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1.0 GENERAL

1.1 Purpose

The Oceano Community Services District (District) is soliciting proposals from
accounting firms that are interested in providing audit services to the District. The
audit period will be for the fiscal year ending June 30, 2026, with options to renew for
annual audits for the fiscal years ending June 30, 2027 and June 30, 2028.

The District intends on following Government Code section 12410.6(b) regarding
auditor rotation requirements of public accounting firms providing audit services to
local agencies.

1.2 Agency Description

The Oceano Community Services District (District) is a multi-purpose special district
and was formed on January 1, 1981. The District is a political subdivision of the State
of California and operates under a Board of Directors — General Manager form of
government. The District is demographically diverse and classified as disadvantaged
based on criteria established for median household income.

District Services

The District provides water, wastewater collection, solid waste, street lighting and parks
and recreation services to the community, which is predominantly residential and
includes a population of approximately 7,600. In the fiscal year ending June 30, 2023,
the District provided fire and emergency services through the Five Cities Fire Authority
(FCFA), a joint powers authority (JPA) formed in 2010 between the District and the
cities of Arroyo Grande and Grover Beach. In 2022 the District initiated divestiture of
fire and emergency services through the Local Formation Commission (LAFCO).
Through December 31, 2025, the District contracted with FCFA for fire and emergency
services and was no longer a member of the JPA. LAFCO approved the District’s
divesture of fire services to the County of San Luis Obispo in 2025 and the District no
longer provides fire and emergency services to the community. Lastly, the District
provides solid waste and recycling services through a franchise agreement with South
County Sanitary Incorporated, a subsidiary of Waste Connections Incorporated, a
publicly traded corporation. The District's powers also include parks and recreation
and in 2023 the Board created the Oceano Parks and Recreation Committee. Other
services such as streets and roads, drainage and flood control, land use planning, law
enforcement, health and human services are provided by the County of San Luis
Obispo or other agencies.

Real Property

In addition to water and wastewater collection infrastructure, the District’s significant
fixed assets includes real property leased to the County of San Luis Obispo for use as
a Sheriff Substation, a community center leased to Lucia Mar Unified School District,
and the historic Oceano Train Depot leased to a local non-profit organization.
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Water Supply Contracts

The District purchases two sources of water pursuant to long-term contracts executed
with the San Luis Obispo County Flood Control and Water Conservation District for
supplies from Lopez Reservoir and the State Water Project. Water supply costs are
the District’s most significant expenditures, and during the recent drought, the reliability
of the District’s supplies proved sufficient to allow the District to increase water in
storage in contrast to most agencies that realized diminishing water supplies.

Wastewater Treatment and Disposal

Wastewater treatment and disposal services for the community are the responsibility of
the South San Luis Obispo County Sanitation District, an independent special district
formed under provisions of the California State Health and Safety Code. The sanitation
district also treats and disposes of wastewater for the cities of Arroyo Grande and
Grover Beach. The sanitation district's governing board is comprised of elected
officials from each of the three agencies, as provided by state statute. As an
independent special district, the sanitation district is not a component unit of the District.

Employees

The District currently has nine (9) full-time employees and one (1) part-time employee —
five (5) field staff, four (4) office staff and the general manager. Full-time non-
management employees are represented by the Service Employees International
Union (SEIU) Local 620. District employees receive pension benefits through
CalPERS. The District does not provide post-retirement health benefits. Legal,
engineering and computer services are provided by independent contractors.

Recent Audits - Attached

In 2025, the District addressed financial issues and the Board of Directors approved
new water, wastewater, and solid waste rates, to address the budgetary deficit and by
doing so to establish an operating surplus.

Outlook

Since 2017, the District has been awarded approximately $4,400,000 in grants for
technical assistance and has addressed deferred infrastructure replacement and
upgrades. In 2025, the District was awarded $9,400,000 to consolidate the community
of Halcyon, Ken Mar Gardens, Halcyon Estates, adding 50 new connections to the
water system. The grant funds allowed the District to develop a long term capital
improvement program in the water system. In 2025, the Board allocated District
reserves to develop a wastewater capital improvement program.

