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VENTURA REGIONAL SANITATION DISTRICT

1001 PARTRIDGE DRIVE, SUITE 150 = VENTURA, CA 93003-0704

December 15, 2009

Chairman and Members of the Board of Directors,
The Ventura Regional Sanitation District:

The Comprehensive Annual Financial Report of the Ventura Regional Sanitation District (District) for the
fiscal year ended June 30, 2009, is hereby submitted. State law requires that every general-purpose local
government publish within six months of the close of each fiscal year a complete set of audited financial
statements.

Management assumes full responsibility for the completeness and fairness of the presentation, including
all disclosures. To the best of our knowledge and belief, the enclosed data is accurate in all material
respects and reported in a manner designed to fairly present the financial position and results of
operations of the District.

Rogers, Anderson, Malody & Scott, LLP has issued an unqualified opinion on the District’s financial
statements for the year ended June 30, 2009. The independent auditor’s report is located at the front of
the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s report
and provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A
complement this letter of transmittal and should be read in conjunction with it.

The District presently has one blended component unit with a June 30 year-end. Accordingly, the Ventura
Regional Public Facilities Corporation (Corporation) is presented as a blended component unit of the
District. The Corporation was formed on October 25. 1989 to facilitate the issuance of Certificates of
Participation (COPs). The District currently has no outstanding COPs. No separate financial statements
are prepared for the Corporation and therefore are not available.

PROFILE OF VENTURA REGIONAL SANITATION DISTRICT

The District is an enterprise public waste management agency organized in July 1970 under the California
County Sanitation District Act (Health & Safety Code Section 4700 et seq.). It covers about 1,600 square
miles and serves approximately 90% of Ventura County.

District Governing Body

The governing board of the District consists of eight members appointed by the eight cities listed below
and one member appointed by nine special districts. The Board regularly meets on the first and third
Thursday of each month. Meetings are publicly noticed and citizens are encouraged to attend and
participate.

District’s Services

The District provides integrated waste treatment and disposal services to:

« Eight cities (Camarillo, Fillmore, Ojai, Oxnard, Port Hueneme, San Buenaventura, Santa Paula, and
Thousand Oaks). each of which appoints an elected representative to the District Board of Directors: and

Ventura County « CITIES: Camarillo ¢ Fillmore » Ojai « Oxnard  Port Hueneme » San Buenaventura = Santa Paula ¢ Thousand Oaks
SPECIAL DISTRICTS: Camarillo Sanitary » Camrosa Water e Channel Islands Beach Community Services » Montalvo Municipal Improvement »

Ojai Valley Sanitary = Saticoy Sanitary  Triunfo Sanitation » Ventura County Waterworks Nos. 1 and 16
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* Nine special districts (Camarillo Sanitary, Camrosa Water, Channel Islands Beach Community Services,
Montalvo Municipal Improvement, Qjai Valley Sanitary, Saticoy Sanitary, Triunfo Sanitation, and
Ventura County Waterworks Nos. 1 & 16), who jointly appoint a single elected representative to the
District Board of Directors; and

» The County of Ventura’s unincorporated areas, except those surrounding the cities of Moorpark and
Simi Valley. The unincorporated arcas are not represented on the District Board of Directors because of
the County’s regulatory role relative to the District’s solid waste activities.

On July 1, 1999, the District voluntarily transferred all of its property tax to the ten cities and County and
began operating on a strictly enterprise basis. This was an unprecedented decision for a public agency in
any of our memories, yet we believe a very important move in the right direction. Foregoing property tax
subsidy causes us to be ever more productive and maximize the use of available revenues. The District
and its employees are proud to be examples of government reinventing itself.

Mission Statement

Our mission is to offer the highest quality service at the lowest possible cost for our customers and
provide solutions by involving our staff, our customers, and our community. A diverse team of dedicated
and highly skilled equipment operators, managers. administrators, supervisors, engineers, mechanics,
environmentalists, electricians, and others contribute to its achievement.

Solid Waste Operations

The District manages six municipal waste landfills, only one of which is active. The Toland Road landfill
is located in a confined, V-shaped canyon four miles east of Santa Paula and four miles west of Fillmore.
The 161-acre site has been operating as a landfill since 1970. The District expanded the facility from 135-
tons per day (tpd) to 1,500-tpd in FY 1997 to provide 30 years of landfill capacity for western Ventura
County after closure of the Bailard landfill that same year.

