MANAGEMENT’S DISCUSSION AND ANALYSIS

The Governmental Accounting Standards Board Statement No. 34 (GASB 34) requires that
management prepare a Management's Discussion and Analysis (MD&A) section as a component of the
audited financial statements. “MD&A should provide an objective and easily readable analysis of the
[District’s] financial activities based on currently known facts, decisions, or conditions. MD&A
should include comparisons of the current year to the prior year…It should provide an analysis of the
[District’s] overall financial position and results of operations to assist users in assessing whether that
financial position has improved or deteriorated as a result of the year’s activities. In addition, it
should provide an analysis of significant changes that occur in funds and significant variances. It
should also describe capital asset and long-term debt activity during the year. MD&A should
conclude with a description of currently known facts, decisions, or conditions that are expected to have
a significant effect on financial position or results of operations.”
This section of the Calaveras County Water District' s (District) Audited Financial Statements provides
management’s discussion and analysis of the District’s financial performance for the period ending
June 30, 2014. The MD&A is intended to serve as an introduction to the District's basic financial
statements. Readers are encouraged to consider the information presented here as complementary to
the information contained in the accompanying financial statements.
The District is a proprietary entity and uses enterprise fund accounting to report its activities for
financial statement purposes. Proprietary funds are reported using the accrual basis of accounting and
account for activities in a manner similar to private business enterprises. The intent of the governing
body is that the costs (including depreciation) of providing goods and services to the general public on
a continuing basis be financed primarily through user rates, fees, and charges.
In addition to water and wastewater operations, the District owns hydroelectric facilities inclusive of
major dams, reservoirs, tunnels and generation facilities which are governed by FERC licenses and
operated by other entities, and aside from augmenting revenues these assets are not addressed in this
report.
Overview of the Financial Statements
The financial statements consist of the following three parts: Management's Discussion and Analysis,
Basic Financial Statements, and Other Required Supplementary Information. The Financial
Statements include notes which explain in detail some of the information included in the financial
schedules.
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District-Wide Financial Highlights
The District’s financial results are largely impacted by the collection of water and wastewater sales and
service fees that are used to fund operating costs of the District and to fund or finance capital
improvement activities. Following are some of the key highlights for the fiscal year ended June 30,
2014 in comparison to the prior fiscal year. A more detailed narrative analysis follows the listing.
•
•
•
•
•
•
•

Total Assets increased by $7.8 million
Total Liabilities increased $5.0 million
Net Assets increased by $2.8 million
Operating Revenues decreased $67 thousand
Other Operating Expenses increased by $83 thousand
Non-operating Revenues decreased by $421 thousand
Non-operating Expenses decreased by $764 thousand

Discussion of Key Changes from Prior Year
This section provides an analysis of the changes that occurred in Assets and Liabilities during the
current and previous fiscal year. A table summarizing these amounts is presented below.
Table A-1
Condensed Statement of Net Assets
Fiscal
Year
2012-2013

Fiscal
Year
2013-2014

Dollar
Change

Total
Percent
Change

Assets
Current and other assets
Capital Assets
Total Assets:

$

22,655,757
108,892,898
131,548,655

$

30,193,922
109,235,289
139,429,211

$ 7,538,165
342,391
7,880,556

33.27%
.31%
5.99%

10,157,125
1,228,318
11,385,443

14,556,431
1,859,831
16,416,262

4,399,306
631,513
5,030,819

43.31%
51.41%
44.19%

100,409,512
18,033,201
1,720,499

96,085,632
25,664,288
1,263,030

(4,323,880)
7,631,087
(457,469)

-4.31%
42.32%
-26.59%

$ 120,163,212

$ 123,012,949

$ 2,849,737

2.37%

Liabilities
Long Term debt outstanding
Other Liabilities
Total Liabilities:
Net Assets
Invested in capital assets,
net of related debt
Restricted
Unrestricted
Total Net Assets:

Analysis of the significant changes shown above is presented below.
Current and Other Assets: The $7.5 million increase in current and other assets represents, (1) a $7.65
million increase in cash and investments, including the $6.3 million proceeds from the 2014 Capital
Renovation and Replacement (Capital R&R) water and wastewater loans, and (2) a net decrease of
$109 thousand in current and non-current assets.
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Capital Assets: New assets and construction projects completed during fiscal year 2013-14 added a
total of $4.3 million (net) in assets that included the Fly-In Acres Water System Improvement project,
the completion of the Administrative Headquarters building, and the water and wastewater Capital
Improvement Program (CIP) and Capital R&R projects. Depreciation expense of $4 million was
recorded bringing the net change compared to the prior year to an increase in capital assets of $300
thousand.
Long Term Debt Outstanding: Details of the District’s long-term debt issued are discussed in Note 6
accompanying the Financial Statements. As of June 30, 2014, $14,556,431 in debt was outstanding.
The source of repayment of the debt is water and wastewater rates and expansion fee revenues of the
District as defined in the debt agreements with the exception of the Umpqua Bank 2014 Water and
Wastewater loans that are being serviced through Capital R&R revenues.
Total Net Assets: The increase of $2.8 million in Net Assets over the previous year is detailed as
follows:
Operating and Non-operating Financial Highlights
As previously discussed, the financial statements present information consolidated for the entire
enterprise. The table below compares the operating and nonoperating revenue and expenses for the
District for the current and prior fiscal years.
Table A-2
Condensed Statement of Revenues, Expenses and Changes in Net Assets
Fiscal
Year
2012-13

