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June ��, ���� 
 Board of Directors
Fallbrook Public Utility District
��� East Mission Road
Fallbrook, California �����

Budget Message

Enclosed is the Fiscal Year ����-�� Adopted Operating and Capital Budget 
(Budget) for the Fallbrook Public Utility District (District).  The District is 
focused on executing the Board of Directors� goals and objectives through 
the implementation of the District�s Strategic Plan, a summary of which is 
included at the beginning of the Budget document.  These objectives help 
the District meet its overall objective, which is to bene�t the community of 
Fallbrook by leveraging sound business practices to provide ef�cient and 
reliable services.  The Budget presented here supports these goals and 
objectives.              

Operational Efficiency 

The District is focused on driving operational ef�ciency by leveraging its 
information management systems into the decision-making processes 
and using Key Performance Indicators (KPIs) to evaluate operational 
performance.  KPIs provide metrics (i.e. cost of wastewater treatment per 
million gallons) that can be compared to peer agencies or benchmarks and 
tracked over time to evaluate performance.  These data are then used to 
optimize operations ensuring the highest level of operational ef�ciency is 
attained.       
The District is delivering Santa Margarita River (SMR) water from Camp 
Pendleton (the District�s local water supply) and treated at the new Santa 
Margarita Groundwater Treatment Plant (SMGTP) to rate payers at a 
cost less than the cost of imported treated water purchased from Eastern 
Municipal Water District (EMWD).  Achieving this benchmark requires a 
high degree of operational ef�ciency.  In addition, the District�s wastewater 
treatment cost also continues to be less than the benchmark set and the 
regional average cost.    
Integrating the District�s Information management systems provides an 
opportunity to enhance the District�s business intelligence. Whether it is 
saving money by streamlining business processes, optimizing equipment life-
cycle costs, or providing operating staff key real time data to optimize system 
operations, modern and integrated information systems are necessary 
today.  The District continues to update and optimized its Computerized 
Maintenance Management System (CMMS) and Geographic Information 
System (GIS) and is implementing a new Enterprise Resource Planning 
(ERP) system. Each of these is a signi�cant effort involving a wide range of 
staff across the organization.  These efforts support better decisions, driving 
ef�cient operations and minimize the District�s operating costs.        
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Water and Wastewater Affordability

The District is committed to advocating for ratepayers and securing a 
reliable and affordable water supply.  By detaching from SDCWA�s service 
area and annexing into EMWD�s service area, the District�s monthly �xed 
charges decreased by approximately ��% and the cost of treated water by 
approximately ��%.  These savings reset the District�s cost of water at a lower 
level that continues to bene�t the District�s rate payers.
However, the District still faces wholesale water rate increases by the 
Metropolitan Water District (MWD), which are passed through by EMWD.  
In calendar year ����, MWD increased the treated water rate by �.�%. In 
calendar year ����, MWD is changing its treatment charges to include a 
series of �xed treatment capacity related charges designed reduce treatment 
revenue volatility and ensure full cost recovery.  How this will impact the 
District remains to be seen but MWD is reporting an overall increase of �.�%.  
Compounded over the two years, these increases result in a ��.�% increase in 
the District�s imported water cost.  
Offsetting these imported water cost increases is the District�s low cost SMR 
water supply (Local Supply).  Due to the low and stable cost of the District�s 
local supply, the District can manage the impact of imported water costs and 
keep water rate and charge increases in line with in�ation.  This Budget cycle 
the District expects almost half of its water supply to be from Local Supplies.  
The District�s goal is to provide rate payers with smooth and predictable rates 
and charges and also keep the average residential water bill lower than other 
surrounding utilities.
This year the District entered into an Inter Governmental Services Agreement 
(IGSA) with Camp Pendleton to provide Contract Wastewater Services to 
the base.  Providing these services requires additional staf�ng to operate 
wastewater treatment facilities on the base that is paid for by the federal 
government.  In addition, a portion of the District�s administrative costs 
and Wastewater Services staff costs will be paid by the federal government 
through the IGSA.  By achieving a higher degree of economies of scale, District 
rate payers will see reduced administrative and overhead costs across all of 
the District�s services and lower management and staf�ng cost for wastewater 
services.  The result is a $�.� milliion savings to offset other cost escalation 
resulting in rate relief for ratepayers.

