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AMOUNT OF PERCENT OF
FY ACTUAL FY ACTUAL FY 2013-14 8UDGET BUDGET
MONTH YEAR-TO-DATE BUDGET REMAINING REMAINING
I ADMINISTRATIVE AND OPERATING REVENUES | 58% @ 11-30-13
Water Rate Revenues
Tiar 1 Treated 212,570 1471626 2,596,727 1,125,101 43%
3 1 Untrealed o 0 17,197,000 47,197,000 100%
wpper Surcharge Tier 1 Trealed 19,168 134,287 240,000 105,713 44%,
Uppar Surcharge Tier 1 Untreated 0 o] 2,320,000 2,320,000 100%
Gross MWD Stand-by Charge-Revenue Reconciliation 79,597 570,262 1,961,005 1,390,743 71%
MSGB Watermaster-Ready-{o-Serve 6,300 31,500 75,600 44,100 58%
Sub Total 317,625 2,207,675 24,390,332 22,182,657 91%
Revolving Revenue
MSGB Watermaster-SG River Watermaster 0 76,000 76,000 0 0%
Other Administrative Revenues
Interesi ~16,763 1,076 49,497 48,421 98%
Taxes 28,513 70,982 300,000 229,018 76%
Other Income 1,378 3,568 5,000 1,432 0%
Sub Total 13,129 75,626 354,497 278,871 79%
TOTAL ADMINISTRATIVE REVENUES 330,754 2,359,301 24,820,929 22,461,528 30%
| CAPITAL PROJECT FUND REVENUES
Recycled Water Revenues
Recycled Water Sales 52,204 387,530 540,000 . 152,470 28%
Upper Recycled Waler Surcherge Revenue 92,567 B54,211 1,383,000 738,789 53%
Metropolitan Water District LRP Funds 23,107 106,644 215,000 108,356 50%
Parcel/Standby Charge 0 35,094 1,650,000 1,614,908 28%
erest 0 O 4,000 4,000 100%
Sub Total 167,878 1,183,480 3,802,000 2,614,520 69%
Capital Program Revenues
U.S. Bureau of Reclamaticn 0 618,908 150,000 -468,909 -313%
Slate Water Resources Control Board 289,112 1,672,617 [y} -1,672,617 n/a
Other O 0 615,000 615,000 100%
Sub Total 289,112 2,291,625 765,000 -2,144,525 -280%
Water Use Ef ncy Revenues
Qther Conservation Program Centrikutions 0 4,108 311,000 306,992 99%
High Efficiency Toilet (HET) Retrefit Program 0 116,500 0 -116,500 nfa
Sub Total 0 120,609 314,000 190,392 61%
TOTAL CAPITAL PROJECT FUND REVENUES 456,990 3,595,613 4,878,000 663,387 14%
[ OTHER FUND REVENUES |
Water Quality and Supply Program Revenues
Interest 15,127 16,127 11,000 -5,127 -47%
Sub Total 16,127 16,127 11,000 -5,127 A7%
Rate Stabllization Fund Revenues
Interest 636 636 4,000 3,364 84%
Sub Total 636 636 4,000 3,364 84%
TOTAL OTHER FUND REVENUES 16,763 16,763 15,000 -1,763 -12%
TOTAL REVENUES 804,507 5,971,677 29,713,829 23,123,152 78%
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ADI

ISTRATIVE AND OFPERATING EXPENSES |

Personnel Expenses
Employee Salaries

Employee Bepelits
Retired Employee Benefils
Employee TraveliConference
Sub Total

actor Expenses
Director Com)

Direclor Benefits

Retired Directer Benefits
Direc  Public Qutreach
Directar Travel/Conference

salion

Sub Total

Pension Expense
CalPERS-Employees, Directors, Retirees
Sub Total

O :Expenses
Office Supplies/Equipment

Equipment Operations & Maintenance
Computer Systems
DuasMemberships/Assessments
MeetingE  nse

Sub Tot

Facility Expenses
Building Maintenance

Liabilitv/Propery su e
Officc ase
Telepncnefl,  ies
Sub Tot

Profession iervices
Legal/Financial
Ennineering
Au r
Recruilment/Others/Temp Services
Public Informalion/Outreach
Sub Total

Allgcation to Projects and Programs
SalariesfQverhead Allocated to Projects

Sub Tetal
TOTAL
Water Purchases
Tier 1 Treated
Tier 1 Unlreated
MWD Capacity Charge
MWD Ready-{o-Serve Charge
Sub Total
Revolving Expenses
San Gabrie! River Watermaster
Sub Total
TOTAL

TOTAL ADMINISTRATIVE EXPENSES

FOR THE MONTH ENDED NOVEMBER 390, 2013
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AMOUNT OF PERCENT OF
FY ACTUAL FY ACTUAL FY 2013-14 BUDGET BUDGET
MONTH YEAR-TO-DATE BUDGET REMAINING REMAINING
58% @ 11-30-13
97,754 427,762 1,258,000 830,238 66%
21,216 93,417 340,000 246,583 73%
6,266 26,185 89,000 62,815 71%
3,446 8,897 45,000 36,103 80%
128,682 556,260 1,732,000 1,176,740 68%
13,983 67,170 172,500 105,330 61%
7.297 34,450 110,000 75,550 69%
6,509 28,438 98,000 69,562 1%
2,360 13,836 25,000 11,164 45%
2,020 14,405 40,000 25,595 64%
32,169 168,299 445,500 287,201 64%
29,848 147,731 470,000 322,269 69%
29,848 147,731 470,000 322,269 69%
1.305 15,666 57,500 834 73%
1,717 12,536 31,827 19,291 61%
8,026 42,607 56,400 13,793 24%
0 72,691 150,000 77,309 52%
1,474 10,588 33,000 22412 68%
12,522 154,089 328,727 174,638 53%
0 1 5,000 4,989 100%
0 40,620 38,192 -2,428 -6%
17,211 86,055 207,048 120,993 58%
723 4,176 7,200 3,024 42%
17,934 130,862 257,440 126,578 49%
4,798 28,483 136,000 107,517 79%
7,156 27,671 52,500 24,829 47%
0 12,000 40,000 28,000 70%
15,619 113,236 45,000 -68.236 -152%
0 11,436 50,000 38,564 7%
27,573 192,825 323,500 130,675 40%
0 -140,243 -1,227,780 -1,087,537 89%
0 -140,243 -1,227,780 -1,087,537 89%
248,728 1 9,823 2,329,387 1,129,564 48%
446,681 1,474,337 2,596,727 1,122,390 43%
o 1] 17,197,000 17,197,000 100%
0 44,160 6,790 142,630 76%
0 391.872 1,567,489 1,175,617 75%
446,681 1,910,369 21,648,008 19,637,637 91%
0 76,000 76,000 0 0%
0 76,000 76,000 0 0%
446,6¢ 1,986,369 21,624,006 19,637,637 91%
695,409 3,186,182 23,953,393 20,767,201 87%
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I RECYCLED WATER PROGRAM EXPENSES |

Water Purchases-Recycled Waler
SWRCB Loan Repaymeni
Salaries and Overhead Allocation
Standby Charge Developmentimplementation
Lobbyist
Operation and Maintenance Phase |
Operation and Maintenance Phase IlA
Operation and Maintenance Phase (1B
Sub Total

TOTAL RECYCLED WATER EXPENSES

I CAPITAL PROGRAM EXPENSES l

San Gabrie! Valley Water Recycling Project

Construction Phase 1A
Construction Phas= 1B
Engineering Phase .
Engineering Phase
Engineering - General
Engineering - Other Project
Project/Construction Managemen
Recycled Water Groundwaler Recharge Project
Permits/Right of Way

Lega! and Financial

Salaries & Overhead Allocalion

Sub Total
Other Capifal Program Expenses
Stormwater
Sub Tofal

TOTAL CAPITAL PROGRAM EXPENSES

STORMWATER PROGRAM EXPENSES I

Stormwater Program

Professional Services
Salaries and Overhead Allecation
Sub Total

TOTAL STORMWATER EXPENSES

¥ MUNIGIPAL WATER DISTRI
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AMOUNT OF PERCENT OF
FY ACTUAL FY ACTUAL FY 2013-14 BUDGET BUDGET
MONTH YEAR-TO-DATE BUDGET REMAINING REMAINING
58% @ 11-30-13
54,405 239,961 540,000 300,039 56%
0 188,281 722,000 533,719 74%
0 21,779 264,290 242,511 92%
0 4,114 19,000 14,886 78%
4,800 13,722 25,000 11,278 45%
] 0 9,900 9,900 100%
0 92,982 234,000 141,018 80%
11,495 41,518 108,000 66,482 82%
67,700 602,357 1,922,190 1,319,833 69%
67,700 602,357 1,922,190 1,319,833 69%
Q 0 0 0 0%
0 461,950 1,565,000 1,103,050 70%
0 0 ] ] 0%
11,641 57,041 0 57,041 0%
4,913 23,628 107,500 83,872 78%
1,995 3,255 100,000 96,745 7%
16,117 44,834 120,000 75,166 63%
68,249 225,534 999,000 773,466 7%
0 6,228 ] 6,228 0%
17 1,434 10,000 8,566 86%
0 52428 432,600 380,172 88%
103,032 878,331 3,334,100 2,457,769 4%
2,205 15,855 300,000 284,145 95%
2,205 15,855 300,000 284,145 95%
105,237 892,186 3,634,100 2,741,914 75%
1,050 14,275 60,000 45,725 T6%
a 0 24,400 29,400 100%
1,050 14,275 89,400 75,125 84%
1,050 14,275 89,400 75,128 84%
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AMQUNT OF PERGENT OF
FY ACTUAL FY ACTUAL FY 2013-14 BUDGET BUDGET
MONTH YEAR-TO-DATE BUDGET REMAINING REMAINING
WATER CONSERVATION/EDUCATION 58% @ 11-30-13
PROGRAM EXPENSES
WATER USE EFFICIENCY
Residential Programs
Residenliat Retrofil Program 0 116,500 150,000 33,500 22%
Residential Water Efficiant Rebale Program 240 1,450 0 -1,450 0%
Sub Total 240 117,950 150,000 32,050 21%
Commerciatindustrialiinstitution Programs
Cll Water Efficiency Survey and Retrofit Program 0 18,504 100,660 81,496 8%
Sub Total 1} 18,504 100,000 81,496 1%
Landscape Programs
Landscape Retrofit Pregram 0 0 400,000 400,000 100%
Tud Removal Program 0 a 0 0 0%
QOthar Landscape Programs 0 a 235,000 235,000 100%
Sub Total 1] 0 635,000 400,000 63%
Sub-Agency Agsistance Program
Water Use Efficiency Plan 0 0 0 o 0%
Allocation to Conservation Programs
Salares & Qverhead 3 22,738 105,000 52,262 78%
Sub Total v} 22,738 105,000 82,262 78%
TOTAL WATER USE EFFICIENCY EXPENSES 240 159,192 950,000 595,808 60%
EDUCATION & COMMUNITY QUTREACH
Watershed Programs
Natural Vegelation Restoration Program Q 4,357 20,000 15,643 T8%
Sub Total ¢ 4,357 20,000 15,643 T78%
Educational Programs
Walter Awareness Youlh Arl Conlests 0 5,978 10,000 4,022 40%
Educational Aclivilies/Sponsorships 29,237 56,726 146,000 89,274 81%
Educaticnal Matenals/Grant Program 0 16,462 20,000 3,538 18%
Educational Qutreach Programs/Events 1] 0 1] 0 0%
Sub Total 29,237 79,166 176,000 96,834 55%
Qutreach and Information Programs
Public Workshops/Seminars 0 17,184 45,000 27,816 62%
Conservation Devices/items g o] 10,000 10,000 §00%
Bottled Water Program 0 7,366 33,000 25,634 78%
Displays/Fairs/Presentations 0 0 5,000 5,000 100%
Conferences/Meelings 0 989 4,500 3,511 78%
Publi¢ Information a 17,129 30,500 13,371 44%
Technical Assistance 0 0 10,000 10,000 100%
Legal/Financial 663 1,580 3,000 1,420 47%
Sub Tetal 663 44,249 141,000 96,751 69%
Allocation to Conservation Programs
Salaries & Overhaad 0 22,737 105,000 82,263 8%
Sub Total 0 22,737 105,000 82,263 78%
TOTAL EDUCATION & COMMUNITY OQUTREACH
EXPENSES 29,900 160,509 442,000 291,491 66%
TOTAL WATER CONSERVATION EXPENSES 30,140 309,701 1,432,000 887,299 62%
WATER QUALITY AND SUPPLY PROGRAM EXPENSES I
Polley 9-00-8 Groundwater Remediation Projects
Engineering for Water Supply Projects 1,670 14,657 60,000 45,343 76%
Legisalive Consultanl 24,000 105,731 285,000 159,269 60%
Quiside Services 1,802 8,863 25,000 16,137 65%
Sub Total 27,472 129,252 350,000 220,748 63%
Urban Waler Management Plarn/Related Studies 0 0 o] 0 0%
Project Coordinalion/Cutreach Q 0 0 o 0%
Integrated Resource Management Plan 1,288 6,042 25,000 18,158 73%
Water Supply Refiabifty PlavEmergency Preparedness 0 o) 100,000 100,000 100%
Basimvide Integrated Groundwater/Surface Water Model 4} o 200,000 200,000 100%
Long Range Finance Plan/Cihers 0 0 75,000 75,000 100%
Legal ang Financial 253 3,324 6,000 2,676 0%
Sataries and Qverhead Allocation 0 20,561 291,490 270,929 93%
Sub Totat 1,541 30,727 697 490 666,763 96%
TOTAL WATER QUALITY AND SUPPLY EXPENSES 29,013 159,979 1,047,480 837,511 B5%
TOTAL EXPENSES 928,549 5,164,090 32,078,573 26,670,883 83%
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Beard of Directon:

Anony R Faliow, Ph. O, Diviseon 1
Chanes M Tiew ko, Dwsan 2

Ed Chavez, Division 3

Mcnasd Touhey Division 4

Brysn Unas Do S

The Honorable Board of Directors
Upper San Gabriel Valley Municipa! VWater District

The Upper San Gabrie! Valley Municipal Water District (Upper District} staff Is pleased to present the
Upper District's Comprehensive Annual Financial Report (CAFR) for the fiscal years ended June 30,
2013 and 2012, This report 1s prepared in accordance with the guidelines set forth by the
Governmental Accounting Standards Board (GASD)

Management assumes full responsibility for the completeness and reliability of the informahon
contained in this report, based upon a comprehensive framework of interna! control estabiished for
this purpose. Because the cost of internal control should not exceed anticipated benefits, this effort
provides reasonable, rather than absolute, assurance that the financiat statements contain no
materal misstatements.

Vasquez & Company LLP, Certified Public Accountants, has issued an unmodified {"clean”} apinion
on the financial statements for the years ended June 30, 2013 and 2012 The independent auditors’
report is located at the front of the financial section of this report

The CAFR consists of five parts, all of which are part ¢of this package: 1) Introductory Section that
includes this lettar of transmittal, 2) Financial Section, including the management's discussion and
analysis (MDA&A) that provides a narrative introduction, overview and analysis of the basic financial
slatements. 3) Basic Financial Statements. 4} Required Supplementary Information, and 5)
Statigtical Section

The MD&A complements this letter of transmittal and should be read in conjunction with it.

Profile of the Upper District

History

The Upper District, formed by voters in the San Gabriel Valley on December 8, 1959 to help solve
water problems in the rapidly developing San Gabriel Valley, was incorporated on Janpuary 7, 1960
On March 12, 1963, residents of the Districl voted to annex to the Metropolitan Water District of
Southern California (MWD), to provide supplemental water, first from the Colorade River and later
the State Water Project, to replenish local greundwater supplies,

The Upper District played a vital role in determining water rights within the Main San Gabniel Basin
by acting as ptaintff in the 1973 count case of Upper San Gabriel Valley Municipal Water Dastrict,
Ptaintiff, v. City of Alhambra, et al, Defendants This case brought about the creation of the Main San
Gabnel Basin Watermaster, ordered by the court o administer and enforce provisions of the
Judgment.

