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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, 2007 (please see the attached independent auditors'
report for more detailed information).

The annual report consists of three parts: Management’s Discussion and Analysis, Financial
Statements, and Supplementary Information. The Financial Statements section also includes notes
that discuss information in the financial statements with more detail.

Overview of the Financial Statements

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

The financial statements of the Crescenta Valley Water District ("CVWD" or the "District") provide
information about the District using accounting methods similar to those used in private industry.
The Balance Sheets provide a snapshot of the District’s current and long-term assets (resources) and
liabilities (obligations) as of the end of the District’s fiscal year, June 30, 2007 and 2006. The
Statements of Revenues, Expenses and Changes in Net Assets provide information on the District’s
financial activities during the year. This statement provides a summary of the District’s revenues
generated from water and wastewater sales and other user fees and expenses associated with
providing services to the District’s customers. The Statements of Cash Flows' primary purpose is to
show information about the District’s sources of cash, such as customer receipts and return on
investments, and uses of cash such as operating expenses, capital improvements and payment of
debt.

Required Financial Statements
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Condensed Balance Sheets

Dollar Percentage
(In Thousands of Dollars) 2007 2006 Change Change

ASSETS
Current and other assets 16,888$   8,883$     8,005$     90.12%
Capital assets, net of depreciation 43,259     42,804     455          1.06%

TOTAL ASSETS 60,147$   51,687$   8,460$     16.37%

LIABILITIES
Current liabilities 1,226$     1,414$     (188)$      -13.30%
Long-term liabilities 9,918       277          9,641       3480.51%

Total liabilities 11,144     1,691       9,453       559.02%

NET ASSETS
Invested in capital assets, net of related debt 39,331     42,368     (3,037)     -7.17%
Restricted 691          -              691          0.00%
Unrestricted 8,981       7,628       1,353       17.74%

Total net assets 49,003     49,996     (993)        -1.99%

TOTAL LIABILITIES
AND NET ASSETS 60,147$   51,687$   8,460$     16.37%

Summary of Balance Sheet

CRESCENTA VALLEY WATER DISTRICT

As can be seen from the table above, current and other assets increased by $8 million or 90.12% due
to increase in cash and investments as a result of the proceeds received from the issuance of
Certificates of Participation (COPS). Capital assets increased minimally by $455,000 or 1.06%.
Current liabilities decreased by $188,000 or 13.30% as a result of decreases in accounts payable and
current portion of long-term debt. Long-term liabilities increased by $9,641 million due to the
issuance of COPs. Total net assets decreased by $993,000 or 1.99% in Fiscal Year 2007. Overall, the
decrease in net assets was primarily due to the loss in operations incurred during the year.  

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

June 30
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CRESCENTA VALLEY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

Condensed Statements of Revenues, Expenses and Changes in Net Assets

Dollar Percentage
(In Thousands of Dollars) 2007 2006 Change Change

REVENUES
Water 7,545$     6,663$     882$        13.24%
Wastewater 1,782       1,783       (1)            -0.06%

Total revenues 9,327       8,446       881          10.43%

EXPENSES
Purchased water 1,855       1,200       655          54.58%
Plant operations 2,260       2,059       201          9.76%
Distribution system 1,415       1,341       74            5.52%
L.A. wastewater system 1,810       (316)        2,126       -672.78%
Collection system 915          806          109          13.52%
General and administrative 2,786       2,361       425          18.00%

Total expenses 11,041     7,451       3,590       48.18%

OPERATING INCOME (LOSS) (1,714)     995          (2,709)     -272.26%

NONOPERATING REVENUES 327          71            256          360.56%

INCOME (LOSS) BEFORE PROPERTY
OWNER ASSESSMENTS (1,387)     1,066       (2,453)     -230.11%

PROPERTY OWNER ASSESSMENTS 394          407          (13)          -3.19%

INCREASE (DECREASE) IN NET ASSETS (993)        1,473       (2,466)     -167.41%

BEGINNING NET ASSETS 49,996     48,523     1,473       3.04%

ENDING NET ASSETS 49,003$   49,996$   (993)$      -1.99%

June 30
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CRESCENTA VALLEY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

Summary of Revenues and Expenses

Total revenues for the District were $9.3 million, which is $881,000 more than the previous years
$8.4 million or a 10.43% increase. The increase in revenues is the result of increased water sales due
to record low rainfall and an increase in water rates. Purchased water costs were up 54.58% over
last year, but were still only slightly higher than anticipated for the fiscal year 2006-2007. 

While the Balance Sheets show the change in financial position of net assets, the Statements of
Revenues, Expenses and Changes in Net Assets provide answers to the nature and source of these
changes. As can be seen above, 2007 shows a significant increase in expense for wastewater
treatment services in the amount of $2,126,000 due to a refund received during fiscal year 2006. As
mentioned last year, during the period 2004-06, the District negotiated the final contract terms with
the City of Los Angeles and worked with the previous provider, the City of Glendale, to determine
the amounts overpaid for previous fiscal years. Now that the contract has been agreed upon, it was
expected that wastewater treatment expenses should only vary minimally from year to year
according to minor changes in flow and strength measurements. However, due to mandates from
the EPA, the City of Los Angeles has been ordered to undertake a massive improvement program to
their conveyance infrastructure. This has caused a significant rise in the District’s costs for our
share of the capital improvements that will continue be shown over the next 3-5 years.  
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CRESCENTA VALLEY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

Approved Budget vs. Audit Summary

Dollar Percentage
(In Thousands of Dollars) Budget Actual Change Change

Total operating revenues 9,279$     9,327$     48$          0.52%
Total operating expenses (10,118)   (11,041)   (923)        9.12%

OPERATING LOSS (839)        (1,714)     (875)        104.29%

Nonoperating revenues 237          546          309          130.38%
Nonoperating expenses (7)            (219)        (212)        3028.57%

NET NONOPERATING REVENUES 230          327          97            42.17%

LOSS BEFORE CONTRIBUTIONS (609)        (1,387)     (778)        127.75%

CAPITAL CONTRIBUTIONS 437          394          (43)          -9.84%

CHANGES IN NET ASSETS (172)$      (993)$      (821)$      477.33%

Summary of Budget Versus Audit

Fiscal Year 2007

The variance in the Changes in Net Assets between the District’s Budget and the Financial Audit
totals are primarily due to customer demand increasing from 2006 due to record low rainfall and
the increase in purchased water costs. This contributed to Operating Revenues being slightly higher
than budgeted by $48,000, but this was offset by a $71,000 increase in purchased water and
purchased power costs. The remaining difference is due primarily to higher than budgeted costs for
wastewater treatment and disposal costs as a result of the City of Los Angeles’ increased capital
improvement activity necessitated by mandates from the United States Environmental Protection
Agency that resulted in payments of approximately $1 million more than budgeted. Nonoperating
revenues were higher than expected due to the increase in fair market value of the District’s
investment holdings and, with the issuance of bonds to fund the District’s capital improvement
program, interest expense was higher the budgeted.  
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CRESCENTA VALLEY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

Capital Assets

Dollar Percentage
(In Thousands of Dollars) 2007 2006 Change Change

WATER OPERATIONS
Land 663$        662$        1$            0.15%
Construction in progress 268          -              268          0.00%
Production equipment 5,933       5,846       87            1.49%
Distribution equipment 22,774     21,478     1,296       6.03%
Groundwater reclamation plant 2,228       2,228       -              0.00%
Autos and trucks 652          643          9              1.40%
Office equipment 420          330          90            27.27%
Office building 402          355          47            13.24%

33,340     31,542     1,798       5.70%

Less accumulated depreciation (14,682)   (14,029)   (653)        4.65%

NET WATER OPERATIONS
   CAPITAL ASSETS 18,658     17,513     1,145       6.54%

WASTEWATER OPERATIONS
Interceptor 4,954       4,954       -              0.00%
Unit 1 10,822     10,822     -              0.00%
Unit 2 19,770     19,770     -              0.00%
Tools and equipment 31            31            -              0.00%
Autos and trucks 524          437          87            19.91%
Booster building 53            53            -              0.00%
Office equipment 31            44            (13)          -29.55%

36,185     36,111     74            0.20%

Less accumulated depreciation (11,584)   (10,820)   (764)        7.06%

NET WASTEWATER OPERATIONS
   CAPITAL ASSETS 24,601     25,291     (690)        -2.73%

TOTAL NET CAPITAL ASSETS 43,259$   42,804$   455$        1.06%

June 30
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CRESCENTA VALLEY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

Capital Assets      (continued)

v

v

v

v

v

v

v

Long-Term Debt

Purchase of a used sewer camera vehicle and a new dump truck ($123,000)

The major additions to capital assets during the year were as follows:

Rehabilitation of Well No. 2 ($23,000)

Rehabilitation of SCADA system ($41,000)

Replacement of District vehicles ($60,000)

Improvements to Office and Maintenance Buildings ($48,000)

At June 30, 2007 the District had $10,216,819 in outstanding debt which consists of $10,070,000 in
Certificates of Participation and $146,819 in lease-to-own for the sewer Vactor truck.

