general obligations of the District. The proceeds from the
sale of the bonds were used by the District to (i) improve emergency care in eastern
San Diego County, including the completion of the Grossmont Hospital’s Emergency
and Critical Care Center, (ii) improve seismic safety, (iii) improve access to medical
facilities in the event of earthquakes, wildfires or other disasters, (iv) expand cardiac
care, (v) increase the number of patient beds and (vi) acquire, construct, repair, and
improve certain medical facilities.

C. Authority for Issuance of the Bonds

In August 2007, Series 2007A general obligation bonds (Series 2007A Bonds) in the
amount of $85,627,076 were sold at a premium of $2,353,567. The Series 2007A
Bonds were sold by the District to the North San Diego County Health Facilities
Financing Authority pursuant to the Marks-Roos Local Bond Pooling Act of 1985,
constituting Article 4 of Chapter 5 of Division 7 of Title 1 (commencing with Section
6584) of the Government Code of the State. The Series A Bonds purchased were
resold immediately to Goldman, Sachs & Co., the underwriter, under the terms of a
negotiated sale agreement.

In February 2011, Series 2011B general obligation bonds (Series 2011B Bonds) in the
amount of $136,860,000 were sold at a premium of $2,113,271. The Series 2011B
Bonds were sold by the District to the San Diego County Health Facilities Financing
Authority pursuant to the Marks-Roos Local Bond Pooling Act of 1985, constituting
Article 4 of Chapter 5 of Division 7 of Title 1 (commencing with Section 6584) of the
Government Code of the State. The Series B Bonds purchased were resold
immediately to Goldman, Sachs & Co., the underwriter, under the terms of a
negotiated sale agreement.

In May 2015, Series 2015C general obligation bonds (Series 2015C Bonds) in the
amount of $24,510,000 were sold at a premium of $5,278,231. The Series 2015C
Bonds were sold directly to Goldman, Sachs & Co., the underwriter, under the terms of
a negotiated sale agreement.

In May 2015, Series 2015D general obligation refunding bonds (Series 2015D
Refunding Bonds) in the amount of $200,490,000 were sold at a premium of
$8,407,925. The Series 2015D Refunding Bonds were sold direct to Goldman, Sachs &
Co., the underwriter, under the terms of a negotiated sale agreement.
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In November 2021, Series 2021E general obligation refunding bonds (Series 2021E
Refunding Bonds) in the amount of $11,670,000 were sold at a premium of $3,492,929
to refund the remaining Series 2011B bonds. The Series 2021 Refunding Bonds were
sold direct to Goldman Sachs & Co. LLC, the underwriter, under the terms of a
negotiated sale agreement.

D. Security for the Bonds

The Series 2007A, 2015C, 2015D, 2021E Bonds represent general obligations of the
District payable from certain ad valorem taxes. The Board of Supervisors of the County
shall levy and collect annually ad valorem taxes upon all property subject to taxation
by the District for the payment of the principal or accreted value of and interest on the
2007A, 2015C, 2015D, and 2021E Bonds. The 2007A, 2015C, 2015D, and 2021E Bonds
are not obligations of the County of San Diego, the Authorities, the State or any of its
political subdivisions, other than the District.

E. Insurance

Payment of the principal or accreted value of, and interest on, the 2007A Bonds are
insured by a financial guaranty insurance policy issued by AMBAC Assurance
Corporation. The 2015C, 2015D, and 2021E Bonds are uninsured.

F. Series 2007A Capital Appreciation Bonds

On August 2, 2007, the District issued $85,627,076 of capital appreciation bonds (CAB)
and current interest bonds (CIB). Interest on the capital appreciation bonds is
compounded each January 15 and July 15, commencing on January 15, 2008, through
and including the respective maturity dates. Accrued interest as of June 30, 2022, is
$24,622,060. Interest accrued during the fiscal year ended June 30, 2022 was
$2,248,981. The remaining maturity schedule of the 2007A capital appreciation bonds
is as follows:

Capital Appreciation Bonds $23,597,076

Maturity
Date Yield to Principal

July 15 Maturity Amount
2023 4.720% S 1,978,792
2024 4.740% 2,022,431
2025 4.780% 2,055,552
2026 4.800% 2,091,877
2027 4.820% 2,126,355
2028 4.840% 2,156,889
2029 4.860% 2,184,970
2030 4.880% 2,210,462
2031 4.900% 2,233,046
2032 4910% 2,257,956
2033 4.920% 2,278,746

$ 23,597,076
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In May 2015, a portion of the 2007A CIB Bonds were decreased by the 2015D
Refunding Bonds. See page 36 for more information on the 2015D Refunding Bonds.

