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
November 29, 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, 2012. 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.
In order to conduct the business of the District, Director Parker continued in her respective position of
“President of the Board,” Director Hofer remained in his respective position of “Vice-President of the
Board,” and Director De Haan, Jr. continued to hold the position of “District Treasurer.”
4594 San Bernardino Street
Montclair, CA 91763-0900
(909) 626-2711
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Fax: (909) 626-5974

The District committees and committee members are as follows:
Finance Committee
De Haan, Jr. - Chair
Aldaco
Parker

Facilities
Committee
Aldaco - Chair
Parker
Vanden Heuvel

Personnel
Committee

Education
Committee

Hamilton
Parker
Vanden Heuvel

Parker - Chair
Aldaco
Hamilton

Advertising
Committee (Adhoc)

Basin
Landscape
Committee

Hofer - Chair
Aldaco
King

Aldaco
Hofer
Parker

Recycled Water
Committee
King - Chair
De Haan, Jr.
Parker
Potential SW
Capture Facilities
Committee (Ad-hoc)
Aldaco
Hofer
Parker

The “terms of service” for Board officers and committee members end in December 2012.
General Manager 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 ten employees consisting of eight
full-time employees and two 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.
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.
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District Services
The District owns, operates and maintains eight water conservation recharge basins which capture storm
water, nuisance water, recycled water, and imported water. Five of the basins are located in Montclair,
two are in Upland and one is in Ontario.
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Storage
Capacity
AFY
503

Local runoff, storm water, recycled water, State Project Water

College Heights-East

18

145

Storm water, State Project water

College Heights-West

12.7

126

Storm water, State Project water

Ely #3

19

136

Local runoff, storm water, recycled water

Montclair #1

15

134

Local runoff, storm water, State Project Water

Montclair #2

20.5

243

Local runoff, storm water, State Project Water

Montclair #3

10.5

49

Local runoff, storm water, State Project Water

Montclair #4

12

97

Local runoff, storm water, State Project Water

Basin

Acres

Brooks

Water Recharge Source

The District’s basins, on an annual basis, capture and recharge an average of 11,145 acre-feet of water.
The average is calculated by using a ten year average which is calculated at the end of each fiscal year.
Of the 11,145 acre feet of water captured, the annual average includes 3,413 acre-feet of storm and
nuisance water; 831 acre-feet of recycled water; and 6,903 acre-feet of imported water. Utilizing the
Metropolitan Water District’s Tier 2 treated rate, the nominal present value of this captured and recharged
water is in excess of $10,255,500.
During FY 2011-2012, the District’s basins captured and recharged approximately 1,514 acre-feet of
storm and nuisance water; 13,338 acre-feet of imported water; and 975 acre-feet of recycled water. In
total, the District’s basins captured and percolated 15,827 acre feet of water during FY 2011-2012 with a
value of $14,560,840. 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 a population of approximately 431,000 within its 112 square mile service area.
Water conservation education, landscape audits, demonstration facilities and participation in regional
issues are also important services the District provides as noted below.

Chino Groundwater Basin Recharge Master Plan
The District continued efforts on the Chino Groundwater Basin Recharge Master Plan update (RMPU) by
participating in various Watermaster meetings and collaborating with Inland Empire Utilities Agency on
possible cost effective projects. In addition to work on the RMPU, the District also continued to explore
the feasibility of developing a project near the San Antonio Creek Channel (Channel) which could capture
unappropriated storm water flows from the Channel and possibly receive recycled water.
In addition to the San Antonio Creek Channel project, the District has completed 90% of the plans and
specifications for the Montclair Basins Improvement project. The proposed project is intended to
improve the function of the Montclair system through the improvement of recharge rates allowing for
increased operational flexibility. The proposed construction work includes basin cleaning and
rehabilitation along with construction of a pump and pipe system to enable transfer of water from
Montclair Basin 4 to Montclair Basins 3 and 2. Under existing conditions, anecdotal and observed
evidence that water escapes the Montclair system has been reported. Additional recharge is expected to
result from the Montclair system improvement project which will be undertaken in Fiscal Year 2012-2013
due to environmental restrictions.
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Education and Partnerships
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.

