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INDEPENDENT AUDITORS' REPORT

Board of Directors
Mission Springs Water District
Desert Hot Springs, California

Report on the Financial Statements

We have audited the accompanying combined statement of net position, combined statement of
revenues, expenses and changes in net position, and combined statement of cash flows of Mission
Springs Water District (the “District”) as of and for the year ended June 30, 2017, and the related notes to
the financial statements, which collectively comprise the District’s basic financial statements as listed in
the table of contents. The prior year summarized information has been derived from the District’s 2016
financial statements and, in our report dated November 21, 2016 we expressed an unqualified opinion on
those financial statements.

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 misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America 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.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion the financial statements referred to above present fairly, in all material respects, the respective
combined statement of net position, combined statement of revenues, expenses and changes in net
position, and combined statement of cash flows of Mission Springs Water District, as of June 30, 2017,
and the respective changes in financial position and cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 3 - 9 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 20,
2017, on our consideration of the Mission Springs Water 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
Mission Springs Water District’s internal control over financial reporting and compliance and should be
read in conjunction with this report in considering the results of our audit.

@}dﬂﬂj ¢ ﬁé/a#/l-a/

November 20, 2017
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MISSION SPRINGS WATER DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2017 AND 2016

This section of the Mission Springs Water District’s (MSWD) financial statements presents our analysis of the
District’s financial performance and activities for the fiscal year ended June 30, 2017. This information is presented in
conjunction with the audited financial statements, which follow this section.

ABOUT THE DISTRICT

MSWD, formerly called Desert Hot Springs County Water District, was formed in 1953 and operates under the
authority of the California Water Code. MSWD is located in the Coachella Valley of Southern California, ten miles
north of the City of Palm Springs. The boundaries encompass an area of 135 square miles, within which the district
maintains and operates pipelines, 14 water wells, 24 reservoirs and 2 waste water treatment plants. The primary
service area is the City of Desert Hot Springs.

Mission Springs Water District is comprised of the following:

Water District Fund — Activities associated with serving 13,077 water accounts, of which 95% are residential
customers.

Sewer District Fund— Activities associated with providing sewage collection, treatment and disposal services to 7,849
single-family residences and 880 commercial establishments.

General District Fund—Activities associated with providing administrative support to operate the water and sewer
districts. The operating expenses of the General District Fund are allocated to the Water District Fund and the Sewer
District Fund monthly based on pro rata labor hours.

OVERVIEW OF THE FINANCIAL STATEMENTS

Mission Springs Water District operates as a utility enterprise fund. The governing body intends to provide service to
the general public on a continuing basis and to recover costs through a system of user fees. These activities are
accounted for much like that of a private business and use the full accrual method of accounting for transactions.

The district maintains its financial records and prepares financial statements using the accrual basis of accounting and
accounting principles appropriate for an enterprise fund. The financial statements conform to generally accepted
accounting principles (GAAP) in the United States, and to the standards set by the Governmental Accounting
Standards Board (GASB). Required financial statements included in this report are a Statement of Net Position,
Statement of Revenues, Expenses and Changes in Net Position and a Statement of Cash Flows. Additional statements
and notes to the financial statements are provided to explain some of the information in the financial statements and
provide more detailed data.

Property tax revenues are allocated to the district by Riverside County and are not restricted as to use.
The District implemented GASB Statement No. 68, Accounting and Financial Reporting for Pensions, during fiscal

year 2015. GASB 68 requires governmental agencies to record their net pension liability on their Statement of Net
Position. The net pension liability as of June 30, 2017, was $6,636,212. See Note 9 for further information.



MISSION SPRINGS WATER DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2017 AND 2016

FINANCIAL HIGHLIGHTS
The following are highlights of the financial activities of the District during the fiscal year ended June 30, 2017.

Water District Fund. The Water District Fund total cash and investments (including restricted) increased slightly
over $2.1 million; net position increased slightly over $3.2 million for fiscal 2017. This is primarily due to increased
revenues. Operating revenues increased approximately $1.7 million mostly related to lifted State drought consumption
restrictions and a rate increase that was effective January 1, 2017. Non-Operating revenues increased approximately

$2.4 million due to a grant that built a solar power generating facility.
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Sewer District Fund. The Sewer Distrct Fund total cash and investments (including restricted) increased
approximates $650,000; net position increased slightly over $6.6 million for fiscal 2017. This is primarily due to
increased revenues. Operating revenues increased slightly over $750,000 related to a rate increase that was
effective January 1, 2017. Non-Operating revenues increased slightly less than $4.3 million due to grant revenue
and backup and front footage fees from sewer collection system projects completed during fiscal 2017.
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CONDENSED FINANCIAL INFORMATION
The following condensed financial information provides an overview of the District’s financial activities for the fiscal

year ended June 30, 2017.




