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The Honorable Board of Directors of the
Water Replenishment District of Southern California (WRD)

State law requires that every general-purpose government agency publish within six months of the
close of each fiscal year a complete set of audited financial statements. This report satisfies that
requirement for the fiscal year ended June 30, 2023.

Management assumes sole responsibility for the completeness, reliability and integrity of the
information contained in this report, based upon a comprehensive framework of internal controls
established for this purpose. The primary objective is to provide governance and stakeholders a
reasonable, rather than absolute, assurance the financial statements are not subject to or affected
by any material misstatements.

Vasquez & Company LLP, Certified Public Accountants, have issued an unmodified (“clean”)
opinion on the Water Replenishment District of Southern California (WRD)’s financial
statements for the fiscal year ended June 30, 2023. The Independent Auditor’s report
precedes the Management Discussion and Analysis (MD&A) section of this report. MD&A
provides a narrative introduction, overview, and analysis of the basic financial statements.
MD&A complements and should be read in conjunction with this letter of transmittal.

The WRD has one blended component unit (see Notes to the Basic Financial Statements, Note 1)
with a fiscal year ended on June 30. Accordingly, the Southern California Water Replenishment
Financing Corporation is presented as a blended component unit of the WRD.

Profile of the WRD

The WRD is a special water District that was established in 1959 by popular vote to counteract the
effects of over pumping of groundwater from two major groundwater basins in Los Angeles
County. It is the only replenishment district in California operating under the provisions of the
California Water Code, Section 60000 et seq., which specifically governs water replenishment
districts. The WRD was formed in response to a history of over pumping of the Basins which
caused wells to go dry and seawater to intrude into the potable water aquifers.



WRD manages the Central and West Coast groundwater basin (collectively, the “Basins™) which
provide groundwater for approximately four million residents in 43 cities of southern Los Angeles
County (County). The WRD protects the Basins by replenishing the groundwater, deterring sea
water intrusion and removing contaminants from the groundwater. The WRD serves as the
groundwater manager for the Basins, in accordance with the adjudications of the Basins and is
bound by the Baldwin, Whittier, and Merced Hills to the north, the Orange County line to the east,
and the Pacific Ocean to the south and west. The service territory lies entirely within the County
and serves 43 cities, including Los Angeles, Long Beach, Downey, and Torrance. The
approximately 420 square mile service area uses about 220,000 acre-feet of groundwater per year.

WRD’s mission is “to provide, protect and preserve safe and sustainable high-quality
groundwater”. Although WRD does not directly serve customers, it ensures the health of the
groundwater basins, to meet the demands of maintenance and preservation of the Basins and the
availability of water for pumpers to pump. According to WRD estimates, local groundwater
supplies on average 41 percent of the water consumed by the area served by WRD. The remaining
amount comes from water imported from the Colorado River and Northern California.

WRD was originally established to oversee the replenishment of groundwater levels in the Central
and West Coast groundwater basins of the County. The need for an entity to perform this function
had become clear by the 1950s. The increasing population of the Los Angeles area during the early
part of this century had overwhelmed the area’s limited sources of surface water, so communities,
private water companies, and businesses began pumping water out of the groundwater basins.
Since the natural inflow to the groundwater basins relies primarily on rainfal} that averages only
14 inches per year, it was not long before the pumping outstripped the basins® ability to recharge
themselves through natural means. As the groundwater levels continued to go down, some wells
went dry and saltwater intruded into the basins’ coastal areas, causing wells to be abandoned.

The West Basin Water Association was formed in 1947, and the Central Basin Water Association
was formed in 1952. These associations developed a plan to provide supplemental water to their
members, limit groundwaler extraction from the basins, and create a means to provide groundwater
pumping rights to users who lacked access to other supplemental water supplies. At about the same
time, the entities went to court seeking specific assignments for groundwater rights. In 1956 and
1961, the court awarded varying amounts of groundwater rights to several of the entities. During
fiscal year 1997/98, 150 parties to these judgments held a total of 217,367 acre-feet of water rights
in the Central Basin, and 68 parties held a total of 64,468 acre-feet of water rights in the West
Coast Basin. Since water rights are property rights, they can be bought and sold.

By law, WRD has broad authority to carry out its responsibilities, which include the purchase of
water to replenish the basins, administering clean water programs and investing in projects
intended to improve the reliable supply of clean water at a reasonable cost. In addition, WRD
operates several clean water programs under the authority of 1991 legislation that broadened its
mission to include the detection, prevention, and removal of contaminants in the groundwater. In
response to this legislation, WRD has established programs to monitor water quality, remove
containments, and mitigate saltwater intrusion.
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Local Economy

While Los Angeles County employment has not fully recovered from the COVID-19 pandemic,
remaining shortfalls are concentrated in tourism-related industries. Currentand future federal, state
and local investments present opportunities for growth and resilience moving forward.

