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INDEPENDENT AUDITOR’S REPORT

To Board of Directors

Dublin San Ramon Services District/

East Bay Municipal Utility District Recycled Water Authority
Oakland, California

Report on Financial Statements

We have audited the financial statements of the Dublin San Ramon Services District/East Bay Municipal
Utility District Recycled Water Authority (Authority) as of and for the years ended June 30, 2016 and 2015,
and the related notes to the financial statements, which collectively comprise the Authority’s basic financial
statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements
4 P

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 the 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 audits. We conducted
our audits 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 audits 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 Authority’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

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

T 925.930.0902
Accountancy Corporation F 925.930.0135
3478 Buskirk Avenue, Suite 215 1 E Maze@mazeassociates.com
Pleasant Hill, CA 94523 w mazeassociates.com



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Authority as of June 30, 2016 and 2015, and changes in financial position and, cash flows for
the years then ended in conformity with accounting principles generally accepted in the United States of
America.

Change in Accounting Principle

Management adopted the provisions of Governmental Accounting Standards Board Statement No. 72 — Fair
Value Measurement and Application, which became effective during the year ended June 30, 2016 as
discussed in Note 1G to the financial statements. This statement had no effect on the financial statements.

The emphasis of this matter does not constitute a modification to our opinions.
Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’s
Discussion and Analysis 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 this 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 August 31,
2016 on our consideration of the Authority'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 the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Authority’s internal control over
financial reporting and compliance.

/76:% a3l I;/oa‘&f/a,*

Pleasant Hill, California
August 31, 2016



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Management’s Discussion and Analysis
June 30, 2016 and 2015

This section presents management’s analysis of the Dublin San Ramon Services District/East Bay Municipal
Utility District Recycled Water Authority (the Authority) financial condition and activities as of and for the years
ended June 30, 2016 and 2015. Management’s Discussion and Analysis (MDA) is intended to serve as an
introduction to the Agency’s basic financial statements. The MDA represents management’s examination and
analysis of the Authority’s financial condition and performance.

This information should be read in conjunction with the audited financial statements that follow this section. The
information in the MDA is presented under the following headings:

e Organization and Business
e Overview of the Financial Statements
¢ Financial Analysis

e Request for Information

Organization and Business

The Dublin San Ramon Services District/East Bay Municipal Utility District Recycled Water Authority (the
Authority) is a public entity established pursuant to California Government Code Section 6500 et seq. The
Authority was created in accordance with the terms of a Joint Exercise of Powers Agreement, dated June 28,
1995, between Dublin San Ramon Services District (DSRSD) and East Bay Municipal Utility District
(EBMUD). The Authority was established to supply recycled water to DSRSD and EBMUD through the
construction and operation of a water recycling facility with a planned capacity of a minimum of 5.2 million
gallons per day. The water recycling facility started operation on February 1, 2006.

For additional information, please see the notes to the basic financial statements.

Overview of the Financial Statements

The basic financial statements include a statement of net position, a statement of revenues, expenses, and
changes in net position, a statement of cash flows, and notes fo financial statements. The report also contains
other required supplementary information in addition to the basic financial statements.

The Authority’s basic financial statements include:

The statement of net position presents information on the Authority’s assets and liabilities, with the difference
between the two reported as net position. It provides information about the nature and amount of resources and
obligations at year-end.

The statement of revenues, expenses, and changes in net position presents the results of the Authority’s
operations over the course of the fiscal year and information as to how the nef position changed during the year.

The statement of cash flows presents changes in cash and cash equivalents resulting from operational, capital and
related financing, and investing activities. This statement summarizes the annual flow of cash receipts and cash
payments, without consideration of the timing of the event giving rise to the obligation or receipt.



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Management’s Discussion and Analysis

June 30, 2016 and 2015

The notes to basic financial statements provide additional information that is essential to a full understanding of
the data provided in the basic financial statements. The notes to basic financial statements can be found on
pages 11 to 18 of this report.

Financial Analysis:

Table 1 summarizes net assets at June 30, 2016 and 2015, and Table 2 summarizes revenues, expenses and
changes in net position for the years ended June 30, 2016 and 2015. Both tables also include variances from the
prior vear.

