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November 03, 2016

Board of Directors
Eastern Municipal Water District

We are pleased to present the Eastern Municipal Water District’s (District) Comprehensive Annual
Financial Report (CAFR) for the fiscal year ended June 30, 2016. State law and debt covenants require
that the District publish, within six months and 180 days of the close of each fiscal year, respectively, a
complete set of audited financial statements. This report is published to fulfill that requirement and to
provide the Board of Directors (Board), the public and other interested parties these basic financial
statements.

Management assumes full responsibility for the completeness and reliability of the information contained
in this report, based upon a comprehensive framework of internal control that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

Davis Farr LLP, a firm of licensed certified public accountants, has issued an unmodified opinion on the
District’s financial statements for the year ended June 30, 2016. The independent auditors’ report is
presented as the first component of the financial section of this report.

Included are all disclosures management believes necessary to enhance your understanding of the
financial condition of the District. Generally accepted accounting principles (GAAP) requires that
management provide a narrative introduction, overview, and analysis to accompany the basic financial
statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
designed to complement MD&A and should be read in conjunction with it. The District’'s MD&A can be
found immediately following the report of the independent auditors in the financial section of this report.



Profile of the District

The Eastern Municipal Water District was
incorporated in 1950 under the Municipal
Water District Act of 1911 and the provisions
of the California Water Code. Its primary
purpose was to import Colorado River water
to its service area to augment local water
supplies. Prior to the District’s formation, the
local water supply was primarily from
groundwater wells.

The District is governed by a five-member

Board of Directors elected by the public for a

four-year term, each representing comparably

sized districts based on population. This five-

member Board is responsible to the general public within the District for proper conduct of District affairs.
The District is a member of the Metropolitan Water District of Southern California (MWD), a cooperative
organization of twenty-six member agencies responsible for providing imported water to Southern
California.

The District is located in Southern California and its service area lies within western Riverside County,
encompassing approximately 555 square miles. In 1951, the District’s service area consisted of 86 square
miles. Today, growth has resulted from annexations ranging in area from 1 to 72,000 acres. The assessed
valuation has grown from $72.0 million when formed to approximately $69.1 billion for this past fiscal
year. The District is divided into separate regional service areas for water service and sewer service.

Riverside County has a population of 2.3 million people. Of this population, the District serves
approximately 804,000 or 34 percent, including the cities of Temecula, Murrieta, Menifee, Hemet, San
Jacinto, Moreno Valley, Perris, Wildomar and unincorporated areas in Riverside County. A map of the
service area is at page 18 of this report.

The mission of the District is to deliver value to its customers and the communities it serves by providing
safe, reliable, economical and environmentally sustainable water, wastewater and recycled water
services. It provides three primary products and services: potable water, wastewater collection and
treatment and recycled water.

The District’s approximately 611 employees are responsible for providing excellent customer service
driven by its standards to provide safe, reliable, economical and environmentally friendly services.

Water Supply and Reliability

The District’s total water supplies include 16 percent local groundwater, 48 percent imported water and
36 percent recycled water. The sole source of the District’s imported water is MWD.

The District has made significant efforts to provide a safe and reliable supply of water and diversify the
sources of water. In 2005, the District received 55 percent of its water through purchases from MWD,
which in turn obtains its water supply from two primary imported sources: the Colorado River via the
Colorado River Aqueduct, and the State Water Project via the Edmund G. Brown California Aqueduct. In




2016, the District reduced the level of imported water to 48 percent of supply as a result of investments
in local groundwater, desalination, and recycled water improvements.

Historical Water Supply Sources (2005) Current Water Supply Sources (2016)
140,469 AF 122,828 AF

Recycled 31%

Local
Groundwater
13%
Desalinated Desalinated
Groundwater 1% Groundwater 6%

Sewer and Recycled Water Services

For the purposes of transmission, treatment and disposal of wastewater, the District is divided into five
sewer service areas: Hemet/San Jacinto, Moreno Valley, Sun City, Temecula Valley, and Perris Valley. Each
service area is served by a single regional water reclamation facility (RWRF), for which methods of
treatment vary. The facilities are capable of treating 69 million gallons per day (MGD) of wastewater and
serve approximately 804,000 people. Customers’ monthly bills include a daily service charge based on
household size, which covers the fixed and variable costs of operating the sewer system and contributions
to infrastructure replacement costs. They are linked through a network of 1,799 miles of pipeline and 48
active lift stations.

The District currently generates approximately 42 MGD of effluent at its regional water reclamation
facilities. The District’s goal is to reuse 100 percent of the water from the treatment plants and offer
recycled water for sale to customers within the District’s service area. In doing so, the District reduces
the need to import water or to use other local groundwater supplies. In 2016, approximately 44,901 acre
feet, or 100 percent of the total recycled water produced, was sold to customers.

The Local Economy

The District is located within Riverside County which is the fourth largest county in State. Riverside County
and San Bernardino County comprises the Inland Empire which is one of the fastest growing metropolitan
areas in the nation. The Inland Empire covers approximately 27,000 square miles with a population of
about 4 million. Job growth in the region exceeded those of the State and other areas in Southern
California from 2011 to 2015. This growth has brought the unemployment rate down and contributed to
rising personal income which has supported growth in consumer-driven industries such as leisure and
hospitality. Wages and salaries increased 3.8 percent in 2015 compared to the State’s 3.0 percent job
growth, exceeding the pre-recession numbers. Unemployment rate was down from 8.2 percent in 2014
to 6.5 percent in 2015 and down 13.7 percent from its highpoint in 2010. Other sectors of employment
gain in the Inland Empire included business and professional services, transportation, warehousing,
construction and manufacturing. Job increases also occurred in wholesale trade and technical services.
The State’s inland counties, including Riverside County, are forecast to show above average job growth
potential in the next few years.




The Inland Empire is an affordable housing alternative to the
higher priced homes in the coastal regions of Southern California.
Home sales were up in 2015 as a result of job growth and low
interest rates. The area has continued to see a steady increase in
real estate prices for the fourth consecutive year due to low
inventory of houses for sale and increasing demand resulting
from higher income and migration to the region. Itis forecast that
residential building permits will increase by 22.1 percent in 2016
and 24.6 percent in 2017. Non-residential construction which
was depressed from 2009 to 2012 bounced back in 2013 with an
increase of new investment in the retail and industrial sectors
with several large infrastructure projects and notable growth in
the warehousing sector.

The transportation, warehousing and wholesaling industries

employed over 150,000 workers in the Inland Empire in 2015.

Transportation and warehousing jobs increased 7.3 percent and

wholesale industry employment increased by 6.1 percent. The

area has benefited from an increase in activity at the Ports of Los
Angeles and Long Beach which have experienced increases of 3.8 percent in 2014 and 1.6 percent in 2015
in cargo passing through these two ports. Forecasted increase in cargo movement in 2016 is 1.6 percent.
Also in 2015, online retailer Amazon announced the creation of 1,000 jobs at its three Inland Empire
fulfillment centers in addition to 4,000 fulltime jobs created at its regional fulfillment centers since 2012
(one of which is located in the District’s service area, Moreno Valley).

The District’s population has grown by nearly 49 percent since 2001 and experienced modest new
connections during the national economic downturn. The recession had a large impact on Riverside
County, however, local recovery has increased over recent years. In 2014, Riverside County added 26,000
jobs which is equivalent to 4.4 percent growth, unemployment decreased from 10.3 percent in 2013 to
8.2 percent in 2014 and 7.1 percent in 2015. Job growth in the County was strongest in construction,
leisure and hospitality, education and healthcare and wholesale and retail. The population increased an
average of 1.2 percent each year and is projected to increase an average of 2.1 percent through 2020.
The County’s central location and proximity to the ports of Long Beach and Los Angeles in addition to
affordable land and large storage facilities makes it an ideal region for transportation and distribution of
goods. As the economic recovery continues to increase the value of real estate in the coastal regions of
Southern California, residents and businesses turn their attention to affordable land, housing and rental
in Riverside County.

Riverside County’s property assessment roll for the fiscal year 2016 has exceeded the record set in fiscal
year 2008 with a value of $255 billion, 5 percent more than the fiscal year 2015 assessment roll of $242.7
billion. This is the fourth consecutive year of growth and had exceeded its previous peak of $242.9 billion
in 2008.

The District’s property assessment roll for its service areas increased $7.7 billion or 13 percent in fiscal
year 2015. Its service areas include the cities of Temecula, Murrieta, Menifee, Hemet, San Jacinto,
Moreno Valley, Perris, Wildomar and unincorporated areas in Riverside County. The largest growth
among the District’s incorporated service areas are in the cities of Menifee, 8.3 percent; Moreno Valley,
8.1 percent; and Perris, 8.2 percent. In 2014, Menifee was the second fastest growing city in Riverside
County and the sixth fastest growing city in the state. It has moved forward with a $100 million capital
improvement program encouraging development in the area. The City of Perris has, over the recent years,




introduced additions to its downtown area which include the Drop Zone Waterpark, Big League Dreams
sports complex, the completion of a major freeway intersection and exterior facades for many existing
downtown buildings. It also recently introduced the $247 million Metrolink commuter train system
stretching 24 miles, linking Perris to Riverside and accommodating approximately 4,000 passengers each
day. Other recent year developments in the area include a Walmart Supercenter and a Home Depot e-
commerce fulfillment center. Moreno Valley is expanding with new retail and restaurant designations,
health care providers, employment centers and industrial development. Recent construction activities in
Moreno Valley include Aldi Food Market and Fisker Automotive Technology.

The District is conveniently accessible by truck and rail service from several significant national and
international cargo facilities including the Port of Los Angeles/Long Beach complex, Los Angeles
International Airport, Ontario International Airport, and Port of San Diego. Additionally, the March Air
Reserve Base (March ARB), a 12 square-mile airfield and logistics center, is located in the District.

Sound Financial Policies and Practices

The District continues to manage funds to ensure financial stability and demonstrate responsible
stewardship by sustaining reasonable rates for customers, containing costs through careful planning,
preserving investments, safeguarding reserves, and active debt management.

Water and Sewer Rates

In 2009, the District implemented its water budget based tiered rate structure for water sales. This rate
structure is designed to promote water conservation by encouraging efficient water use and discouraging
wasteful water usage. The District’s water budget-based tiered rate structure sets budgets for indoor
usage based on gallons per person per day times the number of persons in the home, and for outdoor
usage based on each property’s irrigated area times the daily evapotranspiration (ET) rate and a
conservation factor based upon the age of the home and model landscaping ordinances then in effect.




During a water shortage, budgets are adjusted and/or tiers are eliminated to send the strongest pricing
signals possible to customers regarding their water use. (See “Drought and Water Shortage Contingency
Plan” section below).

In 2013, the District implemented a sewer block rate structure based on the number of people occupying

a property. Households with fewer than 3 people are charged 25 percent less than homes with 3 or 4
people. Conversely, homes with 5 or 6 people are charged 25 percent more than homes with 3 or 4
people. Block sewer rates are designed to be more fair and equitable to customers and revenue neutral
to the District.

In 2014 and 2015, the District adopted increases in water rates and fixed service charges, with separate
capital charges for water and sewer services, to fund water supply reliability and capital replacement
projects. In June 2016, the Board approved additional adjustments to the daily service charge for the
purpose of covering a portion of the water and sewer systems’ fixed operating costs.

The District’s allocation based tiered water rate structure together with its conservation, outreach, and
education programes, is designed to meet State mandated reductions in water usage while also meeting
the District’s financial goals. In 2016, as a result of conservation efforts during the extended drought
conditions, domestic water sales decreased by 13,600 acre feet or 17 percent from 2015. However, due
to the tiered water rate structure and a decrease in water purchases, the corresponding decrease in
domestic water dollars sales was only six percent. Overall, total revenues exceeded the fiscal year 2016
forecast, expenses were lower than expected and the resulting net operating margin was well above
budget.

The chart below reflects the monthly charges for an average residential customer with a household of 4
people in the District’s service area.
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Effective January 1, 2017, the Board approved increases in water use rates, daily service charge and water
supply and reliability capital projects charge to recover the increase in imported water cost from the
Metropolitan Water District and to provide funds for investing in the preservation and protection of the
local water supply. The impact to a typical water bill is approximately $2.25 per month.




Effective July 1, 2016, sewer rates increased to recover the cost to collect, treat and recycle or dispose of
wastewater. Sewer system capital projects charge will also increase to provide funds for future sewer
system capital improvement projects essential for maintaining the District’s four water reclamation
facilities and meeting regulatory and environmental requirements. The impact to a typical sewer bill is
approximately $1.12 per month.

Drought and Water Shortage Contingency Plan

In January 2014, the Governor declared a drought state
of emergency encouraging local suppliers to reduce
usage by 20 percent and have local suppliers develop or
update water contingency plans. The District amended
its Water Shortage Contingency Plan (WSCP) in March
2014 to better reflect contemporary needs of the
District. The WSCP is designed to regulate the deliver
and consumption of water usage during water
shortages. It includes five stages, with the first two
stages being voluntary measures to encourage
conservation. Stages 3 and 4 are mandatory stages with
escalating adjustments to outdoor water budget allocations to domestic customers. Stage 5 includes
staged adjustments to water budgets for indoor use. On April 1, 2015, the Governor issued an executive
order including a directive to the State Water Resources Control Board (SWRCB) to impose restrictions to
reduce potable urban water use by 25 percent from 2013 levels by February 2016. To implement the
Governor’s orders, the SWRCB passed Emergency Water Conservation Regulations. In May 6, 2015, the
SWRCB adopted regulations that required the District to effect a 28 percent reduction from 2013 water
usage. The District’s Board of Directors took multiple actions to move through various stages of the WSCP
in response to the drought, using the allocation-based rate structure to send pricing signals to encourage
changes in water use when needed:




Throughout the State’s mandated water use reductions, the District actively engaged with the State Water
Resources Control Board (State Board) members and staff, as well as other water agencies throughout
the State on a regulatory approach that would better reflect each water agency’s actual water supplies
and storage levels. In May 2016, the District self-certified that it had sufficient supplies to meet demands
under a difficult stress test that simulated three additional years of severe drought conditions. As a result,
the District’s required conservation standard was reduced to zero percent, although the District’s
customers continued to achieve sustained conservation levels nearing a 20 percent cumulative reduction
relative to 2013 water use. In June 2016, the District’s Board of Directors voted to return customers to a
Stage 3c, restoring outdoor water budgets in their entirety.

The financial resiliency demonstrated by the District in the face of a 20 percent reduction in water sales is
attributed to the WSCP and the Board of Director’s willingness to move customers through the WSCP
stages and send the strongest possible pricing signals to encourage conservation.

Financial Planning

The Board approves a biennial budget as a management tool. The biennial budget is developed with input
from the various departments within the organization and adopted prior to the start of each fiscal year.
Monthly comparison reports of budget to actual are prepared, and quarterly budget-to-actual results by
system are provided to and discussed with the Board, along with financial position and other key
performance information.

The District prepares a five-year financial plan to anticipate funding needs, reserve levels, and expected
impacts to rates. A key component to the plan is the District’s Capital Improvement Plan (CIP), which calls
for total expenses for water, sewer and recycled water facilities of approximately $398.8 million for the
period from 2016 through 2020. The CIP is expected to be financed through a combination of property
taxes, developer connection fees, rates and charges, publicly financed bond proceeds, reserves, grants
and low-interest loans from the California State Revolving Fund. The CIP is modified on an annual basis
to reflect updated assumptions regarding future growth within the District’s service area.

Reserve Policy

The District adopted a reserve policy, which states the purpose, source, and funding limits for each of its
designated reserves within its four main funds: operating, construction, debt service, and trust. The
reserves are essential for maintaining liquidity in the marketplace, which enables the District to access the
lowest cost-of-capital borrowing opportunities.

Administrative Code and Investment Policy

In 2013, the Board of Directors adopted an Administrative Code, which incorporates various policies and
administrative duties. The District previously adopted an Investment Policy, which was incorporated into
the Administrative Code. The District invests its funds in instruments permitted by California Government
Code Sections 53601, et seq., and in accordance with its Investment Policy. The investment objectives of
the District are to first preserve capital, followed by maintaining liquidity, and finally, maximizing the rate
of return without compromising the first two objectives.




Debt Administration

The District actively manages its debt portfolio, and seeks
to minimize its total debt costs. This goal is achieved by
issuing both fixed and variable rate debt to fund its capital
projects. The District has primarily issued certificates of
participation (COPs), revenue bonds (Bonds), and has
borrowed from state revolving fund (SRF) loans to fund its
CIP. As of June 30, 2016, the District’s total COPs, Bonds,
and SRF loans outstanding, was $911 million, of which 62
percent were fixed interest rate and 28 percent were
variable interest rate, with a weighted average cost of
funds of 1.85 percent.

During Fiscal Year 2016, the District refunded over $200
million in parity-lien certificates of participation and SRF
loans with subordinate refunding revenue bonds. The

Long Term Debt

(As of June 30, 2016)
m Fixed $255
million
m Variable (28%)
Rate

$656
million
(72%)

Total = $911 million
Excludes GO Bonds
and SRF Advances

sales of fixed-rate refunding bonds generated nearly $10
million in net present value savings on the 2006A COP.

The District’s long-term parity debt is rated AAA, Aa2, AA+ and the subordinate bonds are rated AA+,
Aa3, AA by Fitch Ratings, Moody’s Investors Service, Inc. and Standard & Poor’s Rating Services,
respectively.

Major Initiatives

The District is driven by standards to provide safe, reliable, economical and environmentally friendly
services. These standards and services include highly reliable water, recycled water and waste water
service, protection of public and environmental health, superior customer and community service, sound
planning and appropriate investment, efficiency and fiscal responsibility, exemplary employer and
effective communication and accountability.

Highly Reliable Water, Recycled Water and Wastewater Service

To achieve safe, reliable and cost effective collection and treatment of wastewater and beneficial use of
biosolids and a water supply portfolio that achieves an optimum balance of water resources, the District
identified and invests in the following initiatives:

Groundwater Program

Future growth within the District’s service area will increase demands for sustainable local water supplies.
The District is implementing plans to increase local groundwater yields by identifying useable
groundwater that is currently underutilized, determining geohydrological and water quality parameters,
and developing integrated groundwater management strategies and the facilities necessary for optimal
use.

e Groundwater Management — As part of the Integrated Recharge and Recovery Program, the
District implemented a cooperative groundwater management plan for the Hemet and San
Jacinto basins. The plan will help to increase the District’s ability to sustain local groundwater




production and provide for the protection and enhancement of the water quality of the basins. In
support of this plan, the District completed construction and replacement of various facilities,
including pipelines, booster stations, wells, pumps, and recharge ponds.

e Brackish Groundwater Desalination — The District has constructed two desalters with a combined
annual capacity of 9,600-acre feet. A third desalter is in the final design phase and will expand
the desalination program capacity to 15,000-acre feet per year. In addition, the District is
conducting research and investigating the feasibility of reducing waste brine volume to increase
potable water recovery at its desalination plants, as well as reduce brine disposal costs.

e Recycled Water — The District has identified recycled water as a separate product line with a
strategic objective to utilize one hundred (100) percent of treated effluent water from its
wastewater reclamation plants.  System infrastructure was expanded with the addition of
recycled water storage tanks, ponds, pumps booster stations and pipelines.

Temecula Wine Country Pipeline Sewer Project

The District’s Wine Country Phase | sewer project was completed in
September 2015. This project included the installation of nearly ten
miles of sewer lines in the area to improve groundwater quality by
removing the need for septic systems at the wineries and eliminating
groundwater contamination resulting from excess capacity in septic
systems. With the completion of this project, Riverside County can
move forward with its plan to promote the development of
Temecula’s Wine Country as a tourist destination.

Old Town Temecula Sewer Project

In May 2016, the District completed a $15 million sewer project which
added a new parallel sewer system in Old Town Temecula. This new
sewer line increases the capacity to accommodate the demands
created by the recent and continued growth in the area with the
addition of restaurants, shops and residential units.

Temecula Valley Regional Water Reclamation Facility

In 2016, the District’s Temecula Valley Regional Water Reclamation Facility (TVRWRF), located in the
central commercial area of Temecula, began a 5 million gallons per day (MGD) wastewater treatment
capacity expansion project, bringing the total capacity to 23 MGD once completed in 2020. This increased
capacity is needed to accommodate projected growth in the region. The facility’s expansion will include
new primary, secondary, tertiary, solids handling and effluent pumping facilities and storage.

San Jacinto Valley Regional Water Reclamation Facility

In 2015, the District completed a $157 million expansion project for its San Jacinto Valley Regional Water
Reclamation Facility, increasing its maximum capacity to 14 million gallons per day. This increased
capacity will accommodate anticipated growth in the area’s population and development and is designed
to meet more stringent state regulations for the treatment of wastewater and the production of recycled




water. The facility currently treats 7 million gallons per day. The new portion of the plant allows the
District to receive wastewater from throughout the San Jacinto Valley and transform it to a tertiary level
recycled water which is delivered to the region for non-potable reuse including water for irrigation of
crops, golf courses, school fields, parks and landscape medians.

Sound Planning and Appropriate Investment

To deliver the highest quality products and services in a cost-effective manner by leveraging work force,
technology, and business resources and implementing industry leading processes and practices.

Solar Photovoltaic Renewable Energy

The District’s goal is to cost effectively implement local renewable energy projects with sufficient
generation to meet the District’s entire net energy demands while minimizing the District’s carbon
footprint.

In March 2015, the District’s 500 Kilowatt solar renewable energy facility at its Perris headquarters was
completed. This facility produces clean, renewable energy in-line with the District's efforts to utilize
innovative, non-traditional, revenue-generating concepts to reduce costs and pass on the savings to its
customers. When combined with on-site microturbines, the District’s headquarter is net energy neutral.

In May 2016, the District completed solar power generation systems at five facilities, an investment that
is anticipated to save customers more than $1.0 million annually. The five solar generation systems will
each produce 1,000 kilowatts of power to be used on-site and adjacent supporting infrastructure. The
solar generation systems were constructed at regional water reclamation facilities in Perris, Moreno
Valley, Temecula, San Jacinto and Sun City to provide energy to power the reclamation process. The Sun
City system will provide power to the District’s groundwater desalination facilities. Each facility will have
an average of 30 percent of its energy usage provided through the solar facilities.




Projected 20-year savings in energy costs avoided is $37.7 million. The District anticipates receiving $6.1
million in incentives from the California Solar Initiative based on kilowatt hours produced in the first five
years of the project.

Other energy investments include biogas fuel cells at reclamation facilities, lighting retrofits, the ability to
switch between gas and electric pumps at many facilities based on hourly tariffs, and the use of local
resources including recycled water.

Superior Customer and Community Service

The District is committed to consistently meet or exceed expectations in all facets of its service through
customer awareness, service and customer service technology.

New Strategic Communications Plan and Logo

In March 2016, the District launched a comprehensive
strategic communications plan designed to better deliver
information to customers. This launch also included the
unveiling of a new logo which will improve the District’s
visibility within the community and enhance customer and
employee safety.

This initiative is a result of a customer survey resulting in requests for enhanced information on water
usage, wastewater and recycled water services through the use of modernized modes of communication.
More than sixty-percent of customers surveyed indicated that they wished to receive more
communications and service options from the District. In response, the District is focusing on a variety of
multi-platform communication initiatives, including improved online bill pay functionality, mobile phone
integration and increased amount and type of business that can be conducted online.

The District’s new logo, with its name more clearly defined, will allow District employees, vehicles and
service equipment to be more readily identifiable. This enhances safety, security and accountability by
ensuring that customers recognize District staff as their service providers.

Efficiency and Fiscal Responsibility

To District continues to focus its efforts in areas that will ensure financial stability and demonstrate
responsible stewardship of public funds.