MISSION SPRINGS WATER DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2017 AND 2016

NET POSITION
Net position, the difference between assets and liabilities, increased 7.7 percent, or $9,905,449 to $139,116,233 from
June 30, 2016.

June 30, June 30,
2017 2016 Change

Assets
Capital assets, net $ 122,748,943 $ 117,876,944 $ 4,871,999
Other assets 39,145,444 33,813,322 5,332,122
Total assets 161,894,387 151,690,266 10,204,121
Liabilities
Long-term liabilities 10,205,287 10,784,912 579,625
Other liabilities 12,572,867 11,694,570 (878,297)
Total liabilities 22,778,154 22,479,482 (298,672)
Net Position
Invested in capital assets, net of debt 108,859,676 103,429,630 5,430,046
Restricted for:

Debt service 863,637 811,250 52,387

Other purposes 34,781,995 29,768,998 5,012,997
Unrestricted (Deficit) (5,389,075) (4,799,094) (589,981)
Total net position $139,116,233 $129,210,784 $ 9,905,449

CAPITAL ASSETS, NET
Increased $4,871,999, or 4.1 percent. The following list presents a summary of capital expenditures.

Water meters $ 1,326,547
Sewer lines 5,785,045
Other acquisitions 519,308
Increase in construction in progress 1,158,482
Less depreciation (__3,917,383)
Total, net $ 4871999



MISSION SPRINGS WATER DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2017 AND 2016

CAPITAL ASSETS, NET (continued)
Schedule of Capital Assets (net of depreciation)

June 30, June 30,

2017 2016 Change
Intangible plant $ 1,522,023 $ 1,735,162 ($ 213,139)
Land and land rights 1,375,539 1,375,568 (29)
Source of supply 4,871,430 5,043,733 (172,303)
Pumping plant 10,667,592 11,112,659 (445,067)
Transmission, distribution and storage 36,244,470 36,273,420 (28,950)
Buildings and grounds 574,688 623,539 (48,851)
Furniture and fixtures 470,063 441,478 28,585
Radio equipment - 401 (401)
Shop equipment 3,478 4,789 (1,311)
Autos, trucks and heavy equipment 229,695 106,485 123,210
Sewage collection facilities 48,576,298 43,916,722 4,659,576
Sewage treatment plants 9,095,625 9,420,746 (325,121)
Other plant in service 355,719 218,401 137,318
Construction in progress 8,762,323 7,603,841 1,158,482
Capital assets, net $ 122,748,943 $117,876,944 $ 4,871,999
OTHER ASSETS
Increased $5,332,122, or 15.8 percent. The following list presents a summary of other assets and changes from June
30, 2016.

June 30, June 30,

Description 2017 2016 Change Explanation
Current assets — cash $ 4903262 $ 1125644 $ 3,777,618
Restricted assets — cash 15,181,606 17,830,638 (2,649,032)

Total cash 20,084,868 18,956,282 1,128,586 Q)
Assessments receivable 10,717,818 8,692,172 2,025,646 2
Accounts and notes receivable 5,349,887 3,704,997 1,644,890 3)
All other 2,992,871 2,459,871 533,000
Totals $ 39,145,444 $ 33813322 $ 5,332,122

(1) Referto pages 16-17, Combined Statement of Cash Flows.
(2) Completion of Assessment District #12 Area D2 & J1.
(3) Increase in grants receivable during the year.

LONG-TERM LIABILITIES
Decreased $579,625, or 5.4 percent. This decrease consisted of normal debt payments during the year.

LIABILITIES OTHER THAN LONG-TERM DEBT

Increased $878,297 or 7.5 percent. Effective June 30, 2015 the District complied with GASB 68 reporting
requirements by adequately presenting net pension liability on the combined statement of net position. Net pension
liability increased $788,388 from June 30, 2016 to $6,636,212 at June 30, 2017.




MISSION SPRINGS WATER DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2017 AND 2016

NET POSITION
Invested In Capital Assets, Net Of Debt:

Increased $5,430,046 or 5.2 percent, from June 30, 2016.

Restricted “Net Position” increased $5,065,384. The balances are reserved primarily for capital replacements and debt
service.

Unrestricted Net Position decreased $589,981, or 12.3 percent, from the previous year. Unrestricted Net Position
consists of net amounts that do not meet the definition of “restricted” or “invested in capital assets, net of related debt.”
However, certain of the unrestricted net position are authorized by the Board to be used for the CIP program.

CHANGES IN NET POSITION

The increase in net position for fiscal year 2017 was $9,905,449. A comparative detailed analysis of all operating
revenues, functional operating expenses and non-operating revenues and expense items are presented in the
“COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION BY
FUNCTION”, on page 48.

