Our Mission Statement
The Chino Basin Water Conservation District is a public agency
whose goal is the protection of the Chino Groundwater Basin in
order to guarantee that current and future water needs will be
met. The Basin is protected by the capture and percolation of
waters through the District’s network of channels, basins and
spreading grounds. Water conservation education is provided to
the individuals and organizations within the service area to
further promote the efficient use of our water resources.
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Introductory Section

Chino Basin Water Conservation District
January 24, 2012
The Honorable Board of Directors of the
Chino Basin Water Conservation District

Introduction
It is our pleasure to submit the Annual Financial Report for the Chino Basin Water Conservation District
(District) for fiscal year ending June 30, 2011. District staff prepared this financial report following
guidelines set forth by the Governmental Accounting Standards Board (GASB). The District is ultimately
responsible for both the accuracy of the data and the completeness and fairness of the presentation,
including all disclosures in this financial report. We believe that the data presented is accurate in all
material respects. This report is designed in a manner that we believe is necessary to enhance your
understanding of the District’s financial position and activities.
This report is organized into three sections: (1) Introductory, (2) Financial, and (3) Supplemental. The
Introductory section offers general information about the District’s organization, current District
activities, and reports on a summary of significant financial results. The Financial section includes the
Independent Auditors’ Report, Management’s Discussion and Analysis of the District’s financial
statements, as well as the District’s audited financial statements with accompanying notes. The
Supplemental section includes selected financial information generally presented in greater detail than
presented in the District’s financial statements.
Generally Accepted Accounting Principles (GAAP) requires that management provide a narrative
introduction, overview, and analysis to accompany the financial statements in the form of a
Management’s Discussion and Analysis (MD&A) section. This letter of transmittal is designed to
complement the MD&A and should be read in conjunction with it. The District’s MD&A is located
immediately following the Independent Auditors’ Report.

District Structure and Leadership
The Chino Basin Water Conservation District, incorporated on December 6, 1949, is an independent
special district that operates under the authority of Division 21 of the California Water Code. Located in
the western region of San Bernardino County, in California, the District encompasses the entire cities of
Montclair and Chino, and portions of the cities of Chino Hills, Upland, Ontario, Rancho Cucamonga and
some of the unincorporated areas of western San Bernardino County.
The District is governed by an elected seven-member Board of Directors. Each Director must reside
within the geographical area established for their respective Divisions. The District’s Board of Directors
meets on the second Monday of each month. Meetings are publicly noticed and citizens are encouraged
to attend.

4594 San Bernardino Street
Montclair, CA 91763-0900
(909) 626-2711
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Fax: (909) 626-5974

In order to conduct the business of the District, Director Kati Parker continued in her respective position
of “President of the Board,” Director Paul Hofer remained in his respective position of “Vice-President of
the Board,” and Director Henry De Haan, Jr. continued to hold the position of “District Treasurer.” The
District committees and committee members are as follows:
Finance Committee
H. De Haan, Jr.Chair
G. Aldaco
J. Reddick

Facilities
Committee
G. Aldaco - Chair
K. Parker
J. Reddick

Personnel
Committee
J. Reddick - Chair

Education
Committee
K. Parker - Chair

Recycled Water
Committee
T. King - Chair

G. Aldaco
K. Parker

G. Aldaco
J. Reddick

K. Parker
J. Reddick

Advertising
Committee (Adhoc)

Basin
Landscape
Committee

P. Hofer - Chair
G. Aldaco
J. Reddick

P. Hofer
G. Aldaco
K. Parker

Potential SW
Capture Facilities
Committee (Ad-hoc)
T. King - Chair
K. Parker
J. Reddick

The “terms of service” for Board officers and committee members end in December 2012.
General Manager Eunice Ulloa continued in the position of General Manager/District Secretary. The
General Manager administers the day-to-day operations of the District in accordance with policies and
procedures established by the Board of Directors. The District employs a total of thirteen employees
consisting of nine full-time employees and four part-time employees.

Major Objectives
The activities of the Board and staff at the District are driven by its Mission Statement:
“The Chino Basin Water Conservation District is a public agency whose goal is the
protection of the Chino Groundwater Basin in order to guarantee that current and future
water needs will be met. The Basin is protected by the capture and percolation of water
through the District’s network of channels, basins, and spreading grounds. Water
conservation education is provided to the individuals and organizations within the
District’s service area to further promote the efficient use of our water resources.”
The goals of the Board of Directors are:
1. To continue to provide the most efficient physical recharge services and the highest quality
educational information at the lowest possible cost;
2. To cooperate with others in the economical and cost effective development and operation of new
and enhanced existing groundwater recharge facilities;
3. To actively promote and expand the District’s water conservation educational programs while
actively supporting the conservation programs and activities of other agencies;
4. To assist others in the economical implementation and operation of recycled water recharge
projects and other projects involving groundwater remediation; and
5. Actively participate, as an independent voice, in the oversight and protection of the Chino
Groundwater Basin by providing additional engineering expertise to assist in the review of
current groundwater management practices and the formulation of future policies.
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All programs and operations of the District are developed and performed to provide the highest and most
economical level of service to those within the District's boundaries who are reliant upon the Chino
Groundwater Basin for their water supply and storage needs.

District Services
The District operates and maintains eight water conservation recharge basins which, on an annual basis,
capture and recharge an average volume of water in excess of 10,400 acre-feet. Of this amount, the
annual average includes 3,557 acre-feet of storm and nuisance water, 750 acre-feet of recycled water, and
6,219 acre-feet of imported water. Annually, the nominal present value of this captured and recharged
water is in excess of $9,140,000. During FY 2010-2011, the District’s basins captured and recharged
approximately 4,400 acre-feet of storm and nuisance water, 4,300 acre-feet of imported water, and 2,100
acre-feet of recycled water. The District continues to investigate and implement newer and more
economical methods for maintaining and improving the percolation rates of its recharge facilities.
In addition to recharging the Chino Groundwater Basin, the District also provides other water
conservation services to approximately 430,000 customers within its 112 square mile service area. The
District owns and maintains a Water Conservation Demonstration Garden, Wilderness Park and an Oak
Grove that are available to the public. Thousands of elementary school students visit the Garden as part
of their yearly curriculum for earth sciences. To assist interested visitors in converting their water thirsty
landscapes to more drought tolerant plant materials, the District offers advice in landscape modification
by providing information on plant selection and irrigation methods like those demonstrated in the Garden
and the District’s Wilderness Park.
California’s water supply continues to be a concern due to projected population increases, warming
climate trends, and intermittent drought conditions. Heightened awareness has increased interest in water
conservation and the use of reclaimed water for groundwater recharge, industrial uses, and irrigation. The
District’s recycled water conversion program continues to offer financial assistance to convert publically
owned parks and schools within the District boundaries from using potable (drinking) water to recycled
water to irrigate their outdoor landscaping.
Continuing urbanization has resulted in a need to increase efforts toward more intense regional water
conservation. In order to meet the current and future challenges, the District has continued to expand its
water conservation education programs to inform the public and District area students of the various
water conservation methods, tools, and techniques to reduce waste. To assist the residents, businesses
and governmental agencies in reducing water usage, the District continues to provide irrigation auditing
services with its “Landscape Evaluation Audit Program” (LEAP).

Chino Groundwater Basin Recharge Master Plan Update
The District continued its efforts on the Chino Groundwater Basin Recharge Master Plan Update (RMPU)
by responding to an invitation from the Watermaster to participate in developing cost estimates and
tasking for elements of Phase I and Phase II RMPU projects Representatives from the Jurupa Community
Services District, and Riverside County Flood Control and Water Conservation District had indicated to
Watermaster that funding and grants might be available to pursue RMPU projects that would benefit
Management Zone 3. The RMPU work was completed in cooperation with Wildermuth Environmental
and included development of a Conceptual Implementation Plan describing tasks and a cost estimate for
moving forward with a portion of the RMPU.
The projects proposed in the Implementation Plan would benefit the Chino Basin Watermaster, Jurupa
Community Services District, and the Riverside County Flood Control and Water Conservation District
by making new yield and supplemental water recharge supplies available within the Chino Basin and
included two project alternatives intended to increase recharge opportunities for storm water, recycled and
imported water. Projects resulting in recharge anywhere within the Chino Basin are viewed by
Watermaster as a benefit to all parties in the Basin.
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In addition to work on the RMPU, the District continued to explore the feasibility of the San Antonio
Creek project, a conservation project intended to capture unappropriated storm water flows in the San
Antonio channel. The District has been evaluating project yield while attempting to engage the United
States Army Corps of Engineers (USACE) to identify permitting requirements for project
implementation.