Net capital assets increased by $455,000 from the prior year, contributing towards the ending
balance of $43.2 million. This increase consisted of continued water main replacements,
rehabilitation of wells and reservoirs, and equipment purchases.  

Replacement of over 6,071 linear feet of water mains ($1,384,000)

Replacement of computer and office equipment ($115,000)
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CRESCENTA VALLEY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

Distribution System

The majority of the District’s ninety seven miles of water mains were installed fifty or more years
ago and many are in need of replacement. The District has an active water main replacement
program that averages about 5,000 to 6,000 lineal feet of pipelines replaced each year. Each year for
the past three years, the District has hired a consultant to perform a leak detection survey to identify
any water mains that may have water leaks that have not surfaced so these areas can be repaired or
replaced. In 2006-07, the District responded to fewer emergency pipeline repairs than the year
previous.  The goal of ongoing pipeline replacement is to reduce these emergencies to zero.

Water is boosted into the reservoirs via a series of 13 pumping stations that have a total of 34
pumps. Each pumping station is equipped with a connection for emergency power that can be
quickly installed in the event of a power failure. The distributions system consists of eleven
pressure zones to provide suitable working pressure for delivery of water to the customers. Fire
protection is offered via 627 fire hydrants spread throughout the District.

CVWD operates 20 reservoirs which have a combined total storage capacity of 60 acre feet (nearly
20 million gallons). On a peak summer day, the District will provide nearly 8 million gallons to our
customers in a 24 hour period. The District’s reservoirs are generally in good to excellent condition.
There is an ongoing program to maintain the coatings of the reservoirs and perform regular
maintenance.
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CRESCENTA VALLEY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

Water Production

Water Conservation

Beginning in May 2004, the District began a public information program designed to inform
customers of the water supply situation during critical times of the year when the system is
stretched to the limit as far as production is concerned. The goal of the program is to reduce water
demand during critical periods so there will be adequate supplies for fire protection or other
emergencies, reduce the overall costs to the customers by avoiding the purchase of higher priced
imported water and minimize water waste. Rainfall was at record low levels last year. Lack of rain
in combination with other factors in the State Water Project delivery system, and low reservoir
levels in the Colorado River system, have combined to create a shortage situation for 2007-08.

The single most important factor driving water usage is hot weather. Irrigation use by customers
increases during hot dry periods. These conditions are also the times when fire danger is greatest.
The District’s goal is to keep the reservoirs as full as possible to be ready to serve fire protection
needs.

Approximately 50% to 60% of the District’s water demand is met through local groundwater
produced by pumping the District’s 12 wells in 2006-07. In previous years, this percentage has
varied depending on the water table, annual precipitation and other factors. The balance of the
supply needed to meet customer demand is purchased from Foothill Municipal Water District. In
recent years, the amount of water purchased from Foothill Municipal Water District (FMWD)
versus locally produced water has ranged from 40% purchased water to 60% produced water. The
total water demand has been increasing at a very slight rate on an annual basis. Weather is the
primary factor influencing annual fluctuations. Development within the District is mainly confined
to remodeling of existing single family homes and some densification where single family homes on
multifamily zoned lots are being demolished to make way for town homes or apartments. This
year, the District experienced MTBE contamination that forced one well to be taken out of service.
However, this has not prevented us from pumping our full adjudication of groundwater.
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CRESCENTA VALLEY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2007

Water Conservation      (continued)

Capital Facilities

Conditions Affecting Current Financial Position

The financial report contained herein is designed to provide a general overview of the finances, activities and
operations of the District. To obtain additional information, please feel free to contact the Crescenta Valley
Water District - Finance Department at (818) 248-3925.

The District’s public information program is intended to help reduce overall water demand. Water
usage in the summer constitutes the “peak” flow of the year. Conservation efforts help to reduce
this peak and thereby lower the District’s expense in terms of system requirements needed to meet
peak flow. Ongoing water conservation measures and initiation of new programs and public
service announcements help keep the public informed.

CVWD has a five year capital facilities replacement program that outlines the District’s future
projects. These are projects such as upgrades and replacement of wells, pumps, pipelines,
reservoirs and on the wastewater side maintenance and improvement of the sewage collection
system. Historically, the District has budgeted $1.5 to $2.5 million annually for capital projects to
try to keep up with replacement of ageing infrastructure. The District’s Water Master Plan has been
updated and a capital project list established. The Water Master Plan Update is intended to give the
District a ten year planning horizon. In January 2007 the district issued $10,070,000 Revenue
Certificates of Participation to fund future needed capital projects. This will permit a number of
important projects to be undertaken sooner than using a “pay as you go” approach.

Management is unaware of any other conditions, which could have a significant impact on the
District’s current financial position, net assets or operating results in terms of past, present and
future.

As a consequence of this funding, CVWD is moving forward with several needed capital projects
and expects the annual volume of construction to be in the $2,500,000 to $3,500,000 range of the next
several years.
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See independent auditors' report and accompanying notes to financial statements.                                                                       

CRESCENTA VALLEY WATER DISTRICT

BALANCE SHEETS
June 30, 2007 and 2006

2007 2006
ASSETS

Current assets
Cash and cash equivalents 3,008,364$      1,495,065$      
Accounts receivable - billed, net of allowance

for doubtful accounts of $11,000 for 2007 and 2006 941,023           689,639           
Accounts receivable - unbilled 500,136           469,162           
Interest receivable 149,079           88,298             
Other receivables 29,638             9,383               
Inventory of materials and supplies 219,505           189,194           
Prepaid expenses 37,242             33,404             

Total current assets 4,884,987        2,974,145        

Noncurrent assets
Investments - unrestricted 5,286,555        5,909,331        
Investments - restricted 6,600,819        -                       
Bond issuance costs, net of accumulated amortization of $1,600 115,187           -                       
Capital assets

Utility plants, buildings and equipment, net 42,328,111 42,141,619      
Land and construction in progress 930,827           662,449           

Total noncurrent assets 55,261,499      48,713,399      

TOTAL ASSETS 60,146,486$    51,687,544$    
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See independent auditors' report and accompanying notes to financial statements.                                                                       

CRESCENTA VALLEY WATER DISTRICT

BALANCE SHEETS     (continued)
June 30, 2007 and 2006

2007 2006
LIABILITIES

Current liabilities
Accounts payable 492,421$         574,686$         
Accrued interest 35,636 -                       
Accrued liabilities 49,219 45,467             
Accrued compensated absences 289,732 239,227           
Consumer and installation deposits 323,272           395,652           
Current portion of long-term debt 34,266             159,129           

Total current liabilities 1,224,546        1,414,161        

Noncurrent liabilities
Long-term debt, net of current portion 112,553           277,226           
Certificates of participation 10,070,000      -                       
Bond discount, net of accumulated amortization of $3,669 (264,136)          -                       

Total noncurrent liabilities 9,918,417        277,226           

Total liabilities 11,142,963      1,691,387        

NET ASSETS

Invested in capital assets, net of related debt 39,330,924      42,367,713      
Restricted for debt service 691,337           -                       
Unrestricted 8,981,262        7,628,444        

Total net assets 49,003,523      49,996,157      

TOTAL LIABILITIES AND NET ASSETS 60,146,486$    51,687,544$    
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See independent auditors' report and accompanying notes to financial statements.                                                                       

CRESCENTA VALLEY WATER DISTRICT

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
For the Years Ended June 30, 2007 and 2006

2007 2006
OPERATING REVENUES

Water operation 7,545,219$         6,662,999$         
Wastewater operation 1,781,676           1,783,128           

