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December 27, 2021 

 

 

Robert A. Polito, President 

Members of the Board of Directors 

Valley Center Municipal Water District 

29300 Valley Center Road 

Valley Center, CA  92082 

 

 

We are pleased to submit the Annual Comprehensive Financial Report (ACFR) for the Valley Center 

Municipal Water District (hereinafter referred to as “the District”) for the fiscal year ended June 30, 

2021. The purpose of the report is to provide the Board of Directors, our customers, and any other 

interested parties with reliable financial information about the District. 

 

The ACFR was prepared by the District's Finance Department in accordance with Generally 

Accepted Accounting Principles (GAAP). Management assumes full responsibility for the 

completeness and reliability of the information contained in this report, which is based upon a 

comprehensive framework of internal controls that were established for this purpose. Because the 

costs of internal controls should not exceed the anticipated benefits, the objective is to provide 

reasonable, rather than absolute, assurance that the financial statements are free of any material 

misstatements.  We believe the data, as presented, is accurate in all material respects and that it is 

presented in a manner designed to set forth fairly the financial position and results of operations of 

the District, and that all disclosures necessary to enable readers to gain maximum understanding of 

the District’s financial activity have been included.  

  

The District’s policy requires that an independent certified public accounting firm, selected by the 

Board, audit the basic financial statements on an annual basis.  The independent audit involved 

examining, on a test basis, evidence supporting the amounts and disclosures in the financial 

statements, assessing the accounting principles used and significant estimates made by management, 

as well as evaluating the overall financial statement presentation. Leaf & Cole, LLP have issued an 

unmodified (or clean) opinion on the District’s financial statements for the fiscal year ended June 30, 

2021. The independent auditor’s report is presented as the first component of the Financial Section of 

this report. 

 

Management’s Discussion & Analysis (MD&A) immediately follows the independent auditor’s 

report in the Financial Section and provides an overview, summary, and analysis of the basic 

financial statements. The MD&A complements this Letter of Transmittal and should be read in 

conjunction with it.   

 

 

 

 

Board of Directors 
Robert A. Polito 

President 

Randy D. Haskell 
Vice President 

Enrico P. Ferro 
Director 

Daniel E. Holtz 
Director 

Oliver J. Smith 
Director 
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System Overview 

•Aqueduct Connections:   7 

•Miles of Water Main:  335 

•Enclosed Reservoirs:  40 

•Open Reservoirs:  1 

•Pump Stations:  29 

•Wastewater Treatment Facilities:  2 

•Wastewater Connections:  2,888 

•Miles of Wastewater Lines:  42 

•2020-21 Revenue:  $53.8 Million 

•2020-21 Expenses:  $51.4 Million 

 

 

Reporting Entity and Services 

 

Valley Center Municipal Water District (the “District”) was founded on July 12, 1954 and was 

formed under the provisions of the California Municipal Water District Law of 1911 (California 

Water Code Sections 71000 et seq.). It is located in northern San Diego County and provides water 

and wastewater reclamation services to its domestic, agricultural, and commercial customers 

encompassing a 101 square mile service area, the District serves a population of approximately 

26,780. It includes the unincorporated area of Valley Center and unincorporated areas north of 

Escondido.   

  

The District is governed by a five-member Board of Directors (the “Board”), elected by geographic 

division and serving staggered four-year terms and manages 

the District through an appointed general manager. The 

District’s management team also includes four department 

heads that oversee the Finance, Engineering, Information 

Technology, and Operations & Facilities Departments. At 

June 30, 2021, there were 70 regular full-time employees 

working for the District.   

  

For reporting purposes, the financial statements present a 

combined report which includes all District activities for 

which the Board of Directors of Valley Center Municipal 

Water District is primarily financially accountable. The 

District has established various self-balancing groups of 

accounts in order to enhance internal control and further the 

attainment of management objectives. The groups of 

accounts are identified in the District’s books and records as 

General, Lower Moosa Wastewater Treatment, and Woods 

Valley Ranch Wastewater. 

 

Activity not included as a part of this report is limited to 

Assessment District No. 2012-1, which is described in note 

6 of the Notes to the Basic Financial Statements.  
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Financial Policies 

 

The District’s Board of Directors has adopted a comprehensive set of financial policies.  During the 

current year, three of these policies were of most significance.    

 

Budget – The Board of Directors annually adopts a Budget Policy that defines reserve 

requirements, outlines the budget process, and assigns control and accountability.  Operating and 

capital budgets for the District are prepared by departments annually and are reviewed and modified 

by management before being compiled into a comprehensive document for approval by the Board.  

The annual budget document is adopted prior to the beginning of the fiscal year and provides the 

basis for prioritizing efforts, activities, financial resources, and personnel needs.  Further information 

can be found in the budget, a copy of which is available on the District website at 

www.valleycenterwater.org.  

 

Investment – Annually, the Board adopts an investment policy that is in compliance with 

California Government Code Section 53646(a)(2).  The investment of idle funds is delegated to the 

District Treasurer, who further delegates the day-to-day operations of investment of public funds to 

Finance Department personnel.  The District’s investment policy is conservative in that the type of 

investments allowed in the policy is limited to those investments that carry the least risk while 

continuing to pay at least a market rate of return. The primary goals of the policy are: first, 

preservation of capital and second, to maintain enough liquidity to meet cash flow requirements. 

After these goals, investment income is considered.  Refer to note 2 in the Notes to the Financial 

Statements for detailed investment information. 

 

Debt – The District established a formal Debt Policy that sets forth guidelines for the purpose, type, 

and management of debt used to finance the District’s capital improvements program.  Compliance 

with the policy is essential to ensure that the District maintains a sound debt position and that it 

preserves budgetary flexibility and its credit quality.  The policy also establishes guidelines for its 

disclosure obligations and refunding of debt to reduce interest costs. 

 

Local Economy and Outlook 

 

For the last decade, Valley Center has been 

in transition from being predominately 

agricultural to a more balanced rural-

suburban and agricultural setting. When 

once over 90% of the water delivered by 

the District went to commercial agricultural 

users, the mix is now 63% agricultural and 

37% domestic-commercial.  This is 

happening to Valley Center and other 

surrounding areas, such as Rainbow and 

Fallbrook, because of the decline in 

agriculture and the need for additional land 

dedicated to residential use.  The decline in 

agricultural use is due in part to regulatory 

restrictions, labor costs and shortages, 

market competition, and the rapid rise in 

the cost of water over the last ten years.  
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Population 

•26,780  Residents 

•10,503 Active Water Meters 

Rates and Charges 

•Total Domestic/Commercial Rate: $2,258.37 per acre foot 

•Total Agricultural Rate: $1,713.13 per acre foot 

•¾” Water Service Charge:  $42.77 per month 

 
As a result, the District has seen a significant decrease in the volume of water deliveries to its 

customers. Water sales for the year ended June 30, 2021, totaled 17,683 acre feet. Compared to just 

15 years ago in Fiscal Year 2006-07, when the District sold 48,085 acre feet.  Additionally, the 

volume of water purchased was 18,846 acre feet for the year ended June 30, 2021, which is among 

the lowest.  By comparison, in Fiscal Year 2006-07, the District purchased 50,511 acre feet of water.   
 