Education and Partnerships
Earth Day
The 20th annual Earth Day event was, once again, a great success. Thirty-two fifth grade classes (a total
of 1,020 students) attended, representing Ontario-Montclair School District, Chino Valley Unified School
District, Upland Unified School District, and Alta Loma School District. Thirteen exhibitors specializing
in environmental issues, along with approximately 55 student volunteers from Upland Christian High
School and Montclair High School’s Project Earth assisted with this year’s activities.
Education Grants
The District awarded seven Education Grant scholarships this year to local students focusing on water
related majors. One scholarship was awarded for $5,000, two for $2,500, three for $1,000 and two for
$500.
Water Conservation Poster Contest
There were over one thousand entries for the District’s 2011 annual “Theme” Poster-Art Contest this
year. Winners are chosen from the K – 6th grade and 7th – 12th grade categories. This year, 62 classes
from 30 schools participated. The purpose of the contest is to promote water awareness and education
within the community. Winning entries are posted at the District’s administrative offices.
Educational Classes and Programs
 Water Conservation Demonstration Garden Tours: The Garden is available for both guided and
unguided tours for schools and the public with an annual attendance of approximately 3,000 people
(50 classes and 1,460 independent visitors)
 California Friendly Landscape Training Courses: These classes were offered to both
professionals and homeowners. This past fiscal year, the District provided 18 different Water Wise
Landscaping Workshops for over 475 residents focusing on topics such as preparation and design;
irrigation; plants and planting; composting; and vegetable gardening. The District also provided
two four-part Landscape Water Management series for professionals in English and in Spanish for
179 local private business and government landscape professionals.
 California Friendly Landscape Training Workshops: These classes have been created for other
agencies including the City of Upland, Monte Vista Water District and Cucamonga Valley Water
District’s Frontier Project.
Public Events
The District held two public events this year:
 The Annual Landscape & Water Conservation Fair: This event is held for families and local
citizens, featuring various water conservation activities and 34 plant vendors as well as a water fair
exhibition sponsored by the District; Chino Basin Watermaster; the cities of Chino, Chino Hills,
Ontario, and Upland; Cucamonga Valley Water District; Fontana Water Company; Inland Empire
Utilities Agency; Monte Vista Water District; San Antonio Water District, Three Valleys Municipal
Water District, and Metropolitan Water District. Approximately 1,200 local residents attended the
event.
 Every Day is Earth Day Event: This event is organized for families and local citizens, featuring
activities and information on various water conservation, energy, recycling and air quality. This
first time event brought in approximately 350 local residents and included 33 exhibitors and 12
volunteers.
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Public Outreach
District staff participates in a number of community events and distributes materials that encourage water
conservation. In addition, the District either conducts or participates in the following conservation
programs:
 Multi-agency community outreach ad campaign: The District contributed $10,000 toward this
ad campaign through the Inland Valley Daily Bulletin to further its “Education Mission”.
 Water Education Water Awareness Committee (WEWAC): This multi-agency committee
maintains and showcases a drought tolerant garden exhibit at the Los Angeles County Fair where
District staff took the lead for landscape maintenance including planting and irrigation.
 Summer Science Program: Staff created and gave presentations to advanced learners for the
Ontario Montclair School District.
 Landscape Awards Program: Staff provided judging services for two community programs
sponsored by Cucamonga Valley Water District which covers Rancho Cucamonga, and Western
Municipal Water District which covers all of San Bernardino and Riverside Counties.
 Partnership with the Inland Empire Garden Friendly (IEGF) program: The District
partnered with four major water suppliers of western Riverside and San Bernardino counties
(Inland Empire Utilities Agency, San Bernardino Valley Municipal Water District, Western
Municipal Water District, Eastern Municipal Water District), the Water Resources Institute, and
Rancho Santa Ana Botanical Gardens. By working and partnering with The Home Depot and
their retailers, the IEGF program has promoted and increased the sales of water wise plants and
efficient irrigation systems.
 Redesigned and upgraded website: (www.cbwcd.org) Staff routinely updates the site with
current events, information about the purpose and function of the District, and Board meeting
agendas and minutes.
 Facebook: Staff created a Facebook page where District events are posted, weekly water waste
prevention tips are provided , and a plant is featured monthly.
 San Bernardino County Master Gardener Program: The District partnered with this group
providing facilities and staff assistance to run their bi-annual training program.
 2010 WaterSmart Conference: The District sent three staff members as presenters/speakers to
this event held in Las Vegas, Nevada.
Recycled Water Conversion Incentive Program
The District’s involvement with the Recycled Water Conversion Incentive Program began in FY 20082009 with the conversion of its own Demonstration Garden and Wilderness Park to recycled water. The
District has expended a total of $130,971.13 assisting 17 projects in converting to recycled water for
landscape irrigation. Those 17 projects consisted of 12 parks and five schools, all within the District’s
boundaries.
 CBWCD ($6,024.27)
 Wilderness Park/Demonstration Garden
 Ontario-Montclair School District ($37,050.00)
 Vernon Middle School
 Buena Vista Elementary School
 Monte Vista Elementary School
 Lehigh Elementary School
 Kingsley Elementary School
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 City of Montclair ($26.022.42)
 Alma Hofman Park
 Golden Girls Park
 Kingsley Park
 Saratoga Park
 Sunrise Park
 Sunset Park
 City of Ontario (61,874.44)
 Anthony Munoz Park
 Ontario Motor Speedway Park
 John Galvin Park
 Grove Memorial Park
 Vineyard Park
Landscape Evaluation Audit Program
Prior to Fiscal Year 2008-2009, the District jointly applied for a Department of Water Resources (DWR)
grant to establish a large landscape audit program in conjunction with the Inland Empire Utilities Agency
(IEUA). In addition to the grant funding, the Board of Directors have committed to continue providing
appropriate staffing levels and support to firmly establish a Landscape Evaluation/Audit Program (LEAP)
to serve organizations within the District to reduce water usage. During Fiscal Year 2010-2011, the
District performed 128 landscape audits for various customer classifications (Commercial, Industrial,
Institutional, Multi-Family and Single Family). Final audit reports were presented to each program
participant. Their reports consist of water use history, a water budget, recommendations on improving
irrigation system performance, information on rebates for equipment, and on-site problems found during
the audit. During Fiscal Year 2010-2011 the LEAP program identified a potential water savings of
approximately 179 acre feet per year if all participants follow the recommendations given. The potential
savings, valued at the Metropolitan Water District’s Tier II treated rate, is $155,551. The LEAP program
continues to be a very important program and a tremendous help to the local water agencies.

Facilities Improvement Program
The District headquarters property, located at 4594 San Bernardino Street in Montclair, CA, consists of
the administration building, Demonstration Garden, Wilderness Park, Oak Grove and Montclair Basin
Number 4. The administration building, park and demonstration garden were built in 1991. Although
heavily utilized by the public over the last 20 years, the facilities no longer adequately meet the District’s
needs.
The Board of Directors, ever mindful of the importance of public education in the area of water
conservation and believing that the District’s facilities should be an example of proper public
stewardship, undertook an aggressive multi-phase Facilities Improvement Program starting in FY 20082009.
The first phase consisted of renovating the District’s three-acre Wilderness Park in order to meet
objectives in water conservation demonstration and public education for appropriate tree selection,
mulching, and irrigation. Subsequently, name signage was placed at each tree that corresponded to two
informational maps of the park.
The second phase consisted of the construction of a Maintenance/Multi-Use Building and access road.
With architectural efforts beginning in FY 2008-2009, construction completed in FY 2010-2011.
Originally consisting of five phases, the last three phases were combined in order to save time and to
achieve economies of scale. The final phase consists of the renovation and expansion of the
administration building (now being referred to as the Water Conservation Center), renovation of the
Demonstration Garden; construction of a separate Education Building, Children’s Garden, and Lath
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House; and renovation of the parking lot to demonstrate on-site storm water retention and climate
appropriate plant materials. Design of the final phase is expected to complete in FY 2011-2012 with
construction beginning in early 2012.