Total operating revenues 9,326,895           8,446,127           

OPERATING EXPENSES

Purchased water 1,854,431           1,200,410           
Plant operation 2,259,491           2,058,632           
Distribution system 1,415,183           1,341,251           
City of L.A. wastewater system expenses  (Note 12) 1,809,748           (315,687)            
Collection system 915,274              805,726              

Total operating expenses 8,254,127           5,090,332           

General and administrative expenses 2,786,298           2,360,892           

OPERATING INCOME (LOSS) (1,713,530)         994,903              

NONOPERATING REVENUES (EXPENSES)

Investment income 596,883              158,884              
Unrealized loss on investments (29,518)              (81,876)              
Gain (loss) on sale of capital assets (21,052)              4,939                  
Interest expense (213,925)            (11,052)              
Amortization of deferred bond costs (5,268)                -                         

Net nonoperating revenues 327,120              70,895                

NET INCOME (LOSS) BEFORE CAPITAL CONTRIBUTIONS (1,386,410)         1,065,798           

CAPITAL CONTRIBUTIONS 393,776              407,454              

CHANGES IN NET ASSETS (992,634)            1,473,252           

NET ASSETS AT BEGINNING OF YEAR 49,996,157         48,522,905         

NET ASSETS AT END OF YEAR 49,003,523$       49,996,157$       
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See independent auditors' report and accompanying  notes to financial statements.                                                                      

CRESCENTA VALLEY WATER DISTRICT

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2007 and 2006

2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers 8,951,903$      8,477,904$      
Cash payments to suppliers and employees (9,459,418)      (5,732,410)       

Net cash provided (used) by operating activities (507,515)         2,745,494        

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisitions of capital assets (1,815,272)      (2,127,946)       
Acquisitions of land (750)                (489,246)          
Cost of construction in progress additions (267,628)         -                       
Proceeds from sales of capital assets 200                  5,982               
Property owner assessments 56,978             70,656             
Proceeds from capital contributions 336,798           336,798           
Interest paid (178,289)         (11,052)            
Net proceeds from certificates of participation 9,685,408        -                       
Principal payments on long-term debt (289,536)         (122,457)          

Net cash used by capital and related financing activities 7,527,909        (2,337,265)       

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of U.S. government and agency securities (4,276,455)      (750,000)          
Sales of U.S. government and agency securities 737,623           -                       
Purchases of U.S. corporate bonds (2,360,000)      (500,000)          
Investment income 391,737           285,321           

Net cash used by investing activities (5,507,095)      (964,679)          

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 1,513,299        (556,450)          

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 1,495,065        2,051,515        

CASH AND CASH EQUIVALENTS AT END OF YEAR 3,008,364$      1,495,065$      
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See independent auditors' report and accompanying  notes to financial statements.                                                                      

CRESCENTA VALLEY WATER DISTRICT

STATEMENTS OF CASH FLOWS     (continued)
For the Years Ended June 30, 2007 and 2006

2007 2006

RECONCILIATION OF INCOME (LOSS) FROM OPERATIONS
TO NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Income (loss) from operations (1,713,530)$    994,903$         
Adjustments to reconcile income (loss) from operations 
to net cash provided by operating activities:

Depreciation 1,607,529        1,519,323        
Changes in assets and liabilities

(Increase) decrease in accounts receivable (282,358)         (38,408)            
(Increase) decrease in other receivables (20,255)           (1,474)              
(Increase) decrease in inventory (30,311)           (51,685)            
(Increase) decrease in prepaid expenses (3,838)             (4,656)              
Increase (decrease) in accounts payable (82,265)           228,730           
Increase (decrease) in accrued interest 35,636             -                       
Increase (decrease) in accrued liabilities 3,752               27,098             
Increase (decrease) in accrued compensated absences 50,505             -                       
Increase (decrease) in consumer deposits (72,380)           71,663             

Net cash provided (used) by operating activities (507,515)$       2,745,494$      

RECONCILIATION OF CASH AND CASH EQUIVALENTS
TO BALANCE SHEETS

Cash and cash equivalents 3,008,364$      1,495,065$      
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See independent auditors' report.                                                                                                                                                     

CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Nature of Organization
 

B. Basis of Accounting and Financial Statement Presentation

The District reports its activities as an enterprise fund, which is used to account for operations that
are financed and operated in a manner similar to private business enterprise, where the intent of the
District is that the costs (including depreciation) of providing goods and services to the general
public on a continuing basis be financed or recovered primarily through user charges. Revenues and
expenses are recognized on the accrual basis, as such, revenues are recognized in the accounting
period in which they are earned and expenses are recognized in the period incurred.

In accordance with Government Accounting Standards Board (GASB) No. 20, the District's
Enterprise Funds follow all GASB statements issued prior to November 30, 1989 until subsequently
amended, superseded or rescinded. The District also applies all Financial Accounting Standards
Board (FASB) statements issued after November 30, 1989 that are developed for business enterprises,
unless those statements conflict with or contradict a GASB statement.

An enterprise fund is accounted for on a cost of services or "capital maintenance" measurement
focus. This means that all assets and liabilities (whether current or noncurrent) associated with the
activity are included on the statement of net assets.

The Crescenta Valley Water District (the "District") is a special district organized in 1950 under the
provisions of the County Water District Law. The District delivers water and transports wastewater
for residents in the Crescenta Valley area. The District is not part of a larger governmental
organization.
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See independent auditors' report.                                                                                                                                                     

CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES     (continued)

B. Basis of Accounting and Financial Statement Presentation     (continued)

C. Budgets

Restricted - This component of net assets consists of constraints placed on net asset use through
external constraints imposed by creditors (such as through debt covenants), grantors, contributors,
or laws or regulations of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.  

Invested in capital assets, net of related debt - This component of net assets consists of capital
assets, net of accumulated depreciation reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets. If there are significant unspent related debt proceeds at year-end, the
portion of the debt attributable to the unspent proceeds are not included in the calculation of
invested in capital assets, net of related debt. Rather, that portion of the debt is included in the same
net assets component as the unspent proceeds.

The District prepares detailed annual budgets, which are approved by the Board of Directors.

On July 1, 2003, the District adopted the provisions of Governmental Accounting Standards Board
Statement No. 34 "Basic Financial Statements - and Management's Discussion and Analysis - For State and 
Local Governments." Statement 34 established standards for external financial reporting for all state
and local governmental entities, which includes a balance sheet, statement of revenues, expenses and 
changes in net assets and statement of cash flows. It requires the classification of net assets into
three components - invested in capital assets, net of related debt; restricted; and unrestricted. These
classifications are defined as follows:

Unrestricted - This component of net assets consists of net assets that do not meet the definition of
"restricted" or "invested in capital assets, net of related debt."

The adoption of GASB Statement No. 34 had no effect on the basic financial statements except for the
reclassification of net assets in accordance with the statement.
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See independent auditors' report.                                                                                                                                                     

CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES     (continued)

D. Use of Estimates

E. Statement of Cash Flows

F. Cash and Cash Equivalents

G. Accounts Receivable

H. Other Receivables

I. Inventory

Inventory consists of pipes, construction materials and maintenance supplies and is valued at the
lower of cost, determined by first-in, first-out method, or market.

The District grants unsecured credit to its customers. Bad debts are accounted for by the reserve
method, which establishes an allowance for doubtful accounts based upon historical losses and a
review of past due accounts.

Other receivables consist mainly of amounts due from customers as reimbursements for eligible
project expenses.

The District has adopted Governmental Accounting Standards Board Statement No. 9. For purposes
of this statement, short-term investments which have a maturity of three months or less when
purchased are considered to be cash equivalents. At June 30, 2007, the District invested with the
State Treasurer's Local Agency Investment Fund. This is a pooled money investment account and is
considered cash equivalents.

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 and disclosures. Accordingly, actual results could differ from those
estimates. Material estimates that are particularly susceptible to change relate to depreciation on
property and equipment, and the accrued wastewater system improvements costs.

Substantially all of the District's cash is invested in interest bearing accounts. The District considers
all highly liquid investments with a maturity of three months or less to be cash equivalents.
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES     (continued)

J. Prepaid Expenses

K. Investments

The District accounts for investments under Statement No. 31 of the Governmental Accounting
Standards Board, Accounting and Financial Reporting for Certain Investments and for External Investment
Pools. The statement requires that governmental entities report investments at fair value on the
balance sheet. All investment income, including changes in the fair value of investments, is reported
as revenue in the income statement. Investments subject to fair value reporting include participating
interest-earning investment contracts, external investment pools, open-end mutual funds, debt
securities (including, but not limited to, U.S. Treasury securities, U.S. government agency securities,
municipal securities, corporate bonds, convertible debt, commercial paper, negotiable certificates of
deposit, securitized debt instruments such as CMOs and REMICs, and interest-only and principal-
only strips), and certain equity securities.