As of January 1, 2021, the estimated population of the area serviced by the District was 26,780. The 

median age of the residents was 37.3 years, occupied housing units in the community totaled 8,167, 

and the median household income, adjusted for inflation is estimated at $86,3261. At June 30, 2021, 

unemployment in California was 7.6%, San Diego County was 7.0%, and the local rate in the Valley 

Center Census Designated Place (CDP) was 3.2%. These figures are a result of the state of the 

economy due to the COVID-19 Pandemic.  
 

The District relies on the San Diego County Water Authority (SDCWA or “Authority”) as its’ sole 

source provider for treated potable water. The Authority imports water through the Metropolitan 

Water District of Southern California (MWD) system and its own aqueduct, storage, and treatment 

system. MWD obtains its water from two sources: the Colorado River Aqueduct and the State Water 

Project under a water supply contract with the Department of Water Resources. This water has 

become increasingly unreliable in recent years as deteriorating ecological conditions have led to 

regulatory restrictions on pumping water supplies from the Bay-Delta. The Bay-Delta is an inland 

river delta and estuary formed at the confluence of the Sacramento and San Joaquin Rivers east of 

San Francisco. It is a key water supply source for California including the millions of residents in 

San Diego County. In addition, the Authority’s water supply portfolio also includes supplies secured 

in 2003 from the Colorado River. These supplies include a water conservation and transfer agreement 

with the Imperial Irrigation District and water conserved by two projects, the All American Canal  

                         
1 San Diego Association of Governments (SANDAG) as of April 1, 2020, in the Valley Center Statistical 

Reference Area, which encompasses part but not all of the District. 

2021 Facts and Figures 
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The Permanent Special Agricultural Water Rate (PSAWR) provides a rebate for qualifying 

agricultural water users.  PSAWR customers do not pay for the full cost, nor do they benefit fully 

from, the SDCWA Emergency Storage or Carry-Over Storage Projects. In addition, the SDCWA 

melded rate reflects the costs of the supplemental supplies, such as those from the IID Transfer, the 

All-American-Coachella Canal Lining, and the Carlsbad Seawater Desalination project which 

PSAWR customers also do not pay.   

 

In exchange for reduced rates, PSAWR customers agree to have their water supply reduced first and 

at a greater degree during droughts and other emergency situations. For calendar year 2020 the 

discount that certified agricultural customers received totaled $566 per acre foot, based on water rates 

effective February 1, 2020. With the full PSAWR pricing differential, VCMWD participating 

agricultural customers will pay $1,713.13 per acre foot, compared to the $2,258.37 per acre foot that 

domestic/commercial customers will pay, a 24.1% reduction or savings of $545 per acre foot in 

calendar year 2021.  

 

Please refer to the MD&A in the financial section of this report for detailed schedules and analysis of 

the District’s operating results for the fiscal year ended June 30, 2021. 

 

Long-Term Financial Planning – New capital improvement facilities are categorized as either, 

Replacement, System Upgrade or Expansion facilities. Replacement and System Upgrade facilities 

are currently funded from replacement and capital reserves, primarily on a pay as you go cash basis. 

These reserves are funded annually by a combination of capacity fees, water availability charges, 

property taxes, and excess operating and non-operating revenues. The District has increased its 

leverage of available funding through State Revolving Fund (SRF) financing by establishing a 

process to apply for funding on a yearly basis. Three pipeline replacement projects, Oat Hill 

Discharge, Lilac Road, and Gordon Hill Road were submitted by June 30, 2021.     

 

Facilities which are identified and budgeted annually 

for replacement are selected from a facility 

replacement priority list included in the district’s 

master plan. In addition, the replacement of existing 

facilities can be triggered by the County of San Diego 

road improvement projects that require the relocation 

of facilities.  Private development projects can also 

provide an opportunity to participate in the 

replacement of an existing facility or system upgrade 

when there is a benefit to the overall district system.  

 

The District had previously applied and received a 

funding commitment from the State of California for a 

Clean Water State Revolving Fund (CWSRF) Loan to 

finance the Woods Valley Ranch Wastewater 

Expansion Project located in the Central Valley Area 

of the District.  Assessment District No. 2012-1 (AD 

2012-1) was formed over the participating properties 

to fund the repayment of the CWSRF Loan.  In 2020, 

Community Facilities District No. 2020-1 was formed 

over the Park Circle development (formally within AD 2012-1) to fund the additional wastewater 

facilities needed for the project and assumed its share of the existing AD 2012-1 debt. 

 

General Area of CFD 2020-1. 
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Major Initiatives 

Efforts and Accomplishments 

 

Water System Operations 

 
Transmission, Distribution, and Storage Facilities Improvements – Capital improvement work 

completed during the fiscal year included the following projects:  Round Tree Road Intertie, 

Wrapped Concrete Cylinder Pipe Manways, the Computerized Maintenance Management System, an 

upgrade to the Phone System, and the painting and recoating of the West Bear Ridge Reservoir, 

Paradise Mountain Reservoir, Reidy Canyon Reservoir and Via Cantamar Reservoir.  

Pumps, Motors, and Energy Efficiency – Pumps and Motors Division continued the pump and 

motor replacement program and developed energy management strategies and practices to reduce 

operational pumping costs during Time-of-Use pumping periods combined with the use of our 

natural gas pumps, has resulted in continued energy savings for the District. All of the newly rebuilt 

pumps are now constructed with mechanical seals to eliminate the packing leaks caused by wear and 

tear in the older pump designs and reduces water loss across the wide spectrum of pumps the District 

operates. 

  

The District continued to analyze and change pumping schedules assigned to pump stations to take 

advantage of the most cost-effective rate schedule that applies to the District’s pumping demands and 

needs.  

 
Water Loss and Meter Replacement – The District continued its efforts to survey, verify, and 

change out the top users’ water meters throughout the service area. Continued meter maintenance 

programs provide further field observation of District meters. Crews continue to evaluate and survey 

cross country water mains and their associated appurtenances, through its leak detection program, for 

potential leaks and cross-connections. Field personnel continue to aggressively monitor and inspect 

the distribution system through these various strategies. For fiscal year 2020-21, unaccounted water 

loss was 4.6% of total water sold.  