Earth Day

The 21th annual Earth Day event was a great success
even though parts of the District’s facilities were
unusable due to construction. Twenty-four fifth
grade classes (a total of 775 students) attended,
representing Ontario-Montclair School District,
Chino Valley Unified School District, and Upland
Unified School District. Ten exhibitors specializing
in environmental issues, along with approximately 40
student volunteers from Upland Christian High
School, assisted with this year’s activities.

Education Grants
The District awarded four Education Grant
scholarships this year, totaling $12,500, to local
students focusing on water related majors.

Water Conservation Poster Contest
There were over one thousand entries for the
District’s 2012 annual Water Conservation Poster
Contest. Winners are chosen from the K–6th grade
and 7th–12th grade categories. A total of 1,383
students participated, representing 80 classes from
26 schools. 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.
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Educational Classes and Programs
Water Conservation Demonstration Garden Tours:
The Garden was open for both school groups and
the public for guided and unguided tours until
March of 2012 when the garden was temporarily
closed for remodeling. While the new water wise
education garden will not be reopened until the
spring of 2013, staff was still touring school
groups through the District’s Wilderness Park and
Oak Grove area upon request. For the eight
months the garden was open, attendance reached
approximately 1,700 (23 school classes and more
than 1,000 independent visitors).
California Friendly Landscape Training Courses:
These classes were offered to both professionals
and homeowners. This past fiscal year, the
District provided 23 different Water Wise
Landscaping Workshops for over 600 residents
focusing on topics such as The Basics;
Preparation and Design; Efficient Irrigation;
Plants; Composting; Maintenance and Pruning;
and Vegetable Gardening. The District also
provided two four-part Landscape Water
Management series for professionals for a total
of 55 government and private business landscape
professionals.
California Friendly Landscape Training Workshops:
District staff taught a variety of water wise workshops at the District’s facility until the building was
temporarily closed for remodeling in March 2012. After the building closure, staff worked with the City
of Upland, Monte Vista Water District and Cucamonga Valley Water District’s Frontier Project to teach
classes at other locations. A total of 30 workshops were held with an average attendance of 25.

No. of Workshops
taught in FY 11-12
7
4
4
5
2
4

Workshop Subject
Water Wise Landscaping - The Basics
Preparation and Design of a water wise landscape
Efficient Irrigation Systems
Water Wise Plants
Maintenance, Pruning & Pest Management for your water wise garden
Composting, Mulch and Soils

Public Events - The District held one public event this year
The Annual Landscape & Water Conservation Fair:
This event is held annually for families and local citizens. The fair featured
various water conservation activities and 30 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. This was the
biggest event yet with approximately 1,300 local residents attending.
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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:
Since 2005, the District has annually contributed $10,000 and participated in a community outreach
advertisement campaign through the Inland Valley Daily Bulletin with Inland Empire Utilities Agency as
the lead agency. The goal has been to further the District’s “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. In addition, the committee
works at educating kindergarten
through 12th grade students on
conservation issues.
Landscape Awards Program:
Staff provided judging services for a community program sponsored by Western Municipal Water District
which covered all of San Bernardino and Riverside Counties.
Partnership with the Inland Empire Garden Friendly (IEGF) program:
The District partnered with four major water suppliers within western Riverside and San Bernardino
counties, the Water Resources Institute, and Rancho Santa Ana Botanical Gardens to promote the new
Inland Empire Garden Friendly (IEGF) program. 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 updated the site with current events, information about the purpose and function of the
District, and Board meeting agendas and minutes.
Facebook: page name - Chino Basin Water-Conservation District
Staff continued to post information on the District Facebook page, including District events, water waste
prevention tips, and a plant of the month feature.
San Bernardino County Master Gardener Program:
The District partnered with this group providing facilities and staff assistance to run their bi-annual
training program.