1.3 Computer and Accounting System
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Tyler Technologies (Incode).

1.4 Contact Information
Any questions about this RFP should be directed to:

Carey Casciola — Business and Accounting Manager
Oceano Community Services District

P.O. Box 599

Oceano, CA 93447-599

Phone: (805) 481-6730

Fax: (805) 481-6836

Email: carey@oceanocsd.org

1.5 Submittal Requirements

Interested accounting firms shall submit one electronic copy of their Response to
RFP in PDF format to the District no later than 4:00 p.m. on Friday, May 1, 2026.
All submittals should be sent to carey@oceanocsd.org.

2.0 DESIRED SERVICES

The District desires its audited annual financial report to include financial statements
prepared in accordance with Generally Accepted Accounting Principles (GAAP) and
Governmental Accounting Standard Board (GASB) practices. The examination by
the auditors of such financial statements shall be performed in accordance with
Generally Accepted Auditing Standards (GAAS) and in compliance with all laws.

The District will prepare and submit the State Controller’'s Annual Report for Special
Districts and supplemental information for the financial statements.

2.1 Project Objectives and Anticipated Scope
The selected auditor will be required to:

1. Prior to the commencement of the audit, the auditor will review the audit
program with District Staff including proposed dates for completion of audit
tasks. For the initial year (fiscal year ending June 30, 2026), District staff will
have the supporting schedules and documentation which the District
customarily prepares for audits available for initial review by the auditor upon
execution of a letter of engagement with the selected firm. In subsequent
years, the District will have schedules and documentation completed by
November 30t of each year.

2. The auditor will review the draft financial statements with District Staff. At this
meeting the CPA will disclose all findings or situations that the auditors feel
are weak or problematic. The auditor will review and assess internal controls
and make recommendations to improve the current procedures. The District
will receive a management letter from the auditor reflecting the above items.
If any irregularities and illegal acts are identified by the auditor, the auditor

3
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shall report their findings in writing to the General Manager, Business and
Accounting Manger, and to the Board President. The auditor should
anticipate preparing annual GASB #68 calculations based on information
provided by CalPERS for use by the District, who will prepare adjusting
journal entries for the various funds based on established allocation
methodologies.

3. The auditor will prepare the financial statements for fiscal year ending June
30, 2026, by June 30, 2027, and in subsequent years, by December 30t of
each year.

District staff will be available to assist the auditors by providing information,
documentation, and explanations. The District will provide the trial balance, all
schedules and other related items, including a MD&A.

The District will provide the auditor with reasonable work space, phone, internet and
copy machine access.

The audit report shall consist of, but not be limited to the auditor’s report and opinion,
a management letter, statement of net position, statement of cash flows, statement
of revenues, expenses and changes in net position, notes to the financial
statements, any required supplementary information, and any other additional
information that may be applicable or pertinent to the audit as would be customary
for a complete and conforming audit by current standards and regulations.

Report preparation, editing and printing will be the auditor’s responsibility.

3.0 RFP REQUIREMENTS

As previously mentioned, responses should be submitted electronically in PDF
format. Required proposal elements are outlined in this section. Submittals may
contain additional information, but it is necessary to maintain the specific headings or
order presented below.

3.1 Firm Overview

Provide a general overview and history of your firm that describes general
capabilities and practice areas. Include a list of office locations and identify the
office that would be the primary point of service for District projects. Responses may
also contain a description of your firm’s approach to quality assurance and other key
operating practices. Responses should include an affirmative statement of
independence from the Oceano Community Services District and affirmative
statement that the firm and assigned staff are licensed to practice in California.