Other Post-Employment Benefits

The District established a funding policy to fund its retiree health program through the California
Employers’ Retiree Benefit Trust (CERBT) and started funding in fiscal year 2013 with a goal to achieve full
funding by fiscal year 2034. The District began funding future costs in July 2012 and July 2013 with initial
$2.5 and $2.7 million deposits to CERBT. During FY2013-2014, the District implemented a new tier of
OPEB benefits for future hires that will dramatically improve the plan funding and viability over the long
term. In addition, the District adopted funding policy principles that direct how the OPEB Trust will be
funded over time, in accordance with sound funding principles. Commencing in FY2015, the District made
its full actuarially-determined contribution and intends to continue to do so until its OPEB obligations are




fully funded. This was substantially sooner than anticipated when the OPEB funding policy principles were
adopted by the Board of Directors.

Debt Portfolio Optimization Project

The District implemented a debt portfolio optimization project which resulted in the restructuring and
refunding of several series of bonds. These financings resulted in the reduction of annual debt service by
S3 to $12 million per year between 2015 through 2024, released approximately S50 million in reserve
funds to fund capital projects and additional flexibility to fund future projects with the new working lien
(subordinate lien).

Accounting Systems

The Finance Department is responsible for providing the financial services for the District, including
financial accounting and reporting, payroll and accounts payable, custody and investment of funds, billing
and collection of water and wastewater charges, taxes, and other revenues. The District’s books and
records are maintained on an enterprise basis, as it is the intent of the Board to manage the District’s
operations as a business, thus matching the revenues against the costs of providing the services. Revenues
and expenses are recorded on the accrual basis in the period in which the revenue is earned and the
expenses are incurred.

Internal Controls

The District’s management is responsible for establishing and maintaining a system of internal controls
designed to safeguard the District’s assets from loss, theft, or misuse and to ensure that adequate
accounting data is compiled to allow for the preparation of financial statements in accordance with GAAP.
Management follows the concept of reasonable assurance in recognizing that the cost of a control should
not exceed the benefits likely to be derived and that the valuation of costs and benefits requires estimates
and judgments. The most recent audits have not uncovered any weaknesses in internal control that would
cause concern. However, recommendations for improvement are always welcome and are implemented
where feasible.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the Eastern Municipal Water District
for its comprehensive annual financial report for the fiscal year ended June 30, 2015. This was the twelfth
consecutive year that the District has received this prestigious award. To be awarded a Certificate of
Achievement, the District 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 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.




The preparation of this report would not have been possible without the skill, effort, and dedication of
the entire staff of the Finance department. We wish to thank all departments for their assistance in
providing the data necessary to prepare this report. We would also like to thank the Board of Directors
for their unfailing support for maintaining the highest standards of professionalism in the management of
the District’s finances.

Respectfully submitted,

Yttty

Paul D. Jones I, P.E. Deborah S. Cherney, CPA
General Manager Deputy General Manager
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Current Term
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Vice President David J. Slawson 1/1995 2015 - 2019
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CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

Board of Directors
Eastern Municipal Water District
Perris, California

Independent Auditor’s Report

Report on the Financial Statements

We have audited the accompanying financial statements of the Eastern Municipal Water District
(the District) as of and for the year ended June 30, 2016, and the related notes to the financial
statements, which collectively comprise the District’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.

Auditor’'s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. 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 auditor's
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 auditor
considers internal control relevant to the entity’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
entity’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 opinions.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the District as of June 30, 2016, and the respective changes
in financial position and cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Prior-Year Comparative Information

We have previously audited the District's for the 2015 financial statements, and we expressed
an unmodified opinion on those audited financial statements in our report dated November 23,
2015. 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.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, Schedule of Changes in Net Pension Liability and
Related Ratios During the Measurement Period, Schedule of Pension Plan Contributions, and
the Schedule of OPEB Funding Progress be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management'’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District's basic financial statements. The introductory section and the
statistical section are presented for purposes of additional analysis and are not a required part
of the basic financial statements. Such information has not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we do not
express an opinion or provide any assurance on it.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 3, 2016 on our consideration of the District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District’s internal control over financial reporting and compliance.

L %n L

Irvine California
November 3, 2016
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Management’s Discussion and Analysis

On behalf of the Eastern Municipal Water District (the “District”), we are pleased to offer the following
narrative overview and analysis of the financial activities of the District for the fiscal year ended June 30,
2016. We encourage all readers of the District’s financial statements to consider the financial information
presented in this section in conjunction with the accompanying financial statements, notes, analyses, and
additional information furnished in our letter of transmittal at the opening of this report.

Financial Highlights

e Total assets and deferred outflow of resources of the District exceeded it liabilities and deferred
inflow of resources at the close of fiscal year 2016 by $1.5 billion (net position), an increase of
$42.8 million from fiscal year 2015. This increase is primarily due to an increase in operating
revenues of $5.5 million, an increase in non-operating revenues of $33.6 million and a combined
decrease of $5.0 million in operating and non-operating expenses.

e Total assets of the District are $2.8 billion, an increase of $17.8 million or .7% from the prior fiscal
year mostly due to increases of $112.9 million in capital improvements and $25.2 million in
construction in progress.

e Total liabilities of the District are $1.2 billion, a decrease of $14.3 million from the prior fiscal year
due to an overall decrease in long-term debt and construction advances of $23.6 million.

e The District’s deferred inflows of resources decreased $10.7 million or 56.9% in fiscal year 2016
reflecting a decrease of $10.5 million or 56.5% in deferred actuarial inflow of resources related to

pensions.

Overview of the Financial Statements

The District’s basic financial statements include a statement of net position, statement of revenues,
expenses and changes in net position, and a statement of cash flows and notes to the basic financial
statements. This report also includes other supplementary information in addition to the basic financial
statements.

e Statement of Net Position: This statement presents information on all of the District’s assets and
liabilities, and deferred outflows/inflows of resources, with the difference reported as net
position. Increases or decreases in net position may serve as a useful indicator of whether the
financial position of the District is improving or deteriorating.

e Statement of Revenue, Expenses and Changes in Net Position: This statement presents
information the current fiscal year’s revenue and expense. All changes in net position are reported
as soon as the underlying event giving rise to the change occurs, regardless of the timing of the
related cash flows. Thus, revenues and expenses are reported in this statement for some items
that will result in cash flows in future fiscal years.

e Statement of Cash Flows: This statement provides relevant information about the District’s cash
receipts and cash payments segregated among operating, capital and related financing, and
investing activities.




Management'’s Discussion and Analysis (continued)

e Notes to the Basic Financial Statements: These notes provide a description of the accounting
policies used to prepare the financial statements and present material disclosures required by
generally accepted accounting principles that are not otherwise present in the financial
statements.

Financial Analysis

Our analysis focuses on the net position (Table 1) and changes in net position (Table 2) of the District’s
total activity.

Table 1, Net Position

STATEMENT OF NET POSITION
FOR THE FISCAL YEARS ENDED JUNE 30, 2016 and 2015

Increase (Decrease)

2016 2015 Amount % Change
ASSETS
Current assets S 233,954,903 S 231,991,819 S 1,963,084 0.8%
Restricted assets 278,497,660 282,420,596 (3,922,936) -1.4%
Net capital assets 2,238,812,592 2,219,050,790 19,761,802 0.9%
Total Assets S 2,751,265,155 S 2,733,463,205 S 17,801,950 0.7%
Total Deferred Outflows
of Resources S 26,496,525 S 26,440,989 S 55,536 0.2%
LIABILITIES
Current liabilities S 78,319,621 S 81,530,465 S (3,210,844) -3.9%
Other liabilities 186,616,640 322,507,418 (135,890,778) -42.1%
Long-term debt outstanding 984,227,736 859,424,428 124,803,308 14.5%
Total Liabilities $ 1,249,163,997 S 1,263,462,311 S (14,298,314) -1.1%
Total Deferred Inflows
of Resources S 8,082,538 S 18,771,015 S (10,688,477) -56.9%
NET POSITION
Net investmentin
capital assets S 1,403,875,420 S 1,370,476,337 S 33,399,083 2.4%
Restricted 118,614,586 115,037,221 3,577,365 3.1%
Unrestricted (1,974,861) (7,842,690) 5,867,829 -74.8%
Total Net Position $ 1,520,515,145 S 1,477,670,868 S 42,844,277 2.9%

Ratio of Liabilities to Assets and
Deferred Outflows of Resources 45% 46%




Management’s Discussion and Analysis (continued)

Comparing net position over time may serve as a useful indicator of a district’s financial position. As
shown on Table 1, The District’s statement of net position includes assets, deferred outflows of resources,
liabilities, and deferred inflows of resources. Assets and deferred outflows of resources exceeded
liabilities and deferred inflows of resources by $1.5 billion (net position) at the close of fiscal year 2016
representing an increase of $42.8 million or 2.9% from fiscal year 2015. This increase is due to increases
in operating revenues of $5.5 million and non-operating revenues of $33.6 million and a combined
decrease of $5.0 million in operating and non-operating expenses.

The ratio of liabilities to assets and deferred outflows of resources increased 1% in fiscal year 2016. This
ratio indicates the degree to which the District’s assets are financed through borrowing and other
obligations.

The District’s total assets increased by $17.8 million or .7% as a result of a $19.8 million increase in net
capital assets. This increase includes the addition of $113.0 million of operating assets added to the
system and $11.2 million of land, equipment and general facilities offset by a decrease of $25.2 million in
construction in progress and additional accumulated depreciation of $79.2 million.

The District’s total liabilities decreased by $14.3 million or 1.1% reflecting a $23.2 million decrease in long-
term debt outstanding offset by an increase of $9.0 million in net pension liability. The decrease in long-
term debt outstanding is a combined result of $17.4 million scheduled debt principal payments made
during the fiscal year and the issuance of $209.2 million, 2016A refunding revenue bonds in April 2016
which provided funds to prepay the outstanding 2006A certificates of participation, certain State
Revolving Fund loans and construction advances (discussed in Note 4 to the basic financial statements).
The $9.0 million increase in net pension liability reflects the difference between total pension liability of
$366.2 million and the plan fiduciary net position at the end of fiscal year 2016, $270 million.

The District’s deferred inflows of resources decreased $10.7 million or 56.9% in fiscal year 2016 reflecting
a decrease of $10.5 million or 56.5% in deferred actuarial inflow of resources related to pensions. This
includes a $5.4 million decrease due to changes in actuarial assumptions (discount rate from 7.5% in fiscal
year 2015 to 7.65% in fiscal year 2016) and a $2.5 million decrease reflecting the difference between
projected and actual earnings on pension plan investments.

The District’s total net position increased by $42.8 million or 2.9% in fiscal year 2016 due to increases in
the other net position categories consisting of net investment in capital assets which increased by $33.4
million, net position restricted for debt covenants which increased by $5.7 million, unrestricted net
position which increased by $5.9 million offset by a decrease in net position restricted for construction of
$2.1 million. The increase in net investment in capital assets is due to the completion of several major
construction projects capitalized in fiscal year 2016 increasing the net capital assets total by $19.8 million
and the decrease in long term debt of $23.2 million due to the issuance of the 2016A refunding revenue
bonds to refund the 2006A COP and outstanding State Revolving Fund loans and construction advances
for the Sun City, San Jacinto, and Temecula projects which resulted in $15 million in total net present value
savings on the 2006A COP.




Management’s Discussion and Analysis (continued)

Table 2, Changes in Net Position

REVENUES
Operating revenues
Non-operating revenues
Total Revenues
EXPENSES
Operating expenses
Non-operating expenses

Total Expenses

Increase (Decrease) in
Net Position before Transfers

Capital contributions

Change in Net Position

Net Position - Beginning of Year

Effect of adoption of GASB 68

Net Position - End of Year

CHANGES IN NET POSITION
FOR THE FISCAL YEARS ENDED JUNE 30, 2016 and 2015

Increase (Decrease)

2016 2015 Amount % Change
$ 206,291,091 S 200,808,420 S 5,482,671 2.7%
111,747,507 78,102,583 33,644,924 43.1%
318,038,598 278,911,003 39,127,595 14.0%
276,768,470 279,653,042 (2,884,572) -1.0%
36,071,890 28,110,148 7,961,742 28.3%
312,840,360 307,763,190 5,077,170 1.6%
5,198,238 (28,852,187) 34,050,425 -118.0%
37,646,039 59,211,012 (21,564,973) -36.4%
42,844,277 30,358,825 12,485,452 41.1%
1,477,670,868 1,550,571,926 (72,901,058) -4.7%
- (103,259,883) 103,259,883 100.0%
$ 1,520,515,145 S 1,477,670,868 S 42,844,277 2.9%




Management’s Discussion and Analysis (continued)

Changes in Financial Performance of the District

The District’s statement of revenue, expenses, and changes in net position reports the results of its
operations for the fiscal year ended June 30, 2016. A summary of the changes in net position for the fiscal
years ended June 30, 2016 and June 30, 2015 is reported on Table 2 of the previous page.

Revenues

The District’s operating revenues include water sales, Revenue Sources (Operating and Non-Operating)
sewer service charge and recycled water sales. oternon

Operating

Operating revenues, which were $5.5 million or 2.7% Pvaias
higher in fiscal year 2016 compared to fiscal year 2015,
reflects a $10.0 million increase in sewer service

charge revenue offset by a decrease of $4.8 million in
water sales revenue. The $10.0 million increase in
sewer revenue is due to a combination of increases in
new sewer connections and increased sewer capital
fixed charge and rate increases approved by the Board
effective July 1, 2015. The $4.8 million decrease in
water sales revenue reflects an 11,643 acre feet decrease in water volumes sold as a result of water
conservation efforts related to drought conditions partially offset by rate increases effective January 1,
2016.

Non-operating revenues, which include property taxes, water and sewer connection fees and other
revenues were $33.6 million or 43.1% higher in fiscal year 2016 compared to fiscal year 2015. Water and
sewer connection fees increased by $17.4 million due to new connections, which were 68% higher, in
addition to a rate increase effective January 1, 2016.

Expenses

The District’s operating expenses include the Functional Expenses (Operating and Non-Operating)
cost of purchased water, water service operating ., cier s

cost, sewer service operating cost, recycled Festemriovment

water operating cost, general and administrative

cost, depreciation cost and other employment
benefit cost. Total operating expenses were
$2.9 million or 1% lower in fiscal year 2016
compared to fiscal year 2015 mainly due to an
$8.7 million or 14.7% decrease in the cost of
purchased water. This cost, which is 18.2% of
total operating expenses and 44.8% of total
water sales, was lower due to the decreased

Interest Expense
.f%l

demand for water which resulted in the purchase of 8,105 acre feet less treated and untreated water in
fiscal year 2016. Depreciation expense was $6.5 million or 7.3% higher than prior year’s expense due to
the addition of $118.2 million of depreciable assets in fiscal year 2016.




Management’s Discussion and Analysis (continued)

Capital Contributions

Capital contributions revenue was $21.6 million or 36.4% lower in fiscal year 2016 compared to fiscal year
2015 due a decrease of $22.3 million or 39% in developer contributions.

Capital Assets

The District reported net capital assets of $2,238.8 million in fiscal year 2016 compared to $2,219.0 million
in fiscal year 2015. A comparison of changes in capital assets is provided in Table 3 below.

Table 3, Capital Assets

Capital Assets
For the Fiscal Years Ended June 30, 2016 and 2015

Increase/(Decrease)

2016 2015 Amount % Change

Land S 56,160,972 S 50,138,199 S 6,022,773 12.0%
Tunnel Water Seepage Agreement 1,750,900 1,750,900 - 0.0%
Water capacity rights 30,074,350 30,074,350 - 0.0%
Water plant, lines and equipment 1,148,804,466 1,114,327,333 34,477,133 3.1%
Sewer plant, lines and equipment 1,872,527,632 1,794,063,993 78,463,639 4.4%
Equipment and general facilities 134,118,749 128,875,812 5,242,937 4.1%
Construction in progress 93,124,927 118,345,825 (25,220,898) -21.3%
Total capital assets 3,336,561,996 3,237,576,412 98,985,584 3.1%
Less accumulated depreciation (1,097,749,404) (1,018,525,622) (79,223,782) 7.8%
Net capital assets $ 2,238812,592 S 2,219,050,790 S 19,761,802 0.9%

Significant additions resulted from the completion and capitalization of $112.0 million in construction in
progress. Other additions to capital assets include $34.8 million in contributed capital from developers.
Most of the contributed assets were water and sewer line additions related to development in the area.

The three largest District projects that were capitalized in fiscal year 2016 include $18.6 million of the
Phase 2A Solar Photovoltaic Renewable Energy Initiative, $15.2 million of the Temecula Old Town Sewer
Improvements and $5.5 million of the Longview 5.6 million gallon (MG) tank.

The Phase 2A Solar Photovoltaic Renewable Energy Initiative project constructed elevated pads along with
the design and construction of solar system at Moreno Valley, Sun City, Perris Valley, and San Jacinto
Valley Regional Water Reclamation Facilities (RWRF). The District expects to receive approximately $5.3
million in incentives from California Solar Incentives. The project, which offsets the energy usage
previously provided at each facility by a third party provider, was substantially complete as of May 19,
2016 with final work to be completed in 2016. It is anticipated that this local, sustainable power system
will produce nearly 20% of the District’s electricity demand.

The Temecula Old Town Sewer Improvements project includes the design and construction of
approximately 3,000 linear feet of a 15-inch diameter relief sewer. This project, which will improve the
overall sewer system capacity in the Temecula Old Town area, was substantially complete as of April 29,
2016 and final work was completed on May 16, 2016.




Management'’s Discussion and Analysis (continued)

The Longview 5.6 million gallon (MG) tank project includes the design and construction of a potable water
storage tank. This project was substantially complete as of June 30, 2016 with final work to be completed
in 2016.

The District had $78.7 million in construction contract commitments as of June 30, 2016 (refer to Note 10
of the financial statements for further information regarding these commitments).

During the year, additions to construction in progress totaled approximately $86.9 million. Some of the
major projects currently underway and where expenditures in fiscal year 2016 exceeded $2.0 million
include:

Millions
* Fifty-eight water and sewer projects between $100,000 - $500,000 S 134
e Remaining water and sewer projects with expenses less than $100,000 11.0
e Seven water and sewer projects between $1,000,000 - $2,000,000 10.6
¢ Solar Photovoltaic Renewable Energy Initiative Phase 2A 8.2
e Temecula Old Town Sewer Improvements 8.0
* San Jacinto Valley RWRF Expansion to 14 MGD 6.7
* North Trumble Road and Perris Valley RWRF Case Road Recycled Storage Ponds, No. 1 5.4
e Temecula Valley RWRF 23 MGD Expansion 4.6
e Seven water and sewer projects between $500,000 - $1,000,000 4.3
¢ AC/OMC Public Access Areas Renovation Project 3.0
¢ Solar Photovoltaic Renewable Energy Initiative Phase 2B 2.7
* Well 38 Drilling (Well 28 replacement) 2.5
¢ Brackish Water Well 93 Equipping 2.3
e Wine Country Phase | - Armada Place Lift Station 2.2
¢ Salt Creek Regional Sewer Improvements 2.0

S 86.9

Long-Term Liabilities

Long-term liabilities consist of debt and other liabilities. Long-term debt includes advances for
construction, notes and assessments, revenue bonds, certificates of participation (COPs), general
obligation (GO) bonds and unamortized deferred amounts for premiums/discounts relating to debt
issuances. Other long-term liabilities include state revolving fund (SRF) loans, construction advances,
advances from developers, other accrued expenses, compensated absences, net other postemployment
benefits obligation and the fair value of swap contracts.

The District had a total of $1,170.8 million of outstanding debt and other noncurrent liabilities at June 30,
2016, a net decrease of $11.1 million or .9% from the prior year. Total debt increased $116.0 million to
$996.7 million due to the issuance of the 2016A Revenue Bonds. To reduce debt service costs, the District
refunded the 2006A COP with the 2016A Revenue Bonds. Proceeds of this bond issue also paid off certain
State Revolving Fund loans and an outstanding $140.5 million of State Revolving Fund construction
advance (refer to Note 4 of the financial statements for more detail). The amount of debt and
amortizations due within one year total $18.9 million.




Management'’s Discussion and Analysis (continued)

Other long-term liabilities increased $9.7 million mainly due to the $9.0 million increase in net pension
liability which reflects the difference between total pension liability of $366.2 million and the plan
fiduciary net position at the end of fiscal year 2016, $270 million.

The District’s parity COP and Revenue Bond debt has been assigned an AAA, Aa2 and AA+ rating and the
subordinate Refunding Revenue Bonds and Revenue Bonds have been assigned ratings of AA+, Aa3, and
AA from Fitch Ratings, Moody’s Investors Service, Inc., and Standard & Poor’s Rating Services, respectively.
More detailed information about the District’s long-term debt and other noncurrent liabilities is presented
in Note 4 to the financial statements.

Contacting the District’s Financial Management

This financial report is designed to provide Eastern Municipal Water District’s elected officials, citizens,
customers, investors and creditors with a general overview of the District’s finances and to demonstrate
the District’s accountability of the money it receives. If you have any questions regarding any of the
information provided in this report or need additional financial information, please contact the District’s
Finance Department at 2270 Trumble Road, P.O. Box 8300, Perris, CA 92572-8300. General information
relating to the District can be found on its website http://www.emwd.org.
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EASTERN MUNICIPAL WATER DISTRICT
STATEMENT OF NET POSITION

JUNE 30, 2016

(with prior year data for comparison purposes only)

Assets:
Current assets:
Cash and investments

Utility accounts receivable, net of allowance

Property taxes receivable
Accrued interest receivable
Other receivables
Prepaid expenses
Materials and supplies inventory
Water inventory
Grants receivable

Total current assets

Noncurrent assets:
Restricted assets:

Debt service covenants cash and investments

Property taxes receivable
Soboba reimbursement receivable

Construction cash and investments

Notes receivable
Total restricted assets
Capital assets:
Land

Tunnel water seepage agreement

Structures, improvements and water rights

Equipment and general facilities
Construction in progress
Total capital assets
Less accumulated depreciation
Total net capital assets
Total noncurrent assets
Total assets

Deferred outflows of resources:

Accumulated decrease in fair value of swap contracts

Deferred outflows - pension contributions

Deferred charges on debt refundings
Total deferred outflow of resources

I |
JUNE 30

2016 2015
175,841,205 180,865,999
26,457,291 23,346,319
12,161,501 12,072,798
996,089 1,002,052
5,980,706 4,948,563
4,446,067 3,187,899
3,631,231 3,264,481
2,602,072 2,532,821
1,838,741 770,887
233,954,903 231,991,819
99,120,043 101,974,320
1,530,827 1,284,134
12,998,778 12,998,778
164,582,603 165,982,447
265,409 180,917
278,497,660 282,420,596
56,160,972 50,138,199
1,750,900 1,750,900
3,051,406,448 2,938,465,676
134,118,749 128,875,812
93,124,927 118,345,825
3,336,561,996 3,237,576,412
(1,097,749,404) (1,018,525,622)
2,238,812,592 2,219,050,790
2,517,310,252 2,501,471,386
2,751,265,155 2,733,463,205
1,471,875 -
8,782,080 8,160,464
16,242,570 18,280,525
26,496,525 26,440,989

The accompanying notes are an integral part of these financial statements.




EASTERN MUNICIPAL WATER DISTRICT
STATEMENT OF NET POSITION
JUNE 30, 2016
(with prior year data for comparison purposes only)

JUNE 30
2016 2015
Liabilities:
Current liabilities:
Accounts payable 24,118,347 25,451,048
Accrued salaries and benefits 2,329,084 3,376,404
Customer deposits 8,852,801 8,011,610
Compensated absences 8,039,211 7,690,507
Accrued interest payable 9,451,267 8,582,690
Other payables 2,763,161 3,276,890
Advances for construction, notes and assessments 2,937,873 6,434,899
Revenue bonds 14,764,632 9,336,283
Certificates of participation 140,399 4,528,785
General obligation bonds 1,015,393 975,393
Advances from developers 1,831,406 1,570,498
Capital lease payable 10,970 14,458
Unearned revenue 175,800 175,800
Other accrued expenses payable 1,889,277 2,105,200
Total Current Liabilities 78,319,621 81,530,465
Noncurrent liabilities:
Compensated absences 6,393,301 6,320,819
Advances for construction, notes and assessments 87,849,361 112,917,460
Revenue bonds 648,817,910 411,071,428
Certificates of participation 207,248,872 300,487,521
General obligation bonds 33,905,509 34,920,903
State revolving fund construction advances 1,360,338 140,525,331
Advances from developers 16,087,549 16,889,638
Capital lease payable 12,782 27,116
Other accrued expenses payable 5,645,832 5,617,870
Net other postemployment benefits obligation 51,636,947 51,927,505
Net pension liability 96,207,666 87,209,140
Fair value of swap contracts 15,678,309 14,017,115
Total Noncurrent liabilities 1,170,844,376 1,181,931,846
Total liabilities 1,249,163,997 1,263,462,311
Deferred inflows of resources:
Accumulated decrease in fair value of swap contracts - 189,319
Deferred inflows actuarial 8,082,538 18,581,696
Total deferred inflows of resources 8,082,538 18,771,015
Net position:
Net investment in capital assets 1,403,875,420 1,370,476,337
Restricted for debt service covenants 80,348,698 74,689,785
Restricted for construction 38,265,888 40,347,436
Unrestricted (1,974,861) (7,842,690)

Total Net Position

$ 1,520,515,145

1,477,670,868

The accompanying notes are an integral part of these financial statements.