June 30, June 30,
2017 2016 Change
Total operating revenues $ 13,622,125 $ 11,164,122 $ 2,458,003
Total operating expenses (9,640,837) (8,698,143) (942,694)
Operating income before depreciation 3,981,288 2,465,979 1,515,309
Depreciation (3,917,383) (3,967,486) 50,103
Operating income (loss) 63,905 (1,501,507) 1,565,412
Non-operating revenues, net 9,841,544 4,331,453 5,510,091
Increase (decrease) in net position 9,905,449 2,829,946 7,075,503
Beginning net position 129,210,784 126,380,838 2,829,946
Ending net position $139,116,233  $ 129,210,784 $ 9,905,449

On December 21, 2015 the board approved a five year revision to the rates for both water and sewer services. The first
rate increase of 11.25% was applied to water and 11% applied to sewer services on March 1, 2016. An additional
increase of 11.25% was applied to water services on January 1, 2017, an additional increase of 9.5% will be applied on
January 1, 2018, 2019 and 2020, respectively. An additional increase of 11% was applied to sewer services on
January 1, 2017, an additional increase of 11% will be applied on January 1, 2018, and 5% on January 1, 2019 and

2020, respectively.

Operating revenue analysis:

June 30, June 30,
2017 2016 Change
Water service charge $ 1,990,184 $ 1555857 $ 434,327
Water consumption charge 5,501,976 4,433,456 1,068,520
Water meter sales 50,235 46,849 3,386
Sewer service charges 5,116,304 4,356,867 759,437
Other 963,426 771,093 192,333
Total operating revenue $ 13,622,125 $ 11,164,122 $ 2,458,003




MISSION SPRINGS WATER DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2017 AND 2016

CHANGES IN NET POSITION (continued)
Operating expenses analysis:

June 30, June 30,
2017 2016 Change Explanation

Salaries and benefits $ 5061711 $ 4,340,821 $ 720,890 @
Electricity 1,016,577 1,047,063 (30,486)

Water replenishment fees 88,949 71,842 17,107
Engineering 30,323 45,844 (15,521)

Legal 369,436 287,313 82,123

Interest 696,563 739,491 (42,928)

Other 2,377,278 2,165,769 211,509 2
Total operating expenses before

depreciation $ 9,640,837 $ 8,698,143 $ 942,694
Depreciation expense $ 3917383 $ 3967486 ($ 50,103)

Depreciation expense decreased $50,103 or 1.3 percent, due to additional capital assets placed into service at June 30,
2017 and 2016 with a cost basis of $7,630,900 and $560,349, respectively, and other assets becoming fully depreciated
during 2016.

(1) Addition of several new positions and replacement of vacant employees during the year.
(2) Additional expenditures related to the onboarding of new personnel.

“Net non-operating revenues”, increased $5,510,091 or 127.2 percent.

June 30, June 30,
2017 2016 Change

Backup and front footage fees, water and sewer $ 3,365,298 $ 322,860 $ 3,042,438
Contributed infrastructure 1,186,612 - 1,186,612
Federal and State grants 4,227,717 1,789,298 2,438,419
Property taxes 1,671,275 1,625,177 46,098
Interest on investments 772,152 724,909 47,243
Interest expense (696,563) (739,491) 42,928
Deferred inflows/outflows of resources (GASB68) (306,790) 946,657 (1,253,447)
Other (378,157) (337,957) (40,200)
Total non-operating revenues, net $ 9841544 $ 4,331,453 $ 5,510,091

Increases in backup and front footage fees, water and sewer and Federal and State grants are due to areas D2 and J1 of
AD #12 being constructed during the year ended June 30, 2017. An increase in the amount of contributed
infrastructure is due to an increase in development construction. Decrease in deferred inflows/outflows of resources is
due to a recalculated amount of the District’s liability related to its retirement program.



MISSION SPRINGS WATER DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2017 AND 2016

CHANGES IN NET POSITION (continued)
Connection fees are charged when customers connect to the water and/or sewer systems. Single-family residences pay
$4,353 water connection fee and $2,520 sewer connection fee.

Grants were received in fiscal year 2017 and 2016 to assist with the construction of water and sewer infrastructure.
(See Note 19)

Property tax revenues are allocated to the district by Riverside County.

Interest on investments increased $40,145 from the Local Agency Investment Fund (L.A.l.F.) and yields increased
from 0.55% to 0.92% between July 1, 2016 and June 30, 2017. The District’s investment on deposit with L.A.L.F.
decreased $2,747,400 for the same period.