West Bear Ridge Reservoir Recoating and Painting of the exterior and interior. 
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Wastewater System Operations 

 

North and South Village Water Reclamation – The North Village area of Valley Center is 

located along Valley Center Road from Lilac Road, east to Cole Grade Road. The South Village area 

of Valley Center is located along the southern part of Valley Center Road, between Lilac and Woods 

Valley Roads.  Development in this area of the District has long been challenged by high 

groundwater conditions making private on-site wastewater disposal systems unfeasible for higher 

density uses. Over the past 30 years, property owners and the District have invested in several 

proposals for wastewater service only to be abandoned primarily due to high cost and lack of 

community support. 

In 2005 Developers of the Woods Valley Ranch Subdivision completed the Woods Valley Ranch 

WRF with initial capacity of 75,000 gpd to serve the 280 EDUs within the residential and golf course 

development of the subdivision.  The Woods Valley Ranch WRF was later expanded in 2017 to 

support more development in the North and South Village Areas up to its current capacity of 275,000 

gpd (1,527 EDUs).  Currently, the service areas include 398 active connections served by gravity, 

forced, low pressure systems. The Woods Valley Ranch Subdivision constructed in 2007 includes 

280 gravity connections. As of June 30, 2021, 11 individual residential connections and 12 

commercial connections along Valley Center Road are served by the low pressure collection system 

through use of private grinder pumps.  Subdivisions such as the recently completed Bear Peak and 

ongoing Park Circle will be served by Orchard Run Lift Station, currently under construction, to be 

completed in late 2022.  In the meantime, connected units in the Bear Peak and Park Circle 

developments are being served by an interim lift station. The collection system consists of 5.9 miles 

of 8-inch gravity PVC sewer main, 116 manholes, 6.1 miles of 4-inch and 6-inch force main with 

related appurtenances. 

 

Wastewater is treated using conventional activated sludge process, consisting of aeration basins and 

settling tanks, followed by tertiary treatment, consisting of cloth disc filters and disinfection.  

Effluent produced is Title 22 tertiary-treated water that is currently discharged onto the Woods 

Valley golf course for irrigation use. There is one on-site seasonal storage reservoir and additional 

seasonal storage within the Woods Valley Golf Course. 

 

Future expansion is planned to an ultimate build out of 3,000 EDUs and 525,000 gpd capacity. 

Timing for the expansion is contingent upon development in the area. Future discharge sources may 

include common irrigation of nearby developments and roadway medians.   

Woods Valley Ranch WRF Expansion funded by SRF Loan. 
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Lower Moosa Canyon Water Reclamation Facility – The Lower Moosa Canyon Water 

Reclamation Facility, built in 1974, provides sewer services to the District’s Interstate 15 corridor 

area, from the Lawrence Welk development on the southern end, east to Hidden Meadows, and north 

to Circle R Drive. The facility receives sewage from 2,490 connected customers via 21.6 miles of 

VCP and PVC gravity collection mains (varying in size from 8-inch to 18-inch), 500 manholes, and 

over 2,200 laterals. It is permitted to treat up to 440,000 gallons per day (493 AFY) of domestic and 

commercial wastewater to secondary standards before discharge. Secondary effluent from the Lower 

Moosa WRF is discharged to percolation ponds which recharge the groundwater table in the San Luis 

Rey River watershed. This groundwater is not used for human consumption. 

 

Development Planning and Construction Projects 
 

Development activity was minimal during the fiscal year due to regional economic factors, with the 

exception of the South Village Area of the District served by the Woods Valley Ranch Water 

Reclamation Facility.  Primarily developers in other parts of the District continued their pursuit of 

land use entitlements from the County with minimal interactions required of the District.  Several 

projects renewed their plan approvals to maintain their entitlements and the ability to start 

construction at a later date.  In the South Village area, the Bear Peak project was completed, and the 

developer has nearly completed construction of the Orchard Run and Park Circle water, wastewater, 

streets, and drainage improvements. 

 

North and South Village Areas – With completion of the Woods Valley Ranch Wastewater 

Expansion Project, several developments in the District’s North and South Village Areas are planned 

to move forward in the upcoming fiscal year.   

 

Touchstone Communities has two 

projects in the South Village Area – Park  

Circle East and Park Circle West 

(formerly Orchard Run).  Orchard Run is 

a 300-unit residential subdivision that 

has completed its development 

entitlements for the project.  Park Circle 

is a mixed-use development of 332 

residential units, 4.2 acres of commercial 

area and 5 acres of parks and recreational 

facilities.  The project is under contract 

to six major merchant builders.  Model 

and production home construction began 

in Fiscal Year 2020-2021, with 

approximately 125 new homes occupied 

by the close of the fiscal year.  

 

The commercial portion of the Weston Towne Center project changed ownership during Fiscal 

Year 2020-2021, and the owners of both the residential and commercial portions continue to evaluate 

development options.  The project consists of a 600-unit mixed use development in the North Village 

area.   

 

The North Village Station project is a proposed 200-unit mixed use residential, office/professional 

development owned by Valley Center View Properties, LLC.  The developer continued processing 

their site plan through the County to complete the development entitlements for their project. 

 

Park Circle Development 
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Information Technology 
 

Supervisory Control and Data Acquisition (SCADA) System – The water SCADA system is 

fully operational and has now been completed. All remote sites in the original master plan have been 

changed from the old telemetry-based system to a modern high-performance IP network using 

redundant wireless connections, Programmable Logic Controllers (PLCs), and computer-based 

control of all devices on the network. District-wide wireless network now has 156 radios installed, 

and the entire network has over 600 network devices connected. The network provides seamless 

communication capabilities to all District facilities, including remote real-time video surveillance, 

secure remote office connectivity, Wi-Fi connection access, connectivity to Automated Metering 

Infrastructure (AMI), solar controller monitoring, and more. This network will be maintained and 

upgraded continuously in the coming years. 

 

The SCADA System for the Woods Valley Ranch Water Reclamation Facility is operational, and 

work has begun to upgrade the Lower Moosa Canyon Water Reclamation Facility’s HMI software 

system to a new software product as well. 

 

Advanced Metering Infrastructure (AMI) – Large-scale deployment for the AMI system 

throughout the District is nearly complete.  The District is now using the system to read a majority of 

water meters in its service area. The system is now integrated with the Springbrook database. The 

AMI system automatically reads meters every 15 minutes via a wireless system and maintains a 

database of all meter readings. Access to these readings will also be made available to customers in a 

future upgrade to the District’s online customer portal. 

 

Asset Management System (CMMS) – Cityworks asset management system is now operational, 

and the second phase of the deployment has been started. The system allows computerized 

maintenance of District assets. It also improves and modernizes field tracking and scheduling of 

inspections, maintenance, and repairs of all field activities. The system allows better worker mobility 

and improved efficiencies, by making it possible to access District data; such as maps and 

maintenance records, while in the field. 

 

Phone System Upgrade – The District’s phone system was upgraded to a cloud-based provider. 