602 E | an an | a, CASIONG {8 2297 |p 3 ] 57 {lan} usg
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Upper District Board of Directors

1
N

Local Economy

Division 1 — Director Dr. Anthony R Fellow
Representing all or parts of Arcadia, Bradbury,
El Monte, Monrovia Rosemead and Temple City

Division 2 — Director Charles M Trevifio
Representing all or parts of Arcadia, Rosemead San Gabriel,
South Pasadena, Sauth San Gabrie! and Temple City

Division 3 — Director Ed Chavez

Representing all or parts of Avocado Heighls, Bassett, City of
Industry, Hacienda Heights, La Puente, North Whittier, Spy
Glass Hill, South El Monte, Valinda and West Covina

Divisior 4 — Director Michael Touhey
Representing all or parts of Azusa, Covina, Glendora,
Irmindale and West Covina

Division 5 — Director Bryan Urias
Representing all or parts of Baldwin Park, Duante, El Monte
and Irwandale

California’s economy showed signs of recovery in 2011 from the deep recesston that began in 2008.
The state economy also showed consistent gains in 2012, with the unemployment rate dropping to
single digits for the first time in neariy four years Experts forecast a 2 1% and 3.0% gross state
product growth rates in 2013 and 2014, respectively

it
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The Los Angeles County's economy conbinues to improve and the county unemgloyment rate is
anticipated to drop from 11.1% in 2012 to less than 10.0% in 2014.

San Gabriel Valley showed modest growth in recent years Between 2000 and 2012, the Valley's
population grew by 1.6%, compared with 3.9% in the Los Angeles County and 11.2% in Calfornia
Employment in the San Gabriel Valley increased by 1.0% to about 605,400 total jobs in 2012, As
economic recovery gains momenturn, San Gabriel Valley businesses are expected to create 5,800
new jobs in 2013, San Gabriel Valley regional payrolls amounted to about $27 7 billion in 2012, a
2.5% increase from 2011 levels due mostly to increases in job counts, In 2013, total payroll is
expected to increase by 2.8%. San Gabne! Valley's large Asian population continues to provide a
significant economic advantage It is anticipated that the Valley will be one of the main destinations
of the growing Chinese direct investments into the Los Angeles County.

Major Inftiatives

Consistent with its mission, Upper District strives to help local retail water providers manage their
waler supply safely and cost-effectively by improving water quality and increasing supply reliability.
This is a challenging goal because factors such as climate, legislation, regutations, government
policy, economics, populaton and market demand change and, thus, affect the Upper Dustrict's
planning and operations Upper Distnct's pnmary function has been to provide supplemental water
to ils retail water providers, sourced from the Slate Water Project, the Colorado River, and more
recently, in the form of recycled water.

Integrated Respurces Plan {IRP)

In May 2011, the Board authorized the preparation of the San Gabrel Valley's first Integrated
Resources Plan (IRP). The IRP, completed in 2012, defines a long term strategy for investments in
a balanced portfolio of water supplies that are reliable and affordable in the long term.  Upper
District is currently implementing the strategy defined in the IRP. which includes the Recycled Water
Program described below. The IRP will be updated regularly to adapt to changing conditions. Upper
District sirives to work with all stakeholders to implement innovative conservation, recycling and
slorm water capture projects to improve long-term water supply reliablity

Recycled Water Program

Recycled water is a key part of the Upper District's overall strategy of supplementing local water
supplies. Recycled water is being used throughout California to irrigate golf courses, parks, freeway
tandscaping and crops. It is also being used to replemsh groundwater basins, to serve as a barrier
o seawater intrusion, and by industry for cooling processes and other purposes. Recycled water
directly offsets the need to import increasingly expensive water that is pumped from the sensitive
Bay-Delta ecosystem.

Upper District’'s success in proactively advancing water recycling is largely attributable to the support
of its partners' the United States Bureau of Reclamalion (USBR); State Water Resources Control
Board, Metropolitan Water District, Sanitation Districts of Los Angeles County, Main San Gabnriel
Basin Watermaster, local retail water providers and many others who have contributed to the
successful development of recycled water in the San Gabriel Valley.

Indirect Reuse Action Plan (IRAF)

On December 6, 2011, the Board adopted an |ndirect Reuse Action Pian ({IRAP} which set forth
specific tasks to advance a major project that involves use of highly treated recycled water for
groundwater recharge |mmediate work tasks were identified for imptementation. These tasks
include: research to identify the most appropriate treatment technolegy: pipeline right-of-way study, a
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USBR Titie XVI feasibihty analysis, and a financing plan. Pilot testing of alternative treatment
technologies is underway and will be completed in mid-2014. A preliminary pipeline rnght-of-way
study was completed in 2012, Preparation of the USBR Title XV feasibility analysis has begun andg
will be complete by September 2014, The Indirect Potable Reuse project will provide 10,000 acre-
feet or more of highly treated recycled water for groundwater replenishment annually.

Direct Reuse

The Diract Reuse Pragram includes the phased construction of a recycled water distnbution system
used to provide water for irigation purposes. Qver 347 million was invested since 2007 to construct
a direct reuse recycled water distnbution system consisting of more than 24 miles of distribution
pipetine. The major components of the direct reuse system are summarized below All components
of the system are in sarvice with the exception of the last two phases of the City of Industry project
which will be complete in early 2014.

Whittier Narrows

The Upper District's Whiltier Narrows VWater Recycling Project supplies the 2,500 acre
Whittier Narrows Recreation Area with about 400 million gallons of recycled water each year,
The recycled water provides irngation for a large public park, soccer, baseball and softball
fields as well as the 1B8-hole Whittier Narrows Golf Course.

South E| Monte High School

The Upper District converled South El Monte High Schoo! to recycled water for irrigating
campus green areas and athletic fields. Recycled water used at the high school will conserve
rearly 17 million gallons of drinking water each year, enough to supply about 100
households

Rose Hills Memonal Park

In early 2006, Upper Distnct converled Rose Hills Memonal Park to recycled water for
irrigation purposes. Prior 1o using recycled water, Rose Hills used approximately 184 million
gallons per year or about 500,000 gallons per day of drinking water for irrigation. By using
recycled water, Rose Hills now saves enough drinking water in a year to supply about 1,200
average single-family homaes. As part of this project, an additional 21 million gallons of
recycled water per year are provided to Rio Hondo College, Mill Elementary Scheol and
Gateway Pointe Industrial Park for irrigation purposes.

Rosemead Extension

The San Gabriel Valley Water Recyclng Project Phase IIA - Rosemead Extension consisis
of recycled water pipelines extending north and west from the Whiltier Narrows Recreation
Area to supply approximately 98 million gallons of recycled waler per year to Southemn
California Edison corporate hsadquarters, Panda Express corporate headquarters, and
several nurseries, schools, and businesses.

City of Industry

In 2010, Upper District's City of Industry Water Recycling Project began providing recycled
water for irtigation purposes by extending an existing recycled water pipeline, strefching from
the City of Industry through Hacienda Heights, to West Covina, Upon completion of the final
two phases of the project in early 2014, the project will supply mare than 400 million ga'lons
of recycled water per year for irrigation to a landfill, golf course, baseball complex, schools,
parks, medians, and green belts in the San Gabriel Valley,
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Water Use Efficiency

The IRP calls for additional investment in water use efficiency to reduce water use by an additicnal
5,000 acre-feet per year In August 2012, the Board of Directors adopted a Water Use Efficiency
(WUE} Master Plan. The WUE Master Flan wae developed to provide a goal-oriented, performance-
based and cost-effective strategy for a practcal, jong-term approach to design and implement water
usa efficiency measures.

Waler Conservation and Education

Water censervation is an important and low-cost method of preserving our water supply and is a
critical part of an effective water supply pregram. In California and the San Gabriel Valisy, cities,
water companies, utilities and water districts are deeply involved in conservation efforts and public
education that premote water conservation. Informing residents and employsrs about water-use
efficiency is the top priority of the Upper District's publc education program.

Residential Programs

High Efficiency Toilet {HET} Retrofit Program - In 2013, a tolal of 2,330 HETs were
distributed During the fiscal year, Upper District provided a total of $116,500 in incentive

payments o the producers for this program from MWD's Conservation Credits Program,

Residential Rebate Program - Through MWD's So Cal Water Smart Regional Rebate
Program, Upper Dstrict residents are offered rebates for refrofitting several types of high
water-use fixturesfequipment with water efficient devices. Rebate itéems include; High-
Efficency Clothes Washers {HECWSs), Weathesr-Based Irngation Coentrollers {(WBICs), and
Rotating Sprinkler Nozzles. Rebates for residential devices provided duning the fiscal year
12-13 wili produce approximately 530 acre feet (192 million galions) of Iifebime water savings.

Commaercial, Industrial and institutional (CH) Prograrns

CH Rebate Program - Through the Save Water, Save A Buck Program. Southern Califorrua
businesses are ehgible for rebates to help encourage water use efficiency and conservation.
This program offers cash rebates on a wide vanety of water-saving technologies including
High-Efficiency Tolets and Urinals, WBICs for outdoor landscaping, as well as many
industry-specific water conserving devices. Rebates for Cll devices prowded during the
fiscal year 12-13 will produce approximately over 135 acre feet (44 milion gallons) of lifetime
waler savings.

Landscape Programs

Large Landscape Survey and Retrofit Program - The abjective of the Large Landscape
Survey and Retrofit Program is to actively increase large landscape irrigation efficiency at Cll

sites, The program offers free irrigation assessments to large landscaped Cl) sites in the
Upper District's service area. As part of the program, the Upper District offers some funding
to pay for implementing survey recommendations. During the fiscal year ended June 30,
2013, 11 surveys were conducted that involved recommendations for 20.52 acres of irfigated
landscape

Wireless Seil Moisture Sensor Demanstration Project - Five potential schoal sites have
been identified as geod locations to install wireless moisture sensor technology to
demonstrate significant water use savings.

vi
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Sustainable Landscape Demanstration Program - To belter integrate and communicate
the need for ko impact, sustainable cutdoor fandscaping, this program will convert high-
water-need landscaping in five public spaces to drought tolerant and low impact gardens.
Five sites {one demonstration site focated in each division) have been selected with the
intent of reducing the sites' water footprint by Inslafiing high-efficiency irrigation
equipment and low-water-use plants. Sites will be canstructed in visible and accessible
public locations to provide a focus point for the community that demonstrates sustainable
landscaping. The project will also demcnstrate the benefits of on-site slorm water
retention and capture.

Technical Assrstance

Water Use Efficiency City Ordinance Assistance - The Upper District continued to offer
technical assistance through the end of 2012 to help cities within its area expand their
existing water conservation measures to meet federal and state water efficiency
standards and also improve Sierra Club scorecard rankings. Six citles (Baldwin Park,
South Pasadena, La Puente, Rosemead, San Gabriel, and South Ei Monte) responded
to Upper District's offers for assistance and some expressed interest in further
information. As part of Upper District's assistance, an Crdinance Guidance Summary
was developed with the objective of assisting cities in developing effective and sensible
water conservation ordinances,

Education and Community Qutreach Programs

Watershed Restoration Program - This program is a cooperative partnership between the
Upper District and the U.S. Forest Service that incorporates volunteers inte efforts to protect
and maintain the local watershed. Program activities typically include collection of native
seeds, planting of saphngs and trash removal. Since the program began in 1891, abeout
135 500 saplings and thousands of acres of chaparrat have been planted.

4ih - 6th Grade Sustainable Walershed Education Program - 2013 marks the first year
that Upper District partners with the Discovery Science Center (DSC) and THINK
Together to provide 4th-8th grade student curriculum that focuses on water use
efficiency, highlights watershed issues, and groundwater awareness Offered free to
parhcipating schools, the program inciudes interactive assemblies for fourth and fifth
graders and in-cfass hands-on workshaps for sixth graders. Schools that currently work
with THINK Together to provide afterschoe! instruction will also benefit. THINK Together
offers afterschoo! instruction that complements and expands the in-school curriculum
associated with water-related topics

The program kicked off during the spring and 2,184 students have participated in the
assemblies and hands-on workshops

Water Ffficient | andscape Classes - Throughout the year, a number of water efficient
landscaping and gardening courses are offered, free of charge, to the public. Courses have
been offered in both Spanish and English, As of June 30, 2013, over 1,000 people have
participated in these classes since its inception in 1992,

Solar Cup - A youth program sponsored by MWD, Solar Cup provides high school teams the
hands-on opportunity lo build solar powered beats that they compete in race and endurance
categories. This three-day event is the culmination of several months of planning and
building that offers student participants an oppertunity to learn about natural resources, the
development/use of altemnative fuel sources, the protection of water qualily, as well as

il
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program management skills. The Upper District has sponsored 35 teams since the program
began in 2003.

Water Awareness Arl Contest - The Upper District's “Water is Life" art contest inspies
students to think about how imporant water is to all Iife and encourages youth o express the
value of water through their artwork. The contest has 4 categories: K-2, 3-5, 6-8 and 9-12th
grade.

Water Education Grant Pro;:_:;ram - This program offers up to §1.000 grants for a classroom or
school project, from K-12" grade, that furlhers a better understanding of water as a vital

resource and the important role it plays in Southern California. The program began in 2004
and 1o date, 61 applicants have been awarded a total of $44,000 in grants

Relavant Financial Policies

Internat Contral Structure

Management is responsible for establishing and maintaining an intermal control structure that
ensures thal assels are protected from loss, theft, or misuse. The internal ¢ontrol structure also
ensures that adequate accounting data are compiled to allow for the preparabon of financial
statements i conformity with generally accepted acceunting principles. The intemnal contrel structure
is designed to provide reascnable assurance that these objectives are met. The concept of
reasonable assurance recognizes that (a} the cost of a control shou!d not exceed the benefits likely
to be denved, and (b) the valuation of costs and benefits reguires estimates and judgments by
management

Investment Policy

Annually, the Board of Directors adopts an investment policy consistent with the requirements of the
California Government Code. In order of prionty, three fundamental crteria are fellowad by Upper
District in the investment program:

(a) Safely of Principal - Investments shall be undertaken in a manner that first seeks to
ensure the preservation of principal in the porifolio. Each investment transaction
shail be entered into after taking into consideration the qualty of the issuer, the
underlying security or collateral, and diversilication of the portfolio.

(b Liquidity - Investrments shall be made so that the matunty date 1s compatible with
cash flow needs and safety of principal.

(c) Retum on Invesimant - Investments shall be undertaken to produce an acceptable
rate of return afler first considering satety of principal and liquidily and the prudent
investor standard.

Budaoet Process and Contrels

Upper District ulilizes and adepts an annual budget as a management tool. As part of its budget
process, the Upper District conducts budget workshops to encourage stakeholder participation and
input prior to adoption of the final budget. Monthly financial statements showing budget-to-actual
comparison and analysis are presented to the Board of Directars.

vili



DRAFT 12/17/13

Water Rates

Pursuant to Water Code Section 71614 el seq ., Upper District establishes water rateés and charges
through a resolution by the Board of Directors. Prior to adoption of the water rates and charges,
workshops are held to solicit input from all stakeholders.

Awards and Acknowledgaments

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excelience in Financial Reporting to the Upper Distnict for its CAFRs
for the fiscal years ended June 30, 2012 and 2011. In order to be awarded a Certificate of
Achievement, the Upper District had to publish an easily readable and efficiently arganized CAFR
that satisfied both generally accepted accounting principles and applicable program requirements.

A Cerlficate of Achievement for Excellence in Financial Reporting is valid for a period of one year
only. However, we beflieve that our current CAFR continues to meet the Certificate of Aclevement
for Excellence in Financial Reporting Program'’s requirements, and we are submitting it to the GFOA
to determine its gligibility for another cerificate.

