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The following Management’s Discussion and Analysis (MD&A) of activities and financial performance 
of the Montecito Water District (District) provides an introduction to the financial statements of the 
District for the years ended June 30, 2020 and 2019. We encourage readers to consider the information 
presented here in conjunction with the basic financial statements and related notes, which follow this 
section. 

Financial Highlights 

In 2020, the Districts Net Position increased by 37.5% or $12,165,871, from $32,431,462 to 
$44,597,333, primarily due to the settlement funds received from Southern California Edison (SCE) 
in the amount of $7,865,852, and Federal Emergency Management Administration (FEMA) 
reimbursements and insurance proceeds in the amounts of $1,014,933 and $340,599 respectively, 
both associated with the 2017 Thomas Fire and January 9, 2018 debris flow disasters.  The true 
increase in Net Position prior to these special items would be 9.1% or $2,944,487 due to a number 
of factors including an increase in Operating Revenue of $1,538,498, a decrease of $611,729 in 
Non-Operating Expenses and an increase of $308,213 in Capital Cost Recovery Fees.   In 2019, the 
District’s Net Position increased by 7.78% or $2,339,741 from $30,091,721 to $32,431,462, 
primarily due to FEMA reimbursements and insurance proceeds both associated with the 2017 
Thomas Fire and January 9, 2018 debris flow disasters in the amounts of $1,651,126 and $104,895 
respectively.  Excluding the revenue recognized from the FEMA reimbursements and insurance 
proceeds, the true increase in Net Position from operations is $583,720, or 1.94% which is primarily 
associated with an increase in Capital Cost recovery Fees of $248,549 and Investment Earnings of 
$281,776.     

In 2020, the District’s Operating Revenues increased by 8.57% or $1,538,498 primarily associated 
with increased water sales resulting from a warmer winter season followed by a warm and dry spring 
and summer.  Water Sales, which includes revenue from both water sales and the Water Shortage 
Emergency (WSE) surcharge made up $1,522,103 of the increase. In 2019, the District’s Operating 
Revenues decreased by 3.23% or $598,053 primarily associated with decreased water sales resulting 
from an above normal wet winter followed by a cool and foggy spring and early summer.  Water 
sales, which includes water sales and the WSE surcharge decreased by $976,661, but were offset by 
an increase of $375,195 in monthly service charges (approximately equal to the amount waived in 
2018 due to the lack of water service as a result of the debris flow).     

In 2020, the District’s Operating Expenses increased by 0.58% or $97,673.  Primary factors 
influencing this increase include a decrease in Joint Powers Authority (JPA) expenses of $507,682, 
an increase in the General and Administrative expenses of $326,765 and an increase in Treatment 
expenses of $91,058.  In 2019, the District’s Operating Expenses increased 6.0% or $954,357, 
primarily due to an increase in Joint Powers Authority (JPA) expenses of $499,315, an increase in 
Local Water Supply Negotiation expenses of $600,193, an increase in General and Administration 
expenses of $377,451, and a decrease in Transmission and Distribution expenses of $407,396  

Required Financial Statements 

This annual report consists of a series of financial statements including the Statement of Net Position; 
Statement of Revenues, Expenses and Changes in Net Position; and Statement of Cash Flows.  These 
financial statements provide information about the activities and performance of the District using 
accounting methods similar to those used by private sector companies. 

The Statement of Net Position includes all of the District’s investments in resources (assets and deferred 
outflows of resources) and the obligations to creditors (liabilities and deferred inflows of resources). It 
also provides the basis for computing a rate of return, evaluating the capital structure of the District and 
assessing the liquidity and financial flexibility of the District. All of the current year’s revenue and 
expenses are accounted for in the Statement of Revenues, Expenses and Changes in Net Position. This 
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statement measures the success of the District’s operations over the past year and can be used to 
determine if the District has successfully recovered all of its costs through its rates and other charges. This  

 

statement can also be used to evaluate profitability and credit worthiness. The Statement of Cash Flows 
provides information about the District’s cash receipts and cash payments during the reporting period.  

The Statement of Cash Flows reports cash receipts, cash payments and net changes in cash resulting from 
operations, investing, non-capital financing, and capital and related financing activities and provides 
answers to such questions as where did cash come from, what was cash used for, and what was the 
change in cash balance during the reporting period. 