Fiscal
Year
2013-14

Dollar
Change

Total
Percent
Change

Operating
Operating Revenues
Operating Expenses
Depreciation Expense
Other Operating Expenses
Net Operating Loss

$ 12,408,999

$ 12,341,884

$ (67,115)

-.54%

(3,847,929)
(13,908,267)
(5,347,197)

(4,001,360)
(13,991,223)
(5,650,699)

(153,431)
(82,956)
(303,502)

-3.99%
-.60%
-5.68%

9,238,000
(1,080,642)
8,157,358
2,810,161

8,816,742
(316,305)
8,500,437
2,849,738

(421,258)
764,337
343,079
39,577

-4.56%
70.73%
4.21%
1.41%

117,353,051

120,163,212

2,810,161

2.39%

$ 120,163,212

$ 123,012,950

$ 2,849,738

2.37%

Non-Operating
Revenues
Expenses
Non-operating, net
Change in net assets
Beginning net assets
Ending net assets
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REVENUES
Operating Revenue: The District realized a decrease of ($67,115) or a -.54% in operating revenue
compared to the prior year. The decrease is attributable to the ongoing drought and the water
conservation measures dictated by the State, which resulted in lower water consumption by ratepayers
and thus reduced water consumptive revenues.
Operating revenues do not include Capital R&R water and wastewater revenues. On July 10, 2013, the
District was successful in implementing a rate increase to fund a capital replacement and renovation
program. Section 5 of the ordinance states, “Funds received as a result of a rate increase above the
current rates as of July 10, 2013 must be placed in a restricted fund and the funds must be used to fund
the renovation and replacement of the District’s existing capital infrastructure. The funds in this
account cannot be used for any other purpose without a 4/5th vote of the full Board of Directors of the
District.”
The tables below outline the rate modifications adopted by the Board of Directors with CCWD
Ordinance 2013-01:

Monthly Water Rates
Monthly Base Water Rate (5/8” meter only)
July 1, 2013
$39.50

Sept 1, 2013
$49.38

Sept 1, 2014
$56.78

Sept 1, 2015
$61.89

Sept 1, 2016
$61.89

Sept 1, 2017
$61.89

Tiered Rates for Average Monthly Water Consumption (5/8” meter only)
0 - 500 cf
(125 gpd)
Included in Base Rate

501-3000 cf
(126-750 gpd)

3001-6000 cf
(751-1500 gpd)

Over 6000 cf
(Over 1500 gpd)

$1.25 per 100 cf

$1.56 per 100 cf

$2.00 per 100 cf

The above table represents the charges for a standard 5/8” water meter. Monthly base rates for larger meters are
calculated by multiplying the adopted monthly rate for a 5/8” meter by the American Water Works Association
(AWWA) recognized meter multiplier for the larger meter sizes. Additionally, larger meter sizes receive a
proportionally greater amount of water provided with the base rate.

Monthly Wastewater Rates
July 1, 2013
$67.50

Sept 1, 2013
$77.63

Sept 1, 2014
$86.16

Sept 1, 2015
$90.00

Sept 1, 2016
$90.00

Sept 1, 2017
$90.00

The above table represents the charge for a standard residential connection (or single family dwelling equivalent
- sfde). Wastewater charges for commercial accounts are initially based upon a demand factor corresponding to
the type of business, multiplied by the adopted monthly rate.
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EXPENSES
Depreciation expense: Depreciation expense is systematically recorded to match the timing of the
expense of an asset with its useful life. The District depreciates its capital assets according to the
following established life periods:
Buildings & Infrastructure
Machinery & Equipment
Vehicles, Rolling Stock
Computers

50 years
10 years
8 years
4 years

Depreciation expense for fiscal year 2013-14 is $4 million, an increase of $153 thousand over the prior
year. The increase is due primarily to the completion of District projects, including the CCWD
Administrative Headquarters building and the West Point Water Rehabilitation grant projects.
Other Operating Expenses: As shown above, there was an overall increase in other operating expenses
of $83 thousand primarily comprised of Salaries and Benefits, Professional Services and Postemployment benefits.