The preparation of this report was accomplished by the combined efferts of Upper District staff. We
appreciate the dedicated efforls and professionalism thal our stafl members bring to the Upper
District. Ve would also like to thank the members of the Board of Directors for their continued
suppor in the planning and implementation of the Upper Distnict's hscal policies.

Respectiully submitted,

_ C Le _
Shane Chapman CvoiyL Wi muouiyguss
General Manager Chief Financial Officer

x
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Report of independent Auditors

The Honorabla Members of the Board of Directors
Upper San Gabriel Valley Municipal Water District

Repaort on the Financial Statements

We have audited the accompanying financial statements of Upper San Gabriel Valley Municipal
Water District {the Upper District) as of and for the years ended June 30, 2013 and 2012, and the
related notes to the financial statements, which collectively comprise the Upper Distnct's basic
financial statements as listed in the table of conlents.

Management's Responsibility for the Financial Statements

Management s respensible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of Amenca; this
includes the design, implementation, and maintenance of internal controf retevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
tc fraud or error.

Auditors’ Responsibility

Our responsibility 1S to express opinions on these financial slatements based on our audits We
canducted cur audits in accordance with auditing standards generally accepted In the United States
of Amenca and the standards applicable to financial audits cortained in Govermment Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reascnable assurance about whether the financial
statements are free from matenal misstatement.

An audit involves performing procedutes to obtain audit evidence aboul the amounts and
disclosures in the financial statements The procedures selected depend on the auditors' judgment,
including the assessment of the risks of material misstatemnent of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditors consider intermal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in lhe circumstances, but not for the purpose of
expressing an opinion on the eflectiveness of ithe entity's internal control. Accordingly, we express
no such opinion. An audit alsc includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evalualing the overall presentation of the financiat statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions

Opinion

In our opinicn, the basic financial statements referred to above present fairly, in all material
respacts, the financial position of the Upper District as of June 30. 2013 and 2012, and the changes
in inancial position, and cash flows thereof for the years then ended in accordance with accounting
pninciples generally accepted in the United States of America.
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Other Matters
Required Supplementary infoermation

Accounhting prnciples gererally accepted in the United States of America require that the
management's discussion and analysis on pages 3 through 7, and the required supplementary
information on page 27, be presented to supplement the basic financial statements. Such
informalion, although not a part of the basic financial statements, is required by the Govemmental
Accounting Standards Board, who considers it tc be an essential part of financial reporting for
placing the basic financial statements in an appropnate operational, economic, or histoncal context
We have applied cerain limited precedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of Amenca, which consisted of
inquiies of management about the methods of prepanng the information and comparing the
infarmation for consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we oblained during our audit of the basic financial statements. We
do nol express an opinon or provide any assurance on the informalion because the limited
procedures do not pravide us with sufiicient ewvidence to express an opmmion or provide any
assurance.

Other Information

Cur audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Upper District's basic financial statements The introductory section and
statistical sechion are presented for purposas of additional analysis and are not a required part of the
basic financial statemenls.

The introductory and statistical sections have not been subjected to the auditing procedures applied
in the audit of the basic financial statemenrts and, accordingly, we do not express an opinicn or
provide any assurance on them.

Implementation of New Accounting Sfanderds

As disclosed in the Note 1 to the financial statements, the Upper District implemented Governmental
Accounting Standards Board (GASB) Statement No. 63 and implemented GASB Statement No. 85
in advance during the fiscal year 2013 Among these new GASE Statements, GASB Statement No.
63, Financial Reporting of Deferred Outflows of Resources, Deferred inflows of Rescurces, and Nel
Position; end GASB Statement No. 65, llems Previousfy Reporled as Assets and Liabdities, have
significant impact over the Upper Distnct's inancial statements. Our opinion 15 not medified with
respect 1o that matter.

Other Reporting Required by Government Auditing Standards

Jance with Govemment Auditing Standards, we have also issued cur report datec

n our consideration of the Upper District's internal control over financiai reporting v v
.. ....5 of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reparting and compliance and the results of that testing, and not to
pravide an opinion on internal cantrol over knancial reperling or on compliance. That reporl is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the Upper District’s internal conlrol over financial reporling and compliance,

>alfomia
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Upper San Gabrisl Valley Municipal Water District
Management's Discussion and Analysis
Junse 30, 2013 and 2012

The following Management's Discussion and Analysis {MD&A) provides an overview of the financial
performance and activities of the Upper San Gabriel Valley Municipal Water District (the Upper
District) for the fiscal years ended June 30, 2013 and 2012. We encourage readers to consider the
information presented here in conjunction with the transmittal lelter in the Introductory Section and
with the basic financia! statements and related notes. which fallow this section

Required Financial Statements

The Upper District is a wholesale water utilily enterprise and présents its financial statements using
the economic resources measurement focus and the full accrual basis of accounting. As an
enterprise fund, the Upper District's basic financial statements include the statements of net position,
statements of revenues, expenses and changes in net position and statements of cash flows, The
financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data.

The statement of net position presents information on all of the Upper District's assets and deferred
outllows of resources and liabilities and defemed inflows of resources, with the dilference between
the two reported as net position.  Qver time, increases or decreasas in net position may serve as a
useful indicator of whether the financial position of the Upper District is improving or deteriorating.

The statement of revenues, expenses and changes In net position presents information showing
how the Upper District's net position changed during the most recent fiscat year. All changes in net
position are reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows Thus, revenues and expenses are recognized on the accrual basis.

The statement of cash flows is related to the other financial statements by the way it links changes in
assets and deferred outflows of resources and liabiliies and deferred inflows of resources to the
effect on cash and cash equivalents over the course of the fiscal year,

The notes to the financial statements provide useful information regarding the Upper District's
significant accounting policies, and they explain sigrificant account balances and aclivities, certain
material risks, obligations, commiiments, contingencies and subsequent events, if any.

Financial Highlights

The statement of revenues, expenses and changes in net position shows an increase of $3.40
million in net position for the fiscal year ended June 30, 2013 atlributable to the foliowing:

» QOperating revenues decreased by 16%. or about 32.48 million, primarily due to lower sales of
imported water for groundwater recharge Negative impact of this decline in water sales was
partially offset by a corresponding decrease in cost of water purchases from Metropolitan
Water District of Southem California (MWD}

» Conlributions received for capital construction projects from federal and state grants
increased by $3.28 milion from last fiscal year's §1 85 million. Of this amount, $1.25 million
represents final reimbursement under a Title XVI grant from USBR for the Upper District's
recycled water program During the year, Upper Districl also received $0.60 million additional
funding related to the closeout of the American Recovery and Reinvestment Act (ARRA)
grant.
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Upper San Gabriel Valley Municipal Water District
Management’s Discussion and Analysis
June 30, 2013 and 2012

~ Construction activities for the San Gakbriel Valley Water Recycling Program Phase (18 City of
Industry Recycled Water Project (City of Industry Project), partially funded by State Revolving
Fund and ARRA monies, continued during fiscal year 2012-2013,

Mare information on the financial statement variances is covered in the nexl sections

Finanzial Analysis of the Upper District

The staterments of nel position and the statements of revenues, expenses and changes in net
position report provide an indication of the Upper District’s financial health,

The following tables summarize the Upper District's financial condition and the changes n 1its net
position for the past three years.
Statements of Net Fosition

Condensed Statements of Net Position

Charngea
June 30 201 AH12 201d 2011
2013 2612 2047 Dxca it Dol
Asnets (tn thousands)  {Introusands} (0 thousancs] (nihousands) Fecelags  {(in thousands) Percentsge
Cumenl as seds 5 1606 § 18 555 % 5557 % 1,251 67 § 7.002; 27 4%
Capita’ asseis, nat 51650 £1 032 35,875 10,613 25 9% 2,037 14 1%
Teial aasels 71458 53587 81.532 11.869 189% 4, 845 -3 2%
Liaktulities
Cumrgnt igbilitics 1,821 2230 6,304 629 -8 O {£,0%4} £ 1%
Moncument | aolibes 13,465 £ 774 1,804 o, 182 215 1% 2 450 1M 3%
Torm Fakairties 15,087 6,924 8,18 &,wG3 13 2% {1,604} 18 ™%
Defered (nfliows of Resources 174 65 3] 3] 23 A% 259 4316 7%
Mot Fasiton
Hed yrvestment 0 caplal 3s5eis 38.19% ar.5e2 M oTel 1613 4 3% 2,562 8 1%
Urrestricted 17 000 15,218 18618 1,784 11 7% {3,402} -1 3%
Tola it pod 1o 3 1Es 5 52798 § 53,398 % 3,387 E4% § jizlre}] -1 1

As shown above, Upper District’s total assets exceeded liakililies and deferred inflows of resources
by $56 20, §52 80 million and $53.40 miltion as of June 30, 2013, 2012 and 2011, respectively, or an
increase in net posilion of $3 40 million between 2013 and 2012 and a decrease in net position of
50,60 million between 2012 and 2011

Assels

Increase in current assets of about $1.25 milhon from 2012 to 2013 is primarily attributable to
amounts receivable from the USBR representing final reimbursements fram Tille XVl and ARRA
grants. As of Jung 30, 2012, the Upper District's current assets decreased by S7 million from the
pricr year mainly due to; lower water sales; construction activities for the City of Industry Project
partially funded by the Upper District reserve funds, higher program expenses related to
conservalion, water recycling and water quality and supply. For fiscal years ended June 30, 2013
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Upper San Gabriel Valley Municipal Water District
Management's Discussion and Analysis
June 30, 2013 and 2012

and 2012, the Upper District's capital assets increased by $10.62 and $5.06 million, respectively,
from prior years as construction activities for the City of Industry Project continued.

l iabHities
As of June 30, 2013, the Upper District s current liabilities decreased by 30.63 million from prior year
due to lower project related payables as construction activities for the City of Industry Phase 1B

Recycled Water Program began to wind down. The decrease in current liabilities m 2012 amounting
to 54.05 miliion is primarily due to lower water purchases from MWD.

For the fiscal years ended June 30, 2013 and 2042, noncurrent liabilities increased by $9.15 million
and $2 45 milhon, respectively, from prior year mainly due to additional loan funds received from the
State Water Resources Control Board,

Net Position

A large porhion of the Upper District's net position consists of net investment in capital assets,
Capital assets are used by the Upper District to provide services to its customers and are, therefore,
not available for spending Consequently, as the Upper District continued to invest in its recycled
water program to improve water supply refiability, unrestricted net position will generally decrease.
Heowever in 2013, additional federal funding receved from Title XVI and ARRA grant closeouts offset
the impact of the District's capitai improvements on unrestricted net position which increased by
$1.78 million from the prior year,

Statements of Revenues, Expenses and Changes in Net Position

The statements of revenues, expenses and changes in net position provide information on the nature
and sources of these changes For the fiscal year ended June 30, 2013, the Upper Distnet's net
position increasad by $3 40 mlihon. For the fiscal year ended June 30, 2012, the Upper Dislrict's net
position decreased by $0.80 million

Condensad Statements of Revenues, Expenses and Changaes in Net Position

Change
Yaars arded Jana 30 012 2022014
013 2042 2014 Daallar Dalzar

{ir trousaads)  (in thousa~cs) (Intnowsands) (inthougands) Pecentage  (in ihousands) Pementaga
Total operating revenuas $ 12837 & 1538 3§ 26087 $ (2.4739) 626§ [10,741) 41,7%
Toxak oparalmng o paisas 17 338 15,232 28,674 {1,8495) «5.9% {6,437) 32 9%
Oparat ng incoma {lose)] (4 5011 {3,817 (2613 {584} 14 9% {1,304 49 9%
Mat nonRcperating ravenLes 2,871 1,672 303 1,289 71T {2,159 56 4%
Cap tal coninpdisns 4,927 1645 3,566 Iy 190.5% {1.821) -53.9%
Changa In ne! posiion 3,397 (87 4,784 3447 H65.2% {5,354) 12 5%
Bagrvrmg ned posction 52,798 53,330 46,614 500! 1% 4,788 9.8%
Encwrg risd pogitiah 5 45193 % 527 % T .Y 3397 -1 S 1 600) 1%
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Upper San Gabriel Valley Municipal Water District
Management’s Discussion and Analysis
June 30, 2013 and 2012

Operating Revenues

The temporary ability of the Upper District's customers to lease groundwater from the cities of
Alhambra, Monterey Park and Azusa rather than purchase replacement water available from MWD
and the Upper District as per the Judgment and Watermaster's Rules and Regulations, resulted in
significantly lower than anticipated sale of imported water for groundwater recharge during the fiscal
year ended June 30, 2012 Consequently, water revenues fell by 43% or about $11.10 million
compared to prior year This tréend continued in 2013 and as MWD's replenishment program
remained off, water revenues fell by another 16% or $2 32 million.

Nonopaerating Revenues/Expenses and Capital Contributions

Nonoperating revenues, consisting of standby charges, investment earnings and taxes, showed a
slight decrease between fiscal years ended June 30, 2013 and 2012, and June 30, 2012 and 2011.

Nonoperating program expenses increased by about 52 13 million in 2012 During the fiscal year,
the Upper District started the development of a Water Use Efficiency Master Plan {WUE) an
Integrated Rescurces Plan (IRP) and the indirect Reuse Action Plan (JRAP). Upper District also
disbursed $0 64 million in grant funds for Sunny Slope Water Cempany's (Sunny 3Slope) Liquid
Phase Granular Activated Carbon Treatment Project. The substantial completion of the WUE, IRP
and grant reimbursements to Sunny Stope in 2012 reduced nonoperating expenses by
approximately 80 70 million in 2013.

Operating Expanses

The Upper Distnet purchases imperted water from MWD and sels its rates based on MWD's
prevailing rates. For the years ended June 30, 2013 and 2012, purchased waler cost decreased by
$2.21 mihon and $10.39 million, respectively, primarily due to lower than anticipated sale of imported
water for groundwater recharge.

Capital Asset Administration
At June 30, 2013, 2012 and 2011, the Upper District's investments in capital assets net of

accumulated depreciabon amounted to $51.65 million, $41.03 milion and $3598 million,
respectively The following is a summary of capital assets:

Change
June 30 Gtarenz 201212011
2013 2012 201 Drodlar Dadlar
{m(hpusands) [nthousands] (o fhoutands) {nlboasangs) Percentape  (in thousands) Fercenlape
[ and £ B % -3 -1 -3 -1 - 00 § - 0%
Conatnuchon In peogress 2,583 2719 21942 5 32 19 B%: 5 248 23 9%
Build ng ard improversams 550 560 559 - Q0% - 0o
ptanglble uthty plast 583 583 583 - 00 - Q0%
Wale rocyeling .87d 15,203 15,203 g 8TS L - 0 oY
Scurce of supply 03 95 T4 L 8 4% 21 28 4%
Or e hamiure and equipr ol BAL 530 36 39 7 4% 166 45 6%
55,357 44 243 3,808 1114 25 1% 5435 14 7%
Less accumulatied deprociaton {3,707 (3,211) {2 B33) {456) 5 % (373 13 3%
MNet capial Bscels § 5165 § 41032 & 359/ & 10 EiA 5% 8§ B 057 14 15
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Upper San Gabriel Valiey Municipal Water District
Management's Discussion and Analysis
June 30, 2013 and 2012

A significant portion of the construction in progress as of June 30, 2013 and 2012 is attributable to
construction activities related to Upper District's recycled water projects.

For more information regarding the Upper District's capital assets, please refer to Nole 3 of the notes
to financial statements.

Leng-term Debt

Construction activities for the City of Industry Project were partially funded by State Revolving Fund
{SRF} loan from the State Water Resources Control Board {SWRCB) which, as of June 30, 2013
and 2012, amounted to $12,455,676 and 33,450,210, respectively. Detailed information on Upper
District's lang-term debt is presented under Note 5 in he Naotes to Financial Statements.