Table 1
Summary of Net Position
June 30, 2016 and 2015
2016 2015 Variance
Assets:
Current assets $ 365,978 $ 111,634 $ 254,344
Capital assets 61,884,137 63,422,965 (1,538,828)
Total assets 62,250,115 63,534,599 (1,284,484)
Liabilities:
Current liabilities 1,543,252 1,726,349 (183,097)
Long-term liabilities 12,317,918 13,622,861 (1,304,943)
Total liabilities 13,861,170 15,349,210 (1,488,040)
Net position:
Net investment in capital assets 48,261,276 48,526,989 (265,713)
Unrestricted 127,669 (341,600) 469,269
Total net position $ 48,388,945 $ 48,185,389 $ 203,556




DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Management’s Discussion and Analysis
June 30, 2016 and 2015

Table 2
Summary of Revenues, Expenses and Changes in Net Position
Years ended June 30, 2016 and 2015

2016 2015 Variance
Operating revenue: $ 4,208,978 § 3,615,528 § 593,450
Operating expenses:
Professional services (6,028) (5,974) (549)
General and administrative (298,401) (253,035) (45,366)
Operation and maintenance (1,599,648) (1,557,198) (42,450)
Depreciation (1,728,946) (1,715,161) (13,785)
Total operating expenses (3,633,023) (3,531,368) (101,655)
Nonoperating income (expenses):
Interest on state loan (372,399) (403,456) 31,057
Total other income (expenses) (372,399) (403,456) 31,057
Change in net position 203,556 (319,296) 522,852
Total net position - beginning 48,185,389 48,504,685 (319,296)
Total net position - ending $ 48,388,945 $ 48,185,389 §$ 203,556

Current assets of the Authority increased $0.3 million due to an increased cash balance from prior year.

The net position of the Authority in 2016 increased by $0.2 million from the prior year. The primary reason
for this increase was a $0.6 million increase in total operating revenue, along with only a $0.1 million
increase in operating expenses.

Capital assets as of June 30, 2016 decreased by $1.5 million primarily due to the recording of the $1.7
million depreciation expense for the year.

Total liabilities as of June 30, 2016 decreased by $1.5 million from the prior year. The principal reason for
decrease was the $1.3 decrease in the outstanding loan balance and $0.2 million decrease in accounts
payable.

The Authority borrowed a 20-year loan in the amount of $24.7 million with a 2.5% fixed interest rate. After
repayment of the tenth installment of $1.3 million for fiscal year 2016, as of June 30, 2016, $12.3 million
was the long term liability outstanding.



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Management’s Discussion and Analysis

June 30, 2016 and 2015

Request for Information

This financial report is designed to provide readers with a general overview of the Dublin San Ramon Services
District/East Bay Municipal Utility District Recycled Water Authority’s finances and demonstrate the
Authority’s accountability for the monies it manages. If you have any questions about this report or need

additional information, please contact: DERWA. Authority Treasurer, MS #402, P.O. Box 24055, Oakland, CA
94623-1055.



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT

RECYCLED WATER AUTHORITY
STATEMENT OF NET POSITION
JUNE 30, 2016 AND JUNE 30, 2015

ASSETS
Current Assets:
Cash and cash equivalents (Note 2)
Receivables:
East Bay Municipal Utility District
Dublin San Ramon Services District
City of Pleasanton

Total Current Assets

Capital Assets (Note 3):
Structures, buildings, and equipment
Less accumulated depreciation
Subtotal

Land and rights-of-way
Construction in progress

Total Capital Assets, Net of Accumulated Depreciation

Total Assets

LIABILITIES
Current Liabilities:

Current portion of State loan payable (Note 5)
Accounts payable
Payable to members:
East Bay Municipal Utility District
Dublin San Ramon Services District

Total Current Liabilities

Long-term Liabilities:
State loan payable (Note 5)

Total Noncurrent Liabilities
Total Liabilities
NET POSITION (Note 1)
Net Investment in capital assets

Unrestricted
Total Net Position

2016 2015
$  (26559) $  (440,053)
101,605 165,100
273,646 386,587
17,286 0
365,978 111,634
76,649,795 76,543,135
(17,009,364) (15,280,418)
59,640,431 61262717
1,890,977 1,890,977
352.729 269,271
61,884,137 63,422,965
62,250,115 63,534,599
1,304,943 1,273,115
8,402 16,094
27,791 3,159
202,116 433,981
1,543,252 1,726,349
12,317,918 13,622,861
12,317,918 13,622,861
13,861,170 15,349,210
48,261,276 48,526,989
127.669 (341,600)
$ 48,388,045 $ 48,185,389

See accompanying notes to financial statements.




DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

JUNE 30, 2016 AND JUNE 30, 2015

2016 2015
Operating Revenue:
Contributions from members $ 4,208,978 $ 3,615,528
Operating (Expenses):
Professional services (6,028) (5,974)
General and adminisiraiive {258,401) {253,035)
Operation and maintenance (1,599,648) (1,557,198)
Depreciation (Note 3) (1,728,946) (1,715,161)
Total Operating (Expenses) (3,633,023) (3,531,368)
Net Operating Income (Loss) 575,955 84,160
Nonoperating Revenue (Expense):
Interest on state loan (372,399) (403,456)
Total Nonoperating Revenue (Expenses) (372,399) (403,456)
Changes in Net Position 203,556 (319,296)
Total Net Position - Beginning 48,185,389 48,504,685
Total Net Position - Ending $ 48,388,945 $ 48,185,389

See accompanying notes to financial statements.



DUBLIN SAN RAMON SERVICES DISTRICT
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2616 AND JUNE 30, 2015

Cash flows from operating activities:
Cash received from members for sales of water
Cash (paid) received from bank overdrafis
Cash paid for supplies and services

Net cash provided by operating activities

Cash flows from capital and related financing activities:
Cash paid for interest
Cash paid on State loan
Cash paid for construction of capital assets

Net cash (used in) provided by capital and
related financing activities

Cash flows provided by investing activities:
Interest and other income received

Net change in cash and cash equivalents
Cash and investments at beginning of period
Cash and investments at end of period

Reconciliation of operating income/(loss) to net cash provided
by operating activities:
Operating income (loss)
Adjustmentis to reconcile operating income/(loss) to
net cash provided by operating activities:
Depreciation
Changes in operating assets and liabiliies:
Accounts receivable
Accounts payable
Bank Overdraft

Net cash provided by operating activities

$

2016 2015
4,065.240 S 3.403.811
(413,494) 251,702
(1.911,769) (1,802,200)
1,739,977 1,853,313
(372,399) (403,456)
(1,273,115) (1,242,063)
(94.418) (207.794)
(1,739,932) (1.853.313)
-8 -
575.955 84,160
1,728,946 1,715,161
63,495 (170,839)
(214,925) (26,871)
(413,494) 251,702
1,739,977 $ 1,853,313

See accompanying notes to financial statements.






DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Notes to Financial Statements

June 30, 2016 and 2015

INOTE 1 -NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES)|

A.

Description of Reporting Entity

The Dublin San Ramon Services District/East Bay Municipal Utility District Recycled Water Authority
(the Authority) is a public entity established pursuant to California Government Code Section 6500 et
seq. The Authority was created in accordance with the terms of a Joint Exercise of Powers Agreement,
dated June 28, 1995, between Dublin San Ramon Services District (DSRSD) and East Bay Municipal
Utility District (EBMUD). The Authority was established to supply recycled water to DSRSD and
EBMUD through the construction and operation of a water recycling facility with a planned capacity of a
minimum of 5.2 million gallons per day. The water recycling facility is fully operational.

An additional member, or members, may be added to the Authority upon request evidenced by
submission of a certified copy of a resolution adopted by the governing body of the public agency
requesting membership in the Authority. Such request must be approved by the governing bodies of all
the existing members. The Board may require a party seeking to become a member to meet any terms
and conditions the Board deems appropriate.

The facilities became operational on February 1, 2006. Operation and maintenance expenses are
allocated based on each member’s actual usage. General and administrative expenses were allocated
equally to DSRSD and EBMUD during the first year of operation ending on March 31, 2007; after the
first operation year, the costs are allocated based on the member’s actual water usage. Capital costs’,
including debt service, is allocated based on each member’s proportional value of capital assets assigned
to each member agency.