Recycled Water Conversion Incentive Program
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 publicly
owned parks and schools within the District boundaries from using potable (drinking) water to recycled
water to irrigate their outdoor landscaping.
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The District’s involvement with the Recycled Water Conversion Incentive Program began in Fiscal Year
2008-2009 with the conversion of its own Demonstration Garden and Wilderness Park to recycled water.
During Fiscal Year 2011-2012, the District assisted four schools (Arroyo Elementary, Mariposa
Elementary, Elderberry Elementary, and Wiltsey Middle School) in converting to recycled water for
landscape irrigation in the amount of $39,000.
Since the program’s inception, the District has expended a total of $169,971 assisting 20 projects in
converting to recycled water for landscape irrigation. The following 20 completed projects consist of 12
parks and eight schools, all within the District’s boundaries.
 CBWCD ($6,025)
 Wilderness Park/Demonstration Garden
 Ontario-Montclair School District ($76,050)
 Arroyo Elementary School
 Elderberry Elementary School
 Kingsley Elementary School
 Lehigh Elementary School
 Mariposa Elementary School
 Monte Vista Elementary School
 Vernon Middle School
 Wiltsey Middle School
 City of Montclair ($26,022)
 Alma Hofman Park
 Golden Girls Park
 Kingsley Park
 Saratoga Park
 Sunrise Park
 Sunset Park
 City of Ontario ($61,874)
 Anthony Munoz Park
 Ontario Motor Speedway Park
 John Galvin Park
 Grove Memorial Park
 Vineyard Park

Landscape Evaluation / Audit Program

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).
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 has committed to continue providing
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appropriate staffing levels and support to firmly establish a Landscape Evaluation / Audit Program
(LEAP) to serve organizations within the District in order to reduce landscape water usage.
During Fiscal Year 2011-2012, the District performed 84 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 2011-2012 the LEAP
program identified a potential water savings of approximately 71 acre feet per year if all participants,
from fiscal year 2011-2012, follow the recommendations given. The potential savings, valued at the
Metropolitan Water District’s Tier II treated rate, is $65,320. The LEAP program continues to be a very
important program and a tremendous help to the local water agencies.
Since the program’s inception, the District has complete 201 audits resulting in a potential of 266 acre
feet of water per year. Utilizing Metropolitan Water District’s Tier II treated rate, the potential water
savings has a value of $244,720 per year.

Facilities Improvement Program
The District headquarters property, located at 4594 San Bernardino Street in Montclair, CA, was built in
1991 and originally consisted of an administration building, park and demonstration garden, all available
to the public. Located on the property is a magnificent oak tree estimated to be over 200 years old. The
area around the stately tree was reworked in 2004 to become an oak grove with eight different species of
oak trees. The demonstration garden hosts thousands of elementary school students as part of their yearly
curriculum for earth sciences and members of the public interested in viewing and learning about various
types of plants.
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 to the outdated facility
in FY 2008-2009.
The first phase consisted of renovating the District’s
three-acre Wilderness Park by removing 70-percent
of the turf and installing walking paths, various shade
trees and giant, decorative boulders. These changes
helped the District meet objectives in water
conservation demonstration and public education for
appropriate tree selection, mulching and irrigation.
Each tree was given a number that corresponded to
two informational maps in the park. Furthermore, a
chart was created that listed each tree and their
various features, including size, flower color, water
needs and pros and cons.
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The second phase consisted of the construction of a
Maintenance/Multi-Use Building and access road. It
was completed in FY 2010-2011. CBWCD staff is
presently housed in this location while the final phase,
originally consisting of phases three, four and five, is
being constructed.

The final phase
combined the last
three phases in an
effort to save time
and to achieve
economies of scale.
This phase includes the renovation
and expansion of the administration
building, now called the Water
Conservation Center (WCC), the
renovated Demonstration Garden,
the Lath House, the Children’s
Education
Building
and
the
renovated parking lot. The WCC
building
will
become
the
educational
gateway
to
the
renovated Demonstration Garden.
When entering the WCC, visitors
will find themselves in an
entertaining, educational, exhibit
lobby. Exiting the WCC to the new
Demonstration Garden will be an
amazing educational experience in
water wise landscapes and drought
tolerant plants with a variety of
specialized garden areas.
The garden will also host a
children’s garden section, new
Education Building where k-12
water education will take place and
a Lath House for plant propagation
and various public education
classes. Last, but not least, is the
visitors’
first
educational
experience, the renovation of the
parking lot which will demonstrate
on-site storm water retention and
climate appropriate plant materials.
Construction of the final phase
began in early 2012 with completion
of the project projected in the spring
of 2013.
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Operation and Maintenance Programs
Basin and facility maintenance and improvements included:

Brooks Basin

 Brooks Basin receives storm water, local run off from storm drains, imported water and recycled
water.
 Weed abatement on perimeter roads
and tops of slopes by District staff.
 Weed abatement on steeper slopes and
large tree trimming by outside
contractor.
 Percolation restoration on slopes using
tractors and water trucks to scarify and
wash silts away from slopes.
 Recycled water from Inland Empire
Utilities Agency (IEUA).
 Imported water deliveries which began in May 2011 and ended in September 2011.