EASTERN MUNICIPAL WATER DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2016

(with prior year data for comparison purposes only)

Operating revenues:
Water sales - domestic
Water sales - irrigation
Sewer service charge
Recycled water sales
Total operating revenues
Operating expenses:
Purchased water
Water operations
Sewer operations
Recycled water operations
General and administrative
Depreciation and amortization
Net other postemployment benefits
Total operating expenses
Operating income (loss)
Nonoperating revenues (expenses):
Property taxes - general levy
Property taxes - general bond levy
Availability (standby) assessments
Water and sewer connection fees
Interest - operations and restricted funds
Net increase (decrease) in fair value of investments
Net increase (decrease) upon hedge termination
Interest - general obligation bond funds
Grant revenues
Other revenues
Gain (loss) on disposal of capital assets
Interest - certificates of participation and revenue bonds
Interest - general obligation bonds
Interest - other
General obligation fund service fees
Other expenses
Total nonoperating revenues (expenses)
Income (loss) before contributions

Capital contributions:
Developer contributions
Capital grants
Other capital contributions

Total capital contributions

Change in net position
Total net position - Beginning of year

Effect of adoption of GASB 68
Total net position - End of Year

JUNE 30
2016 2015
107,319,708 $ 113,859,511
5,137,718 3,435,641
87,184,856 77,120,505
6,648,809 6,392,763
206,291,091 200,808,420
50,334,462 59,040,009
43,582,087 45,691,510
42,095,206 42,743,947
6,287,916 6,101,759
29,687,364 28,677,026
95,302,858 88,830,791
9,478,577 8,568,000
276,768,470 279,653,042
(70,477,379) (78,844,622)
32,271,305 30,843,713
4,605,485 3,256,867
5,784,242 5,735,466
45,715,784 28,307,625
3,405,039 3,092,643
1,607,359 (226,469)
- (5,504,869)
44,559 45,068
- 1,717,926
18,313,734 10,834,613
(5,675,444) (1,734,798)
(17,416,679) (14,861,357)
(1,750,298) (1,792,037)
(1,383,723) (1,451,147)
(47,422) (49,317)
(9,798,324) (8,221,492)
75,675,617 49,992,435
5,198,238 (28,852,187)
34,802,124 57,086,793
2,823,624 2,112,456
20,291 11,763
37,646,039 59,211,012
42,844,277 30,358,825
1,477,670,868 1,550,571,926

(103,259,883)

$ 1,520,515,145

$

1,477,670,868

The accompanying notes are an integral part of these financial statements.




EASTERN MUNICIPAL WATER DISTRICT
Statement of Cash Flows
For the Fiscal Year Ended June 30, 2016
(with prior year data for comparison purposes only)

June 30
Cash flows from operating activities 2016 2015
Receipts from customers $ 205,000,210 S 208,502,289
Receipts from availability (standby) assessments 5,846,619 5,974,527
Other receipts 18,313,734 11,010,413
Payments for water (50,428,849) (59,507,971)
Payments to employee for services (86,519,225) (82,038,728)
Payments to suppliers for goods and services (49,322,014) (53,861,384)
Payments for energy and utilities (13,793,022) (16,169,325)
Net cash (used for) provided by operating activities 29,097,453 13,909,821
Cash flows from noncapital financing activities
Proceeds from property taxes, general levy 32,120,225 30,702,597
Proceeds from operating grants - 2,131,438
Net cash (used for) provided by noncapital financing 32,120,225 32,834,035
Cash flows from capital and related financing activities
Acquisitions and construction of capital assets (81,757,041) (103,414,173)
Proceeds from sale of capital assets 384,123 550,776
Proceeds from long-term debt issuance 250,119,230 230,376,166
Proceeds from SRF construction advances 6,613,954 27,374,469
Repayment of notes, bonds and certificates of participations (280,450,169) (168,661,594)
Interest paid (21,715,206) (19,614,425)
Proceeds from property taxes, GO bond levy 4,358,792 3,512,148
Proceeds from water and sewer connection fees 45,715,784 28,307,625
Proceeds from developer advances 5,911,966 6,961,362
Repayments of developer advances (6,453,147) (12,221,240)
Proceeds from capital grants 1,712,200 4,843,739
Net cash (used for) capital and related financing activities (75,559,514) (1,985,147)
Cash flows from investing activities
Purchases of investments (87,161,110) (50,278,142)
Proceeds from sales and maturities of investments 132,069,303 69,665,325
Proceeds from earnings on investments 3,455,561 3,075,104
Net cash provided by investing activities 48,363,754 22,462,287
Total (decrease) increase in cash and cash equivalents 34,079,081 67,220,996
Cash and cash equivalents at beginning of year 224,495,777 157,274,781
Cash and cash equivalents at end of year $258,574,858 S 224,495,777

The accompanying notes are an integral part of these financial statements.




EASTERN MUNICIPAL WATER DISTRICT
Statement of Cash Flows
For the Fiscal Year Ended June 30, 2016
(with prior year data for comparison purposes only)

June 30

Reconciliation of loss from operations to net cash
provided by (used for) operating activities:

Loss form operations

Adjustments to reconcile loss from operations to net cash
provided by (used for) operating activities:

2016

2015

$ (70,477,379) $ (78,844,622)

Depreciation and amortization expense 95,302,858 88,830,791
Other revenues 14,319,943 8,574,068
(Increase) decrease in utility accounts receivable (3,110,972) 6,234,678
(Increase) decrease in other receivables (926,196) 390,385
(Increase) decrease in prepaid expenses (1,258,168) (186,237)
(Increase) decrease in materials and supplies inventory (366,750) (127,732)
(Increase) decrease in water inventory (69,251) (441,507)
(Increase) decrease in notes receivable (84,492) (152,701)
(Increase) decrease in accounts payable (1,332,701) (10,050,344)
(Increase) decrease in accrued expenses (1,749,010) 1,258,460
(Increase) decrease in customer deposits 841,191 (164,146)
(Increase) decrease in settlement payable - -

(Increase) decrease in compensated absences 421,186 600,590
(Increase) decrease in net other postemployment benefits obligation (290,558) (411,531)
(Increase) decrease in net pension liability 8,998,526 (12,021,563)
(Increase) decrease in deferred inflows 820,112 18,581,696
(Increase) decrease in deferred outflows (11,940,886) (8,160,464)

Net cash (used for) provided by operating activities

Reconciliation of cash and cash equivalent to statement of net
position:

$ 29,097,453 $ 13,909,821

Current cash and investments $175,841,205 $ 180,865,999
Restricted cash and investments:

Debt service/covenants 99,120,043 101,974,320
Construction 164,582,603 165,982,447
Total cash and investments 439,543,851 448,822,766
Less investments 180,968,993 224,326,989
Cash and cash equivalents $258,574,858 S 224,495,777

Noncash capital, financing, and investing activities
Capital asset contributions from developers

$ 34,802,124

S 57,086,793

Net increase (decrease) in fair value of investments 1,607,359 (226,469)
Termination of interest rate swap hedge effectiveness - (5,504,869)
Amortization of bond premiums, discounts, and loss on debt refundings 286,127 579,335

The accompanying notes are an integral part of these financial statements.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 Description of Reporting Entity and Summary of Significant Accounting Policies

Reporting Entity

The Eastern Municipal Water District (District) was formed in October 1950, under the California Water
Code for the primary purpose of importing Colorado River Water to augment local water supplies. In
1962, the District began providing wastewater treatment services to customers within its service area
and, as a consequence, has become actively involved in the production of recycled water (i.e., wastewater
which has been treated to a level acceptable for nondomestic purposes) and has been recognized as an
industry leader in the management of ground water basins and the related beneficial uses of recycled
water. The District’'s water and wastewater customers include retail customers (e.g., residential,
commercial and agricultural) located in both incorporated and unincorporated areas within the District’s
service area, as well as wholesale customers (e.g., municipalities and local water Districts) located within
its service area.

The District formed the Eastern Municipal Water District Facilities Corporation (Facilities Corporation) on
April 10, 1979, under the Non-Profit Public Benefit Corporation Law, State of California, for the purpose
of rendering financing assistance to the District by acquiring, constructing and operating or providing for
the operation of water and wastewater facilities, including water and wastewater transmission pipelines,
treatment plants and related facilities for the use, benefit and enjoyment of the public within the District’s
boundaries. The Facilities Corporation is a blended component unit of the District.

The District formed the Eastern Municipal Water District Financing Authority (Financing Authority) on April
1, 2015, under the Marks-Roos Local Bond Pooling Act of 1985, constituting Article 4, Chapter 5, Division
7, Title 1 of the California Government Code. The Financing Authority was formed to enable the District
to finance, refinance, or provide interim financing for the acquisition, construction, and operation of water
supplies, water and wastewater infrastructure, water rights, public facilities, other public capital
improvements, or other projects whenever there is significant public benefits. The Financing Authority is
a blended component unit of the District.

The District’s reporting entity includes the General District, the related improvement Districts located
within the service area of the General District, the Facilities Corporation and the Financing Authority.
Although the District, the Facilities Corporation and the Financing Authority are legally separate entities,
the District’s Board of Directors also serve as the Facilities Corporation and the Financing Authority’s
Board of Directors, and therefore, the accompanying financial statements include the accounts and
records of the Facilities Corporation and the Financing Authority as required by generally accepted
accounting principles using the blending method. There are no separate financial statements for the
Facilities Corporation and the Financing Authorities, they merely serve as the legal entity used by the
District to issue long-term debt. Accordingly, the Facilities Corporation and the Financing Authority have
no separate financial activity to be reported as separate funds of the District.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 Description of Reporting Entity and Summary of Significant Accounting Policies (cont’d)

Basis of Accounting and Measurement Focus

The District accounts for its operations on a fund basis. In governmental accounting, a fund is a fiscal and
accounting entity with a self-balancing set of accounts recording cash and other financial resources,
together with all related liabilities and residual equities or balances, and changes therein. Because the
activities of the District receive significant support from fees and charges, it uses a proprietary (enterprise)
fund. Enterprise fund accounting is designed to highlight the extent to which fees and charges are
sufficient to cover the cost of providing goods and services.

The District uses the economic resources measurement focus and the accrual basis of accounting.
Measurement focus determines what is measured in a set of financial statements and under the accrual
basis of accounting, revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows.

Implementation of Governmental Accounting Standards Board (GASB) Pronouncements

In February 2015, GASB issued Statement No. 72, Fair Value Measurement and Application. This
statement addresses accounting and financial reporting issues related to fair value measurements and
provides guidance for determining a fair value measurement for financial reporting purposes. It also
provides guidance for applying fair value to certain investments and disclosures related to all fair value
measurements. The provisions of this Statement are effective for financial statements for periods
beginning after June 15, 2015. The District implemented this Statement in the fiscal year ended June 30,
2016.

Cash and Investments

Investments are stated at their fair value, which represents the quoted or stated market value.
Investments that are not traded on a market, such as investments in external pools, are valued based on
the stated fair value as represented by the external pool. Guaranteed investment contracts are carried at
cost because they are not transferable and have terms that are not affected by changes in market interest
rates.

Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly-liquid investments (including
restricted assets) with a maturity of three months or less when purchased, to be cash equivalents.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 Description of Reporting Entity and Summary of Significant Accounting Policies (cont’d)

Classification of Revenues and Expenses

An enterprise fund distinguishes operating revenues and expenses from non-operating revenues and
expenses. Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with the District’s principal ongoing operations. The principal operating
revenues of the District are charges to customers for domestic, agricultural and irrigation, and recycled
water sales, and sewer service charges. Operating expenses for the District include the cost of sales and
services, administrative expenses, and depreciation of capital assets.

Non-operating revenues and expenses are those revenues and expenses generated that are not directly
associated with the normal business of supplying water and wastewater treatment services. Non-
operating revenues mainly consist of property taxes, availability (standby) assessments, investment
income, connection fees, and miscellaneous income. Capital contributions consist of facilities built by
developers and turned over to the District to operate and maintain; and federal, state and private grants
used to fund capital assets. Non-operating expenses mainly consist of debt service interest and debt-
related fees.

Capital Assets

Both purchased capital assets and self-constructed capital assets are recorded at acquisition cost. The
cost of self-constructed assets includes direct labor, material, contracted services, overhead and interest
on funds borrowed to finance construction. Contributed capital assets are recorded at acquisition value
at the time they are received. These assets consist primarily of distribution lines and connections
constructed and donated by developers. The District follows the capitalization thresholds shown below
for all purchased or constructed assets. The costs of normal maintenance and repairs that do not add to
the value of the asset or materially extend asset lives are not capitalized.

Amount Estimated
Asset Group (Minimum) Useful Life
Department tools and equipment; computer hardware and
software S 5,000 > than 3 years
Facilities plant and equipment 10,000 >than 5 years
Fleet vehicles 10,000 > than 3 years

Operations and maintenance improvement/replacement projects 10,000 >than 5 years




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 Description of Reporting Entity and Summary of Significant Accounting Policies (cont’d)

Capital assets of the District are depreciated using the straight-line method over the following estimated
useful lives:

Assets Years
Water source of supply and treatment 30-40
Water storage and distribution 20-40
Wastewater collection system and lift stations 35-100
Wastewater treatment plants 40-50
Recycled water storage and distribution 40-50
Capacity rights 40
Meters and service connections 20-25
Buildings and improvements 10-35
Office and general equipment 5-10
Automotive pool 5-15

Allowance for Doubtful Accounts

An allowance for doubtful accounts has been established for utility accounts receivables that are 60 or
more days delinquent at year-end. This allowance is netted against the receivable on the Statement of
Net Position and amounts to $324,530 at June 30, 2016.

Inventories

Material and supplies inventory consists primarily of materials used in the construction and maintenance
of utility plant and is valued at weighted average cost. Water inventory consists of native groundwater
and purchased water holdings in the Hemet-San Jacinto Basin. It is valued based upon purchase cost and
weighted average cost of consumption (refer to Note 10 to the basic financial statements for more
information regarding water inventory).

Restricted Assets

Amounts shown as restricted assets have been restricted by bond indenture, law, or contractual
obligations to be used for specified purposes, such as servicing bonded debt and construction of capital
assets.

Restricted assets include water and sewer connection fees. The resolution establishing the authority for
water and sewer connection fees restricts the use of these fees to the construction, acquisition, or
financing of capital assets. The water and sewer connection fees are exchange transactions (non-
operating revenues). The connecting party receives a benefit (connection to the system) approximately
equal in value to the amount paid. These fees do not represent capital contributions (nonexchange
transactions).




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 Description of Reporting Entity and Summary of Significant Accounting Policies (cont’d)

Restricted Assets (continued)

Generally, restricted resources are not commingled with unrestricted resources in financing projects and
activities, and are used for specific types of projects for which such funding is designated. When both
restricted and unrestricted resources are available for use, the District may use restricted resources or
unrestricted resources, depending upon the type of project or activity, as determined by Board action.

Revenue Recognition

Revenues are recognized when earned. Metered water accounts are read and billed daily on 30-day cycles.
Wastewater customers are also billed and included with the water billing. In certain areas of the District,
the wastewater billing is handled by another water utility agency, but is accrued as revenues by the District
each month. Collections are forwarded monthly, based on actual receipts. Unbilled water and
wastewater charges are accrued for the period from the last meter reading through year-end and are
included in accounts receivable. Unbilled accounts receivable amounted to $8,934,160 at June 30, 2016.

Property Taxes

Property tax in California is levied in accordance with Article XIIIA of the State Constitution at one percent
of countywide assessed valuations. The property taxes are placed in a pool and are then allocated to the
local governmental units based upon complex formulas. Property tax revenue is recognized in the fiscal
year in which the taxes have been levied.

The property tax calendar is as follows:

Lien date: January 1
Levy date: July 1
Due date: First installment — November 1

Second installment — February 1
Delinquent date: First installment — December 10
Second installment — April 10

Debt Discounts, Premiums, and Deferred Amounts on Refunding

General obligation bond, revenue bond, and certificate of participation premiums and discounts are
deferred and amortized over the term of the bonds. The discounts and premiums are presented as an
addition (or reduction) of the face amount of the debt. Furthermore, in accordance with GASB Statement
No. 63 Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net
Position, deferred charges on refunding are presented as deferred outflows of resources on the Statement
of Net Position.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 Description of Reporting Entity and Summary of Significant Accounting Policies (cont’d)

Compensated Absences

The District has a policy whereby an employee can accumulate unused sick leave and vacation. Sick leave
is to be used for extended periods of sickness; however, upon termination or retirement, a portion is paid
to the employee. At retirement, employees who qualify under the Public Employees Retirement Law are
paid for 100 percent of their unused sick leave up to 625 hours and 50 percent for all hours in excess of
625 hours, at their regular payroll rates in effect at the date of termination. All employees who separate
from the District, other than for retirement, who have completed at least six months of continuous service
and/or have been authorized to use their sick leave, are entitled to receive 25 to 75 percent of their then
unused sick leave at their regular payroll rate. The District has provided for these future costs by accruing
100 percent of all earned and unused vacation and sick leave because historical data shows that most
employees retire from the District and the few employees who separate prior to retirement qualified to
have a high percentage of their sick leave paid out.

Pensions

For purposes of measuring the net pension liability, deferred outflows and inflows of resources related to
pensions, pension expense, information about the fiduciary net position and additions to/deductions from
the fiduciary net position have been determined on the same basis as they are reported by CalPERS. For
this purpose, benefit payments (including refunds of employee contributions) are recognized when due
and payable in accordance with the benefit terms. Investments are reported at fair value.

GASB 68 requires that the reported results must pertain to liability and asset information within certain
defined timeframes. For this report, the following timeframes are used:

Valuation Date (VD) June 30, 2014
Measurement Date (MD) June 30, 2015
Measurement Period (MP) June 30, 2014 to June 30, 2015

Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section of deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents consumption of net position that applies to a future period and so will not be recognized as an
outflow of resources (expenses/expenditures) until then. The District has three items that qualify for
reporting in this category: the accumulated decrease in fair value of swap contracts, the deferred outflows
on pension contributions and the deferred charges on debt refundings. These are reported on the
Statement of Net Position.

In addition to liabilities, the statement of financial 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 and will not be recognized as
inflow of resources (revenue) until that time. The District has one item that qualify for reporting in this
category, the deferred inflow — actuarial. This is reported on the Statement of Net Position.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 Description of Reporting Entity and Summary of Significant Accounting Policies (cont’d)

Fair Value Measurements

Certain assets and liabilities are required to be reported at fair value. The fair value framework provides
a hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy
gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The
three levels of fair value hierarchy are described as follows:

Level 1 — Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly and fair value is determined through the use of models or other
valuation methodologies including:

e Quoted prices for similar assets or liabilities in active markets;

e Quoted prices for identical or similar assets or liabilities in markets that are inactive;

e Inputs other than quoted prices that are observable for the asset or liability;

e 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. These unobservable input reflect the District’'s own assumptions about the inputs market
participants would use in pricing the asset or liability (including assumptions about risk). These
unobservable inputs are developed based on the best information available in the circumstances and may
include the District’s own data.

Use of Estimates

The financial statements are prepared in conformity with generally accepted accounting principles, and
therefore include amounts that are based on management’s best estimates and judgments. Accordingly,
actual results could differ from those estimates.

Prior Year 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 District’s prior year financial statements, from which
this selected financial data was derived.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 1 Description of Reporting Entity and Summary of Significant Accounting Policies (cont’d)

Interest Rate Swap Contracts

The District entered into interest rate swap contracts to fix the interest rates on certain outstanding
variable rate debt. These contracts are recorded at fair value.

Fair values of these interest rate swap contracts are reported as liabilities, and its changes in the fair value
are reported as deferred outflows of resources in the statement of net position. As of June 30, 2016, all
potential hedging instruments of the District are considered effective hedges.

NOTE 2 Cash and Investments

Cash and investments are classified in the accompanying Statement of Net Position as follows:

2016 2015
Current assets $ 175,841,205 S 180,865,999
Restricted assets:
Debt service covenants 99,120,043 101,974,320
Construction 164,582,603 165,982,447
Totals $ 439,543,851 S 448,822,766
Cash and investments consisted of the following:
Cash and investments consisted of the following:
2016 2015
Cash on hand S 4,900 S 4,900
Deposits with financial institutions 21,068,145 4,537,008
Investments 418,470,806 444,280,858
Total cash and investments $ 439,543,851 S 448,822,766
Cash and cash equivalents consisted of the following:
2016 2015
Demand accounts and on hand $ 21,058,060 S 4,541,908
Local Agency Investment Fund (LAIF) 149,052,916 138,853,543
Investment Trust of California (CalTRUST) 56,566,480 41,032,598
Money Market Mutual Funds 31,897,402 40,067,728

Total cash and investments $ 258,574,858 S 224,495,777




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 2 Cash and Investments (cont’d)

Investments Authorized by the California Government Code and the District’s Investment Policy

The table below identifies the investment types that are authorized for the District by the California
Government Code and the District’s investment policy. The table also identifies certain provisions of the
California Government Code (or the District’s investment policy, where more restrictive) that address
interest rate 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 debt agreements of the District,
rather than the general provisions of the California Government Code or the District’s investment policy.

Authorized by Maximum Maximum

Investment Types Investment Maximum Percentage Investment
Authorized by State Law Policy Maturity* of Portfolio* in One Issuer*
U.S. treasury obligations Yes 5 Years None None
U.S. agency securities Yes 5 Years None None
Bankers’ acceptances Yes 180 Days 40% 30%
Negotiable certificates of deposit Yes 1 Year 30% 25%
Commercial paper Yes 270 Days 25% 10%
Repurchase agreements No? 1 Year None None
Reverse repurchase agreements No 92 Days 20% None
Medium-term notes Yes 5 Years 30% 25%
Mortgage pass — through securities No 5 Years None None
LAIF Yes None None $60,000,000
CA local agency securities Yes 5 Years? 30%3 25%3
Mutual funds No N/A None None
Money market mutual funds Yes N/A 15% 10%
County pooled investment funds No N/A None None
Joint powers authority (CalTRUST) Yes N/A 15% 15%
Investment contracts Yes None None None

* Based upon State law or investment policy requirements, whichever is more restrictive.

1. Only permitted for use in the District’s sweep account.

2. Maturities may exceed 5 years with specific required credit ratings.

3. Investments in the District’s own tendered securities may exceed percentages on a temporary basis.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 2 Cash and Investments (cont’d)

Investments Authorized by Debt Agreements

Investment of debt proceeds held by bond trustees are governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the District’s investment policy.
The table below identifies the investment types that are authorized for investments held by bond trustees.
The table also identifies certain provisions of these debt agreements that address interest rate risk and
concentration of risk.

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio in One Issuer
U.S. treasury obligations None None None
U.S. agency securities None None None
State obligations or political
subdivision of states None None None
Bankers’ acceptances 1 Year None None
Certificates of deposit None None None
Commercial paper None None None
Guaranteed investment contracts None None None
Repurchase agreements 30 Days None None
Money market mutual funds None None None
LAIF None None None

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 District 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 operation.
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NOTE 2 Cash and Investments (cont’d)

Interest Rate Risk (continued)

Information about the sensitivity of the fair values of the District’s investments (including investments
held by bond trustees) to market interest rate fluctuations is provided by the table on the following page,
which shows the distribution of the District’s investment by remaining maturity.