Water Rates and Other Charges

On July 2, 2013, the Board of Directors approved water rates and charges for the different classes of
water effective on January 1. 2014 with no increase in District surcharge, just a pass through of the
increase in MWD's trealment surcharge. Please refer to page 35 of the statistical section for Upper
District's water rates for the last ten fiscal years.

On June 4, 2013, the Board of Directors approved the adoption of a water standby or avaitability of
service charge at rates equal to prior year's, $38.00 per acre of land or $38.00 for each parcel of land
less lhan an acre within the Upper District's service area. This charge generales approximately
$1.66 million in revenues.

Conditions Affecting Current Financial Position

The past practice of groundwater Basin management which relied on a high probability of surplus
imported water, is not well suited for the leve! of risk and uncertainty in the imporled water system
today Recognizing this reality, Upper District held a series of workshops and prepared several
white papers evaluating alternative Basin management and storage strategies This effort led to
Watermaster adopting a storage program predicated on moderate levels of operating safe yield and
regular annual purchases of supplemental water Through this new program Watermaster and the
producers commitied by resolution to purchase a minimum of 32,000 acre-feet per year from Upper
Distnct, greatly improving and stabiizing Upper District's financial condition and improving the abllity
to finance much needed investments in water supply reliability identified in the IRP.

Requests for Informatian

This financial report 15 designed to prowvide the Upper District's funding sources, customers,
stakeholders and other interested parties with an overview of the Upper District's finencial operations
and overall financial condition. Should the reader have questions regarding the information included
in this report or wish to reguest additional finrancial information, please contact the Upper District's
Chief Financial Officer at 602 E. Huntington Drive, Suite B. Monrowvia, California 91016



DRAFT 12/17/13



DRAFT 12/17/13

Basic Financial Statements
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Upper San Gabriel Valley Municipal Water District
Statements of Net Position

Juna 30
ASSETS 2013 2012
Current assets
Cash and cash equivalents s 15,360,221 $ 16,591,883
Receivables
Water sales 994,478 833,957
Grants 3,248,201 901,775
Other 153,655 183,618
Prepaid items 49,229 43,543
Tolal current assets 19,805,784 18,554,776
Capital agsets
Land end construction-in-progress 32,663,771 27,272 108
Depreciable capitaf assets, net 18,986,564 13,760,116
Met capital assets 51,650,335 41,032 224
Total assets 71,456,119 5% 587,000
UABILITIES
Current liabilities
Accounts payable
Metropolitan Water District 350,983 489,224
Other 1,134,384 1,692,227
Accrued liabilities 136,129 68,131
Total current liabilities 1,621,488 2,244,582
Moncurrent liabilities
Due lc State Water Resources Control Board 12,455,676 3,450,210
Qther postemployment benefits 888,347 751,165
Campensated absences, net of current portion 23987 32,625
Tatal noncurrent llabilities 13,466,010 4,274,000
Total liabilities 15,087,498 6,523,582
DEFERRED INFLOWS OF RESOURCES
Unearned revenue 174,006 265,482
NET POSITION
Net investment in capital assets 39,194,659 37,682,014
Unrestricted 16,999,956 15,215,922
Total net position $ 56,194,615 ¢ 52,797,936

See notes o the financial siatemenis.
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Upper San Gabrie) Valtey Municipal Water District
Statements of Revenues, Expenses and Changes in Net Position

Years ended June 30

2013 2012
Oparating revenues
Water revenue 12,395,427 $ 14,714,480
Water conservation 185,001 332,669
Other 246,923 268,502
Total operating revenuss 12,037,351 15,315,651
Operating expenses
Sources of supply 10,524,787 12,729,702
Water quality and supply program 1,813,586 1,618,326
Recycling costs 1,679,603 639,237
Conservation 776,378 1,781,566
Depreciation 495,789 3r7 411
General and administrative 2,648,452 2.085.287
Tota! cperating expenses 17,338,595 19,232,529
Operating loss {4,501,244) (3,916,878}
Nonoperating revenuss (@Xpsnees)
Standby charges 3,542,457 3,575,604
MNonoperating program expenses {991,381) {2,306,154)
Investment earnings 40,710 €5 166
Taxes 379,079 336.792
Net nenoperating revenues 2,570,875 1671438
Lose before contributions {1,530,369) {2.245.440;
Contributions for capital acquisitionfconstruction 4,927,048 1,644,883
Change In net position 3,386,679 {600.457)
Net position at beginning of year 52,797,936 53,398,393
Net position at end of year 56,194,615 ¢ 52,797,936

Seea noles to the financial stafements.

0
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Upper San Gahbriel Valley Municipal Water District
Statements of Cash Flows

Cash flows from operating activitias
Cash received from customers
Cash payments to supplers for goods and services
Cash payments to employees for services
Net cash used in operating activities

Cash flows from noncapital financing activities
Cash recewved for property taxes
Cash paid for nonoperating program expenses
Cash received for standby charges
Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities
Acquisition and canstruction of capital assets
Capital contributions
Net cash provided by (ueed in) capital and related
financing activities
Cash flows from investing activities
Net employee {loans) repayments
Investment earnings
Net cash provided by investing activities

Change in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Years ended June 30

2013 2012
10,227,702 S 18,205,740
(16,000,734}  (21.332,054)
(1,289,308} (1.312.793)
(7,062,340} (4,439,098)

379,079 336,702
(991,384) (2,306,154)
3,577,641 3,558.619
2,965,339 1,589,257
{11,113,300) (5,434,408)
13,932,514 3,899,923
2,818,614 (1,534.485)
. 1093

48,726 74.249
46,725 75,342
{1,231,662) (4,308.984)
16,591,883 20,900,867
15,360,221 5  16,591.663

See noles to the financial stalements.
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Upper San Gabriel Vailley Municipal Water District
Statements of Cash Flows (continued)

Years ended June 30
2013 2012

Reconciliation of operating loss to net cash
used in operating activities
Operating loss £ {4501,244) 3 (3.516878)
Adjusiments to reconcile operaling 105 10
net cash used in operating aclivities

Depreciation expenss 495,789 377.411
Changes in operating assats and liabihhes:
Accounts receivable {2,518,173) 2.630,916
Prepaid items {5,686) 69 477
Accounts payable and accrued expenses {441,550} {3.859 206}
Unearned revenue {91,476) 259,162
Met adjustments (2,661,086} (622,220}

Met cash used in operating activities $ (7,062,340} 5 (4.439,098)

Seg notes lo the financial stalemenis.
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Upper San Gabriel Yalley Municlpal Water District
MNotes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of tha Entity

Upper San Gabnel Valley Municipal Water District (the Upper District), which
compriges an area of approximately 144 square miles, was incorperated on January
7. 1950 under the provisions of the Municipal Water District Law of 1911, as
amended, (now cited as "The Municipal Water District Law of 1911", Division 20,
California Water Code) as a result of a special election held on December 8, 1958,
On March 12, 1963, the voters of the Upper District elected to join the Metropohtan
Water District of Southern Calfornia and, on November 2, 1963, the citizens of West
Covina voted fo join the Upper District

Adjudication proceedings, which established the legal determination of water rights of
individual pumpers in tha area in relation to the safe yield of the total water basin,
were completed on Decermnber 29, 1972, The decree established a Watermaster, the
Main San Gabriel Basin Watermaster, who look over the function of levying and
coliecting the assessments that had previously been levied and collected by the
Upper San Gabrie! Valley Municipal Water District through its reimbursement
contract and repteriishment funds.

The Upper Distnct's missions are 1) lo provide a reliable supply of high quality
dnnking water at the lowest possible cost 2) to provide a drought-proof and
economical supply of recycled water for industrial and irrigation uses, and, 3) {0
provide and complete projects that aggressively advance water use efficiency
throughout the San Gabriel Valley.

Baeis of Accounting and Measuremant Focus

The Upper District is considered an enterprise fund for financial reporting purposes
The accompanying financial statements have been prepared using the economic
measurement focus and the accrual basis of accounting Under this basis of
accounting and measurement focus, revenues are recognized when they are earned
and expenses are recognized when they are incurred,

The Upper District has elected not to apply the option aliowed in Paragraph 7 of
Government Accounting Slandards Board {GASB) Statement No. 20, Accounting
and Financial Reporting for Proprietary Aclivities, that is to apply all FASB
Statements and Interpretations issued after Novernber 30, 1989, except those that
conflict with or contradict GASB pronouncements.

The Upper District's financiat statements are presented in accordance with the
provisions of GASB Statement No. 34 Basic Finapcial Stetements — and
Management's Discussion and Analysis — for State and Local Governments as
amended by SASB Statement No, 63, Fmancial Reporiing of Deferred Outflows of
Resources, Deferred inflows of Resources, and Nef Posilion, and Audits of State and
Local Governmental Uniis issued by the American Institute of Certified Public
Accountants, Statement No 34 established standards for external financial reporting
for all sfate and local govemmental enfities. It requires the classification of net
position into three componenls - net investment in capital assets; restricted, and
unresiricted These classifications are defined as follows:

12
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Upper San Gabriel Valley Municipal Water District
Notes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

#+ Nei investment in capital assets ~ This component ¢f nel position consists of
captal assets, including restricted capital assets, net of accumulated
depreciation reduced by the outstanding balances of any bonds, morigages,
noles or other borrowings that are attributable 10 the acquisition, construction, or
improvemant of those assets. If there are significant unspent related debt
proceeds at year-end, the porlion of the dabt attributable to the unspent procseds
are not inciuded in the calculation of net investment in capital assets. Rather, that
portion ¢f the debt is included in the same net position component as the unspent
proceeds.

« Restricted — This component of net position consists of constraints placed on
resources through external constraints imposed by creditors (such as through
debt covenants), granters, contribulors, or faws or regulations of other
govemments or constraints imposed by law through constitutional previsions or
enabling legislation.

= Unrestricted = This component of net position consists of resources that do not
meet the definition of *restricted” or "net investment in capilal assets.”

The Upper District disbnguishes operating revenues and expenses from
nonoperating items. Operating revenues and expenses genefally result from
providing services and producing and deltvering goods in connection with an entity’s
ongoing operations. The Upper Dislrict defines operating revenues as those realized
by the Upper District in exchange for prowiding its primary services for water sales
and water programs including conservation and recycled water. Nonoperaling
revenues are those derived from the investment of cash reserves and from entities
other than customers and other ancillary sources.

New Accounting Pronouncements

During the fiscal year ended June 3Q, 2013, the District early implemented certain
provisions of GASH No. 63, Financial Reporting of Defarred Qutffows of Resources,
Deferred inflows of Resources, and Net Position {GASE 63). This statement amends
the net asset reporting requirements in GASB Statement Mo. 34 by incorporating
deferred outfllows of resources and deferred inflows of rescurces into the definitions
of the required components of the residual measure and by renaming thel measure
as net position, rather than net assets. GASB B3 provides financial reporling
guidance for deferred outflows of resources and deferred inflows of rescurces.

During the fiscal year ended June 30, 2013, the Upper Cistrict early implemented
certain provisions of GASB No. 65, lfems Prewously Reporled as Assets and
Liabitities (GASB 65). GASB 65 eslablishes accounting and financial reporling
standards that reclassify, as deferred outiliows of resources or deferred Inflows of
resources, certain items that were previously repeoried as assets and labilities and
recognizes, as outflows of resources or inflows of resources, certain stems that were
previously reporled as assets and liabilities.
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Upper San Gabriel Valiey Municipal Water District
Motes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED)

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the Umited States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and habilities,
and changes therein, and disclosure of contingent assets and hablities. Actual
results could differ from those estimales.

Risk Management

The Upper District is a member of the Association of Calfornia Water Agencies Jaint
Powers Insurance Authority (Insurance Authority). The Insurance Authority is a risk-
pooling, self-insurance authority, created under the provisions of California
Government Code Seclions 6500 et. seq. The purpose of the Insurance Authorty is
to arrange and admnister programs of insurance for the pooling of seff-insured
losses and to purchase excess insurance coverage.

At June 30, 2013, the Upper District participated in the self-insurance program of the
Insurance Autherity as follows:

Property Loss — The Insurance Authority has pooled self-insurance up to $100,000
per cccurrence and has purchased excess mnsurance coverage up to $100,000,000
{total nsurable value of $3,792,774), with 525 000 deductible.

General Liability — The Insurance Authority has pooled self-insurance up to
$2,000,000 and has purchased excess insurance coverage up lo $58,000,000.

Auto Liability — The insurance Authority has pooled self-insurance up to $2,000,000
per occurrence and has purchased excess insurance coverage up to $58,000,000.

Public Officials’ Liability and Errors and Omissions - The Insurance Authority has
pnoled self-instrance up to 52,000,000 per occurrence and has purchased excess

insurance coverage up to $58, 000 0oo.

Fidelity: Public Employee Dishonesty, Forgery or Alleration, Computer Fraud &
ERISA — The Insurance Authority has pooled selfinsurance up to $100,000 per
occurrence, with 31,000 deductible.

Workers' Compensation - The 'nsurance Authority has pooled self-insurance up to
$2,000,000 each for workers' compensation and empioyers’ liability. The employers'
liabiity is insured up to $2,000,000 in excess of $2,000,000 Self-insured Relention.
Workers' compensation is insured up to the statutory mit,

Cash and Cash Equivalents

For purposes of the statements of cash flows, cash and cash equivalents have been
dedined as deposits and hughly liquid investments with maturlty of 80 days or less at
the date of purchase,
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Upper San Gabriel Valley Municipal Water District
Nctes tc Financial Statements
Years ended June 30, 2013 and 2012

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Asaets and Depreciation

Capilal assels are recorded at cost The provision for depreciation is compuied
using the straight-fine method over the estimated service lives of the capital assets.
The Upper District uses differing capitalization thresholds for the classes of assets
based on materiality. The Upper District’s policy is to review for capitalization those
expenditures greater than $500 that have a useful life of more than one year
Estimated service lives for the Upper District's classes of assets are as follows,

Distribution system 50 years
Building 50 years
Building improvements 10 - 15 years
Furniture and equipment 5 - 10 years

Unearned Revenue
Uneamed revenue is water revenue paid by customers as well as rental revenue
paid by a lessee in the current period but is yet to be eamed by the Upper District

Compensated Absences

The Upper District’s policy is to permit employees to accumuiate a limited amount of
earned vacation and sick leave. Accumuiated vacation time is accrued at year-and to
account for the Upper District's obligation to the employees for the amount owed. Itis
management's belief that the majority of the obligation will be utilized during the
course of the next fiscal year. Vacation pay is payable to employees at the time a
vacaton is taken, cashed out or upon termination of employment. Normally, an
employee cannot accrue more than thirty days of vacation each year Sick leave is
payable when an employee is upable to work because of lllness Upon retirement, an
employee will be paid for any unused sick leave.

Qverhead Absorpticn

Certain operating expenses are allocated (o capital assets using management's
allocation of manpower and service astimates that are directly related to the
construction Of capital assets.

Capital Contributions
Capital contributions represent cash and capital asset additions conlibuted to the
Upper District by federal and state granting agencies

Budgetary Policies

The Upper District adopts an annual non-appropriated budget for planning, control,
and evaluation purposes. Budgetary contrei and evaluation are affected by
comparisons of actual revenues and expenses with planned revenues and expenses
for the period. Encumbrance accounting is not used to account for commitments
related to unperformed contracts for construction and services.