College Heights East and West Basins

 The College Heights basins receive storm and imported water. Imported water deliveries to both
east and west basins began in May
2011 and ended September 2011.
 Weed abatement on perimeter roads
and tops of slopes by District staff.
 Weed abatement by outside contractor
of the bottom and perimeter roads.
 Storm water retention areas built by
outside contractor along maintenance
road and channel.

Ely Basin No. 3

 Ely Basin No. 3 receives storm water, local runoff water and recycled water.
 Passed recycled water inspection by City of Ontario. The recycled water use is subject to
inspection and testing conforming to the State Department of Public Health.
 Weed abatement on perimeter roads and tops of slopes by District staff as well as irrigation
maintenance and small tree and shrub trimming.
 Landscape maintenance trimming of larger trees ad ground cover trimming by outside contractor.

Montclair Basins Numbers 1, 2, 3, and 4

 The Montclair Basins receive storm water, local
runoff water and imported water.
 Imported water deliveries began in May 2011 and
ended in September.
 Weed abatement by outside contractor of the
bottom, steep slopes, and nuisance water ponds.
 Weed abatement on perimeter roads and tops of
slopes by District staff as well as irrigation
maintenance and small tree and shrub trimming.
 Landscape maintenance by District staff.
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Turner Basin/4th Street Property – The
District owns approximately four acres of property
associated with Turner Basin No. 1. The District
owned property parallels Fourth Street on the north
side of the basin between Cucamonga Channel and
Golden Oak Road on the east and extends south
down into the north slope of the basin. The
District maintains the landscaping fronting Fourth
Street to the south security fence between the
Cucamonga Channel and the housing development
on the east. The landscaping covers approximately
one acre of land. The remaining District property
encompasses a maintenance road and a portion of the north slope of Turner Basin No. 1.
 Weed abatement on perimeter road and top of slope by District staff as well as landscape
maintenance, irrigation maintenance and small tree and shrub trimming.

Grove Basin (San Bernardino County Flood Control District Owned) – The District and
San Bernardino Flood Control District entered into an agreement in 2000 whereby the Flood Control
District, in exchange for financial participation by the District in the construction of the Basin,
allowed the bottom portion of the Basin to be used for water conservation. As part of the agreement,
the District performs weed abatement on the bottom of Grove basin and a portion of the slopes.
 Grove Basin received storm water runoff.
 As noted above, District staff maintains weed abatement on the bottom and a portion of the basins
slopes.

Internal Control Structure
District management is responsible for the establishment and maintenance of an internal financial control
structure to ensure that the assets of the District are protected from loss, theft, or misappropriation. The
internal financial control structure also ensures that adequate accounting data is recorded 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
Since Fiscal Year 2010-2011 the District’s financial plan has included 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 that 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, 2012:
Fund Type Definition
Non-spendable Fund Balance
Restricted Fund Balance
Committed Fund Balance
Assigned Fund Balance

$13,066
$0
$5,456,227
$11,080,000

Unassigned Fund Balance

$6,432

Total Fund Balance

$16,555,725

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.
For Fiscal Year 2011-2012, the District expenditures totaled $2,700,564 (rounded to the nearest dollar).
The following pie-chart reflects the expenses of the District for Fiscal Year 2011-2012.
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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 2011-2012, property tax revenue increased by $25,900 while interest income
decreased by $23,900. Due to current and projected economic conditions, unemployment, home
foreclosures and the loss of Redevelopment Agency (RDA) revenue to cities, it is difficult to project
future tax revenue. The following charts reflect the District’s property tax revenue for the last ten fiscal
years.

Throughout the fiscal year the District’s two investment accounts included the following activity:
LAIF
 Interest rates declined from .48% to .36%
CalTRUST
 Interest rates declined from .50% to .44%

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 CPA’s 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, 2012, 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, 2012, 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.
In accordance with Government Auditing Standards, we have also issued a report dated November 29,
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 38.
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 17 through 20 and the required supplementary information on page 37
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 14 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 & Company, CPA’s – An Accountancy Corporation
Cypress, California
November 29, 2012

16

Chino Basin Water Conservation District
Management’s Discussion and Analysis
For the Year Ended June 30, 2012
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, 2012. 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 2.9% or $651,475 to $22,174,387 in 2012 as the result of the
years’ operations and decreased 0.4% or $88,291 to 22,825,862 in 2011.