Basis of Accounting

The accompanying financial statements report the financial position of the Authority in accordance with
accounting standards generally accepted in the United States of America. As the Authority is a
governmental entity, the preparation of its financial statements is governed by the pronouncements of the
Governmental Accounting Standards Board (GASB).

The Authority, as a proprietary enterprise, is accounted for on a flow of economic resources measurement
focus using the accrual basis of accounting. Measurement focus refers to what is being measured; basis
of accounting refers to when revenues and expenditures are recognized in the accounts and reported in the
financial statements.

The Authority distinguishes operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with the Authority’s principal ongoing operations. Operating expenses for enterprise funds
include the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.

11



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Notes to Financial Statements

June 30,2016 and 2015

INOTE 1 -NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)|

Statement of Net Position— The statement of net position is designed to display the financial position of
the Authority. The Authority’s fund equity is reported as net position, which is the excess of all of the
Authority’s assets over all its liabilities. Net Position is divided into three captions under GASB
Statement 34. These captions apply only to Net Position and are described below:

Net investment in capital assets, describes the Authority’s capital assets, including restricted capital
assets, net of accumulated depreciation-and reduced by the outstanding balances of any bonds, notes,
or other borrowings that are attributable to the acquisition, construction, or improvement of those
assets.

Restricted describes the portion of Net Position which is restricted as to use by the terms and
conditions of agreements with outside parties, governmental regulations, laws, or other restrictions
which the Authority cannot unilaterally alter. These principally include developer fees received for
use on capital projects, debt service requirements, and fees charged for the provision of future water
resources.

Unrestricted describes the portion of Net Position which is not restricted to use.

Statement of Revenues, Expenses, and Changes in Net Position — The statement of revenues, expenses,
and changes in net position is the operating statement for proprietary funds. Revenues are reported by
major source. This statement distinguishes between operating and nonoperating revenues and expenses
and presents a separate subtotal for operating revenues, operating expenses, and operating income.

C. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain
reported amounts of assets and liabilities and disclose contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenditures during the reporting period.
Actual results could differ from those estimates.

12



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Notes to Financial Statements

June 30, 2016 and 2015

INOTE 1 _-NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)]

D.

Capital Assets

The additions to capital assets are capitalized at historical cost. Cost includes material, direct labor and
fringe benefits, transportation, and such indirect items as engineering, supervision, and interest on
borrowed funds during construction, net of interest earned on unspent construction proceeds. Repairs,
maintenance, and minor purchases of equipment are charged to expenses as incurred. '

The purpose of depreciation is to spread the cost of capital assets equitably among all customers over the
life of these assets. The amount charged to depreciation expense each year represents that year’s pro rata
share of depreciable capital assets.

Depreciation of all capital assets in service, excluding land, is charged as an expense against operations
each year and the total amount of depreciation taken over the years, called accumulated depreciation, is
reported on the balance sheet as a reduction in the book value of the capital assets.

Capital assets are depreciated using the straight line method of depreciation, which means the cost of the
asset is divided by its expected useful life in years and the result is charged to expense each year until the
assets is fully depreciated. The Authority has assigned the useful lives listed below to capital assets:

Utility plant: ‘ Years
Water Treatment 20-75
Pumping Plants 25-75
Reservoirs 25-100
Pipeline 25-75

Preoperating Costs

In accordance with accounting principles generally accepted in the United States of America,
preoperating costs which have no discernible future economic benefit are expensed as incurred.

Cash and Cash Equivalents

The Authority considers all highly liquid investments with original maturities of three months or less
when purchased to be cash equivalents.

Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The Authority categorizes its
fair value measurements within the fair value hierarchy established by generally accepted accounting
principles. The fair value hierarchy categorizes the inputs to valuation techniques used to measure fair
value into three levels based on the extent to which inputs used in measuring fair value are observable in
the market.

13



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Notes to Financial Statements

June 30, 2016 and 2015

INOTE 1 -NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)|

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 inputs are inputs — other than quoted prices included within level 1 — that are observable
for an asset or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for an asset or liability.

If the fair value of an asset or liability is measured using inputs from more than one level of the
fair value hierarchy, the measurement is considered to be based on the lowest priority level input
that is significant to the entire measurement.

