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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of the
Palomino Valley General Improvement District
Sparks, Nevada

Opinion

We have audited the accompanying financial statements of the Palomino Valley General Improvement
District (the “District”) as of and for the year ended June 30, 2025, 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
financial position of the Palomino Valley General Improvement District as of June 30, 2025, and the
changes in financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of 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
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going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditors’ 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 opinions. 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 substantial likelihood that,

individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

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

e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management, as well as evaluate the overall presentation in 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 and pension information be presented to supplement the basic financial



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

Prior Year Partial Comparative Information

The Statement of Revenue, Expenditures, and Changes in Fund Balance — Budget and Actual Related to
the June 30, 2024 financial statements is presented for purposes of additional analysis and was derived
from and related directly to the underlying accounting and other records used to prepare the June 30, 2024
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the 2024 basic financial statements and certain other additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
those financial statements or to those financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. The Statement of
Revenue, Expenditures, and Changes in Fund Balance — Budget and Actual is consistent in relation to the
basic financial statements from which they have been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 13,
2025, 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 solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the District’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
District’s internal control over financial reporting and compliance.
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Palomino Valley General Improvement District
Management's Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

As management of the Palomino Valley General Improvement District (the District), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities of the District
for the fiscal year ended June 30, 2025.

Financial Highlights

e The assets and deferred outflows of the District exceeded its liabilities and deferred inflows at the close
of the current fiscal year by $641,874 (net position). This is comprised of net investment in capital assets
of $670,523 and unrestricted net position of $(28,649). The unrestricted net position deficit was primarily
due to a liability for contracted Road Project work completed in June 2025, but not paid until July 2025.

e The District’s total net position decreased by $609,544 during the current year.

e The District's governmental fund reported a fund balance of $207,169, a decrease of $575,935 from the
prior year. Of this amount, $663,240 is assigned for subsequent year expenditures.

Overview of the Financial Statements

The discussion and analysis provided here is intended to serve as an introduction to the District's basic
financial statements. The District's basic financial statements consist of:

e Government-wide financial statements
e Fund financial statements
e Notes to the financial statements

The government-wide financial statements and the fund statements are presented in a columnar format since
the District only has one fund to report. This report also includes required supplementary information in
addition to the basic financial statements.

The District uses the modified accrual basis of accounting for internal financial statement reporting. The
financial statements have been prepared in accordance with generally accepted accounting principles as they
apply to governmental units. The financial statements include a statement of net position and governmental
fund balance sheet, a statement of activities and governmental fund revenue, expenditures and changes in
fund balance, and notes to the financial statements.

The statement of net position and governmental fund balance sheet presents the financial information of the
District on both the modified accrual basis under the general fund and the full accrual basis as net position.
This statement provides information on the District’s assets and liabilities with the difference reported as net
position and information about the nature and amount of resources and obligations at year-end. 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 declining.

The statement of activities and governmental fund revenue, expenditures and changes in fund balance present
the results of the activities over the fiscal year and information as to how the fund balance and net position
changed during the most recent year. The fund balance changes under the modified accrual method when
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revenue is received or the expenditure is made, while changes in net position under the full accrual method

are recorded as soon as the underlying event giving rise to the change occurs, regardless of the timing of the
related cash flows.

The notes to the financial statements provide required disclosures and other information that is necessary to
acquire a full understanding of the data provided in the statements. The notes present information about the
District’s accounting policies, significant account balances and activities, material risks, obligations,
commitments, contingencies, and subsequent events, if any.

The District also adopts annual appropriated budgets for its general fund. A budgetary comparison statement
is included to demonstrate compliance with the budget.

In addition to the basic financial statements and accompanying notes, this report also presents required
supplementary information concerning the District's cost-sharing pension plan.

Statement of Net Position

Years Ended June 30, 2025 2024
Assets:
Cash $ 674,092 $ 661,295
Due from other govemments 142,103 129,770
Capital assets, net 670,523 699,585
Total assets 1,486,718 1,490,650
Deferred outflows of resources 114,915 118,740
Total assets and deferred
outflows of resources 1,601,633 1,609,390
Liabilities 904,837 335,964
Deferred inflows of resources 54,922 22,008
Total liabilities and deferred
inflows of resources 959,759 357,972
Net Position $ 641,874 $ 1251418

A large portion of the Palomino Valley General Improvement District’s net position reflects its investment
in capital assets (e.g., land, buildings, water rights, machinery and equipment, and vehicles). The District
uses these capital assets to provide services to citizens; consequently, these assets are not available for future
spending.