Months
Investment Type Total 12 or Less 13to 24 25 to 60 More than 60
U.S. Agency Securities:
Federal Farm Credit Bank (FFCB) $ 20,035,550 $ - $ 15,020,750 $ 5,014,800 S -
Federal Home Loan Bank (FHLB) 10,000,350 - 10,000,350 - -
Federal Home Loan Mortgage Corp. (FHLMC) 10,002,950 - 10,002,950 - -
Federal National Mortgage Assn. (FNMA) 15,002,500 - 15,002,500 - -
Corporate - Fixed 67,613,480 17,252,271 35,856,813 14,504,396 -
Corporate - Floating 14,865,950 - 8,011,660 6,854,290 -
Municipal 40,300,574 2,251,790 9,543,561 6,914,933 21,590,290
LAIF 149,052,916 149,052,916 - - -
Investment Trust of California (CalTRUST) 56,566,480 56,566,480 - - -
Money Market Mutual Funds 16,294,247 16,294,247 - - -
Held by Trustee:
Money Market Mutual Funds 15,603,155 15,603,155 - - -
Guaranteed Investment Contracts (GICs)* 3,132,654 - - - 3,132,654
Total Investments $418,470,806 $257,020,859 $103,438,584 S 33,288,419 $ 24,722,944

* The District’s GIC is with AIG Matched Funding Corporation (AlG). The contract required AIG to deposit
securities as collateral with Wells Fargo Bank Minnesota, NA at a value of at least 105% of the investment
balance. The termination of the investment contract and release of collateral would occur in the event of
default by AIG. As of June 30, 2016, AIG was not in default and the value of the investment exceeded
105% of the investment balance.

Investments with Fair Value Highly Sensitive to Interest Rate Risk

Highly sensitive investments are investments whose sensitivity to market interest rate fluctuations are
not fully addressed by use of one of the five methods for reporting interest rate risk as specified by the
GASB No0.40. As of June 30, 2016 the District had $14,865,950 invested in corporate floating notes.
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NOTE 2 Cash and Investments (cont’d)
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. The table below shows the minimum rating required by the California Government
Code, the District’s investment policy, or debt agreements, and the actual Standard & Poor’s Rating
Services credit rating as of year-end for each investment type.

Minimum Rating at June 30, 2016
Category Total Legal Rating AAA AA A Not Rated

U.S. Agency

FFCB $ 20,035,550 N/A $ 10,020,650 $ 10,014,900 S - S -

FHLB 10,000,350 N/A - 10,000,350 - -

FHLMC 10,002,950 N/A - 10,002,950 - -

FNMA 15,002,500 N/A 10,001,700 5,000,800 - -
Corporate - Fixed 67,613,480 A 3,216,275 32,716,534 31,680,671 -
Corporate - Floating 14,865,950 A - 14,865,950 - -
Municipal 40,300,574 N/A 4,051,800 33,364,367 2,884,407 -
LAIF 149,052,916 N/A - - - 149,052,916
CalTRUST 56,566,480 N/A - 56,566,480 - -
Money Market Mutual Funds 16,294,247 AAA* 16,294,247 - - -
Held by Trustee:

Money Market Mutual Funds 15,603,155 N/A 15,603,155 - - -

Guaranteed Investment Contracts 3,132,654 N/A - - - 3,132,654
Total Investments $418,470,806 $ 59,187,827 $172,532,331 $ 34,565,078 $152,185,570

* Money market mutual funds are rated AAAm by S&P and Aaa-mf by Moodys at June 30, 2016. These
ratings meet minimum rating requirements.

Concentration of Credit Risk

This is the risk of loss attributed to the magnitude of a government’s investment in a single issuer.
Investments in any one issuer other than U.S. Treasury securities, mutual funds and external investment
pools that represent five percent or more of the District’s total investments are shown below as of June
30, 2016.
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NOTE 2 Cash and Investments (cont’d)
Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the
risk that, in the event of a failure of the counter party (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 District’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. The market value of the pledged
securities in the collateral pool must equal 110 percent of the total amount deposited by the public
agencies. California law also allows financial institutions to secure District deposits by pledging first trust
deed mortgage notes having a value of 150 percent of the secured public deposits. As of June 30, 2016,
100 percent of the District’s investments were held in collateralized accounts in the District’s name.

Investment in State Investment Pool

The District is a voluntary participant in the Local Agency Investment Fund (LAIF), which is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of California.
The fair value of the District’s investment in this pool is reported in the accompanying financial statements
at amounts based upon the District’s pro-rata share of the fair value provided by LAIF for the entire LAIF
portfolio (in relation to the amortized costs of that portfolio). The balance available for withdrawal is
based on the accounting records maintained by LAIF, which are recorded at fair market value. Additional
information about the State of California’s LAIF can be found on their website:
www.treasurer.ca.gov/pmia.laif.

Investment in Investment Trust of California (CalTRUST)

The District is a voluntary participant in CalTRUST, a Joint Powers Authority established by public agencies
in California for the purpose of pooling and investing local agency funds. A Board of Trustees supervises
and administers the investment program of the Trust. CalTRUST invests in fixed income securities eligible
for investment pursuant to California Government Code Sections 53601, et seq. and 53635, et
seq. Investment guidelines adopted by the Board of Trustees may further restrict the types of investments
held by the Trust. The fair value of the District’s investment in this pool is reported in the accompanying
financial statements at amounts based upon the District’s pro-rata share of the fair value provided by
CalTRUST for the entire CalTRUST portfolio. The balance available for withdrawal is based on the
accounting records maintained by CalTRUST. For purposes of determining fair market value, securities
are normally priced on a daily basis on specified days if banks are open for business and the New York
Stock Exchange is open for trading. The value of securities is determined on the basis of the market value
of such securities or, if market quotations are not readily available, at fair value, under guidelines
established by the Trustees. Investments with short remaining maturities may be valued at amortized
cost, which the Board has determined to equal fair value.
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NOTE 2 Cash and Investments (cont’d)

Fair Value Measurement

The District categorizes its fair value investments within the fair value hierarchy established by generally
accepted accounting principles. The District has the following recurring fair value measurements as of
June 30, 2016:

Fair Value Hierarchy

Category Total Level 1 Level 2 Level 3
Investments reported at Fair Value
U.S. Agency
FFCB S 20,035,550 S - $ 20035550 S -
FHLB 10,000,350 - 10,000,350 -
FHLMC 10,002,950 - 10,002,950 -
FNMA 15,002,500 - 15,002,500 -
Corporate - Fixed 67,613,480 - 67,613,480 -
Corporate - Floating 14,865,950 - 14,865,950 -
Municipal 40,300,574 - 40,300,574 -
LAIF 149,052,916 - 149,052,916 -
CalTRUST 56,566,480 - 56,566,480 -
Money Market Funds 16,294,247 - 16,294,247 -
Sub-total 399,734,997 - 399,734,997 -
Other Investments
Money Market Funds 15,603,155 - - -
Guaranteed Investment Contracts 3,132,654 - - -
Sub-total 18,735,809 - - -

$ 399,734,997 S -

Total Investments S 418,470,806 S




NOTE 3 Capital Assets

The capital asset activity for the fiscal year ended June 30, 2016 was as follows:

Capital assets, not being depreciated
Land
Tunnel Water Seepage Agreement
Construction in progress

Total capital assets not being depreciated

Capital assets, being depreciated
Water plant, lines and equipment
Water capacity rights
Sewer plant, lines and equipment
Equipment and general facilities

Total capital assets being depreciated

Less accumulated depreciation for
Water plant, lines and equipment
Water capacity rights
Sewer plant, lines and equipment
Equipment and general facilities

Total accumulated depreciation

Total capital assets being depreciated, net

EASTERN MUNICIPAL WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
Beginning Ending
Balance Balance
June 30, 2015 Additions Reductions June 30, 2016

S 50,138,199 $ 6,140,122 $ (117,349) $ 56,160,972
1,750,900 1,750,900
118,345,825 86,903,276 (112,124,174) 93,124,927
170,234,924 93,043,398 (112,241,523) 151,036,799
1,114,327,333 43,974,005 (9,496,872) 1,148,804,466
30,074,350 30,074,350
1,794,063,993 86,077,283 (7,613,644) 1,872,527,632
128,875,812 10,153,715 (4,910,778) 134,118,749
3,067,341,488 140,205,003 (22,021,294) 3,185,525,197
395,676,440 40,840,272 (8,203,533) 428,313,179
8,062,864 722,730 8,785,594
522,943,757 47,772,156 (4,132,656) 566,583,257
91,842,561 5,967,700 (3,742,887) 94,067,374
1,018,525,622 95,302,858 (16,079,076) 1,097,749,404
2,048,815,866 44,902,145 (5,942,218) 2,087,775,793
$ 2,219,050,790 $ 137,945,543 $ (118,183,741) $ 2,238,812,592

Capital assets, net

Net interest cost capitalized during fiscal year ended June 30, 2016 was $4,565,063.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 4 Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2016 is as follows:

Ending Ending Due
Balance Balance Within
30-Jun-15 Additions Reductions 30-Jun-16 One Year

Long-Term Debt
Advances for Construction, Notes and Assessments:

CA DWR Prop 82 S 1,471,545 S - S (1,471,545) S - S -
CA DWR Prop 204 932,464 - (932,464) - -
CA DWR Prop 204 (HWFP) 24,352,774 - (2,353,731) 21,999,043 802,475
SWRCB SRF loandAPAD) 39,679,975 - (2,126,424) 37,553,551 2,135,398
SWRCB SRF loan (SCATT) 34,800,815 - (3,566,176) 31,234,639 -
SWRCB SRF loan (TVRWRF) 18,114,786 - (18,114,786) - -
Total notes payable 119,352,359 - (28,565,126) 90,787,233 2,937,873
Capital Lease Obligations 41,574 - (17,822) 23,752 10,970
Revenue Bonds:
2011A refunding 34,165,000 - (8,015,000) 26,150,000 8,420,000
2012A refunding 50,000,000 - - 50,000,000 -
2013A refunding 54,575,000 - - 54,575,000 -
2014A refunding 48,645,000 - - 48,645,000 -
2014B refunding 45,175,000 - - 45,175,000 -
2014C refunding 54,765,000 - (305,000) 54,460,000 310,000
2015A refunding 50,000,000 - - 50,000,000 -
2015B 74,430,000 - - 74,430,000 -
2016A refunding - 209,230,000 - 209,230,000 3,900,000
Unamortized premium 8,652,711 43,654,227 (1,389,396) 50,917,542 2,134,632
Total revenue bonds 420,407,711 252,884,227 (9,709,396) 663,582,542 14,764,632
Certificates of Participation:
2006A 94,430,000 - (94,430,000) - -
2007A refunding 20,225,000 - (90,000) 20,135,000 100,000
2008C refunding 47,545,000 - - 47,545,000 -
2008H 140,035,000 - - 140,035,000 -
Net unamort prem/disc 2,781,306 - (3,107,035) (325,729) 40,399
Total COPs 305,016,306 - (97,627,035) 207,389,271 140,399
General Obligation Bonds:
2005A 12,870,000 - (480,000) 12,390,000 495,000
2009 22,625,000 - (475,000) 22,150,000 500,000
Net unamort prem/disc 401,296 - (20,393) 380,903 20,393
Total GO bonds 35,896,296 - (975,393) 34,920,903 1,015,393
Sub-total long term debt 880,714,246 252,884,227 (136,894,772) 996,703,701 18,869,267
Other Noncurrent Liabilities
Compensated absences 14,011,326 8,264,845 (7,843,659) 14,432,512 8,039,211

Total long-term liabilities S 894725572 S 261,149,072 S  (144,738,431) $ 1,011,136,213 S 26,908,478
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NOTE 4 Long-Term Liabilities (cont’d)

The following schedule summarizes the major terms of outstanding long-term debt:

Date of Original Revenue Final Interest
Issue Issue Sources Lien Maturity Date Rates
Advances for construction,
notes and assessments:
CA DWR Prop 204 (HWFP) 3/3/05 S 42,098,388 (a) Subordinate 7/1/28 Imputed -2.273%
Hemet Water Filtration Plant Construction Project
SWRCB SRF loan{APAD) 9/15/09 43,908,096 (a) Subordinate 3/16/33 0.422%
Moreno Valley RWRF Acid Phase Anaerobic Digestion Project
SWRCB SRF loan (SCATT) 6/23/09 38,302,852 (a) Subordinate 7/5/32 1.0%

Moreno Valley RWRF Secondary Clarifier & Tertiary Treatment Expansion Project
Revenue Bonds:

2011A Refunding 7/20/11 56,225,000 (a) Senior 7/1/20 4% to 5%
2012A Refunding 7/19/12 50,000,000 (a) Senior 7/1/38 Variable
2013A Refunding 3/25/13 54,575,000 (a) Senior 7/1/35 Variable
2014A Refunding 6/11/14 48,645,000 (a) Subordinate 7/1/47 Variable
2014B Refunding 10/8/14 45,175,000 (a) Subordinate 7/1/47 Variable
2014C Refunding 10/30/14 54,765,000 (a) Subordinate  7/1/30 Variable
2015A Refunding 6/23/15 50,000,000 (a) Subordinate 7/1/39 Variable
20158 6/18/15 74,430,000 (a) Subordinate 7/1/39 4% to 5%
2016A Refunding 4/5/16 209,230,000 (a) Subordinate 7/1/39 2% to 5%
Certificates of Participation:
2007A Refunding 5/16/07 20,710,000 (a) Senior 7/1/23 4% to 5%
2008C Refunding 6/1/08 54,400,000 (a) Senior 7/1/46 Variable
2008H 8/28/08 140,035,000 (a) Senior 7/1/35 5.0%
General Obligation Bonds:
2005A 6/7/15 18,255,000 (b) N/A 9/1/35 4% to 5%
2009 8/12/09 31,625,000 (b) N/A 9/1/39 4.25% to 5.625%

(a) Net water and sewer revenues
(b) Ad valorem taxes levied and collected on sixty-one special improvement districts within the District's

service area
1The 2008C Certificates were remarketed in June 10, 2014. As a result, the principal payment schedule was amended to
begin July 1, 2039 with the last payment scheduled in July 1, 2046. The swap agreement was unchanged and therefore
the net payment to the counterparty is based on the original debt schedule.
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NOTE 4 Long-Term Liabilities (cont’d)

Future principal and interest requirements on all long-term debt are as follows:

Year ending June 30: Principal Interest Total
2017 S 16,673,843 S 25,276,231 §$ 41,950,074
2018 16,223,462 27,694,458 43,917,920
2019 16,747,174 26,809,225 43,556,399
2020 17,286,687 25,859,809 43,146,496
2021 17,953,311 24,806,579 42,759,890
2022-2026 127,605,744 114,427,706 242,033,450
2027-2031 161,470,273 90,959,149 252,429,422
2032-2036 184,850,491 61,537,533 246,388,024
2037-2041 177,070,000 34,165,029 211,235,029
2042-2046 172,345,000 14,995,353 187,340,353
2047-2048 37,505,000 418,170 37,923,170
Sub-total 945,730,985 446,949,242 1,392,680,227
Add: Unamortized premium/discount 50,972,716 - 50,972,716
Total S 996,703,701 S 446,949,242 S 1,443,652,943

Advances for Construction, Notes and Assessments

Advances for construction, notes and assessments include project financing agreements executed with
the State of California Department of Water Resources and the State of California Water Resources
Control Board between March 2005 and September 2009. These agreements, detailed in the summary

of major terms of outstanding long-term debt, provide financing for various projects and construction
costs.

Future principal and interest payments on these advances for construction, notes and assessments as are

as follows:
Year ending June 30: Principal Interest Total
2017 S 2937873 S 408,461 S 3,346,334
2018 5,586,698 934,320 6,521,018
2019 5,651,156 869,862 6,521,018
2020 5,716,687 804,331 6,521,018
2021 5,783,311 737,707 6,521,018
2022-2026 29,955,744 2,649,345 32,605,089
2027-2031 26,415,273 927,520 27,342,793
2032-2033 8,740,491 91,706 8,832,197
Total S 90,787,233 S 7,423,252 S 98,210,485
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NOTE 4 Long-Term Liabilities (cont’d)

Advances for Construction, Notes and Assessments (continued)

On January 25, 2016, the District executed a project financing agreement with the State of California
Water Resources Control Board to provide financing, under the Clean Water State Revolving Fund, for
planning, design and construction costs related to the North Trumble and PVRWRF Case Road Recycled
Storage Ponds project. This agreement provides $11,246,300 in funding with a future 30-year loan at an
interest rate of 1.0 percent. Contingent on the District’s performance of its obligations under this
agreement, the estimated amount of principal that will be due to the State Water Board is $7,798,170
with the remaining balance of $3,448,130 awarded as a grant. Loan repayment is expected to begin in
November 2017. Construction advances and capitalized interest totaling $1,360,388 for this project were
recorded through June 30, 2016.

Debt service requirements to maturity for this construction advance is not included in the debt schedule
because the requirements have not yet been determined by the lending party. A schedule of payments
will be determined upon completion of the funding for the project and payments will begin approximately
one year after completion of construction.

Revenue Bonds

The outstanding revenue bonds were issued to provide financing for various projects and facility
improvements and to refund certain prior revenue bonds issued for the purpose of decreasing related
debt service costs. Outstanding revenue bonds are detailed in the summary of major terms of outstanding

long-term debt.

Future principal and interest payments on all revenue bonds as of June 30, 2016 are as follows:

Year ending June 30: Principal Interest Total
2017 S 12,630,000 $ 13,473,907 S 26,103,907
2018 9,485,000 15,744,475 25,229,475
2019 9,905,000 15,322,090 25,227,090
2020 10,330,000 14,858,207 25,188,207
2021 10,870,000 14,344,332 25,214,332
2022-2026 60,655,000 67,994,085 128,649,085
2027-2031 94,835,000 55,594,334 150,429,334
2032-2036 70,380,000 44,468,434 114,848,434
2037-2041 160,620,000 32,535,957 193,155,957
2042-2046 142,155,000 14,477,748 156,632,748
2047-2048 30,800,000 390,680 31,190,680
612,665,000 289,204,249 901,869,249
Add: Unamortized premium/discount 50,917,542 - 50,917,542

Total S 663,582,542 S 289,204,249 S 952,786,791
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NOTE 4 Long-Term Liabilities (cont’d)

2016A Refunding Revenue Bond

In April 2016, the District issued $209,230,000 in refunding revenue bonds, Series 2016A. The net
proceeds were used to current refund the outstanding 2006A COPs; prepay the DWR Prop 82 and 204 SRF
loans; and prepay the SWRCB SRF loan (TVRWRF) and $148.4 million in construction advances for the
SWRCB SRF Loan (SJRWRF Title 22 Tertiary Treatment Upgrade).

A portion of the proceeds of the 2016A Bonds were deposited in an irrevocable trust with an escrow agent
for the payment of the 2006A COPs and as a result, these certificates are considered defeased and the
liability for the certificates has been removed from the Statement of Net Position. The refunding of the
2006A Certificates of Participation resulted in $15.3 million net present value savings and resulted in no
economic loss other than the cost to underwrite.

The 2016A Bonds include principal installments due in varying amounts from $3,900,000 to $9,940,000
annually from July 1, 2016 to July 1, 2045, with interest payable semiannually at a fixed rate of 2.31
percent.

Certificates of Participation

The outstanding certificates of participation were issued to provide financing for various construction
projects and facility improvements. Outstanding certificates of participation are detailed in the summary
of major terms of outstanding long-term debt.

Future principal and interest payments on total certificates of participation are as follows:

Year ending June 30: Principal Interest Total

2017 100,000 9,651,312 $ 9,751,312

2018 100,000 9,319,731 9,419,731

2019 105,000 8,970,002 9,075,002

2020 105,000 8,600,878 8,705,878

2021 115,000 8,179,484 8,294,484
2022-2026 30,420,000 36,956,673 67,376,673
2027-2031 32,890,000 29,328,172 62,218,172
2032-2036 96,335,000 14,041,048 110,376,048
2037-2041 10,650,000 953,229 11,603,229
2042-2046 30,190,000 517,605 30,707,605

2047 6,705,000 27,490 6,732,490
207,715,000 126,545,624 334,260,624
Add: Unamortized premium/discount (325,729) - (325,729)

Total S 207,389,271 S 126,545,624 S

333,934,895
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NOTE 4 Long-Term Liabilities (cont’d)

General Obligation (GO) Bonds

The outstanding general obligation bonds were issued by the Western Riverside Water and Wastewater
Financing Authority in May 2005 and August 2009 to finance certain water and/or sewer facilities for the
improvement districts and to pay the costs of executing and delivering the GO Bonds. The major terms
of these bonds are detailed in the summary of major terms of outstanding long-term debt.

Future principal and interest payments on total general obligation bonds are as follows:

Year ending June 30: Principal Interest Total
2017 S 995,000 $ 1,741,233 $ 2,736,233
2018 1,040,000 1,695,407 2,735,407
2019 1,085,000 1,647,265 2,732,265
2020 1,135,000 1,596,393 2,731,393
2021 1,185,000 1,545,056 2,730,056
2022-2026 6,575,000 6,827,603 13,402,603
2027-2031 7,330,000 5,109,123 12,439,123
2032-2036 9,395,000 2,936,345 12,331,345
2037-2040 5,800,000 675,843 6,475,843
Sub-total 34,540,000 23,774,268 58,314,268
Add: Unamortized premium/discount 380,903 - 380,903
Total S 34,920,903 $ 23,774,268 $ 58,695,171

The general obligation bonds are callable prior to maturity, subject to certain call premiums. The liability
for the general district bonds and improvements within the respective special districts, and the funds for
retirement thereof, are derived from a bond redemption levy based on the assessed valuation within the
individual improvement districts. At June 30, 2016, general obligation bonds authorized but not issued
total $547,650,000.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 4 Long-Term Liabilities (cont’d)

Debt Service Reserve Funds

The District is required to maintain a Debt Service Reserve Fund to be used for the payment of principal
and interest of its Certificates of Participation and certain loans in the event that the District has not
provided the Trustee with sufficient funds by the installment payment date to make the required
installment sale payments. The current required reserve amount as determined by the bond documents
and the reserve balance at June 30, 2016 for each outstanding debt issue is as follows:

Excess
Description Required Actual (Deficiency)
2007A COP S 4,233,578 S 4,233,578 S -
2008H COP 14,003,500 14,269,639 266,139
Total COPs 18,237,078 18,503,217 266,139
Hemet WFP SRP - $4.21M" 1,473,444 1,491,717 18,273

Total Debt Service Reserve Funds S 19,710,522 S 19,994,934 S 284,412

" The total required reserve per loan agreement is $2,104,920. Half of this amount is
required to be and was deposited by the first of ten semi-annual payments (July 1, 2013)
and the remainder of the balance is required to be deposited by the tenth year of
repayment period (approximately July 1, 2018).

Master Resolution

The District adopted Resolution No. 2667, entitled “A Resolution of the Board of Directors of the Eastern
Municipal Water District Providing for the Allocation of Water and Sewer Revenues” (the “Master
Resolution”) to establish various reserves and covenants of which the following are required to be
maintained:

1) Debt Coverage Ratio

The District has covenanted that Net Water and Sewer Revenues shall be at least 1.15 times the
sum of all Debt Service on all Parity Obligations, plus the amount of all deposits required to be
made to the Operating Reserve Fund. As of June 30, 2016, the District’s parity and subordinate
obligation debt service coverage ratios were 4.3 times and 2.9 times, respectively.