The new phone system provides many new features previously unavailable in the old system. In 

addition to the phone services on-premises, the system also provides complete mobility and 

flexibility to deploy the phones anywhere, including in mobile phones. 

 

Accounting Systems 

 

District records are maintained on an enterprise basis, as it is the intent of the Board of Directors that 

the cost of providing water and wastewater services to the customers of the District are financed 

primarily through user charges. Revenues and expenses are recognized on the accrual basis in that 

both are recognized in the accounting period they are earned or incurred. Capital assets are recorded 

in the fund purchasing the asset.  

 

As an enterprise fund, the District maintains a self-balancing set of accounts established to record the 

financial position and results that pertain to each activity. The activities of enterprise funds are 

similar to regular businesses, whereby a governmental agency collects sufficient revenues through 

user charges to pay for operating expenses and maintain infrastructure in order to sustain operations. 
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Internal Controls 

 

Valley Center Municipal Water District operates within a system of internal accounting controls 

established and continually reviewed by management, to provide reasonable assurance that assets are 

adequately safeguarded and transactions are recorded correctly according to District policies and 

procedures. When establishing or reviewing control, management must consider the cost of the 

control and the value of the benefit derived from its utilization. Management normally maintains or 

implements only those controls whose value adequately exceeds their cost. 

 

Budgetary Controls 

 

On an annual basis, the District’s Board of Directors adopts a budget that is prepared on a 

departmental level. Although the District is not legally required to adopt and adhere to a budget or 

report on compliance with any prepared budgets, the Board of Directors chooses to approve a budget 

to be used solely as a management tool. Depending upon the timing and level of the demand for 

water services, the revenues and expenditures may vary significantly and cannot be strictly controlled 

by means of detailed and rigid appropriations. Therefore, the budget must be viewed as an estimate 

only. Budget appropriations for major capital projects continue from year to year until the project is 

completed. 

 

Certificate of Achievement 

 

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a 

Certificate of Achievement for Excellence in Financial Reporting to Valley Center Municipal Water 

District for its Annual Comprehensive Financial Report for the Fiscal Year ended June 30, 2020. The 

Certificate of Achievement is a prestigious national award recognizing conformance with the highest 

standards for preparation of state and local government financial reports. In order to be awarded a 

Certificate of Achievement, a government unit must publish an easily readable and efficiently 

organized Annual Comprehensive Financial Report. This report must satisfy both generally accepted 

accounting principles and applicable legal requirements. 

 

A Certificate of Achievement is valid for a period of one year only. Valley Center Municipal Water 

District has received a Certificate of Achievement each year since 1992. We believe our current 

report continues to meet the Certificate of Achievement Program’s requirements and we are 

submitting it to GFOA to determine its eligibility for another certificate. 
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Respectfully Submitted: 
 

 
 
 
 
 
 
 
 
 
 
 

 
 

Our mission is to ensure customer satisfaction 

through quality service at the lowest possible cost. 
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STRATEGIC PLAN PERFORMANCE MEASUREMENT STANDARDS 

RESULTS FOR CALENDAR YEAR ENDED DECEMBER 31, 2020 
  

1. CUSTOMER SATISFACTION - Our standard will be 

that our service “meets” or “exceeds expectations” 95% of the 

time, based upon the “Customer Comment Card” responses. 
 

2. WATER LOSS – Report annually for the past 10 years of 

unknown water loss in terms of percent of water sold, acre 

feet, and value of water loss, as well as efforts to minimize 

and reduce unknown water loss wherever possible. 

 

3. DISCRETIONARY  RESERVES - Unrestricted or 

uncommitted reserves not anticipated to be used in the current 

fiscal year equal to a minimum three and a maximum six 

months’ operations and maintenance expenses (excluding 

wholesale water and power purchases). 

 

4. RETURN ON INVESTMENTS  - While seeking to 

preserve capital and maintain a level of liquidity necessary to 

meet cash flow requirements, our rate of return, on an 

annualized basis, shall be at least equal to the average rate of 

return on one year U.S. Treasury Bonds 

 

5. LOCAL COMMODITY RATE for LOCAL 

OPERATING and MAINTENANCE COSTS - We will 

hold the local share of total commodity costs as low as 

possible, but at no time will the local rate be more than 15% of 

total water commodity cost for Municipal & Industrial and 

18% for Certified Agricultural. 

 

6. PUMP EFFICIENCY - Through ongoing testing, 

adjusting, and maintenance, we will maintain pump efficiency 

above 95% of the design criteria. 

 

7.  SOLAR ENERGY PRODUCTION – District owned and 

operated solar arrays shall be maintained at 90% of scheduled 

production which reflects array location and anticipated 

production loss due to panel age.  

 

8. PROJECT ACTUAL COST - ±10% of Engineer’s cost 

estimate.  

 

 

9.  CAPITAL IMPROVEMENT PROJECTS – Project 

timelines shall be under contract within 12 months of budget 

approval (new). 

 

 

10. WATER SERVICE RELIABILITY GREATER 

THAN  99% - We will strive to maintain water service to all 

customers at greater than a 99% reliability level. This will be 

measured based upon total hours of service interruption 

against all service hours in a given measurement period. 

 

11. LOST-TIME ACCIDENTS LESS THAN 1% OF 

TOTAL HOURS WORKED. 

 

12. COMPLIANCE WITH ALL STATE & FEDERAL 

REGULATIONS. 

 Survey responses show the District met or 

exceeded the standard 100.0% of the time. 

 

 

Unaccounted water loss for 2020 totaled 890 

acre feet, 5.1% of total water sold, 

representing $1.1 million dollars.  

 

 

Our Discretionary Reserves as of December 

31, 2020 represents 6 months operating and 

maintenance expenses.  

 

 

 

Our weighted average return on all 

investments for calendar year 2020 was 

1.058% as compared to the 12-month rolling 

average U.S. Treasury Bonds of 0.389%. 

 

 

The District’s component of the water rate for 

operating costs is currently 11.0% of 

Municipal & Industrial and 14.9% of 

Certified Agricultural. 

 

 

 

Our pump efficiency was 108.0% of design 

criteria. 

 

 

All six of the District-owned Solar Arrays 

exceeded 90% of the low range of anticipated 

production. 

 

 

Three projects were completed in calendar 

2020.  Two were over the Engineer’s estimate 

by 97% and 36%; one was 9% lower. 

 

Six projects were funded of which four were 

under contract by the end of fiscal year 2020-

2021, one was rescheduled to the following 

year and another was deferred indefinitely. 

 

Reliability was 99.999%. 

 

 

 

 

 

The District had six lost-time accidents in 

calendar 2020, representing 0.467% of the 

total hours worked. 

 

100%. 



VCMWD  Introductory Section 

xix 
 

 

District Officials  

 

     

Robert A.  