Operation and Maintenance Programs
Basin and facility maintenance and improvements included:
Brooks Basin
 Weed abatement by District staff.
 Weed abatement and tree trimming by outside contractor.
 Recycled water continued to be delivered from Inland Empire Utilities Agency (IEUA).
 Extended and added fencing by contractor on Silicon St. at northwest corner.
College Heights Basins
 Imported water deliveries to both east and west basins beginning in May 2011.
 Weed abatement by outside contractor of the bottom, slopes and perimeter roads.
Ely Basin No. 3 landscaping
 Passed recycled water inspection by City of Ontario.
 Weed abatement by District staff.
 Weed abatement and landscape maintenance by outside contractor.
 USGS water monitoring contract renewed.
Montclair Basin No. 1
 Imported water deliveries beginning in May 2011.
 New landscape at the south side at Moreno St. was completed. District staff provided design and
construction. Using a southwest low water use landscape theme, Montclair High School students
volunteered, moved, and set rocks and cobble stones. Completed in April 2011.
 New fencing and gates installed at street views along Arrow Highway.
 Weed abatement by outside contractor of the bottom, slopes, and nuisance water areas.
 Weed abatement by District staff.
 New double sided landscape sign installed.
Montclair Basin No. 2
 Imported water deliveries since May 2011.
 Spill way damages found in concrete on south slope. Successful repairs made by IEUA.
 New fencing and gates installed at street views along Moreno Street and San Jose Street.
 Weed abatement by outside contractor of the bottom, slopes, and nuisance water areas.
 Weed abatement by District staff.
Montclair Basin No. 3
 New fencing and gates installed along street views on San Jose Street.
 Weed abatement by outside contractor of the bottom, slopes, nuisance water areas, and at east
easement road next to school.
 East easement road – Installation of new fencing and gate at an increased height of two feet and
using smaller diameter mesh fabric for trespassing and vandalism prevention.
 Installed header board and gravel base between sidewalk and fencing- to fill and raise grade and
make level with sidewalk.
 Weed abatement by District staff.
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Montclair Basin No. 4
 Weed abatement by outside contractor on west slope and west perimeter road.
 Tree trimming by contractor along perimeter fencing, Helena Avenue and Palo Verde Street.
 Imported water deliveries beginning in May 2011.
 Weed abatement by District staff.
Turner Basin/4th Street Property
 IEUA requested the District for Hold Harmless and Entry Permit to construct a temporary
recycled water turnout. District issued permit. IEUA to begin and finish construction in August
2011.
 Weed abatement and landscape maintenance by District staff.
Grove Basin (San Bernardino County Flood Control District Owned)
 Weed abatement by CBWCD District staff.

Internal Control Structure
District management is responsible for the establishment and maintenance of an internal financial control
structure that ensures that the assets of the District are protected from loss, theft, or misuse. The internal
financial control structure also ensures that adequate accounting data is compiled to allow for the
preparation of financial statements in conformity with generally accepted accounting principles. The
District’s internal financial control structure is designed to provide reasonable assurance that these
objectives are met. The concept of reasonable assurance recognizes that (1) the cost of a control should
not exceed the benefits likely to be derived and (2) the valuation of costs and benefits requires estimates
and judgments by management.

Financial Planning
Starting with Fiscal Year 2010-2011 the District’s financial plan includes implementation of the GASB
issued statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions. The fund
balance is displayed in the following classifications depicting the relative strength of the spending
constraints placed on the purposes for which resources can be used:
Non-spendable fund balance - amounts that are not in a spendable form (such as inventory) or
are required to be maintained intact
Restricted fund balance - amounts constrained to specific purposes by their providers (such
as grantors, bondholders, and higher levels of government), through constitutional
provisions, or by enabling legislation
Committed fund balance - amounts constrained to specific purposes by a government itself,
using its highest level of decision-making authority; to be reported as committed, amounts
cannot be used for any other purpose unless the government takes the same highest-level
action to remove or change the constraint
Assigned fund balance - amounts a government intends to use for a specific purpose; intent
can be expressed by the governing body or by an official or body to which the governing
body delegates the authority
Unassigned fund balance - amounts that are available for any purpose; these amounts are
reported only in the general fund.
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The following is a list of the balances held by the District in its Fund Balance Report on June 30, 2011:
Fund Type Definition:
Non-spendable Fund Balance
Restricted Fund Balance
Committed Fund Balance
Assigned Fund Balance
Unassigned Fund Balance
Total Fund Balance

$66,253
$0
$200,531
$12,667,500
$4,732,124
$17,666,408

Investment Policy and Banking Procedures
The Board of Directors annually adopts an investment policy that conforms to state law. Additionally, the
District’s “Portfolio Management Policy” (Investment Policy) utilizes prudent money management
practices in establishing its guiding principles. The objectives of the Investment Policy are safety,
liquidity, and yield. The District’s funds are primarily invested in the State Treasurer’s Local Agency
Investment Fund (LAIF) and the Investment Trust of California (CalTRUST), a Joint Powers authority
pooled investment program. In order to finance its daily activities, the District banks with Wells Fargo
where it maintains its “General Checking” and “Petty Cash” accounts.

Budgetary Control
The District Board of Directors annually adopts a balanced operating and capital budget prior to the new
fiscal year. The budget authorizes and provides the basis for reporting and control of financial operations
and accountability for the District’s operations and capital projects. The Board of Directors monitors the
budget through monthly Finance and Expenditures reports, Quarterly Investment Reports and Midyear
and Year end Budget reports. The Board approved a prepayment plan of its Fiscal Year 2011-2012
CalPERS retirement debt in order to take advantage of an offered discount.
For Fiscal Year 2010-2011, the District expenditures totaled $3,715,209 (rounded to the nearest dollar).
The following pie-chart reflects the expenses of the District for Fiscal Year 2010-2011.
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Economic Condition and Outlook
The District’s primary revenue source is derived from Proposition 13 taxes with a secondary source of
revenue from interest earned from investments. Any increase or decrease in the District’s revenue is tied
to an increase or decrease in these two resources.
During Fiscal Year 2010-2011, property tax revenue decreased slightly by $6,460 while interest income
decreased by $27,762. Due to current and projected economic conditions, unemployment and home
foreclosures, Proposition 13 taxes are expected to continue their decline. The following charts reflect the
District’s Proposition 13 property tax and local cities’ Redevelopment Agency revenue for the last ten
fiscal years.
Property Tax Revenue by Fiscal Year
Fiscal Year
Ending
2002

Property Tax
Revenue
$
685,030

2003

$

761,915

2004

$

822,400

2005

$

832,245

2006

$

957,249

2007

$

1,177,188

2008

$

1,318,797

2009

$

1,549,465

2010

$

1,461,934

2011

$

1,455,474

In fiscal year 2011, the rate of return on District cash and cash equivalents was as follows:
LAIF
 Interest rates declined from .56% to .48%
CalTRUST
 Interest rates declined from .64% to .50%

Audit and Financial Reporting
State Law requires the District to obtain an annual audit of its financial statements by an independent
certified public accountant. The accounting firm of Charles Z. Fedak & Company CPAs has conducted
the audit of the District’s financial statements. Their unqualified Independent Auditor’s Report appears in
the Financial Section.

Risk Management
The District is a member of the Association of California Water Agencies Joint Power Insurance
Authority (Authority). The purpose of the Authority is to arrange and administer programs of insurance
for the pooling of self-insured losses and to purchase excess insurance coverage.

