
AGENDA  

FENNER VALLEY WATER AUTHORITY 

BOARD OF DIRECTORS’  

REGULAR BOARD MEETING  

DECEMBER 17, 2020   8:30 AM 

Members of the public may join the meeting telephonically or online at Microsoft Teams: 

https://tinyurl.com/yy7clta8 

Phone Number:  1-323-553-2644  Conference ID: 725 013 078# 

In an effort to protect the safety of the Authority and the public, and in compliance with 

Executive Order N-29-20 and N-33-20, members of the Board of Directors, employees, and 

the public may attend this meeting via telephonically and online. As always, members of the 

public have the opportunity to submit comments in writing via mail to Kelly Radvansky, 

Secretary to the Board of Directors at 26111 Antonio Parkway, Rancho Santa Margarita, CA 

92688 or by email at kellyr@smwd.com. 

In compliance with Section 202 of the Americans with Disabilities Act of 1990 any person with 

a disability who requires a modification or accommodation in order to participate in a meeting 

should direct such request to Kelly Radvansky, Secretary to the Board of Directors, at (949) 459-

6642 at least 48 hours before the meeting if possible. 

ITEMS DISTRIBUTED TO THE BOARD LESS THAN 72 HOURS PRIOR TO 

MEETING 

Pursuant to Government Code section 54957.5, non-exempt public records that relate to open 

session agenda items and are distributed to a majority of the Board less than seventy-two (72) 

hours prior to the meeting will be available on the Authority’s Internet Web Site, accessible at 

www.fvwa.org 

1. CALL MEETING TO ORDER

2. PLEDGE OF ALLEGIANCE

3. PUBLIC FORUM

Persons wishing to address the Board of Directors may do so at the time of Public Forum.

Comments are limited to three minutes unless further time is granted by the Presiding

Officer.

https://tinyurl.com/yy7clta8
mailto:kellyr@smwd.com
http://www.fvwa.org/
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4. SELECTION OF OFFICERS 

 

4.1  Consideration and Action on Selection of the Fenner Valley Water Authority 

Board of Directors Officer Positions for 2021   Page 4 

 

  Recommendation: Appoint the Authority Chair and Vice Chair positions. 

               

4.2      Consideration and Action on the Appointment of Authority Executive Officers      

Page 6 

 

Recommendation: Affirm the following Executive Officers, Mr. Daniel Ferons, 

Executive Director; Mr.  Robert Grantham, Treasurer; and Ms. Kelly Radvansky, 

Secretary. 

 

5. CONSENT CALENDAR 

5.1 Consideration and Action on the Minutes of the June 25, 2020 Board Meeting   Page 8 

 Recommendation: Approve the Minutes.  

6. ACTION ITEMS 

6.1 Consideration and Action on Approving Resolution No. 20-12-01; 

Establishment of Time and Place of Regular Meetings for 2021   Page 12 

 

 Recommendation: Approve Resolution No. 20-12-01. 

7. TREASURER ITEMS 

7.1  Consideration and Action on Fenner Valley Water Authority Draft Audited 

Financial Statements for the Fiscal Year 2019-2020   Page 18 

 

 Recommendation: Approve finalization of the Authority’s Draft Financial 

Statements for the Fiscal Year 2019-2020 and submission to the County of 

Orange Auditor Controller’s Office.   

7.2 Interim Financial Statements as of November 30, 2020   Page 33 

 

8. INFORMATION ITEMS 

  

8.1 Cadiz Valley Water Conservation, Recovery and Storage Project Update 

 

8.2 Executive Director Report (verbal or written reports may be provided and shall be 

included in the record/minutes)     
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8.3 Directors’ Reports of Outside or Other Meeting/Events (verbal or written reports 

may be provided and shall be included in the record/minutes) 

 

9. ATTORNEY’S REPORT 

10. ADJOURNMENT   

 

The next Regular Board of Directors’ Meeting is anticipated to be approved for January 

28, 2021 at 8:30 a.m. to be held virtually and telephonically.   



  
 

FENNER VALLEY WATER AUTHORITY 
  

MEMORANDUM 
 
 
TO: Board of Directors DATE:   December 17, 2020 
 
FROM: Daniel R. Ferons, Executive Director 
 
SUBJECT: Consideration and Action on Selection of the Fenner Valley Water Authority Board 

of Directors Officer Positions for 2021 
 
SUMMARY 
 
Issue:  Consideration of Board Officer positions occurs annually in December. It is appropriate at 
this meeting to nominate and elect a Chair and Vice Chair for 2021. 
 