The Toland Road Landfill received about 366,920 tons of refuse in FY 2009. About 85% of the total
refuse disposed at the Toland Road landfill is received from transfer stations operated by its two largest
customers, the City of Oxnard and Gold Coast Recycling. This stable stream of refuse and revenue is
guaranteed by flow assurance agreements with both customers. The District’s contract landfill tipping fee
of $33.66 per ton continues to rank among the lowest in the state.

Water & Wastewater Operations

The District is responsible for management, operation and maintenance of water and wastewater facilities
and equipment throughout Ventura County. Included are facilities owned by the Triunfo Sanitation,
Saticoy Sanitary and Camarillo Sanitary Districts; Cities of Fillmore, Oxnard, Thousand Oaks and
Ventura; County of Ventura; California State University at Channel Islands; and several small water
agencies. In total, the District operates and maintains three potable water systems and one recycled water
system.

Both the District and participating agencies benefit from economies of scale made possible by the sharing
of District expertise and resources. Work is done under fully reimbursable contracts for which annual
budgets are presented to and approved by both agencies’ governing bodies.

The largest contract agency entircly managed and operated by the District is the Triunfo Sanitation
District (Triunfo), which provides potable and recycled water services and wastewater disposal to
residents in southeastern Ventura County. Triunfo has no staff of its own except the two elected Board
members which are considered employees of the District. Action in FY 2004 extended the contractual
relationship between the Districts to March 2014. Wastewater treatment is provided at the Tapia Water
Reclamation Facility via a Triunfo Joint Venture with the Las Virgenes Municipal Water District. Tapia
serves nearly 12,000 Triunfo residences and businesses. Potable water is provided to about 4,800
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residents in the Oak Park area and recycled water from the Tapia plant is provided to parks, schools and
homeowners associations in the unincorporated areas of Oak Park, Lake Sherwood and North Ranch.

The District entered into a contract with the Malibu Bay Club (MBC) in August 2003 to own and operate
an On-site Wastewater Treatment System (OWTS) to serve this 136-unit condominium complex on the
south coast of Ventura County. MBC’s existing simple septic system is the subject of a Regional Water
Quality Control Board order to improve wastewater treatment. In 2007, in order for the District to receive
reimbursement for the $2.7 million cost of the plant, it explored alternative financing options and entered
into an Installment Purchase Contract with the Municipal Finance Corporation. MBC residents pay for
their share of the cost through the Ventura County property tax roll.

ECONOMIC CONDITION AND OUTLOOK

Ventura County — Located directly northwest of Los Angeles County, Ventura County covers 1,873
square miles and boasts 43 miles of Pacific Ocean coastline, 7.5 miles of shoreline in public beaches and
411 acres in state beach parks. The majority of the County’s 836,080 residents live in its southern half,
while the Los Padres National Forest spans the northern half. An extensive network of roadways links the
County’s 10 incorporated cities, with rail, harbor, and airport facilities providing access to outside
markets. With a projected 2020 population of over one million, Ventura County is expected to experience
a steady increase in population over the next 15 years as people favor its mild Mediterranean climate,
beautiful coastline and scenic agricultural setting.

Agriculture — Ventura County is different from America’s heartland. Farmers here grow over 100
different crops and often harvest two or three crops from the same parcel of land during any given year. It
supports as many as 47,000 jobs in Ventura County, more than any other sector of the economy except
services. In 2008, the estimated gross value for all agriculture in Ventura County was $1.6 billion, a 4
percent increase from 2007. The County is also known for its strawberries and generated revenue in
excess of $393 million in 2008.

Local economy - Major industries with headquarters or divisions located in or near the District’s service
area include: automotive import distribution, biomedical research & development, agribusiness, insurance
and banking services. Major employers in the area include federal and local government agencies, health
care providers, public schools, and the state university in Camarillo. The 101 Freeway corridor, also
known as the Ventura Freeway, attracts many high-technology industries. The Port of Hueneme, fourth
largest in the state and the only deep-water port between Los Angeles and San Francisco, serves as a
powerful conduit to overseas markets. The United States Navy has been an important presence at the
Naval Air Weapons Test Center, Point Mugu and Naval Construction Battalion Center, Port Hueneme for
more than half a century, and was joined by the California Air National Guard in 1990.