The District’s property tax revenues increased by 1.8% or $25,901 in 2012 and 0.4% or $6,460 in
2011.



Total expenses for the District’s programs were less than the 2012 revised budget by 1.4% or
$37,362 primarily due to reduced salaries and benefits, basin and garden maintenance, and
materials and services 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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Chino Basin Water Conservation District
Management’s Discussion and Analysis
For the Year Ended June 30, 2012

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
2012
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

$

2011

Change

17,071,483
113,286
5,535,259

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

(645,996)
2,163
457,648

22,720,028

22,906,213

(186,185)

545,641

80,351

465,290

545,641

80,351

465,290

5,535,259
16,639,128

5,077,611
17,748,251

457,648
(1,109,123)

22,174,387

22,825,862

(651,475)

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 $22,174,387 as of June 30, 2012.
A major portion of the District’s net assets (25.0%) 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 2012, the
District shows a positive balance in its unrestricted net assets of $16,639,128. See note 7 for the amount
of spendable net assets that may be utilized in future years.
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Condensed Statements of Activities
2012
Expenses:
Water conservation:
Salaries and benefits
Basin and garden maintenance
Public education
Materials and services
Depreciation

$

2011

Change

919,982
79,908
109,023
400,505
734,101

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

2,243,519

1,755,592

18,950
11,600
5,933

18,750
75,878

200
11,600
(69,945)

Total program revenues

36,483

94,628

(58,145)

Net program expense

2,207,036

1,660,964

546,072

1,481,375
63,799
10,387

1,455,474
110,041
7,158

25,901
(46,242)
3,229

1,555,561

1,572,673

(17,112)

Total expenses
Program revenues:
Charges for services – landscape evaluation audits
Charges for services – educational workshops
Operating grants and contributions

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

(651,475)

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

$

(88,291)

18,620
(184,442)
(43,623)
48,231
649,141
487,927

(563,184)

22,825,862

22,914,153

(88,291)

22,174,387

22,825,862

(651,475)

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 $651,475 during the fiscal year ended June 30, 2012.
Contributing to the decrease in net assets in 2012 from 2011 levels is a 764.1% or $649,141 increase in
depreciation expense related to the disposal of a portion of the District’s main building as part of the
ongoing remodel of the District’s facilities. Additionally, investment earnings decreased 42.0% or
$46,242 primarily due to lower interest rate yields in 2012.

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, 2012, the District’s General Fund reported a fund balance of $16,555,725. An amount of
$6,432 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 final budgeted expenditures for the General Fund at year-end were $37,362 more than actual
incurred. This variance is principally due to amounts budgeted for salaries and benefits, maintenance, and
education, and materials and service expenditures that were not incurred 2012. Actual revenues were
higher than the anticipated budget amount by $58,368 and were primarily due to an increase in expected
property tax revenues of $69,095.

Capital Asset Administration
Changes in capital assets for the year were as follows:
Balance
2011
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 depreciable assets, net
Total capital assets, net

$

Additions

Deletions/
Transfers

Balance
2012

1,486,121
348,410

1,191,749

-

1,486,121
1,540,159

1,834,531

1,191,749

-

3,026,280

4,419,857
19,220
117,593

-

(1,274,877)
-

3,144,980
19,220
117,593

4,556,670

-

(1,274,877)

3,281,793

(1,313,590)

(734,101)

3,243,080

(734,101)

5,077,611

1,274,877
-

(772,814)
2,508,979
5,535,259

At the end of fiscal year 2012, the District’s investment in capital assets amounted to $5,535,258 (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 additions to the District’s main building and exhibition gardens in the amount of $1,191,749.
Major capital disposals during the year include demolition of a portion of the main building and other
facility structures in the amount of $1,274,877.