G. Series 2015C Current Interest Bond

In February 2011, the District issued $136,860,000 of current interest bonds. In May
2015, a portion of the 2011B Bonds were defeased by the 2015D Refunding Bonds. See
page 36 for more information on the 2015D Refunding Bonds. The remaining maturity
schedule of the 2015C current interest bonds is as follows:

Current Interest Bonds $21,700,000

Maturity

Date Interest Principal

July 15 Rate Amount
2023 5.000% $ 2,780,000
2024 5.000% 3,520,000
2025 5.000% 3,990,000
2026 5.000% 4,425,000
2027 5.000% 4,885,000

$ 19,600,000
H. Series 2015D Current Interest Bonds

In May 2015, the District issued $200,490,000 Refunding General Obligation Bonds,
Series 2015D for the purpose for refunding $52,500,000 of the outstanding balance of
the 2007A CIB Bonds and $122,385,000 of the outstanding 2011B Bonds. The
defeased 2011B bonds were retired on November 30, 2021. As of June 30, 2022, all
defeased debt has been retired. The remaining maturity schedule of the 2015D current

interest bonds is as follows: Current Interest Bonds $186,820,000
Maturity
Date Interest Principal
July 15 Rate Amount

2023 5.000% 1,055,000
2024 5.000% 1,110,000
2025 5.000% 1,505,000
2026 5.000% 1,225,000
2027 5.000% 1,285,000
2028 3.000% 1,350,000
2029 3.125% 1,390,000
2030 3.125% 1,430,000
2031 3.250% 1,475,000
2032 4.000% 6,065,000
2033 4.000% 6,925,000
2034 4.000% 15,030,000
2035 4.000% 18,260,000
2036 4.000% 20,245,000
2037 4.000% 22,365,000
2038 4.000% 24,645,000
2039 4.000% 27,080,000
2040 4.000% ___ 29,685,000

$ 182,125,000
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I. Series 2021E Current Interest Bonds

In November 2021, the District issued $11,670,000 Refunding General Obligation
Bonds, Series 2021E for the purpose for refunding the remaining 2011B bonds. The
defeased 2011B bonds were retired on November 30, 2021. The remaining maturity
schedule of the 2021E current interest bonds is as follows:

Current Interest Bonds $11,670,000

Maturity
Date Interest Principal
July 15 Rate Amount
2026 5.000% S 680,000
2027 5.000% 1,075,000
2028 5.000% 1,520,000
2029 5.000% 1,995,000
2030 5.000% 2,520,000
2031 5.000% 3,080,000
2034 5.000% 800,000
$ 11,670,000

J. Debt Service Requirements

Debt service requirements on Proposition G bonded debt as of June 30, 2023,
excluding unamortized premiumes, are as follows:

For the Year

Ending June 30: Principal Interest Total
2024 S 5,813,792 S 10,951,396 S 16,765,188
2025 6,652,432 11,006,131 17,658,563
2026 7,550,552 11,044,886 18,595,438
2027 8,421,877 11,052,935 19,474,812

2028 - 2032 32,916,721 57,018,068 89,934,789
2033 - 2037 71,861,702 39,286,398 111,148,100
2038 - 2041 103,775,000 5,291,700 109,066,700

Total

$ 236,992,076 S 145,651,514 S 382,643,590
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K. Mandatory Sinking Fund Redemption of Refunding Bonds

The 2015D Refunding Bonds maturing on July 15, 2040, are subject to redemption
prior to maturity from mandatory sinking fund payments on July 15th of each year,
beginning July 15, 2036, at a redemption price equal to the principal amount thereof,
together with accrued interest to the date fixed for redemption, without premium. The
principal amount of these bonds to be so redeemed and the dates therefore and the
final principal payment redemption date are as indicated in the following table:

Redemption Date

July 15 Amount
2036 S 20,245,000
2037 22,365,000
2038 24,645,000
2039 27,080,000
2040 29,685,000

Note: 2040 is Final Maturity

Note 6 - Fund Balance

The Fund Balance in Balance Sheet - Governmental Funds represents assets and
deferred outflows less liabilities and deferred inflows and is comprised of $67,432
nonspendable prepaid expenses, $30,515,354 in amounts restricted for debt service,
$22,384,000 in reserves as adopted by the District's Board of Directors for
administration and operations, emergencies, and contingencies, and $14,669,181 in
unassigned fund balance.
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Note 7 - Retirement Plan (Defined Benefit Pension Plan)

A. Plan Description

All qualified permanent and probationary employees are eligible to participate in cost-
sharing multiple employer defined benefit pension plans administered by CalPERS.
Benefit provisions under the Plans are established by State statute and Local
Government resolution. CalPERS issues publicly available reports that include a full
description of the pension plans regarding benefit provisions, assumptions and
membership information that can be found on the CalPERS website.