Other References
More information is contained in the Management’s Discussion and Analysis and in the Notes to the
Basic Financial Statements found in the Financial Section of the report.
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Financial Section

Independent Auditor’s Report

The Honorable Board of Directors of the
Chino Basin water Conservation District
Montclair, California
We have audited the accompanying financial statements of the Chino Basin Water Conservation District
(District) as of and for the year ended June 30, 2011, which collectively comprise the District’s basic
financial statements as listed in the table of contents. These basic financial statements are the
responsibility of the District’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.
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; and the State Controller’s Minimum Audit
Requirements for California Special Districts. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Chino Basin Water Conservation District as of June 30, 2011, and the
respective changes in financial position and the respective budgetary comparison for the year then ended
in conformity with accounting principles generally accepted in the United States of America.
As described in Note 1.B to the basic financial statements, the District adopted the provisions of
Governmental Accounting Standards Board Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, for the year ended June 30, 2011.
In accordance with Government Auditing Standards, we have also issued a report dated January 24, 2012,
on our consideration of the District’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit. That report can be found on page 34.
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 14 through 17 and the required supplementary information on page 33
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.
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Independent Auditor’s Report, continued
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 inquires of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquires, 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.
Our audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements as a whole. The introductory section on
pages 1 through 11 is presented for purposes of additional analysis and is not a required part of the basic
financial statements. The introductory section has not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance.

Charles Z. Fedak and Company, CPA’s – An Accountancy Corporation
Cypress, California
January 24, 2012
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Chino Basin Water Conservation District
Management’s Discussion and Analysis
For the Year Ended June 30, 2011
As management of the Chino Basin Water Conservation District (District), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities and
performance of the District for the fiscal year ended June 30, 2010. Please read it in conjunction with
additional information that we have furnished in our letter of transmittal and the accompanying basic
financial statements, which follow this section.

Financial Highlights


The District’s net assets decreased 0.4% or $88,291 to 22,825,862 in 2011 as the result of the
years’ operations and decreased 0.5% or $133,536 to $22,914,153 in 2010.



The District’s property tax revenues decreased by 0.4% or $6,460 in 2011 and decreased by 5.7%
or $87,531 in 2010.



Total expenses for the District’s programs were less than the 2011 revised budget by $150,969 or
3.96% primarily due to reduced salaries and benefits, basin and garden maintenance, and public
education expenditures.

Using This Financial Report
This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities and performance of the District using
accounting methods similar to those used by private sector companies. The Statement of Net Assets
includes all of the District’s investments in resources (assets) and the obligations to creditors (liabilities).
It also provides the basis for computing a rate of return, evaluating the capital structure of the District and
assessing the liquidity and financial flexibility of the District. All of the current year’s revenue and
expenses are accounted for in the Statement of Activities. This statement measures the success of the
District’s operations over the past year and can be used to determine the District’s profitability and credit
worthiness.

Government-wide Financial Statements
Statement of Net Assets and Statement of Activities
One of the most important questions asked about the District’s finances is, “Is the District better off or
worse off as a result of this year’s activities?” The Statement of Net Assets and the Statement of
Activities report information about the District in a way that helps answer this question. These statements
include all assets and liabilities using the accrual basis of accounting, which is similar to the accounting
used by most private sector companies. All of the current year’s revenues and expenses are taken into
account regardless of when the cash is received or paid.
These two statements report the District’s net assets and changes in them. Think of the District’s net
assets – the difference between assets and liabilities – as one way to measure the District’s financial
health, or financial position. Over time, increases or decreases in the District’s net assets are one
indicator of whether its financial health is improving or deteriorating. You will need to consider other
non-financial factors; however, such as changes in the District’s property tax base and the types of grants
the District applies for to assess the overall health of the District.
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Governmental Funds Financial Statements
Balance Sheet and Statement of Revenues, Expenditures and Changes in Fund Balance
Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government’s near term financing requirements.
Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures and changes in fund balance provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

Notes to the Basic Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements.
Condensed Statements of Net Assets
2011
Assets:
Current assets
Non-current assets
Capital assets, net

$

Total assets
Liabilities:
Current liabilities
Total liabilities
Net assets:
Net investment in capital assets
Unrestricted
Total net assets

$

2010

Change

17,717,479
111,123
5,077,611

19,747,737
108,149
3,117,994

(2,030,258)
2,974
1,959,617

22,906,213

22,973,880

(67,667)

80,351

59,727

20,624

80,351

59,727

20,624

5,077,611
17,748,251

3,117,994
19,796,159

1,959,617
(2,047,908)

22,825,862

22,914,153

(88,291)

Government-wide Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
In the case of the District, assets of the District exceeded liabilities by $22,825,862 as of June 30, 2011.
A major portion of the District’s net assets (22.2%) reflects its investment in capital assets (net of
accumulated depreciation); less any related debt used to acquire those assets that are still outstanding. The
District uses these capital assets to apply and promote water conservation techniques within its service
area; consequently, these assets are not available for future spending. At the end of fiscal year 2011, the
District shows a positive balance in its unrestricted net assets of $17,748,251. See note 6 for the amount
of spendable net assets that may be utilized in future years.
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Condensed Statements of Activities
2011
Expenses:
Water conservation:
Salaries and benefits
Basin and garden maintenance
Public education
Materials and services
Depreciation

$

2010

Change

901,362
264,350
152,646
352,274
84,960

802,513
88,912
300,800
560,179
78,268

98,849
175,438
(148,154)
(207,905)
6,692

1,755,592

1,830,672

(75,080)

18,750
75,878

7,200
3,692
63,349

11,550
(3,692)
12,529

Total program revenues

94,628

74,241

20,387

Net program expense

1,660,964

1,756,431

(95,467)

1,455,474
110,041
7,158

1,461,934
160,178
783

(6,460)
(50,137)
6,375

1,572,673

1,622,895

(50,222)

Total expenses
Program revenues:
Charges for services – landscape evaluation audits
Charges for services – rent – basin space
Operating grants and contributions

General revenues:
Property taxes and assessments
Investment earnings
Other
Total general revenues
Change in net assets

(88,291)

Net assets – beginning of period
Net assets – end of period

$

(133,536)

45,245

22,914,153

23,047,689

(133,536)

22,825,862

22,914,153

(88,291)

The statement of activities shows how the government’s net assets changes during the fiscal year. In the
case of the District, net assets decreased by $88,291 during the fiscal year ended June 30, 2011.
Contributing to the decrease in net assets in 2011 from 2010 levels is a 31.3% or $50,137 decrease in
interest earnings related to lower interest rates and a 0.4% or $6,460 decrease in property tax revenues.

Governmental Funds Financial Analysis
The focus of the District’s governmental funds is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the District’s financing
requirements. In particular, unrestricted fund balance may serve as a useful measure of the government’s
net resources for spending at the end of the fiscal year.
As of June 30, 2011, the District’s General Fund reported a fund balance of $17,666,408. An amount of
$4,732,124 constitutes the District’s unassigned fund balance, which is available for spending or
designation at the District’s discretion. The remainder of the fund balance is considered non-spendable or
assigned to indicate that it is not available for general spending because it has already been committed to
1) prepaid expenditures and 2) compensated absences. See note 9 in the notes to the basic financial
statements for further information.
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General Fund Budgetary Highlights
The difference between the original budget and the final amended budget was an increase of $1,233,756,
which is primarily due to higher capital outlay expenditures than anticipated. The final budgeted
expenditures for the General Fund at year-end were $150,696 less than actual incurred. This variance is
principally due to amounts budgeted for salaries and benefits, maintenance, and education expenditures
that were not incurred 2011. Actual revenues were higher than the anticipated budget amount by $17,205
and were primarily due to an unanticipated gain on investments of $23,212.