Statement of Activities

Revenue: Total revenue received by the District for the year ended June 30, 2025 was $988,730 representing
a $10,153 increase from the year ended June 30, 2024,

Years Ended June 30, 2025 2024

Taxrevenue $ 995,967 $ 971,482

Other income 2,763 17,095
Total Revenue $ 998,730 $ 988,577

Expenses: Operating expenses for the year ended June 30, 2025 totaled $1,025,936 representing an increase
from the year ended June 30, 2024 of $716,764. The change is primarily due to contracted Road Project
work for both fiscal year 2024 and fiscal year 2025 completed in the current year.

Years Ended June 30, 2025 2024

Expenses - Public works $ 1,522,405 $ 805,641

General Fund Budgetary Highlights

Taxes are the General Fund’s primary sources of revenue. This includes property tax of $371,031, State
consolidated tax revenue of $575,932, and fair share taxes of $49,004. Actual General Fund tax revenue was
8.0% less than budgeted, and total revenue was 7.7% less than budgeted. Expenditures were more than
budget by 11.2% primarily due to higher-than-expected amounts used for service and supplies.

Capital Assets

At year-end the Palomino Valley General Improvement District’s investments in capital assets from its
governmental activities totaled $670,523, representing a decrease from June 30,2024 of $29,062. The change
is primarily due to additions offset by the recognized depreciation expense.

Economic Factors and Next Year’s Budgets and Rates

The following economic factors currently affect the District and were considered in developing the 2025-
2026 fiscal year budget:

¢ District revenues are projected to remain mostly steady for Ad Valorem and Fair Share taxes, and
Consolidated Tax revenue is projected to be 19.5% more than fiscal year 2025 actual amounts.

e The property tax rate is expected to remain at $0.4198 cents per hundred dollars of assessed valuation.
No changes in rates are expected.

e For fiscal year 2026 the District has budgeted for a 9.4% increase in general fund expenditure, based on
current economic conditions.



Requests for Information

This financial report is designed to provide a general overview of the District's finances for all those with an
interest in the District’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the District President, Palomino Valley
General Improvement District, 9732 Pyramid Highway #324, Sparks, Nevada, 89441.



PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

STATEMENT OF NET POSITION AND GOVERNMENTAL FUND BALANCE SHEET

JUNE 30, 2025

Adjustments Statement of
General Fund (See Note) Net Position
ASSETS
Cash $ 674,092 $ - $ 674,092
Due from other governments 142,103 - 142,103
Capital assets, not being depreciated - 76,663 76,663
Capital assets being depreciated, net
of accumulated depreciation - 593,860 593,860
Total Assets 816,195 670,523 1,486,718
DEFERRED OUTFLOWS OF RESOURCES
Pension requirement - 114,915 114,915
$ 816,195 785,438 1,601,633
LIABILITIES
Accounts payable 600,746 - 600,746
Accrued payroll and related taxes and benefits 8,280 - 8,280
Accrued compensated absences - 8,327 8,327
Net pension liability - 287,484 287,484
Total Liabilities 609,026 295,811 904,837
DEFERRED INFLOWS OF RESOURCES
Pension requirement - 54,922 54,922
FUND BALANCE/NET POSITION
Fund Balance
Assigned for subsequent year expenditures 663,240 (663,240) -
Unassigned (456,071) 456,071 -
Total Fund Balance 207,169 (207,169) -
Total Liabilities and Fund Balances $ 816,195
Net Position
Investment in capital assets 670,523 670,523
Unrestricted (28,649) (28,649)
TOTAL NET POSITION $ 641,874 $ 641,874

See accompanying notes.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE

YEAR ENDED JUNE 30, 2025
Adjustments Statement
General Fund (See Note) of Activities
EXPENDITURES/EXPENSES
Public works:
District operations
Salaries $ 139,657 $ 676 $ 140,333
Employee benefits 72,974 3,871 76,845
Services and supplies 1,309,774 - 1,309,774
1,522,405 4,547 1,526,952
Capital outlay 52,260 (52,260) -
Depreciation - 81,322 81,322
Total Expenditures/Expenses 1,574,665 33,609 1,608,274
REVENUE
Tax revenue 995,967 - 995,967
Other income 2,763 B 2,763
Total Revenue 998,730 - 998,730
Excess of Revenues over/(under) Expenditures (575,935) (33,609) (609,544)
CHANGE IN FUND BALANCE/NET POSITION (575,935) (33,609) (609,544)
FUND BALANCE/NET POSITION, July 1, 2024 783,104 549,084 1,251,418
FUND BALANCE/NET POSITION, June 30, 2025 $ 207,169 $ 515,475 $ 641,874