B. 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
between the ages of 50 and 62 with statutorily reduced benefits. All members are
eligible for non-industrial disability benefits after five (5) years of service. The death
benefit is one of the following: the Basic Death Benefit, the 1957 Survivor Benefit, or
the Optional Settlement 2W Death Benefit. The cost of living adjustments for each
plan are applied as specified by the Public Employees' Retirement Law.

The Plan’s provisions and benefits in effect at June 30, 2023, are summarized as
follows:

Miscellaneous

Classic PEPRA
Hire Date Prior to January 1, 2013 On or after January 1, 2013
Benefit formula 3% @ 60 2% @ 62
Benefit vesting schedule 5 years service 5 years service
Benefit payments Monthly for life Monthly for life
Retirement age 50-60 52-62
Monthly benefits, as a % of annual salary 2% to 3% 1% to 2.5%
Required employee contribution rates 8% 6.75%
Required employer contribution rates 15.25% 7.47%
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C. Contributions

Section 20814(c) of the California Public Employees' Retirement Law requires that the
employer contribution rates for all public employers are determined on an annual
basis by the actuary and shall be effective on the July 1 following notice of a change in
the rate. The total Plan contributions are determined through CalPERS’ annual
actuarial valuation process. 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 District is required
to contribute the difference between the actuarially determined rate and the
contribution rate of employees. District contribution rates may change if Plan
contracts are amended. Payments made by the employer to satisfy contribution
requirements that are identified by the pension plan terms as plan member
contributions are classified as plan member contributions. The District’s total
contribution for the year ended June 30, 2023, was $85,292.

D. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of
Resources Related to Pensions Benefits Provided

As of June 30, 2023, the District reported net pension liabilities for its proportionate
shares of the net pension liability of the Plan as follows:

Proportionate Share of Net Pension Liability S 536,107

The District's net pension liability is measured as its proportionate share of the Plan’s
net pension liability. The net pension liability of the Plan is measured as of June 30,
2022, and the total pension liability for the Plan used to calculate the net pension
liability was determined by an actuarial valuation as of June 30, 2021, rolled forward
to June 30, 2022, using standard update procedures. The District's proportionate share
of the net pension liability was based on a projection of the District's long-term share
of contributions to the Plan relative to the projected contributions of all participating
employers, actuarially determined.

The District's proportionate share of the net pension liability as of the measurement
date ended June 30, 2021 and 2022 was as follows:

Miscellaneous

Proportion - June 30, 2022 -0.00728%
Proportion - June 30, 2023 0.01146%
Change - Increase/(Decrease) 0.01874%
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At June 30, 2023, the District reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

Deferred Deferred

Outflows Inflows

Changes in assumptions S 54,935 S -
Differences between expected and actual experience 10,766 7,211

Differences between projected and actual investment earnings 98,201 -
Differences between employer's contributions and proportionate i 113992

share of contributions and changes in employer's proportion ’

Change in employer's portion 300,865 -

Pension contributions made subsequent to measurement date 115,712 -
Total S 580,479 S 121,203

The reported deferred outflows of resources related to contributions made subsequent
to the measurement date will be recognized as a reduction of the net pension liability
in the year ending June 30, 2023.

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

Fiscal Year Ending June 30,:
2024 S 119,405

2025 104,891
2026 59,204
2027 60,064

Thereafter -
S 343,564

For the year ended June 30, 2023, the District recognized pension expense of
$591,181.

E. Actuarial Assumptions

The total pension liability in the June 30, 2022, measurement period was determined
by an actuarial valuation as of June 30, 2021, with update procedures was determined
using the following actuarial assumptions procedures used to roll forward the total
pension liability to June 30, 2022:
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Valuation Date June 30, 2021
Measurement Date June 30, 2022
Actuarial Cost Method Entry-Age Normal Cost Method
Actuarial Assumptions:
Discount Rate 6.90%
Inflation 2.30%
Salary Increases (2)
Mortality Rate Table (2)
Post Retirement Benefit Increase (3)

(1) varies by entry age and service.

(2) The mortality table used was developed based on CalPERS-specific data. The table includes 15
years of mortality improvements using the Society of Actuaries Scale 90% of scale MP 2016.
For more details on this table, please refer to the December 2017 experience study report
(based on CalPERS demographic data from 1997 to 2015) that can be found on the CalPERS
website.