Reclassification

Certain reclassifications have been made to prior period financial statements %o
conform to the current presentation for the implementation of GASB Nos. 63 and 65.
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Upper San Gabriel Valley Municipal Water District
MNotes to Financial Statements
¥Years ended June 30, 2013 and 2012

NOTE 2

CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of June 30 consist of the foliowing:

2012 2012
Imprest cash on hand $ 500 $ 500
Deposit with financial institution 597,987 452 008
Local Agency Investment Fund " 14,761,734 16,144,361
Money market - 15,016

Total cash and cash equivalents

$_15360,221 % 16,591,883

Drhe Ugpper Districl is a volurdary parhtapant in the Local Agency nvestment Fund [LAIF), a spacial fund

regulated by the Cabfomia Slate Treasury through which cach dty, disiricl or agency may inves! Lp {o 340
mion  As of Juna 30, 2013 and 2012, 1he 1okl falf value of LAIF, including acered Interest was approximalely
5589 hithon and $60.6 billon mespactively The Upper Distnels proporhonate share of hat value is $14 8
milisn and $18.1 milllon a5 of Jure 30, 2013 and 2012, respectively, [nvestmends in LAIF are highly liguid, as
deposits can be converled ta cash willin 24 haurs withoul loss of interest. In regards to eredd rating, LAIF is
untated as of June 30, 2013 and 2012,

Investment Policy

The Upper District's investment pohcy outlines the guidehnes required to be used in
efiectively managing the Upper District's available cash in accordance with tha
California Government Code To address interest rate risk, the Upper District's
existing policy limits the maturity of investments to five years, with the exception of
special trust funds which shall not be subject to this limitatton To mitigate credit risks
associated with its investments, the Upper Distnct's investment policy limits
invesiments to large institutions and requires diversification to ensure that failure of
one issuer will not significantty affect the Upper District's cash flow.

Interest Rate Risk

Interest rate risk, as defined under GASB Staternent No. 40, is the risk that changes
in interest rates will adversely affect the fair value of an investment The Upper
District's investments have a weighted average maturity of 278 days, generaily
consistent with its cash flow and liquidity needs. Investments in LAIF are highly
liquid, as deposits can be converted to cash within 24 hours without loss of interest.

Credit Risk

Credit risk is the risk that an issuer or other counterparly to an investment will net
fulfill its pbhigations The Upper Districl’s investment policy limits eligible investments
to large institutions. As of June 30, 2013 and 2012, the Upper District had almosl all
of its investments in LAIF.

Concentrafion of Credit Risk

Under GASE Statement Mo. 40, concentraticn of credil risk is the nsk of loss
atiributable to the magnitude of the Upper Qistrict’s investment in a single issuer. As
of dune 30, 2013 and 2012, the Upper District had no outstanding investments aside
from the LAIF investments mentioned above

16



DRAFT 12/17/13

Upper San Gabriel Valley Municipal Water District
Notes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE 2

CASH AND CASH EQUIVALENTS {CONTINUED)

Custodial Credit Risk

GASB Slatement No 40 defines custedial credit risk as the risk that the Upper
Distnct will not be able to (a) recover deposils if the depository financial institution
fails, or {b} recover the value of investments or collateral securities that are in the
poessession of an oulside parly if the counterparty to the investment or deposit
transaction fails

Deposils

The California Governmenl Code requires Catforma banks and savings and loan
associations to secure a local govemmental agency's (agency) deposits by pledging
govemnmenl securities as collateral. The market value of pledged secunties must
equal at least 110% of an agency's deposits California law also allows financiai
instiutions to secure an agency's deposits by pledging first trust deed mortgage
noles having a value of 150% of an agency’s total deposits The agency may waive
collateral requirements for deposits, which are fully insured up fo $250,000 by the
Federal Deposit Insurance Corporation (FDIC). Beginning January 1, 2013, the FDIC
will insure noninterest-bearing transaction accounts, which generally provides esach
depositor up to $250,000 In coverage at each separately chartered insured
depasitory institution.

Deposits are exposed to custedial credit risk if they are uninsured and are either.

a. Uncollateralized.
b. Ccllateralized with securities held by the pledging financia! institution, ar by its
trust department or agenl but not in the depositor-govemmenl's name.

At June 30, 2013 and 2012, the Upper District's deposits (bank balances) exceeded
the maximum deposit insurance amount by $337,0C0 and 50, respectively

fnvestmeants

The California Government Code authorizes the Upper Distrct to invest in obligations
of the United States Treasury, agencies, and instrumentalibes; prime commercial
paper, bankers’ acceptances, repurchase and reverse repurchase agreements;
financial futures or financial option contracts; negotiable cerificates of deposit,
obligations of the State of California, and, obligations of local agencies within
California

Investments are exposed to custodial credit nsk if they are uninsured, unregistered
and held by either:

a. Counterparty.
b. The counterparty’s trust department or agent but not In the government's name.

At June 30, 2013 and 2012, the Upper District had ng investments.
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Upper San Gabriel Valley Municipal Water District
Notes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE 3 CAPITAL ASSETS

Changes in capital assets for the year ended June 30, 2013 were as follows:

Batances st Delztionw Balznces al
July 1, 2612 Add tons Transfers Juna 30 2013
Non-depreciable cepial assets
Lend 5 B0E4E § - -4 - 5 B 848
Construction 1. proagrass 27 121 260 11,066,457 (5,674 794) 32582973
Total non depreciabbe captal assels 27 272 108 11,066 457 (5,674 7045) 32883 771
Depraciab = caplal assats
Bui'dmng and improvemen's 555 29 . E £549 820
ntangible wilty plam SB2 772 - ' 5B2.772
Valer recyching 15,203 248 - 56747904 20,878,040
Furniture and oqu pment 526,002 39.qgeg - 588 990
Other 85087 8,355 - 103,427
Tolal depreciabie caplal azsels 16,970 BOT AT 443 5674.7894 27 G683 0d4a
Aceumu ated depre malon
Building and imgrpvements [422.882) {22421) . {445,313)
Intangitle uti y plant (582.772) . - {8B2 712)
VWatar recydng {1 863.507) [415 383} . {2,282.950)
Furniugra and equipmen] (311.401) {51678) - {363.16%
Ciner {30 179} {2 997) - (32 276}
Tolal Ascumulated Deprazialion {3 210,681 {485 759} - (3,704 480
Me: dapresiat’s cagital B5sels 13,760,118 {448,346} 5674794 18,905 504
Mgt captal assots $ 41032724 3 1081811 § - $ 51650335

Changes in capital assets for the year ended June 30, 2012 were as follows:

Balances al Delebons! Batances at
July 1. 2014 Addlions Transfors Juqa 39 2012

Mon-depreciable capital assets

Land s 80848 35 - % - 3 a0 848

Constrichon n Drogress 21,943 143 52489117 - 27,181 250
Total nor-depreciahle capilal assats 22,023,851 5 24% 117 27 272108
Deprecigble capital assets

Buiking and \mprovements 559 820 - . 850,820

ntangele ul 1y plant 582,772 - - 582772

Water racycing 15,203,248 - - 15 203,246

Furn.tiro and squioment 364,574 165,375 - 520002

Otnar 74,167 20865 - 95 067
Teial depreciable &abital assals 16, 78d 517 185 260 16 570,807
Arrumutated depeaciahion

Bu lfing and mgravemants 1400 051) (22 831) - (422 692)

Mtangiie utiity panl {582,772 - - (882,775}

Water retycling {1,558190) {304 377) - (1.863,567)

Furnuturg gnd aquagrent {261,430 (50,054) - {311,491)

Other {28,830} (34%) - 120, 1753
Tola! Accumutated Deprecial on 12,833,280} {A77.4141) - (3.210.681)
Met depraciabla capiial assets $13 951237 (191.121) . 13,760,116
Met capiral aszats % 35975228 5 5O5G0B8 3 . 3 41,032,224
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Upper San Gabriel Valley Municipal Water District
Notes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE 3

NOTE 4

NOTE 5

CAPITAL ASSETS (CONTINUED)

Major capital asset addtions during the year include work on various stages of
construction projects. A significant portion of these additions were construcied by the
Upper Distnct andfor sub-cantractors. During the fiscal year ended June 30, 2013,
the Upper District completed the Water Recycling Program Phase IlA = Rosemead
Extension and transferred out $5674,794 of construction-in-progress ta Water
Recycling.

COMPENSATED ABSENCES

Changes in compensated absences were as follows.

June 30
2013 2012
Balance al beginning of year $ 72,891 & 60,498
Earned by employees 74,290 65,175
Taken by/paid to employees (83,233) (52,783)
Batance at end of year 63,948 72,891
Less currant porticn 39 961 40,266
Long-term portion % 23,987 S 32625

Current portion of compensated absences is included as part of accrued labilities.

AGREEMENTS WITH STATE WATER RESOURCES CONTROL BOARD

$5 Million Grant Agreement

in September 2008, the California State Water Rescurces Control Board (CSWRCB)
provided a %5 milion Water Recycling Grant to the Upper District for use in
expanding its current recycled water use in and around the existing service area with
relable and supplemental water supply. The term of the agreement began on
Septermnber 16, 2008, and will continue through project completion plus thirty five (35}
years unless olherwise terminated or amended as provided in the grant agreement,
All work was completed by March 31, 2013 and no funds were requested after May
1, 2013. During the fiscal years ended June 30, 2013 and 2012, the Upper District
received a total of 51,383,505 and $845,220 from CSWRCB, respectively.
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Upper San Gabriel Valley Municipal Water District
Naotes to Financial Statements
Years ended June 34, 2013 and 2012

NOTE 5

NQTE S

AGREEMENTS WITH STATE WATER RESQOURCES CONTROL BOARD
{CONTINUED)

$17.02 Million Project Finance Agreements

in December 2009. the Upper District entered into four (4) project finance
agreements with the CSWRCB for a total amount of $17.02 million for the purpose of
financing the planning, design, acquisition, constructicn and installation of the Water
Recycling Pipeline and Pump Station Project Phase [IB. These projecl funds shall be
repaid in annual mnstallments commencing on the date thal is one year alter
completion of construction and payable up to 21 years at zero interest rate. As of
June 30, 2013 and 2012, the Upper Distnct has drawn down a total of $12,455,676
and $3,450.210 under this agreement, respectively Construction aclivities funded by
the CSWRCH loans were completed as of June 230, 2013,

Amounts due under the agreements are as follows:

Year ending June 30

2014 s 799,585
2015 853,488
2016 B53,488
2017 853,488
2018 853 488
2019-2023 4,267,440
2024-2028 4,257 440
2029-2033 3,578,971
$ 16,327,388

The Upper District repaid $610,848 during the year ended June 30, 2013, of which
5427149 related 1o principal payments and 5183,499 related to imputed interest.

DEFINED BENEFIT PENSION PLAN

Plan Description

The Upper Distnct's defined benefil pension plan {the Plan} provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan
members and beneficiaries. The Plan is part of the Public Agency portion of the
Calfornia Public Employees Retirement System (CalPERS), a cost-sharing multiple-
employer plan administered by CalPERS, which acts as a common investment and
administrative agent for participating public employers within the State of Califomia.

A menu of benefit provisions, as well as other requirements, is established by State
statutes within the Public Employees' Retirement Law. The Plan selects optianal
beneht provisions from the kenefit menu by contract with CalPERS and adapts those
benehts through the Upper District resolution. CalPERS issués a separate
camprehensive ennual financial report. Copies of the CalPERS annual financial
reporl may be obtained from the CalPERS Executve Office - 400 & Stieet,
Sacramento, California €5811.
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Upper San Gabriel Valley Municipal Water District
Notes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE &

DEFINED BENEFIT PENSION PLAN {CONTINUED)

Funding Policy

The contribution requirements of the plan members are established by state statute
and lhe employer contribution rate 1s established and may be amended by CalPERS.
Undar the Public Employees’ Pension Reform Act (PEPRA) of 2013, Upper Distrivt
pays the member contribution tc CalPERS (8% of annual covered salary} for
employees New members hired on or after January 1, 2013 are required to
contribute at least 50% of their normal pension cost

The Upper Distnct is required to contnbute the actuanally determined remaining
amounts nec¢essary to fund the benefits for its members The actuarial rmethods and
assumptions used are those adopted by the CalPERS Board of Administration. The
required employer contribuhon rates for the fiscal years ended June 30, 2013 and
2012 were 34.02% and 2B.92%, respectively, for classic members. Required
employer contribution rate for new members is 6.9% for the hscal year ended June
30, 2013

Annual Pension Cost

For the years ended Juneg 30, 2013 and 2012, the Upper Distncl's annual pension cost
and actual contribution was $410614 and $36%,930, respectively. The required
contributions for the fiscal years ended June 30, 2013 and 2012 were determined as
part of the June 30, 2010 actuarial valuation

Three Year Trend information

Annual Pension Percentage of

Fiscal year Cost APC MNet Penston
end {APC) Contributed Obligation
June 30, 2011 3 254 683 100% s .
June 30, 2012 361,930 100% -
June 30, 2013 410,614 100% -

Initial unfunded Hlabiliies are amortized over a closed period equal to the average
amortization pericd at the plan's date of entry into CalPERS Risk Pool. Subsequent
p'an amendments are amortized as a leve! percentage of pay over a closed 20-year
period. Gains and losses that occur in the operation of the plan are amonized over a
roliing 30-year period if the plan's accrued liability exceeds the actuarial value of plan
assets, then the amortization payment on the total unfunded liabiity may not be lower
than the payment calculated over a 30-year amortization penod,

See Schedule of Funding Progress in the Required Supplementary Information
section
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NOTE 7

NOTE 8

DEFERRED COMPENSATION AGREEMENT

The Upper District offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457, The plan, available o all of
the Upper District employees. permits them to defer a portion of their salary until
future years. The deferred compensation is not available to employees until
termination, retirement, death or an unforeseeable emergency.

All amounts of compensation deferred under the plan are held in {rust and are not
subject to the creditors of the Upper District.  Accordingly, fhe plan assets and
liabilities are not reflected on these financial statements.

OTHER POSTEMPLOYMENT BENEFITS (OPEB}

The Upper District provides postemployment healthcare benefits to certain
employees, directors and their dependants based on resclutions by the Board of
Directors as follows:

= A Health & Accident and Major Medical Payments Insurance Pclicy, as selected
and approved by the Board

= A maximum of 32,500 per calendar year for retirees and their dependents for
medical costs not covered by the insurance policy above

s A maxmurm of 32,500 per calendar year for costs of dental, vision andfor hearing

These benefits are provided for aach retired employee who has served the Upper
District for more than ten years before terminating employment at age 55 years or
older and each retired director who served in office after January 1, 1881, was
elected to the board prior to January 1, 1995, has served not less than twelve years
or three full terms of office and has attained the age of 50 years.

The Upper District finances these benefits on a pay-as-you-go basis. Total bensfits
paid during the years ended June 30, 2013 and 2012 amounted to $129,744 and
$135779 respectively. As of June 30, 2013 and 2012, there were 10 and 11
participants receiving benefits under these programs, respechively

In 2004, GASB adopted Statemeni No. 45, which addresses Accouniing and
Financiai Reporing by Employers for Postemployment Benefits Other Than
Pensions, Along with other agencies with total annual revenues of $10 million or
more but not over $100 million, the Upper District implemented the GASB Statement
No 45 OPEB reporling reguirements beginning in Fiscal Year 2008-2009.