 

Financial Analysis of the District 

One of the most important questions asked about the District’s finances is, “Is the District 
better or worse off as a result of this year’s activities?” The Statement of Net Position and 
the Statement of Revenues, Expenses and Changes in Net Position report information about the 
District in a way that helps answer this question. These statements include all assets, deferred 
outflows of resources, liabilities and deferred inflows of resources using the accrual basis of 
accounting, which is similar to the accounting used by most private sector companies. All of 
the current year’s revenues and expenses are taken into account regardless of when the cash is 
received or paid. 
These two Statements report the District’s net position and changes in them. Think of the 
District’s net position, which is the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources, as one way to measure the District’s financial health, 
or financial position. Over time, increases or decreases in the District’s net position are one 
indicator of whether its financial health is improving or deteriorating. However, one will need 
to consider other non-financial factors such as changes in economic conditions, population 
growth, zoning and new or changed government legislation, such as changes in Federal and State 
water quality standards. 

Notes to the Basic Financial Statements 

The Notes provide additional information that is essential to fully understanding the data 
provided in the Basic Financial Statements. These notes can be found on pages 13 through 
35. 

Statements of Net Position 

As noted earlier, net position may serve over time as a useful indicator of a government’s 
financial position. In the case of the District, the net position is $44,597,333 and $32,431,462 as 
of June 30, 2020 and 2019, respectively. 
The largest portion of the District’s net position, 55% and 49% as of June 30, 2020 and 2019, 
respectively, reflects the District’s investment in capital assets (net of accumulated depreciation) 
less any related debt used to acquire those assets that remains outstanding. The District uses 
these capital assets to provide services to customers within the District’s service area.  
Consequently, these assets are not available for future spending. See note 5 for further 
information. 
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At the end of fiscal years 2020 and 2019, the District showed a positive balance in its 
unrestricted net position of $16,594,093 and $9,990,296, respectively, which may be 
utilized in future years for operations and capital improvement projects.  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2020-2019 2019-2018
2020 2019 Change 2018 Change

Assets:

Current assets 31,875,495$        29,102,225$     2,773,270$          24,338,864$      4,763,361$       

Capital assets, net 40,273,991          35,254,609       5,019,382            32,546,261        2,708,348         

Total assets 72,149,486          64,356,834       7,792,652            56,885,125        7,471,709         

Deferred outflows of resources 1,855,840            1,332,502         523,338               1,395,169          (62,667)            

Liabilities: -                       

Current liabilities 2,544,939            4,264,913         (1,719,974)           1,651,379          2,613,534         

Non-current liabilities 26,361,920          28,403,721       (2,041,801)           26,019,791        2,383,930         

Total liabilities 28,906,859          32,668,634       (3,761,775)           27,671,170        4,997,464         

Deferred inflows of resources 501,134               589,240            (88,106)                517,403             71,837              

Net Position: -                       

Net investment in capital assets 24,475,639          15,946,255       8,529,384            12,739,179        3,207,076         

Restricted 3,527,601            6,494,911         (2,967,310)           3,963,542          2,531,369         

Unrestricted 16,594,093          9,990,296         6,603,797            13,389,000        (3,398,704)       

Total net position 44,597,333          32,431,462       12,165,871          30,091,721$      2,339,741         

Condensed Statements of Net Position
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Statements of Revenues, Expenses and Changes in Net Position 

 
 

 
 
 

The Statement of Revenues, Expenses and Changes of Net Position shows how the District’s 
net position changed during the years. The District’s net position increased by $12,165,871 and 
$2,339,741 for the fiscal years ended June 30, 2020 and 2019, respectively. 
  
A closer examination of the sources of changes in net position reveals that: 
 
In 2020, the District’s total revenue increased by 8.6% or $1,538,498, primarily due to an increase 
in water sales resulting from a warmer winter season followed by a warm and dry spring and 
summer.  Water Sales, which includes revenue from both water sales and the Water Shortage 
Emergency (WSE) surcharge makes up $1,522,103 of the increase. 

 In 2019, the District’s total revenue decreased by 1.7% or $310,167, primarily due to a decrease 
in water sales resulting from an above normal wet winter followed by a cool and foggy spring and 
early summer.  Water sales, which includes revenue from both water sales and the WSE surcharge 
decreased by $976,661, and were offset by an increase of $375,195 in monthly service charges 
(approximately equal to the amount waived in 2018 due to the lack of water service as a result of 
the debris flow).  Non-Operating revenues further offset the reduction in water sales by $143,354 
in Investment Earnings and $151,844 in Other Non-Operating revenue.  