2) Operating Reserve Fund

The District has covenanted that it will maintain a minimum of one quarter of its annual
maintenance and operating costs as set forth in its operating budget in a separate reserve fund.
The required reserve amount at June 30, 2016 was $35,546,471 and the actual reserve balance
was $48,335,099.
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NOTE 4 Long-Term Liabilities (cont’d)

Standby Certificate Purchase Agreements

Included in long-term debt at June 30, 2016 are $245,825,000 Variable Rate Certificates of Participation,
Series 2008C, 2014A, 2014B, 2014C, and 2015A Revenue Bonds (collectively, the Supported Variable Rate
Debt). The Supported Variable Rate Debt have a tender provision for certificate holders on seven-days’
notice, to tender their certificates/bonds at par value plus accrued interest. In connection with the
issuance of the Supported Variable Rate Debt, the District executed Standby Purchase Agreements (SPA)
between the Corporation and various banks. The SPA is terminated prior to the expiration date only if
there is an occurrence of “events of defaults”. As of June 30, 2016, there were no outstanding certificates
or bonds that have been tendered but failed to be remarketed. The bank and expiration date for each
SPA at June 30, 2016 for each Supported Variable Rate Debt is:

SPA Expiration

Description SPA Bank Date

2014C Bond Wells Fargo Bank, N.A. 10/27/2017
2008C COP U.S. Bank National Association 12/11/2017
2014B Bond U.S. Bank National Association 10/06/2017
2015A Bond MUFG Union Bank 06/22/2018
2014A Bond Wells Fargo Bank, N.A. 06/12/2017

NOTE 5 Interest Rate Swap Contracts

Plan Description

The fair value balances and notional amounts of financial instruments (instruments) outstanding at June
30, 2016, classified by type and the changes in fair value of such instruments for the year then ended are
shown in the following table.

Changes in Fair Value Fair Value at June 30, 2016
Classification Amount lassificatioo Amount Notional
Cash flow hedges:
2014C Bonds Pay-fixed interest swap
Deferred inflow S (3,322,702) Debt S (11,944,545) $ 54,460,000
2008C COP Pay-fixed interest swap - cost of funds
Deferred inflow S 1,661,508 Debt S (3,733,764) $ 34,100,000

The expected swap cash flows are calculated using the zero-coupon discounting method which takes into
consideration the prevailing interest rate environment, the specific terms and conditions of a given
transaction, and assumes that the current forward rates implied by the yield curve are the market’s best
estimate of future spot interest rates. The income approach is then used to obtain the fair value of the
swaps, where future amounts (the expected swap cash flows) are converted to a single current
(discounted) amount, using a rate of return that takes into account the relative risk of nonperformance
associated with the cash flows, and time value of money. Where applicable, under the income approach,
the option of pricing model technique, such as the Black-Derman-Toy model, or other appropriate option
pricing model is used. The observability of inputs used to perform the measurement results in the swap
fair values being categorized as Level 2.
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NOTE 5 Interest Rate Swap Contracts (cont’d)

Objective and Terms of Financial Instruments

The District entered into the financial instruments to increase interest rate savings realized by refunding
various outstanding COP debt. The District realized greater interest savings from debt refinancing by
issuing variable interest rate debt along with the financial instruments than would have been realized had
the District issued conventional COP debt.

The following table displays the objective and terms of the District’s financial instruments outstanding at
June 30, 2016, along with the credit rating of the associated counterparty.

Notional Effective  Maturity Counterparty
Type Objective Amount Date Date Terms Credit Rating
Pay-fixed interest Hedge of changes in S 54,460,000 11/1/14 7/1/30  Pay3.1%, S&P: AA-
rate swap cash flows on the 2014C receive 66% of Moody's: Aa2
debt issue one-month
LIBOR from
WEFB
Pay-fixed interest Hedge of changes in S 34,100,000 12/1/14 7/1/20  Pay5.125% S&P: AA-
rate swap - cost cash flows on the 2008C receive the Moody's: Aa2
of funds COP debt issue SIFMA Swap
Index from
WFB

Credit Risk

The counterparty credit ratings as of June 30, 2016 are shown in the table on the previous page. If the
counterparty credit rating is lowered to or below Baal by Moody's Investors Service (Moody's) or BBB+
by Standard & Poor's (S&P), the financial instruments may be terminated. The counterparty credit ratings
for Wells Fargo Bank either met or exceeded these rating requirements at June 30, 2016.

Interest Rate Risk

The District is exposed to interest rate risk on its financial instruments. As the 1-month LIBOR or the SIFMA
Swap Index decreases, the District's net payment on the swap increases.
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NOTE 5 Interest Rate Swap Contracts (cont’d)
Basis Risk

The financial instruments expose the District to basis risk, which refers to a mismatch between the interest
rate received from the swap contract and the interest paid on the variable rate payment to be made on
the debt. The District pays the counterparty a fixed rate of 3.10 percent and receives 66 percent of 1-
month LIBOR rate for the 2014C COP financial instrument, which may be different from the variable rate
payments made on the 2014C COP debt. The District is exposed to basis risk should the floating rate that
it receives on a swap be less than the variable rate the District pays on the bonds. Depending on the
magnitude and duration of any basis risk shortfall, the expected cost savings from the swap may not be
realized.

Termination Risk

The financial instruments may be terminated by the District or its counterparty if the other party fails to
perform under the terms of the contract. In addition, the District has the option to terminate the financial
instruments upon proper notification to the counterparties. If the financial instruments are terminated,
the District would prospectively pay the variable rates on the 2014C and 2008C COPs rather than fixed
rate payments under the financial instruments. The termination could therefore increase the District's
total debt service. If, at the time of termination, the financial instrument is in a liability position, the
District would be liable to the counterparty for a payment equal to the negative fair value.

Collateral Requirements

The financial instruments include provisions that require the District to post collateral in the event its
credit rating falls below A- as issued by Fitch Ratings and Standard & Poor’s Rating Services, or A3 as issued
by Moody’s Investors Service. The collateral posted is required to be in the form of cash or U.S. Treasury
securities in the amount of the fair value of the financial instrument, net of agreed upon adjustments. If
the District does not post collateral, the financial instruments may be terminated by the counterparties.
At June 30, 2016, the aggregate fair value of all financial instruments with these collateral posting
provisions is a negative $15,678,708. If the collateral posting requirements were triggered at June 30,
2016, the District would be required to post $15,678,708 to its counterparty. The District’s credit rating
for the 2008C Certificates and 2014C Bonds is AA+/Aa2/AA and AA-/Aa3/AA by Fitch Ratings, Moody’s
Investors Service, Inc. and Standard & Poor’s Rating Services, respectively; therefore, no collateral was
posted at June 30, 2016.
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NOTE 6 Defined Benefit Pension Plan

Plan Description

All qualified permanent and probationary employees are eligible to participate in the District’s agent
multiple-employer defined benefit pension plan administered by the California Public Employees’
Retirement System (CALPERS), which acts as a common investment and administrative agent for its
participating member employees. Benefit provisions under the Plans are established by State statute and
local government resolution. CALPERS issues publicly available reports that include a full description of
the pension plans regarding benefit provisions, assumptions, and membership information that can be
found on the CALPERS website.

Benefits Provided

CalPERS provides service retirement and disability benefits, annual cost of living adjustments, and death
benefits to plan members who must be public employees and beneficiaries. Benefits are based on years
of credited service equal to one year of full-time employment. The Plans’ provisions and benefits in effect
at June 30, 2016 are summarized as follows:

Miscellaneous

Hire date Prior to 11/1/10 11/1/10-1/1/13 Onor after 1/1/2013
Benefit formula 2.5% @ 55 2% @55 2% @62
Benefit vesting schedule 5 years of service 5 years of service 5 years of service
Benefit payments Monthly for life Monthly for life Monthly for life
Retirement age 50-55 50-55 62-67
Monthly Benefits as a % of eligible compensation 2.5% 2.0% to 2.5% 2.0% to 2.5%
Required employee contribution rates 8.0% 7.0% 6.25%
Required employer contribution rates 17.812% 17.812% 17.812%

Employees Covered

The following employees were covered by the benefit terms for each plan:

Active Members 612
Transferred Members 76
Terminated Members 111
Retired Members and Beneficiaries 441

Total 1,240
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NOTE 6 Defined Benefit Pension Plan (cont’d)

Contribution Description

Section 20814 ( c ) of the California Public Employees’ Retirement Law (PERL) requires that the employer
contribution rates for all public employers be determined on an annual basis by the actuary and shall be
effective on the July 1 following the notice of a change in the rate. The total plan contributions are
determined through the CalPERS annual actuarial valuation report. The actuarially determined rate is the
estimated amount necessary to finance the costs of benefits earned by employees during the year, with
an additional amount to finance any unfunded accrued liability. The District is required to contribute the
difference between the actuarially determined rate and the contribution rate of employees. For the
measurement period ending June 30, 2015 (the measurement date), the District’s average contribution
rate is 16.136 percent of annual payroll. District contribution rates may change if plan contracts are
amended. It is the responsibility of the District to make necessary accounting adjustments to reflect the
impact due to any District Paid Member Contributions or situations where members are paying the
portion of the District contribution.

Actuarial Methods and Assumptions Used To Determine Total Pension Liability

For the measurement period ending June 30, 2015 (the measurement date), the total pension liability was
determined using the following actuarial methods and assumptions:

Actuarial Cost Method Entry Age Normal
Asset Valuation Method Market Value
Actuarial Assumptions:
Discount Rate 7.65%
Inflation 2.75%
Payroll Growth 3.00%
Investment Rate of Return 7.65% Net of Pension Plan Investment
Expenses, including inflation
Mortality Rate Table Derived using CalPERS' Membership Data for
all Funds
Post Retirement Benefit Increase Contract COLA up to 2.0% until Purchasing

Protection Allowance Floor on Purchasing
Power applies, 2.0% thereafter

All other actuarial assumptions used in the June 30, 2014 valuation were based on the results of an
actuarial experience study for the period from 1997 to 2011, including updates to salary increase,
mortality, and retirement rates. The Experience Study Report can be obtained at the CalPERS website
under Forms and Publications.
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NOTE 6 Defined Benefit Pension Plan (cont’d)
Discount Rate

The discount rate used to measure the total pension liability was 7.65 percent. To determine whether
the municipal bond rate should be used in the calculation of a discount rate for each plan, CalPERS stress
tested plans that would most likely result in a discount rate that would be different from the actuarially
assumed discount rate. Based on the testing of the plans, the tests revealed the assets would not run out.
Therefore, the current 7.65 percent discount rate is appropriate and the use of the municipal bond rate
calculation is not deemed necessary. The long-term expected discount rate of 7.65 percent is applied to
all plans in the Public Employees Retirement Fund. The stress test results are presented in a detailed
report called “GASB Crossover Testing Report” that can be obtained at CalPERS’ website under the GASB
68 section.

GASB 68, paragraph 68 states that the long-term expected rate of return should be determined net of
pension plan investment expense but without reduction for pension plan administrative expense. The
discount rate of 7.50 percent used for the June 30, 2014 measurement date was net of administrative
expenses. The discount rate used for the June 30, 2015 measurement date is without reduction of pension
plan administrative expense.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class.

In determining the long-term expected rate of return, staff took into account both short-term and long-
term market return expectations as well as the expected pension fund cash flows. Such cash flows were
developed assuming that both members and employers will make their required contributions on time
and as scheduled in all future years. Using historical returns of all the funds’ asset classes, expected
compound returns were calculated over the short-term (first ten years) and the long-term (11 to 60 years)
using a building block approach. Using the expected nominal returns for both short-term and long-term,
the present value of benefits was calculated for each fund. The expected rate of return was set by
calculating the single equivalent expected return that arrived at the same present value of benefits for
cash flows as the one calculated using both short-term and long-term returns. The expected rate of return
was then set to the single equivalent rate calculated above and rounded down to the nearest one quarter
of a percent.

The table on the following page reflects long-term expected real rate of return by asset class. The rate of
return was calculated using the capital market assumptions applied to determine the discount rate and
asset allocation.
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NOTE 6 Defined Benefit Pension Plan (cont’d)

Discount Rate (continued)

The target allocation shown was adopted by the Board effective July 1, 2014.

New Strategic Real Return Real Return
Asset Class Allocation Years 1 - 10’ Years 112
Global Equity 51.00% 5.25% 5.71%
Global Fixed Income 19.00% 0.99% 2.43%
Inflation Sensitive 6.00% 0.45% 3.36%
Private Equity 10.00% 6.83% 6.95%
Real Estate 10.00% 4.50% 5.13%
Infrastructure and Forestland 2.00% 4.50% 5.09%
Liquidity 2.00% -0.55% -1.05%
100.0%

TAn expected inflation of 2.5% used for this period
2An expected inflation rate of 3.0% used for this period

Pension Plan Fiduciary Net Position

The plan fiduciary net position disclosed in the GASB 68 accounting valuation report may differ from the
plan assets reported in the actuarial valuation report due to several reasons. First, CalPERS must keep
Reserves for Deficiencies and Fiduciary Self Insurance. These amounts are excluded for rate setting
purposes in the actuarial valuation report while required to be included for GASB reporting purposes. In
addition, differences may result from early CAFR closing and final reconciled reserves.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 6 Defined Benefit Pension Plan (cont’d)

Changes in Net Pension Liability

The following table shows the changes in net pension liability recognized over the measurement period:

Increase (Decrease)

(VD) Valuation Date
(MD) Measurement Date

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (c) =(a) - (b)
Balance at 6/30/2014 (VD) $ 352,896,476 $ 265,687,336 S 87,209,140
Changes Recognized for the
Measurement Period:
Service Cost 7,679,279 - 7,679,279
Interest on the Total Pension
Liability 26,241,865 - 26,241,865
Changes of Benefit Terms - - -
Differences between Expected
and Actual Experience (117,683) - (117,683)
Changes of Assumptions (6,714,237) - (6,714,237)
Contributions from the Employer - 8,161,529 (8,161,529)
Contributions from Employees (1) - 4,204,174 (4,204,174)
Net Investment Income - 6,028,932 (6,028,932)
Benefit Payments, including
Refunds of Employee
Contributions (13,746,546) (13,746,546) -
Administrative Expense - (303,937) 303,937
Net Changes during 2013-2014 S 13,342,678 S 4,344,152 S 8,998,526
Balance at 6/30/2015 (MD) $366,239,154  $270,031,488 $ 96,207,666

(1) Includes both the employee contributions and the employer paid member contrbutions
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NOTE 6 Defined Benefit Pension Plan (cont’d)

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

The following presents the net pension liability of the Plan as of the Measurement Date, calculated using
the discount rate of 7.65 percent, as well as what the net pension liability would be if it were calculated
using a discount rate that is 1 percentage-point lower (6.65 percent) or 1 percentage point higher (8.65
percent) than the current rate:

Discount Rate Current Discount Rate
-1% Discount +1%
(6.65%) Rate (7.65%) (8.65%)
Plan's Net Pension Liability/(Asset) S 147,740,083 S 96,207,666 S 53,636,233

Subsequent Events

There were no subsequent events that would materially affect the results presented in this disclosure.

Recognition of Gains and Losses

Under GASB 68, deferred inflows and deferred outflows of resources related to pensions are recognized
in pension expense systematically over time.

The first amortized amounts are recognized in pension expense for the year the gain or loss occurs. The
remaining amounts are categorized as deferred inflows and deferred outflows to be recognized in future
pension expense.

The amortization period differs depending on the source of the gain or loss:

Differences between projected and 5-year straight-line amortization
actual earnings

All other amounts Straight-line amortization over the average
expected remaining service lives of all
members that are provided with benefits
(active, inactive, and retired as of the
beginning of the measurement period).

The expected average remaining service lifetime (EARSL) is calculated by dividing the total future service
years by the total number of plan participants (active, inactive, and retired as of the beginning of the
measurement period).
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NOTE 6 Defined Benefit Pension Plan (cont’d)

The EARSL for the Plan for the June 30, 2015 measurement period is 5.0 years, which was obtained by
dividing the total service years of 6,115 (the sum of remaining service lifetimes of the active employees)
by 1,233 (the total number of participants). Note that inactive employees and retirees have remaining
service lifetimes equal to 0. Also note that total future service is based on the members’ probability of
decrementing due to an event other than receiving a cash refund.

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

As of the start of the measurement period (June 30, 2014), the Total Pension Liability is $352,896,476. For
the measurement period ending June 30, 2015 (the measurement date), the District recognized a pension
expense of $6,660,897 for the plan.

As of June 30, 2015, the District reported other amounts for the Plan as deferred outflow and deferred
inflow of resources related to pensions as follows:

Deferred Deferred
Outflows Inflows
of Resources of Resources
Pension contributions subsequent to
measurement date S 8,782,080 S -
Changes in Assumptions - (5,371,390)
Differences between Expected and
Actual Experience - (94,146)
Net Difference between Projected and
Actual Earnings on Pension Plan Investments - (2,617,002)
Total S 8,782,080 S (8,082,538)

The amounts above are net inflows and outflows recognized in the 2014-2015 measurement period
expense.
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NOTE 6 Defined Benefit Pension Plan (cont’d)

The $8,782,080 reported as deferred outflows of resources related to employer contributions subsequent
to the measurement date will be recognized as a reduction of the net pension liability in the fiscal year
ended June 30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized as pension expense as follows:

Deferred
Measurement Period Outflows/(Inflows)
Ended June 30, 2016 of Resources
2016 S (3,181,991)
2017 (3,181,991)
2018 (3,181,991)
2019 1,463,435
2020 -
Remaining -

NOTE 7 Defined Contribution Plan

The District maintains the EMWD 401a Plan, a defined contribution money purchase pension plan that is
qualified under Internal Revenue Code Section 401(a). The District has an agreement with Nationwide
Retirement Solutions (Nationwide) whereby Nationwide receives, invests, and reports on the funds sent
to them on behalf of eligible employees. Contribution requirements of the District are established and
may be amended through the memorandum of understanding between the District and its Union.
Employees are vested in the funds contributed on their behalf after one year of service and have several
investment options within the lineup of funds available at Nationwide. The 401a Plan was adopted in
January 1978 and may be amended by the District, provided Nationwide joins in such amendment. The
District’s required contributions to the 401(a) Plan are 7.15 percent of each eligible employee’s
compensation, up to a maximum annual compensation of $16,500. The District’s contribution to the
401(a) Plan was $754,071 for the fiscal year ended June 30, 2016.

In July 2011, the District executed a plan amendment to its 401a Plan to provide for a contribution to this
401a Plan on behalf of the General Manager in accordance with his employment contract. Contribution
to this 401(a) Plan was $43,050 the fiscal year ended June 30, 2016.

The district provides a voluntary 457 deferred compensation plan for employees to contribute to their
retirement on a tax-deferred basis. In October 2013, the District executed an amendment to its 401(a)
Plan to provide for a matching contribution for those employees contributing to the 457 deferred
compensation plan. The District’s matching contributions will be paid into the 401(a) plan based upon
the employee’s annual base pay at a rate of 0.5% in Year 1 of the labor contract (fiscal year 2013-2014),
1.0% in Year 2 (fiscal year 2014-2015), and 1.5% in Year 3 (fiscal year 2015-2016). Matching contributions
to the 401(a) plan totaled $605,574 for the fiscal year ended June 30, 2016.
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NOTE 8 Postemployment Benefits Other Than Pensions

Plan Description

Health Care Benefits - The District provides postemployment health care benefits to all qualified
employees who meet the District’s California Public Employees’ Retirement System (PERS) plan
requirements. This plan is an agent multiple-employer defined benefit OPEB plan. This plan contributes
an amount for the retiree and dependents, as applicable, with eligibility based on the Health Benefit
Vesting Requirements found in Government Code Section 22893 (Vesting for Contracting Agency
Employees). This amount of District’s contribution varies according to the retiree’s medical benefit tiers
as follow:

Tier 1 (hired prior to August 1, 2005) — District pays up to the greater of Blue Shield or Kaiser Southern CA
non-Medicare (basic) premium coverage, less retiree cost-sharing contributions. The cost-sharing monthly
contribution was up to $86.67 for family coverage and required starting on December 16, 2015 and
December 16, 2016. The District’s monthly contribution was $1,556 in 2015 and $1,703 in 2016.

Tier 2 (hired from August 1, 2005 to March 26, 2014) — District pays the greater of Tier 1 contribution
(after cost sharing) or PEMHCA published average of the four health benefit plans that had the largest
state enrollment, multiplied by vesting percentage according to PEMHCA section 22893. Vesting
percentages range from 50% to 100% for retirees with CalPERS service of 10 year to 20 years or more.
Under the PEMHCA section 22893 the District’s monthly contribution for Tier 2 was up to $1,605 in 2015
and $1,727 in 2016.

Tier 3 (hired after March 26, 2014) — District’s contribution was the PEMHCA minimum amount of
$122/month in 2015 and $125/month in 2016.

The District also provides healthcare benefits to elected official retirees in accordance with the District’s
Administrative Code. This plan contributes up to the District’s contribution amount for employees and
dependent coverage.

Life Insurance Benefits - In addition, the District provides postemployment group life insurance to eligible
retired employees and elected officials with a death benefit of $10,000 up to age 70 and $5,000 thereafter
for retired employees; and a death benefit of $5,000 up to age 70 and $2,500 thereafter for elected
officials.

The benefit provisions for retired employee health care and life insurance are established and amended
through the memorandum of understanding between the District and the Union. The benefit provisions
for retired elected official life insurance are established through the District’s contract with the life
insurance company. The District does not issue separate stand-alone financial reports for these plans.
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NOTE 8 Postemployment Benefits Other Than Pensions (cont’d)

Funding Policy and Annual OPEB Cost

Contribution requirements of the District are established and may be amended through the memorandum
of understanding between the District and its union. The contribution requirements of the District for
retired elected officials may be amended through Board action to update Ordinance 70, for the health
benefit plan, or with the life insurance company, for the life insurance benefits. The District’s annual OPEB
cost (expense) is calculated based on the annual required contribution of the employer (ARC), an amount
actuarially determined in accordance with the parameters of GASB Statement No. 45. The ARC represents
a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and to
amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed 30 years.

The District’s policy is to continue to fund costs on a pay-as-you-go basis and to prefund a portion of the
unfunded actuarial liability as part of a long-term financial planning strategy. On April 18, 2012, the
District’s Board of Directors adopted a resolution to establish an OPEB Trust and to authorize an
agreement with PERS to join the California Employers’ Retiree Benefit Trust (CERBT) Program. On June
12, 2012, the District joined the CERBT Program, an agent multiple-employer plan consisting of an
aggregation of single-employer plans. PERS issues a publicly available financial report that includes
financial statements and required supplementary information relating to the CERBT Program. The report
can be obtained through their website at: www.calpers.ca.gov/index.jsp?bc=/about/forms-pubs/calpers-
reports/comprehensive-annual-financial.xm|.

The District’s total contribution for the fiscal year ended June 30, 2016 was $9,769,135. This total included
a pay-as-you-go contribution of $3,276,000 and CERBT trust contributions of $6,493,135.

The District’s annual OPEB cost for the current year, the amount actually contributed, the changes in net
OPEB obligation, and the related information for each plan are shown in the table on the following page.
Net OPEB expense, calculated as annual OPEB cost less the pay-as-you-go amount contributed to the
CERBT Program, is included in operating expenses in the accompanying financial statements. The Net
OPEB obligation is shown as a separate item in noncurrent liabilities section in the accompanying financial
statements.
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NOTE 8 Postemployment Benefits Other Than Pensions (cont’d)

Contribution rates:

District 100% of pay-as-you-go amounts for employee and elected official
monthly health care and life premiums

Plan members Retirees pay the portion of the premium not paid by the District; for
example, if they elect a more expensive plan than Blue Shield HMO or

PERS Kaiser
Annual required contribution S 9,769,135
Interest on net OPEB obligation 3,032,566
Amortization of net OPEB obligation (3,323,124)
Annual OPEB cost 9,478,577
Contributions Made (9,769,135)
Decrease in Net OPEB obligation (290,558)
Net OPEB obligation, beginning of year 51,927,505
Net OPEB obligation, end of year S 51,636,947

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligation (liability) for 2014 through 2016 are shown in the following table.