3.2 Experience Summary

This section should include summaries of your firm’s overall experience and
qualifications performing governmental and special district audits. Responses may
also include engagements in the last five years that are similar to that anticipated for
our organization.
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3.3 Personnel

Provide a list of key personnel within your organization that would be expected to
contribute to the performance of the audit. Provide a description of individual
experience/qualifications and include professional resumes, if appropriate.

If your firm would typically assign a client manager or a single point of contact for
services of this type, please identify the person that you propose to fill this role.

3.4 Scope of Services

Provide the scope of audit services that your firm would propose to undertake for this
engagement. The scope should be responsive to the objectives and anticipated
services outline in Section 2.1 and should include information on deliverables and
other proposed services.

3.5 Proposed Fees

Provide a proposed lump sum fee for complete audit services, including all
anticipated direct and indirect costs, for each year of three-year performance period
(FY 2025/26, FY 2026/27 and FY 2027/28), based on the scope of services
presented in your proposal.

3.6 References
Provide at least three client references with complete contact information. Ideally,

references would be from agencies or entities for which your firm has recently
completed independent audit services that are similar to the District’s.

4.0 SELECTION PROCESS

The District’'s objective is to select an accounting firm with the experience and
resources necessary to meet the District’'s expressed needs.

Proposed Schedule:

Submittal Due May 1, 2026
Selection (expected) May 13, 2026 Regular Meeting

All responses received will be carefully reviewed by District management and the
Board of Directors will approve the selected firm. The District may elect to create a
short list, conduct interviews of selected firms or request additional information as
part of the evaluation process.

Ultimately, the selected firm will be required to provide an engagement letter.
Additionally, firms providing services will be required to comply with District's
standard insurance requirements, which are attached.

The District reserves the right to reject any and all proposals submitted and to award
the contract to the firm which, in the District’s opinion is best qualified.
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Attached:
e Financial Statements for the year ending June 30, 2023 and related auditor
letters.

e Financial Statements for the year ending June 30, 2024 and related auditor
letters.

e Financial Statements for the year ending June 30, 2025 and related auditor
letters.

e Condition of Purchase and Insurance Requirements



Moss, Levy & Hartzheim LLP

Certified Public Accountants

| NDEPENDENT AUDI TOR’S REPORT ON I NTERNAL CONTRO!

FI NANCI AL REPORTI NG AND ON COMPLI ANCE AND OTHER
BASED ON AN AUDIT OF FI NANCI AL STATEMENTS PERF(
IN ACCORDANCEOWHERMMENT AUDITI NG STANDARDS

Board of Directors
Oceano Community Services District
Oceano, 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, the business-type activities, and each major
fund of the Oceano Community Services District, as of and for the fiscal year ended June 30, 2023, and the related notes
to the financial statements, which collectively comprise the Oceano Community Services District’'s basic financial
statements and have issued our report thereon dated May 28, 2024.

I nternal Control Over Financial Reporting

In connection with our engagement to audit the financial statements of the District, 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 entity’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 and
therefore, material weaknesses or significant deficiencies may exist that were not identified. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to be material weaknesses. We
did identify certain deficiencies in internal control, described in the accompanying schedule of findings that we consider to
be significant deficiencies. We consider the deficiency described in the accompanying schedule of findings and
responses to be a significant deficiency (Findings 2023-001).

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Oceano Community Services District’s financial statements
are free from 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.

Oceano Community Services District’s Responses to Findings

The Oceano Community Services District’'s responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. The Oceano Community Services District's responses were not
subjected to the auditing procedures applied in the audit of the financial statements, and accordingly, we express no
opinion on them.

2400 Professional Parkway, Suite 205 Santa Maria, CA 93455 Tel 805.925.2579 Fax 805.925.2147 mlh%)as.com .
Attachment - June 30, 2023 Audit Report

BEVERLY HILLS - CULVER CITY - SANTA MARIA
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Phrca, Kany & Soctghecin £2P

6DQWD ODULD &DOLIRUQLD
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