Asset Management

Our critical buried infrastructure, such as water mains, have an average service 
life of �� to ��� years.  In the past, the District�s replacement cycle for buried 
assets was ��� years, which means a signi�cant number of assets in operation 
were well beyond their expected service life.  With this replacement cycle, the 
frequency of asset failures is expected to increase signi�cantly over the near-
term resulting in an increasing number of emergency water disruptions and 
property damage claims.  Over the past several years, the District has seen an 
increase in the frequency of emergency water pipeline repairs. In an attempt 
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to mitigate this trend, The District is updating and enhancing its asset 
management program to better determine both the asset�s condition and 
consequence of failure to support better asset renewal and replacement 
decisions. Based on the current rate of repair and replacement over the last 
three years, the District is meeting a ��� year replacement rate for water 
mains and a �� year replacement rate for valves.  With the overall goal of 
driving the water system�s asset service life down from the original ��� years 
to ��� years, the District will continue to proactively manage the renewal 
and rehabilitation program targeting prioritized assets.            
Continuous Improvement

The District is focused on leveraging its information management systems 
into the decision making processes.  This includes not only providing �eld 
crews and engineering with a mix of information critical to effectively 
planning and making asset repair and replacement decisions but also 
providing operating staff key real time data to optimize system operations.  
Better decisions driving ef�cient operations will help ensure the District�s 
rates and charges are minimized.    

Looking Forward

Inter-Agency regional cooperation and partnerships are being carefully 
evaluated as a way to reinforce the District�s emergency response teams and 
general operations, reduce training costs, and sharing other administrative 
services to lower the District�s cost to ratepayers.  The ability to share staf�ng 
resources across agencies provides access to resources when needed but 
does not require the District to maintain those resources all the time.  This 
provides the ability for all partners to achieve a higher level of ef�ciency than 
if each had to maintain the resources to meet peak/emergency demands.  
The bene�t to ratepayers� is stable rates and charges that are minimized.  

   				    	 				  

Jack Bebee				    David Shank 
General Manager			   Assistant General Manager/CFO
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Budget in Brief
Fiscal Year 2025-26 Accomplishments

�	 The District�s SMGTP was able to process 100% of local water supply available.
�	 The SMGTP was used to optimize water supply reliability and operating costs.
�	 Executed an Inter Governmental Service Agreement (IGSA) with Camp Pendleton (CPEN) for the Contract  
	 Operations of their two wastewater facilities located on the base.
�	 Hired �� employees and began Contract Operations of the CPEN wastewater facilities on April 1.
�	 Completed key pipeline replacement projects to maintain system reliability and improve the methodology for  
	 evaluating and prioritizing projects.  
�	 Continued both SMGTP and Red Mountain UV facility operations and maintenance to deliver all available   
	 water supplies.  
�	 Constructed emergency stand-by power for critical water storage and �ow control facilities by adding solar  
	 and increased battery storage, to maintain communication during long-term power outages caused by PSPS 
	 events determined by SDG&E. 
�	 Began implementation of the selected ERP system beginning with our �nancial system.
�	 Completed CMMS and GIS enhancements to better support the District�s asset management program.  
�	 Supported the Community Bene�t Program�s activities and facilitated the execution of selected projects.
�	 Produced an Annual Comprehensive Financial Report (ACFR) and an annual budget document that met the   
	 Government Financial Of�cers Association�s (GFOA) Excellence in Financial Reporting and Distinguished   
	 Budget Presentation Awards. 
�	 Implemented the District�s new Strategic Plan.

