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Toro Water District

“A District of Distinction"
Serving the Public - Respecting the Environment

November 13, 2024

Board of Directors
El Toro Water District

Submitted for your review and consideration are the Comprehensive Financial
Statements for the El Toro Water District (the “District”), for the fiscal year ended June
30, 2024 (FY 2023-24). California Statute requires special purpose governments to
publish a complete set of financial statements within 180 days of the close of each fiscal
year. The enclosed FY 2024 Comprehensive Financial Statements are issued by the
District to comply with this requirement and to enable the District Board and District
residents and stakeholders to obtain a comprehensive understanding of the District’s
finances.

The financial statements included in this report depict the District’s financial position and
the changes in that financial position as of June 30, 2024. The Statements are presented
in conformity with Generally Accepted Accounting Principles (GAAP) and have been
audited in accordance with Generally Accepted Auditing Standards (GAAS) by a firm of
licensed certified public accountants. Responsibility for the accuracy of the data
presented, as well as the completeness and fairness of the presentation, including
disclosures, rests with the El Toro Water District. District staff believes the data presented
is accurate in all material respects and is presented in a manner designed to fairly set
forth the financial position and changes in financial position of the District. Incorporated
into the financial statements are all disclosures necessary to enable the reader to gain a
maximum understanding of the District’s financial affairs.

The District’s financial statements have been audited by CliftonLarsonAllen LLP, a firm
of licensed certified public accountants experienced in auditing special purpose
governments in California. The goal of the independent audit is to provide reasonable
assurance that the financial statements of the District are free of material misstatements.
The independent audit consisted of 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, and evaluating the overall
financial statement presentation. Based on these audit procedures, the independent
auditor concluded there was a reasonable basis for rendering an unmodified opinion that
the District’s financial statements for the fiscal year ended June 30, 2024 are fairly
presented in accordance with GAAP. The independent auditor’s report is presented as
the first component of the financial section of this report.

Governmental Accounting Standards Board Statement Number 34 requires the District
to provide a narrative introduction, overview, and analysis to accompany the basic
financial statementsin the form of a Management Discussion and Analysis (MD&A). This
transmittal letter is designed to complement the MD&A and should be read in conjunction
with it. The MD&A is found immediately following the report of the independent auditors.

P.O. Box 4000 | Laguna Hills, CA 92654-4000 | Phone 949.837.7050 | Fax 949.837.7092

www.etwd.com
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El Toro Water District

Profile of the El Toro Water District

The EI Toro Water District was formed in 1960 and serves approximately 51,800 residents of five
municipalities located in southern Orange County. The District is a fully integrated water, sewer,
and recycled water retail operation with a service area that includes the entirety of the City of Laguna
Woods and portions of the Cities of Aliso Viejo, Laguna Hills, Lake Forest, and Mission Viejo. The
District’s service area includes 5,430 acres or approximately 8.48 square miles.

The District is governed by a Board of Directors consisting of five board members who are elected
by the registered voters within District boundaries. The Board of Directors establishes policy and
makes decisions based on the District’s mission, goals, and operations. The Board’s policies are
administered and implemented by the General Manager, who is appointed by the Board. Public
elections are held every two years and Directors serve four-year staggered terms to ensure
continuity.

The District Board takes its responsibilities as sound fiscal stewards seriously. Every quarter the
District has an Agreed Upon Procedure (AUP) performed by the District’'s auditors to focus in detail
on an aspect of internal controls. Each AUP focuses on different internal control risk areas.
Additionally, in the event of a rate increase, the District prepares a full cost of service analysis to
determine the fairness, justification and adequacy of its rates for the next fiscal year.

The District is very proud to have been awarded the District of Distinction Award by the Special
District Leadership Foundation in each accreditation cycle since 2007, a testament to the responsible
leadership that has been a long-standing tradition at the District.

Significant Accomplishments during Fiscal Year 2023-24

During each budget cycle the District Board participates in a goal setting discussion for the purpose
of establishing or redefining key financial goals and objectives for the upcoming budget year. District
Staff utilizes the established budget goals and objectives to guide operations and spending
throughout each fiscal year. The achievements in the 2023-24 fiscal year were a result of the goals
and objectives established by the Board during the annual budget process and are described below:

General Accomplishments

« The District continued its investment in staff with the critical replacement of the Chief Plant
Operator upon the retirement of the former Chief Plant Operator.

« The District continued its transition to a new Enterprise Resource Planning software system to
integrate multiple stand-alone software systems into one District wide financial system. A new
utility billing module was implemented during the fiscal year 2023-24.

« The District began the process of updating all of its long-term engineering planning documents,
including updating the Master Plan, beginning a comprehensive Asset Management Study.

« The District continued to make investments in infrastructure improvements, technology and
security, in order to provide uninterrupted, safe and reliable service to its customers.

Financial Management

« Continued the District's commitment to superb financial management practices as demonstrated
by the receipt of the Certificate of Achievement for Excellence in Financial Reporting for the FY
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El Toro Water District

2023 Annual Comprehensive Financial Report, a national recognition of the District’s financial
reporting by the Government Finance Officers Association (GFOA) of the United States.

The District completed an Operations Cost of Service Study to refine its billing rate structure by
reexamining all of the assumptions that underpin the District’s rate structure.

The District also continued its commitment to fiscal discipline by approving a budget for the 2024-
2025 fiscal year that is balanced and includes funding for several significant capital projects.

Infrastructure Improvements

The District completed the construction phase of the R-6 Reservoir Floating Cover and Liner
Project during the fiscal year 2023-24. This $26 million project replaced the liner and cover for
the R-6 Reservoir to maintain its critical functionality for the District's water distribution system
for the next 30 years.

The District started construction on a $2.4 million new Warehouse at its Main Pressure Reducing
(MPR) Station.

