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To the Board of Directors and customers served by the Vista lrrigation District: General Counsel

We are pleased to present the Vista Irrigation District’s (the District’'s) Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2010. 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 report was prepared by the District’s Finance Department following guidelines set
forth by the Governmental Accounting Standards Board (GASB) and generally accepted
accounting principles (GAAP). Responsibility for the accuracy of the data presented and
the completeness and fairness of the presentation, including disclosures, rests with the
District. We believe the data, as presented, is accurate in al material respects and that it
is presented in a manner that provides a fair representation of the financial position and
results of operations of the District. Included are all disclosures we believe necessary to
enhance your understanding of the financial condition of the District.

GAAP requires that management provide a narrative introduction, overview, and analysis
to accompany the basic financial statementsin the form of Management’ s Discussion and
Analysis (MD&A). The letter of transmittal is designed to complement Management’s
Discussion and Analysis and should be read in conjunction with it. The District’'s MD& A
can be found immediately following the report of the independent auditors.

The District’ s financial statements have been audited by Mayer Hoffman McCann P.C., a
firm of licensed certified public accountants. The goal of the independent audit is to
provide reasonable assurance that the financial statements of the District for the fiscal
year ended June 30, 2010, are free of material misstatement. 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; and evaluating the overall financial statement
presentation. The independent auditors concluded, based upon the audit, that there was a
reasonable basis for rendering an unqualified opinion that the District's financial
statements for the fiscal year ended June 30, 2010, are fairly presented in conformity with
GAAP. The independent auditors report is presented as the first component of the
financial section of this report.



PROFILE OF THE DISTRICT

District’s Service Area

The District’s service area consists of a 31-square mile area in the northwestern quadrant
of San Diego County that lies west of the Interstate 15 Freeway and east of the Interstate
5 Freeway, encompassing approximately 21,200 acres. Within the District's boundaries
are the City of Vista; portions of the cities of San Marcos, Escondido and Oceanside; and
unincorporated areas of the county. The District provides potable water to its service
area.

District’s Authority

Vista Irrigation District is a special district of the State of California organized in 1923
under the Irrigation District Act (Water Code 820500, et. Seq.) and authorizing statutes
(Water Code 822975, et. Seq.) and approved by voters on August 28, 1923 which
coincided with the building of Henshaw Dam in 1923 by the San Diego County Water
Company. Completion of the dam made it possible for the Vista community to receive a
reliable source of water, instead of relying on wellsin the area. In June 1946, the District
purchased the San Diego County Water Company. Included in the purchase was the
43,000-acre Warner Ranch, which includes Henshaw Dam and Lake Henshaw. 1n 1954,
the District became a member of the San Diego County Water Authority in order to
receive water imported from the Colorado River and Northern California.

The State of California Water Code also authorizes the District to exercise the power of
eminent domain; to fix, revise and collect rates or other charges for the delivery of water,
use of facilities or property, or provision of service; and to fix in each fiscal year, a water
standby or availability charge on land within the boundaries of the District to which water
is made available by the District. The District may also issue bonds, borrow money and
incur indebtedness.

Governance

The District’s Board of Directors is comprised of five members elected by the citizens
within their geographical area. Each Director serves afour year staggered term and must
be a resident of the division he or she represents. The District operates under a Board-
Manager form of government. The General Manager is appointed by the Board, and
administers the daily affairs of the District and carries out policies of the Board of
Directors. The District employs a staff of 101 under the direction of the Board-appointed
Genera Manager.

Water Services

The District serves more than 28,200 customers. Typicaly, thirty percent of the
District’s water comes from its local water supply, Lake Henshaw, and seventy percent
comes from two imported water sources, the Colorado River and the Sacramento
River/San Joaquin River Delta in Northern California. The District currently delivers
approximately 18,000 acre feet of water annually to its customers.



The water system operates over 470 miles of pipe, 12 storage reservoirs, and 8 pumping
stations. The Disgtrict jointly owns the Escondido-Vista water treatment plant with the
City of Escondido. The Escondido-Vista water treatment plant (EVWTP) has a capacity
of 66 MGD and treats all raw water before it is delivered to customers.