(3) Contract COLA up to 2.00% until Purchasing Power Protection Allowance Floor on Purchasing
Power applies, 2.50% thereafter.

F. Long Term Expected Rate of Return

The long-term expected rate of return on pension plan investments was determined
using a building-block method in which expected future real rates of return (expected
returns, net of pension plan investment expense and inflation) are developed for each
major asset class.

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 (PERF) cash flows. Using historical returns of all the fund’s 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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Assumed
asset
Asset Class ! allocation Real returnl’2
Global Equity - Cap-weighted 30% 4.54%
Global Equity - Non-Cap-weighted 12% 3.84%
Private Equity 13% 7.28%
Treasury 5% 0.27%
Mortgage-backed Securities 5% 50.00%
Investment Grade Corporates 10% 1.56%
High Yield 5% 2.27%
Emerging Market Debt 5% 2.48%
Private Debt 5% 3.57%
Real Assets 15% 3.21%
Leverage -5% -0.59%

Y An expected inflation of 2.3% used for this period.
2 Figures are based on the 2021 Asset Liability Managemnt Study

G. Discount Rate

The discount rate used to measure the total pension liability was 6.8%. 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.

H. Sensitivity of the Proportionate Share of the Net Pension Liability to Changes
in Discount Rate

The following presents the District’s proportionate share of the net pension liability for
the Plan, calculated using the discount rate for the Plan, as well as what the
proportionate share of the net pension liability would be if it were calculated using a
discount rate that is 1 percentage point lower or 1 percentage point higher than the

1% Decrease 6.8%
Net Pension Liability S 1,155,120
Current Discount Rate 6.9%
Net Pension Liability S 536,107
1% Increase 7.0%
Net Pension Liability S 26,814
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H. Pension Plan Fiduciary Net Pension

Detailed information about the pension plan's fiduciary net position is available in the
separately issued CalPERS financial reports.

I. Payable to the Pension Plan

At June 30, 2023, the District had no outstanding amount of contributions to the
pension plan required for the year ended June 30, 2023.

Note 8 - Other Post-Employment Benefits (OPEB)

A. Plan Description

The District has established an agent multiple-employer Defined Benefit
Postemployment Healthcare Plan (DPHP) that provides post-retirement medical
benefits to retirees through the California Public Employees Medical and Hospital Care
Act (PEMCHA) which is managed through the California Retiree Benefit Trust (CERBT).
The plan provides retiree medical, dental and vision benefits to eligible retirees and
their eligible dependents. The plan pays 100 percent of the cost (premiums) for
benefits and reimburses covered members for any out-of-pocket costs associated with
the benefit plan provisions. Effective March 2013, out-of-pocket costs for active
employees was capped at $3,000 and will remain in effect through post-employment.
The plan also pays 100 percent of Long-term Care (LTC) premiums for the CalPERS
Comprehensive Plan for an employee and/or their spouse who has applied for and has
been accepted into the plan. The Comprehensive Plan provides for lifetime benefits,
dollar maximums and built-in inflation protection of 5 percent per year. For
employees hired on or prior to November 21, 2014, the plan contribution is capped at
$2,000. Employees hired after November 21, 2014, are not eligible for plan paid LTC
benefits at retirement. Benefits are payable for the life of the retiree and spouse
coverage continues after the death of the retiree. A separate financial report is not
prepared for the plan.

B. Employees Covered

As of the June 30, 2023, the following current and former employees were covered by
the benefit terms under the plan:

Count
Inactive plan members currently receiving benefit payments 9
Active plan members 10
Total 19
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C. Contributions

The OPEB plan and its contribution requirements are established by District policy and
may be amended by the Board of Directors. The annual contribution is based on the
actuarially determined contribution. For the fiscal year ended June 30, 2023, the
District did not have any cash contributions.

D. Net OPEB Liability/(Asset)

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

E. Actuarial Assumptions

The total OPEB liability at the June 30, 2022, measurement date was determined by an
actuarial valuation as of June 30, 2021, the total OPEB liability was based on the
following assumptions:

Valuation Date June 30, 2021
Measurement Date June 30, 2022
Actuarial Cost Method Entry-Age Normal % of Salary Method
Actuarial Assumptions:
Discount Rate 6.75%
Payroll Growth 2.75%
Inflation 2.50%
Medical Trend Rates 4.00%

These ranges are combined to produce the long-term expected rate of return by
weighing the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of arithmetic real rates
of return for each major asset class included in the OPEB plan’s target asset allocation
as of June 30, 2022, are summarized in the following table:

CERBT - Strategy 1 Assumed
% of Gross
Asset Class Portfolio Return
All Equities 59% 7.545%
All Fixed Income 25% 4.250%
Real Estate Investment Trusts 8% 7.250%
All Commodities 3% 7.545%
Treasury Inflation Protected Assets (TIPs) 5% 3.000%
Total 100%
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F. Discount Rate

The discount rate used to measure the total OPEB liability was 6.75 percent. The
projection of cash flows used to determine the discount rate assumed that District’s
contributions will be made at rates equal to the actuarially determined contribution
rates. Based on those assumptions, the OPEB’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.