Polito 

Enrico P. 

Ferro 

Randy D. 

Haskell 

Daniel E. 
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Oliver J. 

Smith 

President Vice-President Director Director Director 
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Since 1989 Since 2016 Since 2001 Since 2018 Since 2019 

Years of Service 
33  5  21  4  2  

Term Expires 
January 2025 January 2023 January 2025 January 2023 January 2023 

 

  

 

Executive Management 

 
 Gary T. Arant  

 General Manager  
 32 years of service  

   

Wally T. Grabbe  Brian E. Lovelady 

District Engineer 

 

Director of Operations/Facilities 
Deputy General Manager 32 years of service 

29 years of service  

 Ando Pilve 

 Director of Information Technology 

 13 years of service 

  

James V. Pugh Kirsten N. Peraino 

Director of Finance & Administration Executive Assistant 
Treasurer Board Secretary 
18 years of service 1 year of service 

  

 

  General Counsel 
  

Paula C.P. de Sousa 
 

 Best, Best & Krieger, LLP  
 11 years  
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Certified Public Accountants
A Partnership of Professional Corporations

CL&
Certified Public Accountants
Leaf & Cole, LLP

Independent Auditor’s Report

To the Board of Directors 
Valley Center Municipal Water District 
29300 Valley Center Road 
Valley Center, California 92082 

Report on Financial Statements

We have audited the accompanying financial statements of the business-type activities and the remaining fund 
information of Valley Center Municipal Water District, as of and for the year ended June 30, 2021 which 
collectively comprise the Valley Center Municipal Water District’s basic financial statements as listed in the table 
of contents. 

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.  We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the State Controller’s 
Minimum Audit Requirements for California Special Districts.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control.  Accordingly, we express no such opinion.  
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

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

3

2810 Camino Del Rio South, Suite 200, San Diego, California 92108-3820 
619.294.7200, 619.294.7077 fax, www.leaf-cole.com, leafcole@leaf-cole.com 
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the business-type activities and the remaining fund information of the Valley Center Municipal 
Water District, as of June  30, 2021, and the respective changes in financial position and where applicable, cash 
flows thereof for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s discussion 
and analysis and the required supplementary information on pages 46 to 50 as identified in the accompanying table 
of contents be presented to supplement the financial statements.  Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context.  We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements.  We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Valley Center Municipal Water District’s basic financial statements.  The introductory section, the combining 
schedule of net position, the combining schedule of revenues, expenses, and changes in net position, and the
statistical section are presented for purposes of additional analysis and are not a required part of the basic financial 
statements.

The combining schedule of net position and the combining schedule of revenues, expenses, and changes in net 
position are the responsibility of management and were derived from and relate directly to the underlying accounting 
and other records used to prepare the basic financial statements.  Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used to prepare 
the basic financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America.  In our opinion, the 
combining schedule of net position and the combining schedule of revenues, expenses, and changes in net position 
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of 
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

San Diego, California
December 27, 2021
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

 

The intent of the Management’s Discussion and Analysis (MD&A) is to provide highlights of the 

financial activities for the fiscal year ended June 30, 2021, of the Valley Center Municipal Water 

District (the “District”). Readers are encouraged to read this section in conjunction with the Letter of 

Transmittal located in the front of this report and the accompanying basic financial statements.    
 

DISTRICT OPERATIONS – AN OVERVIEW 

 

The District operates under the authority of the State of California Water Code and engages in 

various activities including providing water to our domestic, agricultural, and commercial customers; 

along with wastewater collection, treatment, reclamation, and disposal in a service area that 

encompasses approximately 101 square miles.  
 

OVERVIEW OF THE FINANCIAL STATEMENTS 

 

This annual report consists of the following four sections: Management’s Discussion and Analysis, 

the Financial Statements, Required Supplementary Information, and Supplementary Information. The 

Financial Statements include Notes to the Financial Statements, that provide additional information 

that is essential to a full understanding of the information provided in the basic statements and are an 

integral part of the financial statements. 
 

REQUIRED FINANCIAL STATEMENTS 

 

The Financial Statements of the District report information utilizing the full accrual basis of 

accounting. The Financial statements conform to accounting principles, which are generally accepted 

in the United States of America and consist of three interrelated statements designed to provide the 

reader with relevant, understandable data on the District’s financial condition and operating results. 

They are the Statement of Net Position; the Statement of Revenues, Expenses, and Changes in Net 

Position; the Statement of Cash Flows; the Statement of Fiduciary Net Position; and the Statement of 

Changes in Fiduciary Net Position.   

 

The Statement of Net Position includes information on the District’s assets, deferred outflows of 

resources, liabilities, and deferred inflows of resources, and about the nature and amount of 

investments in resources (assets), the obligation to District creditors (liabilities), and is a way to 

measure financial position. Over time, increases or decreases in the District’s net position may serve 

as a useful indicator of whether its financial position is improving or deteriorating. Other factors, 

such as economic conditions, population growth, and new or changing government legislation should 

also be taken into consideration. 

 

The Statement of Revenues, Expenses and Changes in Net Position identifies the District’s 

revenues and expenses for the fiscal year ended June 30, 2021. It provides information on operations 

over the past fiscal year and can be used to determine whether the District has recovered its actual 

and projected costs through user fees and other charges. 
 

The Statement of Cash Flows provides information regarding the District’s cash receipts, cash 

disbursements, and changes in cash resulting from operations, investing and financing activities 

during the fiscal year. From the Statement of Cash Flows, the reader can obtain information on the 

source and use of cash and the changes in the cash balance of the last fiscal year. 
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In addition, the District reports information on Fiduciary Fund types.  This consists of two additional 

statements; Statement of Fiduciary Net Position and Statement of Changes in Fiduciary Net 

Position.  The fiduciary fund statements provide information about the financial relationships in 

which the District acts solely as a trustee or agent for the benefit of others to whom the resources 

belong. 

 

Notes to the Basic Financial Statements provide a description of the accounting policies used to 

prepare the financial statements and present material disclosures required by generally accepted 

accounting principles that are not otherwise present in the financial statements. 

 

FINANCIAL HIGHLIGHTS 

 

The District’s financial operations remained sound during Fiscal Year 2020-21. Sources of revenues 

were sufficient to cover combined operating and non-operating costs. The Statement of Net Position 

remains strong. 

 

COVID-19 Pandemic 

 
An outbreak of COVID-19, a highly contagious disease that affects the respiratory system, was first 

detected in December of 2019 and it is expected to continue into 2022.  Every continent and 

everyone in the world has in some way been affected by this pandemic. Many people at the 

beginning of the pandemic experienced losses of income as a result of business closures, the loss of 

work hours, or layoffs. Businesses continue to be impacted from either employee absences due to 

illness or supply chain issues and material and labor shortages.   