See accompanying notes.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2025

REVENUE
Ad valorem taxes
Consolidated taxes
Fair share taxes
Other

Total Revenue

EXPENDITURES
Public Works:
Salaries
Employee benefits
Services and supplies
Capital outlay

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES
Sale of capital assets

Changes in Fund Balance
FUND BALANCE, July1

FUND BALANCE, June 30

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2024)

2025 2024
ORIGINAL ACTUAL

AND FINAL (Memorandum

BUDGET ACTUAL VARIANCE Only)
$ 370,154 $ 371,031 $ 877 $ 358,215
657,090 575,932 (81,158) 560,427
54,757 49,004 (5,753) 52,840
200 2,763 2,563 17,095
1,082,201 998,730 (83,471) 988,577
213,550 139,657 73,893 150,970
108,900 72,974 35,926 75,613
1,044,117 1,309,774 (265,657) 491,953
50,000 52,260 (2,260) 114,709
1,416,567 1,574,665 (158,098) 833,245
(334,366) (575,935) (241,569) 155,332
- - - 35,500
(334,366) (575,935) (241,569) 190,832
424,520 783,104 358,584 592,272
$ 90,154 $ 207,169 $ 117,015 $ 783,104

See accompanying notes.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2025
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Palomino Valley General Improvement District (District)
have been prepared in accordance with accounting principles generally accepted in the United States of
America (GAAP), as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the authoritative standard-setting body for governmental accounting and financial reporting.

The following is a summary of the District’s significant accounting policies consistently applied in the
preparation of the accompanying financial statements.

Reporting Entity

The District receives funding from local government sources and must comply with the existing
requirements of those funding source entities. However, the District is not included in any other
governmental “reporting entity” as defined in GASB pronouncements, since its Board of Trustees is
elected by the public and has decision-making authority, authority to levy taxes, power to designate
management, ability to significantly influence operations, and primary accountability for fiscal matters.
The District has no component units that are required to be combined in the financial statements.

The District is governed by an elected Board of Trustees and provides repair and maintenance of the
accepted roads within the District. The District is located in Washoe County, Nevada and operates under
Nevada Revised Statute (“NRS”) 318. The District is not financially accountable for any other entity.

Basic Financial Statements — Government-Wide Statements

The District’s basic financial statements include both government-wide (reporting the District as a whole)
and fund financial statements (reporting the District’s general fund). The government-wide financial
statements are reflected on a full accrual, economic resource basis which recognizes all long-term assets
and receivables as well as long-term debt and obligations.

The government-wide Statement of Net Position and the Statement of Activities report information on all
activities of the District. In the government-wide Statement of Net Position, the governmental activities
are reflected on a full accrual, economic resource basis that recognizes all long-term assets and receivables
as well as long-term debt and obligations. The District’s net position is reported in three parts: net
investment in capital assets, restricted net position, and unrestricted net position.

This government-wide focus is more on the sustainability of the District as an entity and the change in the
District’s net position resulting from the current year’s activities.

Basic Financial Statements — Fund Accounting

The financial transactions of the District are reported in the general fund. The operations of the general
fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities,
fund balance, revenue and expenditures. The District’s general fund is a governmental fund type.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

Governmental funds are accounted for on a current financial resources measurement focus. This means
that only current assets and current liabilities are generally included on the balance sheet. The recorded
fund balance (net current assets) is considered a measure of “available spendable resources”. Operating
statements for governmental funds present increases (revenue and other financing sources) and decreases
(expenditures and other financing uses) in net current assets. Accordingly, they are said to present a
summary of sources and uses of “available spendable resources” during a period.

Basis of Presentation

The District is defined as a single-program special-purpose entity under GASB Statement No. 14,
paragraph 13.