G. New GASB Pronouncement

Management adopted the provisions of the following Governmental Accounting Standards Board
(GASB) Statement, which became effective during the year ended June 30, 2016.

GASB Statement No. 72 — Fair Value Measurement and Application. The intention of this Statement is to
enhance the comparability of financial statements among governments by requiring measurement of
certain assets and liabilities at fair value using a consistent and more detailed definition of fair value and
accepted valuation techniques. It also enhances fair value application guidance and related disclosures.

14



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Notes to Financial Statements

June 30, 2016 and 2015

INOTE 2 - BANK OVERDRAFT]

A.

Composition

The Authority’s cash and cash equivalents at June 30 consisted of the following deposits and investments
held by EBMUD on the Authority’s behalf:

2016 o 2015

Demand deposits with banks (overdraﬁ)v $ (26,559) $ (440,053)

Collateralization of Cash and Cash Equivalents

California Law requires banks and savings and loan institutions to pledge government securities with a
market value of 110% of the Authority’s cash on deposit or first trust deed mortgage notes with a value of
150% of the Authority’s cash on deposit as collateral for these deposits. Under California Law this
collateral is held in an investment pool by an independent financial institution in the Authority’s name
and places the Authority ahead of general creditors of the institution pledging the collateral. The
Authority has waived collateral requirements for the portion of deposits covered by federal deposit
insurance.

The Authority’s investments are carried at fair value, as required by generally accepted accounting
principles. The Authority adjusts the carrying value of its investments to reflect their fair value at each
fiscal year end, and it includes the effects of these adjustments in income for that fiscal year.

15



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT

RECYCLED WATER AUTHORITY

INOTE 3 — CAPITAL ASSETS
A. Additions and Retirements

Notes to Financial Statements
June 30, 2016 and 2015

Capital assets activity for the year ended June 30, 2016 was as follows:

Capital assets not being depreciated:
Land and rights-of-way
Construction in progress

Total capital assets not being depreciated

Capital assets, being depreciated:
Water treatment
Pumping plants
Reservoirs
Pipelines

Total capital assets being depreciated
Less accumulated depreciation for:

Water treatment

Pumping plants

Reservoirs

Pipelines

Total accumulated depreciation

Net capital assets being depreciated

Capital assets, net

A A%
AULIULLS dalid

o PSS e |
IO CiiiCido alid

Dalas~

Balance &l saiainlt ot
June 30, 2015 Transfers, net Transfers, net June 30,2016
$1,890,977 $1,890,977
269,271 $190,118 ($106,660) 352,729
2,160,248 190,118 (106,660) 2,243,706
20,026,608 102,852 20,129,460
13,792,192 13,792,192
14,439,008 14,439,008
28,285,327 3,808 28,289,135
76,543,135 106,660 76,649,795
(4,655,852) (527,790) (5,183,642)
(2,777,826) (345,067) (3,122,893)
(2,684,514) (289,045) (2,973,559)
(5,162,226) (567,044) (5,729,270)
(15,280,418) (1,728,946) (17,009,364)
61,262,717 (1,728,946) 106,660 59,640,431
$63,422,965 ($1,538,828) $61,884,137

16




DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Notes to Financial Statements
June 30, 2016 and 2015

INOTE 4 - COMMERCIAL PAPER NOTES PAYABLE]

The Authority’s Board of Directors authorized a short-term commercial paper borrowing program of up
to $50,000,000 on December 15, 2003. The proceeds from the issuance of commercial paper are used to
finance the acquisition and construction of facilities for the treatment, transmission, distribution and
storage of recycled water. The Authority may issue commercial paper notes at the prevailing interest rate
for periods not more than 270 days from the date of issuance. The commercial paper notes are
collateralized solely by the revenues of the Authority, after payment of specific operating and
maintenance expenses. .

As of June 30, 2016, there were no commercial paper notes outstanding under this program.

To provide liquidity for the program, the Authority maintains a liquidity support agreement (line of
credit) with a commerciai bank. Combined borrowings by the East Bay Municipal Utility District Water
System and Wastewater System, with the commercial paper and bank notes, cannot exceed the amount of
this agreement. Drawings under the agreement are restricted to pay maturing commercial paper. There
were no borrowings under the line of credit agreement during the years ended June 30, 2016 and 2015.