ASSESSMENT DISTRICT #13

Assessment District #13 was sponsored by Mission Springs Water District (MSWD). This A.D. was for Century
Vintage Homes, Mountain View Estates sub-division in Desert Hot Springs. The project consisted of “on-site” water
and sewer systems and water and sewer connection fees paid to MSWD for 439 single family residential units. Bonds
in the amount of $7,200,000 were issued on December 13, 2005. All financial activity is excluded from the financial
statements and footnotes of this audit report. Following is an excerpt from the official statement prepared by the
underwriters, Stone & Youngberg, LLC.

“The bonds are limited obligation improvement bonds and are secured solely by
the assessments and the amounts pledged under the indenture. Neither the faith
and credit nor the taxing power of the water district... is pledged to the payment of
the bonds.”
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MISSION SPRINGS WATER DISTRICT
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017

WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2016

2017 2016
(Memorandum
Water Sewer General Total only)
District District District Combined Combined
OPERATING REVENUES
Base service charge $ 1,990,184 3 -3 - $ 1,990,184 $ 1,555,857
Water consumption 5,501,976 - - 5,501,976 4,433,456
Meter installations 50,235 - - 50,235 46,849
Sewer service - 5,116,304 - 5,116,304 4,356,867
Standby charges 230,674 12,264 - 242,938 242,476
Other 717,063 3,425 - 720,488 528,617
Total operating revenues 8,490,132 5,131,993 - 13,622,125 11,164,122
OPERATING EXPENSES
Pumping 1,696,551 - - 1,696,551 1,645,671
Transmission and distribution 1,339,396 - - 1,339,396 1,108,651
Customer accounts 561,784 - 535,677 1,097,461 1,155,160
Sewage collection - 134,877 - 134,877 145,064
Sewage treatment - 1,178,790 - 1,178,790 1,143,537
Standby 84,077 38,035 - 122,112 108,653
Human Resources - - 113,642 113,642 141,127
Building and grounds maintenance - - 77,926 77,926 65,293
Vehicle maintenance - - 141,059 141,059 136,564
Operations support - - 670,206 670,206 432,610
Engineering 30,323 - - 30,323 45,844
Insurance - - 109,303 109,303 128,871
Audit - - 21,000 21,000 21,460
Legal - - 369,436 369,436 287,313
Public affairs - - 194,182 194,182 211,603
Board of Directors - - 157,217 157,217 145,485
Administration - - 1,510,401 1,510,401 1,279,312
Accounting - - 791,898 791,898 623,995
Depreciation 2,237,024 1,488,882 191,477 3,917,383 3,967,486
Standby reports 17,276 6,373 - 23,649 15,757
Ground water management - - 25,000 25,000 30,000
General District allocation 3,672,030 1,072,802 (4,908,424) (163,592) (173,827)
Total operating expenses 9,638,461 3,919,759 - 13,558,220 12,665,629
Operating income (loss) (1,148,329) 1,212,234 - 63,905 (1,501,507)
NON-OPERATING REVENUES
Backup and front footage fees 399,085 2,966,213 - 3,365,298 322,860
Contributed infrastructure 1,165,614 20,998 - 1,186,612 -
Property taxes 671,686 392,871 606,718 1,671,275 1,625,177
Interest 31,052 676,818 64,282 772,152 724,909
Grants 2,209,729 2,017,988 - 4,227,717 1,789,298
Recovery of prior year expense - - - - 92
Gain (loss) from asset disposals - net (25,408) (1,911) 6,028 (21,291) 4,359
Total non-operating revenues 4,451,758 6,072,977 677,028 11,201,763 4,466,695

- CONTINUED -

(The accompanying notes are an integral part of these financial statements)
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MISSION SPRINGS WATER DISTRICT

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2017

WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2016

NON-OPERATING EXPENSES
Interest
Public Employees Retirement System -
Prior year costs
Pension inflows/outflows of resources
Uncollectible accounts
Other

Total non-operating expenses
Net non-operating revenues

CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

- CONTINUED -

2017 2016
(Memorandum

Water Sewer General Total only)

District District District Combined Combined

26,046 670,517 - 696,563 739,491
- - 342,759 342,759 330,640
- - 306,790 306,790 (946,657)
- - - - 7,167
8,420 5,687 - 14,107 4,601
34,466 676,204 649,549 1,360,219 135,242
4,417,292 5,396,773 27,479 9,841,544 4,331,453
3,268,963 6,609,007 27,479 9,905,449 2,829,946
61,824,597 59,887,191 7,498,996 129,210,784 126,380,838
$ 65,093560 $ 66,496,198 $ 7,526,475 $ 139,116,233 $ 129,210,784

(The accompanying notes are an integral part of these financial statements)
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MISSION SPRINGS WATER DISTRICT
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2017