This classification allows for the preparation of GASB 34 financial statements under an optional reporting
method which combines the fund and government-wide statements into a single presentation. Under
standard GASB 34 methodology, the government-wide statement of net position and statement of
activities are presented independently from the respective fund balance sheet and statement of revenues,
expenditures, and fund balance. A reconciliation of adjustments provided on the modified financial
statements demonstrates the changes from the fund financial statements to the government-wide financial
statements in order to assist the reader in evaluating these statements. The District has utilized this
optional method of presentation.

Measurement Focus and Basis of Accounting
Government-Wide Financial Statements

The government-wide statements are prepared using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
liabilities are incurred, regardless of the timing of related cash flows. Ad valorem taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as soon as all
eligibility requirements imposed by the provider have been met.

Fund Financial Statements

Governmental funds are accounted for using a flow of current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered measurable when the amount of the transaction can be
determined and available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the District considers revenues to be available if
they are collected within 60 days of the end of the current fiscal period. When revenues are due, but will
not be collected within this 60 day period, the receivable is recorded and an offsetting deferred inflow of
resources account is established. In subsequent periods, when both revenue recognition criteria are met,
the deferred inflow of resources is removed, and revenue is recognized.

Ad valorem taxes, consolidated taxes, grants and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. All other items are considered measurable and available only when the District receives cash.

12



PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

Expenditures are generally recorded when liabilities are incurred, as under accrual accounting. However,
expenditures related to debt service, compensated absences and pension benefits are recorded only when
the payment is due.

Budgets and Budgetary Accounting

The District adheres to the Local Government Budget and Finance Act incorporated within the statutes of the
State of Nevada, which includes the following major procedures to establish the budgetary data which is
reflected in these financial statements:

1. Prior to April 15, the Board of Trustees submits to the State of Nevada Department of
Taxation a tentative budget for the fiscal year commencing the following July 1.

2. A public hearing to obtain taxpayer comments on the tentative budget must be held not
sooner than the third Monday in May and not later than the last day in May.

3. On or before June 1, the budget is legally adopted by a majority vote of the Board of
Trustees.

4. The Board of Trustees may augment the appropriations by a majority vote of the Board.
Prior public notice must be filed in any fund receiving ad valorem taxes.

5. The Board is authorized to transfer appropriations between and within accounts if
amounts do not exceed the approved budget.

6. Budgeted appropriations may not be exceeded by actual expenditures for any function
(excluding the debt service function) in the budgeted governmental funds.

7. Budgets are adopted for the governmental fund, on a basis consistent with GAAP.
Appropriations lapse at year-end.

Cash and Cash Equivalents

Cash and cash equivalents are defined as cash and short-term, highly liquid investments, generally with
original maturities of three months or less. All amounts are considered available on demand and are,
therefore, classified as cash and cash equivalents.

Receivables and Payables

Due from other governments represents amounts receivable for property, consolidated, and fair share
taxes.

No provision for uncollectible accounts has been established, as management does not anticipate any
material collection losses with respect to the remaining balances.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2025
Capital Assets

Capital assets, which include land, water rights, buildings, furniture and fixtures, machinery and
equipment, and vehicles are reported in the government-wide financial statements. The District defines
capital assets as having an initial, individual cost of more than $1,000 and an estimated useful life in excess
of one year. If purchased or constructed, all capital assets are recorded at historical cost or estimated
historical cost. Donated capital assets are valued at their estimated acquisition value as of the date of
donation. The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend the asset’s useful life are not capitalized. Major outlays for capital assets and
improvements are capitalized as projects are constructed. Capital assets are depreciated using the straight-
line method over the assets’ useful lives. Depreciable lives range from 5 to 45 years.

In the fund financial statements, capital assets used in operations are accounted for as capital outlay
expenditures of the governmental fund upon acquisition.

Long-Term Liabilities
Government-Wide Financial Statements

Long-term debt and other long-term liabilities are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund type Statement of Net Position.

It is the District’s policy to permit employees to accumulate earned but unused paid time-off and comp
time. Paid time-off and comp time are accrued when earned in the government-wide financial statements
to the extent it is likely that those benefits will be paid.

Governmental Fund Type Financial Statements

A liability for compensated absences is reported in the General Fund only if they have matured, as a result
of employee resignations, terminations and retirements.

Deferred Inflows and Outflows of Resources

In addition to assets, the Statement of Net Position/Governmental Fund Balance Sheet may report a
separate section for deferred outflows of resources. This financial statement element represents the
consumption of net position/fund balance that applies to a future period(s) and so will not be recognized
as an outflow of resources (expense/expenditure) until then. The District reflects deferred outflows of
resources in the Statement of Net Position for items related to pension benefits under the accrual basis of
accounting.