Investments not subject to fair value reporting include money market investments and participating
interest-earning investment contracts that have a remaining maturity at time of purchase of one year
or less, provided that the fair value of those investments is not significantly affected by the
impairment of the credit standing of the issuer or by other factors. All of the District's investments
including the Local Agency Investment Fund (LAIF) are subject to fair value reporting. Fair values
are based on quoted market prices.

Certain payments to vendors reflects costs applicable to future accounting periods and are recorded
as prepaid items in the financial statements.

21



See independent auditors' report.                                                                                                                                                     

CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES     (continued)

K. Investments     (continued)

L. Capital Assets

M. Compensated Absences

N. Consumer and Installation Deposits

Changes in fair value that occur during a fiscal year are recognized as investment income reported
for that fiscal year. Investment income includes interest earnings, changes in fair value, and any
gains or losses realized upon the liquidation or sale of investments.

The District receives deposits from its customers for installation of meters and hydrants.

Capital assets purchased and/or constructed are capitalized at historical cost. Depreciation has been
provided using the straight-line method over the assets estimated useful lives of 5 to 40 years.  

The District records the expense for employees' vacation and sick leave benefits in the period in
which they accumulated and become vested, in accordance with District policy.

The District is a voluntary participant in the LAIF that is regulated by California Government Code
Sections 16430 and 16480 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 on the District's pro-rata share of the fair value provided by LAIF for the entire LAIF
portfolio (in relation to the amortized cost of that portfolio). The balance available for withdrawal is
based on the accounting records maintained by LAIF, which are recorded on an amortized cost
basis. Included in LAIF's investment portfolio are collateralized mortgage obligations, mortgage-
backed securities, other asset-backed securities, loans to certain state funds, and floating rate
securities issued by federal agencies, government-sponsored enterprises and corporations.

Expenses for maintenance and repairs of property, including renewals of minor items, are charged to
the appropriate maintenance expense account. A betterment or replacement of a unit of property is
accounted for as an addition or retirement of property, respectively. Depreciation for the years
ended June 30, 2007 and 2006 was $1,607,529 and $1,519,323 respectively.  
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES     (continued)

O. Capital Contributions

P. Classification of Revenue

Q. Revenue Recognition

R. Comparative Data and Reclassifications

Comparative total data for the prior year has been presented in the accompanying financial
statements in order to provide an understanding of changes in the District's financial position and
operations. Certain reclassifications to prior year comparative amounts have been made in order to
be consistent with the current year presentation.

Operating revenues are defined as revenues realized by the District in exchange for providing its
primary services for water and wastewater operations. Nonoperating revenues are those derived
from the investment of cash reserves and from entities other than customers and other ancillary
sources.

As an enterprise (proprietary) fund, the District classifies its revenues into two classifications:
operating and nonoperating revenue.

In connection with the execution of a Waste Water Conveyance Agreement with the City of La
Canada Flintridge, the District recognized capacity charges of $336,798 as a capital contribution in
each year ended June 30, 2007 and 2006. These are the second and last installments expected to be
received from the City. Capital contributions also include property owner assessments of $56,978
and $70,656 for the years ended June 30, 2007 and 2006, respectively.

Revenue is recognized and accounts receivable is recorded as water and wastewater services are
provided. This includes estimated charges for water and wastewater services delivered prior to year
end and billed during a subsequent billing cycle. 
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS

Type 2007 2006

Cash and cash equivalents:
     Cash 1,939,804$      234,795$         
     Local Agency Investment Fund 1,068,560        1,260,270        

3,008,364        1,495,065        

Investments:
Unrestricted
     U.S. Treasury/Agency Securities--FFCB 1,409,675        1,384,750        
     U.S. Treasury/Agency Securities--FHLB 970,630           1,683,746        
     Corporate Bonds--CITI Group Bonds 2,422,435        2,364,930        
     Corporate Bonds--Countrywide 483,815           475,905           

5,286,555        5,909,331        
Restricted
     U.S. Treasury/Agency Securities--FHLM 3,551,572        -                       
     Corporate Bonds--Capital One 1,373,410        -                       
     Corporate Bonds--Deutsche Telekom International 984,500           -                       
     Variable Rate Obligation Reserve 691,337           -                       

     6,600,819        -                       

          Total investments 11,887,374      5,909,331        

Total cash and cash equivalents and investments 14,895,738$    7,404,396$      

        Total restricted investments

        Total unrestricted investments

Fair Value

        Total cash and cash equivalents

Cash and cash equivalents and investments are presented on the Balance Sheets as follows at June
30, 2007 and 2006:
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS     (continued)

Cash Deposits

Investment Credit Risk

1)

2)

3)

The California Government Code requires California banks and savings and loan associations to
secure the District's cash deposits by pledging securities as collateral. This Code states that collateral
pledged in this manner shall have the effect of perfecting a security interest in such collateral
superior to those of a general creditor. Thus, collateral for cash deposits is considered to be held in
the District's name.

With certain limitation, negotiable certificates of deposit, prime bankers' acceptances, prime
commercial paper, and repurchase agreements with certain limitations;

Direct obligations of the United States government, its agencies, and instrumentalities to which
the full faith and credit of the United States government is pledged, or obligations to the
payment of which the full faith and credit of the State is pledged;

The fair value of pledged securities must equal at least 110% of the District's cash deposits.
California law also allows institutions to secure District deposits by pledging first trust deed
mortgage notes having a value of 150% of the District's total cash deposits. The District may waive
collateral requirements for cash deposits that are fully insured up to $100,000 by the Federal Deposit
Insurance Corporation.  The District, however, has not waived the collateralization requirements.

The District's investment policy limits certain concentrations on investments. It is empowered by
the California Government Code 53601 to invest in a variety of securities. Investment options under
the code include the following:

Certificates of deposit or savings accounts that are either insured or secured with acceptable
collateral with in-state financial institutions, and fully insured certificates of deposit or savings
accounts in out-of-state financial institutions;

The carrying amounts of the District's cash deposits were $61,297 and $234,795 at June 30, 2007 and
2006, respectively. Bank balances at June 30, 2007 and 2006 were $222,521 and $334,705, respectively,
which were fully insured and/or collateralized with securities held by the pledging financial
institutions in the District's name as discussed below.
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS     (continued)

Investment Credit Risk

4)

5)

6)

Interest Rate Risk

Fair Value Less than 1 1 to 2 2 to 3 3 to 5

FFCB  $    1,409,675  $                    -  $                    -  $        1,409,675  $                       - 

FHLB           970,630                        -                        -               970,630                           - 

CITI Group Bonds        2,422,435                        -          1,454,695               967,740                           - 

Countrywide           483,815                        -                        -               483,815                           - 

FHLM        3,551,572         2,079,420          1,472,152                           -                           - 

Capital One        1,373,410         1,373,410                        -                           -                           - 

Deutsche Telekom International           984,500                        -             984,500                           -                           - 

Variable Rate Obligation Reserve           691,337            691,337                        -                           -                           - 

     Total  $  11,887,374  $     4,144,167  $      3,911,347  $        3,831,860  $                       - 

Investment Maturities (In Years)

Investment Type

The District's investment policy limits investment maturities to five years or less as a means of
managing its exposure to fair value losses arising from increasing interest rates. At June 30, 2007, the
District had the following investment maturities:

County, municipal, or school district tax supported debt obligations; bond or revenue
anticipation notes; money judgments; or bond or revenue anticipation notes of public trusts
whose beneficiary is a county, municipality, or school district;

Notes or bonds secured by a mortgage or trust deed insured by the Federal Housing
Administrator and debentures issued by the Federal Housing Administrator, and obligations of
the National Mortgage Association; and

Money market funds regulated by the Securities and Exchange Commission (SEC) in which
investments consist of the investments mentioned in points 1, 2, 3, and 4.
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS     (continued)

Interest Rate Risk      (continued)

