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January 5, 2017

To the Chairperson of the Chino Basin Desalter Authority Board, Members of the Board, and Joint
Powers Authority members of the Chino Basin Desalter Authority:
The Annual Financial Report of the Chino Basin Desalter Authority (herein after referred to as the
Authority) is hereby submitted for the fiscal year ended June 30, 2016. State and local ordinances
and statutes require that the Authority annually issue a report on its financial condition and
activities, and that an independent audit firm of certified public accountants audit this report.
In addition, generally accepted accounting principles (GAAP) require that management provide a
narrative introduction, overview, and analysis to accompany the basic financial statements. The
narrative section is called Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A, providing significant financial highlights. The
Authority’s MD&A can be found immediately following the report of the independent audit firm.
Included within this letter are several sections that provide important information about the
operations and economic conditions of the Authority. These sections are denoted as follows:

Section
A
B
C

Content
History
Major Initiatives for the Year and Future Years
Other Information

Management Responsibility for Financial Information
The preparation of Fiscal Year 2015/16 Annual Financial Report was prepared by the CDA
Finance Staff. Responsibility for both the accuracy of the data and completeness and fairness of
the presentation, including all disclosures, rests with the Authority’s management. To the best of
management’s knowledge and belief, the enclosed information is accurate in all material respects,
and is reported in a manner designed to present fairly the financial condition and results of
operations of the Authority. Disclosures are presented to enable the reader to gain an
understanding of the Authority’s financial activities.
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January 5, 2017
To the Chairperson and Members of
The Board of Chino Basin Desalter Authority
SECTION A
AUTHORITY HISTORY, LOCAL ECONOMIC CONDITION AND OUTLOOK
Entity Formation
The Chino Basin Desalter Authority (CDA) was formed in September 2001 as a Joint Exercise of
Powers Authority (JPA) to manage and operate the Chino Desalter No. 1 and the Chino Desalter
No. 2. The original JPA is comprised of the cities of Chino, Chino Hills, Ontario, Norco, Jurupa
Community Services District (JCSD), Santa Ana River Water Company and Inland Empire Utilities
Agency (IEUA). In August of 2008, Western Municipal Water District was added as an additional
member of CDA.
There are eight Directors, one from each entity. As an ex-officio member of the JPA, IEUA
participates in all discussions concerning issues before the Board of Directors. Per the JPA
formation agreement, IEUA has appointed one of its Board of Directors to sit on the CDA Board
as a non-voting member.
In February 2002 the CDA finalized the purchase of the Chino Desalter No. 1, and all related
assets and liabilities, from the Santa Ana Watershed Project Authority (SAWPA). The purchase
price was $64,489,532. To facilitate the purchase, the Authority issued variable rate revenue
bonds in the amount of $100,000,000. Bond proceeds in excess of the acquisition price provided
partial funding for the design and construction of the Chino Desalter No. 1 expansion, to 14,560
acre-feet per year, and the design and construction of Chino Desalter No. 2, to produce 11,200
acre-feet per year. On June 1, 2004, the Authority issued Adjustable Rate Desalter Revenue
Refunding Bonds, Series 2004A-1 and 2 for a total of $110,500,000. The purpose of the issuance
was twofold: 1) to refund all of the outstanding $100,000,000 2002 A Variable Rate Bonds; and
2) to provide additional funding to complete the Chino No. 1 Expansion and Chino No. 2 Desalter
construction projects. The balance of the funding for the design and construction of the additional
Desalter facility was provided by $48 million in Proposition 13 grant administered by the Santa
Ana Watershed Project Authority, (SAWPA) through a contract with the State Water Resources
Control Board. On April 1, 2008, the Authority issued Desalter Revenue Refunding Bonds, Series
2008A for a total of $89,440,000. The purpose of this issuance was to refinance the Adjustable
Rate Desalter Refunding Bonds, Series 2004A-1 & 2.
Chino Desalter No. 1, located in the southern part of the city of Chino, started operating in
September 2000. The original design of Chino Desalter No. 1 calls for 9,200 acre-feet of
desalinated water. The objectives of the project include the production, cleanup, and the
distribution of recovered water for potable consumption. Chino Desalter No. 1 meets the needs
of additional residents in the west end of San Bernardino County and Riverside County. Chino
Desalter No. 2, located in the City of Jurupa Valley, started operating in the summer of 2006, with
a design capacity of 10,400 acre-feet.
The admission of Western Municipal Water District (WMWD) as a CDA member ties in with the
construction
of
Chino
Basin
Desalter
Phase
3
Expansion
Project
The expansion project, a Phase 3 approach to the desalination of groundwater basin, also
supplements the effort of achieving hydraulic control of the Chino Basin. The project is expected
to produce an additional 10,500 acre-feet of product water shared by the sponsor group. The
sponsor group consists of WMWD, City of Ontario, and JCSD.
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To the Chairperson and Members of
The Board of Chino Basin Desalter Authority
AUTHORITY HISTORY, LOCAL ECONOMIC CONDITION AND OUTLOOK (continued):
Economics Conditions and Outlook

As the economy in the region – Inland Empire (IE) encompassing the counties of San Bernardino
and Riverside – continues to improve in 2016 and beyond, population growth naturally follows.
Many industry sectors, such as distribution and warehousing, construction, and health care, have
provided more jobs consistently for the past several years. With lower unemployment and
increase in housing affordability, IE has seen a steady increase in population. With increase in
population, the issue of water supply and sustainability has increasingly become more important.
The recent drought in California has added extra burden to many local water agencies. Thus, the
timing of the CDA’s Phase 3 Expansion Project has become even more impeccable.

SECTION B
MAJOR INITIATIVES AND ACCOMPLISHMENTS FOR FY 2015/2016
Total delivery for FY2015/16 was 24,597 acre-feet (af) of water, which was 3 acre-feet short of
the entitlement total of 24,600 af. It was a controlled production to not to over pump and adversely
affect the Chino Basin ground water table. At June, 2016, the construction completion percentage
for the Phase 3 Expansion project reached about 90%. Completion of several major sub-projects
included: 1) Milliken Pump Station; 2) Product Water Pipeline (North of the Santa River); 3) Chino
II 1010/1110 Pump Station; and 4) Various well drillings and equipping.
Major Accomplishments
 Several major activities for the Phase 3 Expansion Project have entered into final phase of
completion. They include: 1) Concentration Reduction Facility; 2) Chino I & II Intertie
Pipeline Project; and 3) Equipping of Wells II-10 and II-11.
 Started working on the refunding of 2008A bonds to capitalize on the low-interest cost
economy. CDA has entered into agreements with pertinent professionals to assist in this
process.
 Received the GFOA (Governmental Finance Officers Association)’s Excellence in Financial
Reporting award for Fiscal Year 2014/15 comprehensive annual financial report.
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To the Chairperson and Members of
The Board of Chino Basin Desalter Authority
FUTURE INITIATIVES
Chino Desalter No. 1
 Start construction work on the Chino I Capacity Expansion project. Anticipate completion
of the project in December 2016.

Chino Desalter Phase 3 Expansion
 Complete the construction of the Concentrate Reduction Facility and begin start-up testing
in the first quarter of next fiscal year.
 Start design on the Santa Ana Crossing for delivery of water to Western MWD. Anticipate
start of construction in the second half of Fiscal Year 2016/17.
 Complete the construction of several significant projects: 1) Concentration Reduction
Facility; 2) Chino I & II Intertie Pipeline; 3) Equipping Wells II-10 and II-11.

SECTION C
OTHER INFORMATION
Internal Controls
The Management of the Authority is responsible for establishing and maintaining an internal
control structure designed to ensure that the assets of the Authority are protected from loss, theft
or misuse, and to ensure that adequate accounting data is compiled to allow for the preparation
of financial statements in conformity with generally accepted accounting principles. The internal
control structure is designed to provide reasonable, but not absolute, assurance that these
objectives are met.
The concept of reasonable assurance recognizes that:
1. The cost of a control should not exceed the benefits likely to be derived; and
2. The valuation of costs and benefits requires estimates and judgments by
Management.
Budgetary Controls
The Authority maintains extensive budgetary controls. The objective of these controls is to ensure
compliance with legal provisions embodied in the annually appropriated budget approved by the
Authority's Board of Directors. The level of budgetary control (i.e., the level at which expenditures
can’t legally exceed the appropriated amount) is the category level (i.e., Office and Administrative
Expenses, etc.) within the Authority. The Authority maintains an encumbrance accounting system
as an additional method of maintaining budgetary control. With the Board’s approval,
encumbered amounts at year-end will be carried forward to the next fiscal year.
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To the Chairperson and Members of
The Board of Chino Basin Desalter Authority
OTHER INFORMATION (continued):
Independent Audit
State statutes require an annual audit by independent certified public accountants. The
Authority's Board of Directors appointed the firm of White Nelson Diehl Evans LLP., to perform
the annual audit. As part of the audit, reviews were made to determine the adequacy of the
internal control, and to ensure compliance with applicable laws and regulations related to all
financial activities conducted by the Authority. Generally accepted auditing standards were used
by the auditors in conducting the engagement. The auditor's report on the basic financial
statements is included in the financial section of this report.
Cash and Investment Management
The Authority has a comprehensive cash and investment program subject to California State
Code and bond covenants. These regulations are incorporated into the Authority’s Investment
Policy, which identifies the types of investments that are authorized and indicates any restrictions.
As required by the State of California Government Code, the Authority annually adopts an
Investment Policy that is intended to minimize credit and market risks, while maintaining a
competitive yield on its overall portfolio. The Authority’s cash management system is also
designed to forecast revenues and expenditures accurately, and to invest idle funds to the fullest
extent possible.
In order of priority, the Authority’s objectives when investing, reinvesting, purchasing, acquiring,
selling, enhancing and managing public funds are as follows:
1. Safety: Safety of principal is the foremost objective of the investment program.
Investments made by the Authority are undertaken in a manner that seeks to ensure the
preservation of capital in the overall portfolio. To attain this objective, diversification is required to
prevent any potential loss on any individual security or depository from exceeding the income
generated from the remainder of the portfolio.
2. Liquidity: The investment portfolio will remain sufficiently liquid to enable the Authority to
meet all operating requirements that might be reasonably anticipated.
3. Return on Investments: The investment portfolio shall be designed with the objective of
attaining a market rate of return throughout budgetary and economic cycles, taking into account
the investment risk constraints and the cash flow characteristics of the portfolio.
All cash and investment transactions are conducted in accordance with the Authority’s resolutions
and Investment Policy. While management recognizes that investment risks may result from
issuer defaults, market price changes or various technical complications leading to temporary
illiquidity, portfolio diversification is employed as a way to control these risks.
Investment Summary
The Authority has followed a conservative approach in conducting its investment activities. By
following the established Investment Policy, Authority staff has successfully managed the
investment portfolio to attain the Authority’s objectives. Please refer to Note # 2 to the basic
statements for additional information regarding investments.
V
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To the Chairperson and Members of
The Board of Chino Basin Desalter Authority
Awards
The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to CDA for its comprehensive
annual financial report for the fiscal year ended June 30, 2015. This was the second year the
Authority received the prestigious award. In order to be awarded a Certificate of Achievement, a
government must publish an easily readable and efficiently organized comprehensive annual
financial report. This report must satisfy both generally accepted accounting principles and
applicable legal requirements.
A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement
Program’s requirements and we are submitting it to the GFOA to determine its eligibility for
another certificate.
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INDEPENDENT AUDITORS’ REPORT
Board of Directors
Chino Basin Desalter Authority
Ontario, California
We have audited the accompanying financial statements of the Chino Basin Desalter Authority (the Authority)
as of and for the year ended June 30, 2016, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements, as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the Authority’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position of Chino Basin Desalter Authority as of June 30, 2016, and the results of its operations and
cash flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