In addition to liabilities, the Statement of Net Position/Governmental Fund Balance Sheet may report a
separate section for deferred inflows of resources. This financial statement element represents an
acquisition of net position/fund balance that applies to a future period(s) and so will not be recognized as
an inflow of resources (revenue) until that time. The District reflects deferred inflows of resources which
are unavailable revenue in the governmental fund balance sheet for revenues not received within 60 days
of year end under the modified accrual basis of accounting.

14



PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

Pension Benefits

For purposes of measuring the net pension liability, deferred outflows and inflows of resources related to
pension, and pension expense, information about the fiduciary net position of the Public Employees’
Retirement System of Nevada (PERS) and additions to/deductions from the PERS’s fiduciary net position
have been determined on the same basis as they are reported by PERS.

Equity
Net Position

Net position represents the difference between assets and deferred outflows of resources, and liabilities
and deferred inflows of resources on the government-wide and proprietary fund Statement of Net
Position. Net position is classified in the following categories:

Net investment in capital assets — Consists of capital assets net of accumulated depreciation and

reduced by any outstanding debt attributable to the acquisition, construction, or improvement of the
capital assets.

Restricted net position — Net position is reported as restricted when there are limitations imposed
on its use through external restrictions imposed by creditors, grantors or laws or regulations of
other governments. The District has no items that are considered to be restricted net position.

Unrestricted net position — Consists of net position which does not meet the definition of either
“net investment in capital assets” or “restricted net position”.

Fund Balance

Fund balance is divided into five classifications based primarily on the extent to which the District is

bound to honor constraints imposed upon the use of the resources in the governmental funds. The
classifications are:

Nonspendable fund balance includes amounts that are (a) not in spendable form, or (b) legally or
contractually required to be maintained intact. The “not in spendable form” criterion includes items
that are not expected to be converted to cash, for example, prepaid amounts. The District has no
nonspendable fund balances at June 30, 2025.

Restricted fund balance includes amounts that are restricted for specific purposes stipulated by
external resource providers, constitutionally or through enabling legislation. Restrictions may

effectively be changed or rescinded only with the consent of resource providers. The District has no
restricted fund balances at June 30, 2025.

Committed fund balance includes amounts that can only be used for the specific purposes determined
by a formal action of the District’s highest level of decision-making authority, the Board of Trustees of
the District. Commitments may be changed or lifted only by the District taking the same formal
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

action that imposed the constraint originally (for example: a resolution). The District has no
committed funds at June 30, 2025.

Assigned fund balance includes amounts intended to be used by the District for specific purposes that
are neither restricted nor committed. Intent is expressed by the District Board of Trustees. Assigned
funds represent the amounts budgeted for the subsequent year’s opening fund balance.

Unassigned fund balance in the General Fund represents all amounts not included in the other four
classifications.

When an expenditure is incurred for purposes for which both restricted and unrestricted amounts are
available, the District considers restricted funds to have been spent first. When an expenditure is incurred
for which committed, assigned, or unassigned amounts are available, the District considers amounts to
have been spent first out of committed funds, then assigned funds, and finally, unassigned funds, as
needed, unless the Board of Trustees has provided otherwise in its commitment or assignment actions.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and

expenses/expenditures and disclosure of contingent assets and liabilities. Accordingly, actual results could
differ from these estimates.

Prior Year Information

The fund financial statements include certain prior-year summarized comparative information in total but
not at the level of detail required for a presentation in conformity with generally accepted accounting
principles. Accordingly, such information should be read in conjunction with the District’s financial
statements for the year ended June 30, 2024, from which the summarized information was derived.
Certain amounts presented in the prior year data may be reclassified in order to be consistent with the
current year’s presentation.

NOTE 2 - COMPLIANCE WITH NEVADA REVISED STATUTES

The District conformed to all significant statutory constraints on its financial administration during the
year, with the possible exception of expenditures exceeding budgeted appropriations, as follows:

Services and supplies $265,657
Capital outlay $ 2,260

These appear to be a violation of NRS 354.626.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2025
NOTE 3 - CASH AND INVESTMENTS

As of June 30, 2025, the District had the following amounts reported as cash:

Cash on hand $ 400
Cash in bank 673,692
Total $ 674,092

Cash is maintained in one commercial bank in Reno, Nevada that participates in the state collateral pool
program and thereby secures all cash and cash equivalents deposited with the bank. Therefore, none of
the District’s bank balance was exposed to custodial credit risk since it was insured and collateralized.