Recommendation:  Appoint the Authority Chair and Vice Chair positions. 
 
Fiscal Impact: No fiscal impact to the appointment of Officers.  
 
DISCUSSION 
 
By agreement, the Board of the Authority consists of three Directors and three Alternate Directors. 
Each Member of the Authority shall appoint one Director and one alternate Director; the Managing 
Member of the Authority shall appoint one additional Director and Alternate Director, as stated in 
Article 6 of the Agreement. At the Santa Margarita Water District (SMWD) Regular Board 
Meeting on December 10, 2020 the Board reaffirmed the appointments of Saundra F. Jacobs and 
Frank Ury to the Fenner Valley Water Authority Board of Directors and had no change to the 
current alternate Board Member seats occupied by Tricia Butler and Daniel Peterson representing 
Santa Margarita Water District. Fenner Valley Mutual Water Company reaffirmed their 
appointment of Natasha Raykhman as their representative on the Authority’s Board.  Annually in 
December, the Board considers Officer positions, it is appropriate to nominate and elect a Chair 
and Vice Chair of the Authority Board for 2021. Currently, Saundra F. Jacobs is the Authority’s 
Chair and Frank Ury is Vice Chair. The responsibilities of the Chair, and the Vice Chair when 
serving as a replacement for the Chair, include the following: 
   

• Signing resolutions; 
• Calling the meeting to order at the appointed time;  
• Announcing and summarizing each item on the agenda;  
• Enforcing the Board's policies regarding the conduct of meetings;  
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• Recognizing persons who desire to speak;
• Protecting the speaker who has the floor from disturbance or interference;
• Restating motions before the Board to guarantee clarity;
• Ruling on parliamentary procedure; and
• Putting motions to a vote and state clearly the results of the vote.
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FENNER VALLEY WATER AUTHORITY

MEMORANDUM 

TO: Board of Directors DATE:   December 17, 2020 

FROM: Daniel R. Ferons, Executive Director 

SUBJECT: Consideration and Action on the Appointment of Authority Executive Officers 

SUMMARY 

Issue:  Per the Joint Exercise of Powers Agreement for the Fenner Valley Water Authority 
(Authority), annually the Board appoints the Secretary and confirms the Executive Director and 
Treasurer appointed by the Managing Member, Santa Margarita Water District.  Per the 
Agreement, the Executive Director is the General Manager and the Treasurer is the Treasurer of 
the Managing Member or their designee. 

Santa Margarita Water District has previously approved Daniel Ferons and Robert Grantham as 
the Executive Director and Treasurer, respectively.  Kelly Radvansky is the current Secretary and 
has agreed to continue in that role for 2021.  

Recommendation:  Affirm the following Executive Officers, Mr. Daniel Ferons, Executive 
Director; Mr.  Robert Grantham, Treasurer; and Ms. Kelly Radvansky, Secretary. 

Fiscal Impact: No fiscal impact to the appointment of Officers. 

DISCUSSION 

The Executive Officers of the Authority include the Executive Director, Treasurer, and Secretary 
to the Board, and shall be elected or appointed annually in accordance with the terms of the 
Authority’s Joint Powers Agreement. With approval of the Managing Member’s Board, its General 
Manager or his or her appointee shall be the Executive Director; the Treasurer will be the treasurer 
of the Managing Member; and the Secretary shall be appointed by the Board.  The Santa Margarita 
Water District (SMWD) is the Managing Member of the Authority. 

SMWD General Manager, Daniel Ferons is the Executive Director. The Executive Director of the 
Authority is the Chief Executive Officer of the Authority and shall act as the representative of the 
Managing Member to carry out the duties and obligations of the Managing Member pursuant to 
Article 4 of the Agreement.  
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SMWD Assistant General Manager-Finance, Robert Grantham is the Treasurer; the Treasurer will 
recommend to the Executive Director and the Board on financial matters of the Authority; and will 
oversee the Authority’s finances, financial reporting, annual audit, and investments. 

The Secretary to the Board is appointed by and serves at the pleasure of the Board. Due to the 
nature of the duties of the Secretary it is effective to have the Secretary be a member of the staff 
based at the District office. Ms. Radvansky holds the office for SMWD. If appointed, Ms. 
Radvansky’s duties as Secretary to the Board will include oversight of preparation of the Board 
documents and packages, in-house coordination of documents and public records.  She will also 
be responsible for coordination of the Board member outside activities as well as providing 
assistance, along with other administration staff, to the Executive Director. 