-12875 Michelle Drive, Suite 300, Irvine, CA 92606 • Tel: 714.978.1300 • Fax: 714.978.7893
Offices located in Orange and San Diego Counties

Other Matters
Summarized Comparative Information
We have previously audited the Chino Basin Desalter Authority’s 2015 financial statements, and our report
dated December 3, 2015, expressed an unmodified opinion on those audited financial statements. In our
opinion, the summarized comparative information presented herein as of and for the year ended June 30, 2015,
is consistent, in all material respects, with the audited financial statements from which it has been derived.
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, identified as Required Supplementary Information (RSI) in the accompanying table of
contents, be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the RSI in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during the audit of the basic financial statements. We do not express an opinion or provide any assurance on the
RSI because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.
Other Information
Our audit was conducted for the purpose of forming an opinion on the Authority’s basic financial statements.
The Introductory Section and Statistical Section, as listed in the table of contents, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The Introductory Section and
Statistical Section have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on them.

Irvine, California
December 8, 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The intent of the management’s discussion and analysis is to provide highlights of the Authority’s
financial activities for the Fiscal Year ended June 30, 2016. Readers are encouraged to read this
section in conjunction with the transmittal letter and the accompanying basic financial statements.

CDA Financial Statements
The financial statement for the Fiscal Year 2015/16 reflects the fifteenth year of operation of Chino
Desalter No.1 and the tenth year of operation for the Chino Desalter No. 2. The Authority uses full
accrual accounting, which recognizes transactions when they occur, regardless of when cash is
exchanged.

FINANCIAL HIGHLIGHTS
Operation and maintenance assessments from member agencies totaled $16,618K, while total fixed
project/capital assessments recorded were $10,823K. MWD’s local resource subsidy for the Fiscal
Year’s production was $2,415K, based on the total allowable yield of 18,867.3 acre-feet and an
adjusted rate of $128 per acre-feet. Groundwater replenishment credit from Chino Basin
Watermaster, and the corresponding expense to member agencies totaled $20,049K for Fiscal Year
2015/16.
Total operating expenses recorded for Fiscal Year ended June 30, 2016 were $38,824K. This total
included Operation and Maintenance expenses of $11,355K, MWD’s subsidy passed back to
member agencies of $2,415K, Groundwater Replenishment Expense of $20,049K, and General and
Administrative expenses totaling $1,021K. The remainder of the operating expense balance of
$3,984K was depreciation and amortization for all tangible and intangible assets.
In summary, total operating and non-operating revenue of $50,617K exceeded total expenses of
$48,618K producing income gain before contributions of $1,999K. In FY2015/16, the Authority
recorded a total contribution from the Expansion Project Sponsors of $19,614K, which represented
the total addition of construction in progress for FY2016. Additionally, the Authority did not distribute
the excess reserve to member agencies to maintain a favorable balance during the refinancing
process of the 2008A Desalter Revenue Refunding bond. The final balance of net position at June
30, 2016, was $185,998K.
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FINANCIAL HIGHLIGHTS (continued):
Changes in Financial Conditions of the Authority
Increase/(Decrease)
2015/16
Current unrestricted assets

$

Current restricted assets

2014/15

17,929,626

$

from 2014/15

15,805,819

$

%

2,123,807

13%
-47%

15,005,889

28,559,744

(13,553,855)

Captial assets

239,552,396

222,995,038

16,557,358

7%

Other assets

11,662,227

9,649,163

2,013,064

21%

284,150,138

277,009,764

7,140,374

3%

Current liabilities

23,907,755

40,817,165

(16,909,410)

-41%

Noncurrent liabiliites

74,243,460

76,605,471

(2,362,011)

-3%

Total liabilities

98,151,215

117,422,636

(19,271,421)

-16%

169,909,151

151,075,195

18,833,956

12%

16,089,772

8,511,933

7,577,839

89%

Total assets

Investment in capital assets
Unrestricted
Total net position

$

185,998,923

$

159,587,128

$

26,411,795

17%

Operating revenues

$

39,082,962

$

35,918,867

$

3,164,095

9%

Operating expenses

(38,824,814)

(38,594,237)

Non-operating revenues

11,534,780

7,009,623

4,525,157

65%

Non-operating expenses

(8,492,172)

(7,036,404)

(1,455,768)

21%

Prior year annual reconciliation

(1,301,131)

(1,772,754)

471,623

-27%

-

(864,564)

864,564

-100%

1,999,625

(5,339,469)

7,339,094

-137%

4,768,747

3,229,129

1,539,618

48%

19,614,552

58,158,482

(38,543,930)

-66%

28,871

-

Total capital contributions

24,412,170

61,387,611

(36,975,441)

-60%

Change in net position

26,411,795

56,048,142

(29,636,347)

-53%

159,587,128

103,538,986

56,048,142

54%

26,411,795

17%

Distribution of reserves to member agencies
Change in net position prior to capital contributions
Capital grants
Contributed expansion costs from Sponsors agencies
Contributed South Archibald Plume Project costs

Beginning net position
Ending net position

$

185,998,923

$

159,587,128

(230,577)

1%

28,871

$

The following explanations denote some of the significant changes between Fiscal Years, as
compared in the above table:
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FINANCIAL HIGHLIGHTS (continued):
Changes in Financial Conditions of the Authority
•

The increase in total assets is a combination of changes in several areas: 1) restricted assets
decreased by $13.6M primarily as a result of fewer construction deposits paid by the
Expansion Project Sponsors during FY15/16 compared to the previous fiscal year in which
$18.7M was collected; 2) capital assets included an increase of $20.1M in jobs in progress
primarily related to the Phase 3 Expansion Project (does not include assets being
depreciated); 3) Other Assets, specifically long-term investments, increased by $2.0M (Note
2), for additions in investment in Negotiable Certificate of Deposits with the corresponding
decrease in cash.

•

Total liabilities decreased by $19.2M primarily as a result of construction activities related to the
Expansion Project. Total decrease in Phase 3 Expansion Sponsor Deposit was $9.6M, $2.6M
decrease in expansion projects grants owed to sponsors, and a decrease in accounts payable of
$6.0M.

•

Operating revenues increased $3.1M, of which $2.5M was primarily associated to the collection
of O&M costs for the start-up of the Phase 3 Expansion. Non-Operating revenues increased
$4.5M mainly due to capital costs related to the Chino I Desalter Reliability Project.

•

Total change in net position was a positive $26.4M including the recordation of $4.7M of federal
grants receipts and the addition of $19.6M in jobs in progress.

Desalter Water Sales
Total product water delivered for Fiscal Year ended June 30, 2016 was 24,597 acre-feet, a decrease
of 4.6% over last Fiscal Year’s delivery. The decrease was planned in order to meet the annual
contractual delivery obligation of 24,600 acre-feet and prevent over pumping and thus negatively
affecting the Chino Basin ground water table. The distribution of water in acre-feet was as follows:
City of Chino – 5,000, City of Chino Hills – 4,201, City of Norco – 1,012, City of Ontario – 5,000,
Santa Ana River Water Co. – 1,200, and Jurupa Community Services District – 8,184. Refer to the
Supplementary Statistical section of this report for history production data.
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FINANCIAL HIGHLIGHTS (continued):
Revenues
Total revenues for the Fiscal Year ended June 30, 2016, amounted to $50,617K. The following
table presents revenue by category.
Revenue by Category
For the Fiscal Year Ended June 30, 2016
(Excluding Prior Years Annual Reconciliation and)
(With Comparative Totals for the Fiscal Year Ended June 30, 2015)

2015/16

Revenue Category

Increase/<Decrease> from
2014/15

2014/15

AMOUNT

% OF
TOTAL

AMOUNT

% OF
TOTAL

$16,618,440

32.8%

$14,112,959

32.9%

$2,505,481

17.8%

2,415,014

4.8%

2,783,920

6.5%

-368,906

(13.3%)

Groundwater Replenishment Credit

20,049,508

39.6%

19,021,988

44.3%

1,027,520

5.4%

Capital Assessments

10,823,669

21.4%

6,561,716

15.3%

4,261,953

65.0%

Interest Income

323,787

0.6%

303,766

0.7%

20,021

6.6%

Other Non-operating Revenues

387,324

0.8%

144,141

0.3%

243,183

168.7%

$50,617,742

100.0%

$42,928,490

100.0%

$7,689,252

17.9%

Operations & Maintenance Assessments
MWD Subsidies to Member Agencies

Total Revenues

AMOUNT

% OF
CHANGE

Revenues
For the Fiscal Year Ended June 30, 2016
$50,617,742
Interest Income
0.6%

Other Non-operating
Revenues
0.8%
Operations &
Maintenance
Assessments
32.8%

Capital
Assessments
21.4%

MWD Subsidies
to Member
Agencies
4.8%

Groundwater
Replenishment
Credit
39.6%

Total Operation & Maintenance assessments to the memberships was $16.6M, an increase of 17.8%
or $2.5M, compared to last fiscal year as a result of anticipated additional cost associated with new
deliveries of the Expansion Project. Fixed project assessments of $10.8M, represent an increase of
about $4.2M as a result of higher assessment for capital projects.
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FINANCIAL HIGHLIGHTS (continued):
Expenses
Total expenses for the Fiscal Year ended June 30, 2016 was $48,618K. The following table
presents expenses by category compared to prior Fiscal Year.
Expenses by Category
For the Fiscal Year Ended June 30, 2016
(With Comparative Totals for the Fiscal Year Ended June 30, 2015)