17



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Notes to Financial Statements

June 30, 2016 and 2015

[NOTE 5 — STATE WATER RESOURCES CONTROL BOARD LOAN

A.

Composition and Change

The Authority’s Board of Directors authorized a long-term borrowing program from the State Water
Resource Control Board of up to $24,764,850 on July 25, 2005. The Authority drew down $22,993,368
as of the fiscal year ended June 30, 2006, the proceeds from which were used to finance the acquisition
and construction of facilities for the treatment, transmission, distribution and storage of recycled water.
As of June 30, 2008, the Authority drew down an additional amount of $1,685,283. The loan has a 20-

year term at a 2.5% fixed interest rate. The repayment of the loans and interest are made in annual

installments commencing on July 1, 2007. The loan is collateralized solely by the revenues of the
Authority, after payment of specific operating and maintenance expenses.

The following is the activity in the State Loan Program during the fiscal year ended June 30, 2016:

Balance Balance
June 30, 2015 Retirements June 30, 2016

2006 State Water Resource Loan

2.5%, due 07/25/2025 $14,895,976 $1,273,115 $13,622,861
Less amount due within one year 1,273,115 1,304,943
Noncurrent portion $13,622,861 $1,273,115 $12,317,918

Debt Service Requirements

Annual debt service requirements are shown below for the loan:

Year ending June 30 Principal Interest Total
2017 $ 1,304,943 $ 340,571 $ 1,645,514
2018 1,337,566 307,948 1,645,514
2019 1,371,005 274,509 1,645,514
2020 1,405,280 240,234 1,645,514
2021 1,440,412 205,102 1,645,514
2022-2026 6,763,655 467,008 7,230,663
Totals $ 13,622,861 $ 1,835372 $ 15,458,233

18



DUBLIN SAN RAMON SERVICES DISTRICT/
EAST BAY MUNICIPAL UTILITY DISTRICT
RECYCLED WATER AUTHORITY

Notes to Financial Statements
June 30, 2016 and 2015

INOTE 6 — RELATED PARTY TRANSACTIONS|

DSRSD is responsible for the operation of the facility. DSRSD and EBMUD both provide professional
services that are capitalized as well as administrative services. In addition, as the Authority does not have
any employees, EBMUD provides certain treasury management and accounting services including
conducting all cash transactions and providing for the annual audit. The two members received the
following total reimbursements for their services for the years ended June 30:

2016 2015
DSRSD $1,832,679 $1,710,236
EBMUD 67,383 22,997
$1,900,062 $1,733,233

[NOTE 7 — RISK MANAGEMENT]

The Authority’s liability and property risks are insured by commercial insurance carriers.

Selected insurance coverages include:

Coverage Policy limit
Bodily injury $ 10,000,000
Property damage 10,000,000
Personal injury 10,000,000
Non-owned and hired automobile liability 10,000,000
Public officials errors and omissions 10,000,000
Fire damage liability 1,000,000
Employment practices liability 5,000,000

Any liability the Authority may have for uninsured claims is limited to general liability claims. However,
the Authority has experienced no losses from such claims during the preceding three years and it therefore
believes there is no liability for claims incurred but not reported.
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& ASSOCIATES

V. MAZE

INDEPENDENT AUDITOR’S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors

Dublin San Ramon Services District/East Bay
Municipal Utility District Recycled Water Authority
Oakland, California

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Dublin San Ramon
Services District/East Bay Municipal Utility District Recycled Water Authority (Authority), as of and for
the year ended June 30, 2016 and the related notes to the financial statements, and have issued our report
thereon dated August 31, 2016. Our report included an emphasis of a matter paragraph disclosing the
implementation of a new accounting principle.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Authority's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Authority's internal control. Accordingly, we
do not express an opinion on the effectiveness of the Authority's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the Authority's financial statements will not be prevented, or detected and corrected on a timely basis.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. :

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Accountancy Corporation F 925.930.0135
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We have also issued a separate Memorandum on Internal Control dated August 31, 2016 which is an
integral part of our audit and should be read in conjunction with this report.

Purpose of this Report

The purpose of this report is solely to describe the. scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Authority's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority's internal control and compliance.
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Pleasant Hill, California
August 31, 2016
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