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November XX, ����

Board of Directors
Fallbrook Public Utility District
��� East Mission Road
Fallbrook, California �����
To the Board of Directors and Citizens of Fallbrook:
We are pleased to submit the Annual Comprehensive Financial Report (ACFR) 
for the Fallbrook Public Utility District (District) for the �scal year ended June 
��, ����.  The purpose of this report is to provide the Board, the public, and 
other interested parties, with reliable and transparent �nancial information 
about the District. 
The ACFR is being produced as part of management�s continued efforts 
to enhance the District�s �scal transparency and to support a better 
understanding of the District�s �nancial operations.  Management assumes full 
responsibility for the completeness and reliability of the information contained 
in this report, based upon a comprehensive framework of internal control that 
it has established for this purpose.  Because the cost of internal control should 
not exceed anticipated bene�ts, the objective is to provide reasonable, rather 
than absolute, assurance that the �nancial statements are free of any material 
misstatements.
CliftonLarsonAllen, LLP, Certi�ed Public Accountants, have issued an 
unmodi�ed opinion on the Fallbrook Public Utility District�s �nancial statements 
for the year ended June ��, ����.  The independent auditors� report is located 
at the front of the �nancial section of this report.
Management�s Discussion and Analysis (MD&A) immediately follows the 
independent auditors� report in the Financial Section and provides a narrative 
introduction, overview, and analysis of the basic �nancial statements.  The 
MD&A complements this letter of transmittal and should be read in conjunction 
with it.  Following the MD&A are the basic �nancial statements, notes to the 
statements, and an unaudited section of statistical information.
This report has been prepared using the �nancial reporting model 
recommended in the Government Accounting Standards Board�s (GASB) 
Statement ��.  The GASB requires proprietary fund governments to use the 
full accrual basis of accounting.  The accompanying statements have been 
prepared using the full accrual basis.
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2 Fallbrook Public Utility District	

District Pro�le
Fallbrook is an unincorporated community in San Diego County. The �rst permanent recorded settlement 
in Fallbrook was in ����, in the east area of the District, which later became Live Oak County Park.  
While agriculture has always played a major role in the community, the �rst plantings were olives and 
citrus.  These crops were replaced in the �����s by avocados and it wasn�t long before Fallbrook became 
generally recognized as the �Avocado Capital of the World.�
Fallbrook Public Utility District (District) was incorporated on June �, ���� to serve water from local area 
wells along the San Luis Rey River.  Soon after it was established, the District began to grow.  Annexations 
into the District have expanded the service area from ��� acres to ��,��� acres (�� square miles).  To 
meet the growing demand for water, additional ground water supplies were developed along both the 
San Luis Rey and Santa Margarita rivers.  
The District became a member of the San Diego County Water Authority (SDCWA) at its formation on 
June �, ����, and thus was eligible to receive a portion of Colorado River water that would be diverted 
by the Metropolitan Water District of Southern California (MWD).  When Colorado River water became 
available in ����, consumption within the District gradually increased to approximately ��,��� acre-
feet per year by ����.  Then in ����, MWD augmented its supply system with water from the California 
State Water Project and began delivering water from both systems to San Diego County.  
Over the last decade, SDCWA has executed a supply reliability plan developed in the early �����s.  
At that time, water demands were at all-time highs and double SDCWA�s current annual water sales 
levels.  With a water supply reliability plan built for peak annual water demands, SDCWA has invested 
billions in water supply reliability projects.  Paying for these water supply reliability investments is driving 
SDCWA�s cost of water higher.  
With rate payers struggling to afford 
water in the District�s service area and no 
hope for rate relief, the District took the 
bold step of detaching from SDCWA in 
an effort to lower the cost of water.  On 
January �, ����, the District successfully 
completed the Detachment process and 
annexed into Eastern Municipal Water 
District�s (EMWD�s) service area.  This 
change immediately reduced the District�s 
cost of wholesale water by over ��% with 
no reduction in the District�s water supply 
reliability. 

Water System

In the past, the District imported ��% of its potable water with the remaining �% coming from a local 
well.  With the Santa Margarita Groundwater Treatment Plant (SMGTP) now operational, a signi�cant 
amount of the District�s water supply will be provided through its Santa Margarita River Water Rights.  
This new local supply is expected to reduce the average annual amount of wholesale water purchased 
from EMWD by ��% or more and change the District�s cost structure.  The District�s cost to treat and 
deliver the local water supply is less than the current cost of purchasing the same amount of water from 
EMWD.  With a local supply available, the District�s ratepayers are not only saving on the cost of water 
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but also limiting the impact of future EMWD rate increases.    
The District�s water distribution system is comprised of ��� miles of pipeline, �,��� valves, an ultraviolet 
disinfection water treatment plant, nine steel reservoirs, a ���-million-gallon treated water reservoir, 
seven pump stations and a groundwater treatment plant.  District staff operate the system, and 
conduct all system maintenance and repairs.  The District has nearly completed an Advanced Metering 
Infrastructure (AMI) system upgrade that will enable real-time meter reading and provide customers with 
real-time water use.  The District has three connections to the imported water system that are connected 
to MWD owned pipelines.  
The District�s �ve-year average annual water sales is �,��� acre-feet.  Residential and commercial 
customers represent ��% of sales, and agricultural customers make up the remaining ��%.  The District�s 
historic sales trend is down due to improved water ef�ciency for both residential and commercial indoor 
and outdoor use, combined with sharp decreases in agricultural water demands.  The decrease in 
agricultural water demands is being driven by the economics of agriculture production and the fact that 
high wholesale water costs make only limited crops pro�table.  The District�s agricultural water sales 
have reduced from �,��� acre-feet in Fiscal Year ���� to �,��� in Fiscal Year ���� or down ��%. 

Wastewater System

The District�s wastewater system is comprised of �� miles of buried sewer 
lines and force mains, a �.� million gallon per day water reclamation plant, 
a �-megawatt solar facility and a ��-mile ocean outfall line.  The District�s 
wastewater system has �,��� customers with an annual in�uent �ow of 
��� million gallons of wastewater.  The District hauls approximately ��� 
dry tons of biosolids each year to various facilities for composting and 
land application.

Recycled Water System

The District�s recycled water system includes ��.� miles of buried pipe.  Currently the District has �� 
recycled water connections, and delivers an average of �.� million gallons per day to them.  The District 
provides recycled water for plant nurseries, sports �elds, home owners� associations, Fallbrook High 
School, and street medians.  In ����, the District completed an updated Recycled System Master Plan 
in which potential system expansions were identi�ed and analyzed for targeted implementation. Over 
��� acre feet per year of potable demand could be served with recycled water if all extensions were 
implemented. Funding for the most feasible expansions is being pursued through State and Federal 
resources.   In addition, the District will coordinate 
outreach to assist irrigators with planning, permitting, 
purchasing new equipment and receiving grant funds.  
Assisting growers through the entire process will help 
bring new recycled customers online.
The District has received grant funding to explore 
development of a joint Indirect Potable Reuse Project 
with Camp Pendleton Marine Corps Base.    
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