Expense Category

AMOUNT
Operations & Maintenance

% OF
TOTAL

Increase/<Decrease>
from 2014/15
% OF
AMOUNT
CHANGE

2014/15

2015/16
% OF
TOTAL

AMOUNT

$11,355,053

23.4%

$11,907,660

24.7%

($552,607)

(4.6%)

2,415,014

5.0%

2,783,920

5.8%

(368,906)

(13.3%)

20,049,508

41.1%

19,021,988

39.4%

1,027,520

5.4%

Administration and General

1,021,185

2.1%

917,293

1.9%

103,892

11.3%

Depreciation and Amortization

3,984,054

8.2%

3,963,376

8.2%

20,678

0.5%

Interest on Long-Term Debt

3,723,425

7.7%

3,807,275

7.9%

(83,850)

(2.2%)

Annual reconciliation of costs

1,301,131

2.7%

1,772,754

3.7%

(471,623)

(26.6%)

0

0.0%

864,564

1.8%

(864,564)

(100.0%)

MWD Subsidies to Member Agencies
Groundwater Replenishment Credit

Distribution of reserves to member agencies
Federal Grant Payment to Sponsors
Total Expenses

4,768,747

9.8%

3,229,129

6.7%

$48,618,117

100.0%

$48,267,959

100.0%

1,539,618
$350,158

47.7%
0.7%

Expenses
For the Fiscal Year Ended June 30, 2016
$48,618,117

Interest on Long-Term
Debt
7.7%

Distribution of reserves
Federal Grant Payment
Annual reconciliation to member agencies
to Sponsors
of costs
0.0%
9.8%
2.7%
Operations &
Maintenance
23.4%

Depreciation and
Amortization
8.2%
Administration and
General
2.1%

Groundwater
Replenishment Credit
41.1%

MWD Subsidies to
Member Agencies
5.0%

Operations & Maintenance expenses decreased compared to last fiscal year primarily as a result of
the power consumption category. Both Chino I and II posted lower electricity cost in FY2015/16 due
to reduced electricity rates and less water deliveries compared to the previous fiscal year.
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FINANCIAL HIGHLIGHTS (continued):
Capital Assets and Construction in Progress (CIP)
Net of accumulated depreciation of $43.2M, the Authority had total capital assets of $239.5M in
FY2015/16. The total capital assets included $131.2M of construction in progress (CIP), of which
$20.1M was added in FY15/16. During the fiscal year, the Phase 3 Expansion Project accounted for
$19.6M of the CIP total. Significant projects included the Concentrate Reduction Facility project with
a budget of close to $47M; Chino I & II Raw Water Intertie Pipeline; Well Equipping of Wells II-10
and II-11; and the Product Water Pipeline. Please see Note #6 & #7 to the basic financial statements
for additional information regarding capital assets.
Additionally, in June 2015, the CDA Board approved a Joint Facility Development Agreement
between the Inland Empire Utilities Agency, City of Ontario, City of Upland, and the CDA to jointly
deal with the effects of the South Archibald Trichloroethylene Plume on existing and future CDA
wells. The Cleanup Project includes constructing new pipelines, connecting the planned
Expansion Project’s new wells directly to the reverse osmosis and decarbonator treatment
processes at the Chino II Desalter, and modifying existing equipment. As of June 30, 2016, no
construction contracts were awarded.
Debt Management
The outstanding principal balance of the Desalter Revenue Refunding Bonds Series 2008A at June
30, 2016, was $74,790,000. The next principal payment of $2,365,000 will be due on June 1, 2016.
Total bond interest paid and accrued for Fiscal Year 2015/16 amounted to $3,723,425. Refer to Note
#8 to the basic financial statements for additional information regarding debt management.

Contacting the Authority’s Financial Management
This financial report is designed to provide the members of the Chino Basin Desalter Joint Exercise
of Powers Authority, its citizens, customers, investors and creditors with a general overview of the
Authority’s finances and to demonstrate the Authority’s accountability for the revenues it receives. If
you have questions about this report or need additional financial information, please contact the
Authority’s Treasurer, 2151 Haven Avenue, Suite 202, Ontario, CA 91761.

8

CHINO BASIN DESALTER AUTHORITY
BASIC FINANCIAL STATEMENTS
OVERVIEW
Financial Statements
The following Basic Financial Statements, along with the Notes to the Basic Financial
Statements, present an overview of the Authority’s financial position at June 30, 2016,
and the results of operations and the cash flows of its proprietary fund types for the year
then ended.
The Basic Financial Statements consist of:
1) Statement of Net Position – the statement denotes the increase/(decrease) of net
position of the Authority.
2) Statement of Revenues, Expenses and Changes in Net Position – the statement
shows all revenue and expense sources recorded for the period, and their effects
on the net position of the Authority.
3) Statement of Cash Flows – the statement reflects the Authority’s financial
activities and their effect on cash. It also denotes the cash position of the
Authority at the end of the fiscal period.
4) Notes to the Basic Financial Statements.
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CHINO BASIN DESALTER AUTHORITY
Statement of Net Position
June 30, 2016
(With Comparative Totals for June 30, 2015)

Totals
2016

2015

ASSETS
Current assets
Unrestricted current assets
Cash & investments (Note 2)
Accounts receivable
Other receivable
Inventory
Deposits
Total unrestricted assets

$7,257,916
10,491,839
78,660
95,077
6,134
17,929,626

$2,307,608
13,435,019
57,058
0
6,134
15,805,819

Restricted current assets
Cash & investments held for expansion project (Note 2 & 3)
Cash & investments held for south archibald plume project (Note 2 & 3)
Assets held for defined contribution plan (Note 11)
Cash held in escrow accounts (Note 3)
Cash & investments held with trustee/fiscal agents (Note 2 & 3)
Total restricted assets

4,122,998
1,048,265
399,603
3,012,195
6,422,828
15,005,889

18,653,509
0
323,192
3,149,653
6,433,390
28,559,744

32,935,515

44,365,563

11,089,127
11,089,127

9,045,900
9,045,900

1,476,144
131,194,266
90,920,986
15,961,000
239,552,396

1,476,144
111,085,403
93,746,747
16,686,744
222,995,038

573,100
573,100

603,263
603,263

251,214,623

232,644,201

$284,150,138

$277,009,764

Total current assets
Noncurrent assets
Long term investments (Note 2)
Total long term investments

Capital assets (Note 6)
Capital assets not being depreciated
Jobs in progress
Capital assets being depreciated, net of accumulated depreciation
Intangible assets, net of accumulated amortization
Total capital assets
Other assets
Prepaid Bond Insurance
Total other assets
Total noncurrent assets
Total assets

The accompanying notes are an integral part of the basic financial statements
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Totals
2016

2015

LIABILITIES
Current liabilities
Accounts payable
Accrued liabilities
Compensated absences - current payable (Note 8)
MWD contribution due to member agencies
Retentions payable
Long-term debt, due within one year (Note 8)
Interest payable
Phase 3 Expansion Project Sponsor deposit
Phase 3 Expansion Sponsor Grant Payable
South Archibald Plume deposit
Total current liabilities
Restricted current liabilities
Good Faith Deposit 2016A Bond (Note 13)
Retention held in escrow (Note 3)
Total restricted current liabilities
Total current liabilities

$3,533,735
29,565
10,207
2,415,039
0
2,365,000
303,502
2,646,781
7,879,422
1,042,309
20,225,560

$9,456,717
16,747
8,548
2,783,918
101,595
2,220,000
310,902
12,286,160
10,482,925
0
37,667,512

670,000
3,012,195
3,682,195

0
3,149,653
3,149,653

23,907,755

40,817,165

80,000
73,701,073
399,603
62,784
74,243,460

80,000
76,133,234
323,192
69,045
76,605,471

98,151,215

117,422,636

169,909,151

151,075,195

16,089,772

8,511,933

$185,998,923

$159,587,128

Noncurrent liabilities
Contract payable, due in more than one year
Long-term debt, due in more than one year (Note 8)
Liability for defined contribution plan (Note 11)
Compensated absences payable (Note 8)
Total noncurrent liabilities
Total liabilities

NET POSITION
Net Investment in capital assets
Unrestricted
Total net position

The accompanying notes are an integral part of the basic financial statements
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CHINO BASIN DESALTER AUTHORITY
Statement of Revenues, Expenses and
Changes in Fund Net Position
Year Ended June 30, 2016
(With Comparative Totals for June 30, 2015)
Totals
2016

2015

OPERATING REVENUES
Operations and maintenance assessments
MWD contribution revenue
Groundwater replenishment credit
Total operating revenues

$16,618,440
2,415,014
20,049,508

$14,112,959
2,783,920
19,021,988

39,082,962

35,918,867

11,355,053
2,415,014
20,049,508
1,021,185
3,984,054

11,907,660
2,783,920
19,021,988
917,293
3,963,376

38,824,814

38,594,237

OPERATING EXPENSES
Operations and maintenance
MWD contributions to member agencies
Groundwater replenishment expense
Administration and general
Depreciation and amortization
Total operating expenses
Operating income (loss)

258,148

(2,675,370)

NONOPERATING REVENUES (EXPENSES)
Interest income
Fixed project/capital assessments
Other nonoperating revenue (expenses)
Interest on long-term debt
Annual reconciliation of costs
Distribution of reserves to member agencies
Payments of federal grants to Phase 3 Expansion Project Sponsors (note 1)

323,787
10,823,669
387,324
(3,723,425)
(1,301,131)
0
(4,768,747)

303,766
6,561,716
144,141
(3,807,275)
(1,772,754)
(864,564)
(3,229,129)

Total nonoperating revenues (expenses)

1,741,477

(2,664,099)

Income (loss) before contributions

1,999,625

(5,339,469)

4,768,747
19,614,552
28,871
24,412,170
26,411,795

3,229,129
58,158,482
0
61,387,611
56,048,142

159,587,128

103,538,986

$185,998,923

$159,587,128

CAPITAL CONTRIBUTIONS
Capital grants (note 1)
Contributed expansion costs from Sponsors agencies
Contributed Capital for South Archibald Plume Project
Total Capital Contributions
Change in net position
Total net position - beginning
Total net position - ending
The accompanying notes are an integral part of the basic financial statements
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CHINO BASIN DESALTER AUTHORITY
Statement of Cash Flows
Year Ended June 30, 2016
(With Comparative Totals for June 30, 2015)

Totals
2016
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments for contract labor
Cash payments to others