Additionally, the Authority has contracted with the law firm of Best, Best and Krieger (BB&K) to 
provide General Counsel services.  Mr. Ruben Duran has been designated as the primary Legal 
Counsel for the Authority.  Mr. Duran has informed the Authority that his other responsibilities 
will make is difficult for him to continue in the role.  Given its history with the Authority and its 
familiarity with the Authority, the Managing Member and the other members, BB&K is well-
suited to continue its service as General Counsel and has requested that the Board approve another 
BB&K attorney as Legal Counsel to work with the Authority.  The Board can request the candidate 
attend the next meeting for consideration of appointment as Legal Counsel or it can request the 
Executive Director to solicit proposals for legal services.  Based on the current workload and 
BB&K’s long history on the environmental documentation and business agreements, it is 
recommended we review the proposed candidate from BB&K.   
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MINUTES  
FENNER VALLEY WATER AUTHORITY 

BOARD OF DIRECTORS’  
REGULAR BOARD MEETING  

JUNE 25, 2020   8:30 AM 

Members of the public may join the meeting telephonically or online at Microsoft Teams: 
https://tinyurl.com/y7gf62vj 

Phone Number: 1-323-553-2644  Conference ID: 222 364 767# 

ATTENDEES 

Saundra Jacobs Chair 
Frank Ury Vice Chair 
Natasha Raykhman Director  
Daniel R. Ferons Executive Director 

Ruben Duran  General Counsel/Best Best & Krieger 
Robert Grantham Treasurer/FVWA 
Kelly Radvansky Secretary to the Board of Directors/FVWA 
Don Bunts  Deputy General Manager/SMWD  
Michelle Pickett Brownstein Hyatt Farber Schreck 
Alisha Winterswyk Best Best & Krieger 

1. ADMINISTRATION OF OATH OF OFFICE

The Oath of Office was administered prior to the Board meeting.

2. CALL MEETING TO ORDER

3. PLEDGE OF ALLEGIANCE

Director Ury led the Pledge of Allegiance.
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4. SELECTION OF OFFICERS 

 
4.1  Consideration and Action on Selection of Board Officers    
 

  Recommendation: Appoint the Authority Chair and Vice Chair. 
 

Motion: Appoint Saundra Jacobs as Chair. 
Moved by: Frank Ury 
Seconded by: Natasha Raykhman 
Ayes: Ury, Raykhman, Jacobs  

  Unanimously approved 
 

Motion: Appoint Frank Ury as Vice Chair. 
Moved by: Saundra Jacobs 
Seconded by: Natasha Raykhman 
Ayes: Ury, Raykhman, Jacobs  

  Unanimously approved 
 
5. ORAL COMMUNICATIONS 

 
There were no requests to speak. 

 
6. CONSENT CALENDAR  

 
6.1 Consideration and Action on the Minutes of the December 9, 2019 Board Meeting 

 
Recommendation:  Approve the Minutes. 
 
Chairwoman Jacobs asked about the follow up on former Authority Director 
Gibson’s request for the State Land’s Commission to vote on whether or not they 
acknowledge the expertise of the particular group that was selected for the 
independent study. Dan Ferons, Executive Director, responded there has been no 
action taken. Chairwoman Jacobs requested an update be provided to the Authority 
and former Authority Director Gibson. 
 
Motion: Approve as recommended. 
Moved by: Natasha Raykhman 
Seconded by: Frank Ury 
Ayes: Ury, Raykhman, Jacobs  
Unanimously approved 
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7. TREASURER ITEMS 

7.1  Interim Financial Statements as of May 31, 2020    

 Robert Grantham, Treasurer, reviewed the Authority’s financial statements. 

 This is an information item, no action taken. 

7.2  Consideration and Action on the Fenner Valley Water Authority’s Budget for Fiscal 
Year 2020-2021    

 Recommendation: Approve annual budget in the amount of $96,000. 

 Motion: Approve as recommended. 
Moved by: Frank Ury 
Seconded by: Natasha Raykhman  
Ayes: Ury, Raykhman, Jacobs 
Unanimously approved 

7.3 Consideration and Action on Selection of Independent Certified Public 
Accountancy Firm    

 
Recommendation: Authorize a five-year contract with Macias, Gini, & O’Connell, 
LLP for financial statement auditing services beginning with the Fiscal Year 
2019/2020 audit.  