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, 2012
(With Comparative Amounts for June 30, 2011)

2012
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
Retention payable
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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2011

16,963,911
11,266
3,050
80,190
13,066

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

17,071,483

17,717,479

113,286
5,535,259

111,123
5,077,611

5,648,545

5,188,734

22,720,028

22,906,213

467,003
38,572
10,183
29,883

38,748
12,323
29,280

545,641

80,351

5,535,259
16,639,128

5,077,611
17,748,251

22,174,387

22,825,862

Chino Basin Water Conservation District
Statement of Activities
For the Year Ended June 30, 2012
(With Comparative Amounts For the Year Ended June 30, 2011)
2012
Expenses:
Water conservation:
Salaries and benefits
Basin and garden maintenance
Public education
Materials and services
Depreciation

$

2011

919,982
79,908
109,023
400,505
734,101

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

2,243,519

1,755,592

18,950
11,600
5,933

18,750
75,878

Total program revenues

36,483

94,628

Net program expense

2,207,036

1,660,964

1,481,375
63,799
10,387

1,455,474
110,041
7,158

1,555,561

1,572,673

Total expenses
Program revenues:
Charges for services – landscape evaluation audits
Charges for services – educational workshops
Operating grants and contributions

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

(651,475)

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

$

See accompanying notes to the basic financial statements
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(88,291)

22,825,862

22,914,153

22,174,387

22,825,862

Chino Basin Water Conservation District
Reconciliation of the Balance Sheet of Governmental
Type Funds to the Statement of Net Assets
June 30, 2012
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

-

16,963,911
11,266
3,050
80,190
13,066

17,071,483

-

17,071,483

113,286
5,535,259

-

Total assets
Current liabilities:
Accounts payable and accrued expenses
Retention payable
Accrued wages
Compensated absences
Total liabilities
Fund balance:
Non-spendable
Committed
Assigned
Unassigned
Total fund balance
$

Statement of
Net Assets

16,963,911
11,266
3,050
80,190
13,066

-

Total non-current assets

Total liabilities and fund balance

Reclassifications
& Eliminations

113,286
5,535,259

5,648,545

5,648,545

17,071,483

5,648,545

22,720,028

467,003
38,572
10,183
-

29,883

467,003
38,572
10,183
29,883

515,758

29,883

545,641

13,066
5,456,227
11,080,000
6,432

(13,066)
(5,456,227)
(11,080,000)
(6,432)

-

16,555,725

(16,555,725)

-

17,071,483

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

5,535,259
16,639,128

5,535,259
16,639,128

22,174,387

22,174,387

Reconciliation:
Fund balance of governmental funds

$

16,555,725

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.

113,286

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.

5,535,259

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

(29,883)
$

See accompanying notes to the basic financial statements
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22,174,387

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, 2012
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 – educational workshops
Operating grants and contributions
Total program revenues

Reclassifications
& Eliminations

Statement of
Activities

919,379
79,908
109,023
400,505
1,191,749
-

603
(1,191,749)
734,101

919,982
79,908
109,023
400,505
734,101

2,700,564

(457,045)

2,243,519

18,950
11,600
5,933

-

18,950
11,600
5,933

36,483

-

36,483

Net program expense

2,207,036

General revenues:
Property taxes
Investment earnings
Other

1,481,375
61,636
10,387

2,163
-

1,481,375
63,799
10,387

Total general revenues

1,553,398

2,163

1,555,561

Total revenues

1,589,881

2,163

Deficiency of revenues
under expenditures

(1,110,683)

Change in net assets

-

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

$

1,110,683

-

(651,475)

(651,475)

17,666,408

2,138,746

22,825,862

16,555,725

2,597,954

22,174,387

Reconciliation:
Net changes in fund balance of governmental fund

$

(1,110,683)

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

(603)

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

2,163

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

1,191,749
(734,101)
$

See accompanying notes to the basic financial statements
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Chino Basin Water Conservation District
Notes to the Basic Financial Statements, continued
June 30, 2012

(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. 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.
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.
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Chino Basin Water Conservation District
Notes to the Basic Financial Statements, continued
June 30, 2012

(1)

Reporting Entity and Summary of Significant Accounting Policies, continued

B. Basis of Accounting and Measurement Focus, continued
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.
C. 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.
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(1)

Reporting Entity and Summary of Significant Accounting Policies, continued

C. Assets, Liabilities and Net Assets, continued
3. Investments and Investment Policy, continued
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.
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.
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(1)

Reporting Entity and Summary of Significant Accounting Policies, continued

C. Assets, Liabilities and Net Assets, continued
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.
9. Fund Equity
The financial statements, governmental funds report fund balance as non-spendable, 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.


Non-spendable 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.
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Reporting Entity and Summary of Significant Accounting Policies, continued

C. Assets, Liabilities and Net Assets, continued
9. Fund Equity, continued
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.