In 2007, Ventura County’s economy grew only 1.6 percent and expected to be weak. The economic
growth rate will be about 1 percent per year during 2008 and 2009. The reasons for the currently
projected weakness are due by the challenges facing the County’s two largest private-sector employers,
Amgen and Countrywide Financial. Amgen announced layoffs of about 600 people in 2007. Bank of
America purchased Countrywide Financial and moved some of the lender’s operation to Bank of
America’s North Carolina corporate home.

In addition, Ventura County taxable and retail sales will remain weak until 2011. In the near term,
building materials, automobiles, and home furnishing will be weak. In 2009 and 2010, apparel, general
merchandise, and specialty sales will be weak as former Countrywide Financial employees lose their jobs.

Income and Unemployment ~ Ventura’s economy continues to be dominated by retail trade, services,
and government sectors. According to the State of California Employment Development Department,
total employment in Ventura County is expected to grow on average, at 1.2 percent annually between
2004 and 2014. Sectors that are expected to add a significant number of jobs from 2008 to 2010 include

FY2009 Comprehensive Annual Financial Report Introductory Section 3



trade and leisure/hospitality. Sectors that may experience slow growth from 2008 to 2010 include
manufacturing and finance/insurance/real estate. The County unemployment rate in 2008 was 7.1
percent, an increase of 2 percent from July 2007. Job growth will slow from the usual rate of two percent
per year to zero percent per year during 2008 and 2009. Construction, trade, transportation and utilities
are among the industries impacted by the ongoing housing and credit slumps making the construction
industry accounting for the highest unemployment rate compared from a year ago. The County’s
construction sector lost about 10% of jobs in 2008. Non-durable manufacturing lost over 8% of jobs and
finance, insurance, and real estate sector lost about 4 percent in jobs. The Agriculture, Transportation,
Warehousing, and Utilities sectors are the only ones who showed modest job increases in 2008.

Real Estate — Ventura County’s real estate sales have declined significantly, foreclosure rose, and
construction came to a stand still in 2008. The primary impact of this slowdown, besides the income
impact on industry participants, has been to negatively impact retail sales. Every home transaction, new
or used, tends to generate retail sales. The growth rate of Ventura County housing prices has slowed
considerably, to approximately zero. The demand for new homes has dropped considerably and although
housing prices has slowed, it is still prohibitively costly for most of the lower-to-middle-income families.

Since the District is in the business of waste disposal. what is good for the economy is good for the
District. Waste volumes and the relative rise and fall of the economy are inextricably entwined as both
individuals and businesses choose to spend or hold larger or smaller portions of their disposable income.

LONG-TERM FINANCIAL PLANNING

The District’s emphasis is to continue offering the highest level of service and lowest possible cost to our
customers and member agencies. The many challenges facing the District are, for the most part, multi-
year issues that involve multi-year solutions. The expansion of traditional operations and maintenance
services for waste and potable water facilities remains a short, intermediate, and long-term goal of the
District.

Staff is also exploring opportunities to assist client agencies with upgrading wastewater treatment
processes, biosolids processing and disposal projects. asset management, environmental management and
water reclamation. These activities may provide opportunities for new District facilities as well as water
and wastewater engineering, technology cvaluation and inspection services.

Solid Waste Operations

Toland Road Landfill - This is the only opened solid waste facility operated by the District. Multi-year
phased development of the Toland Road landfill provides for incremental construction of new areas just
prior to completely filling the operating area. With the design of the entire landfill footprint complete,
these small phases of construction can be accomplished with little disruption to landfill operations,
minimal dust and noise impacts on neighbors, and easily manageable demands for cash flow to pay for
improvements. The District’s waste disposal tipping fee remains very competitive compared to similar
agencies. The tipping fees include solid waste facilities operations and maintenance costs; state and local
regulatory agency fees, capital upgrade, and relevant future closure and postclosure costs. A table
reflecting the District’s 10-year service charge rate history is located on page 60 of the Statistical Section.

Water & Wastewater Operations

The Water & Wastewater Division will continue to focus on maintaining and expanding its customer base
in an increasingly competitive environment. The District supports this continued emphasis on Water &
Wastewater customer growth by including a section in the FY2009 budget document to address
Unanticipated Reimbursable Work. This budget serves as an authorized holding place for resources that
can be quickly allocated to work that develops after budget adoption, thereby giving Water & Wastewater
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