 Motion: Approve as recommended. 
Moved by: Frank Ury 
Seconded by: Natasha Raykhman  
Ayes: Ury, Raykhman, Jacobs 
Unanimously approved 
 

8. INFORMATION ITEMS 
 
 8.1       Second Amendment to the Joint Exercise of Powers Agreement    
   
  Mr. Ferons explained the Second Amendment to the Agreement. 

 
8.2 Cadiz Valley Water Conservation, Recovery and Storage Project Update 
 
 Michelle Pickett, Brownstein Hyatt Farber Schreck, reported on the following 

topics: 
• Regarding the Three Valleys Municipal Water District Study, the District 

initiated a scoping of the potential interconnection between the project and 
the Bonanza Spring. The study proposes to conduct a scientific evaluation 
that would be conducted on federal land managed by the Bureau of Land 
Management (BLM). Following several meetings with the BLM, it appears 
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they are prepared to issue the approval in two phases.  The first phase would 
be the geophysical and water quality testing, which is believed to precede 
this summer. The second phase involves a monitoring well, which is also 
believed to need an environmental assessment.  

 
• Regarding the 43-mile right-of-way, there is a 47-foot encroachment permit 

that will be requested from the BLM, this was previously authorized by the 
addendum the Authority adopted a year ago. The application will be filed 
with the BLM, and the permit will provide authorization to leave Cadiz 
property to join the 43-mile right-of-way to connect Cadiz to the Colorado 
River Aqueduct.  

 
• Ms. Pickett reminded the Board the BLM previously issued a new opinion 

that reconfirmed Cadiz’s right to use the right-of-way for the location of the 
conveyance pipeline.  

 
• Regarding the northern pipeline, Cadiz is continuing to do water quality 

and structural testing of the 220-mile pipeline that connects Cadiz to 
Barstow and Antelope Valley. Cadiz has determined that the pipeline can 
be cleaned to deliver potable water and structural testing shows that with 
the improvement the pipeline could convey as much as 25,000-acre feet. 
Cadiz is exploring the possibility of making an interconnection with the 
State Water Project pipeline.  

 
• The White House issued an Executive Order seeking to expedite key 

infrastructure projects.  
 
8.3 Executive Director Report (verbal or written reports may be provided and shall be 

included in the record/minutes)     
 
 Executive Director Ferons thanked Directors Jacobs and Ury for joining the Board 

and Director Raykhman for her two years of service on the Board. 
 
8.4 Directors’ Reports of Outside or Other Meeting/Events (verbal or written reports 

may be provided and shall be included in the record/minutes) 
 

9. ATTORNEY’S REPORT 

 There was no report.  

10. ADJOURNMENT   
 

The next Regular Board of Directors’ Meeting is scheduled for July 30, 2020 at 8:30 a.m. 
at the Santa Margarita Water District, 26111 Antonio Parkway, Rancho Santa Margarita, 
California. 
 
The meeting closed at 8.58 a.m.   

Page 11



       

FENNER VALLEY WATER AUTHORITY 

MEMORANDUM 

 
TO:  Board of Directors  DATE: December 17, 2020 
 
FROM:  Kelly Radvansky, Secretary to the Board of Directors 
 
SUBJECT:   Consideration and Action on Approving Resolution No. 20-12-01; Establishment 

of Time and Place of Regular Board Meetings for 2021 
 
SUMMARY 
 

Issue:  Resolution No. 20-12-01 of the Fenner Valley Water Authority establishes regular 
Board meetings at the main office of the Santa Margarita Water District, commencing with 
the meeting on January 28, 2021 at the hour of 8:30 a.m. In the event of an emergency, 
meetings may be held as authorized by Executive Order issued by the Governor. 
 
Recommendation:  Approve Resolution No. 20-12-01. 
 
Fiscal Impact:  None 

 
DISCUSSION 

On November 14, 2014, Santa Margarita Water District and Fenner Valley Mutual Water 
Company entered into a Joint Exercise of Powers Agreement (Agreement) creating Fenner Valley 
Water Authority (Authority). The Agreement states that the Board shall meet at least once per 
year, at a date, time and place set by the Board, and at such other times as may be determined by 
the Board. Resolution No. 20-12-01 establishes a time and place for regular Board meetings for 
the Authority for 2021.  