(2)

Cash and Investments
2012

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)

$

990
66,178
7,436,160
9,460,583

$

16,963,911

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

2012
268 days
413 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.
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Cash and Investments, continued

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.
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 and Cal Trust are 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 56% of the District’s total
depository and investment portfolio. The District’s deposit portfolio with Cal Trust, is 44% 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, 2012 is $9,168 in addition to an advance deposit of $3,080
for a total of $12,248. Other prepaid items in the amount of $818 comprise the total of $13,066.

(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
$113,286. 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 additions to the District’s main building and
exhibition gardens in the amount of $1,190,635. Major capital disposals during the year include
demolition of a portion of the main building and other facility structures in the amount of $1,274,877.
Changes in capital assets for the year were as follows:
Balance
2011
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
Total capital assets, net

(6)

$

De le tions/
Transfe rs

Additions

Balance
2012

1,486,121
348,410

1,191,749

-

1,486,121
1,540,159

1,834,531

1,191,749

-

3,026,280

4,419,857
19,220
117,593

-

(1,274,877)
-

3,144,980
19,220
117,593

4,556,670

-

(1,274,877)

3,281,793

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

(725,949)
(8,152)

1,274,877
-

(643,002)
(19,220)
(110,592)

(1,313,590)

(734,101)

1,274,877

(772,814)

3,243,080

(734,101)

-

5,077,611

2,508,979
5,535,259

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
2011
$

29,280
Balance
2010

$

24,998

Additions

De le tions

27,914
Additions

(27,311)
De le tions

23,925

(19,643)
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(7)

Unrestricted Net Assets
Unrestricted net assets are comprised of the following:
2012
Non-spendable net assets:
Prepaid expenditures and other

$

Total non-spendable net assets

13,066

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
10,196,033
3,830,029
1,100,000

Total spendable net assets - designated

16,626,062

Total unrestricted net assets

(8)

13,066

$

16,639,128

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 2012, 2011 and
2010 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
2012, 2011 and 2010, 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)
2010
2011
2012

$

Percentage
of APC
Contributed

78,382
82,844
92,985

100%
100%
100%
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(9)

Fund Balance

Fund balances are presented in the following categories: non-spendable, restricted, committed, assigned,
and unassigned. A detailed schedule of fund balances and their funding composition at June 30, 2012 is
as follows:
Amount

Description
Non-spendable:
Prepaid expenses

$

13,066

Committed:
Reccyled water programs
Capital projects
Sub-total committed

146,259
5,309,968
5,456,227

Assigned:
Compensated absences
Reccyled water programs
Operating reserve - one year
LEAP - two year reserve
Structural failures
Capital projects

29,883
3,683,770
1,100,000
268,954
1,500,000
4,497,393

Sub-total assigned

11,080,000

Unassigned

6,432

Total fund balance

$

16,555,725

(10) 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.