16,618,440
(11,219,894)
(1,924,929)
(2,783,893)
689,724

Net cash provided (used) by operating activities
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction of capital assets
Fixed project/capital assessments
Sponsors' deposit in Phase 3 Expansion Project
Sponsors' contribution in Phase 3 Expansion Project
Plume Party deposit
Plume Party contribution
Annual reconciliation of project costs
Principal paid on capital debt
Interest paid on capital debt
Bond administration fees
Distribution of excess reserves to member agencies
Federal Capital grant receipts
Payment of federal grants to Phase 3 Expansion Project Sponsors
Retention held in escrow
2016A Bond Good Faith Deposit received
2016A Bond Good Faith Deposit liability
Proceeds from sale of asset
Net cash used by capital and related financing activities

2015

$14,112,959
(10,759,277)
(1,787,531)
(4,548,580)
(2,982,429)

(16,557,359)
10,823,669
(12,110,579)
19,614,552
(1,071,180)
28,871
(1,301,131)
(2,220,000)
(3,730,825)
(9,272)
0
4,768,747
(4,768,747)
(3,012,195)
670,000
(670,000)
0

(58,898,764)
6,561,716
(53,778,275)
58,158,482
0
0
(1,772,754)
(2,085,000)
(3,814,225)
(8,976)
(864,564)
3,229,129
(3,229,129)
(2,433,608)
0
0
42,000

(9,545,449)

(58,893,968)

CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments

323,787

303,766

Net cash provided by investing activities

323,787

303,766

Net decrease in cash and cash investments

(8,531,938)

(61,572,631)

Cash and cash investments - beginning

20,961,117

82,533,749

$12,429,179

$20,961,117

Cash and cash investments - ending

The accompanying notes are an integral part of the basic financial statements
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Totals
2016
RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED
FOR (USED BY) OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities
Depreciation and amortization
(Increase) decrease in operating assets
Accounts receivable
Prepaid items
Increase (decrease) in operating liabilities
Accounts payable
MWD rebates due to member agencies
Retention liabilities
Other accrued liabilities

258,148

($2,675,370)

3,984,054

3,963,376

2,921,578
(95,077)

(2,963,444)
0

(5,922,982)
(368,879)
(101,595)
14,477

589,097
(1,764,660)
55,647
(187,075)

689,724

Net cash provided (used) by operating activities

2015

($2,982,429)

RECONCILIATION OF CASH & CASH EQUIVALENTS TO
THE STATEMENT OF NET POSITION
Cash & cash investments at end of year

$12,429,179

$20,961,117

Total cash and cash investments

$12,429,179

$20,961,117

$7,257,916

$2,307,608

4,122,998
1,048,265

18,653,509
0

$12,429,179

$20,961,117

2016

2015

Cash & investments
Restricted current assets held for expansion project
Restricted current assets held for south archibald plume project
Total cash, investments and restricted assets

NONCASH CAPITAL, FINANCING, AND INVESTING ACTIVITIES

252,087
0

Change in Fair Value of Long Term Investments
Loss on Sale of Asset

The accompanying notes are an integral part of the basic financial statements
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83,150
(40,702)
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NOTES TO THE BASIC FINANCIAL STATEMENTS
Fiscal Year Ended June 30, 2016

(1) Reporting Entity and Summary of Significant Accounting Policies:
Description of the Reporting Entity
The Chino Basin Desalter Authority (hereafter referred to as the CDA), a Joint Exercise of Powers
Authority, was formed in September of 2001. The membership of the CDA consists of the cities of
Chino, Chino Hills, Ontario, and Norco, Jurupa Community Services District, Santa Ana River
Water Company, Western Municipal Water District, and Inland Empire Utilities Agency (IEUA). As
defined by generally accepted accounting principles and the Governmental Accounting Standards
Board, CDA, for financial reporting purpose, is considered to be the primary government. The CDA
has no legally separate component units that require blended or discrete presentation.
Subject to the limitation imposed by the Constitution of California, and pursuant to its charter, all
powers of the CDA are vested in an eight-member Board of Directors, seven of which have voting
rights and one, IEUA, serving as an ex officio member without voting rights. Each Board member
is appointed by the respective JPA member agency. Voting, using the weighted approach, is
counted based upon the take or pay amount of product water each member is contractually
committed to purchase. For the purposes of transacting businesses of the Board, five of the seven
voting members need to be present. The principal office of the CDA is established by resolution of
the Board. The CDA has appointed a Secretary and Treasurer, and hired a General Manager/CEO.
The accounting policies of the CDA conform to generally accepted accounting principles as they
relate to governmental units. The CDA applies all relevant Governmental Accounting Standards
Board (GASB) pronouncements.
Fund Accounting
The CDA’s resources are allocated to, and accounted for, in one fund classified as an Enterprise
Fund.
Propriety Fund Types
Enterprise Fund
The Enterprise Fund is accounted for on a cost of services or "capital maintenance"
measurement focus. This means that assets and liabilities (whether current or non-current)
are included in the statement of net position. The reported fund equity (net total position) is
segregated into net investment in capital assets and restricted and unrestricted net position.
The Enterprise Fund type operating statement presents increases (revenues) and decreases
(expenses) in net total position.
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(1) Reporting Entity and Summary of Significant Accounting Policies (continued):
Propriety Fund Types (continued):
Enterprise Fund (continued):
Enterprise Funds are used to account for operations: (a) that are financed and operated in a
manner similar to private business enterprises, where the intent of the governing body is that
the costs (expenses, including depreciation and amortization) of providing goods or services
to the general public on a continuing basis, be financed or recovered primarily through user
charges; or (b) where the governing body has decided that periodic determination of
revenues earned, expenses incurred and/or net income is appropriate for capital
m aintenance, public policy, management control, accountability or other purposes.
Basis of Accounting
Basis of accounting refers to the timing when revenues and expenses are recognized in the
accounts, and reported in the financial statements, regardless of the measurement focus applied.
The CDA prepares its financial statements on the accrual basis of accounting. Under the accrual
basis of accounting, revenues are recognized when earned and expenses are recorded when
liabilities are incurred.
Use of Estimates
The preparation of financial statements requires management to make certain estimates and
assumptions that affect the reported amounts of assets and liabilities, and disclosure of contingent
assets and liabilities, at the date of the financial statements, as well as the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates.
Use of Restricted and Unrestricted Funds
Restricted funds are generally imposed by external constraints, either regulatory and/or by
agreements. By nature of the constraints, restricted funds are earmarked for specific use. Unlike
restricted funds, unrestricted funds become discretionary funds for the Authority to use when it
becomes available.
Budgetary Policy and Control
The CDA's Board approves each fiscal year's budget submitted by the Treasurer prior to the
beginning of the new fiscal year. All amendments to the budget, or transfers of operating budget
appropriations to or from reserve accounts over $50,000, require Board approval. Because the CDA
is not required to present budget comparisons, budgetary data is not presented in the accompanying
basic financial statements.
The Authority maintains budgetary controls to ensure compliance with legal provisions embodied in
the appropriated budget approved by the Board. All appropriations which are not obligated,
encumbered or expended at the end of the fiscal year, shall lapse, except for multi-year capital
expenditures.
Comparative Data
Selected information regarding the prior year has been included in the accompanying financial
statements. This information has been included for comparison purposes only and does not
represent a complete presentation in accordance with generally accepted accounting principles.
Accordingly, such information should be read in conjunction with the authority’s prior year’s
financial statements, from which this selected financial data was derived.
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(1) Reporting Entity and Summary of Significant Accounting Policies (continued):

New Accounting Pronouncements
Current Year Standards
In fiscal year 2015-2016, the Authority implemented Governmental Accounting Standards Board
(GASB) Statement No. 72, “Fair Value Measurement and Application”. GASB Statement No. 72
requires the Authority to use valuation techniques, which are appropriate under the circumstances and
are either a market approach, a cost approach or income approach. GASB Statement No. 72
establishes a hierarchy of inputs used to measure fair value consisting of three levels. Level 1 inputs
are quoted prices in active markets for identical assets or liabilities. Level 2 inputs are inputs, other
than quoted prices included within Level 1, which are observable for the asset or liability, either directly
or indirectly. Level 3 inputs are unobservable inputs, and typically reflect management’s estimates of
assumptions that market participants would use in pricing the asset or liability. GASB Statement No. 72
also contains note disclosure requirements regarding the hierarchy of valuation inputs and valuation
techniques that were used for the fair value measurements. There was no material impact on the
Authority’s financial statements as a result of the implementation of GASB Statement No. 72.
•

GASB Statement No. 73 - “Accounting and Financial Reporting for Pensions and Related
Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain
Provisions of GASB Statements 67 and 68”, contains provisions that address employer and
governmental nonemployer contributing entities for pensions that are not within the scope
of GASB Statement No. 68 and has been early implemented.

•

GASB Statement No. 76, “The Hierarchy of Generally Accepted Accounting Principles for
State and Local Governments”, was required to be implemented in the current fiscal year,
and did not impact the Authority.

•

GASB Statement No. 79, “Certain External Investment Pools and Pool Participants”, was
required to be implemented in the current fiscal year, except for certain provisions on
portfolio quality, custodial credit risk, and shadow pricing, which are effective for periods
beginning after December 15, 2015, and did not impact the Authority.

•

GASB Statement No. 82, “Pension Issues an Amendment of GASB Statement No. 67, No.
68 and No. 73”, changed the measurement of covered payroll reported in required
supplementary information and did not impact the Authority.

Pending Accounting Standards
GASB has issued the following statements which may impact the Authority’s financial reporting
requirements in the future:
•

GASB 74 - “Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans”, effective for periods beginning after June 15, 2016.

•

GASB 75 - “Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions”, effective for periods beginning after June 15, 2017.

•

GASB 77 - “Tax Abatement Disclosure”, effective for periods beginning after
December 15, 2015.
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(1) Reporting Entity and Summary of Significant Accounting Policies (continued):
Pending Accounting Standards (continued):
•

GASB 78 - “Pensions Provided through Certain Multiple-Employer Defined Benefit Pension
Plans”, effective for periods beginning after December 15, 2015.

•

GASB 79 - “Certain External Investment Pools and Pool Participants”, contains certain
provisions on portfolio quality, custodial credit risk, and shadow pricing, effective for periods
beginning after December 15, 2015.

•

GASB 80 - “Blending Requirements for Certain Component Units”, effective for periods
beginning after June 15, 2016.

•

GASB 81 - “Irrevocable Split-Interest Agreements”, effective for periods beginning after
December 15, 2016.