Fair Value Less than 1 1 to 2 2 to 3 3 to 5

FFCB  $    1,384,750  $                    -  $                    -  $                       -  $        1,384,750 

FHLB        1,683,746                        -                        -               732,186               951,560 

CITI Group Bonds        2,364,930                        -                        -                           -            2,364,930 

Countrywide           475,905                        -                        -                           -               475,905 

     Total  $    5,909,331  $                    -  $                    -  $           732,186  $        5,177,145 

Credit Risk

% of

Investment

Moody's S&P's Credit with Interest

Credit Rating Rating Rate Risk

FFCB AAA AAA 11.86%
FHLB AAA AAA 8.17%
CITI Group Bonds A A 20.38%
Countrywide A A 4.07%
FHLM AAA AAA 29.87%
Capital One A A 11.55%
Countrywide A A 8.28%
Variable Rate Obligation Reserve Not Rated Not Rated 5.82%

     Total 100.00%

with Credit Exposure as a Percentage of Total Investments

Investment Type

Credit Quality Distribution for Securities

At June 30, 2006, the District had the following investment maturities:

Investment Maturities (In Years)

State law limits investments in commercial paper and corporate bonds to the top two ratings issued
by nationally recognized statistical rating organizations (NRSROs). It is the District's policy to limit
its investments in these investment types to the top rating issued by NRSROs, including raters
Standard & Poor's and Moody's Investors Service. At June 30, 2007, the District's credit risks,
expressed on a percentage basis, were as follows:

Investment Type
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS     (continued)

% of
Investment

Moody's S&P's Credit with Interest
Credit Rating Rating Rate Risk

FFCB AAA AAA 23.43%

FHLB AAA AAA 28.49%

CITI Group Bonds A A 40.03%

Countrywide A A 8.05%

     Total 100.00%

Maturity

2007 2006

 $   1,495,065 
-                    

732,186         
5,177,145      

     Total 7,404,396$    

Maturity

Current to one year  $     7,152,531 

Fair Value

Three to five years -                      

 $   14,895,738 

One to two years 3,911,347        
Two to three years 3,831,860        

At June 30, 2006, the District's credit risks, expressed on a percentage basis, were as follows:

Credit Quality Distribution for Securities
with Credit Exposure as a Percentage of Total Investments

Investment Type

Cash and cash equivalents and investments stated at fair value grouped by maturity date at June 30,
2007 and 2006, are shown below:
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 3 - CAPITAL ASSETS

 Beginning 
Balance

06/30/2006  Additions  Retirements 

 Ending
Balance

06/30/2007 

WATER OPERATIONS

Capital assets, not being depreciated:
Land 662,449$         750$                -$                       663,199$            
Construction in progress -                      267,628           -                         267,628              

662,449           268,378           -                         930,827              

Capital assets, being depreciated:
Production equipment 5,846,438        86,101             -                         5,932,539           
Distribution equipment 21,478,266      1,383,691        (88,550)              22,773,407         
Groundwater reclamation plant 2,228,446        -                       -                         2,228,446           
Autos and trucks 643,440           93,576             (84,657)              652,359              
Office equipment 330,172           100,018           (9,814)                420,376              
Office building 354,585           47,746             -                         402,331              

30,881,347      1,711,132        (183,021)            32,409,458         

Less accumulated depreciation for:
Production equipment 2,919,955        197,863           -                         3,117,818           
Distribution equipment 8,746,924        438,560           (72,433)              9,113,051           
Groundwater reclamation plant 1,426,366        89,137             -                         1,515,503           
Autos and trucks 549,093           53,445             (84,658)              517,880              
Office equipment 242,111           29,085             (5,188)                266,008              
Office building 144,738           7,397               -                         152,135              

14,029,187      815,487           (162,279)            14,682,395         

Capital assets, being depreciated, net 16,852,160      895,645           (20,742)              17,727,063         

Capital assets, net (water operations) 17,514,609      1,164,023        (20,742)              18,657,890         

A summary of the changes in capital assets for the years ended June 30, 2007 and 2006 is as follows:
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 3 - CAPITAL ASSETS     (continued)

 Beginning 
Balance

06/30/2006  Additions  Retirements 

 Ending
Balance

06/30/2007 

WASTEWATER OPERATIONS

Capital assets, being depreciated:
Wastewater collection system

Interceptor 4,953,835        -                       -                         4,953,835           
Unit 1 10,821,839      -                       -                         10,821,839         
Unit 2 19,769,601      -                       -                         19,769,601         

Tools and lab equipment 30,530             -                       -                         30,530                
Autos and trucks 436,720           89,981             (2,758)                523,943              
Booster building 53,475             -                       -                         53,475                
Office equipment 43,933             15,195             (27,787)              31,341                

36,109,933      105,176           (30,545)              36,184,564         

Less accumulated depreciation for:
Wastewater collection system

Interceptor 1,454,288        100,474           -                         1,554,762           
Unit 1 3,286,764        218,735           -                         3,505,499           
Unit 2 5,741,527        394,380           -                         6,135,907           

Tools and lab equipment 15,382             4,378               -                         19,760                
Autos and trucks 247,372           70,212             (2,757)                314,827              
Booster building 39,449             1,783               -                         41,232                
Office equipment 35,692             2,080               (26,243)              11,529                

10,820,474      792,042           (29,000)              11,583,516         

Capital assets, net (wastewater operations) 25,289,459      (686,866)          (1,545)                24,601,048         

Total capital assets, net 42,804,068$    477,157$         (22,287)$            43,258,938$       
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 3 - CAPITAL ASSETS     (continued)

 Beginning 
Balance

06/30/2005  Additions  Retirements 

 Ending
Balance

06/30/2006 

WATER OPERATIONS

Capital assets, not being depreciated:
Land 173,203$         489,246$         -$                       662,449$            

Capital assets, being depreciated:
Production equipment 5,378,461        559,659           (91,682)              5,846,438           
Distribution equipment 20,118,456      1,433,739        (73,929)              21,478,266         
Groundwater reclamation plant 2,226,126        2,320               -                         2,228,446           
Autos and trucks 633,733           53,329             (43,622)              643,440              
Office equipment 480,290           43,131             (193,249)            330,172              
Office building 339,025           15,560             -                         354,585              

29,176,091      2,107,738        (402,482)            30,881,347         

Less accumulated depreciation for:
Production equipment 2,812,577        199,060           (91,682)              2,919,955           
Distribution equipment 8,422,106        398,747           (73,929)              8,746,924           
Groundwater reclamation plant 1,337,274        89,092             -                         1,426,366           
Autos and trucks 548,312           44,402             (43,621)              549,093              
Office equipment 412,952           21,366             (192,207)            242,111              
Office building 136,865           7,873               -                         144,738              

13,670,086      760,540           (401,439)            14,029,187         

Capital assets, being depreciated, net 15,506,005      1,347,198        (1,043)                16,852,160         

Capital assets, net (water operations) 15,679,208      1,836,444        (1,043)                17,514,609         
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 3 - CAPITAL ASSETS     (continued)

 Beginning 
Balance

06/30/2005  Additions  Retirements 

 Ending
Balance

06/30/2006 

WASTEWATER OPERATIONS

Capital assets, being depreciated:
Wastewater collection system

Interceptor 4,953,835        -                       -                         4,953,835           
Unit 1 10,821,839      -                       -                         10,821,839         
Unit 2 19,769,601      -                       -                         19,769,601         

Tools and lab equipment 30,530             -                       -                         30,530                
Autos and trucks 247,018           198,398           (8,696)                436,720              
Booster building 53,475             -                       -                         53,475                
Office equipment 42,546             1,387               -                         43,933                

35,918,844      199,785           (8,696)                36,109,933         

Less accumulated depreciation for:
Wastewater collection system

Interceptor 1,353,814        100,474           -                         1,454,288           
Unit 1 3,068,029        218,735           -                         3,286,764           
Unit 2 5,347,090        394,437           -                         5,741,527           

Tools and lab equipment 10,847             4,535               -                         15,382                
Autos and trucks 218,830           37,238             (8,696)                247,372              
Booster building 37,667             1,782               -                         39,449                
Office equipment 34,110             1,582               -                         35,692                

10,070,387      758,783           (8,696)                10,820,474         

Capital assets, net (wastewater operations) 25,848,457      (558,998)          -                         25,289,459         

Total capital assets, net 41,527,665$    1,277,446$      (1,043)$              42,804,068$       
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 4 - LONG-TERM DEBT

Bonds Payable

2007 2006

 $                  -  $      256,778 

         146,819          179,577 

         146,819          436,355 

           34,266          159,129 

 $      112,553  $      277,226 

Interest Total

 $          6,295  $        40,561 
             4,718            40,561 
             3,069            40,561 
             1,343            40,561 

 $        15,425  $      162,244 

     Long-term debt, net of current portion

Aggregate payments of principal and interest required for long-term debt for each succeeding year
are as follows:

Long-term debt and related current maturities as of June 30, 20067 and 2006 consist of the following:

 $        34,266 2008

PrincipalFiscal Year Ending June 30

 $      146,819 

           39,218 2011

Bond payable to LaSalle Bank, unsecured, 5-year term
with principal and interest payments of $66,758 due
semi-annually, annual interest rate of 3.17%. Paid off
in 2007 from the COPs proceeds.