Percentage of
Annual OPEB Actual OPEB Cost Net OPEB
Plan Year Ended Cost Contributions Contributed Obligation

Retired Employees/Elected 06/30/14 $ 8,358,000 S 6,123,135 73.3% $52,339,036
Officials Healthcare and Life 06/30/15 8,568,000 8,842,531 103.2% 51,927,505
Insurance Plans 06/30/16 9,478,577 9,769,135 103.1% 51,636,947
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NOTE 8 Postemployment Benefits Other Than Pensions (cont’d)

Funded Status and Funding Progress

The funded status of the plans as of June 30, 2015, the plan’s most recent actuarial valuation date, is
shown in the following table. Actuarially determined amounts were not calculated separately for each
plan. The Schedule of Funding Progress, presented as required supplementary information following the
notes to the basic financial statements, presents multi-year trend information about whether the actuarial
value of plan assets is increasing or decreasing over time relative to the actuarial accrued liability.

Actuarial accrued liability S 100,353,312
Actuarial value of plan assets (14,204,337)
Unfunded actuarial accrued liability 86,148,975
Funded ratio 14.2%
Covered payroll S 47,804,000
Unfunded actuarial accrued liability as

a percentage of covered payroll 180.2%

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events in the future. Amounts determined regarding the funded status of the plan and the
annual required contributions of the employer are subject to continual revision as actual results are
compared to past expectations and new estimates are made about the future.
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NOTE 8 Postemployment Benefits Other Than Pensions (cont’d)

Actuarial Methods and Assumptions

Projections of benefits are based on the substantive plan (the plan as understood by the employer and
plan members) and include the types of benefits in force at the valuation date and the pattern of sharing
benefit costs between the District and the plan members to that point. Actuarial valuations involve the
use of future estimates that are subject to continual revision. These calculations reflect a long-term
perspective and employ methods and assumptions that are designed to reduce short-term volatility in
actuarial accrued liabilities and the actuarial value of assets. Significant methods and assumptions were
as follows:

Valuation date June 30, 2015
Actuarial cost method Entry age normal
Amortization method Level percent of payroll

Remainng amortization method 24 years as of valuation date
Actuarial assumptions:

Prefunding 100% of Annual Required Contribution (ARC)
Investment rate of return 7.00%
Payroll growth 3.00%
Healthcare cost trend rate:
Year PPO HMO PEMHCA
2015 Actual Actual Actual
2016 Actual Actual Actual
2017 7.0% 6.5% 4.0%
2018 6.5% 6.0% 4.0%
2019 6.0% 5.5% 4.0%
2020 5.5% 5.0% 4.0%
2021+ 5.0% 5.0% 4.0%
Plan participants Active Retired Total
619 360 979

Initial unfunded liabilities are amortized over a fixed (closed) 30-year period. This period was restarted
for the June 30, 2008 valuation. When the amortization period reaches 15 years, new gains and losses
will be amortized over a rolling (open) 15-year period and plan and assumption changes will be amortized
over a fixed (closed) 20-year-year period.




EASTERN MUNICIPAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 9 Restricted and Unrestricted Net Position

Restricted Net Position

Net Position restricted for debt service/covenants represent constraints required by the District’s Master
Resolution and third party general obligation bondholders.

Net Position restricted for construction represent constraints on legally restricted funds received and
unspent from developers as required by State law.

Unrestricted Net Position

As required by GASB Statement No. 34, net position has been classified according to guidelines established
for restricted net position. The unrestricted net position, although not legally restricted, has been
established pursuant to Board Resolution No. 3359 and is primarily composed of reserves for various
purposes.

NOTE 10 Commitments

Construction Contracts

The District is committed to approximately $78,716,069 of open construction contracts as of June 30,
2016. The contracts with the largest remaining balances include:

Contract Balance To

Amount Complete
TVRWRF 23 MGD Expansion S 72,000,943 S 68,304,824
North Trumble Recycled Water Ponds 8,163,252 3,188,981
Redlands/Hemlock Booster Sta. & Pipe 4,123,919 2,507,120
Sun City Lift Station Odor CTRL IMPV 2,563,120 2,431,870
Palm Avenue Pipeline Replacement 820,900 790,900
County Water Company Consolidation 1,577,836 454,715
Menifee/Perris | Desalter Noise Abatement 627,000 448,000
Well 38 Drilling 2,629,838 238,144
TVRWREF Solar DB PH2B 2,691,361 164,737
Well 64 Drilling 884,436 108,187

TOTAL S 96,082,605 S 78,637,478
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE 10 Commitments (cont’d)

Claims and Judgments

The District is exposed to various risks of loss related to torts, theft, damage, and destruction of assets,
error and omissions, road and walkway design hazards, vehicle accidents and flooding for which the
District maintains various insurance programs. The District has entered into contracts to oversee and
administer these programs.

The District maintains excess insurance coverage of $10,000,000 per occurrence with a $750,000 self-
insured retention per incident for losses sustained because of liability imposed on the District by the
Workers’ Compensation Act. For general liability, the District maintains excess insurance coverage of
$30,000,000 per occurrence with a $1,000,000 self-insured retention.

Liabilities are recorded when it is probable that a loss has been incurred and the amount of the loss can
be reasonably estimated. The liability for claims and judgments is included in other accrued expenses. The
District did not have any non-incremental claims adjustment expenses that needed to be included as part
of the unpaid claims liability. In November 2012, a workers compensation claim stipulated was reached,
which included a present value of $5.3 million in future payments calculated using a discount rate of 3
percent over 30 years. Changes in claims payable for the years ended June 30 are as follows:

Beginning Ending Due
Balance Balance Within
June 30,2015 Additions Deletions June 30,2016 One Year
General Liability S 353,367 S 140,372 S (202,949) $ 290,790 S 290,790
Workers Compensation 6,853,926 1,106,514 (1,062,074) 6,898,366 1,000,000
Equipment Damage - 68,079 (68,079) - -
Dental 33,789 - (33,789) - -
S 7,241,082 $ 1,314965 S (1,366,891) $ 7,189,156 S 1,290,790
2016 2015
Unpaid claims, beginning S 7,241,082 S 7,517,020
Incurred claims and changes in estimates 1,314,965 1,931,296
Claim payments (1,366,891) (2,207,234)
Unpaid claims, ending S 7,189,156 S 7,241,082

There was no significant reduction in insurance coverage by major categories of risk from fiscal year 2015
to 2016. There were no settlements that exceeded insurance coverage for the two prior fiscal years ended
June 30, 2016 and June 30, 2015. However, the stipulation discussed above did exceed the District’s
coverage at the time of the legal decision and the District subsequently purchased excess insurance
coverage.
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NOTE 10 Commitments (cont’d)

Soboba Settlement Act

The District is a party to the Soboba Settlement Act (Act). This Act was signed into Law by the President
of the United States of America on July 31, 2008 and approved the Settlement Agreement between the
Soboba Band of Luisefio Indians; the United States of America (as trustee for the Soboba Tribe); the Lake
Hemet Municipal Water District (LHMWD), the Metropolitan Water District of Southern California (MWD),
and the District. The Soboba Tribe negotiated a water rights claim with these local water districts for the
Tribe’s lost water resources from springs and creeks on its reservation caused by construction of the San
Jacinto Tunnel by MWD, and by construction of Lake Hemet by the LHMWD. Notice regarding the
statement of findings for the act was published in the Federal Register on November 28, 2011 and the
Settlement Agreement became enforceable.

The Settlement Agreement provides that:

L

The Tribe shall have a senior rights to 9,000 acre feet of water each year;

b. The local agencies shall develop a groundwater management plan (and a committee to operate
that plan);

C. The District shall contract with MWD for a long term water supply agreement to bring 7,500
acre feet of additional imported settlement water into the area each year to meet the current
and future needs;

d. The local agencies shall construct facilities to bring in the additional water and recharge it into
the groundwater basin;

e. The groundwater management plan is to include arrangements between the municipal
pumpers in the area (LHMWD, the cities of Hemet and San Jacinto, and the District) regarding
limitations on pumping from the groundwater basin;

f. The federal government shall provide some funding for compliance with the agreement; and,

g. MWD and the District will transfer land that each agency owns to the Tribe in full satisfaction

of the tribe’s damages because of construction of the San Jacinto Tunnel.

The District’s share for the construction of the facilities and use of Tribe's water is estimated to be
$8,966,222. The District and local agencies established a financing plan for the construction costs of the
facilities. This plan is based upon the repayment schedule for the 2008H COP and requires the local
agencies to contribute towards principal payments totaling $12,998,778 and interest payments at their
proportionate share. All amounts paid or accrued relating to the financing plan are recorded on the
District’s books.

In association with this settlement agreement, the stipulated judgment required that a watermaster be
established to develop and implement a groundwater management plan and administer the provisions of
the judgment. The Hemet-San Jacinto Watermaster (Watermaster) was established on April 18, 2013
and began operations in June 2013. Prior to formation of the Watermaster, the local agencies established
an interim plan for imported water deliveries from MWD for in-lieu and replenishment water. The local
agencies have agreed that the District will continue to purchase and deliver in-lieu and replenishment
settlement water and bill the agencies directly on behalf of the Watermaster. The District recorded a
$655,394 receivable from the agencies on behalf of the Watermaster for outstanding billings of imported
settlement water deliveries as of June 30, 2016.
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NOTE 10 Commitments (cont’d)

Soboba Settlement Act (continued)

Due to the extended drought conditions and limited water supply available for recharge, there are
outstanding obligations of imported settlement water: for calendar year 2014, the outstanding obligation
is 3,746 acre feet; for calendar year 2015, the outstanding obligation is 7,500 acre feet. As of June 30,
2016, there has been 1,809 acre feet of imported settlement water available for recharge towards the
calendar year 2016 annual obligation of 7,500 acre feet. As water supply continues to remain available,
the outstanding obligations will be subsequently reduced. The District’s share of imported settlement
water for calendar year 2016 that was recorded in Fiscal Year 2015-16 was 610 acre feet.

In June, 2013, the District established a methodology for valuing its share of the native groundwater in
the Hemet-San Jacinto Groundwater Basin, including additions and withdrawals. The District recorded
$2,602,072 and $2,532,821 in water inventory for the fiscal years ended June 30, 2016 and June 30, 2015,
respectively. The District’s methodology identifies various water layers in the basin and assigns a zero
dollar value to native water, with additions of imported settlement water valued at purchased cost and
withdrawals valued at a weighted average cost of all inventory layers. The following table illustrates the
changes in water inventory for the fiscal year ended June 30, 2016.

Beginning Ending
Balance Balance
June 30, 2015 Additions Reductions June 30, 2016
Acre feet 70,873 9,910 (7,384) 73,399
Dollar value S 2,532,821 S 333,136 S (263,885) S 2,602,072

Special Funding District Bonds

These bonds are not direct liabilities of the District, and their payment is secured by valid liens on certain
lands. Reserves have been established from the bond proceeds to meet delinquencies, should they occur.
Neither the faith and credit nor the taxing power of the District is pledged to the payment of the bonds.
If delinquencies occur beyond the amounts held in those reserves, the District has no duty to pay those
delinquencies out of any other available funds. The District acts solely as an agent for those paying
assessments or special taxes and the bondholders. The Special Funding District Bonds outstanding at June
30, 2016 was $198,016,223. These are not included in the District’s financial statements.

NOTE 11 Contingencies

The District is a defendant in various legal actions. Management believes that the ultimate resolution of
these actions will not have a significant effect on the District’s financial position or results of operations.
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NOTE 12 Santa Ana Watershed Project Authority

The District became a member of the Santa Ana Watershed Project Authority (SAWPA) in September
1984. SAWPA was formed in 1975, pursuant to the provisions of Article 1, Chapter 5, Division 7, Title 1 of
the Government Code of the State of California relating to the joint exercise powers common to public
agencies. The purpose of SAWPA is to undertake projects for water quality control and protection and
pollution abatement in the Santa Ana Watershed. The authority is governed by a 5-member Commission,
consisting of one member from each of the five-member agencies; an alternate from each member agency
is also designated. The Commission members select a Commissioner and an alternate.

According to the latest available audited financial statements, as of June 30, 2015 SAWPA had total assets
of $173,051,031 and total net assets of $65,034,558. SAWPA Financial Statements can be obtained by
contacting SAWPA at 11615 Sterling Avenue, Riverside, CA 92503 or at www.sawpa.org. The District does
not have a measurable equity interest in SAWPA.

NOTE 13 Advances from Developers

The District receives deposits from developers in advance to cover various costs for both sewer and water
related projects. At June 30, 2016, the amount of refundable deposits was $17,918,955. When a project
is closed, the developer is refunded only the amount remaining after offsetting all accumulated
construction in progress costs. If costs exceed the deposit amount during the project, the developer is
billed for additional deposits.

NOTE 14 Subsequent Events

In September 2016, the District issued $124,925,000 in Refunding Revenue Bonds, Series 2016B. The net
proceeds were issued to provide funds to advance refund the District’s 2008H COPs. S&P, Moody’s, and
Fitch Ratings have assigned the 2016B Bonds and the District’s subordinate obligations the ratings of AA,
Aa3 and AA+, respectively. In September 2016, the District’s senior obligations were rated AA+, Aa2, and
AAA by S&P, Moody’s, and Fitch Ratings, respectively.
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REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2016

Schedule of Changes in Net Pension Liability and Related
Ratios During the Measurement Period
Last Ten Fiscal Years *

Measurement Period 2014-2015 2013-2014

Total Pension Liability
Service Cost S 7,679,279 S 7,775,568
Interest 26,241,865 24,817,574
Changes of Benefit Terms - -
Difference between Expected and Actual Experience (117,683) -
Changes of Assumptions (6,714,237) -
Benefit Payments, Including Refunds of Employee Contributions (13,746,546) (13,419,729)
Net Change in Total Pension Liability 13,342,678 19,173,413
Total Pension Liability - Beginning 352,896,476 333,723,063
Total Pension Liability - Ending (a) S 366,239,154 S 352,896,476

Plan Fiduciary Net Position

Contributions - Employer S 8,161,529 S 7,786,103
Contributions - Employee 4,204,174 4,510,815
Net Investment Income 6,028,932 40,103,890
Benefit Payments, Including Refunds of Employee Contributions (13,746,546) (13,419,729)
Other Changes in Net Fiduciary Position (303,937) -
Net Change in Fiduciary Net Position 4,344,152 38,981,079
Plan Fiduciary Net Position - Beginning 265,687,336 226,706,257
Plan Fiduciary Net Position - Ending (b) S 270,031,488 S 265,687,336
Plan Net Pension Liability - Ending (a) - (b) S 96,207,666 S 87,209,140
Pension Liability 73.73% 75.29%
Covered Employee Payroll S 50,202,213 S 48,184,720
Plan Net Pension Liability as a Percentage of Covered

Employee Payroll 191.64% 180.99%

*Fiscal Year 2015 was the first year of implementation, therefore, only two years are shown above.

Notes To Schedule:

Benefit Changes: The figures above do not include any liability impact that may have resulted from plan
changes which occurred after June 30, 2015. This applies to voluntary benefit changes as well as any
offers of Two Years Additional Service Credit.

Changes in Assumptions: The discount rate was changed from 7.5 percent (net of administrative

expense) to 7.65 percent.
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Schedule of Pension Plan Contributions
Last Ten Fiscal Years*

Fiscal Year
2014-2015 2015-2016

Actuarially Determined Contribution S 8,160,464 S 8,782,080
Contributions in Relation to the Actuarially

Determined Contribution (8,160,464) (8,782,080)
Contribution Deficiency (Excess) S - S -
Covered Employee Payroll S 50,202,213 S 51,119,170
Contributions as a Percentage of Covered

Employee Payroll 16.26% 17.18%

*Fiscal Year 2015 was the first year of implementation, therefore, only two years are shown above.

Notes to Schedule:
The actuarial methods and assumptions used to set the actuarially determined contributions for Fiscal
Year 2015-16 were from the June 30, 2013 public agency valuations.

Actuarial Cost Method Entry Age Normal Cost

Amortization Method/Period Level Percent of Payroll’

Asset Valuation Method Market Value'

Inflation 2.75%

Salary Increase Varies by entry age and service

Payroll Growth 3.00%

Investment Rate of Return 7.50%, net of Pension Plan Investment Expenses

Retirement Age The probabilities of retirement was developed
based on CalPERS' specific data.

Mortality The mortality assumptions are based on mortality

rates resulting from the most recent CalPERS
Experience Study adopted by the CalPERS Board,
first used in the June 30, 2009 valuation.

T For details, see June 30, 2013 Funding Valuation Report
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OPEB Funding Progress
The following table (dollar amounts in millions) shows a three-year history for the funded status of the District's

agent multiple-employer defined benefit OPEB plan. The information reflects the most recent valuation and
the previous biennial valuation.

Entry Age Unfunded
Actuarial Actuarial Actuarial Unfunded Actuarial AAlLasa

Fiscal Year Valuation Accrued Value of Accrued Funded Covered Percentage

Impacted Date Liability Assets Liability Ratio Payroll of Payroll
06/30/13 06/30/11 S 130.1 S 27 S 127.5 2.0% S 49.2 259.1%
06/30/14 06/30/13 94.7 6.9 87.8 7.0% 51.5 170.5%

06/30/15 06/30/15 100.4 14.2 86.1 14.2% 47.8 180.2%
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STATISTICAL SECTION

This section of the District’s comprehensive annual financial report presents detailed information as a context
for understanding what the information in the accompanying financial statements, notes disclosures, and
required supplementary information says about the District’s overall financial health.

Contents
Financial Trends

These schedules contain trend information to help the reader understand how the District’s financial
performance and well-being have changed over time.

Revenue Capacity

These schedules contain information to help the reader assess the factors affecting the District’s ability to
generate revenues.

Debt Capacity

These schedules present information to help the reader assess the affordability of the District’s current levels
of outstanding debt and the District’s ability to issue additional debt in the future.

Demographic and Economic Information

These schedules offer demographic and economic indicators to help the reader understand the environment
within which the District’s financial activities take place and to help make comparisons over time and with
other agencies.

Operating Information

These schedules contain information about the District’s operations and resources to help the reader
understand how the District’s financial information relates to the services the District provides and the
activities it performs.

Sources

Unless otherwise noted, the information in these schedules is derived from the comprehensive annual
financial reports for the relevant year.




Juawisnipe 89 gSyo dY3 UO UOIIBWIOJUI DIOW 40}
JUSW=3e3s [elouBULY 3Y) 01 GT 10N 01 J3Jay *(£88°9SZ'€0TS 40 uawisnlpe pouad Joud 1au e sapnjoul Jeah Joud wouy a8ueyd ‘uonejuswajdwi gSYO SIY3 J0 3Nl e Sy "GTOT ‘0E dunf papud JeaA |edsi) 8yl 10} T/ pue 89 SON JUaWle1S gSyo pajuswajduil 1013sIg 8yl |

910N
%6°C %L~ %C'T %E0- %L'0 %6°0 %9 %L'E %L'S %6'6 9se3JoU| %
SYT'SIS0ST  $ 898'0L9'LLY'T S 9Z6'TLS0SST S L6T'606'LTST S 0v6'686'TZST S G98'S98'TIST § 98ISY'86Y'T S wr'orsTEr'T S S0T'SZ9'68ET  $ €E0'T6LTZET S uoiyisod jau [e30 ] &
(198'7L6'T) (069'T¥8'L) €6L'ESEVET 88SCIS'8YT 0vS'£98'9TT SSY'8LY'9€ET 0v9'62T'62T 982't8v’0CT LSY'968'T0T T0v'2£9'T9 pajuisaiun
888'597'8€ 9EY'LYE OV ¥50'661'St 6VT'SLE9S T09'€TS'66 997'€80°LTT 79€'LL6°0ST 75190697 9ZE'LTY'EET 9/L'89T'8€T uo13N.13su03 104 Pa1dLISaY
869'87€°08 S8L'689'VL €19'579°0L 0€T'89T'EL 06T'E€EEY9 ETE'EEY'S9 859'060'59 856'8177'8S S8E'EVY'9S YOT'LLE'LS SJUBUSAOI/3IINIBS

103p 40} Pa1dLIISAY
0TY'SL8'EOV'T S LEEILVOLET S 99Y'€6E00ET S OET'ESL'6ETT S 60S'SLTTETT S 1€8'0£8C8T'T S 98T'SST'EST'T  § LSY'LYL'YS0T S LE6'L99'L60T S TSLTLY'E96 S sjasse |eided

Ul JUSWIASIAUI 31BN

910¢ 15102 v10¢ €10¢ (41114 T10C (11114 600C 800C £00z

siedj [easly uaj ise]

juauodwo) Aq uonisod 18N

191181 J31e [edidiunyy usaiseg

NOILO3S TVOIILSILV1S




'$393(0.4d 1IN0 3502 01 S10J43 BPIM 1011SIQ 01 NP STOZ PUB OTOZ Ul PAsEadul pue AJIAIIDE UOIIDNIISUOD JBMO| 0] aNnp

TTOT PUe 600C ‘800 Ul pasealdap unowe siyl £00¢ 01 ¥00Z WOJ) 94n1dNJ1SeIjul PRINGLIUOD Ul S9SEaJJUl 9yl JOJ JUNOIJE SUOIPUOD 13)Jew pue yimoad ol Suirejal AllAIloe uoidnIIsuod JaysiH S
‘(98ed Suimo||o) 9yl uo uodau |eallsiiels 924nos Aq anuanal 93s) 9TOZ 01 0TOZ 404 suolngluIuod [euded ul papn|dul

2JB UOI||IW 8'ZS PUB T°ZS ‘TS ‘S'OTS ‘9°2TS ‘9'STS ‘£°SS 8uljerol syjuedd |eyded *QT0¢ 03 Joud sasuadxe pue sanuanal uizesado-uou ul papn|dul aJe sanuaAaJ jueld [eyded pue uijelsado |ejo] ¢
‘sasuadxa 8uiyesado ul papnjoul

2J4e 9TQZ 01 800¢ S4e3A |edSI) 10 uol||IW G'6S PUB 9°8S ‘©'8S ‘6'TTS ‘€'GTS ‘S'TTS ‘T'ITS ‘6°8S ‘2°9S 40 asuadxa syiyauaq uawAoldwa-1sod J1ay1o 18u ‘8O0z Ul paiuawa|dwil Sem G "ON 1USWILIS 9SO ¢
'24n1onJ1s a1ed

J91eM [1B134 211SSWOP 3y] uawi|dwod 01 pausisap S| 24n1oNJ1s Siy L 'siuednddo pjoyasnoy JO Jaquinu 3yl uo paseq pajuswa|dwi sem ASojopoyiaw Joamas 1.l }20|q Mau e ‘€Tz Aenugaj u) ,
"$10}49 UOIIBAIDSUOD 0] NP PaseaJdap sual1} 9say3 ul s8ulfjigq ‘0T0g Ul SuluuiSag siail |njaisem asn-1ay3iy ay3 ul a49m s3ulj|iq JuediHusis U9Aamoy ‘|eJinau anuaAal 94

01 paudisap SeM 24n1oNJs SIY] 's1awolsnd adedspue| pue |elluapisal Ajiwelinnw pue a|3uls 104 31n1oNJ1S a1ed J31eM paJall paseq-1a8png e pajuswa|dwi 1011sI3 3y ‘600¢ |HMdy ul Suluuidag |