Water District

Variance with

Final Budget
Budget Positive
Original Final Actual (Negative)
OPERATING REVENUES
Base service charge $ 1917500 $ 1,917,500 $ 1,990,184 % 72,684
Water consumption 5,788,093 5,788,093 5,501,976 (286,117)
Meter installations 2,280 2,280 50,235 47,955
Sewer service - - - -
Standby charges 237,200 237,200 230,674 (6,526)
Other 599,522 599,522 717,063 117,541
Total operating revenues 8,544,595 8,544,595 8,490,132 (54,463)
OPERATING EXPENSES
Pumping 2,149,063 2,181,379 1,696,551 484,828
Transmission and distribution 1,288,464 1,330,214 1,339,396 (9,182)
Customer accounts 1,058,094 950,278 561,784 388,494

Sewage collection - - - -
Sewage treatment - - - -
Standby 67,995 67,995 84,077 (16,082)
Human Resources - - - -
Building and grounds maintenance - - - -
Vehicle maintenance - - - -
Operations support - - - -
Engineering 48,000 48,000 30,323 17,677
Insurance - - - -
Audit - - - -
Legal - - - -
Public affairs - - - -
Board of Directors - - - -
Administration - - - -

Accounting - - - -
Depreciation 2,214,290 2,214,290 2,237,024 (22,734)
Standby reports 14,520 14,520 17,276 (2,756)
Other - - - -
General District allocation 3,084,127 3,084,127 3,672,030 (587,903)
Total operating expenses 9,924,553 9,890,803 9,638,461 252,342
Operating income (loss) (1,379,958) (1,346,208) (1,148,329) 197,879
NON-OPERATING REVENUES

Backup and front footage fees 52,236 52,236 399,085 346,849
Contributed infrastructure - - 1,165,614 1,165,614
Property taxes 572,251 572,251 671,686 99,435
Interest 11,210 11,210 31,052 19,842
Grant 3,415,546 3,415,546 2,209,729 (1,205,817)
Recovery of prior year expense - - - -
Gain from asset disposals - net - - (25,408) (25,408)
Total non-operating revenues 4,051,243 4,051,243 4,451,758 400,515

-CONTINUED-
(The accompanying notes are an integral part of these financial statements)
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Sewer District

Variance with

Final Budget
Budget Positive
Original Final Actual (Negative)
- $ - $ - $ -
4,421,712 4,421,712 5,116,304 694,592
12,000 12,000 12,264 264
(3,250) (3,250) 3,425 6,675
4,430,462 4,430,462 5,131,993 701,531
196,278 226,278 134,877 91,401
1,242,792 1,246,542 1,178,790 67,752
34,021 34,021 38,035 (4,014)
1,503,059 1,503,059 1,488,882 14,177
1,215 1,215 6,373 (5,158)
1,213,028 1,213,028 1,072,802 140,226
4,190,393 4,224,143 3,919,759 304,384
240,069 206,319 1,212,234 1,005,915
4,395,627 4,395,627 2,966,213 (1,429,414)
- - 20,998 20,998
307,760 307,760 392,871 85,111
618,626 661,781 676,818 15,037
7,329,000 7,329,000 2,017,988 (5,311,012)
- - (1,911) (1,911)

12,651,013 12,694,168 6,072,977 (6,621,191)




General District

Variance with

Final Budget
Budget Positive
Original Final Actual (Negative)

- $ - - $ -

676,090 677,290 535,677 141,613
110,895 111,695 113,642 (1,947)

191,073 191,073 77,926 113,147

197,248 197,248 141,059 56,189
564,178 564,178 670,206 (106,028)

132,180 132,180 109,303 22,877

32,000 26,000 21,000 5,000
250,000 356,000 369,436 (13,436)

362,713 338,363 194,182 144,181

250,682 252,682 157,217 95,465
1,456,465 1,353,015 1,510,401 (157,386)

787,996 811,796 791,898 19,898

233,740 233,740 191,477 42,263

30,000 30,000 25,000 5,000
(5,275,260) (5,275,260) (4,908,424) (366,836)