Los Angeles has weathered the many impacts of the COVID-19 pandemic; however, there remains

an employment gap of 25,000 jobs in December 2022 compared to December 2019. This deficit
in pre-pandemic employment is concentrated in only a few sectors, such as Leisure and
Hospitality, Manufacturing, and Wholesale Trade. At the same time, other sectors have
experienced robust growth coming out of the pandemic, including Educational and Health Services

and Professional and Business Services. While the recovery in total employment is promising,
these shifting trends in sectorial employment, should they continue, have the power to shape the
future of the Los Angeles economy.

One of the lingering effects of the pandemic (which directly impacts employment in the Leisure
and Hospitality industry) is the lack of tourism. LAX’s December air traffic data show that
domestic and intemational arrivals remain around 75 percent of pre-pandemic levels. The volume
of international visitors has been greatly depressed by the lack of tourism from China, although
this could change in 2023 as the country reopens from COVID-19-related restrictions.

While the reduction in visitors affects the local economy, so does the exodus of its residents. The
California Department of Finance estimates that over 300,000 Angelenos have left the county since
2019, with the City of Los Angeles shouldering more than half of that decrease. One commonly
cited reason for leaving is the unatfordability of the housing market in the region.

At the same time, Los Angeles County should benefit from significant funding through announced
public investment and private procurement. Notably, the State’s Community Economic Resilience
Fund and the Economic Development Agency’s Build Back Better are intended to bring equitable,
accessible, and sustainable jobs to the region.

The Los Angeles County economy is expected to flatline in 2022 and 2023 as the economy cools.
Gross county product is expected to have grown by just 0.1 percent in 2022 and is projected to
drop by -0.2 percent in 2023. Although growth is expected to essentially flatline over these two
years, there are expectations that growth in the county will resume in 2024, with the GCP

expanding by 1.3 percent once inflation has moderated and the Fed has stopped its tightening of
monetary policy.

The unemployment rate in Los Angeles County has nearly returned to its pre-pandemic rate.
Unlike the United States and California, the annual unemployment rate for the region remains
slightly above the pre-pandemic level, at 4.4 percent in December 2022 compared to 4.3 percent
in February 2020. The bulk of the year-over-year change, a drop of 4.0 percent from 2021 to
2022, occurred from October 2021 to February 2022; since March, the unemployment rate
has continued to fall, but not at the same pace as before, indicating that the county is reaching its
‘new normal’ in the aftermath of the COVID-19 pandemic.
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Los Angeles County continues to steer the California economy due to the size of its population
and reputation as a center of commerce. Employment changes in Los Angeles County are very
similar to those experienced by California, as the county represents roughly a quarter of all jobs in
the State. As of December 2022, total payroll employment in Los Angeles County reached

4,629,500 jobs; this remains slightly below the pre-pandemic peak in December 2019 of 4,654,500
jobs by 25,000 jobs.

Los Angeles, both the county and the city, have seen an acceleration in the decline of their
population since the onset of the COVID-19 pandemic. Los Angeles County’s rapid rate of
population decline is the headline among demographic changes, as the county has seen a decrease
in its population each year since 2018. The rate of population decline has also been increasing,
from 0.1 percent leaving in 2018 to 1.1 percent in 2022, resulting in the population falling below
10 million for the first time since 2012. While the City of Los Angeles saw a sharp drop in
population in 2021, population levels in 2022 have resumed the previous, more gradual decline.

While constrained financially, both Los Angeles County and the City of Los Angeles are
undertaking their own efforts to attract and facilitate regional investments in infrastructure over
the next few years. These efforts share the goal of helping transform the economy positively and
equitably. For example, by adopting a motion on July 13, 2021, the Los Angeles County Board of
Supervisors acted preemptively to maximize the allocation and use of American Rescue Plan
funds. The Board recognized that an estimated $1.9 billion in funding from the American Rescue
Plan was available to the county and another $2.6 billion across its 88 cities. The Board decided
to strategically use these funds to maximize the benefits for communities suffering
disproportionate health and economic impacts from the COVID-19 pandemic, and so established
specific equity principles and guidelines for their use.

Overall, the forecasted economic indicators for Los Angeles County point to a small economic
contraction, despite the principal economic concerns brought on by the COVID-19 pandemic
mainly being resolved. The growth in real GCP slowed after its big recovery in 2021, with the
torecast for the coming year expecting a slight decrease. Meanwhile, real personal income lost
most of the increase it experienced in 2021, with 2023 expected to be a year with limited growth
before a modest increase in 2024. Nonfarm employment growth did not fully rebound from the
effects of the pandemic, nor is it forecasted to do so in the coming years. Meanwhile, the
unemployment rate dropped close to the pre-pandemic level, though a slight labor market
contraction is expected to increase in the coming years. Finally, though the consumer price index
(CPI) rose at a rate not seen in decades in 2022, it is expected to gradually decline in 2023 and
2024 as inflation returns to around pre-pandemic rates.