G. Changes in the Net OPEB Liability/(Asset):

Total OPEB Fiduciary Net OPEB
Liability Net Position Liability/(Asset)
Balance at June 30, 2021 Measurement Date S 1,930,303 $ 3,274,665 S (1,344,362)
Service cost 85,940 - 85,940
Interest on Total OPEB Liability / Return on FNP 125,289 (435,534) 560,823
Employer contributions - 2,502 (2,502)
Benefit payments (234,279) (234,279) -
Administrative expenses - (834) 834
Net Change during FY 2022 (23,050) (668,145) 645,095
Balance at June 30, 2022 Measurement Date S 1,907,253 $ 2,606,520 S (699,267)

H. Change of Assumptions

There were no changes in assumptions as the June 30, 2022 was a rollover valuation
from the comprehensive June 30, 2021 study.

I. Trend and Interest rate Sensitivities

The following presents what the Net OPEB Liability would be if it were calculated using
a discount rate assumption or a healthcare trend rate assumption one percent higher

Discount Healthcare

Net OPEB Liability/(Asset) at June 30, 2022 Measurement Date Rate Trend Rate
1% Decrease in Assumptions S (556,112) $ (855,876)
Current Assumptions (699,267) (699,267)
1% Increase in Assumptions (821,400) (511,883)
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J. Deferred Inflows and Outflows

Changes in Net OPEB Liability arising from certain sources are recognized on a deferral
item as of the measurement date and the scheduled future recognition.

Deferred
Inflows Outflows
Balances at June 30, 2023 Fiscal Year-End
Differences between expected and actual experience S - S 105,926
Changes in assumptions - 88,117
OPEB contributions made after the measurement date - -
Differences between projected and actual return on assets 216,078 -
Total S 216,078 S 194,043
To be Recognized Fiscal Year Ending June 30,:
2024 S 36,922 S 46,080
2025 33,809 46,081
2026 15,604 32,868
2027 129,743 32,868
2028 - 32,868
Thereafter - 3,278
Total S 216,078 S 194,043

At June 30, 2023, the District had no outstanding amount of contributions to the OPEB
plan required for the year ended June 30, 2023.

Note 9 - Contributions to Grossmont Hospital Foundation and Corporation

During the fiscal year, contributions including amounts accrued, to the Sharp
Grossmont Hospital Foundation amounted to $20,000 for sponsorships and
$2,000,000 in matching grant payments for the neurological center construction. An
Inter-Governmental Transfer of $882,000 was made to the State of California on
behalf of Grossmont Hospital with an offsetting receipt (rebate) in accordance with
provision from the Affordable Care Act in the amount of $650,684 for prior year IGT
payments. The total amount of Hospital support, net of the rebate, was $2,251,316 for
the fiscal year ended June 30, 2023.

Note 10 - Prior Period Adjustment

The District had over-accrued for unpaid property tax revenue of $1,061, 911, which
was based on the County of San Diego Auditor-Controller’s property tax collection
reports. These funds will be collected by the County of San Diego Treasurer-Tax
Collector’s office over the next five-years or through tax sale. Once collected, the
District will receive these funds as categorized as prior-year property tax payments in
the current year of collection. Therefore, the accrual for this property tax receivable is
not known to be reasonable as of June 30, 2022.
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Note 11 - Risk Management

A. General Liability

The District is exposed to various risks of loss related to torts, theft, damage and
destruction of assets, errors and omissions, and natural disasters. The District
participates in an insurance pool through the Special District Risk Management
Authority (SDRMA). SDRMA is a not-for-profit public agency formed under California
Government Code Sections 6500 et. Seq. SDRMA is governed by a board composed of
members from participating agencies. The District pays an annual premium for
commercial insurance covering general liability, excess liability, property, automobile,
public employee dishonesty, worker’s compensation, and various other claims.

Coverage limits range up to S1 billion for all entities. Accordingly, the District retains
no risk of loss. Separate financial statements of SDRMA may be obtained by contacting
the Special District Risk Management Authority direct via mail at 1112 “I” Street, Suite
300, Sacramento, California 95814.