469,165 469,165 606,718 137,553

38,902 38,902 64,282 25,380

- - 6,028 6,028

508,067 508,067 677,028 168,961




Combined Districts

Variance with

Final Budget

Budget Positive

Original Final Actual (Negative)
$ 1,917,500 $ 1,917,500 1,990,184 $ 72,684
5,788,093 5,788,093 5,501,976 (286,117)
2,280 2,280 50,235 47,955
4,421,712 4,421,712 5,116,304 694,592
249,200 249,200 242,938 (6,262)
596,272 596,272 720,488 124,216
12,975,057 12,975,057 13,622,125 647,068
2,149,063 2,181,379 1,696,551 484,828
1,288,464 1,330,214 1,339,396 (9,182)
1,734,184 1,627,568 1,097,461 530,107
196,278 226,278 134,877 91,401
1,242,792 1,246,542 1,178,790 67,752
102,016 102,016 122,112 (20,096)
110,895 111,695 113,642 (1,947)
191,073 191,073 77,926 113,147
197,248 197,248 141,059 56,189
564,178 564,178 670,206 (106,028)
48,000 48,000 30,323 17,677
132,180 132,180 109,303 22,877
32,000 26,000 21,000 5,000
250,000 356,000 369,436 (13,436)
362,713 338,363 194,182 144,181
250,682 252,682 157,217 95,465
1,456,465 1,353,015 1,510,401 (157,386)
787,996 811,796 791,898 19,898
3,951,089 3,951,089 3,917,383 33,706
15,735 15,735 23,649 (7,914)
30,000 30,000 25,000 5,000
(978,105) (978,105) (163,592) (814,513)
14,114,946 14,114,946 13,558,220 556,726
(1,139,889) (1,139,889) 63,905 1,203,794
4,447,863 4,447,863 3,365,298 (1,082,565)
- - 1,186,612 1,186,612
1,349,176 1,349,176 1,671,275 322,099
668,738 711,893 772,152 60,259
10,744,546 10,744,546 4,227,717 (6,516,829)
- - (21,291) (21,291)
17,210,323 17,253,478 11,201,763 (6,051,715)




MISSION SPRINGS WATER DISTRICT
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2017

-CONTINUED-
Water District
Variance with
Final Budget
Budget Positive
Original Final Actual (Negative)
NON-OPERATING EXPENSES
Interest 25,381 25,381 26,046 (665)
Public Employees Retirement System - Prior
year costs - - - -
Pension inflows/outflows of resources - - - -
Uncollectible accounts - - - -
Other 3,374 3,374 8,420 (5,046)
Total non-operating expenses 28,755 28,755 34,466 (5,711)
Net non-operating revenues 4,022,488 4,022,488 4,417,292 394,804
CHANGE IN NET POSITION $ 2642530 $ 2,676,280 3,268,963 $ 592,683
NET POSITION, BEGINNING OF YEAR 61,824,597
NET POSITION, END OF YEAR $ 65,093,560

(The accompanying notes are an integral part of these financial statements)
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Sewer District

Variance with

Final Budget
Budget Positive

Original Final Actual (Negative)
670,740 670,740 670,517 223
1,633 1,633 5,687 (4,054)
672,373 672,373 676,204 (3,831)
11,978,640 12,021,795 5,396,773 (6,625,022)
$ 12,218,709 $12,228,114 6,609,007 $ (5,619,107)

59,887,191

B 66,496,198



General District

Variance with

Final Budget
Budget Positive
Original Final Actual (Negative)

326,132 326,132 342,759 (16,627)
360,000 360,000 306,790 53,210
686,132 686,132 649,549 36,583
(178,065) (178,065) 27,479 205,544

$ (178,065) $ (178,065) 27,479 $ 205,544

7,498,996

7,526,475



Combined Districts

Variance with

Final Budget
Budget Positive

Original Final Actual (Negative)
696,121 696,121 696,563 (442)
326,132 326,132 342,759 (16,627)
360,000 360,000 306,790 53,210
5,007 5,007 14,107 (9,100)
1,387,260 1,387,260 1,360,219 27,041
15,823,063 15,866,218 9,841,544 (6,024,674)
$ 14,683,174 $ 14,726,329 9,905,449 $ (4,820,880)

129,210,784

$ 139,116,033



MISSION SPRINGS WATER DISTRICT

COMBINED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2017

WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2016

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from water and sewer sales and services

Cash received from standby charges

Cash received from water meter installations

Cash received (paid) for operating and maintenance expenses
Cash paid to employees

Cash paid for electricity

Cash paid to employees included in - Additions to utility plant

Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Backup and front footage fees
Property taxes
Grants
Unfunded retirement liability reduction
Other

Net cash provided by noncapital financing activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:

Bond assessments collected
Long-term debt retired
Interest paid

Net cash provided (used) by financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Cash paid acquiring utility plant
Cash refunded for construction deposits
Interest earned