As of June 30, 2013, the Upper Dustrict has not established a plan or equivalent that
containg an irrevocable transfer of assets dedicated to providing benefits to retirees
in accordance with the terms of the plan and that are legally protected from creditors.
However, the Upper Distnct accrued the required annwal ¢contnbution based on the
actuarial valuation report
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NOTE 8

OTHER POSTEMPLOYMENT BENEFITS (OPEB) (CONTINUED)

Eligible participants to the plan at July 1, 2012, the date of the |atest actuarial
valuation are as follows:

Retirees receiving benefits 11
Active / full-time employees/Directors i1
Total ﬁ

The funded status of the plan as of June 30, 2012 based on the plan’s most recent
actuarial valuation date of July 1, 2012 was:

Actuarial accrued liability {AAL) $ 2,958,114
Actuarial value of pian assets -
Unfunded actuarial accrued liability {UAAL) 3 2,868,114
Funded ratio {actuarial value of plan assets / AAL) 0%
Normal cost 3 891,919

Years Ended June 30

2013 2012
Covered Payroll -3 851,000 S 786,000
Amortization of Unfunded Actuarial Accrued
Liabilty as a % of Covered Payroll 21.30% 25 60%

The actuarial method used in estimating the liability 15 the Projected Unit Credit with
service prorate cost method. Under this cost method, the Actuanal Accrued Liakility
(AAL) 1s the present value of projecied benefits multiplied by the ratio of benefit
service as of the valuation date to the projected benefit service at retirement.
termination, disability or death. The significant assumptions in the computation
include a discount rate of 5% per annum, inflation of 3% per annum and an annual
increéase in payroll of 3.25% The discount rate assurnes the Upper District continues
to fund for its retree health benefits on a pay-as-you-go basis

The following table shows the components of the Upper District's annual QPEB cost
for the year (based on 30-year amortization using the level percentage of projected
payroll), the amount of banefits and/or Insurance premiums actually paid and the
Dustrict's net OPEB obligation as of June 30, 2013 and 2012:
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Upper San Gabriel Valley Municipal Water District
Notes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE & OTHER POSTEMPLCYMENT BENEFITS (OPEB) {CONTINUED}

2013 2012
Annual required contribution s 299,213 S 306 762
Interest on net OPER obligation 25,713 19,521
Adjustment to ARC - -
Arnua!l OFEB cost 324,926 326,283
Benefit payments {129,744) (135.776)
Increase in net OPEB obkgation 185,182 190,505
Net OPEB obligation - beginning of year 791,165 600,660
Net OPEB obligation - end of year $ 986,347 791.185

The Annual Required Contribution (ARC) is an amount actuanally determined in
accordance with the parameters of GASB Statement No. 45 The ARC represents a
ievel of funding that, if paid on an ongoing basis, is projected to cover normal costs
each year and amortize any vnfunded actuanal habibtes {or funding excess) over a
J0-year penod based on a level-dellar basis.

Three Year Trend Information

Percentage of

Fiscal year Annual Benefit annual OFPEB Net OPEB
end OPEB cost Payiment cost paid Chligation

June 30,2011 S 314245 & 87 966 3% 3 600,660
June 30, 2012 326 283 135,778 42% 791,165
June 30, 2013 324 828 129,744 40% 586,347

See Schedule of Funding Progress in the Required Supplementary Informabon
seclion,

The following 1s a summary of the actuarial assumptions and rnethods.

Actuarial Assumptions:
Investment Rate of Return  5.00% to 7.61% (net of administralive expenses)
depending on employer funding policy
Projected Salary Increases  3.25% to 14.45% depending on age, service, and

type of employment
Infation 3.00%
Payroll Growth 3.25%
Individual Salary Growih A merit scale varying by duraton of employment

coupled with an assumed annua! inflation growth of
3.00% and an annuat production growth of 0.25%.

A 1% increase in the healthcare trend rate for each future year would increase the
annual reguired contnbution by 17%.
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Upper San Gabriel Valley Municipal Water District
Notas to Financial Statements
Years ended Juna 30, 2013 and 2012

NOTE 9

NOTE 10

COMMITMENTS AND CONTINGENCIES

Operating Leasa

The Upper District has entered into a noncancellable operating iease for its office
space in Monrovia, California. Amounts due under the lease are as follows:

Year ending June 30

2014 $ 208031
2015 212,208
2016 218,576
2017 18,250

$ 655074

The Upper District incurred rental expense of 200,520 and $178,453 for the years
ended June 30, 2013 and 2012, respectively,

Grant Awards

The Upper District has receved funds for specific purposes that are subject to review
and audit by the graniors Although such audits could generate expenditure
disallowances under terms of the grants or contracts, management believes that any
required reimbursemeants wall not be material.

Litigation

Legal ¢laims and lawsuiis arise from fime to time in the normal course of business,
which, in the opinion of management, wili have no material effect on the Upper
Cistrict's nancial position,

Construction Actlvities

The Upper District has a variety of agreements with private contractors relating to the
construction of water recycling projects. The Upper District has committed to
approximately $1 51 million and $4.39 million of open construction contracts as of
June 30, 2013 and 2012, respechively.

GOVERNMENTAL ACCOUNTING STANDARDS BOARD [(GASB) STATEMENTS
ISSUED, NOT YET EFFECTIVE

The Govemmental Accounting Standards Board (GASB) has issued several
proncuncements prior to June 30, 2013, that have effeclive dates that may impact
future financial presentations Management has not yet determined any impact the
implementation of the following statements may have on the financial statements of
the Upper District.

GASE No. 66 - GASB has 1ssued Statement No. 66, Technical Commections — 2012 -

an Amemdment of GASB Statemenis No 10 and No. 62. The requirements of this
Statement resolve confiicting accounting and financial reporling guidance that could
diminish the consistency of financial reporbng and thereby enhance the usefulness of
the financial reports. The provisions of this Statemenl are effective Ffor financial
statements for periods beginning afler Cecember 15, 2012
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Upper San Gabrief Valley Municipal Water District
Notes to Financial Statements
Years ended June 30, 2013 and 2012

NOTE 10 GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) STATEMENTS
ISSUED, NOT YET EFFECTIVE {CONTINUED)

GASB No. 87 - GASE has 1ssued Statement No. 67, Financisl Reparting for Pension
Flans - an Amendmen! of GASB Statement No. 25 The requirements of this
Statement will improve financial reporting primarily through enhanced note
disclosures and schedules of required supplementary information that will be
presented by the pension plans that are within its scope. The new information will
enhance the decision-usefuiness of the financial reporls of these pension plans, their
valus for assessing accountability, ang their transparency by providing information
about measures of net pension liabilities and explanations of how and why those
liabilities changed from year to year. The provisions of this Statement are effective
for financial statements for periods beginning after June 15, 2013.

GASB Np. 68 - GASB has issued Statement No. 68, Accounting and Financial
Reporting for Pensions - an Amendment of GASE Stateman! No. 27 The
requirements of this Staterment will improve the decision-usefulness of informaticn in
employer and governmental nonemployer contributing enlity financial reports and will
enhance its value for assessing accountability and interperiod equity by requiring
recognition of the entire ne! pension liability and a more comprehensive measure of
pension expense, Decision-usefulness and accountability alsc will be enhanced
through new note disclosures and required supplementary information.  The
provisions of this Statement are effective for financial statements for periods
beginning after June 15, 2014.

GASE No. 69 - GASH has issued Statement No. 69, Government Combinations and
Disposals of Government QOperations This Statement establishes accountkng and
financial reporting standards related government combinatrons and disposals of
government operations As used in this Statement, the term government
combinatigns includes a variety of transactions referred to as mergers, acquisitions,
and transfers of operafions. This Statement requires disclosures to be made about
govemment combinations and disposals of govemment operations to enable
financial statement users to evaluate the nature and financial effects of those
transactions. The provisions of this Statement are effective for financial statements
for periods beginning after December 15, 2013.

GASB No. 70 - GASB has jssued Statement No 70, Accounting end Financial
Reporting for Nonexchanga Financial Guarantees. The objective of this Statemenl is
to improve accounting and financial reporting by state and local governments that
exiend and réceive nonexchange financial guarantees. The provisions of this
Statement are effective for reporting periods beginning after June 15, 2013.

NOTE 11 SUBSEQUENT EVENTS

The Upper District has evaluated events or transactions throug the
date on which the financial stalements were available to be . “tial
récognition or disclosure in the financial statements and determined no other
subsequent matters require disclosure or adjustment to the accompanying financial
statements
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Upper San Gabriel Valley Municipal Water District

Required Supplementary Information
Years ended June 30, 2013 and 2012

Schedule of Funding Progress — CalPERS

Unfunded Unfunded
Actuaral Actuarial
Entry Age Accruad Accrued
Actuarial Liability Liability as
Aduarial Accrued {Exmess Annual Peicentaga
Actuaral Asset Liabifity Aszets) Funded Covered of Covered
Valuation Value {(AAL) [(B) - tAY] {UL) Ratic Payrolt Payrall [{B) -
Date in '000s in '000s in '000s fta) 7 (B)] in '030s {{tAEN]]
{(A) (8 {<) D) {E) (F})
June 30,2008 § 1674260 $ 2140439 % 466 179 78.22% ¢ 440,071 105 93%
June 34, 2010 1815872 2,297,871 A82 158 79 02% 434,023 11 10%
June 30, 2011 1.981,073 2,486 708 505,636 79 67% 427,300 118 32%

The following is a summary of the actuanal assumptions and methods-

Actuarial Assumgptions
Investment Rate of Return

Projecled Salary Increases

Infistion
Payrall Growth
Individual Salary Growth

7 75% (net of adminisirative expenses)

{Changed to 7.50% for June 30, 2011 valuation)
3.55% to 14.45% depending on age, service, and type

of employment

3.00% {Changed to 2.75% for June 30, 2011 valuation)

3.25%

A merit scale varying by duration of employment
coupled with an assumed annual inflation growth of
2.75% and an annual production growth of 0.25%.

Note: Information shown above is for comphance with GASB No. 27 for a cost-gharing muitiple

employer defined benefit plan.

Schedule of Funding Preqress — OPEB

Unfunded
Unfundad Actuarial
Aduarial Accrued
Entry Age Accrued Liability as
Actuarial Liabihty Percentage
Actuarial Actuarial Accrued (Excess Funded Annual of Covered
Valuahon Asget Liabiity Assels) Ratia Covered Payrall [(B} -
Date Value {AAL] [(B) - (A (UL} [tA) /(B Payroll {{AW(EY]
(A) {B) (C) (D) (B) (R
June 30, 2009 $ $ 3098596 $ 3,098,596 000% § 737,000 420%
Jung 30, 2012 2,988,114 2.968,114 000% § 931.000 312%

The significant assumptions in the computation include a discount rate of 5% per annum,
inflation of 3% per annum and an annual increase in payroll of 3.25%

See report of independant sudilors.
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Upper San Gabriel Valley Municipal Water District
Statistlcal Section
Years ended June 30, 2013 and 2012

This part of the Upper District's comprehensive annual financial report presents detailed information
as a context for understanding what the information in the financial statements, nole disclosures,
and required supplementary information says about the Upper District's overail fimancial health.

Table of Contents
Page

Financial Trends

These schedules contain information to help the reader understand how

the Upper District's financial performance and financial condition have

changed over time 29
Revenue Capacity

These schedules contamn informaton to help the reader assess the

Upper District's most significant own-source revenue, water sales, 3
Demographic Information

This schedule offers demographic indicators to help the reader

understand the environment within which the Upper Distret's financial

activities take place 37
Operating Information

This schedule contains service and infrastructure data to help the

reader understand how the infarmation in the Upper District’s financial

reporl refates to the service the Upper District provides. 39

See report of independent auditors.
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Changes in Net Position
Last Ten Fiscal Years {Unaudited)
{ln Thousands)

Fiscal Year Ended Juns 30

A004 2005 o6 2007 Z008 2009 M4 P Lk ani2 2013
Changes ¢ nat posdion
Operahng revanses § 29600 § 16435 % 18528 3 10325 % 15323 5§ a.566 5 14487 3% 26057 % 15318 & 17,837
Opalalt Bxpenses {24,103} [§8,172) {22,330} {14 30 {18 935) {18 793} (16 887} (28 331) [18,258) (16.847)
Deprecaticn and amorizaton (157} (1N (123} (272 {233 (328 {0} [338) {377 {458
Operating Income floss} _ (2.270 (2.854) (3,927 (2,058} {4,008) {4 555} (5.740) (2813) 3,917} {45011
Monoperating revenced [Sxbantis)
Sandby cheges 4 026 3,584 3.558 3487 3 563 356 ALTE 1573 3578 R
Monopofating program axpenses . - - - - - - {174) {2 206) (99}
e giment pammngs 452 23 1.035 1188 1741 408 154 i -1 4
Tases 728 56 80 284 315 335 305 353 a37 e
Change i fair value of nvesimen s (6B) 12 {118) 110 g5 - - - - -
Crher revanue [papensa) net 3 - - 1 11 - - - - -
Net nenopgrating revenues [expenaca) 4 G652 4,375 4,555 5,088 5.095 4 287 4,035 3.8 1.672 2971
Hot Incoma [loas) before cepital contnibutlons 2082 1521 &8I0 1,032 10487 [268) {1705 1.218 (2, 245) 11 530)
Contrgaitions. for capia| eoguastionconsiruchon 228 1172 2740 sev? 70 * 006 1,A0d 3568 1645 4,927
Changes Innetoddition & 2610 5 2853 5 3358 § 18918 % T iet % 736§ e 8 A784 % {6007 3 3,387

Source: Finance and Administration Deparfment

See report of independent auditors.
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Upper San Gabriel Valley Municipal Water District
Imported Water Rates and Charges (Unaudited)
Fiscal Years Ended June 30, 2013 and 2012

Rate per Acre-Foot

Upper
Diatrict
MWD Surcharge Total
Fiscal Year Ended Juns 30, 2013
July 1, 2012 to Daecember 31, 2012
Full Service Treated Tier 1 b3 794 S BD & 874
Full Service Treated Tier 2 620 30 1,000
Full Service Untreated Tier 1 560 80 640
Full Service Unlrealed Tier 2 685 80 768
Replenishment, Untreated 442 80 522
January 1, 2013 to June 30, 2013
Full Service Treated Tier 1 % 247 S 80 ] Q927
Full Service Treated Tier 2 ooy 80 1,077
Full Service Untreated Tier t 593 80 673
Full Service Untreated Tier 2 743 80 823
Replenishment, Untreated - - -
Fiscal Year Ended June 30, 2012
July 1, 2011 lo December 31, 2611
Full Service Treated Tier 1 3 744 3 96 k] 840
Full Service Treated Tier 2 869 115 984
Full Service Untreated Tier 1 527 42 569
Full Service Untreated Tier 2 552 61 713
Replenishment, Untreated 409 20 429
January 1, 2012 o June 30, 2012
Full Service Treated Tier 1 3 794 3 80 $ 874
Full Service Treated Tier 2 920 a0 1.000
Full Service Untreated Tier 1 560 80 640
Full Service Untreated Tier 2 586 80 766
Replenishment, Untreated 442 80 522

Source: Frmance and Administration Departrment

See report of independent auditors.
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Water Rates per Acre-Foot (Unaudited)
Last Ten Fiscal Years

Full Service Troated Full Service Treated Full Sarvice Untraated  Full Sarvice Untreated
As of June 30 Tiar 1 Ter 2 Tlar 1 Tler 2 Reple nishment

2004 3 45255 & 53760 § - 8 - 246 65
2005 48423 560.28 - - 246,65
2006 48423 8503 - - 251.90
2007 549.00 549 80 - - 2581.90
2008 549.00 54580 348.55 450 35 25180
2009 651.00 808.00 450.00 B77.00 251.90
2010 T87.00 52600 526.00 655.00 386 .00
2011 840.00 B84.00 %69.00 713.00 429.00
2012 B74.00 1,.000.00 640,00 786.00 522.00
2013 9z7.00 1,077.00 873.00 B23.00 -

Soures. Finance and Administration Department

See report of independent audritors.
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Treated Water Sales by Customer
Last Ten Fisca! Years {Unaudited}
{in Acre-Feet)

Goldan
State/
Southemn Valley
Fiscal Year  California City of Southwast Watermaster/ County
Ended Water South Water City of City of City of City of Water
June 30 Company Pasadena  Company Alhambra Arcadia Monrovia Azusa District Total
2004 1,040 124 12,622 3,088 540.5 - 1.875 8.114.4 27,675
2005 1,138 209 7,316 Z.588 - 0.8 1,110 123.0 12,885
2006 935 74 6,490 2,818 - 5.1 663 - 10,981
2007 458 178 9,483 2,963 - - 1,207 0.1 14,250
2008 284 453 5,406 3027 95.3 - 338 - 9,607
2008 167 180 3,544 3,065 1,308.9 0.2 179 - 851
2010 475 18 1,488 2612 26859 - - 1.678.6 6,557
2011 257 14 £88 2,425 0.2 - - - 3426
2012 172 5 799 2,999 - - - - 3,975
2013 17 196 278 3037 0.1 - - - 3,529

Source: Finance and Administrafion Department

See report of independent auditors.
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Upper San Gabriel Valley Municlpal Water District
Damographics and Economic Statistics — Los Angeles County
Last Ten Calendar Years {Unaudited)

Calendar Personal Income Per capita Unemployment

Year Population {In Theusands) Personal Income Rate

2004 9808494 S5 338203048 3 34 481 6 5%
2005 9,803,912 357,186,377 38,433 5.4%
20086 9,760,598 385,724 212 39,518 4.8%
2007 9,734,701 400,366,343 41,128 51%
2008 9,779,254 412,638,667 42,185 7.5%
2009 9.848 011 402,458,119 40,867 11.6%
2010 9,818,605 410.674.615 41,791 12.5%
2011 0,882,056 423,913,463 42 564 11.6%
2012 N/A N/A N/A N/A
2013 NIA NA N/A, N/A

Notes:

MNAA - Information not available.