NOTE 4 - CAPITAL ASSETS
A summary of changes in capital assets for the year ended June 30, 2025 is shown below:

Balance Balance
July 1, 2024 Increases Decreases June 30, 2025
Capital assets, not being depreciated
Land $ 39,113 - - $ 39,113
Water rights 37,550 - = 37,550
76,663 - - 76,663
Capital assets, being depreciated
Buildings 374,826 - - 374,826
Furniture and fixtures 705 - - 705
Machinery and equipment 572,366 - - 572,366
Vehicles 430,481 52,260 - 482,741
1,378,378 52,260 - 1,430,638
Less accumulated depreciation
Buildings 94,886 12,116 - 107,002
Furniture and fixtures 705 - - 705
Machinery and equipment 449,795 20,271 & 470,066
Vehicles 210,070 48,935 - 259,005
755,456 81,322 - 836,778
Total capital assets, being
depreciated, net 622,922 (29,062) - 593,860
Net Capital Assets $ 699,585 $ (29,062) $ - $ 670,523

Depreciation expense for the year ended June 30, 2025 was $81,322.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2025
NOTE 5 - LONG-TERM OBLIGATIONS
Balance Balance
July 1, 2024 Additions Deletions June 30, 2025
Accrued compensated
absences $ 7,651 $ 7933 % (7,257) % 8,327

NOTE 6 - NEVADA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Plan Description

The District contributes to the State of Nevada Public Employees’ Retirement System (PERS) a statewide,
cost-sharing, multiple-employer defined benefit plan administered by the State of Nevada that covers
substantially all employees of the District. PERS provides retirement, disability, and survivor benefits,
including annual cost of living adjustments, to plan members and their beneficiaries. Chapter 286 of the
Nevada Revised Statutes establishes the benefit provisions provided to the participants of PERS. These
benefit provisions may only be amended through legislation. PERS issues a publicly available financial
report that includes financial statements and required supplementary information. That report is available
on the web at http://www.nvpers.org or by writing to the State of Nevada Public Employees” Retirement
System, 693 West Nye Lane, Carson City, NV 89703-1599 or by calling (775) 687-4200.

Benefits Provided

Benefit provisions of the defined benefit pension plan are established by Nevada Revised Statutes (NRS or
statute), which may be amended. Benefits are determined by the number of years of accredited service at
time of retirement and the member’s highest average compensation in any 36 consecutive months with
special provisions for members entering the System on or after January 1, 2010, and on or after July 1,
2015. Benefit payments to which participants or their beneficiaries may be entitled under the plan include
pension benefits, disability benefits, and survivor benefits.

Monthly benefit allowances for members are computed at 2.5% of average compensation for each
accredited year of service prior to July 1, 2001. For service earned on and after July 1, 2001, this multiplier
is 2.67% of average compensation. For members entering the System on or after January 1, 2010, there is a
2.5% multiplier, and for regular members entering PERS on or after July 1, 2015, there is a 2.25%
multiplier. The System offers several alternatives to the unmodified service retirement allowance which,
in general, allow the retired employee to accept a reduced service retirement allowance payable monthly
during his or her lifetime and various optional monthly payments to a named beneficiary after his or her
death. Post-retirement increases are provided by authority of NRS 286.575-.579.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2025
Vesting

Regular members are eligible for retirement at age 65 with five years of service, at age 60 with ten years of
service, or at any age with thirty years of service. Regular members entering the System on or after
January 1, 2010, are eligible for retirement at age 65 with five years of service, or age 62 with ten years of
service, or any age with thirty years of service. Regular members who entered the System on or after July
2015, are eligible for retirement at age 65 with 5 years of service, or at age 62 with 10 years of service or at
age 55 with 30 years of service or any age with 33 1/3 years of service.

The normal ceiling limitation on monthly benefit allowances is 75% of average compensation. However, a
member who has an effective date of membership before July 1, 1985, is entitled to a benefit of up to 90%
of average compensation. Members are fully vested as to benefits upon completion of five years of service.