Relevant Financial Policies

Internal Control Structure

WRD management is responsible for the establishment and maintenance of the internal control
structure that ensures that the assets of the WRD are protected from loss, theft, or misuse. The
internal control structure also ensures that adequate accounting data are compiled to allow for the
preparation of financial statements in conformity with generally accepted accounting principles.
WRD’s internal control structure is designed to provide reasonable assurance that these objectives
are met. The concept of reasonable assurance recognizes that (1) the cost of a control should not
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exceed the benefits likely to be derived, and (2) the valuation of costs and benefits requires
estimates and judgments by management.

Investment Policy

The Board of Directors annually adopts an investment policy that conforms to California State
law, WRD ordinance and resolutions, prudent money management, and the “prudent person”
standards. The Investment Policy’s objectives are safety, liquidity, and yield. WRD funds are
normally invested in the State Treasurer’s Local Agency Investment Fund, Certificates of Deposit,
Government Agency Obligations or other specifically authorized investments.

Replenishment Assessment

Following several public budget workshops, WRD Board of Directors voted to increase the Fiscal
Year 2023 Replenishiment Assessment to $411.00 per acre-foot. Despite rising operating costs,
WRD managed to stay the course through general belt-tightening and a conscious decision to
reduce purchases for increasingly expensive imported water in favor of more cost-effective local
supply.

Fitch Ratings and Standard & Poor’s affirms WRD'’s AA+ Debt Rating

Reflecting confidence in WRD’s financial stability and management, both major rating agencies
assigned AA+ long-term rating to the 2018 Replenishment Assessment Revenue Bonds, which is
at or near the top rating for water agencies in the state.

WRD Achievements

This was another exceptional and productive year for the Water Replenishment WRD of Southern
California. Each Department has worked diligently in their specific area of expertise and as a whole
to maintain optimal groundwater quality and levels for our stakeholders.

Completed the installation of an additional extraction well, remedial design, and started the
procurement process for treatment system installation to clean up perchlorate impacted
groundwater in the Los Angeles Forebay. Eighty percent (80%) of the project costs are funded
through a grant received through Proposition 1 for a total of $10 million

Produced over 10,000 AFY of advanced treated recycled water to the Montebello Forebay from
the Albert Robles Center for Water Recycling and Environmental Learning. Atthe T Leo J. Vander
Lans Advanced Water Treatment Facility to PERC Water Corporation engaged the PERC
corporation to manage operations. Performed O&M and Capital projects to reliably deliver S
million gallons of water per day to the Alamitos Barrier Project. Continued to work to improve the

quality of groundwater to local communities through Safe Drinking Water Disadvantaged
Community Program projects.

Renegotiated and executed a new water purchase agreement with Long Beach Water Department
for the recycled water supply to Leo J. Vander Lans Facility. Executed a Memorandum of
Understanding with the Los Angeles County Department of Public Works to initiate the
development of a Joint Power Authority (JPA) for cooperative operations of replenishment and
resiliency facilities. Applied for and received a Title X VI authorization and $4.9M for the Regional
Brackish Water Reclamation Program. Developed and implemented a PFAS Remediation



Program to provide over $34 million of funding for the pumping community for remediation of
PFAS.

Developed procedures to ensure compliance with local and state public health ofticials and
implementation of COVID-19 Workforce Transition Plan. Maintained seamless operations
throughout the COVID-19 pandemic. Implemented new performance management evaluation
form and process for staff. Coordinated with the Los Angeles County Registrar’s office for two
Board election seats in 2022 General Election.

Implemented a Computerized Maintenance Management System (CMMS) at Leo J. Vander Lans
and the Albert Robles Center. Added enhancements on network security and our Virtual Private
Network (VPN) enabling our workforce to securely work from home while accessing internal
resources. Launched a Pumper Portal to collect groundwater production data from pumpers and
WRD Hydrographs to the public to make access to water level data and graphs readily available.

Received Distinguished Budget Presentation Award from the Government Finance Officers
Association for the Fiscal Year 2023 budget. Implemented a new centralized budget system.

Developed a comprehensive virtual field trip program for Kindergarten through 12th-grade
students at the Albert Robles Center for Water Recycling and Environmental Learning. Executed
a successful COVID-19 outreach program informing the public that the virus has no effects on
their water which had over 2.5 million views. Developed four newsletters mailed to half a million

residents throughout the service area. Created new Eco-Gardener Classes and hosted 30 in-person
and virtual classes.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to WRD for its Annual
Comprehensive Financial Report for the fiscal year ended June 30, 2022. This was the eighteenth
consecutive year that WRD has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, a government unit must publish an easily readable and efficiently
organized Annual Cemprehensive Financial Report. This report must satisfy both generally
accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
Annual Comprehensive Financial Report continues to meet the Certificate of Achievement

Program’s requirements and we are submitting it to the GFOA to determine its eligibility for
another certificate.
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Preparation of this report was accomplished by the combined efforts of WRD staff. We appreciate
the dedicated efforts and professionalism that our staff members bring to WRD. We would also
like to thank the members of the Board of Directors for their continued support in the planning and
implementation of the Water Replenishment District of Southern California’s fiscal policies.