Upper District ulifizas County data from the U 5. Depariment of Commerce
Bureau of Economic Analysis. Upper Dislrict believes thal trends shown
by these data are indicativa of canditions within the service area Census
data has nol been updated for the ysars 2012 and 2013.

Only County dala is eguiardy updated. Upper District befieves What trends shown
by (hese dala are indicafive of condilions wilthin its service area,

Sowrce; U.5 Bureau of Ecorome Analysis and Census Bureay

See report of independent auditors.
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Upper San Gabriel Valley Municipal Water District
Ten Largest Employers in Los Angefes County {Unaudited)
June 30, 2013

Employer Number of Employees
County of Los Angeles 95,700
Los Angeles Unified School District 73,300
Federal Government {includes U.S. Postal Service) 48,100
City of Los Angeles (includes DWP) 47,700
University of California, Los Angeles 41,000
Kaiser Permanente 36,500
Slate of California (non-education) 30,400
Nerthrop Grumman Corp. 18,000
University of Southern Californiza 16.800
Target Cerp. 14,200

Note: Data was based on 2011 figures which are the latest available information.

Source: Los Angeles Almanac

See report of independent auditors.
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Upper San Gabriel Valley Municipal Water District
Operating Indicators - Ganersal
Last Ten Fiscal Years (Unaudited)

Number of Active Employees

June 30 FTEs
2004 7
2005 5]
2006 7
2007 7
2008 9
2009 g
2010 8
2011 g5
2012 i0
2013 9

Capital Assels par Program
{in thousands)

Water Construction- Total
June 3¢ Recycling  Adminigtration  In-Progress Capital Assets
2004 5 2839 3 1,538 3 3866 § 8,243
2005 2,839 1,555 8,193 12,587
2006 2,839 1,576 12,496 16,911
2007 14,263 1,573 3,941 19,777
2008 14,392 1,596 4,963 20,951
2009 14,999 1,584 7,116 23,709
2010 15,203 1,611 12,305 29,119
2011 15,203 1,662 21,643 33,808
2012 15,203 1,848 27,191 44,242
2013 204878 1,896 32,583 55,357

Source; Fingnce and Adminisiratron Depariment

See report of independent audifors,
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Operating Indicalors — Water Conservation
Last Ten Fiscal Years {(Unaudited)
{In Millions of Gallons)

An effectiva watar eonservation program plays a crilical role in promohing water use eficlencies that increase avalabie supply of water rom exsbng sources 1 suppert economic growth,
R Is aka signrficantly less costly and more anergy and aosi-afficient than developing new sounces of waler, Recogneong these, Upper District has developed over the years a robust
programm that not only promoles water capsarvation and public awareness on waler issues but akka one 1hal has generaled sgnificant Idelime water savings. The lable below shows the
Iifatime waler savings rom Upper Distric's varkous conservation programs for the past len iscal years.

Project/Device 2004 2005 2008 2007 2008 2008 010 2011 2012 2013
Turd Removal Program - - - - - - . . 67,79 -
CAFinancial ncentive Relrofits (Sav-A-Bock Program) - . - - - - . - - -
Cit Water Efficlent Rebate Pregram 139.03 8852 2418 BBD.73 452 .89 1.112.03 236.26 10514 218.89 44 04
Showechends 2.22 4,16 416 27,71 a3 11.08 &En - - -
Aprators 166 0.64 094 4.21 1.33 2.00 - - - -
HECW Rebste Program 115,88 5577 oL 95,04 13041 206.01 185.90 - - -
Owve Sparts Park Water EMiclent Landscape Progecl - - . - - - - - - -
LLFT/HET Cistribullon Prograrm 67.43 &24.26 647.24 691,40 637.47 607.78 553.14 278,43 554 .52 -
Ringe & Save Spray Vake Retrofit Program - 53.26 T.50 - . - - - - -
Syninetie Turf Retrofit Program - - 58.1%¢ 75.1% 37.59 28.80 2.5 - -
WEIC Disiribution - - - 2255 - - - - .
Rewdeniial Rebale Program - - - B - 136.37 a7 .46 8607 20754 19217
FPP-Ready Pak - - - - - 335.00 - -
Total 2T A2 526,91 1,168.28 1.506.83 1,268.00 2I410.27 1,109.87 811,71 1,108.74 238,21

Souwrco: Planning, Engineenng ang Resources Depariment

See report of independent auditors.
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Uktra-Low Flush and High-Efficiency Teoilets Distributed
Last Ten Fiscal Years {Unaudited)

2004 2005 20086 2007 2008 2005 2010 2011 2012 20713*

Alhambra - - 1 4 2 - 2 - 2 -
Arcadia - 98 198 262 466 o5 65 52 163 -
Azusa 204 2 19 4 3 o g 3 B -
Baldwin Park - 54 748 145 141 187 185 IG5 137 -
Covina 7z 10 A8 38 a2 32 =1} 23 27 -
Duarte - 55 105 2499 17 45 22 18 13 -
El Monte - z11 Sb4q 352 as2 437 173 B7 214 -
Glendara 3 2 1 2 2 2 15 2 12 -
Hacienda Heights - 44 &1 67 g1 62 350 27 49 -
Indusiry - - - - - 4 - - - -
Inrdate - 4 2 - 6 3 4 6 2 -
La Puente - =1;} 162 128 122 345 400 8& 103 -
Monrovia - B 220 158 37 30 18 36 40 -
Rosemead - 405 212 157 275 151 91 81 353 -
San Gabriel - 170 187 199 234 B4 B& 49 414 -
Sauth El Mante - 9 84 23 122 53 23 B 22 -
South Pasadena - 13 17 31 182 5 26 8 21 -
South San Gabriel - 8 2 2 2 4 4 2 [ -
Tample City - 55 82 119 208 95 65 98 223 -
Vailinda - 14 12 6 10 19 28 10 11 -
West Cowina 12 47 94 58 52 493 280 ) 1562 -
Whitlier - 2 4 3B 5 17 14 - 14 -
Others 5 12 2 13 13 8 i} - 13 -

206 1,322 2871 2.15% 2.374 2,182 2016 1,003 1,899 -

* Mote: Dunng FY 12113 Upper District did ot hold HET distnbuton esents inhouse. Instead, Lipper District provided a 1otal of 3116,500 in incentie payments
to the producers for this program fom MWD Comeration Credits Program. A total of 2,330 HETs wem dhs tributed by two producers withen the Upper
Drsirict’s boundarhes.

Source. Planning. Engineanng and Resources Depardmoent
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Report of Independent Auditors ¢n Internal Cantrol Over Financial Reporting
and on Compliance and Cither Matters Based on an Audit of Financial Statementa
Parfarmed in Accordance with Government Auditing Standards

The Honorahle Membears of the Board of Directors
Upper San Gabrisl Yalley Municipal Water District

We have audited, in accordance with the auditing standards gensrally accepted in the United States
of Amenca and the slandards applcable to financial audits conlained in Government Auditing
Standards issued by the Comptroller General of lhe United States, the financial slatements of Upper
San Gabriel Valley Municipat Water Oistrict (the Upper District), as of and for the year ended June
30, 2013, and the related notes {0 the financial statements which collecty="- ===~~~ *~- Lipper
District's basic financial staterments, and have issued our report thereon date

Internal Contro! Over Financial Reporting

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

A deficiency in intamal conirol 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 matenal weaknass is a deficiency or a
combination of deficiencies, in internal contral, such that there is a reasonable possibility that a
material missiatement of the entity's financial statements will not be prevented, or detected and
corrected on a timely basis A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a materal weakness, yet imporlant enough lo merit
attention by those charged with governance.

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

Compliance and Cther Matters

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

The purpose of this report is solely to describe the scope of our testing of ntemal contral and
compliance and the result of that testing. and not to provide an opinion on the effectiveness of the
Upper District's internal contrel or on compliance This report is an integral part of an audt
performed in accordance with Goverrment Auditng Standards in considering the entity's internal
contrel and comphance Accordingly, this communication is not suitable for any other purpose.

California
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Report of Indepandent Auditors on Compliance with Requirements
That Could Have a Direct and Matsrial Effect on Each Major Program,
Internal Control Cver Compliance, and on the Schedule of Expenditures
of Federal Awards, in Accordance with OMB Circular A-133

The Honorable Members of the Board of Directors
Upper San Gabrie! Valley Municipal Water District

Report on Compliance for Each Major Federal Program

We have audited Upper San Gabriel Valley Municipal Water District's {the Upper District) comphance
with the types of compliance requirements described in the OMB Cwcular A-133 Compliance
Supplement that could have a direct and material effect on the Upper District's major federal
programs for the year ended June 30, 2013 The Upper Districts major federal programs are
identified in the summary of auditors' resulls section of the accompanying schedule of findings and
questioned costs

Management's Responsibility

Management is responsible for compliance with the reguirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditors’ Reaponsibility

Qur responsibility is to express an opinion on compliance of the Upper District's major federal
programs based on our audit of the types of compliance requirerments referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Govermmeni
Auditing Standards, issued by the Comptroller General of the United Sfates; and OMEB Circular A-
133, Audits of States, tocal Govarmments, and Non-Frofit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to cobtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have
a cirect and material effect on a major federal program occurred An audit includes examining, on a
test basis, evidence about the Upper District's compliance with those requiremeants and performing
such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major
federal programs. However, our audit does not provide a legal determination of the Upper District's
compliance.

Opinion on Each Major Federal Program
in our opinion, the Upper Distnct comptlied, in all matenal respects, with the types of compliance

requrements referred to above that could have a direct and material effect on its major federal
programs for the year ended June 30, 2013.
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Report on Intemal Control Over Compllance

Management of the Upper District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above (n planning
and performing our audit of compliance, we considered the Upper District's internal control over
comphance with the types of requirements that could have a direct and material effect on its major
federal programs to determire the auditing procedures that are approprate in the circumstances for
the purpose of expressing an opinion on compliance for its major federal programs and to test and
report on internal contral over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an cpinion on the effectiveness of internal contro! over compliance.
Accordingly, we do not express an opinion on the effechveness of the Upper District's internal
contro! over compliance.

A deficiancy in internal conirol over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent. or detect and correct, noncompliance with a type of complance
requirement of a federal program on a timely basis A matenal weakness mn intermal controi over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and comrected, on a timely basis.
A significant deficiency i internal control over compiiance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
pregram that is less severe than a material weakness in internal control over compliance, yet
important enough te merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identily all deficiencies in internas control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in inlemal control over compliance that we consider to be malerial weaknesses
However, material weaknesses or significant deficiencies may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of OMB Circular A-133. Accordingly, this report is not suitable for any other purpose

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial slatements of Upper San Gabriel Valley Municipal Water District, as of
and for the year ended June 30, 2013, and the related notes to the financial statements, which
colle=* ~=** ~==~--- the Upper District's basic financial statements We issued our report thereon
date vhich contained an unmodified opinion on these financial statements. Our audit
WS v o 0@ pUrpose of forming an opinion on the financial statements that collectively
comprise the basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is
not a required part of the basic financial statements. Such information is the responsibilty of
management and was derived from and refates direclly to the underlying accounting and other
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records used to prepare the basic financial statements. The information has been subjected 1o the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such Information directly to the underlying
accounting and cther records used to prepare the basic financial statements ¢r to the basic inancial
staterments themselves, and other addiional procedures in accordance with auditing standards
generally accepled in the United States of America In our opinion, the schedule of expenditures of
federal awards is fairly stated in all matenal respects in relation to the basic financial statements as a
whole.

California
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Upper San Gabriel Valley Municipal Water District
Schedule of Expenditures of Federal Awards
Year ended June 30, 2013

Federal Grantat! Frogram
Paen Through Grantorf CFDA Identfication Federal
Program Title Humbar Numbes Expondinres

U.8, Deparmeanrnt of Intorior

Dhect Progmms
Amencan Recowery and Reinvestment Act of 2005 (ARRA}

City of Industry Project, San Gabnel Valley Water Reclamation Project 15504 R10ACISRI14 $ 2,079,643 *
LI 8. Bureau of Reclamation

Indirect Rewse Groundvater Replenshment Project Feasibily Stody 15504  R12AC15347 56,952
Passed through the San Gabnel Basin Waler Quatity Autharly

San Gabnel Valley Water Reclamation Froject Consliughion t5 54  ROSACISE20 1,245764 °
Subtolal 1382423

¥Water Consenalion Fleld Saraces Program
Waler Consenatioh Masier Plan 15530 R11AP1S312 73,604

Environmental Protection Agency

Pacsed lhmough the Stete VWater Resources Contrgl Brard
ARRA - Capitalization Grants for Stale Rewhing Funds Gb 458  059-803 5500 5035580 *

£ 8,451,811

" ldantified az major program.
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Upper San Gabriel Valley Municipal Water District
Motes to Schedule of Expenditures of Federal Awards
Year ended June 30, 2013

NOTE 1

NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Scope of Presentation

The accompanying schedule presents only the expenditures incurred by Upger San
Gabriel Valley Municipal Water Disinct {the Upper District) that are reimbursable
under programs of federal agencies providing financial awards. For purposes of this
schedule, financial awards include federal awards received directly from a federal
agency and federat funds received indirectly by the Upper District from a nonfederal
agency or other organization. Only the parlion of program expenditures reimbursable
with federal funds is reported in the accompanying schedule. Program expenditures
in excess of the maximum reimbursement authorized or lhe portion of the program
expenditures that were funded with other state, local or other nonfederal funds, f
any, are excluded from the accompanying schedule.

Basis of Accounting

The Upper District utilizes the acerual basis of accounting. The accompanying
schedule of expenditures of federal awards was also prepared on the accrual basis of
accounting Expenditures reporied included any property or equipment acquisitions
incurred under the federal program which were recorded as capital assets. The nature
of the Upper District’s reporling entity and the Upper Distnct's specific accounting
policies are ouflined in Note 1 of the notes to the Upper District's basic financial
statements.

Schedule of Expenditures of Federal Awards Presentation

The Schedule of Expenditures of Federal Awards presented is prepared anly from the
accounls of the Upper District's grant programs and, therefore, does not purport to
present the financtal position or results of aperations of the Upper District.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Total expenditure amounts reported in the accompanying Schedule of Expenditures of
Federal Awards agree with the tolal expendilure amounts reported in the related
federal financial reports in all material respects.
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Upper San Gabriel Vallay Municlpal Water District
Schedule of Findings and Quesationed Costs

Year ended June 30, 2073

Section | - Summary of Auditors’ Reaults

Financial Statements

Type of auditars’ report 1ssued on the
hnanciat statements:

Internal control over financial reporting’
Material weakness(es) identified
Significant dehciency(ies) identified

that are not considered o be
material weaknesses

Noncompliance material ta financial
statements noted

Federal Awards

Internal control over its major programs:
Material weakness{es) identified
Significant deficiency({ies) identified

that are not considered to be
matenal weaknesses

Type of auditors’ report issued on compliance
for its majar programs.