Economic Conditions & Outlook

District Economic Results

The estimated population of the District is 125,962. According to the San Diego
Association of Governments (SANDAG), the median age of residents within the District
as calculated during the most recent US Census, was 31.1 years and the median
household income of residents in the City of Vista, which encompasses the majority of
the District, was $35,000. From 2001 to 2010 the population increased 7.2%, and median
household income (adjusted for inflation) remained steady.

The demand for new connections continued, with the District’s total meters in service
increasing in fiscal year 2010 by 78 meters to 27,974. Water sales for fiscal year 2010
were 18,273 acre feet, down 2,590 acre feet or 12.4% from sales of 20,863 in fiscal year
2009. Of the 18,273 acre feet, or 6.0 billion gallons sold in fiscal year 2010, 71% was
distributed for residential use, 10% for industrial and commercia use, 9% for landscape
irrigation use, 6% for agricultural use and 4% for governmental use.

Consecutive years of below average rainfall has limited the availability of local water and
has caused the District to rely more heavily on imported supplies rather than on local
water available from Lake Henshaw.

Major Initiatives

Mainline Replacement Program

In 1995 the Board of Directors initiated an on-going Main Replacement Program with the
goal of replacing aging pipelines before they reach the end of their useful life and become
a maintenance liability. Formalizing a Main Replacement Program has alowed pipe
replacements to be prioritized based on the age of the line, leak history, and pipe material
as well as factors related to site conditions. Another important factor is input from
District crews, who evaluate the line' s condition at the time repairs are being made.

Since its inception, the Board has allocated $12.75 million to the program which has
allowed the replacement of nearly 17.5 miles of older steel pipe ranging in size from 4 to
20 inches. The Board approved another $1.25 million for this program as part of the
capital improvement program for fiscal year 2011.

Flume Replacement

The Vista Flume, which transports the District’s water supply from the EVWTP at Lake
Dixon to Vista, is now 80 years old and along term solution is needed to keep the water
flowing. The Board of Directors has accepted an engineering report which outlines
alternatives to replacing the Flume. The study concluded that a combination of methods,



including the insertion of pipe in sections of the Flume, will be the best, most cost
effective and efficient alternative. This alternative has the added benefit of transforming
the old gravity Flume into a pressurized conduit which would be capable of handling
increased flow rates from the filtration plant. Successful completion of this project will
ensure the District’ s continued access to its remote local water source.

Accomplishments

Award for Achievement in Information Technology Practices

The District earned the Award for Achievement in Information Technology Practices
from the Municipa Information Systems Association of California (MISAC), a statewide
professional association of Information Systems professionals from cities and water
districts throughout California. The Award was earned for exemplary Information
Technology Practices.

ACWA/JPIA President’s Special Recognition Award

The Didtrict received the President’s Special Recognition Award for outstanding
performance in the Workers Compensation and Property insurance programs from the
Association of California Water Agencies (ACWA) Joint Powers Insurance Authority
(JPIA) for the third consecutive year. The award for the Workers Compensation
Program recognized that the number of injuries and lost time due to injury have steadily
declined tranglating into a savings of about $200,000 per year in workers' compensation
premiums. The award for the Property Program recognized that from 2005 to 2008 the
District did not submit a single claim for the replacement of damaged property. Receipt
of these awards are an acknowledgment that the District, with assistance from
ACWA/JPIA staff, is continuing its efforts to proactively limit its exposure to accidents,
injuries, and property claims. These coordinated activities, coupled with an actively
involved and dedicated workforce, have resulted in a favorable loss to premium ratio. As
aresult, associated coverage costs have remained low.

Historic Preservation Award

The District was awarded a 2009 Preservation Design Award from the California
Preservation Foundation in recognition of outstanding achievement in the field of historic
preservation for the Warner-Carrillo Ranch House. The Award recognizes in particular
the work that has been done with stabilization of the historic barn on District property.

SDG&E Conservation Award
The District received an energy conservation award from San Diego Gas & Electric
(SDG&E) for conservation efforts through an Information Systems server virtualization
project whereby the amount of servers used at the District was reduced from 17 to three.
This reduction resulted in an estimated savings of 37,000 kilowatt hours per year, earning
the District an incentive award.



Resource Management

Efforts to reduce regional dependence on imported water are at the forefront of District
planning and construction activities. The ever present threat of regiona drought
conditions necessitates that the District pursue projects that will create clean, more
reliable local water supplies and reduce its dependence on imported water.