Net cash used by investing activities

INCREASE (DECREASE) IN CASH
BALANCE OF CASH AT BEGINNING OF YEAR

BALANCE OF CASH AT END OF YEAR

-CONTINUED-

(The accompanying notes are an integral part of these financial statements)
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Water Sewer
District District
$ 8,374,491 $ 5,077,317
233,619 12,304
50,235 -
(4,552,520) (1,624,794)
(1,957,979) (731,887)
(851,269) (152,695)
15,499 52,494
1,312,076 2,632,739
403,557 205,678
691,412 392,629
268,499 2,131,939
(6,980) (4,763)
1,356,488 2,725,483
- 734,889
(18,364) (539,684)
(26,211) (675,838)
(44,575) (480,633)
(533,600) (4,894,910)
- 97
24,643 676,608
(508,957) (4,218,205)
2,115,032 659,384
3,328,824 5,168,458
$ 5,443,856 $ 5,827,842



2017 2016
(Memorandum
General Total only)

District Combined Combined

$ - $ 13,451,808 $ 10,546,249
- 245,923 242,188

- 50,235 46,849
2,592,920 (3,584,394) (3,105,387)
(2,346,784) (5,036,650) (4,443,101)
(26,510) (1,030,474) (1,084,317)
7,080 75,073 74,850
226,706 4,171,521 2,277,331

- 609,235 352,249

607,761 1,691,802 1,623,506

- 2,400,438 47,363
(342,759) (342,759) (330,640)
- (11,743) (9,813)

265,002 4,346,973 1,682,665

- 734,889 605,872
- (558,048) (676,720)
(2,205) (704,254) (751,163)
(2,205) (527,413) (822,011)
(2,197,915) (7,626,425) (2,222,568)
- 97 580
62,582 763,833 716,978
(2,135,333) (6,862,495) (1,505,010)
(1,645,830) 1,128,586 1,632,975
10,459,000 18,956,282 17,323,307
$ 8,813,170 $ 20,084,868 $ 18,956,282




MISSION SPRINGS WATER DISTRICT
COMBINED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2017

WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2016

-CONTINUED-

Water Sewer
District District
RECONCILIATION OF OPERATING INCOME (LOSS)
TO NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES:
Net operating income (loss) $ (1,148,329) $ 1,212,234
Add (deduct) items not affecting cash in the year:
Depreciation 2,237,024 1,488,882
(Increase) decrease in accounts receivable 222,512 (34,369)
(Increase) decrease in inventory - -
(Increase) decrease in prepaid expenses - -
Increase (decrease) in customer deposits 869 -
Increase (decrease) in accounts payable - (28,687)
Increase (decrease) in accrued liabilities - (5,321)
Net cash provided by operating activities $ 1,312,076 $ 2,632,739

(The accompanying notes are an integral part of these financial statements)
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2017 2016
(Memorandum
General Total only)
District Combined Combined
$ - $ 63,905 $ (1,501,507)
191,477 3,917,383 3,967,486
- 188,143 (313,088)
(25,569) (25,569) (2,818)
(42,671) (42,671) (2,458)
(8,650) (7,781) 14,170
11,983 (16,704) 210,595
100,136 94,815 (95,049)
$ 226,706 $ 4,171,521 $ 2,277,331




MISSION SPRINGS WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The District maintains and prepares its financial statements using the accrual basis of accounting as prescribed
by reporting standards applicable to California governmental agencies.

Inventory is carried at the lower of cost or market using the first-in, first-out method.

The utility plant is carried at cost or contributed fair market value, less accumulated depreciation and
amortization computed on the straight-line method using the following approximate lives:

Intangible plant 5 - 25 years
Source of supply 10 - 50 years
Pumping plant 7 - 60 years
Treatment plant 5-60 years
Transmission, distribution and storage 10 - 75 years
Buildings and grounds 5 - 40 years
Furniture and fixtures 5-20 years
Radio equipment 5- 15 years
Shop equipment 5- 15 years
Autos, trucks and heavy equipment 5 - 25 years
Sewage collection facilities 40 - 75 years
Data processing equipment 7 - 10 years
Other assets 5-10 years

Fully depreciated utility plant of $11,622,381 was still in service at June 30, 2017 and is reported in these
financial statements.

Delinquent accounts receivable are reported to the County of Riverside for collection with property taxes.
The District increased its capitalization policy from $1,000 to $10,000 beginning July 1, 2016.
Delinquent accounts receivable are reported to the County of Riverside for Collection with property taxes.

The District makes an allocation of all general and administrative costs to the water district, sewer district and to
capital improvements based on a percentage of labor hours. The allocations are made on a monthly basis.

The District accrued property taxes receivable of $65,418 at June 30, 2017. The accrual is equivalent to the
actual tax revenue received from Riverside County plus $22,464 estimated for the “Teeter” plan payout.

The District maintains four debt service funds to account for the collection and payment of principal and interest
on debt incurred to acquire sewer facilities. These debt service funds are reported in the sewer district for
financial statement presentation.