B. General, Auto and Public Officials Coverage Under SDRMA Policy Arbitrage
Rebate Liability

Includes Errors and Omissions with coverage limits of $5,000,000 with variable
deductibles depending of type of claim ranging from $500 to $50,000 per occurrence.

C. Property Loss Coverage Under SDRMA Policy

Replacement cost for property on file with coverage limits of $1,000,000,000 per occurrence
limited up insured value with a $1,000 deductible.

D. Employee Dishonesty Under SDRMA Policy
Total coverage limits of $1,000,000 per occurrence with a SO deductible.

E. Workers’ Compensation Under SDRMA Policy

Total coverage limits of $5,000,000 per occurrence with a SO deductible.

Total coverage limits of $5,000,000 per occurrence with a SO deductible.

* Property for hospital assets transferred under the lease and subsequently acquired.

* Directors’ and Officers’ liability insurance. The limit of liability for the current policy is
$1,000,000, inclusive of defense expenses.
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F. Property Loss Coverage Under SHARP Policy

Replacement cost for property on file with coverage limits of $1,000,000,000 per
occurrence with a $100,000 deductible.

G. Boiler and Machinery Coverage Under SHARP Policy
Replacement cost up to $100,000,000 per occurrence with a $100,000 deductible.

H. Earthquake, Flood and Terrorism Coverage Under SHARP Policy

Up to $10,000,000 for earthquake, $60,000,000 for flood loss, and $100,000,000 for
terrorism per occurrence. Deductibles are 5 percent of unit value with a $100,000,
$250,000 and $200,000 minimum for earthquake, flood and terrorism coverages,
respectively.

I. Seismic Update

Senate Bill 1953 established requirements for earthquake SPC & NPC-2 safety for all
acute care hospital buildings in California.

J. Public Official Personal Liability

Total coverage limits of $1,000,000 per occurrence with a SO deductible. The
Hospital’s buildings are in compliance with the earthquake retrofit requirements
through 2030. Any costs associated with compliance are covered under the terms of
the Extended Lease Agreement with the Corporation.

K. Adequacy of Protection

During the past three fiscal (claims) years none of the above programs of protection
have had settlements or judgments that exceeded pooled or insured coverage. There
have been no significant reductions in pooled or insured liability coverage from
coverage in the prior year.

48



Note 12 - Commitments and Contingencies

A. Grant Commitments

The District had grants payable to various agencies under its grant program in the
amount of $628,238 at June 30, 2022.

The District approved a $4 million matching grant for construction of the
neurosciences center at Grossmont Hospital, of which $1 million was funded during
the fiscal year and another $1 million paid in July 2022 and accrued in the fiscal year.

B. Litigation

Certain claims, suits and complaints arising in the ordinary course of operation have
been filed or are pending against the District. In the opinion of the staff and counsel,
all such matters are adequately covered by insurance, or if not so covered, are without
merit or are of such kind, or involved such amounts, as would not have significant
effect on the financial position or results of operations of the District if disposed of
unfavorably.

C. Arbitrage Rebate Liability

The District is required to rebate to the federal government the excess investment
earnings on bond proceeds if the yield on those earnings exceeds the effective yield on
the related bonds issued. Rebates are payable every five years or upon the maturity of
the bonds, whichever is earlier. At June 30, 2023, the arbitrage rebate liability was SO.

D. Excluded Leases - Short-Term Leases and De Minimis Leases

The District does not recognize a lease receivable and a deferred inflow of resources
for short-term leases. Short-term leases are certain leases that have a maximum
possible term under the lease contract of 12 — months (or less), including any options
to extend, regardless of their probability of being exercised.

Also, de minimis lessor or lessee leases are certain leases (i.e., room rental, copiers,
printers, postage machines) that regardless of their lease contract period are de
minimis with regards to their aggregate total dollar amount to the financial
statements as a whole.

Note 13 - Subsequent Events

The District has evaluated subsequent events through October 19, 2023, the date at
which the financial statements were available to be issued.

49



Required Supplementary Information
Grossmont Healthcare District

June 30, 2023

Schedule of the District's Proportionate Share of the Net Pension Liability
Last Ten Fiscal Years

Fiscal Year End 2023 2022 2021 2020 2019 2018 2017 2016 2015
Measurement

Period 2022 2021 2020 2019 2018 2017 2016 2015 2014
Proportion of the net

pension liability 0.011% -0.007%  0.008% 0.638% 0.002% 0.002% 0.002% 0.016% 0.007%
Proportionate share of net

pension liability 536,107 (138,142) 338,093 255,512 183,389 208,704 155,113 434,705 415,578
Covered payroll 719,353 633,055 667,133 650,385 647,147 572,792 552,792 542,613 538,385

Proportionate share of
net pension liability
as a percentage of
of covered payroll 74.53% -21.82% 50.68% 39.29% 28.34% 18.92% 20.40% 80.74% 77.19%

Plan fiduciary net pension as
a percentage of the total
pension liability 85.00% 103.56% 87.40%  75.26%  75.26%  73.31%  75.87%  79.88%  81.14%

Note: Fiscal year 2015 was the first year of implementation, therefore only nine years are shown.