In 2020, the District’s total expenses increased by 0.58% or $97,673.  Primary factors influencing 
this increase include a decrease in Joint Powers Authority (JPA) expenses of $507,682, offset by 
an increase in the General and Administrative expenses of $326,765 and an increase in Treatment 
expenses of $91,058. 

In 2019, the District’s total expenses increased by 5.6% or $965,262, primarily consisting of an 
increase in JPA expenses of $499,315, an increase in General and Administration expenses of 
$977,644, and a decrease in Transmission and Distribution expenses of $407,396. 

 

 

 

2020 2019 Change 2018 Change
Revenues:

Operating revenues 19,482,097 17,943,599 1,538,498$           18,541,652$     (598,053)$         
Non-operating revenues 1,286,843 540,665 746,178                252,779            287,886

Total Revenues 20,768,940 18,484,264 18,794,431       (310,167)
Expenses:

Operating expenses 15,637,053 15,553,982 83,071                  14,537,109       1,016,873         
Depreciation and amortization 1,198,312 1,183,710 14,602                  1,246,226         (62,516)             
Non-operating expenses 1,545,850 1,411,401 134,449                1,400,496         10,905              

Total Expenses 18,381,215 18,149,093 232,122                17,183,831       965,262            
Net income before capital contributions 2,387,725 335,171 2,052,554             1,610,600         (1,275,429)        

Capital contributions 556,762 248,549 308,213                79,364              169,185            
Change in net position 2,944,487 583,720 2,360,767             1,689,964         (1,106,244)        

Special item - FEMA Reimbursments 1,430,817 2,029,953 (599,136)               2,188,934         (158,981)           
Special item - Insurance Proceeds 340,599 104,895 235,704                -                    104,895            
Special item -Disaster Repairs (415,884) (378,827) (37,057)                 (2,188,934)        1,810,107         
Special item - legal settlement proceeds 7,865,852              -                        7,865,852             -                    -                    

Net position, beginning of year 32,431,462 30,091,721 2,339,741             29,252,905       838,816            
Restatement 0 0 -                        (851,148)           851,148            
Net position, beginning of year - as restated 32,431,462 30,091,721 2,339,741             28,401,757       1,689,964         
Net position, end of year 44,597,333 32,431,462 12,165,871           30,091,721       2,339,741         

Condensed Statements of Revenues, Expenses and Changes in Net Position
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Statements of Revenues, Expenses and Changes in Net Position, continued 
 

 

Total Revenues
2020 2019 Change 2018 Change

Operating revenues:
Water consumption sales 9,376,305                 8,380,077         996,228$                8,925,156$       (545,079)
Monthly service charge 4,276,307                 4,264,586         11,721                    3,889,391         375,195
Ordinance 93 - drought penalty charge -                           -                    -                         (3,105)              3,105
Water shortage emergency surcharge 5,753,179                 5,227,304         525,875                  5,658,886         (431,582)
Other charges for services 76,306                      71,632              4,674                      71,324              308

Total operating revenue 19,482,097 17,943,599 1,538,498               18,541,652       (598,053)
-                         

Non-operating revenue: -                         
Rental revenue 42,785                      42,933              (148)                       44,163              (1,230)
Picay hydroelectric power -                           1,912                (1,912)                    7,994                (6,082)
Investment earnings 192,392                    281,776            (89,384)                  138,422            143,354
Other non-operating revenues 1,051,666                 214,044            837,622                  62,200              151,844

Total non-operating revenue 1,286,843 540,665 746,178                  252,779            287,886
Total revenues 20,768,940               18,484,264       2,284,676               18,794,431       (310,167)

-                         
Total Expenses -                         

-                         
Operating expenses: -                         

Source of supply - water purchases 8,279,649                 8,787,331         (507,682)                8,288,016         499,315
Source of supply - drought water purchases -                         -                    0
Source of supply - operational costs 154,590                    108,990            45,600                    137,826            (28,836)
Water treatment - operation costs 1,418,644                 1,327,586         91,058                    1,303,031         24,555
Transmission and distribution 1,238,735                 1,180,285         58,450                    1,587,681         (407,396)
Customer service and meter reading 476,804                    407,924            68,880                    456,333            (48,409)
General and administrative 4,068,631                 3,741,866         326,765                  2,764,222         977,644