 

In March 2020, Governor Gavin Newsom issued a state of emergency in California because of the 

threat of COVID-19 and will remain in place until at least March 2022. In April 2020, in response to 

many Californians losing their jobs due to business closures, the Governor issued Executive Order, 

N-42-20, which protected consumers against utility service disconnections for non-payment. In 

addition to not terminating service for non-payment, the District also decided at that time to suspend 

the charging of late fees and delinquency charges. The executive order expired on September 30, 

2021 and the District resumed charging late fees and delinquency charges.  

 

District staff will continue to monitor the effects of the COVID-19 pandemic through 2022 and the 

impact it may have on staff, operations and financials. 
 

Water System Operations 
 

The District added 189 new water services this year, which represents a 1.7% increase in the number 

of accounts it serves; compared to the prior year’s increase of 131 accounts, representing a 1.2% 

increase. Total water services now equal 11,401 accounts, of which 10,503 are active and 898 

inactive. During the fiscal year ended June 30, 2021, water sales totaled 17,683 acre feet (AF) 

increasing 12.7%, or 1,992 AF from the previous year. 
 

The District’s demand is largely influenced by temperature and rainfall. The annual rainfall during 

the fiscal year was down significantly at 7.7 inches compared to the prior year of 22.3 inches, a 

65.5% decrease. Additionally, the average temperature was 63 degrees compared to 62 degrees 

during Fiscal Year 2020-21 compared to 2019-20. 
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The Cost of Water Sold is the District’s highest single water operating expense. In January 2021, 

wholesale treated water rates from the San Diego County Water Authority increased 3.6% for 

domestic customers and 6.6% for our agricultural customers. The total Cost of Water Sold during 

Fiscal Year 2020-21 was $28,666,422, or 14.2% higher than the previous year. The total amount of 

water purchased during the year was 18,846 AF compared to 16,684 AF in the previous year.  

 

Wastewater System Operations 
 

Construction of the Woods Valley Ranch Water Reclamation Facility’s, North Village Collection 

system, was completed in Fiscal Year 2019-20.  The two remaining components, the Orchard Run 

Lift station and North Village Lift Station, are to be funded by developers of the lift station service 

area with possible reimbursement from proposed indebtedness for the Phase 3 Expansion Facilities. 

 

Planning for a Woods Valley Ranch Water Reclamation Facility Phase 3 Expansion for the 

additional capacity needed for the Park Circle Development was also completed in Fiscal Year 2019-

20.   In May 2020 a Community Facilities District (CFD 2020-1) was formed to secure funding for 

the design and construction of the needed Phase 3 Expansion Facilities.  Construction timing for the 

expansion facilities will depend on the level of build out within the Woods Valley Ranch Sewer 

Service Area.  Construction of the facilities will be delayed until the actual flow rates generated in 

the service area approach the capacity of the existing facilities. 

 

Sources of Revenue 
 

The following table presents a comparison of revenues for each of the consecutive fiscal years. 

 

Fiscal Year Fiscal Year Increase/ %

2021 2020 (Decrease) Change

Revenues by Category:           

Water sales and pumping charges $35,796,428 $30,270,788 $5,525,640 18.3%

Meter service charges 6,748,844 6,383,272 365,572 5.7%

Meter installation fees 365,321 320,408 44,913 14.0%

Other water operating revenues 2,262,881 453,037 1,809,844 399.5%

Wastewater charges 3,589,915 4,041,954 (452,039) -11.2%

Property taxes and assessments 3,740,185 3,096,661 643,524 20.8%

Investment income 277,671 866,684 (589,013) -68.0%

Other nonoperating revenues 360,531 384,328 (23,797) -6.2%

Gain (Loss) on disposal of capital assets (61,688) 15,074 (76,762) -509.2%

Total Revenues 53,080,088 45,832,206 7,247,882 15.8%

Capital contributions 762,983 872,099 (109,116) -12.5%

Total Revenues & Capital Contributions $53,843,071 $46,704,305 $7,138,766 15.3%

Combined Revenues by Category

 

 

Combined revenues (excluding capital contributions) for the fiscal year totaled $53,080,088, an 

increase of $7,247,882 or 15.8% from the previous year. Details of this increase in revenues are on 

the follow page:  
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▪ Water sales and pumping revenue increased by 18.3% or $5,525,640, from the prior year as the 

sales volume increased by 1,992 acre feet.  The increase is due to the lower rainfall that affects 

agricultural sales throughout the year.  Sales to Certified Agricultural customers increased to 

11,133-acre feet representing a 12.5% increase from the prior year.  
 

▪ Meter service charges of $6,748,844 were $365,572, or 5.7%, higher than the prior fiscal year. 

Monthly meter service charges increased 2.4% on January 1, 2021; in addition, the number of 

active meters increased by 194 bringing the 2020-21 count to 10,503 as compared to 10,309 in 

the prior year. 

 

▪ Meter installation fees for the year were up 14.0%, or $44,913, from the prior year due to an 

increase in the amount of new water meters and backflow devices purchased and installed. 

 

▪ Other Water Operating Revenues increased by 399.5%, or $1,809,844, as a result of receiving the 

District’s share of the Metropolitan Water District (MWD) Litigation Damages Award totaling 

$2,014,687. 

  

▪ Wastewater charges are down by 11.2% or $452,039. This decrease is due to the reclassification 

of Special Taxes received in the amount of $529,862 previously included in Wastewater charges, 

now classified as Property Taxes & Assessments. 

 

▪ Property taxes and assessments increased by 20.8%, or $643,524. The majority of the increase is 

again due to the reclassification of Special Taxes received in the amount of $529,862 previously 

included in Wastewater charges, now classified as Property taxes and assessments.  For all Fixed 

Charge Special Assessments (excluding the CFD 2020-1 Special Tax), the District has adopted 

San Diego County’s alternative method of distribution of tax levies and collections under which 

the County advances 100% of the secured tax levies due to the District each year without 

consideration for delinquencies.  

 

▪ Investment income was down 68.0%, or $589,013, compared to the prior year. The decrease is 

mainly due to a lower yield on investments, as the average yield decreased from 2.0% in FY 

2019-20 down to 1.1% in FY 2020-21.   The majority of the Districts investments are in 

Certificates of Deposits and Treasuries which are down due to the COVID-19 pandemic and its 

effect on the economy. 

 

▪ Other non-operating revenues are comprised of the Districts lease revenue which decreased 

6.2%, or $23,797. There was an additional payment for co-location fees received in 2019-20. 

 



VCMWD  Management’s Discussion & Analysis 

9 
 

 
Functional Expenses 

 

The following table presents a comparison of expenses for each of the consecutive fiscal years. 