Fiscal Year 2026-27 Goals

The Key Goals for the upcoming year include:

�	 Operate the District�s SMGTP with a goal of receiving 100% of the Santa Margarita River water allocation.
�	 Optimize SMGTP operations to minimize the District�s water costs.
�	 Optimize Contract Operations at CPEN and stabilize system performance through targeted renewal and 
	 replacement projects.
�	 Complete key pipeline replacement projects to maintain system reliability and improve the methodology for   
	 evaluating and prioritizing projects.  
�	 Continue both SMGTP and Red Mountain UV facility operations and maintenance to deliver all available   
	 water supplies.  
�	 Implement the selected ERP system, train staff and go live this �scal year with the �nancial system.
�	 Complete the CMMS and GIS enhancements.   
�	 Support the Community Bene�t Program�s activities and facilitate the execution of selected projects.
�	 Produce an Annual Comprehensive Financial Report (ACFR) and an annual budget document that meet the   
	 Government Financial Of�cers Association�s (GFOA) Excellence in Financial Reporting and Distinguished   
	 Budget Presentation Awards.
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Sources of Funds
The water, recycled water and wastewater systems 
combined operating and non-operating revenues, debt 
proceeds and fund deposits are budgeted to meet the 
budgeted uses of funds and create a balanced budget.  
Water sales are projected to be at the long-term average 
level of �,��� AF.  Based upon the District�s Financial Plan 
Adopted in ����, water, recycled water and wastewater 
rate increases for the Budget are projected at �%, �%, and 
�.�%, respectively, for Calendar Year ����.  The Board 
will take action to adopt Calendar Year ���� rates and 
charges in December of ���� after it has reviewed the 
District�s Fiscal ����-�� �nancial performance.  At that 
time, the Board may choose alternative rate increases.    
Chart � shows a breakdown of the District�s $�� million 
budgeted sources of funds.  Rate and charge revenues 
make up ��% of the District�s total budgeted sources of 
funds.  Contract Wastewater Services and the budgeted 
overhead make up ��% of the District�s total budgeted 
sources of funds. The District plans to fund the Water, 
Wastewater and Recycled Water Capital Improvement 
Program (CIP) with cash on a Pay-As-You-Go (PAYGO) 
basis.  

Chart #1 - Sources of Revenue Fiscal Year 2026-27 Total Revenue $57,454,665

Rate Relief

Many regional water agency 
customers have faced 6% 
annual rate increases, while the 
District rate payers have seen 
an average annual increase 
of 2%. Prudent financial 
management and cost savings 
from detachment have kept 
annual rate increases lower 
than the rate of inflation.
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Use of Funds
Chart � shows the breakdown of the District�s total use of funds.  Labor and bene�ts represent ��% of 
the District�s budgeted uses of funds, and Contract Wastewater Services represent ��%.  Sixty-three 
percent of the District�s uses of funds are for non-labor related expenditures.  Non-labor costs represent 
the District�s single largest use of funds category.  A net fund deposit to reserves is budgeted this year. 
Table � shows regional wholesale water rates against which the District�s average cost of water production 
can be compared.  

Chart #2 - Uses of Funds Fiscal Year 2026-27 Total Uses of Funds $57,454,665

As a result of 
d e t a c h m e n t 
the District’s 
w h o l e s a l e 
water costs are 
41% lower.

Wholesale 
Supplier CY ���� CY ���� CY ���� CY ���� CY ����

EMWD „ $�,��� $�,��� $�,��� $�,��� $�,���
SDCWA † $�,��� $�,��� $�,��� $�,��� $�,���
Savings $��� $��� $�,��� $�,��� $�,���

Table #1 - Regional Treated Wholesale Water Rates ($/AF)

(�) Actual and projected unit cost from EMWD.
(�) Estimated unit cost if FPUD was still attached to SDCWA.