Respectfully submitted,

Qe

Gregory J. Black
Chief Financial Officer
Water Replenishment District of Southern California
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Independent Auditor’s Report

The Honorable Members of the Board
Water Replenishment District of Southern California

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Water Replenishment District of Southern
California (the District), which comprise the statements of net position as of June 30, 2023 and
2022, the related statements of revenues, expenses and changes in net position, and cash flows for
the years then ended, and the related notes to the financial statements, (collectively, the District’s
basic financial statements).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the District as of June 30, 2023 and 2022, and the changes in its financial
position, and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matters

As discussed in Note 2, the District implemented the provisions of Governmental Accounting
Standards Board Statement No. 96, Subscription-Based Information Technology Arrangements,
during the fiscal year ended June 30, 2023. Our opinion is not modified with respect to this matter.

As discussed in Note 14, the fiscal year 2022 financial statements have been restated for the impact
of the correction in the plan provisions of OPEB plan for the June 30, 2021 measurement date.
Our opinion is not modified with respect to this matter.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) 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.

RSM US Alliance
B ) —
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Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent
of the District and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Management’s Responsibilities for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and
for the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the District’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
GAAS and Government Auditing Standards will always detect a material misstatement when it
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if
there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such

procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.



e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, no such opinion
is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the District’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 5 through 11, and the required supplementary
information on pages 81 through 86, be presented to supplement the basic financial statements.
Such information is the responsibility of management and, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers
it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with GAAS, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Management is responsible for the other information included in the annual report. The other
information comprises the introductory and statistical sections but does not include the basic
financial statements and our auditor’s report thereon. Our opinion on the basic financial statements
does not cover the other information, and we do not express an opinion or any form of assurance
thereon.



In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information
and the basic financial statements, or the other information otherwise appears to be materially
misstated. If, based on the work performed, we conclude that an uncorrected material misstatement
of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 11, 2023, on our consideration of the District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely 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 effectiveness of the District’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the District’s internal control over financial
reporting and compliance.

7.;.? % LLr

Glendale, California
December 11, 2023
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Water Replenishment District of Southern California
Management’s Discussion and Analysis (Unaudited)
June 30, 2023 and 2022

The following Management's Discussion and Analysis (MD&A) of activities and financial performance of
the Water Replenishment District of Southern California (District) provides an introduction to the financial
statements of the District for the fiscal years ended June 30, 2023 and 2022. We encourage readers to consider
the information presented here in conjunction with the transmittal letter in the Introductory Section and with
the basic financial statements and related notes, which follow this section.

Financial Highlights

e The District's net position increased by 4.6% or $8,107,623 from $176,016,909 in fiscal year 2022 to
$184,124,532 in fiscal year 2023. Net position increased by 9.7% or $15,512,572 from $160,504,337
in fiscal year 2021 to $176,016,909 in fiscal year 2022. This increase consist of $14,547,775 in change
in net position and prior period adjustment of $964,797.

e The District's total operating revenues decreased by 2.0% or $1,847,266 from $90,991,045 in fiscal
year 2022 to $89,143,779 in fiscal year 2023.

e The District's total expenses increased by 11.7% or $9,891,760 from fiscal year 2022 to 2023. This
was primarily due to the following:

e Operating expenses including cost of water injection, water in-lieu, connection fees, and
depreciation expense increased by $7.1 million; but was offset by non-operating expenses
including $829 thousand decrease in interest expense and fiscal charges, $3.4 million increase in
election costs, and $145 thousand increase in other expenses.

e From fiscal year 2021 to 2022, the District's total expenses increased by 2.9% or $2,357,604 primarily
due to the following:

e Operating expenses including cost of water injection, water in-lieu, connection fees, and
depreciation expense increased by $4.9 million; but was offset by non-operating expenses
including $1.9 million decrease in interest expense and fiscal charges, $2.6 million decrease in
election costs, and $1.9 million increase in other expenses



Water Replenishment District of Southern California
Management’s Discussion and Analysis (Unaudited)
June 30, 2023 and 2022

Required Financial Statements

This annual report includes the basic financial statements. The Statement of Net Position, Statement of
Revenues, Expenses and Changes in Net Position, and Statement of Cash Flows provide information about
the activities and performance of the District.

The Statement of Net Position includes all assets and deferred outflows of resources and liabilities and
deferred inflows of resources. It also provides the basis for computing a rate of return, evaluating the capital
structure of the District and assessing the liquidity and financial flexibility of the District. All of the current
year's revenues and expenses are accounted for in the Statement of Revenues, Expenses and Changes in Net
Position. This statement measures the success of the District's operations over the past year and can be used
to determine if the District has successfully recovered all of its costs through its rates and other charges. This
statement can also be used to evaluate fiscal stability and creditworthiness.

The final required financial statement is the Statement of Cash Flows, which provides information about the
District's cash receipts and cash payments during the reporting period. The Statement of Cash Flows reports
cash receipts, cash payments and net changes in cash resulting from operations, investing, noncapital
financing, and capital and related financing activities.

The notes provide additional information that is essential to a full understanding of the data provided in the
basic financial statements.