 

Fiscal Year Fiscal Year Increase/ %

2021 2020 (Decrease) Change

Expenses by Category:           

Cost of water sold $28,666,422 $25,099,762 $3,566,660 14.2%

Energy and pumping costs 2,848,421 2,636,432 211,989 8.0%

Water systems operations 5,901,561 5,753,366 148,195 2.6%

Wastewater collection and treatment 1,588,055 1,521,242 66,813 4.4%

Engineering 2,855,523 2,000,013 855,510 42.8%

General and administrative 4,719,888 5,470,523 (750,635) -13.7%

Depreciation 4,312,773 4,231,732 81,041 1.9%

Interest expense 514,995 539,660 (24,665) -4.6%

Total expenses $51,407,638 $47,252,730 $4,154,908 8.8%

Combined Expenses by Category

 
 

▪ Cost of water sold increased 14.2% over the prior year. Water purchases were up 2,162 acre feet, 

or 13.0%, from the prior year, along with wholesale water prices. In 2019-20, the District 

purchased 16,684 acre feet of water at an average price of $1,504 per acre foot. In the current 

year, the District purchased 18,846 acre feet of water at an average price of $1,521 per acre foot,  

an increase of 1.1% or $17 per acre foot. The average price per acre foot is impacted by the fixed 

components of the Metropolitan Water District of Southern California (MWD) and the San Diego 

County Water Authority (SDCWA) rate that the District must pay regardless of the volume of 

our water purchases. These fixed components include a capacity reservation and readiness-to-

serve charges by MWD and customer service, emergency storage program, and supply reliability 

charges by the SDCWA.  
 

▪ Agricultural discounts passed through to District customers from the SDCWA on their melded 

water rate during the year were $1,871,942 on 11,133-acre feet of sales. This cost reduction for 

agricultural water is passed through to the District’s qualified agricultural customers and is 

included in the Cost of water sold. The agricultural discount is higher than the previous year as 

agricultural water sales are up 1,239 acre feet.   
  

▪ Energy and pumping costs during 2020-21 were 8.0%, or $211,989, higher than 2019-20. This is 

a result of higher gas and electric costs, motor maintenance costs, and to the higher volume of 

water purchased. 
  

▪ Water systems operations expenses increased $148,195, or 2.6%, over 2019-20. The increase is 

due to higher labor and benefits and maintenance expenses that were offset by lower outside 

professional services, chemical and travel expenses. 

 

▪ Engineering expenses for 2020-21 were up 42.8%, or $855,510, higher than 2019-20. This is a 

result of studies and plans that were completed and expensed during the year, as well as increases 

in labor and benefits and legal fees. 
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▪ General and administrative expenses decreased 13.7%, or $750,635, due to lower OPEB and 

pension expenses, travel expenses, and special department expenses compared to the previous 

year.  Those decreases were partially offset by increases in labor and benefits, as well as outside 

services. 
  

▪ Combined wastewater collection and treatment costs for Moosa and Woods Valley Ranch were 

$66,813, or 4.4%, more than the prior year. The increase is a result of increased labor and benefits, 

outside professional services, administrative overhead, chemical costs and maintenance expenses.  

 

CAPITAL ASSETS 
 

Capital assets include land, transmission and distribution system, general plant, and construction-in-

progress. At June 30, 2021, the District had $197,946,201 in capital assets with $98,079,882 of 

accumulated depreciation. This represents a net decrease (additions less deductions) of $124,483 

over the prior year. Annual depreciation usually approximates the amount transferred to reserves and 

in turn is reinvested in the capital plant. 
 

Fiscal Year Fiscal Year Increase/ %

2021 2020 (Decrease) Change

Land $7,928,708 $7,928,708 $0 0.0%

Construction in progress 5,691,699 10,103,033 (4,411,334) -43.7%

Transmission and distribution system 166,767,697 158,680,903 8,086,794 5.1%

General plant 17,558,097 17,759,575 (201,478) -1.1%

Total assets $197,946,201 $194,472,219 $3,473,982 1.8%

Capital Assets

 

 

Significant additions to general plant and transmission and distribution include the Round Tree Road 

Intertie, Wrapped Concrete Cylinder Pipe Manways, the Computerized Maintenance Management 

System, an upgrade to the Phone System, and the painting and recoating of the West Bear Ridge 

Reservoir, Paradise Mountain Reservoir, Reidy Canyon Reservoir and Via Cantamar Reservoir. 

Significant additions to construction in progress include the Couser and Circle R Reservoirs Painting 

and Recoating, the AMI System, Calle Oro Verde Pipeline Replacement, Natural Gas Engine 

Exhaust Silencers, Cole Grade Road Facility Replacement, RAS/WAS Unit Upgrade, HMI/SCADA 

Migration & Control Upgrades, and the Moosa Main MCC Replacement projects. 

 

More detailed information about the District’s capital assets is presented in Note 4 to the financial 

statements. 
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Fiscal Year Fiscal Year Increase/ %

2021 2020 (Decrease) Change

Operating Revenues:

Water sales and pumping charges $35,796,428 $30,270,788 $5,525,640 18.3%

Meter service charges 6,748,844 6,383,272 365,572 5.7%

Wastewater charges 3,589,915 4,041,954 (452,039) -11.2%

Meter installation fees 365,321 320,408 44,913 14.0%

Other water operating revenues 2,262,881 453,037 1,809,844 399.5%

Total operating revenues 48,763,389 41,469,459 7,293,930 17.6%

Operating Expenses:

Cost of water sold 28,666,422 25,099,762 3,566,660 14.2%

Energy and pumping costs 2,848,421 2,636,432 211,989 8.0%

Water systems operations 5,901,561 5,753,366 148,195 2.6%

Wastewater collection and treatment 1,588,055 1,521,242 66,813 4.4%

Engineering 2,855,523 2,000,013 855,510 42.8%

General and administrative 4,719,888 5,470,523 (750,635) -13.7%

Depreciation 4,312,773 4,231,732 81,041 1.9%

Total operating expenses 50,892,643 46,713,070 4,179,573 8.9%

Operating (Loss) (2,129,254) (5,243,611) 3,114,357 -59.4%

Nonoperating Revenues and (Expenses):

Property taxes and assessments 3,740,185 3,096,661 643,524 20.8%

Investment income 277,671 866,684 (589,013) -68.0%

Other nonoperating revenues 360,531 384,328 (23,797) -6.2%

Interest expense (514,995) (539,660) (24,665) -4.6%

Gain (Loss) on disposal of capital assets (61,688) 15,074 (76,762) -509.2%

Total Nonoperating Revenues and (Expenses) 3,801,704 3,823,087 (21,383) -0.6%

Income Before Contributions 1,672,450 (1,420,524) 3,092,974 -217.7%

Capital contributions 762,983 872,099 (109,116) -12.5%

Change in Net Position 2,435,433 (548,425) 2,983,858 -544.1%

Net Position at Beginning of Year, as restated 85,454,426 86,903,276 (1,448,850) -1.7%