 

*  Labor, Non-Labor and Debt include the  
  Contract Wastewater Services offset.
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Table #2 - Overview of Total Services’ Operating Budget

Table � shows a signi�cant decrease in Water Supply Costs and the Community Bene�t Program 
expenditures while other cost increases are more moderate.  Water Supply Cost is dependent on the 
imported treated water purchases the District budgets to meet customer water demands.  Imported water 
purchases �ll the gap between budgeted customer water demands and the amount untreated Santa 
Margarita River water (Local Supply) available to the District during the budget period.  The amount 
of Local Supply water available to the District is dependent on regional rainfall during the prior water 
year.  During dry periods, less water is available than during wet periods.  Rainfall was above average for 
Fiscal Years ����-�� and Fiscal Year ����-�� creating a large upward swing in the amount of Local 
Supply available to meet budgeted customer water demands.  As a result, the District is budgeting for a 
signi�cant decrease in the amount of imported treated water purchased from EMWD.
Overall, the �.�% increase in the Operating Budget, illustrated in Chart �, is being driven by the addition 
of Contract Wastewater Services.  This increase is particularly because the budget for these services is 
moving from a six-month term to a full-year term.

Chart #3 - Overall Budget Increase

FY ����-�� FY ����-�� FY ����-��

Amended 
Budget 

to Budget 
Change 

(%)Description Actual
Original
Budget

Amended
Budget Projected Budget

Water Supply Costs  $� �,���,���  $� �,���,���  $� �,���,���  $� �,���,���  $� �,���,��� -��.�%
Debt Service  �,���,���  �,���,���  �,���,���  �,���,���  �,���,��� �.�%
Total Labor (�)  �,���,���  �,���,���  �,���,���  �,���,���  �,���,��� �.�%
Total Non-Labor  �,���,���  �,���,���  �,���,���  �,���,���  �,���,��� ��.�%
Community Bene�t Program  ���,���  �,���,���  �,���,���  ���,���  ���,��� -��.�%
Bene�ts Expense  �,���,���  �,���,���  �,���,���  �,���,���  �,���,��� �.�%
Contract Wastewater Srvcs Overhead  -  -  (���,���)  (���,���)  (���,���) ���.�%
Total FPUD Operating  $���,���,���  $���,���,���  $���,���,���  $���,���,���  $���,���,��� -�.�%

Total Contract Wastewater Srvcs (�)  $� -  $� -  $� �,���,���  $� �,���,���  $� �,���,��� ���.�%
Total Budget  $���,���,���  $���,���,���  $���,���,���  $���,���,���  $���,���,��� �.�%

(�)  Total Labor does not include District�s Bene�ts.
(�)  FY ����-�� Amended budget for Contract Wastewater Services was for a �-month period.   Payment for the services are made by the federal 
government.















Service Area / STATISTICS

�	 �� square-mile service area
�	 Population: ��,���
�	 �,��� water customers
�	 �,��� sewer customers
�	 �� recycled water customers
�	 �� employees budgeted
�	 $�� million operating revenues
�	 $��� million in total assets
�	 �,��� acre-feet sold annually
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About the District
History
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.  
After a decade of steeply rising wholesale water rates and continued 
increases on the horizon, the District began the process to detach from 
SDCWA and annex into Eastern Municipal Water District (EMWD).  
SDCWA�s costly supply reliability investments were the driving force 

behind the high cost of water.  However, these investments have not provided any meaningful water 
supply reliability bene�ts to SDCWA rate payers during the past two droughts.      
With rate payers struggling to afford water in the District�s service area and no hope or 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 EMWD�s service 
area.  This change immediately reduced the District�s cost of wholesale water by approximately ��%. 
In addition, since the District did not use any SDCWA infrastructure, the only cost to the District for 
detachment was a negotiated fee.  
Today�s and future rate payers will bene�t from lower water rates and charges as a result of detachment.  
In Calendar Year ����, the District�s cost of treated water is half what it would be if the District remained 
an SDCWA customer.  These savings are expected to increase over time as SDCWA struggles to control 
costs and rebalance its high cost water supply mix.  

Water Reclamation Plant on Alturas Road, before Camp Pendleton. Photo courtesy of Tom 
Rodgers, (1922)






















































































































































































































































































	Table of Contents
	Transmittal Letter
	Budget in Brief