1S910N
LLTYY8TY 6€0'9Y9°LE 8€T'B6T'S L19°SL9°SL (6L€LLr0L) TI88LLTTT 859'686VST G99°€€8'E6 9Ty LSY'TTT 9102
578'85€°0€ CT0'T1T'6S (£81258'87) SEV'T66'6Y (zeo'vvssL) 968'T8L9TT 9YTTL8°C9T 897'€TSE8 TST'S6TLTT S10C
6¢L'799Ce 80£'978'8Y (6£5°€919T) 979'18€°LS (S0T'sys’eL) 96€£°02LTTT 06Y'vLL'€E9T 905'see'6L SLT'veL'Tet vT0Z
(169vS) S78°9v¥0€ (9151050¢) S90'8¢S'SY (185620°9L) PTT'691'80T T'0S6'7ST TLT'EE9VL $08'9SY'CTT €10C
SL0'vTTI0T 6L8°0€L°9S (¥08'9099%) T9LSv8‘ee (95°est08) 86Y°08L°L0T LS6'TES'SVT 879'8TT'TL T TYL VOt z10e
6TO'ETV'ET €LT0ES6E (rST'LTT'92) €¥0°80C TV (£61°S2€°L9) 605,986 £88'T86LET YS9VITL9 S¥5'600°0T 1102
L08786'8¢ L€9'69€6Y (0€8’98¢’0T) 769'T69°TS (zzs'8L029) EVT'TOE 96 €LT TV VET €96'£€6'S9 T€0'LYL 0T 0102
LEE'STE Y 805'TZ8vE 678'€60'8 879'€T9'6S (618615°19) S6£°629'76 TLL'STSCeT 816'TT9'C9 6CV'€T0'€0T 6002
TLO'YESLY ¥0L'0S€E'8€E 89€'€8Y'6¢ 966'TT6'06 (879'8t1'19) €95°£10°06 GES'6TISTTT 878'CL6'9S Tr9'SET V6 800¢
0v£'T09'8TT LSE9SLLS €8€S8°09 878'629'90T (svv'v8Lsy) 0€8'€S8'LL 9VT'LLI'ETT TrL'990°eS 68L°6L9°C6 £00T
uonisod mm:O_u:n_‘_u:OU suonnquuo) vﬁwwm:wﬁxwv SSO1 J9}emalsem\ J9leM\ 191eMalse 21\ Jea\
19N ul |ende) |ende) aiojag /sanuanay Sunesado eSasuadxy S9NUIAJY |easiq4

adueyd awodu| Sunesadouop Sunesado Sunesadp

SiedA |edslq ua] iseq
uonisod 19N ui sasuey)d
1013s1q 4918/ |edidiunipl UIdlse]

NOILO3S TVOIILSILV1S
B

95



‘sanuanas Juess [epded pue Suiesado apnjoul SJUNOWY *BNUBASJ JBY10 10 SUOIINGLIIUOI |eYded SB UMOYS 94aM sjunowe asay) ‘Ajsnoiaaid {200z SuluuiSaq pajels Ajaleledas alom sanuaal Juel
*1e3A 8y} 104 Sp|3IA 83BJI9AR JI9MO| PUB SIUBWIISBAUL 4O BN|BA JiR} Ul 9SBID3P UOI||IW £ €S € Sulplodal 03 sajeal Ajuewnd €70 104 Junowe pasealdap ayL 'sp|alA a3elane 1amo| 03 Ajuiew sajejal
ZTOT 404 JUNOWE Pasealdap YL "SIUBWIISIAUI JO N[BA J1Bj U] 9SBSII3P UOI||IW Z'€$ € SuIpJ0d31 pUB SpUNy UOIIINIISUOD PRISAAUL JO [9A3] JaMO] B 0 s33e|al Ajewud asealdap 3yl ‘TT0Z 104 "spuny
JUBNSS| pUOg 0D PUE dOD PRISDAUI 01 31B[3J SJUNOWE PIseaJdul 3yl ‘0T0Z-800Z 404 "Sp|alA a8elane Jaysiy pue aduejeq oljoj1iod a8elane Jaysiy e 01 anp s1 800Z-£00T 404 SW0dUI 1531331 Paseadu| g
€10z Aenuer u asealoul
91BJ B PUE SUOI}I3UUOD PIPPE 0} S1e[aJ £TOZ Ul JUNOWE PISEAIIUI BY] UOISSIIDI |BIJUBULY SPIMUOIIRU B} 01 SUNB|3J ZTOZ-L00T Ul AJAIIIE UOIIDNIISUOD JOMO| 0} BNP SI S99} UOIIIBUUOI Ul 3SEAIIBP BYL T
‘aseq Jawoisnd ul r_u\SQhM pue suollen|eA passasse Ul asealdul
%0¢ B 0} NP OS|e S| ISeAIOUI BY| 'SIUSWUIAAO0S |BI0] WU Iys Xel Auadoid pajepuew a1eis ay} 03 anp sieah omi Joud ay) 104 JaMO| a1am Yoiym ‘saxel Auadoud Jo ateys [|n) s3I PaAIadal 101ISIg 9Y1 ‘2002 Ul ‘T

:s910N
Yoo syue o0 1saJa3u @ s9a4j uuo) O Agpuers@ soxe| @ pajohoay @ Jamas@ uoneSuJ| @ onsawoq @
ITUC ST0C 14194 TTIUC CTUC TTUC UTUC BUUC BUUC ZUUC
0S$
0%
0S$
00T$
0ST$ W
5
=1
002$
0s¢$
00€$
0Se$
86G'8€0'8TE %6V OTT'06¥'ST %6°0 Y29€C8'T %9'T £5S6°950°S %Y V1T ¥8L'STL'SY %8'T we'vsL's %9'TT 06£'9/8'9€ %T'T 608'879°9 % LT 958'v8T'L8 %9°'T 8TLLET'S %L EE 80L'6TE'LOT 910C
€00'TT6°8LT %L'E LST'TTL'8 %Y1 78E'0€8'E %60~ (£29'e65°T) %101 ST9'L0E'8T %1'T 991'SEL'S %CCT 085°00T V€ %ET €9/'76€9 %L'LT S0S°0CTLL %C'T TY9'SEVE %801 TIS'6S8'ETT ST0T
€00°0vT°06¢C %E'E 0£9'229'6 %8'T 08L'%1Z'S %L'T €8S'ET6Y %01 T98'6VT'0€ %0°C 165°00LS %CTT LE€8'8LSTE %1'T 0Zi'STT'9 %C'ST 980°00T'€L %' T 220620 %601 €GT'S69'8TT v10C
80€'655°89¢ %9°€ 12€'6L56 %LV TIS'€0SCT %E°0 SE6'TES %9°L S8T‘V9E‘0T %L'T €ST'SEY’S %LCT 87T'SSS'TCE %1'T €v0°9L9°S %L'ST 8TT'/56'89 %L°0 079'886'T %11V v61'89%°0TT €10C
91£'0T0°69¢ %€V TIS'€EESTT %58 §65°9T6'TT %V'E €75'80C6 %SV 978'0ST'CT %1'T 199°009'S %8'TT 0SL'0€L'TE %6'T 98T'SET’S %S 29v'€86'59 %9°0 6€0'STS'T %V"8€ €02°92C€0T k41114
S88'CL9'61C %LV TEY'LTTOT %S9 906'LET'9T %0°€ TSE'ESS'L %EV ¥67'ST8'0T %C'T 818'695'S %L S89'7SE‘0E %8'T €T6'70SY %L'ST T€L'609'C9 %L°0 SSTTIST %10t 062'86T°00T T10C
97Z'€0T'€ST %Y 660°0TS0T %' LLS'€90°9 %E'9 80%'820°9T %1'S 676°0TOET %L'T 800°9¥Z'S %EET TTZ'65S€E %9'T $99'250Y %S VT 867'S88'T9 %8°0 €ST'LY0'T %8'6€ 8.1'669°00T otoz
8Y6'9TE'6SC %0°'v 9.9'vT0T %S 818'99%'9 %YL TT0'€60°6T %69 SY0'68LLT %6'T 9L0'STO’'S %S'ET SL6°T0T'SE %Y'T 0ET'TLL'E %LTT 88.'688'8S %8°0 €€9'SY0'C %6'8€ 96L'£96°00T 600C
2L6°0v0°0LT %S 186£98€T el 966'T9Z'TT %L’'L 1856L5°0C %Y1 £89'90£0€ %8'T ¥S1'898'y %6'€T €0T'8Y9'LE %6°0 959%95C %1°0C TLT'80Y'YS %8°0 867°TLZ'T %0'vE YYEYI8TE 800
ST6'S9E'18T %E'E 686'TZEG %9°T 69L'865 %01 8€S/8T'6T %881 €9€'V68TS %L'T L6T°L99'Y %1 8TY'6Y8VE %0'T 8TEBYL'T %6°LT vIY'8TE0S %Y°0 €€9€80'T %S'CE 951°965'16 £00T
sanuanay leloL 1PY10 |exoy JSwuein |exoy Lwoau |eloL 5934 |exoy sjuwssy |elol Sluwssy |eroL sajes lexoy sasieyd |eloL sajes |exoL sajes FCEENN
|eloL 0% 0% 0% 159193U) 10% 199uUu0) 10% Agpuers 10% 3 saxe] 0% 118N 10% ELIIVENS 0% 1218 0% 1018 |easiy
papAray 19Mas Sy 3 8y ansawoq

s1eaj |easly ua] Iseq
22un0s Aq sanuanay
113s1Q Ja1e [edIdiuniAl uisse]

NOILO3S TVOIILSILV1S
B

96



‘D71 Z OUIde[ UBS YUM 1UINSME]| B 10J SjuswAed Juawallas ulu W £°G$ pue s114auaq uolleulwlal AJejun|oA Joj u w €S JO S1500
SwWil-au0o pappe 031 Ajulew sa31e|aJ ZTOZ Ul @SeaJdul 3y "Isataiul pouad uoi3dniisuod pazijeyuded jo ‘AjaAndadsal ‘uol|jiw 9°8$ pue £ 9$ Suipiodal 03 saie[al Ajuewid TTOZ pue 0TOZ Ul 8sea429p 3yl "€
1502 9340 |B101 SB UMOYs pue salio8a1ed asuadxa Suijesado 19Ylo Wod) paAOWL 319M $150D 08-noA-se-Aed g3d40 ‘ZT0Z Ul SuluuiSag "800Z U! S "ON 1USWa1e1S gSyo pajusawa|dwi 1011sIg 9yl *
*an13sa4 Ajljigel| uolesuadwod s,49)J0M Ul 3SEaJdUl UOol||IW 'S e Sulpiodal 03 s@ie|as Ajluewnd QTOZ Ul @sealdul 8yl ‘600¢ ul Suluuidaq sanuanads Suizesadouou

o~

13410 01 P31YISSE|ID4 IIM YDIYM SPUNS SDIAISS [EUIDIUI 19U 4O UOIIEDIIJISSE|DU B AQ 19540 SEM JUNOWE SIY| "S1J0}43 JUSWUIEIUOD-1SOD SPIM-JudWliedap pue IINSMe| 3y3 JO JUSWI|113s
01 s21e|a4 Ajuewud 00T Ul 9SB3423p YL Ul PIAJOAUI SEM 111SId 3Y1 LINSME| B 10) 9suadxa |e8a| pasealdul 01 sale(as Ajiewud 800Z Ul S984eyd aAeJISIUILUPE pue |eJ9uSas Ul 9seasdul 3yl ‘T

:S910N
Bunesadop-uoN O gidon uonepaudag veom sdO pa2Aley @ sdo Jomas @ sdQ 421N O 191\ paseydind @
9102 STOZ vT0C €102 2102 TT0Z 0TO0Z 6002 8002 2002
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 [ ow
- 0S$
- 00T$
- OSTS$
=
- 002$ 5
=
- 0S2Z$
- 00€$
- 0SE$
~
=)
09€0v8'2TE %S TT 068TLO'9E %0°€ LL5'8LY'6 %S°0€ 85820€'S6 %56 ¥9€£89'6C %0°C 916°£8T9 %S €T 902's60'2Y %6°€T £80T8S'EV %T°9T Z9v'VEE0S 9102
06T€9L'L0E %16 8YT'0TT'8T %8'CT 0008958 %6°8C T6L0€8'88 %E'6 920°£L9'8C %0°C 6S2'TOT9 %6 €T LY6'EVL'TY %8 vT 0TS‘T69'SY %T°6T 600°070'6S STO0T
9£7'850°20€ %8'8 06€'€95'9C %8°C 000'8SE'8 %TLT 67SLE0'T8 %V'6 60°CSE'8T %0°C CLET66'S %T VT AZA() Vara 4 %9V LOS‘E6T VY %T'TT 889°0S8°€9 147114
926609'88C %88 0LE06Y'ST %1V 000'2S8'TT %L°9T 182291 LL %86 6T5'26€°8T %T°C 092266'S %0°vT veL'6LT'OY %C vT ST6'v66°07 %€°0T LY8'St'8S €102
0SZ'¥90°€6T %S°CT S6L'TSL'9E %T'S 000'982'ST %0°ST 27T9'69€'EL %E'6 86STIT'LT %0°C sS0T'8vLSs %TvT 908‘80€'TY %6°€T T€T'68L°0F %0°8T €66°L69°CS z102
120°0L1°09C %16 szo'oeL'se %S°€ 289'081°6 %T°ST T667SE'SO %€°0T 8£5°20L'9T %ET Z0S‘€E0T9 %6°ST €88'LYTTY %6°ST 0T6'V9E'TY %6°LT 058'68Y'9r TT0Z
0€L'vT8'LST %S0T vTT'T90°LT %S'€ LSO'TET6 %0°ET LLLLYE'6S %LTT 0£9°952°0€ %T°'C 6€0°99t'S %b°ST LYLLS9'6E %S°ST LYY L96'6€ %Z°8T 6LT'9€6°9Y otoz
6TT'€CTTST %9°'ET €S6°LLO'VE %8°'C TLY'S90°L %LTT €50°SYS VS %6°0T 96T TLY LT %6°T Lyv'6VLY %t°9T £0S°09TTY %E°9T 689'VE8‘OV %91 €08'8TETY 6002
¥09°LSS'0VT %9°'TT 905°020'8C %9°C 6v6'8129 %ETT 8ES0E0'TS %S°CT Z6L'8ET0E %T°C 9TT'TLOS %9°9T ovL‘9L6'6E %0°9T €ES'LYY'8E %ELT OEV'ESI'TY 8002
zeS'0zs0ze %TET 955686'8C %0°0 - %S0T 6€8'SST'SY %S'TT Lv0'T6T'ST %0°C SET'6LEY %0°LT 299v0v'LE %0°9T T9S'TEESE %6°6T 2EL'998'EY £00Z
sasuadx3 |exol mmwm:wnxm |jelol .93d0 |elol Howy |exol Luwpy |elol suonesadQ |jelol suonesado |elol suonesadQ |elol FEFCTYY FEEYN
|erol 0% Sunesado Jo0 % BN Jo % 3 0% g |eJBUID Jo0 % a91e M\ Jo % 1amas 30 % J91eM\ Jo % paseyound |easiy
-UoN |eroL -adaqg pajpAiay

Si1eaA |edsld ua] ise
uonoung Aq sasuadx3
31213S1Q 491/ |BdIDIUniA] UIlSe]

NOILO3S TVOIILSILV1S
L T T T ——



-a8esn o13sawop adeaspue| pue [el3uapIsal AjlWe-I3NW pue Ajiwey-a|Suls 10} 94n3dNJ3s 91 paJal}
paseq-198pnq e pajuawajdwi 1913SId 343 ‘6002 [Mdy Ul SJSWO03ISND (1814 J13SAWIOP [|B 104 S1030.) 1919w a81eyd paxiy Ajlep ay3 pasiAaJ 10u3sid ay3 ‘600 Adenuer u| °g

‘S|aA3| MO}

uodn paseq s3509 Wa1sAs J91BMISEM YUM saSJeyd usije 49339q 03 SIUBANIIO0 P|OYISNOY JO JaqUINU 3y sasn AS0|OpOoYIaW SIYL 2JN1oNJ3S 3.l J91eMm |ie3al
21353WOP Y3 JuswWIdwod 03 pajuswaljdwi sem AS0|OpOYIaW JOM3S 33 320|q MU B ‘STOZ Adenigad U] “39IAJSS JO YIUOW 3UO 10} 31kl 98BIIAR U S| UMOYS d1eY 't
‘suoj|es gi/ 40 J91eM 40 31334 21gn OOT S! 3UN Suljjig v “sHuUN Suljjiq 0Z 410} 91eJ 98BJIIAR U S| UMOYS d3BY “E
*, T Suipn|oul pue 03 dn sis3awW 10y a81eyd paxiy Ajlep 8yl UO paseq S| UMOYS d1eY ‘7
‘suoj||iw uj pajuasaid ale suojjen ‘T
*191eM P3[2A281 BPN|OUI 30U SBOP BAOJE PaR0dal UOIIBWLION| 3Y L

:S910N
¢1°0€ 99°LS 6511 €8Y'ST %€'6 9TY'e S69°€T 980°C 809°T¢ TCT'9C S8C°C 08y 91061 9T0¢
T0°L¢C 9L'€S 9T'1T YEEQIT %Y € 1.6 68Y°LT 6vV'T 0v09¢ 791'8¢ LTv'T 68L°E 9vT'ee S10¢
A 4
06°S¢ 0S'¢s LL°0T 68€°91 %6°9 £92°C 208'0€ 078t 786'8T 690°€E 0781 7619 £50°ST v10c
Lve ¢6'6Y ¢S°0T €9€°9T %9°L €9€°C 8€6'8C 098 8L0°8¢ T0E'1E 606‘T €89'S 60L°€T €T0C
96°€C 0S’LYy ¢S0T STr'9t %€'S 8vS‘T vw8LT 069 vSTLT T6£°6C €811 vve's S9€°CT (41174
06°¢¢ 9T'8Y ¢S°0T 50891 %89 6S6'T SI8'9C £S8 856'SC V18T V6T 0ze’s TT9°1C 1T0C
€L°CC [43°174 ¢S°0T 9EY'9T %S°L 962C LT18C 9TT'T T00'LT €TY'0€ 918T §SS°s ro'ee 0102
88'T¢ [4“mn4 ¢S°0T 8Y'91 %L'E T€T'T 9v6‘1E STTT TeL'oe LLT'EE SSY'T €e9 06€°st 600¢
85°0¢ 8€'9€ 00T 90691 %9°S 900°C Teg'ee LEST v8¢'ce LT8'SE 86 1659 1471414 800¢
79'61 ov've €v'8 98.9T %Y°9 Yov'e IpT'SE €971 €88'¢cE 0S5°LE €197 TL09 998°6¢ £00¢
Aomas <ot IS paeas] % SAY |exol lexol S g Sy onsawoq lexol si9yesag BIEITY paseyding ICE)N
adesn aseq Ja1eMBISB M paniqun pawnsuo) suojjen Padnpoid suojjen |easiq
& ] ——> 40 suojjen 1918\

o1ey 1aliqg |erol

siea |edsi4 ua] iseq
pajeal] 19}EMIISEA\ PUEB PAWINSUO) PUB PAJNPOoId 1918\

191381 4238\ |eddiun|A uIdlse]

NOILO3S TVOIILSILV1S

98



‘98esn o13sswop adedspue| pue [eljuapisaJ Ajlwej-13nw pue Ajlwe}-3j3uls 40} 94N1dNJ41S 914 paJal} paseq-193png e
pajuawa|dwi 1013sIQ 3431 ‘600¢ [Mdy U] "S19W01SNd [1B13J4 213SSWOP ||B 10} S10310e) 491w 384eyd paxiy Ajiep ayl pasiaal 1013sIQ Yl ‘600¢ Atenuer ul g
*1eaA Jyad syjuow g1 Aq papialp ‘aedA uad sAep g9g sawil ‘O1ed Ajlep a8esane pajysiom aya se
paienojes st yiuow Jad aSetane sy 'Seade 9IIAISS JOMIS G SH JO YIBD J0J 9DIAISS JOMIS 404 91 32IAISS Ajlep paxi) e siawolsnd [|e pasieyd
10143513 9Y3 ‘Ajsnolnald syuednddo pjoyasnoy Jo Jaquunu sasn Yyoiym ‘pajuswaljdwi sem ASojopoylaw Jamas 91kl 320|g Mau e ‘€Tog Aleniga{ u| g
'suoj||e8 g7/ 40 J91eM JO 193} 2I1qnd OOT S! Hun Suljjiq v ‘sHun 3uljjiq O 4104 934N UB S| UMOYS 91ty ‘T
‘uoi1oauip pieog Jad Jo uoindope JO 91ep Sy UO SAI1I944D SW023q puk A|lenuue si012a.ig JO pieogd 3yl Aq paiydope aie saley

"J91eM P3|2A24 BpPN|dUl 10U S0P dAOGE Pa1Iodal UoIIBWIO4U| Y |

:S910N
zroe ¢ ToOLZ $ OeST S Tve $ 96€r ¢ 06TC $  €LTT S 88Tz $ 850C $ v96T S ((uauow sad Sne) sazey 1amas
9s'£s ¢ 9L'€S $ 0STS $ Teer $ 0SLy $  9T8Y $  TEI $ TSTr $  8E9E $  OvYE S L (1un Bunnq sad) azes s3esn
90°669 09°TL9 88°L¥9 8T €€9 10°S€9 8T €€9 8T €€9 8T €€9 0€°08 ov'£9 u8

ST°8SS ST'9€S 80°LTS €5°50S 16905 €5°50S €5°50S €5°50S 9z°0L 10°65 w9

09°86C €8'987 67°9LT ov0LZ ST'TLT or0LZ ov°0LT ov°0LT 61°0S E)ards b

0T°68T 65°T8T 0T'SLT STTLT zLTLT STTLT STTLT STTLT sTor 0L €€ uE

€£°95 Sr'vS 79°Ts or'IS SS°TS or'1S or'1S or'IS 80°07 $8°9T wZ

0S°'0€ 05°67 67°87 89°LT CYAVX4 89°LT 89°LT 89°LT 90°ST S9°ZT W2/t

Z9TT ¢ 9TTT ¢ L£0T $ TSOTL $ SSOT ¢ eS0T $  TSOT $ ZSOL $ w00l $  €v'8 S WI=>

(9215 4210w 91e4 3seq Ajyruo N

sajey 491\

910¢ ST0¢ v1oc¢ €10¢ <10¢ 110 010¢ £600¢ 800¢ £00¢ 1EdA |edsld

Slea) |easld ud] iseq
sajey J9MIS pue 133epn
1oM3sIq 493 [eddiuniy uidlse]

NOILO3S TVOIILSILV1S
B

99



*UOI32NJISUOD SSJ| PUB UINJUMOP JIWOU0ID 3y} 03 Sulle|al SSwoy paumo-jyueq J0 [9A3]| 01 @np aJe sjunowe pasealdaq 'T

:910N

STT'VT 06L v8Y°C (4374 €99 LET L' LYT'8ET |erol

VX3 Z N N /T - - - ajesajoym

LzT 81T € - 14 - 4 - leanynousy

TL09VT T9 18v'C (434 €9 LET 0LV'E LYT'8ET onsawog

|erol |eanynou8y uonesua| Aesodwa] g Aduasy Jeasnpu |e12Jawwo) |ennuapisay
uonPNIISuU0) a1qnd
910C 1e3A |edsy
Ao8ae) sawoisn) Aq adA) 931A196 491\ pOlEBIIUN pUE paledl]
v09'9vT 6L€ STt 06L 8T [43% €99 LET (7443 LYT'8ET 910¢
TI9'vPT 9S¢€ SSTYYT 6SL IY'e arv S99 8€T (014743 STY'9ET S10¢c
€69°TVT 91¢€ LLETVT 1L cive 9ty 649 9€T LYE'E 9G9VET 10T
T80'TVT L6 v8L'0vT 69 Yre'T €LE 919 (44" 80€'E 6LTEET €10¢
T9L'6€T €8¢ 8LY'6ET 769 0T€'C €9€ S¢9 144" (A4 080°CET rANir4
€EY'SET S9¢ 89G°8€T 049 S8C°C LTE 96S (44" ove's 80ETET LIT0C
188°0VT 99¢ ST9'OVT 6v9 092'C €LE L6S ort 9.7’ oze'eeT 0Toc
6¥76'9€T 09¢ 689'9€T L29 9€T'C LSS 809 LET [4:1443 [47414% 600¢
TSLSET 0€¢ TCSSET €09 IT'C LEL 19 SET €0TE v81'8TT 800¢
009°CET 0¢ 96€CET VLS °L6T 678 £09 VET LT8'C €EV'SCT £00C
|eaol pajdAlay lelol |eamynou Sy uonesu| Aeisodway 3 Aouady leasnpuj |elsswwo) |ennuapisay FCEYNCERT
uonPNIISuU0) a1qnd

131\ paleaslun pue pajeas)