Schedule of Contributions - Pension
Last Ten Fiscal Years

2023 2022 2021 2020 2019 2018 2017 2016 2015

Contractually required
contribution (actuarially $ $ $ $ $ S S $
determined) $ 149,346 94,048 109,516 135,240 124,103 122,437 116,858 94,907 103,403
Contributions made in relation
to the actuarially determined

contributions (149,346) (94,048) (109,516) (135,240) (124,103) (122,437) (116,858) (520,048) (103,403)
Contributions deficiency

/(excess) S - S - S - S - S - S - S - $(425,141) S -
Covered payroll 1,147,885 719,353 633,055 667,133 650,385 647,147 572,792 552,613 542,801
Contribution as a percentage

of covered payroll 13.01% 13.07% 17.30% 20.27% 19.08% 18.92% 20.40% 17.17% 19.05%

Notes to Schedule:

Valuation date 6/30/2022 6/30/2021 6/30/2020 /30/2019 6/30/2018 6/30/2017 6/30/2016 6/30/2015 6/30/2014
Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry Age Normal - GASB 68

Amortization method Level percentage of payroll, closed

Remaining amortization period 15 years

Asset valuation method 5-year smoothed market

Inflation 2.3%

Salary increases Varies by entry age and service

Investment rate of return 6.9%, net of pension plan investment expense, including inflation

Retirement age 57 yrs.

Mortality Derived using CalPERS' membership data for all funds

Note: Fiscal year 2015 was the first year of implementation, therefore only nine years are shown.
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Schedule of Changes in the Net OPEB Liability and Related Ratios
Last Ten Fiscal Years*

Measurement Date
6/29/2022 6/30/2021 6/30/2020 6/30/2019 6/30/2018 6/30/2017

Total OPEB Liability:

Service cost S 85940 $ 50580 S 49,226 S 61,352 S 59,565 $ 55,668
Interest on total OPEB liabi 125,289 146,792 149,677 165,604 160,893 156,675
Differences between expected

and actual experience - (110,679) (66,061) (212,905) - -
Changes in assumptions - (122,675) - (77,530) - -
Benefit payments (234,279) (184,635) (139,527) (166,677) (143,220) (168,725)

Net Change in Total

OPEB Liability (23,050) (220,617) (6,685) (230,156) 77,238 43,618
Total OPEB Liability:

Beginning of Year 1,930,303 2,150,920 2,157,605 2,387,761 2,310,523 2,266,905
End of Year (a) 1,907,253 1,930,303 2,150,920 2,157,605 2,387,761 2,310,523

Plan Fiduciary Net Position:

Contributions - employer 2,502 323 108 66,886 19,539 24,241

Net investment income (435,534) 753,666 96,658 168,669 210,983 262,838

Administrative expenses (834) (1,031) (1,350) (584) (1,395) (1,337)

Benefit payments (234,279) (184,635) (139,527) (166,677) (143,220) (168,725)

Other expenses - - - - (3,437) -

Net Change in Plan Fiduciary

Net Position (668,145) 568,323 (44,111) 68,294 82,470 117,017

Plan Fiduciary Net Position:

Beginning of Year 3,274,665 2,706,342 2,750,453 2,682,159 2,599,689 2,482,672

End of Year (b) 2,606,520 3,274,665 2,706,342 2,750,453 2,682,159 2,599,689
Net OPEB Liability/(Asset)

Ending (a)-(b) $ (699,267) S (1,344,362) S (555,422) S (592,848) S (294,398) S (289,166)

Plan fiduciary net position as a
% of the total OPEB liability 136.66% 169.65% 125.82% 127.48% 112.33% 112.52%

Covered - employee payroll 799,379 642,110 640,000 650,385 647,147 572,792
Net OPEB liability as percentage of
covered - employee payroll  -87.5% -209.4% -86.8% -91.2% -45.5% -50.5%

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

Changes in Assumptions:

For measurement period June 30, 2017 there were no changes in assumptions.

For measurement period June 30, 2018 there were no changes in assumptions.

For measurement period June 30, 2019 salary increases was changed to 2.75% plus merit scale and inflation was
changed to 2.5%.