Bond payable to LaSalle Bank, unsecured, 5-year term
with principal and interest payments of $20,280 due
semi-annually, annual interest rate of 4.55%,
maturing in 2011.

Less current maturities

2010
           35,843 
           37,492 

2009
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 4 - LONG-TERM DEBT     (continued)

Certificates of Participation

Beginning 
Balance

06/30/2006 Additions Retirements

Ending 
Balance

06/30/2007

Certificates of Participation -$                    10,070,000$    -$                       10,070,000$       

Principal Interest Total

2008 -$                    427,638$         427,638$            
2009 185,000           427,638           612,638              
2010 195,000           420,238           615,238              
2011 200,000           412,438           612,438              
2012 210,000           404,438           614,438              
2013 220,000           396,038           616,038              
2014 225,000           387,237           612,237              
2015 235,000           378,237           613,237              
2016 245,000           368,837           613,837              
2017 255,000           359,037           614,037              

Thereafter 8,100,000        4,193,407        12,293,407         

10,070,000$    8,175,183$      18,245,183$       

The District entered into an "Installment Purchase Agreement" on December 1, 2006. Under the
terms of the installment purchase agreement, the District has provided financing in the amount of
$10,070,000 to construct a variety of capital improvements to the District Water System during the
fiscal years 2007 through 2009. These improvements include well rehabilitation, improvements to
existing water reservoirs, improvements to the Water System distribution system, upgrades to
existing pumping stations, water pipeline replacements and other miscellaneous improvements.
Debt service payments are required on June 1st and December 1st. Principal payments will begin on
June 1, 2009.  Final maturity date is June 1, 2037.

A portion of the proceeds from the sale of the certificates was used to pay off a bond payable from
La Salle Bank. The District deposited funds from a portion of the net proceeds of the sale of the
certificates in a reserve fund to be held by U.S. Bank National Association, Los Angeles, California,
the escrow agent. 

Future principal and interest obligations for each of the next ten fiscal years along with the aggregate
subsequent payments are as follows:

34



See independent auditors' report.                                                                                                                                                     

CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 4 - LONG-TERM DEBT     (continued)

Certificates of Participation     (continued)

NOTE 5 - LONG-TERM CAPITAL IMPROVEMENT PROGRAM

The District has developed a long-term capital improvement program for water pipeline
replacement, reservoir upgrades, drilling of new groundwater wells, well improvements, pump
station upgrades, upgrades of the computerized monitoring system, replacement of other equipment
related to water system operations, and for the District's share of City of Los Angeles wastewater
systems renovations. The District uses a 10-year cash flow projection that incorporates revenue
projections, operating expense projections, capital improvements as described above, anticipated
income from investments, and current cash reserves to project the balance of funds at the end of
future fiscal years. The Board of Directors' guidelines for minimum cash reserves, discussed below,
indicate when customers' water and sewer rates should be increased to meet future capital and
expense needs of the District. Based on current water and sewer rates, projected investment income,
and projected levels of capital improvements and operating expenses, the District expects that cash
reserves will be depleted in the coming years without rate increases.

Bond discount totaled of $267,805 has been capitalized and is being amortized over the term of the
bonds of 30 years using the straight-line method. Amortization for the year ending June 30, 2007
was $3,669.

Bond issuance costs of $116,787 include underwriter fees and insurance premiums. This amount has
been capitalized and is being amortized over the term of the bonds of 30 years using the straight-line
method.  Amortization for the year ending June 30, 2007 was $1,599.
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 6 - NET ASSETS, INVESTED IN CAPITAL ASSETS, NET OF RELATED DEBT

2007 2006

Total capital assets  $ 43,258,938  $ 42,804,068 
Less debt associated with capital assets

Long-term debt, current portion           (34,266)         (159,129)
Long-term debt, noncurrent portion         (112,553)         (277,226)
COPS - noncurrent portion    (10,070,000)                      - 
Bond discount          264,136                      - 
Bond issuance costs          115,187                      - 
Proceeds - unspent       5,909,482                      - 

     Net assets invested in capital assets,
          net of related debt  $ 39,330,924  $ 42,367,713 

NOTE 7 - CASH RESERVES

Water

1)

2)

3) Drought contingency or rate stabilization reserve of 25% of annual water charges.

Working cash equal to two months of operating, general and administrative expenses, excluding
purchased water.

The District employs a method for determining minimum cash reserve levels based on a 1995 Water
and Wastewater Rate Study conducted by an outside consultant. Cash reserves consist of the excess
of current assets over current liabilities. The following are the components of the minimum levels of
cash reserves to be held for each enterprise:

Emergency reserves of $750,000 to provide seed money in the event of a natural disaster before
Federal (FEMA) funding becomes available.

Net assets invested in capital assets, net of related debt are presented on the Balance Sheets as
follows at June 30, 2007 and 2006:
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 7 - CASH RESERVES     (continued)

Wastewater

1)

2)

3)

NOTE 8 - POOLED ARRANGEMENTS

NOTE 9 - DEFERRED COMPENSATION PLAN

Drought contingency or rate stabilization reserve of 15% of annual wastewater charges.

For the benefits of its employees, the District participates in a 457 Deferred Compensation Program
(Program) administered by Lincoln Financial Services. The purpose of this program is to provide
deferred compensation for public employees that elect to participate in the Program. Generally,
eligible employees may defer receipt of a portion of their salary until termination, retirement, death
or unforeseen emergency. Until the funds are paid or otherwise made available to the employee, the
employee is not obligated to report the deferred salary for income tax purposes.

Federal law requires deferred compensation assets to be held in trust for the exclusive benefit of the
participants. Accordingly, the District is in compliance with this legislation. Therefore, these assets
are not the legal property of the District, and are not subject to claims of the District's general
creditors. Market value of all plan assets held in trust by the District plan amounted to $556,271 in
fiscal year 2007 and $513,880 in fiscal year 2006.

The District has implemented GASB Statement No. 32, Accounting for Financial Reporting for Internal
Revenue Code Section 457 Deferred Compensation Plans . Since the District has little administrative
involvement and does not perform the investing function of this plan, the assets and related
liabilities are not shown on the balance sheets.

The District's insurance coverage for general liability, automobile liability, public official's liability,
property and fidelity is provided through a self-insurance program under the Association of
California Water Agencies (ACWA)/Joint Powers Insurance Authority (JPIA). The District has been
a JPIA member since October 1979. The JPIA provides joint protection coverage for losses in excess
of the member districts' individually specified self-insurance retention levels. Individual claims (and
aggregate public liability and property claims) in excess of specified levels are covered by excess
insurance policies purchased from commercial insurance carriers.

Emergency reserves of $750,000 to provide seed money in the event of a natural disaster before
Federal (FEMA) funding becomes available.

Working cash equal to two months of operating, general and administrative expenses.
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 10 - EMPLOYEE RETIREMENT PLAN

Annual Pension Cost

Crescenta Valley Water District contributes to the California Public Employees Retirement System
(CalPERS), an agent multiple-employer public employee defined benefit pension plan. CalPERS
provides retirement and disability benefits, annual cost-of-living adjustments and death benefits to
plan members and beneficiaries. CalPERS acts as a common investment and administrative agent
for participating public entities within the State of California. Benefit provisions and all other
requirements are established by state statute and the District's resolutions. Copies of CalPERS'
annual financial report may be obtained from their executive office at 400 P Street, Sacramento,
California 95814.