Capital Asset Administration
Changes in capital assets for the year were as follows:
Balance
2010
Non-depreciable assets:
Land
Construction-in-process

$

Total non-depreciable assets
Depreciable assets:
Buildings and improvements
Equipment and furniture
Vehicles
Total depreciable assets
Accumulated depreciation

Total capital assets, net

Balance
2011

2,010,437

(1,940,206)

1,486,121
348,410

1,764,300

2,010,437

(1,940,206)

1,834,531

2,539,809
19,220
117,593

1,974,346
-

(94,298)
-

4,419,857
19,220
117,593

2,676,622

1,974,346

(94,298)

4,556,670

94,298

(1,313,590)

-

3,243,080

1,353,694
$

Deletions/
Transfers

1,486,121
278,179

(1,322,928)

Total depreciable assets, net

Additions

3,117,994

(84,960)
1,889,386

5,077,611

At the end of fiscal year 2011, the District’s investment in capital assets amounted to $5,077,611 (net of
accumulated depreciation). This investment in capital assets includes land, buildings and improvements,
equipment and furniture, vehicles and construction-in-process. Major capital assets additions during the
year include preliminary design and plans for the addition to the District’s main building and additions
and improvements to the District’s maintenance building in the amount of $1,974,346.

Requests for Information
The District’s basic financial statements are designed to present users with a general overview of the
District’s finances and to demonstrate the Districts’ accountability. If you have any questions about the
report or need additional information, please contact the Eunice Ulloa, General Manager, Chino Basin
Water Conservation District, P.O. Box 2400, Montclair, California, 91763-0900.
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Chino Basin Water Conservation District
Statement of Net Assets
June 30, 2011
(With Comparative Amounts for June 30, 2010)
2011
Current assets:
Cash and cash equivalents (note 2)
Accrued interest receivable
Accounts Receivable
Property taxes receivable
Prepaid expenditures and other (note 3)

$

Total current assets
Non-current assets:
Note receivable – property tax from state (note 4)
Capital assets, net (note 5)
Total non-current assets
Total assets
Current liabilities:
Accounts payable and accrued expenses
Accrued wages
Compensated absences (note 6)
Total liabilities
Net assets:
Net investment in capital assets
Unrestricted (note 7)
$

Total net assets
See accompanying notes to the basic financial statements
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2010

17,566,715
15,299
1,157
68,055
66,253

19,626,327
20,864
85,283
15,263

17,717,479

19,747,737

111,123
5,077,611

108,149
3,117,994

5,188,734

3,226,143

22,906,213

22,973,880

38,748
12,323
29,280

23,517
11,212
24,998

80,351

59,727

5,077,611
17,748,251

3,117,994
19,796,159

22,825,862

22,914,153

Chino Basin Water Conservation District
Statement of Activities
For the Year Ended June 30, 2011
(With Comparative Amounts For the Year Ended June 30, 2010)
2011
Expenses:
Water conservation:
Salaries and benefits
Basin and garden maintenance
Public education
Materials and services
Depreciation

$

2010

901,362
264,350
152,646
352,274
84,960

802,513
88,912
300,800
560,179
78,268

1,755,592

1,830,672

18,750
75,878

7,200
3,692
63,349

Total program revenues

94,628

74,241

Net program expense

1,660,964

1,756,431

1,455,474
110,041
7,158

1,461,934
160,178
783

1,572,673

1,622,895

Total expenses
Program revenues:
Charges for services – landscape evaluation audits
Charges for services – rent – basin space
Operating grants and contributions

General revenues:
Property taxes
Investment earnings
Other
Total general revenues
Change in net assets

(88,291)

Net assets – beginning of period
Net assets – end of period

$

See accompanying notes to the basic financial statements

19

(133,536)

22,914,153

23,047,689

22,825,862

22,914,153

Chino Basin Water Conservation District
Reconciliation of the Balance Sheet of Governmental
Type Funds to the Statement of Net Assets
June 30, 2011
General
Fund
Current assets:
Cash and cash equivalents
Accrued interest receivable
Accounts receivable
Property taxes receivable
Prepaid expenditures

$

Total current assets
Non-current assets:
Note receivable – property tax from state
Capital assets, net
Total non-current assets
Total assets
Current liabilities:
Accounts payable and accrued expenses
Accrued wages
Compensated absences
Total liabilities
Fund balance:
Non-spendable
Committed
Assigned
Unassigned
Total fund balance
Total liabilities and fund balance

$

Reclassifications
& Eliminations

Statement of
Net Assets

17,566,715
15,299
1,157
68,055
66,253

-

17,566,715
15,299
1,157
68,055
66,253

17,717,479

-

17,717,479

-

111,123
5,077,611

111,123
5,077,611

-

5,188,734

5,188,734

17,717,479

5,188,734

22,906,213

38,748
12,323
-

29,280

38,748
12,323
29,280

51,071

29,280

80,351

66,253
200,531
12,667,500
4,732,124

(66,253)
(200,531)
(12,667,500)
(4,732,124)

-

17,666,408

(17,666,408)

-

17,717,479

Net assets:
Net investment in capital assets
Unrestricted
Total net assets

5,077,611
17,748,251

5,077,611
17,748,251

22,825,862

22,825,862

Reconciliation:
Fund balance of governmental funds

$

17,666,408

Amounts reported for governmental activities in the statement of net assets
are different because:
Long-term notes receivable due to the District are not current financial resources
and, therefore, are not reported in the governmental funds balance sheet.
However, the statements of net assets includes those assets among the
assets of the District as a whole.

111,123

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

5,077,611

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

(29,280)
$

See accompanying notes to the basic financial statements
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Chino Basin Water Conservation District
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balance of Governmental Type Funds to the Statement of Activities
For the Year Ended June 30, 2011
General
Fund
Expenditures/Expenses:
Water conservation:
Salaries and benefits
Basin and garden maintenance
Public education
Materials and services
Capital outlay
Depreciation

$

Total expenditures/expenses
Program revenues:
Charges for services – landscape evaluation audits
Charges for services – rent – basin space
Operating grants and contributions
Total program revenues

Reclassifications
& Eliminations

Statement of
Activities

897,080
264,350
152,646
352,274
2,044,577
-

4,282
(2,044,577)
84,960

901,362
264,350
152,646
352,274
84,960

3,710,927

(1,955,335)

1,755,592

18,750
75,878

-

18,750
75,878

94,628

-

94,628

Net program expense

1,660,964

General revenues:
Property taxes
Investment earnings
Other

1,455,474
107,067
7,158

2,974
-

1,455,474
110,041
7,158

Total general revenues

1,569,699

2,974

1,572,673

Total revenues

1,664,327

2,974

Deficiency of revenues
under expenditures

(2,046,600)

Change in net assets

-

Fund balance/Net assets – beginning of period
Fund balance/Net assets – end of period

$

Reconciliation:

2,046,600

-

(88,291)

(88,291)

19,713,008

180,437

22,914,153

17,666,408

2,138,746

22,825,862

-

Net changes in fund balance of governmental fund

$

(2,046,600)

Amounts reported for governmental activities in the statement of activities
are different because:
Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenses in
governmental funds as follows:
Net change in compensated absences for the current period

(4,282)

Some revenues reported in the statement of activities are not available as
current financial resources and therefore are not reported as revenues in
governmental funds as follows:
Note receivable – property tax from the state

2,974

Governmental funds report capital outlay as expenditures. However, in
the statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense.
Capital outlay
Depreciation expense
Change in net assets of governmental activities

2,044,577
(84,960)
$

See accompanying notes to the basic financial statements
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(1)

Reporting Entity and Summary of Significant Accounting Policies

A. Organization and Operations of the Reporting Entity
The Chino Basin Water Conservation District (District) was established in 1949 to protect the Chino
Groundwater Basin in order to guarantee that current and future water needs will be met. The District's
service area includes the cities of Chino, Chino Hills, Montclair, Ontario, Rancho Cucamonga and
Upland. The District leads these cities in water conservation education, concentrating on water-efficient
landscaping and water conserving behavior at both the residential and institutional levels. The District
also owns and manages several percolation basins to assist in recharging the Chino Groundwater Basin.
Administration and operation of the District is guided by a duly elected and/or appointed seven member
Board of Directors.
B. New Accounting Pronouncement
Government Accounting Standards Board Statement No. 54
For the fiscal year ended June 30, 2011, the District implemented Government Accounting Standards
Board Statement No. 54 (GASB 54), Fund Balance Reporting and Governmental Fund Type Definitions.
The requirements of this statement are effective for the financial statement periods beginning after June
15, 2010.
GASB 54 enhances the usefulness of fund balance information by providing clearer fund balance
classifications that can be more consistently applied, and it clarifies the existing governmental fund type
definitions. It establishes balance classifications that comprise a hierarchy based primarily on the extent to
which a government is bound to observe constraints imposed upon the use of the resources reported in the
governmental funds. These classifications are described in the Fund Equity section of Note 1.D.9.
GASB 54 also provides guidance for classifying stabilization amounts on the face of the balance sheet
and requires disclosure of certain information about stabilization arrangements in the notes to the
financial statements. The definitions of the general fund, special revenue fund type, capital projects fund
type, debt service fund type, and permanent fund type are also clarified by the provisions in this
statement.
C. Basis of Accounting and Measurement Focus
The basic financial statements of the District are composed of the following:




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

Financial reporting is based upon all GASB pronouncements, as well as well as any applicable
pronouncements of the Financial Accounting Standards Board (FASB), the Accounting Principals Board
(APB), or any Accounting Research Bulletins (ARB) issued on or before November 30, 1989, unless they
contradict or conflict with GASB pronouncements.
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(1)

Reporting Entity and Summary of Significant Accounting Policies, continued

C. Basis of Accounting and Measurement Focus, continued
Government-wide Financial Statements
These statements are presented on an economic resources measurement focus and the accrual basis of
accounting. Accordingly, all of the District’s assets and liabilities, including capital assets, are included in
the accompanying Statement of Net Assets. The Statement of Activities presents changes in net assets.
Under the accrual basis of accounting, revenues are recognized in the period in which the liability is
incurred. 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. The types of transactions reported as program revenues for the District are to be
reported in three categories, if applicable: 1) charges for services, 2) operating grants and contributions,
and, 3) capital grants and contributions. Charges for services include revenues from customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function. Grant and contributions include revenues 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.
Governmental Fund Financial Statements
These statements include a Balance Sheet and a Statement of Revenues, Expenditures and Changes in
Fund Balances for all major governmental funds. Incorporated into these statements is a schedule to
reconcile and explain the differences in net assets as presented in these statements to the net assets
presented in the Government-wide Financial Statements. The District has presented its General Fund, as
its major fund, in this statement to meet the qualifications of GASB Statement No. 34.
Governmental funds are accounted for on a spending or current financial resources measurement focus
and the modified accrual basis of accounting. Accordingly, only current assets and liabilities are included
on the Balance Sheet. The Statement of Revenues, Expenditures and Changes in Fund Balances present
increases (revenues and other financing sources) and decreases (expenditures and other financing uses) in
net current assets. Under modified accrual basis of accounting, revenues are recognized in the accounting
period in which they become measurable and available to finance expenditures of the current period.
Accordingly, revenues are recorded when received in cash, except that revenues subject to accrual
(generally 60-days after year-end) are recognized when due. The primary sources susceptible to accrual
for the district are property tax, interest earnings, investment revenue and operating and capital grant
revenues. Expenditures are generally recognized under the modified accrual basis of accounting when the
related fund liability is incurred. However, exceptions to this rule include principal and interest on debt,
which are recognized when due.
When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, and then unrestricted resources as they are needed.
The District reports the following major governmental fund:
General Fund – is a government’s primary operating fund. It accounts for all financial resources of
the District, except those required to be accounted for in another fund when necessary.
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(1)

Reporting Entity and Summary of Significant Accounting Policies, continued

D. Assets, Liabilities and Net Assets
1. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements
and the reported changes in District equity during the reporting period. Actual results could differ
from those estimates.
2. Cash and Cash Equivalents
Substantially all of the District’s cash is invested in interest bearing accounts. The District considers
all highly liquid investments with an original maturity of three months or less to be cash equivalents.
3. Investments and Investment Policy
The District has adopted an investment policy directing the Treasurer to deposit funds in financial
institutions. Investments are to be made in the following areas:





Securities of the U.S. government or its agencies
Certificates-of-deposit
CalTRUST
State of California Local Area Investment Fund (LAIF)

CalTRUST is a joint Powers Agency Authority created by local public agencies and is governed by a
Board of Trustees made up of experienced local agency Treasures and investment officers.
Investments in securities of the U.S. government or its agencies are carried at fair value based on
quoted market prices.
LAIF is regulated by California Government Code (Code) Section 16429 and is under the
management of the State of California Treasurer’s Office with oversight provided by the Local
Agency Investment Advisory Board.
LAIF is carried at fair value based on the value of each participating dollar as provided by LAIF. The
fair value of the District’s position in the LAIF is the same as the value of its pooled share.
Investments in securities of the U.S. government or its agencies are carried at fair value based on
quoted market prices. Bank balances are secured by the pledging of a pool of eligible securities to
collateralize the District’s deposits with the bank in accordance with the Code.
Changes in fair value that occur during a fiscal year are recognized as unrealized gains or losses and
reported for that fiscal year. Investment income comprises interest earnings, changes in fair value,
and any gains or losses realized upon the liquidation or sale of investments.
4. Prepaid Expenses
Certain payments to vendors reflect costs or deposits applicable to future accounting periods and are
recorded as prepaid items in both the government-wide and fund financial statements.
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(1)

Reporting Entity and Summary of Significant Accounting Policies, continued

D. Assets, Liabilities and Net Assets
5. Capital Assets
Capital assets are recorded in the government-wide financial statements. Included in capital assets are
land, buildings and improvements, equipment and furniture, vehicles and construction-in-process.
District policy has set the capitalization threshold for reporting capital assets at $5,000. Donated
assets are recorded at estimated fair market value at the date of donation. Capital outlay is recorded as
expenditures of the General Fund and as assets in the government-wide financial statements to the
extent the District’s capitalization threshold is met. Depreciation is recorded on a straight-line basis
over the estimated useful lives of the assets as follows:




Buildings and building improvements – 20 to 75 years
Equipment and furniture – 3 to 20 years
Vehicles – 5 years

6. Compensated Absences
It is the District’s policy to allow vacation pay of between ten (10) and twenty (20) working days per
year of employment. Vacation time may be accumulated from year to year. Employees are allowed
to accumulate and carry forward a maximum of two hundred (200) hours. Sick leave is granted at a
rate of ten days per calendar year and may be used for sickness, injury or disability. Sick leave is
accumulated beyond the year in which it is earned up to a maximum of twenty-two (22) days.
7. Net Assets
The financial statements utilize a net assets presentation. Net assets are categorized as follows:


Net Investment in Capital Assets – This component of net assets consists of capital assets,
net of accumulated depreciation and reduced by any outstanding debt outstanding against the
acquisition, construction or improvement of those assets.



Restricted Net Assets – This component of net assets consists of constraints placed on net
assets use through external constraints imposed by creditors, grantors, contributors, or laws or
regulations of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.



Unrestricted Net Assets – This component of net assets consists of net assets that do not
meet the definition of restricted or net investment in capital assets.

8. Property Taxes
The County of San Bernardino Assessor’s Office assesses all real and personal property within the
County each year. The County of San Bernardino Tax Collector’s Offices bills and collects the
District’s share of property taxes and assessments. The County of San Bernardino Treasurer’s Office
remits current and delinquent property tax collections to the District throughout the year. Property tax
in California is levied in accordance with Article 13A of the State Constitution at one percent (1%) of
countywide assessed valuations.
Property tax revenue at year-end is related to property taxes collected by the County of San
Bernardino, which have not been transferred to the District as of June 30.
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(1)

Reporting Entity and Summary of Significant Accounting Policies, continued

D. Assets, Liabilities and Net Assets
9. Fund Equity
The financial statements, governmental funds report fund balance as nonspendable, restricted,
committed, assigned or unassigned based primarily on the extent to which the District is bound to
honor constraints on how specific amounts can be spent.


Nonspendable fund balance – amounts that cannot be spent because they are either (a)
not spendable in form or (b) legally or contractually required to be maintained intact.



Restricted fund balance – amounts with constraints placed on their use that are either (a)
externally imposed by creditors, grantors, contributors, or laws or regulations of other
governments; or (b) imposed by law through constitutional provisions enabling legislation.