SIBDA |BISI4 U] Iseq

adA )L ad1nu9s 1938 AQ sidwioisn)
10UIsIg 1918\ [eddiunip uid)se]

NOILO3S TVOIILSILV1S

100



*30143s1Q 491N |edidiunip uia1sap 9yl Ag

paseyound sem 1011SIp J91BM SIY] "SI2W0ISND 3013SIJ J81eAA AJUNOD BIDLUN|A O} 91B|aJ S3|eS 7
*19W031SN2 3|BS3|OYM T

‘sIawo01snd |[ednyndge-uou ||e 01 S3|es Ja1em ajgelod sapn|oul ezeq

:S910N
%88 %9°0T |e301 Jo 98ejuadiad
80L°6TELOT S ¥T€99 S3|es J91eM 211SaWop [e10 |
vI0‘LTv’e S 790°L leyol
%LV 9T s 0LE 0SSy || SmopeaN Aluno) QT
%E'9 £96'68S vIiv elRINA JOAID 6
%T'8 ¢LT'S9L 0cs ?1e8umo] je a1eSauols g
%8°L €CV'SEL V€S va3 Awuno) apisianly /£
%T'8 91S‘29L 144 10131s1Q |00YdS paljiun SpJap |BA 9
%9°0T €92'100°T €€9 AS|leA OUsIOIN JOALD S
%T'TT Tr'ev0'T TL9 Jied uoilealday apip-Asjilen b
%E'TT T81/90°T 6.6 27¥OH3ISIA J31e/ |BdIDIUNIA UIRISOM €
%L'TT €6S00T'T LY8 1013SIQ |00YdS A3j|BA OUBIOIN ¢
%E°0¢ ¥86'T16°T S 69S°T Siad j0Aud 1
wmmu:wuhwn_ S9NUSAIY 1994 /1)y IwiepN owolsn)
jenuuy ui sojes

1918\ |[ENULY

910Z ‘O€ 2unr jo sy
slawolsh) 131\ dnsawoq isasieq
10U3s1qg 191\ Jedidiunip uiise]

NOILO3S TVOIILSILV1S

101



T T T —
‘PaINPaYISUN JO PIINPBYIS dJE SDIIBAIISP JaYIdym
pue eaJe 921A49s uodn Suipuadap saied Ja3em uolediidl Jo Jaquinu e sey 3211s1g YL
1S910N
%1°ST %6°€T |e103 JO 98ejuadiad
8T.L'JET'S $ €0v’9 s9|es J9iem uonedud) g ‘e |e1o]
€C8‘LLL S 688 lexol
%v’'S L66°TY S Ve youey 883 euowey 0T
%S°S 43447 S /9 youey 883.9|wag 6
%9°S vSvey S 6€ wasAs yiesH Asjlen 8
%6°S 8919 S L€ swieqd mainaye] maN £
%C'9 Tve'sy S 1537 AdasinN siaylodg 9
%9°L 966°8S S 88 Areg eSumBsHUuldH S
%83°'L SG/°09 S 6t $918153 9|IqON dH ¥
%3'8 v¥/'89 S 99 youey Asj|ep oualolN €
%0°€¢C 897'6/LT S e swie4 YD ¢
%1v¢C 89€/81 S ST ueo(Q auljned pue uinay T
98ejuadiad S9NUINY 1994 1oy awep J2woisn)
|lenuuy ui s9jes

1918\ |[ENUUY

9T0C ‘O€ dunr jo sy
s12wo3sn) 131ep\ uonesiu| 13 jeanynousy 1sasien
10U3s1qg 191\ Jedidiunip uiise]

NOILO3S TVOIILSILV1S

102



e
‘Juswieauy 4o |[9A3] pue a3esn |eunynduSe-uou Jo
|eanynolde ‘adid jo 9zis uodn Suipuadap saied J91em pa|2AIaL JO Jaquwinu e sey 10143SIQ YL
:S910N
%6°CE %S 81 |e101 Jo 98ejuadiad
608‘8%9'9 S LEO0'CE sa|es Ja1eM pajdAdal |e10]
vE9L8T T ) €SS°ST |eloL
%L'9 TLSLYT G951 swJe4 ueaguoq 0T
%YL 97819t [433 djJewpue]gnd JjoD 18WRH 6
%C'8 ¥1S°8LT LSV BlUJlOjl|ED Oyduey 1eqgn|d j|Io5 3yl g
%E'8 6081 TSC'C SUI91S|OH OAJBIN £
%68 S9L'v61 9G6'T VOH 8ulpuelsu] 9
%06 09961 L79 JU| PHOMUBBID BOBWY §
%8°6 TEE'STT S9t'C andwiusy v
%T'TT 06T°Cie 819 uolnealday apIM Asjlep €
%0°ET 0€8'18¢ SvT'y BwoO] eSeD oyouey ¢
%9°LT €02's8¢e S 9€0'T D77481u8) ASueug auidwig pueu] T
a8ejuadiad sanuanay 1934 a1y aweN J2woisn)
|enuuy ul sajes

131\ [ENUUY

9T0C ‘0O€ dunr jo sy
siawo3sn) 13le)\\ pajaAlIay isasie
1013sIq 1318/ [edIdIUNA] UIDISe]

NOILO3S TVOIILSILV1S
S T T T T ———

103



%6°¢C 9NUDdA3J |B10] JO 93ejua249d

9G8'vV8T‘/S S 3NUBA3J J9M3S |B10]

Evvver‘e ) lexol
%LV 950°9T1T >l ied SWOH 3[IqOIA S91B1S UJI91Sa/\
%6°S TO891T S9s14dIa3U7 PUIMISD AN
%6°S 9669171 syuswuedy 1uno) wjed
%09 9ST'0ST sjuawedy B131LINIA] 1B UO0ISIDIBAN
%19 CCOEST VOH BiSIA e||2g oyouey
%E'9 0T6'LST 1011sI@ |o0YdS pajjiun PWaH
%6°L 0/6°S6T 10141S1Q |O0YDS SPJIA |BA
%8°6 LS0'vT 10131 |00Y3S paliun AsjleA ersuunin
%861 6CT V6l 21e8umo] 1e 21e83u01S
%9°LC LEE689 S ouise) pue 140s9y edueyoad

98ejuadiad S9NU3NY awep J2woishn)
|lenuuy

9T0Z ‘0O€ 2unr jo sy
slawolsn) J1amas )sasieq
1UISIq J91e/ jedidiunip] usdise]

NOILO3S TVOIILSILV1S

o
—

AN T N ONO0 D

104



B
(QMIN) eluaojijed uiayinos Jo 10131sig 4918\ ueljodoald|A  :924n0S
‘weJs8oud Juswysiuajdal ay3 uo salouade Jaquiaw YiM Suoissnasip Suinuizuod st dMINA s«
*ZT0T 4914 panuUIuodsIp sem weadoud J91epp [ean}NdL8Y WUl 3yl ‘T
:S910N
e/u e/u e/u e/u 8¢L 9/0T z 911
e/u « e/u e/u e/u v6S e TJ4911 9T0¢
e/u e/u e/u e/u viL SS0‘T Tz 911
e/u * B/u e/u e/u Z8S €C6 TJ4911 STO0C
e/u e/u e/u e/u GeL 7€0°T T 911
e/u x /U e/u e/u €65 068 TMIL  ¥TI0T
e/u e/u e/u e/u v/ /66 Z 1911
e/u *« efu e/u e/u €6S LV8 T 4311 €10¢
e/u e/u e/u e/u 989 0z6 Z 311
[447% 199 LES S92 09s 6L T 4311 41114
e/u e/u e/u e/u 259 698 1911
607 T09 4174 £L89 LTS 1474 T 911 1102
e/u e/u e/u e/u 65 118 Z 4911
99¢ 89S 91V ST9 74174 T0L T43lL 0OTOC
e/u e/u e/u e/u 8¢S S69 T 91L
14574 9ev [443 9 (AN 645 TJa911 600¢
e/u e/u e/u e/u (547 909 z4o1L
89¢C 06¢€ T9¢ v6€ 1S€ 80S TJ4911 800¢
e/u e/u e/u e/u Yird 4 /9 Z 1911
8€¢ 09¢ ve v9¢€ T€e 8LV TJ4911 £00¢
paieasnun paieas] paieasnun paieas) paieasnun paieas) Aenuer
98eu01S HEm..mo.E ansawoqg Suluui8ag
Jeuoseas |eanynousy 92138 ||Nd 9A1294}3 soiey
wd] 8uon wiau|

(1003-a40e 12d suejjop)
SiedA |edsi4 ud] 1seq
sojey J91e/\ paroduw] jo Atewwns
1011s1Q 491\ [edidiun|p] uidise]

NOILO3S TVOIILSILV1S
S T T T T ———

105



150,000

145,000

140,000

135,000

130,000

125,000

0.80

0.70

0.60

0.50

0.40

Notes:

STATISTICAL SECTION

Eastern Municipal Water District
Annual Domestic Consumption (AF)
Last Ten Fiscal Years

Average

Fiscal Active AF
Year Usage (AF) Accounts’ per Account
2007 99,658 132,396 0.75
2008 93,956 135,522 0.69
2009 89,448 136,689 0.65
2010 78,621 140,615 0.56
2011 75,461 138,568 0.54
2012 79,752 139,478 0.57
2013 82,591 140,784 0.59
2014 84,650 142,377 0.59
2015 76,832 144,255 0.53
2016 63,673 146,225 0.44

Number of Active Accounts

2007

2008

2009

2010

2011

2012

Average AF/Account

2013

2014

2015

2016

2007

2008

2009

2010

Amounts exclude wholesale accounts.

Several factors may impact fluctuations in the average AF per account each year including
conservation efforts, the level of bank-owned homes relating to the economic downturn,

and changes in weather patterns.

2011

2012

2013

2014

2015

2016

The decrease in average AF per account for beginning 2008 is mainly due to lower usage relating

to conservation efforts and cooler weather patterns..

The increase for 2013 and 2014 is mainly due to increased usage relating to warmer weather patterns.

1. Amounts for all years have been updated due to availability of more precise data.




T
STATISTICAL SECTION

Eastern Municipal Water District
Ratio of Outstanding Debt by Type
Last Ten Fiscal Years

* See Debt Footnotes for dollar amounts

General Percentage Debt
Fiscal Revenue Certificates of Obligation Capital of Personal per
Year Loans’ Bonds> Participation“ Bonds"’ Lease® Total Income’ Capit:-:8
2007 52,874,716 - 493,190,000 19,945,000 - 566,009,716 1.01% 814
2008 49,630,496 - 488,460,000 18,140,000 - 556,230,496 0.91% 777
2009 45,407,198 - 726,270,000 16,260,000 - 787,937,198 1.23% 1,086
2010 40,279,228 - 700,311,094 47,672,284 - 788,262,606 1.21% 1,068
2011 35,818,082 - 689,723,765 45,481,394 - 771,023,241 1.22% 1,014
2012 33,651,101 61,452,320 630,227,034 43,145,504 - 768,475,959 1.18% 1,000
2013 68,749,388 157,648,717 518,338,874 40,949,446 - 785,686,425 1.13% 1,011
2014 105,195,668 198,525,127 459,710,090 38,446,800 55,072 801,932,757 1.11% 1,022
2015 119,352,359 420,407,712 305,016,307 35,896,296 41,574 880,714,248 1.15% 1,108
2016 93,372,651 663,582,542 207,389,271 34,920,903 23,752 999,289,119 1.28% 1,243
$1,000
$900
$800
$700
c $600
S
E $500
$400
$300
$200
$100
$0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
W Loans @ Revenue Bonds @COPs B GO Bonds [ Capital Lease
Notes:

Details regarding the District's outstanding debt can be found in the Note 5 to the basic financial statements.

See the schedule of Demographic and Economic Statistics for personal income and population data.

1. The $38 million construction advance for the SCATT project converted to a loan in 2013. In 2014, the $44 million construction advance for

the APAD project converted to a loan.

2. The District issued $56 million of Refunding Revenue Bonds in 2012. With the added premium and reserve funds, the issuance of these
bonds refunded $62 million of COPs. In 2013, the District issued $104.6 million of Refunding Revenue Bonds which refunded $104.6 million

of COPs. The District issued $49 million of Refunding Revenue Bonds in 2014.

3. The District issued over $160 million of new COPs in 2006 and another $240 million in 2010.

4. Beginning 2010, amounts shown include net debt premium/discount and deferred refunding charges, if applicable. Beginning 2012,

deferred charges on debt refundings are excluded and shown as a separate line item in the financial statements.

5. The District issued $32 million of new GO Bonds in 2009.

6. In January 2014, the District leased certain vehicles under leases classified as capital leases in the amount of $75,975.

7. Based upon Riverside County personal income amounts. The District is located in the County of Riverside. See the personal income amounts
on the Demographic and Economic Statistics schedule.

8. Based upon approximate population of District service area. See the Demographic and Economic Statistics schedule for amounts.
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Million

STATISTICAL SECTION

Eastern Municipal Water District
Ratio of General Bonded Debt Outstanding
Last Ten Fiscal Years

General Percentage Debt

Fiscal Obligation Assessed of Assessed per

Year Bonds™ Value® Value Capita4
2007 19,945,000 S 57,857,155,353 0.03% 29
2008 18,140,000 68,127,605,656 0.03% 25
2009 16,260,000 67,617,348,347 0.02% 22
2010 47,672,284 56,743,387,948 0.08% 65
2011 45,481,394 54,294,174,863 0.08% 60
2012 43,145,504 53,890,135,705 0.08% 56
2013 40,949,446 53,506,155,585 0.08% 53
2014 38,446,800 55,926,804,094 0.07% 49
2015 35,896,296 61,313,471,497 0.06% 45
2016 34,920,903 69,058,798,052 0.05% 43

Total Bonds Outstanding

$50

$40

$30

$20

$10

S0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Notes:

Details regarding the District's outstanding debt can be found in Note 4 to the
basic financial statements.

See the schedule of Demographic and Economic Statistics for population data.

1. The District issued $32 million of new GO bonds in 2010.

2. Beginning 2010, amounts shown include net bond premium/discount.

3. Bonds are issued by improvement district, but the amounts shown are for the District's
entire service area.

4. Based upon approximate population of the District's entire service area. See the

Demographic and Economic Statistics schedule for amounts.
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Operations and Maintenance Division

Water Operations and Distribution

Water Reclamation

Assets & Facilty Management (formerly Maintenance Services)

Auto Shop and Fabrication Shop (reassigned)

Wastewater Collection

Mechanical Services (includes Fab Shop)

Electrical and Controls

Pipeline Maintenance (formerly included Building & Grounds)
Total Operations & Maintenance Division

Engineering Division
General Engineeringl’ 7
Construction Management and Inspections
New Business Development1
Total Engineering Division

Planning and Resources Division
Planning and Resources”?
Environmental and Regulatory Compliance
Water Quality and Laboratory
Source Control
Total Planning and Resources Division

Executive and Administration
Executive and Administration ’
Public and Governmental Affairs”
Human Resources (formerly included Risk Management)
Safety/Risk and Emergency Management
Billing/Customer Service
Meter Reading
Finance and Accounting
Information Systems
Purchasing, Warehouse and Records Management
Fleet Services (formerly Auto Shop)
Community Involvement 24
Total Executive and Administration

Total Filled Positions End of Year
Total Authorized Positions Start of Year
Change in Authorized Positions from Prior Year

Number of Vacant Positions as of June 30
Vacancy Rate as of June 30

Notes:

Certain data is not readily available for fiscal years prior to 2008.
All directors and managers are included with their divisions.

Temporary, contract and summer help employees are not included.

1. The General Engineering and New Business Development departments were reorganized in 2007.
The General Engineering department was reorganized again in 2012.

2. The Conservation work group was moved from Community Involvement to Planning and Resources in 2008.

3. The Planning and Resources workgroup was reorganized in 2012 (formerly Water Resources Development and

Management) and again in early 2016.

4. Community Involvement was restructured into Public and Governmental Affairs in 2012.

5. The decrease in filled positions is due to 43 employees accepting a retirement incentive and retiring effective

June 30, 2012.

6. Organizational changes in March 2015 affected all divisions and eliminated 3 vacant positions.

7. Organizational changes in December 2015 resulted in the movement of staff from General Engineering to Executive and Administration.

IR ——— |
STATISTICAL SECTION
Eastern Municipal Water District
Employees by Function
Last Ten Fiscal Years
2007 2008 2009 2010 2011 2012 2013° 2014 2015° 2016
57 66 63 63 64 64 65 66 61 65
76 82 82 87 90 90 86 87 88 87
20 20 22 17 17 17 15 15 22 19
14 14 13 14 16 15 16 15 - -
15 15 14 15 15 13 14 14 15 14
27 27 27 30 30 30 28 29 31 31
20 21 22 21 22 23 24 24 23 24
37 37 37 35 37 34 34 34 22 22
266 282 280 282 291 286 282 284 262 262
52 56 57 55 53 52 43 44 46 42
44 39 40 38 39 39 35 33 29 32
34 28 25 25 26 20 17 18 19 21
130 123 122 118 118 111 95 95 94 95
13 17 19 19 19 20 20 19 20 24
9 7 8 8 9 9 9 10 11 12
18 15 15 14 15 15 14 14 12 12
10 10 10 8 9 9 9 10 10 10
50 49 52 49 52 53 52 53 53 58
8 10 10 10 10 11 12 12 13 15
3 3 2 3 3 11 11 11 12 12
12 13 13 13 13 13 11 12 8 6
- - - - - - - - 4 5
a7 49 49 60 62 58 55 53 56 56
25 25 25 24 24 24 21 19 16 14
18 20 21 21 22 26 22 22 22 22
35 33 33 34 33 34 33 31 30 27
28 28 29 26 27 30 28 27 28 28
- - - - - - - - 11 11
13 9 9 9 8 - - - - -
189 190 191 200 202 207 193 187 200 196
635 644 645 649 663 657 622 619 609 611
Not
Available 670 667 676 690 667 636 633 629 631
Not Not
Available  Available (3) 9 14 (23) (31) (3) (4) 2
Not
Available 26 22 27 27 10 13 10 20 20
3.9% 3.3% 4.0% 3.9% 1.5% 2.0% 1.6% 3.2% 3.2%
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STATISTICAL SECTION
OPERATING AND CAPITAL INDICATORS
LAST TEN FISCAL YEARS
2007 2008 2009 2010 2011 2012 2013 2014 2015
POTABLE WATER SYSTEM
Miles of pipeline:
transmission and distribution:* 2,442 2,437 2,444 2,421 2,428 2,430 2,443 2,448 2,463
as-built 1,944 2,038 2,157 2,260 2,280 2,296 2,366 2,376 2,391
construction in progress 498 399 287 161 148 134 77 72 72
Number of storage tanks’ 79 78 77 77 77 77 77 77 77
Maximum storage capacity
(million gallons) 193 193 193 193 191 191 191 191 191
Number of active pumping plants 83 81 84 84 83 83 83 83 83
Number of active wells:
domestic 18 18 18 18 21 21 18 18 18
desalter® 7 5 5 7 7 8 7 11 11
Domestic well production capacity:
gallons per minute 22,076 21,597 21,806 20,361 22,326 22,285 23,292 23,382 19,299
million gallons per day 31.8 31.1 31.4 29.3 32.1 32.1 33.5 33.7 27.8
acre feet per year 35,609 34,836 35,173 32,843 36,013 35,945 37,570 37,715 31,129
Number of water treatment plants:
desalter 2 2 2 2 2 2 2 2 2
filtration 2 2 2 2 2 2 2 2 2
Treatment plant capacity:
(million gallons per day)
desalter plants 8.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0
filtration plants 21.4 32.0 32.0 32.0 32.0 32.0 36.0 36.0 36.0
Number of service connections: ’
active domestic accounts 128,506 129,344 131,392 133,810 135,233 136,478 140,653 142,244 144,123
active agriculture accounts 129 140 143 146 124 122 131 133 132
SEWER SYSTEM
Miles of sewer lines:*? 1,857 1,721 1,729 1,727 1,736 1,756 1,780 1,799 1,813
as-built 1,335 1,407 1,539 1,607 1,626 1,639 1,725 1,735 1,749
construction in progress 522 314 190 120 110 117 55 64 64
Number of treatment plants 5 5 5 5 5 5 5 5 5
Treatment plant average
design capacity (MG D)4 56 56 60 60 60 60 68 68 70
Average million gallons per day treated 46.0 46.2 45.2 45.0 46.0 45.0 44.8 44.9 44.8
Percentage of capacity utilized 82% 82% 75% 75% 77% 75% 66% 66% 64%
Number of active lift stations 46 46 46 46 46 47 48 48 47
RECYCLED WATER SYSTEM
Miles of pipeline:
transmission and distribution:* 192 201 202 199 202 206 213 215 217
as-built 156 165 172 178 179 186 196 198 200
construction in progress 36 36 30 21 23 20 17 17 17
Number of active pumping facilities® 17 17 19 20 20 20 21 24 24
Maximum storage capacity (acre feet)5 6,694 6,764 5,776 5,714 5,714 5,721 5,736 6,184 6,448
GENERAL INFORMATION
Service area (annexed property):
acres 346,425 346,449 346,691 346,732 346,732 346,732 346,745 346,745 346,745
square miles 541.3 541.3 541.7 541.8 541.8 541.8 541.8 541.8 541.8
Gross service area (square miles) 555 555 555 555 555 555 555 555 555
Average years of service of employees 9.98 10.05 10.20 10.47 10.84 11.39 11.31 12.11 12.50

Notes:

1. Miles of pipelines as-built excludes open construction in progress (CIP). CIP reflects what was recorded as open projects as of the year

end date. The count of recycled pipeline miles for 2015 was corrected in 2016.

N

. Potable water storage tanks and capacity decreased in 2008 and 2009 due to conversion to recycled water.

3. Miles of sewer lines decreased in 2008 because the District transferred sewer lines to the City of San Jacinto. Decrease is reflected in

each as-built amount.

4. The Sun City RWRF (3 MGD) was formerly included in the total capacity although it was decommissioned. Amounts are now reflected as
average design capacity. The Perris RWRF expansion to 25 MGD was completed in 2014.

5. Recycled storage decreased in 2009 due to a change in the reporting method to show only tertiary-treated water dedicated to distribution.
Prior years included capacity for secondary-treated storage. Decrease in 2010 relates to lower capacity for Winchester ponds due to
operational assessments. Increase in 2014 storage is due to more accurate measurements from recent surveys, plus a conversion
of some secondary storage to tertiary storage.

6. Desalter wells formerly inactive were placed back into service during 2014.
. Starting 2013, the number of customer connections billed within the year was used instead of the number of customers as of June 30th.

~N

8. The counts of recycled pumping facilities for 2014 and 2015 were corrected in 2016.

2016
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STATISTICAL SECTION

Eastern Municipal Water District

Customer Account Write Offs as a Percentage of Sales
Last Ten Fiscal Years

Fiscal % of
Year Retail Sales Write Offs Sales
2007 121,769,923 724,045 0.6%
2008 126,144,814 1,155,769 0.9%
2009 139,863,262 1,386,075 1.0%
2010 142,354,003 1,035,076 0.7%
2011 143,427,078 734,381 0.5%
2012 149,580,286 703,666 0.5%
2013 159,559,632 717,146 0.4%
2014 170,496,733 851,419 0.5%
2015 169,744,235 823,650 0.5%
2016 171,146,902 714,213 0.4%
Total 1,494,086,868 S 8,845,440 0.6%

Note: Excludes sales collected by other agencies.

Bad Debt Reserves as a Percentage of Accounts Receivable
Last Ten Fiscal Years

Fiscal Year End

Year A/R Balance Reserves % of A/R
2007 9,278,477 368,961 4.0%
2008 9,375,405 690,461 7.4%
2009 10,377,183 838,543 8.1%
2010 9,603,615 678,848 7.1%
2011 11,170,339 610,537 5.5%
2012 13,072,905 676,182 5.2%
2013 14,195,028 842,850 5.9%
2014 13,805,842 850,608 6.2%
2015 9,916,469 609,075 6.1%
2016 10,127,047 324,530 3.2%

Note: Reserves equal accounts over 60 days.
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