NON-OPERATING REVENUES (EXPENSES)
Non-operating Revenue decreased by $421 thousand or -4.56% compared to the prior year. With the
completion of Grant projects early in the year, grant revenue decreased by $4.8 million from the prior
year. Capital R&R fee revenue increased by $2 million while Expansion fee revenue grew by $460
thousand. Contributed Capital made up of developer projects accepted by the District and the Fly-In
Acres construction, increased by $1.8 million. All other sources of non-operating revenue increased
over the prior year by $119 thousand.
Non-Operating Expenses decreased by $764 thousand, or 70.73% compared to the prior year. The
decrease is primarily due to a one-time event, the write off of bond issuance fees in the prior fiscal
year. This transaction will result in a cumulative $654 thousand in reduced expenses through FY
2017-18. Interest expense decreased by $110 thousand, in part from the refinancing of the 2004
Revenue Refunding bonds and timing of the first payment on the new loan.

ECONOMIC CONDITION AND OUTLOOK
California’s economy has continued to rebound from the great recession, which helped the state’s
unemployment rate drop to a seven year low of 7.4%, compared to 12.6% in March 2010 (U. S.
Department of Labor - Bureau of Labor Statistics). Nevertheless, the state’s unemployment rate is still
above the 6.1% national average. Furthermore, Calaveras County’s 8.6% unemployment rate remains
above both the state and national average. Although it is a considerable drop from the January 2011
unemployment rate of 16.3% and a drop from a 10.4% rate in August 2013, Calaveras County is
struggling to return to its pre-recession employment levels.
The public sector remains Calaveras County’s largest employer, accounting for approximately 30% of
all jobs. The largest job gains were recorded in education and healthcare, followed by the wholesale
and retail trades. Although job growth continues to climb, average salaries for Calaveras County
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remain below the state average. The county’s per capita income of $40,600 is 16.2% less than the state
average of $48,434.
The District’s overall financial status remains strong as the county’s economic recovery gains strength.
Construction growth remains slow but steady, as evidenced by the increase in the number of new water
and wastewater connections in FY 2013-14 (31 and 20 respectively) as compared to other postrecession years (7 water and 4 wastewater connections in FY 2012-13). Even though the county’s
population declined slightly by 0.7% to 44,650 (State Department of Finance 2014 projection), there
are signs that the county’s residential development is coming back to life.
Historically the District has been able to fund its ongoing day-to-day operations and small ticket repair
and maintenance projects, but was unable to set aside funding for the renovation and replacement of
the capital infrastructure – pipeline, lift stations, storage tanks, etc. In July 2013 the District completed
a Proposition 218 process to implement a rate increase dedicated to the funding of a staged capital
infrastructure renovation and replacement program. The five year incremental rate plan went into
effect September 1, 2013 with additional increases scheduled for September 1, 2014 and September 1,
2015. Additionally, the District secured two loans, water and wastewater, to provide initial funding for
large projects with construction expected to be started in FY 2014-15. The District has committed to
providing the public with a record of all revenues collected for the program and the manner in which
they are being expended, and has added a section on the District’s website that displays an updated
accounting of the program’s progress as it is achieved.
Another factor affecting District operations is California’s ongoing drought and the state’s mandated
water conservation program initiated by Governor Brown. Although the District has ample water
supplies to meet customer demands, the District, in response to the state’s goal of a twenty percent
reduction in water diversions, enacted its own Stage 3 mandatory water restrictions, which includes
limits on outdoor watering and wasteful water practices.
The District’s efforts to comply with state mandated water conservation requirements has resulted in
decreased water consumption by District’s customers. However, reduced water consumption has in
turn decreased water consumption revenues. As consumption revenues help balance the budget, any
reduction in water consumption and related revenues generally requires the District to reduce
expenditures. However, operating and maintaining water and wastewater utilities 24 hours per day
entails a high percentage of fixed operating costs. Regulatory requirements, increased electrical costs,
and higher fees and costs passed along from vendors have created funding challenges. The District has
implemented cost-cutting and efficiency measures, measures that reduce expenses but do not
compromise the District’s ability to manage and operate the systems in a manner that meets public
health and safety requirements.
As always, the District is committed to monitoring its fiscal condition and that of the economy, and
will respond aggressively to any adverse condition it faces.

Requests for Information
This financial report is designed to provide citizens, customers, taxpayers, investors, and creditors with
a general overview of the District’s finances and to demonstrate the District’s accountability for the
money it receives. If you have any questions about this report or need any additional information,
contact the District at (209) 754-3543 or via our website at www.ccwd.org
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