Total operating expenses 15,637,053 15,553,982 83,071                    14,537,109       1,016,873

Depreciation - capital recovery 1,198,312 1,183,710 14,602                    1,246,226         (62,516)
Non-operating expenses: -                         

Interest expense 987,797                    869,640            118,157                  846,074            23,566
Cater treatment plant ozone debt 231,647                    231,647            -                         231,647            0
Cater treatment plant - ozone project obligation 276,346                    276,346            -                         276,346            0
Joint-project cost commitments 102,984                    102,984            -                         129,965            (26,981)
Gain/Loss on disposition of capital projects -                           (16,292)            16,292                    (30,612)            14,320
Amortization of debt premium (52,924)                    (52,924)            -                         (52,924)            0

Total non-operating expenes 1,545,850 1,411,401 134,449                  1,400,496         10,905
Total Expenses 18,381,215 18,149,093 232,122                  17,183,831       965,262
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Capital Asset Administration 
 

At the end of fiscal year 2020 and 2019, the District’s investment in capital assets amounted to 
$40,273,991 and $35,254,609, respectively, (net of accumulated depreciation and amortization). This 
investment in capital assets includes land, transmission and distribution systems, wells, tanks, reservoirs, 
pumps, buildings and structures, equipment, vehicles, and construction-in-process. Major capital asset 
improvements and repairs were made during fiscal year 2020 including upgrades to the Bella Vista 
Treatment Plant, fire pump replacement at the Ortega Pump Station, completion of the Sycamore Canyon 
water main replacement project, replacement of two thousand feet of 2-inch water mains, significant 
permanent repairs to bridges and transmission mains following the January 9, 2018 debris flow and 
machinery and equipment purchases.  See Notes 5 and 13 for further information. 
 
 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Changes in capital assets amounts for 2020 were as follows:

Balance        
2019 Additions

Transfers / 
Deletions

Balance        
2020

Capital assets:
Non-depreciable assets 4,289,974$        5,911,061          (624,435)            9,576,600          
Depreciable assets 57,321,899        366,474             564,594             58,252,967        
Accumulated depreciation (26,357,264)       (1,198,312)         (27,555,576)       

Total capital assets, net 35,254,609        5,079,223          (59,841)              40,273,991        

Changes in capital assets amounts for 2019 were as follows:

Balance        
2018 Additions

Transfers / 
Deletions

Balance        
2019

Capital assets:
Non-depreciable assets 1,350,774$        3,941,789          (1,002,589)         4,289,974          
Depreciable assets 56,465,896        256,473             599,530             57,321,899        
Accumulated depreciation (25,270,409)       (1,183,710)         96,855               (26,357,264)       

Total capital assets, net 32,546,261        3,014,552          (306,204)            35,254,609        
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Debt Administration 

 

 
(See note 6 for further discussion) 

 
 

Conditions Affecting Current Financial Position 
 

Management is unaware of any conditions as of June 30, 2020, that would have a significant impact on 
the District’s financial position, net position, or operating results in terms of past, present and future. 

 

Requests for Information 
 

This financial report is designed to provide the District’s funding sources, customers, stakeholders and 
other interested parties with an overview of the District’s financial operations and condition. Should 
readers have questions regarding the information included in this report or wish to request additional 
financial information, please contact the General Manager or Business Manager of Montecito Water 
District, 583 San Ysidro Road, Santa Barbara, California, 93108 at (805) 969-2271.  

Changes in long-term debt amounts for 2020 were as follows:

Balance        2019 Additions
Transfers / 
Deletions

Balance        
2020

Long-term debt:
Bond payable 13,836,244$       (52,924)       13,783,320    
DWR Ortega Loan payable 5,419,186           (457,079)     4,962,107      
AMI Loan Payable 3,000,000           (3,000,000)  -                 

Total long-term debt 22,255,430         -               (3,510,003)  18,745,427    

Changes in long-term debt amounts for 2019 were as follows:

Balance        2018 Additions
Transfers / 
Deletions

Balance        
2019

Long-term debt:
Bond payable 13,889,168$       -               (52,924)       13,836,244    
DWR Ortega Loan payable 5,864,990           -               (445,804)     5,419,186      
AMI Loan Payable -                     3,000,000    -              3,000,000      

Total long-term debt 19,754,158         3,000,000    (498,728)     22,255,430    
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