(11) Governmental Accounting Standards Board Statements Issued, Not Yet Effective
The Governmental Accounting Standards Board (GASB) has issued several pronouncements prior to June
30, 2012, 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, 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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(11) 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 June 15, 2012. 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. 62
In December 2010, The GASB issued Statement No. 62 – Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements. The
objective of this Statement is to incorporate into the GASB’s authoritative literature certain accounting
and financial reporting guidance that is included in the following pronouncements issued on or before
November 30, 1989, which does not conflict with or contradict GASB pronouncements:
1. Financial Accounting Standards Board (FASB) Statements and Interpretations
2. Accounting Principles Board Opinions
3. Accounting Research Bulletins of the American Institute of Certified Public Accountants’ (AICPA)
Committee on Accounting Procedure.
Hereinafter, these pronouncements collectively are referred to as the “FASB and AICPA
pronouncements.” This Statement also supersedes Statement No. 20, Accounting and Financial Reporting
for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, thereby
eliminating the election provided in paragraph 7 of that Statement for enterprise funds and business-type
activities to apply post-November 30, 1989 FASB Statements and Interpretations that do not conflict with
or contradict GASB pronouncements. However, those entities can continue to apply, as other accounting
literature, post-November 30, 1989 FASB pronouncements that do not conflict with or contradict GASB
pronouncements, including this Statement. The requirements of this Statement are effective for financial
statements for periods beginning after December 15, 2011. The provisions of this Statement generally are
required to be applied retroactively for all periods presented.
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.
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Governmental Accounting Standards Board Statement No. 65
In March 2012, the GASB issued Statement No. 65 – Items Previously Reported as Assets and Liabilities.
This Statement establishes accounting and financial reporting standards that reclassify, as deferred
outflows of resources or deferred inflows of resources, certain items that were previously reported as
assets and liabilities and recognizes, as outflows of resources or inflows of resources, certain items that
were previously reported as assets and liabilities. The provisions of this Statement are effective for
financial statements for periods beginning after December 15, 2012. 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. 66
In March 2012, the GASB issued Statement No. 66 – Technical Corrections—2012—an amendment of
GASB Statements No. 10 and No. 62. The objective of this Statement is to improve accounting and
financial reporting for a governmental financial reporting entity by resolving conflicting guidance that
resulted from the issuance of two pronouncements, Statements No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, and No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements. The provisions of
this Statement are effective for financial statements for periods beginning after December 15, 2012. 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. 68
In June 2012, the GASB issued Statement No. 68 – Accounting and Financial Reporting for Pensions—
an amendment of GASB Statement No. 27. The primary objective of this Statement is to improve
accounting and financial reporting by state and local governments for pensions. It also improves
information provided by state and local governmental employers about financial support for pensions that
is provided by other entities. This Statement results from a comprehensive review of the effectiveness of
existing standards of accounting and financial reporting for pensions with regard to providing decisionuseful information, supporting assessments of accountability and inter-period equity, and creating
additional transparency.
This Statement replaces the requirements of Statement No. 27, Accounting for Pensions by State and
Local Governmental Employers, as well as the requirements of Statement No. 50, Pension Disclosures, as
they relate to pensions that are provided through pension plans administered as trusts or equivalent
arrangements (hereafter jointly referred to as trusts) that meet certain criteria. The requirements of
Statements 27 and 50 remain applicable for pensions that are not covered by the scope of this Statement.
The provisions of Statement 68 are effective for fiscal years beginning after June 15, 2014. The impact of
the implementation of this Statement to the District’s financial statements has not been assessed at this
time.
The Governmental Accounting Standards Board (GASB) has issued several pronouncements prior to June
30, 2012, that have effective dates that may impact future financial presentations.
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(12) 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.

(13) Subsequent Events
Events occurring after June 30, 2012 have been evaluated for possible adjustment to the financial
statements or disclosure as of November 29, 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, 2012
Adopte d
Original
Budge t
Expenditures/Expenses:
Water conservation:
Salaries and benefits
Basin and garden maintenance
Public education
Materials and services
Capital outlay

$

Total e xpe nditure s/e xpe nse s

Board
Approve d
Change s

963,863
136,175
113,481
434,105
173,210
1,820,834

Program revenues:
Charges for services – landscape evaluation audits
Charges for services – educational workshops
Operating grants and contributions

Re vise d
Budge t

Actual
Budge tary
Basis

Variance
Positive
(Ne gative )

(36,103)
(42,775)
594
(23,163)
1,018,539

927,760
93,400
114,075
410,942
1,191,749

919,379
79,908
109,023
400,505
1,191,749

8,381
13,492
5,052
10,437
-

917,092

2,737,926

2,700,564

37,362

25,000
10,000
29,250

(5,600)
1,350
(23,317)

19,400
11,350
5,933

18,950
11,600
5,933

(450)
250
-

64,250

(27,567)

36,683

36,483

(200)

1,463,480
80,000
1,500

(51,200)
(7,000)
8,050

1,412,280
73,000
9,550

1,481,375
61,636
10,387

69,095
(11,364)
837

Total ge ne ral re ve nue s

1,544,980

(50,150)

1,494,830

1,553,398

58,568

Total re ve nue s

1,609,230

(77,717)

1,531,513

1,589,881

58,368
21,006

Total program re ve nue s
General revenues:
Property taxes
Investment earnings
Other

De ficie ncy of re ve nue s
unde r e xpe nditure s

(211,604)

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

$

(1,206,413)

(1,110,683)

18,882,675

(994,809)

17,613,713

17,666,408

18,671,071

16,407,300

16,555,725

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 ($994,809) during the year
ended June 30, 2012.
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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, 2012, and have issued our report thereon dated November 29, 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 & Company, CPA’s An Accountancy Corporation
Cypress, California
November 29, 2012
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