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CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Ventura Regional Sanitation District
Ventura, California

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying basic financial statements of the Ventura Regional
Sanitation District (District) as of and for the year ended June 30, 2009, as listed in the table of
contents. These financial statements are the responsibility of the District's management. Our
responsibility is to express an opinion on these financial statements based on our audit. The
prior year's summarized comparative financial information has been derived from the Agency's
2008 financial statements which were audited by us, and in our report dated December 9, 2008
we expressed an unqualified opinion on the 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, and the State
Controller's Minimum Audit Requirements for California Special Districts. 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 Ventura Regional Sanitation District as of June 30, 2009, and the
changes in its financial position and cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America, as well as accounting
systems prescribed by the State Controller's office and state regulations governing special
districts.

The 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 required supplementary information. However, we did not audit the
information and express no opinion on it.
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In accordance with Government Auditing Standards, we have also issued a report dated
December 17, 2009, on our consideration of the District's internal control over financial reporting
and our tests of its compliance with certain provisions 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.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
comprise the District's basic financial statements. The introductory section, supplementary
combining financial statements, and statistical section are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The supplementary
combining financial statements have been subjected to the auditing procedures applied in the
audit of the District's basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the District’'s basic financial statements taken as a whole. The
introductory and statistical sections 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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MANAGEMENT’S DISCUSSION AND ANALYSIS
(UNAUDITED)

The following discussion and analysis of the Ventura Regional Sanitation District’s (District) financial
performance provides an overview and analysis of the financial activities of the District for the fiscal year
ended June 30, 2009. This section should be read in conjunction with the transmittal letter at the front of
this report and the District’s basic financial statements following this section.

Financial Highlights

e The assets of the District exceeded its liabilities at the close of the fiscal year by $49.5 million (net
assets). Of this amount, $6.7 million (unrestricted net assets) may be used to meet the District’s
ongoing obligations to its constituency and creditors.

o The District’s total net assets decreased by $577,000, or 1.2%, to $49.5 million.

¢ During fiscal year 2009, the District’s total revenues decreased by 2.8% to $17.8 million and total
expenses increased by 8.5% to $18.4 million.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements are comprised of two components: 1) enterprise fund
financial statements; and 2) notes to the financial statements. Required supplementary information,
supplementary information, and statistical information are also included in the CAFR.

Basic Financial Statements The financial statements are designed to provide readers with a broad
overview of the District’s finances, in a manner similar to a private-sector business. The basic financial
statements can be found on pages 17-21 of this report.

The Statement of Net Assets presents information on all of the District’s assets and liabilities, with the
differences between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the District is improving or deteriorating.

The Statement of Revenues, Expenses and Changes in Net Assets presents information showing how the
District’s net assets changed during the most recent fiscal year. All changes in net assets are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (e.g., uncollected assessments and earned but unused vacation leave).

The Statement of Cash Flows presents information about the District’s cash receipts and cash payments
during the reporting period. It shows the amount of cash received from services provided to customers,
investment income including interest earnings as well as cash paid out for operating activities, debt
financing, principal and interest payments on borrowed monies, and construction projects.

Notes to the Financial Statements provide additional information that is essential to a full understanding of
the data provided in the basic financial statements and are an integral part of the financial statements. The
notes to the financial statements can be found on pages 22-46 of the report.

Supplementary Information includes the combining schedule statements for the different types of District
operations.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

Financial Analysis of the District

The Summary of Net Assets and the Summary of Activities and Changes in Net Assets, report information
about the District’s current year activities, may serve overtime as a useful indicator of the District’s
financial position. These two statements report the net assets of the District and changes in them. You can
think of the District’s net assets as the difference between assets (what is owned) and liabilities (what is
owed) and one way to measure its financial health or position.

As can be seen from the table below, net assets decreased $577,000 to $49.5 million in FY 2009, down
from $50.1 million in FY 2008.

Summary of Net Assets

A Summary of Net Assets is presented in the following table for your analysis.