Committed fund balance – amounts that can only be used for specific purposes determined
by formal action of the District’s highest level of decision-making authority (the Board of
Directors) and that remain binding unless removed in the same manner. The underlying
action that imposed the limitation needs to occur no later than the close of the reporting
period.



Assigned fund balance – amounts that are constrained by the District’s intent to be used for
specific purposes. The intent can be established at either the highest level of decision-making,
or by a body or an official designated for that purpose. This is also the classification for
residual funds in the District’s special revenue funds.



Unassigned fund balance – the residual classification for the District’s general fund that
includes amounts not contained in the other classifications. In other funds, the unassigned
classification is used only if expenditures incurred for specific purposes exceed the amounts
restricted, committed, or assigned to those purposes.

The Board of Directors established, modifies or rescinds fund balance commitments and assignments
by passage of an ordinance or resolution. This is done through adoption of the budget and subsequent
budget amendments that occur throughout the year.
When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, followed by the unrestricted, committed, assigned and unassigned resources
as they are needed.
Fund Balance Policy
The District believes that sound financial management principles require that sufficient funds be
retained by the District to provide a stable financial base at all times. To retain this stable financial
base, the District needs to maintain an unrestricted fund balance in its funds sufficient to fund cash
flows of the District and to provide financial reserves for unanticipated expenditures and/or revenue
shortfalls of an emergency nature. Committed, assigned and unassigned fund balances are considered
unrestricted.
The purpose of the District’s fund balance policy is to maintain a prudent level of financial resources
to protect against reducing service levels or raising taxes and fees because of temporary revenue
shortfalls or unpredicted one-time expenditures.
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(2)

Cash and Investments

Cash and cash equivalents as of June 30, consist of the following:
Cash on hand
Deposits held with financial institutions
Deposits held with Cal Trust
Deposits held with California Local Agency Investment Fund (LAIF)

2011
$

970
40,307
7,406,611
10,118,827

$

17,566,715

As of June 30, the District's authorized deposits had the following maturities:
Deposits held with California Local Agency Investment Fund (LAIF)
Deposits held with Cal Trust - Short Term Fund

2011
237 days
581 days

Authorized Deposits and Investments
Under provisions of the District’s investment policy, and in accordance with Section 53601 of the
California Government Code, the District may invest in certain types of investments as listed in Note
1(C)(3) to the financial statements.
Custodial Credit Risk
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government 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 California Government Code and the
District’s investment policy does not contain legal or policy requirements that would limit the exposure to
custodial credit risk for deposits, 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. Of the District’s bank
balances, up to $250,000 is federally insured per institution and the remaining balance is collateralized in
accordance with the Code; however, the collateralized securities are not held in the District’s name.
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. The Code and the District’s investment
policy contain legal and policy requirements that would limit the exposure to custodial credit risk for
investments. With respect to investments, custodial credit risk generally applies only to direct investments
in marketable securities. Custodial credit risk does not apply to a local government’s indirect investment
in securities through the use of mutual funds or government investment pools (such as LAIF).
Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. The longer the maturity an investment has the greater its fair value has sensitivity to changes
in market interest rates. The District’s investment policy follows the California Government Code as it
relates to limits on investment maturities as a means of managing exposure to fair value losses arising
from increasing interest rates.
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(2)

Cash and Investments, continued

Credit Risk
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; however, LAIF is not rated.
Concentration of Credit Risk
The District’s investment policy contains various limitations on the amounts that can be invested in any
one governmental agency or non-governmental issuer as stipulated by the California Government Code.
The District’s deposit portfolio with a government-sponsored agency, LAIF, is 58% of the District’s total
depository and investment portfolio. The District’s deposit portfolio with Cal-Trust, is 42% of the
District’s total depository and investment portfolio. There were no investments in any one nongovernmental issuer that represent 5.0% or more of the District’s total investments.

(3)

Prepaid Expenses

The District entered into an advance dues deposit agreement with the Association of California Water
Agencies to enable the Association to fund the purchase of its administrative facility. Interest of 6% per
annum, together with 2% to 5% of the initial advance deposit of $20,000, will be applied to the annual
dues. The balance of the deposit at June 30, 2011 is $9,084 in addition to an advance deposit of $3,443
for a total of $12,527. Other prepaid items in the amount of $52,943 comprise the total of $65,470.

(4)

Note Receivable – Property Tax from State

Under the provisions of the State of California Proposition 1A and as part of the 2010 fiscal year State of
California budget package passed by the California State Legislature on July 28, 2009, the State of
California borrowed 8.0% of the amount of property tax revenue apportioned to cities, counties and
special districts. The State of California is required to repay this borrowing plus interest by June 30, 2013.
After repayment of this initial borrowing, the California State Legislature may consider only one
additional borrowing within a ten-year period. The amount of the borrowing pertaining to the District was
$111,123. The borrowing by the State of California was recognized as a note receivable in the
accompanying financial statements.
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(5) Capital Assets
Major capital assets additions during the year include preliminary design and plans for the addition to the
District’s main building and additions and improvements to the District’s maintenance building in the
amount of $2,044,577.
Changes in capital assets for the year were as follows:
Balance
2010
Non-depreciable assets:
Land
Construction-in-process

$

Total non-depreciable assets
Depreciable assets:
Buildings and improvements
Equipment and furniture
Vehicles
Total depreciable assets
Accumulated depreciation:
Buildings and improvements
Office equipment and furniture
Vehicles and implements
Total accumulated depreciation
Total depreciable assets, net

(6)

$

Balance
2011

1,486,121
278,179

2,010,437

(1,940,206)

1,486,121
348,410

1,764,300

2,010,437

(1,940,206)

1,834,531

2,539,809
19,220
117,593

1,974,346
-

(94,298)
-

4,419,857
19,220
117,593

2,676,622

1,974,346

(94,298)

4,556,670

(1,212,159)
(19,220)
(91,549)

(74,069)
(10,891)

94,298
-

(1,191,930)
(19,220)
(102,440)

(1,322,928)

(84,960)

94,298

(1,313,590)

1,353,694

Total capital assets, net

Deletions/
Transfers

Additions

1,889,386

-

3,117,994

3,243,080
5,077,611

Compensated Absences

Compensated absences comprise unpaid vacation leave, sick leave and compensating time off which is
accrued as earned. The District’s liability for compensated absences is determined annually.
The changes to compensated absences balances at June 30, were as follows:
Balance
2010
$

24,998
Balance
2009

$

27,587

Additions

Deletions

23,925
Additions

(19,643)
Deletions

21,934

(24,523)
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Balance
2011
29,280
Balance
2010
24,998

Due Within
One Year
29,280
Due Within
One Year
24,998
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(7)

Unrestricted Net Assets
Unrestricted net assets are comprised of the following:
2011
Non-spendable net assets:
Prepaid expenditures and other

$

Total non-spendable net assets

66,253
66,253

Spendable net assets designated for the following purposes:
Major structural failures
Water conservation projects and facilities upgrades
Recycled water conservation contribution program
Operating reserve

1,500,000
9,942,650
3,869,029
2,370,319

Total spendable net assets - designated

17,681,998

Total unrestricted net assets

$

17,748,251

(8) Defined Contribution Plan
Plan Description
The District contributes to the California Public Employees Retirement System (CalPERS), a cost-sharing
multi-employer defined benefit pension plan. CalPERS provides retirement and disability benefits, annual
cost-of-living adjustments, and death benefits to plan members and beneficiaries. CalPERS acts as a
common investment and administrative agent for participating public agencies within the State of
California. Benefit provisions and all other requirements are established by state statute and the District.
Copies of CalPERS annual financial report may be obtained form their executive Office: 400 P Street,
Sacramento, CA, 95814.