Conservation remains at the core of the District’s strategy to develop additional water
supplies. With the philosophy that every gallon conserved is one less gallon imported, the
District participates in severa water saving programs. The District develops educational
programs, hosts water-wise seminars, distributes helpful landscaping literature, and
maintains awater conservation demonstration garden at its headquarters.

The San Diego County Water Authority has set a goal to conserve an additional 100,000
acre feet of water by 2030, in order to meet the San Diego region’s water supply needs.
Outdoor water conservation offers a vast new water supply through landscape irrigation
efficiency. It is estimated that in California’s residential water use, over 60% goes to
landscaping and in many instances over 50% of that water is wasted or unused by the
landscape. Considering 85% of the District’s accounts are residential, this represents a
large percentage of the water that is consumed within the District.

In order to reach customers, the family of Southern California water agencies has
developed the California Friendly gardening and landscaping campaign. This campaign
promotes the aesthetics and qualities of native and low water use landscaping, and
encourages residents to limit the amount of turf they have in their landscape.

Financial Policies

The Disgtrict has formally adopted a reserve policy that states the purpose, source, and
funding limits for each of its designated reserves. These reserves have been established to
meet internal requirements and/or external legal requirements. These policy guidelines
enable restricting funds for future infrastructure needs, replacement of aging facilities,
and establishment of various operating reserves to mitigate unexpected occurrences.
These reserves are critical to the District’s financial strength. The District complied with
the terms of its reserve policy and has set aside the approved amounts in accordance with
the policy.

Accounting System

The Administration Division is responsible for providing financia services for the
Didtrict, including financial accounting and reporting, payroll, accounts payable and
receivable, custody and investment of funds, billing and collection of water charges, and
other revenues. The District accounts for its activities as an enterprise fund and prepares
its financial statements on the accrual basis of accounting, under which revenues are
recognized when earned and expenses are recorded when liabilities are incurred. It is the
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intent of the Board to manage the District’s operations as a business, thus matching
revenues against the costs of providing the services.

Internal Controls

The 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 in accordance with District policies
and procedures. When establishing and reviewing controls, management must consider
the cost of the control and the value of the benefit derived from its utilization. The most
recent audit has not noted any weaknessesin internal controls.

Budgetary Controls

Though the District is not legally required to adopt and adhere to a budget or present
budgetary comparison information, the Board has chosen to approve an annual budget as
a management tool. The budget is developed with input from the various departments of
the Didtrict, and adopted prior to the start of each fiscal year. Quarterly comparison
reports of budget to actual are prepared and presented at a summary level to the Board
along with explanations of significant variances.

Cash Management

The Didtrict invests its temporary idle cash in investments legaly permissible by
California Government Code 853601 et. seq., and in accordance with its own approved
investment policy which is annualy reviewed. The investment objectives of the District
are to first preserve the capital of the portfolio, followed by maintaining liquidity to meet
cash flow requirements, and finally maximizing the rate of return without compromising
the first two objectives. Interest rates fell during fiscal year 2010 bringing the District’s
overall portfolio yield to 0.38% from 0.79% in the prior year. The District complied with
the terms of its investment policy throughout the year.

Long-Term Financial Planning

New facilities and system improvements are funded by water rates. Water rates are
increased over time based on the long range capital improvement plan. Replacement
facilities are financed by depreciation and interest on accumulated depreciation. The
excess portion of expanded facilities are funded by water rates, while any portion of an
expansion project that does not increase facilities or production is funded with
depreciation and interest on accumul ated depreciation.

Items in the long range capital improvement plan are determined not only by the
depreciation schedule, but through a process which assesses a combination of factors
including age, condition and the critical nature of the facility. The long range capital
improvement plan spreads projects over several years to maintain a constant level of
capital projects to maximize the efficiency of District resources. Funds collected or
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accumulated in years in which there are no new or expanded facilities are placed into the
District’s construction reserve account. Funds in the construction reserve account are
used to pay for construction projects in years that the costs of construction projects
exceed the amount collected from water rates.

Debt Management

The District had no outstanding Debt at June 30, 2010.