The District started design on a $9.9 million project to upgrade the Headworks and Secondary
Clarifier No. 1 processes at the Water Recycling Plant (WRP).

The District started construction on a $1 million Grit Chamber Rehabilitation project.

The District completed a $94,000 Dissolved Air Floatation (DAF) Thickener Unit No. 2
Rehabilitation project.

Significant Future Initiatives

The District is committed to providing high quality services to its customers while also maintaining
the infrastructure needed to provide those services. The challenge the District faces in the future is
setting rates that are acceptable to residents but also provide sufficient resources to maintain service
levels and complete critical capital projects that are needed to provide high quality services. The
District’s initiatives and significant projects in the forthcoming fiscal year are detailed below:

A significant project that will start design in the 2024-25 fiscal year is the Aliso Creek Lift Station
Rehabilitation project. This project will have a significant impact on the District’s collection system
operations and will improve the overall status of the District's wastewater system infrastructure
once complete.

A second significant project that will start construction in the 2024-25 fiscal year is the Headworks
and Secondary Clarifier No. 1 Rehabilitation project, which will revitalize aging equipment,
improve operations, and enhance seismic resiliency for critical treatment processes at the WRP.

Ongoing construction for the new Warehouse and Grit Chamber Rehabilitation will complete in
the 2024-2025 fiscal year.

Additional electrical system upgrades at the Freeway Lift Station, Ocean Outfall Pump Station,
Westline Lift Station, and DAF No. 1 will be implemented in the 2024-2025 fiscal year to improve
safety and extend the life of this critical infrastructure.

The tertiary disinfection system will undergo an expansion through the addition of several cloth
media disks in the 2024-2025 fiscal year. This improvement will increase the system’s ability to
product adequate flows to meet demand, thereby reducing potable water augmentation.

The District has completed its Water and Sewer Master Plan Update and the Pump Station and
WRP Asset Management Plans. Future planning efforts include updating the District’'s

(©)



El Toro Water District

Computerized Maintenance Management System and establishing formal asset management
plans for the collection and distribution systems.

Financial Management

Internal Control Structure

District management is responsible for the establishment and maintenance of the internal control
structure that ensures the assets of the District are protected from loss, theft or misuse. The internal
control structure also ensures adequate accounting data is compiled to allow for the preparation of
financial statements in conformity with generally accepted accounting principles. The District's
internal control structure is designed to provide reasonable assurance that these objectives are met.
The concept of reasonable assurance recognizes that (1) the cost of a control should not exceed
the benefits likely to be derived from it, and (2) the valuation of costs and benefits requires estimates
and judgments by management.

Budgetary Control

The District’s Board of Directors annually adopts an operating and capital budget prior to the new
fiscal year. The budget authorizes and provides the basis for reporting and control of financial
operations and accountability for the District’s enterprise operations and capital projects. The budget
and reporting processes of the District are consistent with the accrual basis of accounting and
financial reporting.

Investment Policy

The Board of Directors annually reviews the investment policy to ensure it conforms to State law,
District ordinances and resolutions, and prudent money management standards. The objectives of
the Investment Policy are safety, liquidity and yield, in that order. District funds are invested in the
State Treasurer's Local Agency Investment Fund (LAIF), California Asset Management Program
(CAMP), U.S. treasury obligations, government sponsored entities securities, and institutional
savings and checking accounts.

Service Rates and District Revenues

District policy requires that revenues derived from user charges and surcharges from District
customers must support all District operations including capital project funding. Accordingly, water
and wastewater rates are reviewed annually to ensure they are sufficient to support the District's
operations. Water and wastewater rates are user charges imposed on customers for services and
are the primary component of the District's revenue. Water rates are composed of a commodity
(usage) charge and fixed charges including an O&M charge and a capital charge. Similarly, waste
water rates are composed of an O&M charge and capital charges.

Audit and Financial Reporting

State Law and Bond covenants require the District to obtain an annual audit of its financial
statements by an independent certified public accountant. The accounting firm of
CliftonLarsonAllen, LLP has conducted the audit of the District's financial statements. Their
unmodified Independent Auditor's Report appears in the Financial Section.
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El Toro Water District

Awards and Acknowledgements

Awards. The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the El Toro Water
District for its Comprehensive Financial Statements for the fiscal year ended June 30, 2023. The
Certificate of Achievement is a prestigious award recognizing conformance with the highest
standards for preparation of state and local government financial reports. To be awarded a
Certificate of Achievement, a governmental unit must publish an easily readable and efficiently
organized Comprehensive Financial Statements whose contents conform to program standards,
Generally Accepted Accounting Principles (GAAP), and applicable legal requirements. A Certificate
of Achievement is valid for one year only. The El Toro Water District has received a Certificate of
Achievement for six consecutive years.

Acknowledgements. Preparation of this report was accomplished by the combined efforts of
District staff. We appreciate the dedicated efforts and professionalism that our staff members bring
to the District. We would also like to thank the members of the Board of Directors for their continued
support in the planning and implementation of the El Toro Water District’s fiscal policies.

Respectfully submitted,

Ol Bl

Dennis Cafferty Vishav Sharma
General Manager Chief Financial Officer
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Financial Report
For the Fiscal Year Ended
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CfsaZopp f. P- Monitt

Executive Director/CEO
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CliftonLarsonAllen LLP
\ A CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

Board of Directors
El Toro Water District
Lake Forest, California

Report on the Audit of the Financial Statements
Opinion
We have audited the accompanying financial statements of the El Toro Water District (the District) as of

and for the year ended June 30, 2024, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the District as of June 30, 2024, and the changes in financial position and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion
We conducted our audit in accordance with auditing standards generally acc

CLAglobal.com/disclaimer

(10)















































































































































