•

GASB 82 - “Pension Issues”, effective for periods beginning after June 15, 2016, except for
certain provisions on selection of assumptions, which are effective in the first reporting
period in which the measurement date of the pension liability is on or after June 15, 2017.
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(1) Reporting Entity and Summary of Significant Accounting Policies (continued):
Cash and Investments
Investments in short-term highly liquid debt instruments that have a remaining maturity at the time
of purchase of one year or less are reported at cost or amortized cost. All other investments are
reported at fair value.
For financial presentation purposes, cash and cash equivalents are shown within cash, short-term
investments and restricted assets. Additionally, guidelines provided by GASB No. 40 regarding risk
disclosures on deposits and cash equivalents and investments have been followed. The Authority
defines cash and cash equivalents as demand account balances, cash on hand, repurchase
agreements, money market mutual funds, and all cash deposited in LAIF. Together, these balances
represent cash and investments, with maturities less than 90 days.
Capital Assets
Property, plant and equipment are capitalized at cost. The cost of a capital investment includes
purchase, rehabilitation or construction costs, as well as ancillary expenses necessary to make
productive use of the assets. Current capitalization thresholds are reflected in the following table.

Type of
Expenditure

Total

Estimated

Increases

Enhances

Cost

Life

Estimated Life

Performance

Office Equipment
Computer Equipment
Other Equipment
Maintenance & Repair
Expenditures
Maintenance & Repair
Expenditures
Capital Projects
Single Year Capital
Projects

≥ $5,000
≥ $5,000
≥ $5,000

> 1 Year
> 1 Year
> 1 Year

N/A
N/A
N/A

N/A
N/A
N/A

≥ $5,000

> 1 Year

YES

-----

≥ $5,000
≥ $5,000

≥ 3 Years
≥ 3 Years

----N/A

YES
N/A

≥ $5,000

≥ 3 Years

N/A

N/A

Multi Year Capital Projects

≥ $15,000

≥ 3 Years

N/A

N/A

Depreciation is computed using the straight-line method over the estimated useful lives (5 - 50
years) of the assets. One month depreciation is recorded in the month of acquisition if the asset is
acquired by the 15th of the month or earlier. Otherwise, depreciation and amortization begins on
the following month.
Estimated useful lives are:

Ω

Furniture, machinery and equipment

 Improvements
 Buildings and plants



Intangible Assets

5 - 10 years
15 years
5 - 50 years
30 - 50 years

The Authority capitalizes interest on tax exempt debt issued to finance construction projects, net of
interest earned on the unspent proceeds. No interest was capitalized for fiscal year ended June
30, 2016.
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(1) Reporting Entity and Summary of Significant Accounting Policies (continued):
Deferred Outflows/Inflows of Resources:
In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense/expenditure) until then. The Authority does not
have deferred outflows of resources.
In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and will not
be recognized as an inflow of resources (revenue) until that time. The Authority has no deferred
inflows of resources.
Prepaid Costs
Prepaid bond insurance costs on debt issuances are to be amortized over the life of the debt. For
the 2008A Desalter Revenue Refunding bonds, the amortization period is 26 years, with 19 years
remaining.
Operating and Non-Operating Revenues and Expenses
Operating revenues and expenses relate to transactions generated as a direct result of the core
business in which the Authority is engaged. These transactions can be repetitive in nature within
the normal business cycle. Non-operating revenues and expenses are transactions incurred
infrequently, during the course of the Authority’s business. These types of transaction are generally
not directly related to the general business of the Authority.
Capital Contributions
Transactions recorded in this category are generally capital in nature. Construction in progress funded
by the Expansion Project Sponsors and Federal grants receipts are prime examples. Since receipts from
federal grants are pass-through in nature, the offsetting value is recorded in the non-operating
revenues/(expenses) category under the caption of payments of federal grants to Expansion Project
Sponsors.
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(2) Cash and Investments
Cash and investments as of June 30, 2016 are classified in the accompanying financial statements
as follows:
Statement of Net Position
Unrestricted current cash & investments
Restricted current assets held for expansion project
Restricted current assets held for South Archibald Plume Project
Restricted Cash held in escrow
Restricted current assets held by trustee/fiscal agents
Long-term investment

$7,257,916
4,122,998
1,048,265
3,012,195
6,422,828
11,089,127

Total cash and investments

$32,953,329

Deposits with financial institutions
Restricted Cash held in escrow
Investments

$1,440,963
3,012,195
28,500,171

Total cash and investments

$32,953,329

Investments Authorized by the California Government Code and the Authority’s Investment
Policy
The table below identifies the investment types that are authorized for the Authority by the California
Government Code and the Authority’s Investment Policy. T he table also addresses the interest
rate risk, credit risk, and concentration of credit risk. This table does not address investments of
debt proceeds held by bond trustee that are governed by the provisions of the debt agreements of
the Authority.
Authorized
Investment Type
U.S. Treasury Obligations
U.S. Agency Securities
State Municipal Securities
Commercial Paper
Negotiable Certificate of Deposit
Repurchase Agreements
Medium Term Notes
Money Market Mutual Funds
State Investment Pool

Maximum
Maturity
5 years
5 years
5 years
270 days
5 years
90 days
5 Years
N/A
N/A
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Maximum
Percentage of
Portfolio
None
None
15%
None
30%
None
15%
None
None

Maximum
Investment
One Issuer
None
None
None
10%
None
None
None
None
None

(2) Cash and Investments (continued):
Investments Authorized by Debt Agreements
Investments of debt proceeds held by bond trustee are governed by provisions of the debt
agreements, rather than the general provisions of the California Government Code or Authority’s
Investment Policy.
The table below identifies the investment types that are authorized for investments held by bond
trustee. The table also identifies certain provisions of these debt agreements that address quality
of risk, interest rate risk, credit risk, and concentration of credit risk.
Authorized
Investment Type

U.S. Treasury Obligations
U.S. Agency Securities
Money Market Funds
Certificates of Deposits
Investment Agreements
Commercial Paper
Banker's Acceptances
Repurchase agreements
LAIF

Minimum
Rating

Maximum
Maturity

Maximum
Percentage
Allowed

Maximum
Investment
One Issuer

None
None
AA-m / Aa2
None
None
A-1 / Prime-1
A-1 / Prime-1
A
None

None
None
N/A
None
None
270 days
1 Year
30 days
N/A

None
None
None
None
None
None
None
None
None

None
None
None
None
None
None
None
None
None

Disclosures Relating to Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of
its fair value to changes in market interest rates. One of the ways that the Authority manages its
exposure to interest rate risk is by purchasing a combination of shorter term and longer term
investments and by timing cash flows from maturities so that a portion of the portfolio is maturing
or coming close to maturity evenly over time as necessary to provide the cash flow and liquidity
needed for operations.
Information about the sensitivity of the fair values of the Authority’s investments (including
investments held by bond trustee) to market interest rate fluctuations is provided by the following
table that shows the distribution of the Authority’s investment by maturity:
Remaining Maturity (in Months)
Investment Type

Value

12 or Less

13 to 24

25 to 59

Negotiable Certificate of Deposit

5,025,288

82,288

739,000

4,204,000

Repurchase Agreement1

8,498,861

8,498,861

0

0

State Investment Pool

2,042,074

2,042,074

0

0

Medium Term Notes

6,063,840

3,056,940

0

3,006,900

447,280

447,280

0

0

6,422,828

6,422,828

0

0

$28,500,171

$20,550,271

$739,000

$7,210,900

Money Mkt Mutual Funds
Held by Trustee:
Debt Service Money Mkt. Mutual
Total
1

Repurchase Agreement is uninsured and unregistered, with the collateral for the repurchase agreement held in the name of

Citizens Business Bank but not in the name of the Authority.
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(2) Cash and Investments (continued):
Investments with Fair Values Highly sensitive to Interest Rate Fluctuations
The Agency’s Investment Policy states that purchases of investments will be restricted to securities
with a final state maturity not to exceed five years. The Agency manages its exposure to interest
rate risk is by purchasing a combination of short term and long term investments. Investment
maturities are spread out evenly to provide the cash flow and liquidity need for operations. The
Agency has elected to use the segmented time distribution method of disclosure for interest rate risk.
Disclosures Relating to Credit Risk
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below is the minimum rating required by the Authority’s
Investment Policy, and the actual Standard and Poor’s rating as of fiscal year ended June 30,
2016:
Minimum
Investment Type
State Investment Pool

Rating as of June 30, 2016

Value

Rating

A+

AAA

$2,042,074

N/A

$0

Unrated
$0

$2,042,074

Repurchase Agreement

8,498,861

N/A

0

0

8,498,861

Medium Term Notes

6,063,840

AAA

0

6,063,840

0

Negotiable Certificates of Deposit

5,025,288

N/A

0

0

5,025,288

447,280

A+

447,280

0

0

6,422,828

A+

6,422,828

0

0

$6,870,108

$6,063,840

$15,566,223

Money Mkt Mutual Funds
Held by Bond Trustee:
Debt Service Money Mkt. Mutual

Total

$28,500,171

Concentration of Credit Risk
The Investment Policy of the Authority contains several limitations on the amount that can be
invested in any one issuer and type of investment as well as that stipulated by the California
Government Code. Investments in any one issuer (excluding investment pool) that represent 5% or
more of the total Authority investments are as follows:
Issuer