Summary of Net Asscts

(In thousands of dollars) FY 2009 FY 2008 $ Change % Changc_
Assets:
Current assets $ 3342 $ 6,482 $ (3.140) -484%
Restricted assets 2,687 3,155 (468) -14.8%
Non-current assets 40,085 39,651 434 1.1%
Capital assets, net 58,220 47,501 10,719 226%
Total assets $ 104,334 $ 96,789 $ 7,545 7.8%
Liabilities:
Liabilities payable from unrestricted assets $ 4,572 § 499 $ (397 -8.0%
Liabilities payable from restricted assets 4,361 3,913 448 11.4%
Non-current liabilities 45911 37,840 8,071 21.3%
Total liabilities 54,844 46,722 8,122 17.4%
Net assets:
Investment in capital assets, net of related debt 34,123 31,615 2,508 7.9%
Restricted 8,643 7,280 1,363 18.7%
Unrestricted 6,724 11,172 (4,448) -39.8%
Total net assets 49,490 50,067 (577 -1.2%
Total liabilities and net assels $ 104,334 § 96,789 $ 7,545 7.8%

Net assets include three components: Invested in capital assets, net of related debt, restricted net assets,
and unrestricted net assets.

By far the largest component of the District’s net assets, $34.1 million, reflects capital assets net of
accumulated depreciation less any outstanding debt used to acquire them. The District uses these capital
assets to provide services (o its constituency; consequently, they are not available for future spending.
Although the District’s investment in its capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

Another component of the District’s net asset, restricted net assets of $8.6 million represents resources
that are subject to external restrictions of how they may be used. Loan agreements relating to long-term
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

debt restrict certain amounts for debt service, as well as restricted funding received in advanced of
expenses. These restricted net assets are not available for other uses by the District.

The third and last component of the District’s net assets is the unrestricted net assets of $6.7 million that
may be used to meet the District’s ongoing obligations to creditors and constituencies.

Changes in Net Assets of the District

The Summary of Activities and Changes in Net Assets is presented in the following table for your
analysis. While the Summary of Net Assets shows the change in financial position of the net assets, the
Summary of Activities provides answers as to the nature and source of these changes.

The following table shows the revenue, expenses, and changes in net assets for District type activities.

Summary of Activities and Changes in Net Assets

(In thousands of dollars) FY 2009 FY 2008 $ Change % _Change
Revenues:
Operating revenues $ 15373 $ 15.278 $ 95 0.6%
Non-operating revenues 2409 3.014 (605) -20.1%
Total revenues 17,782 18.292 (510) -2.8%
Expenses:
Operating expenses 15,348 14,247 1,101 7.7%
Depreciation and amortization 2,287 2,092 195 9.3%
Non-operating expenses 758 618 140 22.7%
Total expenses 18.393 16,957 1436 8.5%
Net income(loss) before contributions 611) 1,335 (1,946) -145.8%
Capital contributions 34 - 34 100.0%
Change in net assets 577 1,335 (1912) -1432%
Net assets, beginning of year 50,067 48,732 1,335 2.7%
Net assets, end of year $ 49490 S 50,067 $ (577) -1.2%

Total revenues decreased by $510,000 or 2.8% compared to FY 2008. This is due mainly to a decrease in
investment earnings. Investment earnings decreased by $543,000 resulting from a combination of lower
average cash balances and decreased rates of return.

Total expenses increased by $1.4 million, 8.5% from FY 2008. This is due to salaries and benefits
increase ($766,200), increase in the District’s general liability and property insurance premiums
specifically for the new Biosolids facility ($389,000), and the amount needed for the provision for landfill
closure/postclosure ($222,600).

Capital Assets

The District’s investment in capital assets as of June 30, 2009, (at cost) amounted to $74.7 million or
$58.2 million (net of accumulated depreciation). District’s capital assets include land and land
improvements, structures and improvements, construction in progress, equipment, vehicles, and
infrastructures.
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