Financial Analysis of the District

One of the most important questions asked about the District's finances is, "Is the District better off or worse
off as a result of this year's activities?" The Statement of Net Position and the Statement of Revenues,
Expenses and Changes in Net Position report information about the District in a way that helps answer this
question. These statements include all assets and deferred outflows of resources and liabilities and deferred
inflows of resources using the accrual basis of accounting, which is similar to the accounting used by most
private sector companies. All of the current year's revenues and expenses are taken into account regardless
of when the cash is received or paid.

These two statements report the District's net position and changes in them. One can think of the District's
net position - the difference between assets and deferred outflows of resources and liabilities and deferred
inflows of resources - as a way to measure the District's financial health or financial position. Over time,
increases or decreases in the District's net position are one indicator of whether its financial health is
improving or deteriorating. However, one will need to consider other non-financial factors such as changes
in economic conditions, population growth, and new or changed government legislation, such as changes in
Federal and State water quality standards.



Water Replenishment District of Southern California
Management’s Discussion and Analysis (Unaudited)
June 30, 2023 and 2022

Statements of Net Position

Current assets
Restricted assets
Other noncurrent assets
Capital assets, net
Total assets

Deferred outflows of resources

Current Labilities
Noncurrent liabilities
Total liabilities

Deferred inflows of resources

Net position
Net investment in capital assets
Unrestricted

Total net position

$

Condensed Statements of Net Position

June 30, Change June 30, Change
2022

2023 (As Restated) Amount % 2021 Amount %
120,223,667 $ 116,280,050 $ 3,943,617 34§ 109,375,918 $ 6,904,132 6.3
32,890,552 42,274,401 (9,383,849) -22.2 53,214,216 (10,939,815) -20.6
10,933,497 2,581,395 8,352,102 323.5 1,291,836 1,289,559 99.8
343,079,269 339,449,579 3,629,690 1.1 335,583,744 3,865,835 1.2
507,126,985 500,585,425 6,541,560 1.3 499,465,714 1,119,711 0.2
8,328,593 6,376,182 1,952,411 30.6 5,766,180 610,002 10.6
33,636,332 28,205,500 5,430,832 19.3 26,354,676 1,850,824 7.0
295,552,864 297,225,823 (1,672,959) -0.6 318,186,115 (20,960,292) -6.6
329,189,196 325,431,323 3,757,873 1.2 344,540,791 (19,109,468) -5.5
2,141,850 5,513,375 (3,371,525) -61.2 186,766 5,326,609 2852.0
78,214,493 76,142,705 2,071,788 2.7 80,503,245 (4,360,540) -5.4
105,910,039 99,874,204 6,035,835 6.0 80,001,092 19,873,112 24.8
184,124,532 § 176,016,909 $ 8,107,623 4.6 $ 160,504,337 § 15,512,572 9.7

*Statement of Net Position for year ended 2021 was not restated.

As noted earlier, over time, changes in net position may serve as a useful indicator of a government's financial
condition. In the case of the District, assets and deferred outflows of resources of the District exceeded
liabilities and deferred inflows of resources by $184.1 million and $176.0 million as of June 30, 2023 and

2022, respectively.

Total assets increased $6.5 million or 1.3% in the current year primarily due to increase in regulatory assets

and increase in capital expenses for various projects during the year.

Total liabilities increased by $3.8 million or 1.2% due to increase in accounts payable as of June 30, 2023.

At the end of fiscal years 2023 and 2022, the District shows a positive balance in unrestricted net position of
$105.9 million and $99.9 million, respectively.



Water Replenishment District of Southern California
Management’s Discussion and Analysis (Unaudited)
June 30, 2023 and 2022

Statements of Revenues, Expenses and Changes in Net Position

Condensed Statements of Revenues, Expenses and Changes in Net Position

Years Ended June 30, Change Year ended Change
2022
2023 (As Restated) Amount % 2021* Amount %
Revenues:

Operating revenues $ 89,143,779 $ 90,991,045 $ (1,847,266) -2.0 $ 85,830,105 $ 5,160,940 6.0

Nonoperating revenues
Property taxes 910,297 811,900 98,397 12.1 808,891 3,009 0.4
Interest and investment earnings 940,716 48,298 892,418 1847.7 53,882 (5,584) -10.4
Other revenues 6,036,936 2,032,658 4,004,278 197.0 236,656 1,796,002 758.9
Total revenues 97,031,728 93,883,901 3,147,827 3.4 86,929,534 6,954,367 8.0