For fiscal year ended June 30, 2007, the District's annual pension cost of $375,017 for CalPERS was
equal to the District's required and actual contributions. The required contribution was determined
as part of the June 30, 2005 actuarial valuation using the entry age actuarial cost method. The
actuarial assumptions included: (a) 7.75% investment rate of return (net of administrative expenses)
and (b) projected annual salary increases of 3.25% to 14.45% depending on age, service and type of
employment. Both assumptions included an inflation component of 3%. The actuarial value of
CalPERS assets was determined using techniques that smooth the effects of short-term volatility in
market value of investments over a three-year period (smoothed market value). CalPERS unfunded
actuarial accrued liability is being amortized as a level percentage of projected payroll on a closed
basis.  The remaining amortization period at June 30, 2007 was 17 years.  

Participants are required to contribute 7% of their annual covered salary. The District makes the
contributions required by the employees on their behalf and for their account. The District is
required to contribute at an actuarially determined rate; the current rate is 11.569% of annual
covered payroll. The contribution requirements of plan members and the District are established
and may be amended by CalPERS.

Funding Policy

Plan Description and Provision

38



See independent auditors' report.                                                                                                                                                     

CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 10 - EMPLOYEE RETIREMENT PLAN     (continued)

Fiscal Year
Annual 

Pension Cost

Percentage of 
APC 

Contributed
Net Pension 
Obligation

6/30/2005 220,852$       100% -$                     

6/30/2006 315,521$       100% -$                     

6/30/2007 375,017$       100% -$                     

Actuarial 
Valuation 

Date

Entry Age
Normal
Accrued
Liability

Actuarial
Value of 
Assets

Unfunded 
Liability Funded Ratio

Annual 
Covered 
Payroll

Unfunded 
Liability as a 
% of Payroll

6/30/2004 2,746,096$              2,460,945$       285,151$            89.62% 743,692$               38.34%

6/30/2005 2,891,460$              2,588,713$       302,747$            89.53% 755,046$               40.10%

NOTE 11 - POSTRETIREMENT BENEFITS

THREE-YEAR TREND INFORMATION FOR CALPERS

The Schedule of Funding Progress below shows the recent history of the Risk Pool's actuarial value
of assets, accrued liability, their relationship, and the relationship of the unfunded liability to
payroll.

The District pays the full cost to continue coverage for the qualified retiree and eligible dependents.
Expenditures for post-retirement health care benefits are recognized as health care premiums paid.
Total postretirement benefits expenditures for the years ending June 30, 2007 and 2006 totaled
$76,087 and $74,853, respectively.

The District provides postretirement health care benefits, in accordance with the State statute, to all
employees who retire from the District on or after attaining age 55 with at least 10 consecutive years
of service.  Currently 13 retirees meet those eligibility requirements.

SCHEDULE OF FUNDING PROGRESS FOR CALPERS ($ Amounts in Thousands)
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NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 12 - COMMITMENTS AND CONTINGENCIES

Wastewater System Improvements and Wastewater Treatment

During the year ended June 30, 2005, the District paid the City of Glendale $2,000,000 (consisting of
$592,148 accrued in the prior year and additional amounts accrued during the year). During the year
ended June 30, 2006, the final settlement was computed and the matter was settled. The City of
Glendale refunded the District $1,565,143.  This amount is included in current operating expenses.

As of June 30, 2003, the District carried liabilities on its statement of net assets totaling $4,192,808
relating to its share of City of Los Angeles wastewater system improvement costs. This consisted of
$2,313,248 in costs incurred during the calendar year ended December 31, 2002, which was included
in accounts payable, and $1,879,560 in costs for the six months ended June 30, 2003, which
represented management's best estimate of costs incurred as of that date, but not yet billed by the
City of Glendale. In 2004, the City of Glendale reduced the total amount owed by the District to
$592,148 as of June 30, 2004, as a result of a reduction in costs that the City of Glendale incurred from
the City of Los Angeles. This resulted in the District recording a credit of $3,600,660 on its statement
of revenues, expenses and changes in net assets for the fiscal year ended June 30, 2004.

The District disposes of its wastewater into the City of Los Angeles' wastewater system via a contract
with the City of Glendale. The District has been billed by the City of Glendale for its share of
wastewater system improvements and wastewater treatment based on a joint powers agreement
with Glendale entered into in 1980. Billings to the District have been based primarily on purchased
capacity, whether or not used, under the joint powers agreement. The District entered into a new
amalgamated agreement directly with the City of Los Angeles retroactive to November 7, 2004.
Under this agreement, the District is billed for its share of wastewater system improvements costs
and wastewater treatment costs based on "flow and strength" (i.e., the amount of wastewater the
District produces and the amount of treatment the wastewater requires) rather than purchased
capacity.
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 13 - FUTURE IMPACT OF GASB 45

NOTE 14 - GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENTS 
ISSUED, NOT YET EFFECTIVE

In June 2004, the GASB issued Statement No. 45, Accounting and Financial Reporting by Employers
for Post-employment Benefits Other Than Pensions. This Statement establishes standards for the
measurement, recognition, and display of other post-employment benefits (OPEB)
expense/expenditures and related liabilities (assets), note disclosures, and, if applicable, required
supplementary information (RSI) in the financial reports of state and local government employers.
This statement is not effective for this District until the fiscal year ending June 30, 2010. This
statement is expected to have a significant impact on the presentation of the District’s financial
statements in future years.

Beginning with the year ending on June 30, 2010, GASB No. 45 requires the District to report the
total annual other postemployment benefits (OPEB) costs and its unfunded actuarial accrued liabilities
for past service costs. Typically, the liability is in the form of postemployment healthcare benefits,
this is the case with the District. Currently the District offers retiree medical insurance to employees
who retire from the district at age 55 or older with a minimum of 10 years of service.  

When GASB 45 is implemented and reported in the financial statements of the District beginning in
fiscal year 2009-10, the District will conduct an actuarial study to determine its future liability for the
cost of the benefits as an expense each year during the years that the employees are providing the
service to the district and report changes in the funded status of the benefit from year to year.

The Governmental Accounting Standards Board (GASB) has issued several pronouncements prior to
June 30, 2007, that have effective dates that may impact future financial presentations. Management
has not currently determined what total impact, if any, the implementation of the following
statements may have on the District’s future financial statements.

Governmental Accounting Standards Board Statement No. 45
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CRESCENTA VALLEY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
June 30, 2007 and 2006

NOTE 14 - GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENTS 
ISSUED, NOT YET EFFECTIVE     (continued)

In June 2007, the GASB issued Statement No. 51, Accounting and Financial Reporting for Intangible
Assets . This statement requires that all intangible assets not specifically excluded by its scope
provisions be classified as capital assets. This statement is not effective for this District until the
fiscal year ending June 30, 2010. This statement is not expected to have a significant impact on the
presentation of the District’s financial statements.

In November 2006, the GASB issued Statement No. 49, Accounting and Financial Reporting for
Pollution Remediation Obligations . This statement provides guidance on how to calculate and report
the costs and obligations associated with pollution cleanup efforts. This statement is not effective for
this District until the fiscal year ending June 30, 2009. This statement is not expected to have a
significant impact on the presentation of the District’s financial statements.

Governmental Accounting Standards Board Statement No. 50

In May 2007, the GASB issued Statement No. 50, Pension Disclosures , an amendment of GASB
Statements No. 25 and 27. This statement more closely aligns the financial reporting requirements
for pensions with those for other post-employment benefits (OPEB) and, in doing so, enhances
information disclosed in the notes to financial statements or presented as required supplementary
information (RSI) by pension plans and by employers that provide pension benefits. The reporting
changes required by this Statement amend applicable note disclosure and RSI requirements of GASB
Statements No. 25 and 27, to conform with requirements of GASB Statements No. 43 and 45. This
statement is not effective for this District until the fiscal year ending June 30, 2009. This statement is
not expected to have a significant impact on the presentation of the District’s financial statements.

Governmental Accounting Standards Board Statement No. 51

Governmental Accounting Standards Board Statement No. 48

In September 2006, the GASB issued Statement No. 48, Sales and Pledges of Receivables and Future
Revenues and Intra-Entity Transfers of Assets and Future Revenues. This statement establishes
criteria that governments will use to ascertain whether certain transactions should be regarded as
sales or as collateralized borrowings. This statement also includes disclosure requirements for future
revenues that are pledged or sold. This statement is not effective for this District until the fiscal year
ending June 30, 2008. This statement is not expected to have a significant impact on the presentation
of the District’s financial statements.