Financial Statement 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 Vista
Irrigation District for its CAFR for the fiscal year ended June 30, 2009. 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 CAFR that satisfies both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our
current CAFR report continues to conform to the Certificate of Achievement program
requirements, and we are submitting it to GFOA.
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Mayer Hoffman McCann P.C.
An Independent CPA Firm

2301 Dupont Drive, Suite 200
Irvine, California 92612
949-474-2020 ph
949-263-5520 fx
www.mhm-pc.com

To the Board of Directors
Vista Irrigation District
Vista, California

INDEPENDENT AUBITORS’ REPORT

We have audited the accompanying basic financial statements of the Vista Irrigation District
(“District”), as of and for the year ended June 30, 2010, as listed in the table of contents. These
financial statements are the responsibility of the management of the District. Our responsibility is
to express an opinion on these financial statements based on our audit. The prior year partial
comparative information has been derived from the financial statements of the District for the
year ended June 30, 2009 and, in our report dated December 3, 2009, we expressed an
unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

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, 2010, and the changes in financial position
and cash flows, of the District for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

The information identified in the accompanying table of contents as management’s discussion
and analysis is not a required part of the basic financial statements, but is supplementary
information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The introductory section and
statistical tables are presented for purposes of additional analysis and are not a required part of
the basic financial statements. The introductory section and statistical tables have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.
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To the Board of Directors
Vista Irrigation District

In accordance with Government Auditing Standards, we have also issued our report dated
December 1, 2010 on our consideration of the District’s internal control over financial reporting
and our tests of its compliance with certain provision of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results-of our audit.

/77%}(/1, Wﬂa %{érm /ﬂ

Irvine, California
December 1, 2010




VISTA IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

Our discussion and analysis of the Vista Irrigation District’s financial performance provides an
overview of the Digtrict’s financial activities for the year ended June 30, 2010. Please read it in
conjunction with the District’s financial statements which begin on page 6. This annual financial
report consists of two parts -- Management’ s Discussion and Analysis (this section) and the Financial
Statements.

Financial Statements

The District’ sfinancia statements include four components:

Balance Sheets

Statements of Revenues, Expenses and Changes in Equity
Statements of Cash Flows

Notesto the Financial Statements

The balance sheets include all of the District’s assets and liabilities, with the difference between the
two reported as equity. Equity is displayed in two categories.

e Invested in capital assets
e Unrestricted

The balance sheets provide the basis for evaluating the capital structure of the District and assessing
itsliquidity and financial flexibility.

The statements of revenues, expenses and changes in equity present information which shows how the
District’s equity changed during each year. All of the year’ s revenues and expenses are recorded when
the underlying transaction occurs, regardless of the timing of the related cash flows. The statements of
revenues, expenses and changes in equity measure the success of the District’s operations during the
year and determine whether the District has recovered its costs through user fees and other charges.

The statements of cash flows provide information regarding the District’s cash receipts and cash
disbursements during the year. These statements report cash activity in four categories:

Operating

Noncapital financing

Capital and related financing
Investing

These statements differ from the statements of revenues, expenses and changes in equity by only
accounting for transactions that result in cash receipts or cash disbursements.

See independent auditors’ report.



VISTA IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

The notes to the financial statements provide a description of the accounting policies used to prepare
the financia statements and present material disclosures required by accounting principles generally
accepted in the United States of Americathat are not otherwise present in the financial statements.

Financial Highlights

e Overal, operating revenues increased 13.8%, while operating expenses increased 5.1%.

e The Didtrict realized a $2.0 million operating gain during the current fiscal year primarily due
to an increase in water revenues, resulting from the implementation of atiered-rate structure in
September 2009.

e Investment income decreased 78.8%, from $360 thousand to $76 thousand, primarily due to
lower interest rates.

Financial Analysis of the District

Equity — The District’s overall equity increased $2.7 million between fiscal years 2009 and 2010,
from $94.1 to $96.8 million. The equity invested in capital assets increased $2.0 million which
reflects the excess of net capital additions over the current year depreciation and dispositions. The
unrestricted equity increased $0.7 million primarily due to operating revenues exceeding operating
expenses.