Expenses

Operating expenses 80,022,131 72,883,508 7,138,623 9.8 67,985,088 4,898,420 7.2

Nonoperating expenses
Interest expense and fiscal charges 9,020,576 9,849,814 (829,238) -8.4 11,730,855 (1,881,041) -16.0
Election costs 3,437,046 - 3,437,046 100.0 2,568,655 (2,568,655) -100.0
Other expenses 2,054,209 1,908,880 145,329 7.6 - 1,908,880 100.0
Total expenses 94,533,962 84,642,202 9,891,760 11.7 82,284,598 2,357,604 2.9
Income before capital contributions 2,497,766 9,241,699 (6,743,933) -73.0 4,644,936 4,596,763 99.0
Capital contributions - capital grants 5,609,857 5,306,076 303,781 5.7 13,153,479 (7,847,403) -59.7
Change in net position 8,107,623 14,547,775 (6,440,152) -44.3 17,798,415 (3,250,640) -18.3
Net position - beginning of year - as restated 176,016,909 161,469,134 14,547,775 9.0 142,705,922 18,763,212 13.1
Net position - end of year $ 184,124,532 $ 176,016,909 $ 8,107,623 4.6 $ 160,504,337 $ 15,512,572 9.7

*Statement of Revenues, Expenses and Changes in Net Position for year ended 2021 was not restated.

The Statement of Revenues, Expenses and Changes in Net Position shows how the District's net position
changed during the fiscal year. The net position increased $8.1 million and $15.5 million during the fiscal
years ended June 30, 2023 and 2022, respectively. In fiscal year 2023, the increase in net position is due to
total revenues of $97.0 million exceeding total expenses of $94.5 million with capital contributions of $5.6
million. In fiscal year 2022, the increase in net position is due to total revenues of $93.9 million exceeding
total expenses of $84.6 million with capital contributions of $5.3 million.

A closer examination of the sources of changes in net position reveals that:

In fiscal year 2023, total revenues increased $3.1 million and total expenses increased $9.9 million for a net
decrease in income before capital contributions of $6.7 million. The District also saw an increase in capital
contributions of $304 thousand for a net decrease in change in net position for 2023 of $6.4 million.

In fiscal year 2022, total revenues increased $7.0 million and total expenses increased $2.4 million for a net
increase in income before capital contributions of $4.6 million. The District also saw a decrease in capital
contributions of $7.8 million for a net decrease in change in net position for 2022 of $3.3 million.



Water Replenishment District of Southern California
Management’s Discussion and Analysis (Unaudited)
June 30, 2023 and 2022

Operating Revenues

2023 2022 Change 2021 Change
Operating Revenues:
Water replenishment assessment $ 69,807,569 $§ 75,528,104 $ (5,720,535) $ 76,161,044 $ (632,940)
Desalter assessments 3,052,449 3,470,172 (417,723) 1,925,675 1,544,497
Water treatment subsidies 1,158,975 2,014,334 (855,359) 2,047,303 (32,969)
Other operating income 15,124,786 9,978,435 5,146,351 5,696,083 4,282,352

Total operating revenues $§ 89,143,779 $§ 90,991,045 $ (1,847,266) $ 85,830,105 § 5,160,940

Total operating revenues decreased by $1.8 million from $91.0 million in fiscal year 2022 to $89.1 million
in fiscal year 2023 primarily due to decreased pumping activities during the year.

Total operating revenues increased by $5.2 million from $85.8 million in fiscal year 2021 to $91.0 million in
fiscal year 2022 primarily due to increased pumping activities and the rate increase during the year.

Operating Expenses

2022
2023 (As Restated) Change 2021 Change
Operating Expenses:

Water supply management:

Water purchases - injecting $ 25,404,081 $ 25,983,785 $  (579,704) $ 27,176,259 $ (1,192,474)

Water purchases - spreading 8,714,513 6,315,554 2,398,959 4,662,502 1,653,052

Connection fees 2,220,038 2,118,009 102,029 2,299,044 (181,035)
General and administrative 32,683,618 27,305,699 5,377,919 29,089,019 (1,783,320)
Depreciation and amortization 10,999,881 11,160,461 (160,580) 4,758,264 6,402,197

Total operating expenses $ 80,022,131 $§ 72,883,508 § 7,138,623 § 67,985,088 $ 4,898,420

Total operating expenses increased by $7.1 million from $72.9 in fiscal year 2022 to $80.0 million in fiscal
year 2023 primarily due to increase in water purchases from spreading recycled water and increase in general
and administrative expenses from salaries and employee benefits.

Total operating expenses increased by $4.9 million from $68.0 million in fiscal year 2021 to $72.9 million
in fiscal year 2022. The main reason for the change was due to increase in depreciation and amortization
expenses from the Groundwater Replenishment Improvement Project (GRIP) completed in June 2021 and
transferred out of construction-in-process and into the related capital assets categories.



Water Replenishment District of Southern California
Management’s Discussion and Analysis (Unaudited)
June 30, 2023 and 2022

Capital Assets

At June 30, 2023 and 2022, the District’s investment in capital assets amounted to $343.1 million and $339.4
million (net of accumulated depreciation), respectively. This investment in capital assets includes land, utility
plant, monitoring and injection equipment, service connections, office furniture and equipment, and
construction-in-progress. Major capital asset additions during fiscal year 2023 and 2022 include expenditures
related to the Albert Robles Center for Water Recycling and Environmental Learning, Leo J. Vander Lans
Advanced Water Treatment Facility Expansion Project, Goldsworthy Desalter and the Regional Groundwater
Monitoring Program.