Governmental Accounting Standards Board Statement No. 49
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CRESCENTA VALLEY WATER DISTRICT

SCHEDULES OF WATER OPERATIONS
For the Years Ended June 30, 2007 and 2006

Amount Percent Amount Percent

WATER OPERATION REVENUES

Sales to consumers 7,158,840$    94.88     6,427,360$    96.46     
Sales to others 11,769           0.16       8,348             0.13       
Meter installations 175,656         2.33       82,474           1.24       
Other water revenue 198,954         2.64       144,817         2.17       

Total water operation revenues 7,545,219      100.01   6,662,999      100.00   

OPERATING EXPENSES

Purchased water 1,854,431      24.58     1,200,410      18.02     

Plant operation expenses
Power 691,044         9.16       627,585         9.42       
Plant wages 263,439         3.49       249,391         3.74       
Utilities   27,938           0.37       7,118             0.11       
Telephone 6,688             0.09       7,288             0.11       
Maintenance 156,507         2.07       173,435         2.60       
Signal system 61,096           0.81       81,939           1.23       
Depreciation 337,880         4.48       329,990         4.95       
Lab and treatment 209,033         2.77       118,444         1.78       
Nitrate treatment 120,826         1.60       97,098           1.46       
General and workers' compensation insurance 78,540           1.04       81,481           1.22       
Rent 600                0.01       -                     -         
Other plant expenses 57,929           0.77       67,725           1.02       

Total plant operation expenses 2,011,520      26.66     1,841,494      27.64     

Distribution system expenses
Meter reading 40,578           0.54       31,029           0.47       
Meter installation -                     -         2,828             0.04       
Meter maintenance 412,336         5.46       329,617         4.95       
Pipeline maintenance 328,994         4.36       303,115         4.55       
Backflow operations 2,865             0.04       5,644             0.08       
Reservoir and building maintenance 85,899           1.14       178,631         2.68       

2007 2006
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CRESCENTA VALLEY WATER DISTRICT

SCHEDULES OF WATER OPERATIONS     (continued)
For the Years Ended June 30, 2007 and 2006

Amount Percent Amount Percent

Distribution system expenses     (continued)
Auto and truck expense 92,634           1.23       78,053           1.17       
Depreciation 438,557         5.81       398,749         5.98       
Property taxes 13,320           0.18       13,585           0.20       

Total distribution system expenses 1,415,183      18.76     1,341,251      20.12     

General and administrative expenses
Directors' fees 8,450             0.11       8,050             0.12       
Salaries - statutory officers 153,610         2.04       144,025         2.16       
Salaries - general office 243,173         3.22       219,835         3.30       
Retirement (CalPERS) 281,263         3.73       236,641         3.55       
Payroll taxes 99,535           1.32       87,288           1.31       
Engineering and drafting 315,315         4.18       210,433         3.16       
Accounting 8,278             0.11       6,921             0.10       
Legal 64,380           0.85       13,907           0.21       
Administrative consultant - water system 312,757         4.15       164,402         2.47       
General and workers' compensation insurance 15,783           0.21       17,961           0.27       
District group insurance 202,113         2.68       171,680         2.58       
Maintenance 35,207           0.47       8,911             0.13       
Computer expense and supplies 14,392           0.19       23,973           0.36       
Utilities 5,649             0.07       5,375             0.08       
Telephone 7,553             0.10       5,711             0.09       
Printing and postage 33,807           0.45       29,752           0.45       
Depreciation 24,201           0.32       18,278           0.27       
Loss on uncollectibles 970                0.01       1,681             0.03       
Water system fees 6,890             0.09       10,710           0.16       
Water conservation 63,221           0.84       58,170           0.87       
Training 50,139           0.66       24,457           0.37       
Other general and administrative expenses 68,448           0.91       120,679         1.81       

Total general and administrative expenses 2,015,134      26.71     1,588,840      23.85     

Total operating expenses 7,296,268      96.71     5,971,995      89.63     

2007 2006
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CRESCENTA VALLEY WATER DISTRICT

SCHEDULES OF WATER OPERATIONS     (continued)
For the Years Ended June 30, 2007 and 2006

Amount Percent Amount Percent

OPERATING INCOME 248,951         3.30    691,004         10.37  

NONOPERATING REVENUES (EXPENSES)
Investment income 370,582 4.91       146,340         2.20       
Unrealized loss on investments (29,518)         (0.39)      (107,836)       (1.62)      
Interest expense (213,925)       (2.84)      (11,052)         (0.17)      
Gain (loss) on sale of property and equipment (19,509)         (0.26)      4,574             0.07       
Amortization of deferred bond costs (5,268)            (0.07)      -                     -         

Net nonoperating revenues 102,362         1.35       32,026           0.48       

NET INCOME 351,313$       4.65       723,030$       10.85     

2007 2006
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CRESCENTA VALLEY WATER DISTRICT

SCHEDULES OF WASTEWATER OPERATIONS
For the Years Ended June 30, 2007 and 2006

Amount Percent Amount Percent

WASTEWATER OPERATION REVENUES

User and standby charges 1,745,542$     97.97      1,744,254$     97.82      
Other wastewater revenue 36,134            2.03        38,874            2.18        

Total wastewater operation revenues 1,781,676       100.00    1,783,128       100.00    

OPERATING EXPENSES

City of L.A. wastewater system expense 1,809,748       101.58    (315,687)        (17.70)    

Plant operation expenses
Power 600                 0.03        467                 0.03        
Plant wages 64,565            3.62        63,292            3.55        
Utilities   1,600              0.09        2,212              0.12        
Telephone 2,144              0.12        2,429              0.14        
Maintenance 32,168            1.81        35,628            2.00        
General and workers' compensation insurance 41,479            2.33        43,300            2.43        
Depreciation 78,941            4.43        46,116            2.59        
Other plant expenses 26,474            1.49        23,694            1.33        

Total plant operation expenses 247,971          13.92      217,138          12.18      

Collection system expenses
Maintenance 140,047          7.86        55,075            3.09        
Auto and truck expense 44,390            2.49        27,914            1.57        
Depreciation 713,589          40.05      713,647          40.02      
Inspection 17,248            0.97        1,043              0.06        
Emergency operations -                     -         8,047              0.45        

Total collection system expense 915,274          51.37      805,726          45.19      

2007 2006
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CRESCENTA VALLEY WATER DISTRICT

SCHEDULES OF WASTEWATER OPERATIONS     (continued)
For the Years Ended June 30, 2007 and 2006

Amount Percent Amount Percent

General and administrative expenses
Directors' fees 8,450              0.47        8,050              0.45        
Salaries - statutory officers 86,112            4.83        74,669            4.19        
Salaries - general office 196,330          11.02      148,868          8.35        
Retirement (CalPERS) 93,754            5.26        78,880            4.42        
Payroll taxes 66,357            3.72        58,192            3.26        
Engineering and drafting 5,488              0.31        30,834            1.73        
Accounting 8,278              0.46        6,921              0.39        
Legal 12,492            0.70        38,213            2.14        
Administrative 8,703              0.49        61,964            3.48        
General and workers' compensation insurance 15,810            0.89        17,961            1.01        
District group insurance 134,862          7.57        114,454          6.42        
Maintenance 20,541            1.15        23,292            1.31        
Computer expense and supplies 12,468            0.70        21,272            1.19        
Utilities 5,539              0.31        5,375              0.30        
Telephone 7,514              0.42        5,670              0.32        
Printing and postage 30,900            1.73        27,196            1.53        
Depreciation 14,361            0.81        12,542            0.70        
Loss on uncollectibles 855                 0.05        830                 0.05        
Training 18,208            1.02        13,392            0.75        
Other general and administrative expenses 24,142            1.36        23,477            1.32        

Total general and administrative expenses 771,164          43.28      772,052          43.30      

Total operating expenses 3,744,157       210.15    1,479,229       82.96      

OPERATING INCOME (LOSS) (1,962,481)     (110.15)  303,899          17.04      

NONOPERATING REVENUES (EXPENSES)
Investment income 226,301          12.70      12,544            0.70        
Unrealized gain on investments -                     -         25,960            1.46        
Gain on sale of property and equipment (1,543)            (0.09)      365                 0.02        

Net nonoperating revenues 224,758          12.62      38,869            2.18        

NET INCOME (LOSS) (1,737,723)$   (97.53)    342,768$        19.22      

2007 2006
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