Restatement 
(1)

0 (900,425) 900,425 100.0%

NET POSITION AT END OF YEAR $87,889,859 $85,454,426 $2,435,433 2.9%

Statement of Revenues, Expenses and Changes In Net Position

(1)  Restatement of 2020 Net Position at End of Year is due to previously reported construction in progress projects that are not capitalizable in the 

amount of $544,764  in both the Lower Moosa and Woods Valley Wastewater Funds and the previously reported AD 2012-1 portion of the Tax 

Assessment Revenue totaling $355,661 received in the Woods Valley Ranch Wastewater Expansion Fund. 
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Fiscal Year Fiscal Year Increase/ %

2021 2020 (Decrease) Change

Current Assets $43,052,739 $39,554,864 $3,497,875 8.8%

Restricted Assets 2,129,567 1,717,852 411,715 24.0%

Other Assets 6,386,575 6,713,042 (326,467) -4.9%

Capital Assets 99,866,319 100,535,566 (669,247) -0.7%

Total Assets 151,435,200 148,521,324 2,913,876 2.0%

Deferred Outflows of Resources 6,572,044 6,571,146 898 0.0%

Current Liabilities 16,755,244 14,181,605 2,573,639 18.1%

Long-term Debt 22,462,910 23,732,881 (1,269,971) -5.4%

Other Noncurrent Liabilities 29,088,907 29,084,808 4,099 0.0%

Total Liabilities 68,307,061 66,999,294 1,307,767 2.0%

Deferred Inflows of Resources 1,810,324 1,738,325 71,999 4.1%

Net Position:

Net investment in capital assets 76,127,791 75,005,714 1,122,077 1.5%

Restricted for facility expansion 2,129,567 1,717,852 411,715 24.0%

Unrestricted 9,632,501 8,730,860 901,641 10.3%

Total Net Position, as Restated $87,889,859 $85,454,426 $2,435,433 2.9%

Condensed Statement of Net Position

 

 

The District’s Net Position at June 30, 2021 totaled $87,889,859, an increase of $2,435,433, or 2.9%, 

from the previous year. Details of this increase are as follows: 
 

Total Assets: 

▪ Current Assets were up $3,497,875, 8.8%, due to a refund from the San Diego County Water 

Authority that resulted in higher cash and cash equivalents compared to the prior fiscal year.  

 

▪ Restricted Assets increased by 24.0%, $411,715, this is related to the increase in the Reserve for 

Capacity Charges at year end. 

 

▪ Other Assets decreased $326,467, 4.9%, due to the collection of receipts on the investment in AD 

2012-1 Limited Obligation Bonds the Phase 1 Buy-in to the Woods Valley Ranch WRF Expansion. 

 

▪ Capital Assets were down by 0.7%, or $669,247, as a result in decreased Construction In 

Progress for studies and plans that were completed and expensed during the year. 

 

Total Liabilities: 

▪ Current Liabilities increased $2,573,639, 18.1%, as Accounts Payable for the water purchases 

and Customer Deposits were both greater at the end of the year compared to the prior year. 

 

▪ Long-term Debt at the end of the year was down 5.4%, or $1,269,971, as a result of payments 

made during the year on the State Revolving Fund Loans. 

 

More detailed information concerning the Deferred Outflows and Inflows of Resources can be found 

in Notes 8 and 9 of the Notes to the Financial Statements. 
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LONG TERM DEBT 

 

The District previously received a funding commitment from the State of California for a Clean 

Water State Revolving Fund Loan (CWSRF) to finance the Woods Valley Ranch Wastewater 

Expansion Project located in the Central Valley Area of the District. The project provides wastewater 

collection, treatment and disposal capacity for an additional 1095 Equivalent Dwelling Units of 

capacity.  The original loan authorization was for $30,735,000 and anticipated construction of six 

separate project components.  Annual assessments from the assessment district that was formed over 

the properties participating in the project will be utilized for repayment of the loan.  The loan is 

payable over a twenty-year term (beginning in FY 2017-18 and ending FY 2036-37) at an annual 

interest rate of 2.2%. The District has completed three of the project components, including the 

Woods Valley Ranch Water Reclamation Facility Phase 2 Expansion, the Charlan Road Seasonal 

Storage and the South Village Collection System Project components at a total cost of approximately 

$27.6M, $24.6M of which was funded from the CWSRF Loan.  Staff prepared a $6.5M CWSRF 

application for the financing of the final two project components, construction of the Orchard Run 

Lift Station and the North Village Lift Station.  However, approval was denied and the projects will 

be funded by the developer with the potential for reimbursement from future assessment district 

indebtedness. 

 

The District also has a State Revolving Fund Loan (SRF) used for the Cool Valley Reservoir Cover-

Liner replacement. This loan for $3,715,572 is payable over a twenty-year term (beginning in 

January 2018 and ending July 2037) with interest at 1.6%. 

 
The District had no general obligation bonded debt at June 30, 2021. As the District has issued no 

bonded debt for public placement since 1968, it is not rated by any investment rating service. 

 

More detailed information regarding long-term debt activity is presented in Note 5 to the financial 

statements. 

 

Assessment District No. 2012-1 issued Limited Obligation Improvement Bond in July 2018 under 

the Improvement Act of 1915 to fund the fourth project component, the North Village Collection 

System, of the Woods Valley Ranch Water Reclamation Facility Phase 2 Expansion.  The Bond was 

established and is repayable over a twenty-year term (beginning March 2019 and ending September 

2038) at an annual interest rate of 2.2%, to match the CWSRF financing terms.  These bonds are not 

an obligation of the District but are secured by annual assessments that are billed to and collected 

from property owners within the assessment district and are not presented in this report. More 

detailed information about Assessment District 2012-1 is presented in Note 6 to the financial 

statements. 

 

ECONOMIC FACTORS 

 

The District sets its rates annually based upon anticipated consumption. A significant reduction in 

consumption could have an adverse effect on the District’s financial position. Additionally, the 

District purchases all of its water from the San Diego County Water Authority. Interruption of this 

service would have a significant negative effect on the District’s financial position. At June 30, 2021, 

the District had designated $7,138,008 of its unrestricted net position as a water operating reserve to 

mitigate the potential impacts of these effects. This represents approximately six months operating 

and maintenance expenses. Wastewater fund reserves are excluded from this figure.  

 



VCMWD  Management’s Discussion & Analysis 

14 
 

 
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT 

 

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors 

with a general overview of the District’s finances and to demonstrate the District’s accountability for 

the financial resources it manages. If you have questions about this report or need additional financial 

information, contact the Valley Center Municipal Water District’s Finance Department at 29300 

Valley Center Road, Valley Center, California 92082, or call (760) 735-4500. 
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