The capital assets of the District are summarized below and more fully analyzed in Note 6 — Capital Assets
to the Basic Financial Statements.

Balance Additions/ Deletions/ Balance
July 1, 2022 Transfers Transfers June 30, 2023
Non-depreciable assets $ 78,288,240 $ 14,130,972 $ - $ 92,419,212
Depreciable assets 326,307,103 498,600 - 326,805,703
Accumulated depreciation (65,145,764) (10,999,882) - (76,145,646)
Capital assets, net $ 339,449,579 $ 3,629,690 $ - $ 343,079,269
Balance Additions/ Deletions/ Balance
July 1, 2021 Transfers Transfers June 30, 2022
Non-depreciable assets $ 70,976,233 $ 14,859,368 $ (7,547,361) $ 78,288,240
Depreciable assets 318,592,814 7,732,976 (18,687) 326,307,103
Accumulated depreciation (53,985,303) (11,160,461) - (65,145,764)
Capital assets, net $ 335,583,744 $ 11,431,883 $ (7,566,048) $ 339,449,579

10



Water Replenishment District of Southern California
Management’s Discussion and Analysis (Unaudited)
June 30, 2023 and 2022

Long-Term Debt

At June 30, 2023 and 2022, the District had long-term debt of $290.6 million and $298.2 million respectively.
See Note 11 — Long-Term Debt to the Basic Financial Statements for further details.

Balance Balance
July 1, 2022 Additions Deletions June 30, 2023
Replenishment Assessment Revenue Bonds
Series 2015 $ 133,815,000 $ - $ (2,975,000) § 130,840,000
Add: Unamortized premium 18,474,108 - (800,322) 17,673,786
Series 2018 63,665,000 - (1,145,000) 62,520,000
Add: Unamortized premium 8,706,967 - (333,813) 8,373,154
Clean Water State Revolving Fund Loan 73,537,800 - (2,386,738) 71,151,062
Total long-term debt $ 298,198,875 § - $ (7,640,873) $ 290,558,002
Balance Balance
July 1, 2021 Additions Deletions June 30, 2022
Replenishment Assessment Revenue Bonds
Series 2015 $ 136,645,000 $ - $ (2,830,000) $ 133,815,000
Add: Unamortized premium 19,274,430 - (800,322) 18,474,108
Series 2018 64,750,000 - (1,085,000) 63,665,000
Add: Unamortized premium 9,040,780 - (333,813) 8,706,967
Clean Water State Revolving Fund Loan 71,748,020 4,186,873 (2,397,093) 73,537,800

Total long-term debt $ 301,458,230 § 4,186,873 $ (7,446,228) $ 298,198,875

Requests for Information

This Annual Comprehensive Financial Report is designed to provide customers, stakeholders and other
interested parties with an overview of the District's financial operations and overall financial condition.
Should the reader have questions regarding the information included in this report or wish to request
additional financial information, please contact the District's Chief Financial Officer at 4040 Paramount
Boulevard, Lakewood, California 90712.

11
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Water Replenishment District of Southern California
Statements of Net Position

ASSETS
Current assets

June 30

2023

2022
(As Restated)

Cash and cash equivalents 89,080,724 § 89,089,531
Receivables:
Water replenishment assessments 30,650,738 27,044,984
Notes receivable - due within one year 313,953 139,535
Other receivable 104,425 -
Prepaid items and deposits 73,827 6,000
Total current assets 120,223,667 116,280,050
Noncurrent assets
Restricted cash and cash equivalents 32,890,552 42,274,401
Notes receivable - due in more than one year 2,302,326 2,581,395
Regulatory assets 8,631,171 -
Capital assets:
Nondepreciable 92,419,212 78,288,240
Depreciable, net of accumulated depreciation 250,660,057 261,161,339
Capital assets, net 343,079,269 339,449,579
Total noncurrent assets 386,903,318 384,305,375
Total assets 507,126,985 500,585,425
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 4,740,477 2,724,925
Deferred outflows related to OPEB 3,588,116 3,651,257
Total deferred outflows of resources 8,328,593 6,376,182
(Continued)

See notes to the financial statements.
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Water Replenishment District of Southern California
Statements of Net Position (Continued)

LIABILITIES

Current liabilities
Accounts payable and accrued expenses
Accrued wages and related payables
Retention payable
Deposits payable
Interest payable
Unearned revenue
Compensated absences - due within one year
Lease payable, due within one year
Subscription payable, due within one year
Long-term debt - due within one year

Total current liabilities

Noncurrent liabilities
Compensated absences, due in more than one year
Lease payable, net of current portion
Subscription payable, net of current portion
Long-term debt, due in more than one year
Net pension liability
Net OPEB liability
Total noncurrent liabilities
Total liabilities

June 30

2023

2022

(As Restated)

DEFERRED INFLOWS OF RESOURCES

Deferred inflows related to pensions
Deferred inflows related to OPEB
Total deferred inflows of resources

NET POSITION
Net position
Net investment in capital assets
Unrestricted
Total net position