Investment Type

Citizens Business Bank

Repurchase Agreement

Various Issuers
John Deere Capital
Exxon Mobil Corp

Reported
Amount

Percentage

$8,498,860

28.5%

Negotiable Certificate of Deposit

5,025,288

16.8%

Medium Term Note

3,006,900

10.1%

Medium Term Note

3,056,940

10.2%
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(2) Cash and Investments (continued):
Custodial Credit Risk
Custodial credit risk for deposits is the risk that, in the event of failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party.
The custodial credit risk for investments is the risk that, in the event of the failure of the counterparty
(e.g., broker-dealer) to a transaction, a government will not be able to recover the value of its
investment or collateral securities that are in the possession of another party.
The California
Government Code and the Authority’s Investment Policy do not contain legal or policy requirements
that would limit the exposure to custodial credit risk for deposits or investments, other than the
following provision for deposits: The California Government Code requires that a financial institution
secure deposits made by state or local governmental units by pledging securities in an undivided
collateral pool held by a depository regulated under state law (unless so waived by the governmental
unit). The market value of the pledged securities in the collateral pool must equal at least 110% of
the total amount deposited by the public agencies. California law also allows financial institutions to
secure City deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits. The Authority’s deposits are insured by FDIC or collateralized as required by
California Law.
The investment in the Repurchase Agreement is uninsured with the collateral for the repurchase
agreement held in the name of Citizens Business Bank but not in the name of the Authority.
For investments identified herein as held by fiscal agent, the trustee selects the investment under the
terms of the applicable trust agreement, acquires the investment, and holds the investment on behalf
of the reporting government.
Investment in State Investment Pool
The Authority is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated
by California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The fair value of the Authority’s investment in this pool is reported in the accompanying
financial statements at amounts based upon the Authority’s pro-rata share of the fair value provided
by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that portfolio). The balance
available for withdrawal is based on the accounting records maintained by LAIF, which are recorded
on an amortized basis.
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(2) Cash and Investments (continued):
Fair Value Measurements
The Authority categorizes its fair value measurement within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the relative inputs used to
measure the fair value of the investments. The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements).
The three levels of the fair value hierarchy are described as follows:
Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical
assets in active markets that the Authority has the ability to access.
Level 2: Inputs to the valuation methodology include:
• Quoted prices for similar assets in active markets;
• Quoted prices for identical or similar assets in inactive markets;
• Inputs other than quoted prices that are observable for the asset;
• Inputs that are derived principally from or corroborated by observable
market data by correlation or other means.
Level 3: Inputs to the valuation methodology are unobservable and significant to the
fair value measurement. Unobservable inputs reflect the Authority’s own
assumptions about the inputs market participants would use in pricing the
asset (including assumptions about risk). Unobservable inputs are developed
based on the best information available in the circumstances and may include
the Authority’s own data.
The asset’s level within the hierarchy is based on the lowest level of input that is significant to the fair
value measurement. Valuation techniques used need to maximize the use of observable inputs and
minimize the use of unobservable inputs.
The determination of what constitutes observable requires judgment by the Authority’s management.
The Authority’s management considers observable data to be that market data, which is readily
available, regularly distributed or updated, reliable, and verifiable, not proprietary, and provided by
multiple independent sources that are actively involved in the relevant market.
The categorization of an investment within the hierarchy is based upon the relative observability of the
inputs to its fair value measurement and does not necessarily correspond to the Authority
management’s perceived risk of that investment.
The methods described may produce a fair value calculation that may not be indicative of net realizable
value or reflective of future fair values. The use of different methodologies or assumptions to determine
the fair value of certain financial instruments could result in a different fair value measurement at the
reporting date.
When available, quoted prices are used to determine fair value. When quoted prices in active markets
are available, investments are classified within Level 1 of the fair value hierarchy. When quoted prices
in active markets are not available, fair values are based on evaluated prices received by Authority’s
asset manager from third party service provider.
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(2) Cash and Investments (continued):
Fair Value Measurements (continued):

Fair Value Measurement Table

Investment Type
Negotiable Certificate of Deposit

Not subject
to fair value
measurement

Quoted
Prices
Level 1

Observable
Inputs
Level 2

Observable
Inputs
Level 3

$0

$0

$5,025,288

$0

Repurchase Agreement1

8,498,861

0

0

0

State Investment Pool1

2,042,074

0

0

0

0

0

6,063,840

0

447,280

0

0

0

Medium Term Notes
Money Mkt Mutual Funds1
Held by Trustee:

6,422,828

0

0

0

Total Leveled Investments

Debt Service Money Mkt. Mutual

$17,411,043

$0

$11,089,128

$0

Total

$28,500,171

1

Not subject to fair value measurement.

(3) Restricted Assets
These include: (a) unspent bond proceeds available for capital construction payments; (b) proceeds
from bonds which are restricted to making payments for debt service; (c) deposits held in lieu of
retentions which required funds to be separately set aside for retention; (d) deposits held for expansion
project costs; (e) deposits held for south Archibald plume project. Construction contract retentions,
which do not involve separately segregated funds, are included in Jobs in Progress within the Capital
Asset category on the Statement of Net Position.

(4) Risk Management
The Authority is exposed to various risks of loss related to: torts, theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and, natural disasters. These risks are covered
by commercial insurance purchased from independent third parties, and covers loss related to general
liability, and errors and omissions claims of up to $10M per occurrence. The Authority also maintains
insurance coverage for loss related to automobile liability and property damage claims categories
of up to $10 million. Property damage has a $1 billion per occurrence shared coverage limited to
insurable value.
In early 2011, the CDA started to execute its plan to have better hands-on organization for direct
reporting. A General Manager was hired to carry out the organizational plan. Workers Compensation
insurance was secured to protect the Authority. All operations and project management activities are
contracted for by the Authority, from Jurupa Community Services District and Inland Empire Utilities
Agency. Workers Compensation insurance is carried by the applicable contractor.
Claim Liabilities
Claim liabilities of the Authority are reported when it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated. Claim liabilities include an amount for claims that
have been incurred but not reported (IBNRs); a negative amount reflects a current year change in
the estimated unpaid claims balance at the beginning of the year. Claim liabilities are calculated
considering effects of inflation, recent claim settlement trends including frequency and amount of
payouts, and other economic and social factors. As of June 30, 2016 the Authority has no recorded
liability for claims and judgments.

29

(5) Contingencies
Amounts received or receivable from grant agencies are subject to audit and adjustment by the
grantor Authority. Any disallowed claims, including amounts already collected, may constitute a
liability of the applicable funds. The amount, if any, of expenditures that may be disallowed by the
grantor cannot be determined at this time, although the Authority expects such amounts, if any, to
be immaterial.
The annual reconciliation of actual O&M costs against budget for FY 2015/16 costs could result in
an unrecorded liability or receivable, depending upon the calculations. As of this time, the amount
has not yet been determined.
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(6) Changes in Capital Assets
Capital Assets
The following is a summary of capital assets, accumulated depreciation and amortization, jobs
in progress and intangible assets at June 30, 2016 with changes therein:
Accumulated
Balance at
06/30/15

Additions

Net Book

Transfers &

Balance at

Depreciation

Value at

Retirements

06/30/16

06/30/16

06/30/16

Capital assets, not being depreciated:

Land

$1,476,144

$0

$0

$1,476,144

$0

$1,476,144

Jobs in progress

111,085,403

20,108,863

0

131,194,266

Total capital assets, not being depreciated:

112,561,547

20,108,863

0

132,670,410

0

Treatment plants, pump stations and
pipelines

107,918,277

0

0

107,918,277

(28,549,876)

79,368,401

Land Improvements/Easements

14,869,711

0

0

14,869,711

(4,969,098)

9,900,613

2,502,016

424,279

0

2,926,295

(1,274,323)

1,651,972

125,290,004

424,279

0

125,714,283

(34,793,297)

90,920,986

157,845

0

0

157,845

(71,501)

86,344

Supplementary treatment capacity

24,216,851

0

0

24,216,851

(8,342,195)

15,874,656

Total capital assets, being amortized

24,374,696

0

0

24,374,696

(8,413,696)

15,961,000

$0

$282,759,389

($43,206,993)

$239,552,396

131,194,266

132,670,410

Capital assets, being depreciated:

Equipment

Total capital assets, being depreciated

Capital assets, being amortized:

Computer software

Total capital assets

$262,226,247

$20,533,122
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(6) Changes in Capital Assets (continued):
Changes in Accumulated Depreciation and Amortization
The following is a summary of property, plant and equipment accumulated depreciation and
amortization at June 30, 2016:
Balance at
06/30/15

Treatment plants, pump stations and pipelines

($26,082,785)

Additions

Transfers &

Balance at

Retirements

06/30/16

($2,467,091)

$0

($28,549,876)

Land improvements/easements

(4,395,189)

(573,909)

0

(4,969,098)

Equipment

(1,065,283)

(209,040)

0

(1,274,323)

(31,543,257)

(3,258,310)

0

(34,793,297)

(60,938)

(10,563)

0

(71,501)

(7,627,014)

(715,181)

0

(8,342,195)

(7,687,952)

(725,744)

0

(8,413,696)

($39,231,209)

($3,984,054)

Accumulated depreciation

Computer software

Supplementary treatment capacity

Accumulated amortization

Total accumulated depreciation/amortization

$0

($43,206,993)

Depreciation and amortization of tangible and intangible assets has been computed on a straightline basis over various estimated useful lives ranging from five to fifty years. One month depreciation
and amortization is recorded in the month of acquisition if the asset is acquired by the 15th of the
month or earlier. Otherwise, depreciation and amortization begins on the following month. For the
fiscal year ended June 30, 2016, depreciation and amortization expense was $3,984,054.
Jobs in Progress
At the fiscal year ended June 30, 2016, the Authority had several jobs in progress that would expand
or enhance the desalter operations and provide for ancillary facilities that support Authority activities.
The jobs in progress at June 30, 2016, were as follows:
Chino Desalter No. 1 & 2

$782,913

Chino Desalter Phase 3 Expansion
South Archibald Plume Cleanup

130,382,482
28,871

Total Jobs in Process

$131,194,266
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(7) Construction Commitments
The Authority is committed to several major construction contracts mostly relating to the Phase 3
Expansion project. It is estimated that an additional $9.6 million will be spent to complete those
projects that were in progress at June 30, 2016.
The major projects include:
•

Concentration Reduction Facility – the project provides the design and construction of
brine reduction facility to reduce the total brine waste disposal, increasing recovery of
extracted groundwater. Start-up testing is scheduled for early next fiscal year. This project
has an estimated outstanding obligation of $0.7 million.

•

Chino I & II Raw Water Intertie Pipeline – the pipeline will convey raw water flow from the
three new wells to the Chino II Desalter and provide a connection between Chino I and II
well fields. Estimated outstanding obligation is $1.4 million.

•

Equipping Wells II-10 and II-11 – Project provides for the installation of mechanical and
electrical equipment and controls to allow the wells to produce and deliver groundwater to
the Chino II Desalter. Estimated outstanding obligation is $3.2 million.

•

Product Water Pipeline Construction – the 30” product water pipeline, located at Hamner
Avenue and Riverside Drive, will deliver treated water to JCSD, City of Ontario, and Western
Municipal Water District. This project has an outstanding obligation of $0.8 million.

•

Project and Construction Management – the CDA entered into contracts with third parties
to manage and provide construction management of the Expansion Phase 3 Project.
Estimate outstanding obligation is $0.8 million.

•

Chino I Desalter Reliability Project – the primary purpose of project is to increase the
reverse osmosis (RO) capacity which will require the construction of an additional RO Train,
the extension of the Chino I Desalter building, and related improvements. Estimated
outstanding obligation is $2.7 million.

(8) Long-term Debt & Contract Payable
Summary of long-term debt activity for the fiscal year ended June 30, 2016 was as follows:
2008A Desalter Revenue Refunding Bonds
On June 11, 2008, the Authority issued the Desalter Revenue Refunding Bonds, Series 2008A in
the amount of $89,440,000. The Bond will bear a fixed interest rate between 3.00% to 5.00%
annually and payable semi-annually through the year 2035. The new revenue refunding bond
has various debt payment schedules tailored to each CDA member agency, based on their
respective election. This provision affords each member the ability to prepay their share of debt
service. The average coupon rate ranges from 4.567% to 5.0%, maturing on June 1, 2035.