Vista Irrigation District’s Equity
(In Millions of Dallars)

2010 2009
Current and other assets $ 258 $ 245
Capital assets 81.0 79.0
Total Assets 106.8 103.5
Liabilities 10.0 9.3
Equity:
Invested in capital assets 810 79.0
Unrestricted 15.8 15.2
Total Equity $_ 96.8 $_ 942

See independent auditors’ report.



VISTA IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

Change in Equity - The District’s operating revenues increased by 13.8% to $36.1 million. In fiscal
year 2010, 97.3% of the District’s operating revenues came from water sales. The increase in
operating revenues resulted primarily from the implementation of a tiered water rate structure in
September 2009.

The District’ s operating expenses increased 5.1% to $34.1 million primarily due to an increase of $2.0
million in purchased water.

The District’s nonoperating revenues decreased from $0.6 million to $0.2 million, primarily due to a

$0.3 million decrease in investment income.

Vista Irrigation District’s Changes in Equity
(In Millions of Dollars)

2010 2009
Operating Revenues
Water sales $ 351 $ 308
Property rentals 0.6 0.6
Other services 0.3 0.2
System fees 0.1 0.1
Total Operating Revenues 36.1 317
Operating Expenses 34.1 32.4
Operating Income (L0ss) 2.0 (0.7)
Nonoperating Revenues/ (Expenses)
Property taxes 0.4 0.3
Investment income 0.1 0.4
Gain (loss) on disposal of capital assets (0.1) -
Interest expense (0.2 (0.1)
Total Nonoperating Revenues 0.2 0.6
Contributed Capital 0.4 0.7
Increase in Equity $__ 26 $_ 06

See independent auditors’ report.



VISTA IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

Capital Assets

At June 30, 2010, the District had invested $148.5 million in capital assets with $67.5 million in
accumulated depreciation. Net capital assets increased $2.0 million as a result of capital acquisitions
exceeding the annual depreciation and dispositions. During the year, the District added $4.7 million
in pipeline projects and $0.2 million in equipment. The largest capital additions were $2.4 million in
costs for several mainline replacement projects, $1.7 million for the flume upgrade project, and $0.4
million of contributed pipeline projects. This year's capital retirements were comprised of the
replacement/disposal of pipelines, chlorination facilities, computer and other equipment with a total
historical cost for all these items of $1.0 million. Depreciation for the year was $2.9 million.

Vista Irrigation District’s Capital Assets, Net
(In Millions of Dallars)

2010 2009
Land, franchises and water rights $ 6.0 $ 6.0
Buildings, cands, pipeline, reservoirs and dams 73.5 71.4
Equipment 0.6 0.7
Henshaw pumping project 0.4 0.3
Construction in progress 0.5 0.6
Total Capital Assets, Net $__ 810 $__ 79.0

For more detailed information on capital asset activity, please refer to “Note 4 — Capital Assets’ in the
notes to the financial statements.

Capital Debt

At June 30, 2010, the District had no capital debt and has no immediate need to issue debt.

Contacting the District’s Financial Management

This financia report is designed to provide our citizens, taxpayers, customers and creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability for and the
stewardship of the financial resources and facilities it manages and maintains. If you have questions
about this report or need additional financial information, contact the Vista Irrigation District’'s
Finance Department at 1391 Engineer Street, Vista, California 92081.

See independent auditors’ report.



VISTA IRRIGATION DISTRICT
BALANCE SHEETS
JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

ASSETS
2010 2009
Current Assets:
Cash and cash equivaents (note 2) $ 6,460,769 $ 7,654,183
Investments (note 2) 12,986,630 11,983,710
Accounts receivable, net (note 3) 5,380,177 4,332,048
Taxesreceivable 61,890 37,523
Accrued interest receivable 4,334 46
Inventories of materials and supplies 304,489 393,101
Prepaid expenses and other current assets 631,627 78,373
Total Current Assets 25,829,916 24,478,984
Noncurrent Assets:
Capital assets: (note 4)
Depreciable assets, net of accumulated depreciation:
Buildings, canals, pipelines, reservoirs and dams 73,518,928 71,449,029
Equipment 564,535 680,554
Henshaw pumping project 409,458 309,116
Nondepreciable assets:
Land, franchises and water rights 5,960,313 5,960,313
Construction in progress 498,962 572,207
Total capital assets 80,952,196 78,971,219
Total Noncurrent Assets 80,952,196 78,971,219
TOTAL ASSETS $_ 106,782,112 $_ 103,450,203
The accompanying notes are an integral part of the financial statements.
(Continued)