$ 15,126,151 $ 10,167,679
244,514 195,980
568,385 630,611
317,396 -

4,252,716 4,339,414
5,042,675 5,044,615
284,256 48,771
93,482 138,348
66,675 -
7,640,082 7,640,082
33,636,332 28,205,500
1,050,969 1,094,917
975,645 1,054,741
240,452 -
282,917,920 290,558,793
7,245,054 2,670,419
3,122,824 1,846,953
295,552,864 297,225,823
329,189,196 325,431,323
120,027 2,343,561
2,021,823 3,169,814
2,141,850 5,513,375
78,214,493 76,142,705
105,910,039 99,874,204
$ 184,124,532 $ 176,016,909

See notes to the financial statements.
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Water Replenishment District of Southern California
Statements of Revenues, Expenses and Changes in Net Position

Operating revenues
Water replenishment assessments
Desalter assessments
Water treatment subsidies
Other operating income
Total operating revenues

Operating expenses

Water supply management:
Water purchases - injecting
Water purchases - spreading
Connection fees

General and administrative

Depreciation and amortization
Total operating expenses

Net operating income

Nonoperating revenues (expenses)
Property taxes
Interest and investment earnings
Interest expense and fiscal charges
Election costs
Other revenues
Other expenses
Total nonoperating revenues (expenses)

Capital contributions
Capital contributions from other government
Total capital contributions

Changes in net position

Net position
Beginning of year - as restated
End of year

Years ended June 30

2023

2022

(As Restated)

$ 69,807,569 $ 75,528,104
3,052,449 3,470,172
1,158,975 2,014,334
15,124,786 9,978,435
89,143,779 90,991,045
25,404,081 25,983,785
8,714,513 6,315,554
2,220,038 2,118,009
32,683,618 27,305,699
10,999,881 11,160,461
80,022,131 72,883,508
9,121,648 18,107,537

910,297 811,900
940,716 48,298
(9,020,576) (9,849,814)
(3,437,046) ;
6,036,936 2,032,658
(2,054,209) (1,908,880)
(6,623,882) (8,865,838)
5,609,857 5,306,076
5,609,857 5,306,076
8,107,623 14,547,775
176,016,909 161,469,134
$ 184,124,532 $ 176,016,909

See notes to the financial statements.
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Water Replenishment District of Southern California
Statements of Cash Flows

Cash flows from operating activities:
Cash received from water assessments and subsidies $
Cash received from other nonoperating revenue
Cash paid to vendors and suppliers for materials and services
Cash paid to employees for salaries and wages
Cash paid for election expenses
Cash paid for other nonoperating expenses
Net cash provided by operating activities

Cash flows from noncapital financing Activity:
Proceeds from property taxes
Cash provided by noncapital financing activity

Cash flows from capital and related financing activities:
Acquisition of capital assets
Acquisition of regulatory assets
Proceeds from issuance of debt, net
Cash paid for lease
Cash paid for subscription payable
Repayment of bonds payable
Interest payment
Proceeds from capital contributions - capital grants
Net cash used in capital and related financing activities

Cash flows from investing activities:
Interest received
Issuance of notes receivable
Collection of notes receivable
Net cash provided by (used in) investing activities

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents:
Beginning of year
End of year $

Financial statement presentation:
Cash and cash equivalents $
Restricted assets - cash and cash equivalents

Total cash and cash equivalents $

See notes to the financial statements.
15

Years ended June 30

2022
2023 (As Restated)
85,538,025 § 95,860,852
5,932,511 2,032,658
(54,162,803) (65,290,207)
(8,946,991) (6,432,602)
(3,437,046) -
(2,054,209) (1,908,880)
22,869,487 24,261,821
910,297 811,900
910,297 811,900
(14,240,261) (14,936,768)
(8,631,171) ;
- 4,186,873
(139,460) (113,226)
(66,684) -
(6,506,738) (6,312,093)
(10,241,410) (11,056,567)
5,607,917 5,313,708
(34,217,807) (22,918,073)
940,716 48,298
- (1,500,000)
104,651 139,535
1,045,367 (1,312,167)
(9,392,656) 843,481
131,363,932 130,520,451
121,971,276 $ 131,363,932
89,080,724 $ 89,089,531
32,890,552 42,274,401
121,971,276 $ 131,363,932
(Continued)



Water Replenishment District of Southern California
Statements of Cash Flows (Continued)

Reconciliation of operating income to net cash
provided by operating activities:

Net operating income $

Adjustments to reconcile operating income to
net cash provided by operating activities

Depreciation and amortization

Election costs

Other nonoperating revenue

Other nonoperating expenses

Changes in operating assets, liabilities, and deferred outflows/inflows of resources
(Increase) decrease in:
Water replenishment assessments receivable, net
Other receivable
Prepaid items and deposits
Net pension asset
Increase (decrease) in:
Accounts payable and accrued expenses
Retention payable
Deposits payable
Pensions and OPEB-related deferred outflows of resources
Pensions and OPEB-related deferred inflows of resources
Accrued wages and related pa