Bonds Payable
2008 A Refinancing
Bonds
Net Premium (discount)

Beginning
Balance

Due within
One year

Due after
One year

$74,790,000

$2,365,000

$72,425,000

67,162

1,276,072

0

1,276,072

$2,287,162

$76,066,072

$2,365,000

$73,701,072

Additions

Reductions

$77,010,000

$0

$2,220,000

1,343,234

0

$78,353,234

$0
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Ending
Balance

(8) Long-term Debt & Contract Payable (continued):
This issue was used to refund the 2004A Adjustable Rate Revenue Refunding Bonds, Series 1 and 2
and fund the Debt Service Reserve Fund. The eighth principal payment was made during fiscal year
2015/16 of $2,220,000. For financial presentation purposes, the balance of both deferred
underwriters’ discount and premium were combined into to the long term bond debt liability, with an
aggregate balance at June 2016 of $73,701,072.
Aggregate Long Term Debt
As of June 30, 2016, the aggregate debt service requirements on bonded indebtedness to maturity
are summarized as follows:
Principal
Payments

Year Ending June 30

Interest
payments

Total

2017

$2,365,000

$3,642,025

$6,007,025

2018

2,520,000

3,535,600

6,055,600

2019

2,695,000

3,409,600

6,104,600

2020

2,885,000

3,274,850

6,159,850

2021

3,030,000

3,130,600

6,160,600

2022 – 2026

17,495,000

13,282,075

30,777,075

2027 – 2031

21,970,000

8,806,075

30,776,075

2032 – 2035

21,830,000

2,795,250

24,625,250

74,790,000

41,876,075

116,666,075

1,276,072

0

1,276,072

$76,066,072

$41,876,075

$117,942,147

Subtotal
Plus: Net premium/(discount)
Total debt service payable

In April 2012 the Authority entered into an end-user Direct-Osmosis-High Salinity (DO-HS) cost
sharing agreement with IDE Technologies LTD. IDE Technologies LTD contributed $80,000 to assist
CDA in installing DO-HS Technology to its Chino Desalter I facility. CDA will reimburse IDA
Technologies LTD through IDE Americas the contribution plus interest from net cost savings realized
as a result of the implementation of DO-HS Technology. The $80,000 is included in Contract Payable,
due in more than one year.
Compensated Absences
Beginning
Balance

Additions

Deletions

$77,593

$3,946

$8,548

Ending
Balance
$72,991

Due
within
One year
$10,207

Due after
One year
$62,784

(9) Arbitrage Rebate Obligation
Arbitrage rebate refers to the required payment, to the U.S. Treasury, of excess earnings received
on tax exempt bond proceeds that are invested at a higher yield than the yield of the tax exempt
bond issue. Federal law requires that arbitrage liability, and cumulative excess arbitrage earnings,
be calculated and remitted to the U.S. Treasury at the end of the fifth bond year, and every fifth
year thereafter.
The 2008A Desalter Revenue Refunding Bonds are subject to arbitrage limitations. As of June 30,
2016, no rebate liability is due for the period ending June 30, 2016.
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(10) Groundwater Replenishment Expense/Credits
As a result of CDA’s extraction of groundwater from the Chino Basin, a replenishment cost of water
is associated with such pumping. This replenishment cost is assessed by the Chino Basin
Watermaster (CBW). CDA is given a credit under agreement with CBW and its members for the
replenishment cost of its annual production of water. The credit for groundwater replenishment is
reflected as revenue and expense in the accompanying financial statements. The replenishment
cost for FY2015/16 production was estimated at $20,049,508.

(11) Defined Contribution Pension Plans
In March 2011, the Authority’s Board of Directors adopted a resolution to establish a deferred
compensation plan and appointed a plan administrator, ICMA-RC Services, LLC. All future changes
to the plan must be approved by the Authority’s Board of Directors. The deferred compensation plan
is a defined contribution plan and is qualitied under the IRC Section 401(a). The resolution stipulated
that qualified employees are required to contribute 4% of their earnings, and the Authority contributes
20% of the employee’s earning to the plan, with the exception of the General Manager’s position,
which has a defined monthly pension amount as stipulated in an employment contract. The total value
of the 401 (a) plan is $399,603 June 30, 2016.

(12) Operating Lease
On April 2011, the Chino Basin Desalter Authority entered into a 36 month lease agreement with
ARI Haven, LLC to lease a 2,115 square foot office space. On March 7, 2014, the Authority entered
into the first amendment to extend the lease term through July 2017.
Total operating lease costs were $43,361 for the year ended June 30, 2016. The future minimum
lease payments for the office space are as follows:
Year Ended June 30
2017
2018
Total

Amount
$42,589
$ 3,351
$45,940

(13) Subsequent Events
On July 14, 2016, CDA completed the issuance of its 2016 Refunding Revenue Bonds, Series 2016A.
The $67,105,000 new bonds were issued to advance refund the total 2008A bonds with a $74,790,000
outstanding principal balance. The average coupon rate for the 2016A Bonds is 3.6%.
A $670,000 earnest deposit for the purchase of the 2016A Bonds was made by the winning bid party
on June 22, 2016. The money was subsequently transferred in early July to the Trustee for the
settlement of the sale of the bonds.
Other events occurring after June 30, 2016, have been evaluated for possible adjustments to the
financial statements or disclosures as of December 8, 2016, which is the date these financial
statements were available to be issued.
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CHINO BASIN DESALTER AUTHORITY (CDA)
Statistical Section

This part of the Chino Basin Desalter Authority’s Comprehensive Annual Financial
Report presents detailed information as a context of understanding what the information
in the financial statement, footnote disclosures, and required supplementary information
says about the Authority’s overall financial health.
Contents
Financial Trends
These schedules contain trend information to help the reader understand how CDA’s
financial performance and well-being have changed over time.
Revenue Capacity
These schedules contain information to help the reader assess CDA’s major revenue
sources.
Debt Capacity
These schedules present information to help the reader assess the affordability of
CDA’s current level of outstanding debts and the Authority’s ability to issue additional
debt in the future.
Operating Indicators
These schedules contain service and infrastructure data to help the reader understand
the operations of CDA.
Demographic and Economic Information
These schedules provide demographic and economic indicators to help the reader
understand the environment within which the Authority’s financial activities take place.
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2016
Operating Revenues
Operations and maintenance assessments
Rebate credits - MWD
Groundwater replenishment credit

$

Total operating revenues
Operating Expenses
Operations and maintenance
MWD credits to member agencies
Groundwater replenishment expense
Administration and general
Depreciation and amortization
Total operating expenses
Operating income (loss)
Nonoperating Revenues (Expenses)
Interest income
Fixed project/capital assessments
Other nonoperating revenues (expenses)
Interest on long-term debt
Annual reconciliation of costs
Distribution of reserves to members agencies

CHINO BASIN DESALTER AUTHORITY
Historical Operating Results
Statement of Revenues, Expenses and Changes in Fund Net Position
Fiscal Years Ended June 30, 2007, through 2016
(In Thousand Dollars)
2015
2014
2013
2012
2011

16,618
2,415
20,049

$

$

14,086
4,549
17,546

$

13,731
2,479
14,492

$

14,351
1,854
15,439

$

13,608
2,400
14,696

$

2009

13,397
2,400
15,428

$

2008

12,363
6,243
11,015

$

2007

12,331
6,644
-

$

11,714
2,400
-

39,082

35,919

36,181

30,702

31,644

30,704

31,225

29,621

18,975

14,114

11,355
2,415
20,049
1,021
3,984

11,908
2,784
19,022
917
3,963

11,366
4,549
17,546
959
3,914

10,194
2,479
14,492
1,609
3,956

10,476
1,854
15,439
1,322
4,166

12,590
2,400
14,696
549
4,390

11,199
2,400
15,428
677
4,380

10,760
6,243
11,015
520
4,364

10,591
6,644
688
3,265

9,018
2,400
712
2,180

38,824
258

38,594
(2,675)

38,334
(2,153)

32,730
(2,028)

33,257
(1,613)

34,625
(3,921)

34,084
(2,859)

32,902
(3,281)

21,188
(2,213)

14,310
(196)

324
10,823
387
(3,723)
(1,301)

303
6,562
144
(3,807)
(1,773)

309
7,038
215
(3,878)
(1,783)

375
7,082
66
(3,939)
(2,570)

393
6,877
5
(3,996)
(503)

413
6,521
82
(4,051)
(1,468)

462
6,080
573
(4,099)
(1,004)

749
6,781
363
(4,144)
(1,217)

1,057
5,562
(1,780)
(3,938)
(3,286)

1,243
6,399
(306)
(2,913)
(663)

(864)

(786)

(1,280)

-

-

(10,000)

-

(1,113)
(266)

2,776

1,497

(7,988)

2,532

(2,424)

(10,847)

-

Payments of federal grants to Sponsors

14,113
2,784
19,022

2010

-

-

(4,768)

(3,229)

Total nonoperating revenues (expenses)

1,742

(2,664)

Income (loss) before contributions

2,000

(5,339)

(2,151)

(2,294)

1,163

Capital Contributions
Capital grants
Contributed expansion costs from sponsors
Prior year adjustment

4,769
19,615
28

3,229
58,158
-

1,113
21,011
-

585
6,395
-

412
22,490
(222)

22
-

12
-

-

-

-

Total Capital Contributions

24,412

61,387

22,124

6,980

22,680

22

12

-

-

-

Change in net position

26,412

56,048

19,973

4,686

23,843

Total net position - beginning
Total net position - ending

159,587
$

185,999

2

103,539
$

159,587

83,566
$

103,539

78,880
$

83,566

Source: Chino Basin Desalter Authority's Financial Statements
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(2,402)

55,037
$

78,880

(10,835)

57,439
$

55,037

(749)

(749)

68,274
$

57,439

68,274

3,760

(4,598)

3,564

(4,598)

69,023
$

(2,385)

3,564

73,621
$

69,023

70,058
$

73,622

CHINO BASIN DESALTER AUTHORITY
Net Position by Component
Last Ten Fiscal Years
(in million dollars)
2016
Net Investment in Capital Assets (a)

2014

2013

2012

2011

2010

2009

2008

151

94.1

74.4

68.5

46.4

48.2

49.3

0

0

0

0

0

0.3

1.2

1.0

0.7

0

16.1

8.5

9.4

9.2

10.6

8.3

8.0

18.0

16.3

18.2

186.0

159.5

103.5

Unrestricted

83.6

79.1

55.0

57.4

52.0

68.3

69.0

68.3

69.0

73.6

2009

2008

2007

Total Net Position by Fiscal Year
$200

186.0

$180

159.5

$160
In Millions

$140
$120

103.5

$100

83.6

$80

79.1

$60

55.0

57.4

2011

2010

$40
$20
$0

2007

169.9

Reserved for Membranes Repl

Total Net Position

2015

2016

2015

2014

2013

2012

Fiscal Year

Note (a) - The debt sevice amount has been incorporated into the calculation of investment in net captial assets.
Source: Chino Basin Desalter Authority's Financial Statements
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55.4

73.6

CHINO BASIN DESALTER AUTHORITY
Other Fiscal Indicator - Service Obligation
Fiscal Years Ended June 30, 2007, through 2016
(Dollars in Thousands)
Description - This indicator measures the ability of the Authority's annual operating revenues to cover annual operating costs. A ratio of one or higher
indicates the entity operated within its means.