Funding Policy
The contribution rate for plan members in the CalPERS 2.0 % at 60 Risk Pool Retirement Plan is 7% of
their annual covered salary. The District makes these contributions required of District employees on their
behalf and for their account. Also, the District is required to contribute the actuarially determined
remaining amounts necessary to fund the benefits for its members. The required employer contribution
rate are equal to the annual pension costs (APC) percentage of payroll for fiscal years 2011, 2010 and
2009 as noted below. The contribution requirements of the plan members are established by State statute,
and the employer contribution rate is established and may be amended by CalPERS. For fiscal years
2011, 2010 and 2009, the District’s annual contributions for the CalPERS plan were equal to the
District’s required and actual contributions for each fiscal year as follows:
Pension plan funding information:
Annual
Fiscal
Pension
Year
Cost (APC)
2009
2010
2011

$

Percentage
of APC
Contributed

83,518
78,382
82,844

100%
100%
100%
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Net
Pension
Obligation
-

APC
Percentage
of Payroll
7.971%
7.526%
8.197%
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(9)

Fund Balance

Fund balances are presented in the following categories: non-spendable, restricted, committed, assigned,
and unassigned (See Note 1.D.9 for a description of these categories). A detailed schedule of fund
balances and their funding composition at June 30, 2011 is as follows:
Description

Amount

Non-spendable:
Prepaid expenses

$

Committed:
Capital projects

200,531

Assigned:
Compensated absences
Capital projects

29,280
12,638,220

Sub-total assigned

12,667,500

Unassigned:
Designated for water conservation

4,732,124

Total fund balance

(9)

66,253

$

17,666,408

Risk Management

Joint Powers Insurance Authority
The District is a participating member of the Association of California Water Agencies/Joint Powers
Insurance Authority (ACWA/JPIA). ACWA/JPIA is a self-insured association of independent water
agencies. Association members have pooled funds to be self-insured for liabilities up to $1,000,000 per
occurrence. The ACWA/JPIA also purchases excess insurance to cover each member for liabilities to $59
million per occurrence. The accounts and records of ACWA/JPIA are audited by an independent certified
public accounting firm and can be obtained at ACWA/JPIA’s main office located at 5620 Birdcage St.,
#200, Citrus Heights, CA 95610.

(10) Governmental Accounting Standards Board Statements Issued, Not Yet Effective
The Governmental Accounting Standards Board (GASB) has issued several pronouncements prior to June
30, 2011, that have effective dates that may impact future financial presentations.
Governmental Accounting Standards Board Statement No. 60
In November 2010, the GASB issued Statement No.60, Accounting and Financial Reporting for Service
Concession Arrangements. This standard address how to account for and report service concession
arrangements (SCAs), a type of public-private or public-public partnership that state and local
governments are increasingly entering into. This statement is effective for financial statements for
periods beginning after December 15, 2011. The impact of the implementation of this Statement to the
District’s financial statements has not been assessed at this time.
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(10) Governmental Accounting Standards Board Statements Issued, Not Yet Effective
Governmental Accounting Standards Board Statement No. 61
In November 2010, the GASB issued Statement No.61, The Financial Reporting Entity, Omnibus. This
standard is designed to improve financial reporting for governmental entities by amending the
requirements of GASB Statement No. 14, The Financial Reporting Entity, and GASB Statement No. 34,
Basic Financial Statement and Management’s Discussion and Analysis for State and local Governments.
This statement is effective for financial statements for periods beginning after December 15, 2011. The
impact of the implementation of this Statement to the District’s financial statements has not been assessed
at this time.
Governmental Accounting Standards Board Statement No. 63
In June 2011, the GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position. This standard is designed to improve
financial reporting by standardizing the presentation of deferred outflows of resources and deferred
inflows of resources into the definitions of the required components of the residual measure and by
renaming that measure as net position, rather than net assets. This statement is effective for financial
statements for periods beginning after December 15, 2011. The impact of the implementation of this
Statement to the District’s financial statements has not been assessed at this time.
Governmental Accounting Standards Board Statement No. 64
In June 2011, the GASB issued Statement No. 64, Derivative Instruments: Application of Hedge
Accounting Termination Provisions – an amendment of GASB Statement No. 53. This standard is
designed to improve financial reporting by clarifying the circumstances in which hedge accounting should
continue when a swap counterparty, or swap counterparty’s credit support provider, is replaced. This
statement is effective for financial statements for periods beginning after December 15, 2011. The impact
of the implementation of this Statement to the District’s financial statements has not been assessed at this
time.

(11) Contingencies
Grant Awards
Grant funds received by the District are subject to audit by the grantor agencies. Such audit could lead to
requests for reimbursements to the grantor agencies for expenditures disallowed under terms of the grant.
Management of the District believes that such disallowances, if any, would not be significant.
Litigation
In the ordinary course of operations, the District is subject to claims and litigation from outside parties.
After consultation with legal counsel, the District believes the ultimate outcome of such matters, if any,
will not materially affect its financial condition.

(11) Subsequent Events
Events occurring after June 30, 2011 have been evaluated for possible adjustment to the financial
statements or disclosure as of January 24, 2012, which is the date the financial statements were available
to be issued.
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Chino Basin Water Conservation District
Budgetary Comparison Schedule – General Fund
For the Year Ended June 30, 2011
Adopted
Original
Budget
Expenditures/Expenses:
Water conservation:
Salaries and benefits
Basin and garden maintenance
Public education
Materials and services
Capital outlay

$

Total expenditures/expenses
Program revenues:
Charges for services – landscape evaluation audits
Charges for services – rent – basin space
Operating grants and contributions
Total program revenues
General revenues:
Property taxes
Investment earnings
Other

Board
Approved
Changes

958,565
222,150
207,845
631,145
280,182

Revised
Budget

Actual
Budgetary
Basis

Variance
Positive
(Negative)

(4,372)
81,815
(50,921)
(259,511)
1,729,880

954,193
303,965
156,924
371,634
2,010,062

897,080
264,350
152,646
352,274
2,044,577

57,113
39,615
4,278
19,360
(34,515)

2,299,887

1,496,891

3,796,778

3,710,927

85,851

4,500

18,750
71,378

18,750
75,878

18,750
75,878

-

4,500

90,128

94,628

94,628

-

1,268,685
112,400
5,500

194,795
(14,400)
(341)

1,463,480
98,000
5,159

1,455,474
107,067
7,158

(8,006)
9,067
1,999

Total general revenues

1,386,585

180,054

1,566,639

1,569,699

3,060

Total revenues

1,391,085

270,182

1,661,267

1,664,327

3,060
(82,791)

Deficiency of revenues
under expenditures

(908,802)

Fund balance – beginning of period
Fund balance – end of period

$

(2,135,511)

(2,046,600)

18,882,675

(1,226,709)

17,613,713

19,713,008

17,973,873

15,478,202

17,666,408

Notes to Required Supplementary Information
(1)

Budgets and Budgetary Data

The District follows specific procedures in establishing the budgetary data reflected in the financial
statements. Each April, the District’s General Manager prepares and submits an operating budget to the
Board of Directors for the General Fund no later than June of each year. The basis used to prepare the
budget does not differ substantially from the modified accrual basis of accounting. The adopted budget
becomes operative on July 1. The Board of Directors must approve all supplemental appropriations to the
budget and transfers between major accounts. The District’s annual budget is adopted for the General
Fund at the detailed expenditure-type level.
The District presents a comparison of the annual budget to actual results for the General Fund at the
functional expenditure-type major object level for financial reporting purposes. The budgeted expenditure
amounts represent the adopted budget adjusted for Board approved supplemental appropriations. The
budgeted revenue amounts represent the adopted budget as originally approved. The Board approved
supplemental appropriations of expenditures over revenues in the amount of ($1,226,709) during the year
ended June 30, 2011.
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Report on Internal Controls and Compliance

Independent Auditor’s 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
The Honorable Board of Directors of the
Chino Basin Water Conservation District
Montclair, California
We have audited the basic financial statements of the Chino Basin Water Conservation District (District)
as of and for the year ended June 30, 2011, and have issued our report thereon dated January 24, 2012.
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.
Internal Control Over Financial Reporting
In planning and performing our audits, we considered the District’s internal control over financial
reporting as a basis for designing our auditing procedures 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 over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control over financial reporting.
A deficiency in internal control over financial reporting 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.
Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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.
This report is intended solely for the information and use of the Board of Directors and management and
is not intended to be and should not be used by anyone other than these specified parties.

Charles Z. Fedak and Company, CPA’s An Accountancy Corporation
Cypress, California
January 24, 2012
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