Any audit findings disclosed that are
required to be reporied in accordance
with section 510(a) of OMB A-133

Identification of Major Programs:

CFDA Number(s}:

15.504

66 458

Doblar threshold used te distinguish
between type A and type B programs:

Auditee qualified as a low-nsk auditee?

Unmodified

No

None reporled

No

No

None reported

Unmedified

Mone reported

Namea of Federal Program or Cluster:

ARRA - San Gabriel Valley VWater
Reclamation Praoject
Construction

ARRA - Capitalization Grants for Siate
Revolving Funds

$300,000

Yes
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Upper San Gabrie! Valley Municipal Water District
Schedule of Findings and Questioned Costs
Year ended June 30, 2013

Section Il - Financial Statement Findings

There were no financial statement findings noted during the fiscal year ended June 30, 2013,

Saction lll - Federal Award Findings

There were no federal award findings noted during the fiscal year ended June 30, 2013
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Upper San Gabriel Valley Municipal Water District
Status of Prior Year Audit Findings
Year ended June 30, 2013

Section IV — Status of Pror Year Findings

There were no reperted findings for the fiscal year ended June 30, 2012,
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The st time the delta enjoyed a significant influx of fresh water was in the late 90s, a period of

unusually high precipitation in the Colorado watershed that resulted in “surplus” water passing

through the basin's dams, across the international border, and on to the thirsty deita in northwestern
exico.

Writing in this week's issue of Eos, a publication of the American Geophysical Union, seven scientists
who have collectively clocked decades of research in the Colorado Delta note that those 1990s flood
pulses “"demonstrated the resilience of the riparian zone and gave hope for its potential restoration,
should a regular supply of water be found.”

Minute 319 calls for a flood pulse of 105,392 acre-feet {130 million cubic meters). The water will be
released from Lake Mead at Hoover Dam, and then, mimicking the historic natur: flood, wi flow
south to the delta.

Compared with the pre-dam sprin  ‘ood of some 15 million acre-feet, this pulse appears paltrv B
the delta scientists expect it to be sufficient to flood low terraces and backwaters, move chan:
sediments, recharge groundwater, and promote the :rmination of native cottonwoods and w  ws,
which create prime habitat for birds.

Last February, a National Geographic team and I traversed parts of the delta with Osvel Hinojosa
Huerta, an ecologist with the Mexican conservation organization P Jatura Noroeste and a co-author
of the Eos article. We visited a local_nurserv that was growing young cottonwoods, willows and
mesquite, native trees that are being plante 3long the river channel and in wetland restori on
sites. The anticipated spring flood will help them get established and reproduce.

Teams of scientists from both sides of the border are collecting pre-fiood haseline data and, after the
flood, they will track the immediate and longer-term ¢ 3cts on the delta’s vegetation, birds, wildiife,
and other ecosystem attributes.

The ape is that beneficial results, and the potential for more, will lead the two countries to
the restoration effort beyond this p t period and establish a longer-term commitr ntto re
the delta.

The experimental spring flood offers a ire scientific opportunity, to be sure.

But even more important, it  a crucial step toward restoring a great aquatic ecosystem, and shows
the power of political and scientific cooperation in solving our water problems.
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to help California prepare for a potentially crippling drought. These steps could include expedited
water transfers and callin on the Federal Emergency Management Agency to provide relief.

While leaders in Sacramento are formulating strategies to prepare for the possibility of a severe
drought, those closer to home are already seeing signs of a state water shortage.

“From the air, Folsom Reservoir looks like a puddle that's all dried up,” said Calaveras County Water
District tirector Don Stump, in reference to a recent flight he took over eastern Sacramento County.

“Melones (Reservoir) isn't pretty either,” he continued. “You can see islands out there that we haven’t
seen in years.”

Stump isn't e only CCWD board member who has seen evidence that the state’s water supply is at
critical levels. On a recent drive up Interstate 5, CCWD Director De is Dooley noticed a surprisingly
tow water level in Lake Shasta, which is the state’s largest reservoir with a capacity of more than 4.5
miilion acre-feet.

Dooley said that, by 1w, reservoirs are not allowed to be fu in the winter. This allows them to be
filled up during the rair season. Despite this requirement, Dooley said that Lake Shasta looked
p: fully parched.

"1t looked extremely low to me,” Dooley said. “You'd expect a low water level this time of year, but it
was lower than where I would‘ve expected for December.”

Docley added that if there’s a shortfall of water in Califor 3, the state could require water
conservation measures,

' ere were problems when we 3d seven years of drought  the early to mid-90s,” Dooley
continued. “Witl it rain coming later this year, the water wars are shaping up to be vicious.”

While it's possible that California will experience severe drought conditions in 2014, Mitch Dion,
general manager of CCWD, said that the direct impact on Calaveras County will be minimal.

“As a philosophical matter, we should all regard water as a precious resource,” Dion said, adding that
Calaveras County has reliable water sources at its disposal. However, Dion cautioned that there could
be secondary consequences for Calaveras residents if they fail to exercise good judgment with regard
to water use.

“QOur state economy is driven by the Bay Area and Southern California,” Dion said. “If those portions of
our state suffer (because of a lack of water), we’re going to be in worse shape. We're one state and
we're connected economically.”

Dion also said that California‘s agricultural economy relies on water,
“It's not good for us to use water with reckless abandon,” Dion continued, adding that Calaveras
County residents w not benefit from paying $50 for a head of lettuce because the demand for

irrigation in the Central Valley outstrips the supply, and the price of water skyrockets.
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Water deal: Infrastructt re help for Mexico,
water for Ca ifornia agenc’2s

by Ian James | MyDesert.com A Gannett Company

Several of the nation’s rgest water ¢ tricts will help Mexico pay for repairs to water infrastructure

and in return will receive additional supplies of water from the Colorado River.

1e Imperial Irrigation District and the Metropolitan Water Dis  ct of Southern California announced

the agreement on Thursday during a conference of Colorado River water users in Las Vegas.

Under the agree :nt, ez agency is to provide $2.5 million to help Mexico with upgrades to canals
and other water infrastructure, some of which was damaged in the 7.2-magnitude earthquake that hit
the Mexicali area in 2010. The California water agencies said in a statement that the Southern :vada

Water Authority and the Central Arizona Project w  also provide funding to Mexico.

In exchange, the U.S. water agencies will be able to store in Lake Mead up to 95,000 acre-feet of
water that is expected to be conserve through the project. The shares of water for I1D and the

Metropolitan Water District will each amount to 23,750 acre-feet, or more than 7.7 billion gallons.,

*It helps the :els of Lake Mead, and that’s st a concern for all of the river users,” said Marion
Ct npicn, a spokeswoman for IID. “We'll be able to use some of this water, and we’ll actually save

money.”

Severe drought along the Colorado River has kept water |evels in its reservoirs near historic lows, and
federal water managers have responded with a plan to reduce the flow of water from Lake Powell to

Lake Mead.

IID, which delivers water to the farms of the Imperial Valley and is one of the nation’s largest water
districts, wi oe able to use some of the additional water supplies to pay back recent overruns in its

use of water from the Colorado River.
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The water districts’ announce 1ent follows a landmark 2012 agreement between the United States

and Mexico that changed the rules for sharing water from the Colorado River.

Chamg 1 said IID agreed to the latest pact after negotiations with the Metropolitan Water District,

The cooperation between two water districts that previously have been at odds was praised by Bureau
of Reclamation Commission Michael Connor, who saic 12 :tter that he hopes their relationship is
now “indicative of the larger region. coordination that has become the hallmark of the Colorado

River.”
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"But un they actuz r have a place they can deploy these technologies in a deep sea
environment, they'li pretty much only be ideas on a white board," said Blakeslee.

Cal Poly has the next year to prove California has the infrastructire capabilities to handle the
power generated by the wave energy device. They'll also take a look at ecosystem impacts, saying
initial researc suggests it would be minimal.

Cal Poly has been awarded a $750,000 grant for research over the next year.
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cost our customers money but also could improve the reliability of the water that we need to sustain

our aquifer.”

Ina :ent series of articles, The esert Sun documented significant long-term declines in
groundwater levels in the Coachella Valley  spite deliveries of water from the Colorado River, which

is used to recharge the aquifer.

The Coachella Valley Water District and the Desert Water Agency, both of which exchange their
allotments from the State Water Project for equivalent amounts of Colorado River water, ave strongly
suppc ed the proposed Bay Delta Conservation Plan as a way to obtain larger and more stable

deliveries of water.

The Metropolitan Water District of Southern California has also backed e j¢ it state and federal plan,

and estimates its customers could see their bills go up by an average of about $5 a month.

The water agencies paint out that su} ies of water flowing from the Delta to the canals and pipelines
of the State Water Project have grown less reliable in recent years. Deliveries of water have been
limited in some years due tc :gulators’ efforts to protect fish such as endangered Delta smelt.

Supporiters of the elta pli say it would help dwindlin ‘ish pepulations.

Opponents call the plan a boondoggle and have argued that the tunnels would harm the Delta

ecosystem and wouldn't fix the state's water problems.

Some experts, such as Peter Gleick of the Pacific Institute, have also questioned whether the plan

would achieve its stated goals, a have said a list of important questions remain unanswered.

But officials of the Coachella valley’s water agencies say that they view the project as crucial and that

without it, the amounts of water reaching the area are projected to decline.

During his presentation, Cheng showed a slide illustrating those projections by the state. Since 2005,
the water agency has on average received 58 percent of its full allocation of water through the State

Water Project, down from an average of 77 percent before that year.

2of3


















MWD general manager Jeff Kigh! 1ger said the n won't mean more water for Southern California,
but maintain what the region is already getting.

“We aren't looking for more imported water,” Kigh 1ger said.
Instead, the point is to make water supplies reliable, he says.

Nearly 70 percent of the project’s cost would fall on Metropolitan and other wa  contractors. In the
Central Valley that includes powerful corporate farming interests <e Westlands Water District,

Cities an ‘armers are currently negotiating behind closed dot  to sort who wo | pay what.

“Urban Southern Califgrnia will certainiy pay for its fair share,” Kightlinger said. “But we're not going
to pay for more tt 1 its fair share.”

Southern California's fair share
For most local ratepayers, that probably means an additional $5 a month on utility bills for decades.

But Jonas Minton with the Sacre nto-based Planning and Conservation League says that number’'s a

fantasy.

He's part of a broad coalition of environmentalists and Delta area activists who say it’s too soon to
know how much the additional cost v  be because the project is still in its early planning stages.

“Thatis ts,” Minton says.

He warns ratepayers will grow weary of repeated rate hikes tc 2ep up with costs.

“There’s only so much people can pay and are willing to pay,” he says.

The project’s backers counter there's plenty of time to work out these issues. The public comment
pericd remains ope ‘or 120 days. Then the finalized project goes to state agencies, including the

Department of Fish and Wildlife, for permitting. There’s a long process for this big project before the
first shovel of dirt gets turned.
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Renovations planned for South Laguna tunnel
and pipeline project

South Coast Water District offers changes after residents raised concerns about traffic and noise.

By Bryce Alderton

shore up a two-mile underground tunne! and replace an aging sewer eline in South Laguna.

City planning commissioners will review the changes to the estimated $80-million project when they
meet next week.

Concerne about the possibility of traffic and construction-related noise, residents called for changes
to how the work would be implemented during an October Planning Commission mee  g.

Jjose requests were taken into considerations when the proposed changes were drafted, district
spokesman Steve Greyshock said.

The district has proposed a 15,000-square-foot staging area at Fourth Avenue and South Coast
Highway that would provide an area for work-related ve les to come and go.

To mitigate possible noise, the proposal calls for the three sides of the staging area that face houses
to have 12-foot-t: sound walls, except for a 10-foot sliding gate for vehicles to enter and exit along
Fourth, Greyshock said.

“There was a section of the sound w  abutting Virgitr  Way that was roposed at 10 feet, but the
dist thas amended the plan to build that section up to 12 feet in response to its dialogue with
residents,"” Greyshock said in an email.

A portion of the side facing Virginia Way would have 12-foot-tall beams, but the soun wall would be
only 10 et, Greyshock said,

The district will conduct noise surveys once construction begins — twice in the first month and once
each in the second and fourth months, according to a November district letter to commissioners and
Community evelopment Director John Montgomery.

"The sound wall is modular, so if the sound retention goals can be achieved at a lower height, and
residents would like it at a lower height, the district has the ab :y to [lower the wall's height],"
Greyshock said in an email.

Residents were also concerned about construction vehicles using Virginia Way to access the staging
area.

District officials listened to those concerns and proposed that vehicles use only Fourth and South
Coast Highway to access the staging area and not Virginia, Greyshock said.

The district does not plan any changes to the underground portion of the project, Greyshock said.
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The district is seeking conditi al use and coastal development permits to repair the tunnel, which is
six feet wide by six feet high, and runs parallel to Coast Highway. The stretch is primarily located
beneath privately owned oceanfront properties that span from about iree Arch Bay to Aliso Beac
Park, according to a district staff report.

The tunnel is deteriorating and repairs are needed to prevent it and the sewer pipe from failing,
according to the report.

The tunnel, wit an interior of earth, rock and timber supports, houses a sewage pipeline that handles
1 million gallons of sewage daily from South Laguna and Dana Point, according to the district website,

District ¢ ials want to shore up the tunnel's interior with "shotcrete," a spray-on form of concrete.
The five-year project is expected to cost $80 million, Director of Operations Joe McDivitt said.
Construction cot | begin in 2014,

istrict staff also took the public on tours of the sewer tunnel after the October planning commission
meeting, which Greyshock said fostered community wvolvement.

The Planning Commission will take place at 6:30 p.m. Wednesday int y Council chambers at City
Hall, 505 Forest Ave.
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C-WIN also says the state’s argument that the tunnels would be a better plan in case the Delta were

to ever have a serious earthquake fails sinch a much cheaper aiternative is at hand.

1e seismic risk to the Delta can be mitigated simply by strengther g existing levees, it says.

“We can buttress the Delta’s levees to withstan major quakes from any nearby fault for $2 billion to
$4 billion,” says Jim Edmondson, a C-WIN director. “This is a public works project that makes real
sense, The price tag is reasonable, an :he Delta’s water infrastructure and croplands would be

protected at a fraction of the cost of the Twin Tunnels.”

Mr. Edmondson says California needs to reach beyond the Delta when considerir  future water

policy.

“The elta isn’t a bottomless we " he says. "It can't meet ¢ of California’s water den 1ds.
Consumptive water rights «  ims already exceed the amount of developed water in California by a
factor of five. If we want to avoid crushing ratepayer debt and the ecologic. collapse of the Deita, we

have to move in other directions.”

Other comments:

+ e Sacramento Regional Water Authority says the governor's plan is not enough.

"We urge the administration to develop a plan for operating California's water system that goes
beyond a BDCP," is says in a statement. "A robust statewide operational plan wot  provide more
certainty for regional water supplies in | 1t of potential changes in Delta water quality standards,
climate change, an evolving Delta ecosystem and the BDCP's potential implementation. Such a plan
would also help to identify the most promising opportunities for additional surface and groundwater

storage."”

« "Currently, we're crippled by outdated infrastructure and a regulatory environment that is
hindering our ability to capture fresh water when it is abundant, ssening the amount of water
avi 1ble to use in dry periods - a problem that is exacerbated as we conclude one of the driest years

on record,” says Terry Erlewine, general manager, State Water Contractors.

* "The latest BDCP web page and the new page set up by the Delta Stewardshi CZounc about the
BDCP reflect the latest major propaganda changes in defense of their mutual boondoggle," says Burt

Wilson, a tunnel opponent and publisher of the Public Water News Service, "Specifically, both water
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