Operating Revenue/Operating Expenses
$40,000

In Thousands

$35,000
$30,000
$25,000
$20,000
$15,000
$10,000
$5,000
$0

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

Fiscal Year
Total Operating Revenues

2016

Total Operating Expenses (a)

2015

2014

2013

2012

2011

2010

2009

2008

2007

Total Operating Revenues

39,082

35,918

36,181

30,702

31,644

30,704

31,225

29,621

18,975

14,114

Total Operating Expenses (a)

34,841

34,630

34,420

28,774

29,091

30,235

29,704

28,538

17,923

12,130

Ratio

1.1

1.0

1.1

1.1

1.1

1.0

1.1

1.0

1.1

1.2

(a) excluding depreciation and
amortization expenses
Source: Chino Basin Desalter Authority's Financial Statements
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CHINO BASIN DESALTER AUTHORITY
Revenues by Source
Last Ten Fiscal Years
(in million dollars)

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

O&M Assessments

16.6

14.1

14.1

14.4

14.4

13.6

13.4

12.4

12.3

11.7

MWD Contributions

2.4

2.8

4.5

2.5

1.9

2.4

2.4

6.2

6.6

2.4

19.0

16.9

18.6

16.9

16.3

16.0

15.8

18.6

18.9

14.1

10.8

6.6

7.0

7.1

6.9

6.5

6.1

6.8

5.6

6.4

0.7

0.4

0.5

0.4

0.4

0.5

1.0

1.1

1.1

1.3

11.5

7.0

7.5

7.5

7.3

7.0

7.1

7.9

6.7

7.7

30.5

23.9

26.1

24.4

23.6

23.0

22.9

26.5

25.6

21.8

Total Operating Revenue
Fixed Project Assessments
Other Nonoperating Revenue
Total Nonoperating Revenue
Total Combined Revenues

Revenue by Fiscal Year
$35
$30

30.5
23.9

In Millions

$25

26.1

26.5

24.4

23.6

23.0

22.9

2013

2012

2011

2010

25.6
21.8

$20
$15
$10
$5
$0

2016

2015

2014

Fiscal Year
Source: Chino Basin Desalter Authority's Financial Statements
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2009

2008

2007

CHINO BASIN DESALTER AUTHORITY
Operating Indicators
FY2016 Staffing Allocations
As of June 30, 2016

Total Staffing Positions

Full Time Equivalent

Administration
Operations
Total CDA Staff
Chino 1 - Contracted Staff
Chino 2 - Contracted Staff
Total Contracted Staff

Part-time

3
0
3
7
7
14

Note: Chino 1 operations is under contract with Inland Empire Utilities Agency
Chino 2 operations is under contract with Jurupa Community Service District

Sources: Chino Basin Desalter Authority's Budget for FY2006
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Total
2
1
3
0
0
0

5
1
6
7
7
14

CHINO BASIN DESALTER AUTHORITY
Debt Service Payment Schedule
Fiscal Years 2016-2035

Fiscal
Year
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

Interest
3,730,825
3,642,025
3,535,600
3,409,600
3,274,850
3,130,600
2,979,100
2,820,350
2,653,350
2,496,875
2,332,400
2,160,500
1,969,325
1,781,000
1,562,500
1,326,750
1,091,500
838,250
572,250
293,250

Principal
2,220,000
2,365,000
2,520,000
2,695,000
2,885,000
3,030,000
3,175,000
3,340,000
3,505,000
3,655,000
3,820,000
3,995,000
4,185,000
4,370,000
4,595,000
4,825,000
5,065,000
5,320,000
5,580,000
5,865,000

Source: 2008A Bonds Debt Service Schedule
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Total
Payment
5,950,825
6,007,025
6,055,600
6,104,600
6,159,850
6,160,600
6,154,100
6,160,350
6,158,350
6,151,875
6,152,400
6,155,500
6,154,325
6,151,000
6,157,500
6,151,750
6,156,500
6,158,250
6,152,250
6,158,250

Principal
Balance
74,790,000
72,425,000
69,905,000
67,210,000
64,325,000
61,295,000
58,120,000
54,780,000
51,275,000
47,620,000
43,800,000
39,805,000
35,620,000
31,250,000
26,655,000
21,830,000
16,765,000
11,445,000
5,865,000
-

CHINO BASIN DESALTER AUTHORITY
Ratio of Outstanding Debt by Type
Last Ten Fiscal Years

Fiscal Year
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006

Revenue
Bonds
76,066,072
78,353,234
80,505,396
82,552,558
84,484,719
86,650,170
88,391,219
90,047,268
91,628,317
85,325,000
86,725,000

Other NonCurrent
Liabilities
542,387
472,237
403,249
246,601
85,321
80,000
27,292
107,209

Total
76,608,459
78,825,471
80,908,645
82,799,159
84,570,040
86,730,170
88,391,219
90,047,268
91,628,317
85,352,292
86,832,209

Source: Chino Basin Desalter Authority's Financial Data

44

Total Assets
284,150,138
277,009,764
275,352,005
186,862,890
175,903,130
145,307,722
148,523,949
165,029,232
172,833,361
165,377,368
168,849,014

Total Debt Per
Total Assets
27%
28%
29%
44%
48%
60%
60%
55%
53%
52%
51%

CHINO BASIN DESALTER AUTHORITY
Water Production for the Member Agencies
For the Fiscal Year Ended June 30, 2016
The following table displays Fiscal Year 2015/16 water production deliveries to
Authority's member agencies:

CDA Members

Total

Percentage of

Acre-Feet

Acre-Feet

City of Chino

5,000

20.3%

City of Chino Hills

4,201

17.1%

City of Norco

1,012

4.1%

City of Ontario

5,000

20.3%

Santa Ana River Water Company

1,200

4.9%

Jurupa Community Services District

8,184

33.3%

24,597

100.0%

Total

*AF (Acre-Feet ) is a unit of measurement equal to 325,900 gallons of water
which meets the needs of two average families in and around the home for one
year.

Water Production Deliveries
For the Fiscal Year Ended June 30, 2016
25,597 Acre-Feet
City of Chino
20.3%

Jurupa Comm.
Serv. Dist.
33.3%

City of Chino
Hills
17.1%

Santa Ana River
Water Co.
4.9%

City of Norco
4.1%

City of Ontario
20.3%

Source: Chino Basin Desalter Authority's Production Report
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CHINO BASIN DESALTER AUTHORITY
Actual Desalter Water Sales
For the Past Five Fiscal Years
( In Acre-Feet )
CHINO

CHINO HILLS

JCSD

NORCO

ONTARIO

SARWC

TOTAL

Jurupa
Community
Fiscal
Year

City of
Chino

City of
Chino Hills

Services
District

Santa Ana
City of
Norco

City of
Ontario

River Water
Company

Total
Acre-Feet

2011/12

4,867.4

4,208.7

8,218.5

982.0

5,126.2

1,260.0

24,662.8

2012/13

4,804.5

4,074.9

8,072.8

953.9

4,793.9

1,170.0

23,870.0

2013/14

5,156.2

4,349.0

8,644.1

1,011.5

5,148.4

1,250.0

25,559.2

2014/15

5,231.9

4,425.9

8,541.2

1,041.0

5,284.8

1,270.0

25,794.8

2015/16

5,000.0

4,201.0

8,184.0

1,012.0

5,000.0

1,200.0

24,597.0

Desalter Water Sales
For the Past Five Fiscal Years
( In Acre-Feet )

27,500.00
25,000.00
22,500.00
20,000.00
17,500.00
15,000.00
12,500.00
10,000.00
7,500.00
5,000.00
2,500.00
0.00
2011/12 2012/13
2013/14

2014/15

Source: Chino Basin Desalter Authority's Production Report
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2015/16

CHINO BASIN DESALTER AUTHORITY
Current Well Capacity of Chino I and Chino II Desalters
(In Annual Acre Feet [AF])
June 30, 2016

Chino I Wells

Design

Operating

Design

Operating

Capacity

Potential

Capacity

Potential

in AF

in AF

in AF

in AF

Chino II Wells

I-1

600

362

II-1

2,000

1,635

I-2

300

146

II-2

2,000

1,669

I-3

600

446

II-3

2,000

1,848

I-4

300

148

II-4

2,000

1,688

I-5

1,200

1,172

II-6

2,000

1,677

I-6

1,200

235

II-7

1,200

936

I-7

1,200

236

II-8

1,500

1,073

I-8

900

1,049

II-9a

2,000

1,394

I-9

1,200

1,133

I-10

1,200

1,371

I-11

1,200

495

I-13

2,000

770

I-14

2,200

2,098

I-15

2,000

1,800

I-16

250

188

I-17

200

173

1-20

400

446

1-21

400

423

Total

17,350

12,691

14,700

11,920

Source: Chino Basin Desalter Authority's Production Report
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CHINO BASIN DESALTER AUTHORITY
Demographic and Economic Statistics
Population Served by Member Agencies
2015/2016

CDA Members

Population

% of Total

Western Municipal Water District

880,000

65%

City of Ontario

168,674

12%

Jurupa Community Services District

107,000

8%

City of Chino

85,595

6%

City of Chino Hills

78,309

6%

City of Norco

26,289

2%

8,600

1%

1,354,467

100%

Santa Ana River Water Company

Sources: County of Riverside Economic Development Agency
County of San Bernardino Development Agency
Western MWD Website
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•

A joint project with:
The City of Chino
The City of Chino Hills
The City of Norco
The City of Ontario
Jurupa Community Services District
Santa Ana River Water Company
Inland Empire Utilities Agency
Western Municipal Water District
Chino Basin Desalter Authority
Contact us at finance@chinodesalter.org
www.chinodesalter.org
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