For measurement period June 30, 2020 there were no changes in assumptions.

For measurement period June 30, 2021, assumed Valuation Interested Rate decreased from 7% in the prior year
to 6.75%. The assumed Long Term Medical Trend Rate decreased from 4.5% in the prior year to 4%.

* Fiscal Year 2018 was the first implementation, therefore, only six years are shown.
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Schedule of Contributions - OPEB

Last Ten Fiscal Years*

6/30/2023 6/30/2022 6/30/2021 6/30/2020 6/30/2019 6/30/2018

Actuarially determined co $ - S - S - S - S 34538 S 32,348
Contributions in relation to the

actuarially determined c - - - - (66,886) (32,348)
Contribution deficiency (e $ - S - S - S - $ (32,348) S -
Covered - employee

payroll $1,147,885 $799,379 S 642,110 $ 640,000 $ 650,385 S 647,147
Contribution as a % of covered

employee payroll 0.00% 0.00% 0.00% 0.00% 5.31% 5.00%

Notes to Schedule:

Valuation Date 6/29/2022 6/30/2021 6/30/2020 6/30/2019 6/30/2018 6/30/2017

Methods and Assumptions Used to Determine Contribution Rates:

Single and agent employers Entry age

Amortization method Level percentage of payroll, closed
Asset valuation method Market Value

Inflation 2.50%

Payroll growth 2.75%

Investment rate of return 6.75%

Discount rate 6.75%

*Fiscal year 2018 was the first year of implementation, therefore, only six years are shown.
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Budgetary Comparison Schedule - General Fund

FUND BALANCE, JULY 1

RESOURCES (INFLOWS)
Property taxes
Investment income
Briercrest lease revenue
Grant and other income
Transfer for CERBT

Amount available for appropriations

CHARGES TO APPROPRIATIONS (OUTFLOWS)

General government

Community healthcare

Library operating expense

Facilities expense

Contributions to Grossmont Hospital

Total charges to appropriations

NET CHANGES IN FUND BALANCE

FUND BALANCE, JUNE 30

Budgets are prepared on a budgetary (cash) basis.
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Budget Amount Variance with
Original Final Actual Final Budget

$ 36,610,000 S 36,610,000 S 34,580,560 $ (2,029,440)
9,898,000 9,898,000 10,481,800 583,800
500,000 500,000 735,462 235,462
93,000 93,000 93,403 403
115,000 115,000 61,742 (53,258)
181,000 181,000 231,777 50,777
10,787,000 10,787,000 11,604,184 817,184
2,165,000 2,165,000 2,066,431 (98,569)
2,375,000 2,375,000 1,939,696 (435,304)
646,000 646,000 552,584 (93,416)
513,000 513,000 507,842 (5,158)
4,000,000 4,000,000 2,251,316 (1,748,684)
9,699,000 9,699,000 7,317,869 (2,381,131)
1,088,000 1,088,000 4,286,315 3,198,315

$ 37,698,000 S 37,698,000 S 38,866,875 1,168,875



Grossmont Healthcare District

June 30, 2023

Supplementary Information

FUND BALANCE, JULY 1

Budgetary Comparison Schedule - Debt Service Fund

RESOURCES (INFLOWS)

Property taxes
Investment income
Amount available for appropriations

CHARGES TO APPROPRIATIONS (OUTFLOWS)

Debt service:
Principal

Interest and fiscal charges

Total charges to appropriations

NET CHANGES IN FUND BALANCE

FUND BALANCE, JUNE 30

Budget Amount Variance with
Original Final Actual Final Budget
$ 24,877,000 S 24,877,000 S 22,276,012 $ (2,600,988)
19,635,000 19,635,000 21,049,812 1,414,812
174,000 174,000 565,895 391,895
19,809,000 19,809,000 21,615,707 1,806,707
6,795,000 6,795,000 6,795,000 -
9,031,000 9,031,000 9,030,938 (62)
15,826,000 15,826,000 15,825,938 (62)
3,983,000 3,983,000 5,789,769 1,806,769
$ 28,860,000 S 28,860,000 S 28,065,781 (794,219)
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NIGRZATIGRO-

A Professional Accountancy Corporation

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

Board of Directors
Grossmont Healthcare District
La Mesa, California

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Grossmont Healthcare District (District) as of and
for the year ended June 30, 2023, and the related notes to the financial statements, which collectively comprise
the District's basic financial statements, and have issued our report thereon dated October 19, 2023.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District's internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the District's internal control. Accordingly, we do not express
an opinion on the effectiveness of the District's internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the District's internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Murrieta, California
October 19, 2023
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