VISTA IRRIGATION DISTRICT
BALANCE SHEETS
JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

LIABILITIES AND EQUITY

2010 2009
Current Liabilities:
Accounts payable (note 5) $ 3,131,364 $ 2,810,783
Deposits 453,781 481,751
Accrued expenses and other liabilities 2,223,401 2,028,360
Total Current Liabilities 5,808,546 5,320,894
Noncurrent Liabilities:
Claims Payable (note 9) 4,186,875 3,994,375
Total Liabilities 9,995,421 9,315,269
Equity:
Invested in capital assets 80,952,196 78,971,219
Unrestricted (note 6) 15,834,495 15,163,715
Total Equity 96,786,691 94,134,934
TOTAL LIABILITIES AND EQUITY $_ 106,782,112 $_ 103,450,203

The accompanying notes are an integral part of the financial statements.
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VISTA IRRIGATION DISTRICT
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

2010 2009
Operating Revenues:
Water sales $ 35112935 $ 30,785,729
Property rentals 546,448 556,131
Other services 342,551 244,894
System fees 94,243 130,683
Total Operating Revenues 36,096,177 31,717,437
Operating Expenses:
Purchased water 13,956,299 11,978,556
Wages and benefits 12,540,325 12,374,900
Depreciation 2,893,214 2,839,422
Contractual services 2,592,296 2,721,679
Supplies 956,271 1,107,503
Professional fees 822,454 709,350
Power 575,442 732,570
Office and general 515,170 549,509
Insurance 291,909 257,289
Uncollectible accounts 125,418 125,851
Communications 68,200 64,225
Burden alocation (1,277,798) (1,045,086)
Total Operating Expenses 34,059,200 32,415,768
Operating Income (L0ss) 2,036,977 (698,331)
Nonoperating Revenues (Expenses):
Property taxes 367,482 340,351
Investment income 76,377 359,773
Gain (loss) on disposal of capital assets (53,133) 7,339
Interest expense (192,500) (144,375)
Total Nonoperating Revenues 198,226 563,088
Income (Loss) Before Contributions 2,235,203 (135,243)
Capital Contributions 416,554 668,269
Change in Equity 2,651,757 533,026
Total Equity - Beginning 94,134,934 93,601,908
TOTAL EQUITY - ENDING $_ 96,786,691 $_ 94,134,934

The accompanying notes are an integral part of the financial statements.
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VISTA IRRIGATION DISTRICT
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

Cash Flows From Operating Activities:
Receipts from customers
Payments to suppliers
Payments to employees
Net Cash Provided by Operating Activities

Cash Flows From Noncapital Financing Activities:
Receipts from property taxes

Cash Flows From Capital and Related Financing Activities:
Proceeds from disposal of capital assets
Collection of deposits
Acquisition of capital assets
Return of deposits
Net Cash Used by Capital and Related Financing Activities

Cash Flows From Investing Activities:
Proceeds from maturities of investments
Interest on cash and investments
Purchase of investments
Net Cash Provided (Used) by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Y ear

CASH AND CASH EQUIVALENTS, END OF YEAR

The accompanying notes are an integral part of the financial statements.
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2010 2009
35,585,687 32,819,046
(22,419,073) (21,125,670)
(9,529,925) (9,866,467)
3,636,689 1,826,909
367,482 340,351
8,158 7,339
387,903 369,236
(4,246,594) (5,090,184)
(415,873) (568,808)
(4,266,406) (5,282,417)
16,000,000 25,500,000
17,191 140,833
(16,948,370) (19,821,864)
(931,179) 5,818,969
(1,193,414) 2,703,812
7,654,183 4,950,371
6,460,769 7,654,183
(Continued)



VISTA IRRIGATION DISTRICT
STATEMENTS OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

Reconciliation of Operating Income (Loss) to Net
Cash Provided by Operating Activities:

Operating Income (Loss) $ 2036977 $ (698,331
Adjustments to reconcile operating income (loss) to net
cash provided by operating activities:
Depreciation 2,893,214 2,839,422
Change in Assets and Liabilities:
Accounts receivable, net (1,148,129) 778,237
Taxes receivable (24,367) 3,743
Inventories of materials and supplies 88,612 (47,880)
Prepaid expenses and other current assets (553,254) 4,952
Accounts payable 229,339 (415,594)
Accrued expenses and other liabilities 114,297 (637,640)
Net Cash Provided by Operating Activities $ 3,636,680 $_ 1,826,909
Noncash Investing, Capital and Financing Activities:
Contributed capital assets 416,554 668,269
Capital asset acquisitions included in accounts payable
and accrued expenses 182,246 232,642
Increase in fair value of investments 54,550 239,401

The accompanying notes are an integral part of the financial statements.
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VISTA IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

Note 1 — Reporting Entity and Summary of Significant Accounting Policies:

Description of the Reporting Entity

Vista Irrigation District (District) is a public entity established in 1923, pursuant to the Irrigation
District Act of the California Water Code, for the purpose of providing water services to the
properties in the District. The District’s service area lies within the northwestern quadrant of San
Diego County, encompassing approximately 21,200 acres. Historically, the District has received
30% of its water supply from Lake Henshaw which, along with the surrounding 43,000 acre
Warner Ranch, is owned and operated by the District. The remaining 70% of the District’s supply
comes from Northern California through the State Water Project and from the Colorado River.
These sources are conveyed to the District via agueducts owned and operated by water
wholesalers, the Metropolitan Water District of Southern California and the San Diego County
Water Authority. The District is governed by a Board of Directors consisting of five directors
elected by geographical divisions, based on District population, for four-year aternating terms.

The criteria used in determining the scope of the reporting entity are based on the provisions of the
Governmental Accounting Standards Board (GASB) Statement 14. The District is the primary
government unit and currently has no component units. Component units are those entities which
are financially accountable to the primary government, either because the District appoints a
voting majority of the component unit’s board, or because the component unit will provide a
financia benefit or impose a financial burden on the District.

Basis of Accounting

The accounting principles of the District conform to accounting principles generally accepted in
the United States of America applicable to enterprise funds. Accordingly, the balance sheets and
the statements of revenues, expenses and changes in equity have been prepared using the
economic resources measurement focus and the accrual basis of accounting.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions. Those estimates and assumptions affect: the reported amount of assets and liabilities,
the disclosure of contingent assets and liabilities, and the reported amount of revenues and
expenses during the reporting period. Actual results could differ from those estimates.
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VISTA IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND COMPARATIVE DATA FOR JUNE 30, 2009

Note 1 — Reporting Entity and Summary of Significant Accounting Policies: (Continued)

Revenue Recognition

The District recognizes revenues from water sales, property rentals, investments and other fees
and services as they are earned. Taxes and assessments are recognized as revenue, based upon
amounts reported to the District by the County of San Diego. The District first utilizes restricted
resources to finance qualifying activities. Operating activities generally result from providing
services and producing and delivering goods. As such, the District considers fees received from
water sales, capacity fees, connection and installation fees and property rentals to be operating
revenues. Operating expenses include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as nonoperating revenues and expenses.

Pronouncements of GASB and FASB

The Digtrict’s financia statements are prepared in accordance with generally accepted accounting
principles (GAAP). The GASB is responsible for establishing GAAP for state and local
governments through its pronouncements (Statements and Interpretations). Governments are also
required to follow the pronouncements of the Financial Accounting Standards Board (FASB)
issued through November 30, 1989 (when applicable) that do not conflict with or contradict
GASB pronouncements. Although the District has the option to apply FASB pronouncements
issued after that date, the District has chosen not to do so.

Cash and Cash Equivalents

For purposes of the statement of cash flows, all investment instruments are considered to be cash
equivalents if purchased with a maturity of three months or less and are readily convertible to
known cash amounts.

Investments

Investments are reported at fair value in the balance sheet. All investment income, including
changes in the fair value of investments, is recognized as revenues in the statement of revenues,
expenses, and changes in equity. Investments that are not traded on a market, such as investments
in external pools, are valued based on the stated fair value as represented by the external pool.

Accounts Receivable

Accounts receivable includes both billed and unbilled water sales provided to District customers.
An alowance for doubtful accounts is provided for uncollectible accounts based on the District’s
bad debt experience and on management’ s estimate.
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