Contributions

Contribution provisions are specified by state statute and may be amended only by action of the State
legislature. Contribution rates are based on biennial actuarial valuations and are expected to finance the
costs of benefits eamned by employees during the year, with an additional amount to finance a portion of
the unfunded accrued liability. New hires, in agencies which did not elect the Employer-Pay Contribution
(EPC) plan prior to July 1, 1983, have the option of selecting one of two contribution plans. One plan
provides for matching employee and employer contributions (EE/ER), while the other plan provides for
employer-pay contributions only.

PERS’ basic funding policy provides for periodic contributions at a level pattern of cost as a percentage of
salary throughout an employee’s working lifetime in order to accumulate sufficient assets to pay benefits
when due.

PERS receives an actuarial valuation on an annual basis indicating the contribution rates required to fund
PERS on an actuarial reserve basis. Contributions actually made are in accordance with the required rates
established by the Nevada Legislature. These statutory rates are increased/decreased pursuant to NRS
286.421 and 286.450.

The required contribution rates for the year ended June 30, 2025 were 17.50% for the EE/ER plan and
33.50% for the EPC plan. The District’s contributions were $20,268 for the year ended June 30, 2025.

19



PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2025
PERS Investment Policy

PERS’ policies which determine the investment portfolio target asset allocation are established by the
PERS Board. The asset allocation is reviewed annually and is designed to meet the future risk and return
needs of the System.

The following was the PERS Board’s adopted policy target asset allocation as of June 30, 2024:

Long-Term

Target Geometric Expected

Asset Class Allocation Real Rate of Return
U.S. Stocks 34% 5.50%
International Stocks 14% 5.50%
U.S. Bonds 28% 2.25%
Private Markets 12% 6.65%
Short-term investments 12% 0.50%

100%
Net Pension Liability

At June 30, 2025, the District reported a liability of $287,484 for its proportionate share of the net pension
liability. The net pension liability was measured as of June 30, 2024 and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The District’s
proportion of the net pension liability was based on the District’s share of contributions in the PERS
pension plan relative to the total contributions of all participating reporting units and members. At June
30, 2024, the District’s proportion of the plan was .00159%, a decrease of .00017 from its June 30, 2023
proportion of .00176%.

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

The following presents the net pension liability of the District calculated using the discount rate of 7.25%.
The following also reflects what the District’s net pension liability would be if it were calculated using a
discount rate that is 1.00 percentage point lower (6.25%) or 1.00 percentage point higher (8.25%) than the
current discount rate of 7.25%.

1% Decrease in 1% Increase in
Discount Rate Discount Rate Discount Rate
(6.25%) (7.25%) (8.25%)
Net Pension Liability $ 462,309 % 287,484 $ 143,251

20
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the Comprehensive
Annual Financial Report, available on the NVPERS website.

Actuarial Assumptions

The System’s net pension liability was measured as of June 30, 2024, and the total pension liability used to

calculate the net pension liability was determined by an actuarial valuation as of that date.

The total pension liability was determined using the following actuarial assumptions, applied to all
periods included in the measurement:

Investment rate of return 7.25% per year.

Salary increases 4.20% to 9.10% depending on service.

Inflation rate 2.50% per year.

Productivity pay increase 0.50%

Consumer Price Index 2.50%

Other assumptions Same as those used in the June 30, 2024
funding actuarial valuation.

Actuarial assumptions used in the June 30, 2024 valuation were based on the results of the experience
study for the period July 1, 2016 through June 30, 2020.

The discount rate used to measure the total pension liability was 7.25% as of June 30, 2024. The projection
of cash flows used to determine the discount rate assumed plan contributions will be made at the rates
specified in statute. Based on those assumptions, the pension plan’s fiduciary net position was projected to
be available to make all projected future benefit payments for current plan members. Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

Pension Expense, Deferred Outflows and Inflows of Resources Related to Pensions

For the year ended June 30, 2025 the District recognized pension expense of $24,139. As of June 30, 2025,
the District reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference between expected and actual experience $ 60,989 $ -
Changes in assumptions 18,550 -
Net difference between projected and actual earnings
on pension plan investments - 28,321
Changes in proportion 15,108 26,601
The District's contributions subsequent to the
measurement date 20,268 -

$ 114915 $ 54,922

The District’s contributions subsequent to the measurement date will be recognized as a reduction of the
net pension liability in the year ending June 30, 2026. Other amounts reported as deferred outflows of
resources and (deferred inflows) of resources related to pensions will be recognized in pension expense as
follows:

Years Ending
June 30 Amount
2026 $ 8,980
2027 35,663
2028 (1,755)
2029 (5,147)
2030 1,984

$ 39,725

NOTE 7 - COMMITMENTS AND CONTINGENCIES
Risk Management

The District, like all governmental entities, is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.