Advance deposits are required when a constructed asset has specific benefit to one or more identifiable
customers. A portion of these advances are generally reimbursable to developers within a ten year period if
others connect. After ten years the district keeps any unreimbursed amount and amortizes it over the remaining
useful life of the asset.

"Net" interest costs related to funds borrowed for capital expenditures are capitalized into construction in
progress during the construction period. Subsequently, "Net" interest costs are reclassified into capital projects.

The District accrues vacation and sick leave pay in the period the employees earn the benefits.
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MISSION SPRINGS WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
The Board of Directors approves an annual budget on or before June 30 for the ensuing fiscal year. From the
effective date of the budget, the amounts stated therein as proposed expenditures become appropriations to the
various departments. The budget for 2016-2017 was prepared by department supervisors and administrative
staff using the zero-base method.

The Board of Directors may approve supplemental budget requests. The General Manager may transfer funds
between general ledger accounts within the operating budgets as long as the total budget is not affected.

All operating budget appropriations lapse at the end of the fiscal year and are rebudgeted for the ensuing year.
Uncompleted capital budget projects are carried over into the subsequent fiscal year.

Budget information is presented for all District activity, whether operating or capital in nature. Budgeted
revenue and expenditure amounts in the financial statements represent the original budget and final budget
modified by Board authorized adjustments during the year.

The District utilizes a purchase order system as a technique to assist in controlling expenditures. Department
heads request expenditures which must be approved by the General Manager who reviews the general ledger
accounts and ascertains that the actual expenditures have not exceeded the budgeted amounts.

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of the District’s California Public
Employees’ Retirement System (CalPERS) plans (Plans) and additions to/deductions from the Plans’ 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.

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Under Governmental Accounting Standards Board Statement #34 (GASB 34), enterprise funds, such as the
District, have the option of consistently following or not following pronouncements issued by the Financial
Accounting Standards Board (FASB) subsequent to November 30, 1989. The District has elected not to follow
FASB standards issued after that date, unless such standards are specifically adopted by GASB.

PRINCIPLES OF COMBINATION

The combined financial statements reflect the combination of all districts which comprise the Mission Springs
Water District and the Mission Springs Water District Improvement Corporation including the assessment
districts, with the exception of Assessment District #13.

The combined columns on the financial statements are captioned "Memorandum only" to indicate that they are
presented only to facilitate financial analysis. Data in these columns do not present financial position, results of
operations or changes in cash flows in conformity with generally accepted accounting principles.
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MISSION SPRINGS WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

CASH AND INVESTMENTS
Cash and investments at June 30, 2017 consisted of the following:

Pooled Cash $ 20,084,868
Total Cash and Investments $ 20,084,868

Cash and investments are presented in the Combined Statement of Net Position as follows:

Restricted Assets:

Cash $ 15,181,606
Unrestricted Assets:

Cash 4,903,262

$ 20,084,868

Restricted cash of $15,181,606 consists of customer deposits, reserves required by bond agreements, escrowed
cash held for retention payments, cash held by assessment districts, debt service funds, reserves for self-
insurance and reserves for capital replacements. Cash reported with current assets is cash for operations.

Interest income earned on pooled cash and investments is allocated monthly to the various funds based on the
average month-end cash balances. Interest income from cash and investments with fiscal agent is credited
directly to the related fund.

Pooled Cash and Negotiable Certificates of Deposit

All pooled cash and negotiable certificates of deposit are entirely insured or collateralized. The California
Government Code requires California banks and savings and loan associations to secure a district's deposits by
pledging government securities as collateral. The market value of pledged securities must equal at least 110% of
a district's deposits. California law also allows financial institutions to secure a district’s deposits by pledging
first trust deed mortgage notes having a value of 150% of a district's total deposits.

Authorized Investments

In accordance with Section 53601 of the California Government Code, the District may invest in various
prescribed investments. The District's policy is to hold only those investments as set forth in Section 53601 of
the California Government Code.

Credit Risk, Carrying Amount, and Fair Value
Investments are recorded at cost which approximates fair value.

Cash and investments of the District are summarized below and are represented by specific identifiable
investment securities that are classified as to credit risk by three categories as follows: Category 1 includes
deposits and investments that are insured or registered or for which securities are held by the District or its agent
in the District's name; Category 2 includes uninsured and unregistered investments for which the securities are
held by the broker or dealer, or by its trust department or agent but in the District's name; Category 3 includes
uninsured and unregistered investments for which the securities are held by the broker or dealer, or by its trust
department or agent but not in the District's name.
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MISSION SPRINGS WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

CASH AND INVESTMENTS (continued)

Category Carrying Fair
1 2 3 Amount Value

Demand Deposits $5071,341 $ - 3 - $ 5071341 $ 5071,341
State of California

Local Agency Investment

Fun