The District has joined together with similar public agencies (cities, counties, and special districts)
throughout the State of Nevada to create a pool under the Nevada Interlocal Cooperation Act. The
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PALOMINO VALLEY GENERAL IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

Nevada Public Agency Insurance Pool (Pool) is a public entity risk pool currently operating as a common
risk management and insurance program for its members.

The District continues to carry commercial insurance for other risks of loss, including employee health and
accident insurance. Settled claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

NOTE 8 - CONVERSION TO GOVERNMENT-WIDE FINANCIAL STATEMENTS

Adjustments on the face of the financial statements were made to the fund balance sheet and statement of
revenue, expenditures, and changes in fund balance in order to reconcile the fund financial statements to
the government-wide statements of net position and activities.

For the statement of net position, these adjustments include the following:

e Capital assets used in governmental activities are not current financial resources and, therefore, are
not reported in the fund financial statements. This resulted in an adjustment of $76,663 for capital
assets not being depreciated, and $1,430,638 for capital assets being depreciated net of $(836,778)
for accumulated depreciation, or $593,860.

e Deferred outflows of resources are not current financial resources and, therefore, are not reported
in the fund financial statements. This resulted in an adjustment of $114,915 for deferred outflows
of resources related to pensions.

e Long-term liabilities are not due and payable in the current period, and therefore, are not reported
in the fund financial statements. This resulted in:

o An adjustment of $8,327 for compensated absences; and
o An adjustment of $287,484 for the net pension liability.

e Deferred inflows of resources are not due and payable in the current period and, therefore, are not
reported in the fund financial statements. This resulted in an adjustment of $54,922 for deferred
inflows of resources related to pensions.

For the statement of activities, these adjustments include the following;:

e Expenses reported in the statement of activities that do not require the use of current financial
resources, are not reported as expenditures in governmental funds. This resulted in a net
adjustment of $(33,609) comprised of the following;:

o An adjustment of $676 for the change in non-current compensated absences;
o An adjustment of $3,871 for the change in the pension related balances;
o An adjustment of $81,322 for depreciation expense; and

e Governmental funds report capital outlays as expenditures. However, in the statement of activities
the cost of those assets is allocated over their estimated useful lives and reported as depreciation
expense. The District had $52,260 in capital outlay during the year ended June 30, 2025.
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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

To the Board of Trustees
Palomino Valley General Improvement District
Sparks, Nevada

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 and the major fund of the Palomino Valley General Improvement District (the District) as of and
for the year ended June 30, 2025, and the related notes to the financial statements, which collectively

comprise the District’s basic financial statements and have issued our report thereon dated November 13,
2025.

Report on 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) as a basis for designing 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. 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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Report on 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.

/&&—z, /w .‘/M% it

Reno, Nevada
November 13, 2025
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To the Board of Trustees of the
Palomino Valley General Improvement District
Sparks, Nevada

In connection with our audit of the financial statements of the governmental activities and the major fund of
the Palomino Valley General Improvement District (the District) as of and for the year ended June 30, 2025, and
the related notes to the financial statements, nothing came to our attention that caused us to believe that the
District failed to comply with the specific requirements of Nevada Revised Statutes. However, our audit was
not directed primarily toward obtaining knowledge of such noncompliance. Accordingly, had we performed
additional procedures, other matters may have come to our attention regarding the District’s noncompliance
with the requirements of Nevada Revised Statutes, insofar as they relate to accounting matters.

Current Year Statute Compliance

The required disclosure on compliance with Nevada Revised Statutes and Nevada Administrative Code is
contained in Note 2 to the financial statements.

Progress on Prior Year Statute Compliance

The District monitored all significant constraints on its financial administration during the year ended June 30,
2024.

Current Year Recommendations

There are no recommendations of the magnitude which we consider necessary for inclusion in this report
as of or for the year ended June 30, 2025.

Prior Year Recommendations

There were no prior year recommendations.

%&1‘ /W -‘/Mﬂa“c’

Reno, Nevada

November 13, 2025
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