Notice of regular meetings shall be given in accordance with the provisions of the Ralph M. Brown 
Act of the State of California. If it is determined that it is not feasible or in the best interests of the 
Authority to hold a regular meeting, the Secretary of the Authority may declare the meeting 
adjourned to a stated time and place through written notice in the same manner as provided in 
Section 54956 of the Government Code for special meetings of the Board. 
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Proposed Regular Board Meeting Dates for 2021: 
 
Meetings to begin at 8:30 a.m. 
 
Thursday, January 28 
Thursday, February 25  
Thursday, March 25 
Thursday, April 29 
Thursday, May 27 
Thursday, June 24 
Thursday, July 29 
Thursday, August 26 
Thursday, September 30 
Thursday, October 28 
Thursday, November 18 
Thursday, December 23 
 
Attachment:  Resolution No. 20-12-01 
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FENNER VALLEY WATER AUTHORITY 

RESOLUTION NO. 20-12-01 

ESTABLISHMENT OF TIME AND PLACE OF REGULAR 
BOARD MEETINGS FOR 2021 

WHEREAS, the Santa Margarita Water District (the “District”) and the Fenner Valley 
Mutual Water Company entered into a Joint Exercise of Powers Agreement, dated as of 
November 14, 2014 (the “Agreement”), creating the Fenner Valley Water Authority (the 
“Authority”); and 

WHEREAS, pursuant to Article 7 of the Agreement, the Board of Directors of the 
Authority (the “Board”) is required to conduct its meeting at such time and place as may be 
determined by the Board. 

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Fenner 
Valley Water Authority as follows: 

Section 1.  Recitals.  The Authority finds and determines that the foregoing recitals are 
true and correct. 

Section 2.  Establishment of Regular Meetings.  A regular meeting of the Board shall 
be held monthly at the main office of the Santa Margarita Water District, commencing with the 
meeting on Thursday, January 28, 2021 at the hour of 8:30 a.m. The established meeting 
time and dates are provided in Exhibit “A.”  Regular meetings of the Board may be 
conducted by teleconference in accordance with the provisions of Section 54953 of the 
Government Code, or in the event of an emergency, meetings may be held as authorized by 
Executive Order issued by the Governor. 

   As provided in the Agreement, the time and place for regular meetings of the Board 
may be changed from time to time.  Notice of a regular meeting shall be given in accordance 
with the provisions of the Ralph M. Brown Act of the State of California (constituting Chapter 9 
of Part 1 of Division 2 of Title 5 of the Government Code of the State of California). 

Section 3.  Adjournment of Regular Meetings.  As provided in Section 54955 of the 
Government Code, in the event that the Secretary of the Authority determines that it is not 
feasible or in the best interests of the Authority to hold a regular meeting at the time and date 
provided in Section 2, the Secretary of the Authority may declare the meeting adjourned to a 
stated time and place and the Secretary shall cause a written notice of the adjournment to be 
given in the same manner as provided in Section 54956 of the Government Code for special 
meetings of the Board. 

Section 4.  Effective Date.  This Resolution shall take effect upon its adoption.  
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ADOPTED this 17th day of December 2020. 

_________________________________ 
Chairperson 
Fenner Valley Water Authority 

ATTEST: 

______________________________ 
Kelly Radvansky 
Secretary to the Board of Directors 
Fenner Valley Water Authority 
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STATE OF CALIFORNIA ) 
    ) ss. 
COUNTY OF ORANGE ) 
 
 I, Kelly Radvansky, Secretary of the Board of Directors of the Fenner Valley Water 
Authority, do hereby certify that the foregoing resolution was duly adopted by the Board of 
Directors of the Authority at a special meeting held on the 17th day of December 2020 and that it 
was so adopted by the following vote: 
 
 AYES:     DIRECTORS:   
 
 NOES:   DIRECTORS: 
  
 ABSENT:  DIRECTORS: 
 
 ABSTAIN:  DIRECTORS: 
 

______________________________ 
Kelly Radvansky 
Secretary to the Board of Directors  
Fenner Valley Water Authority 

 
 

I, Kelly Radvansky, Secretary of the Board of Directors of the Fenner Valley Water 
Authority, do hereby certify that the above and forgoing is a full, true, and correct copy of 
Resolution No. 20-12-01 of said Board, and that the same has not been amended or repealed. 
  
DATED: December 17, 2020 
 
 

 
Kelly Radvansky 
Secretary to the Board of Directors 
Fenner Valley Water Authority 
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Exhibit “A” 
 

Proposed Regular Board Meeting Dates for 2021: 
 
Meetings to begin at 8:30 a.m. 
 
Thursday, January 28 
Thursday, February 25  
Thursday, March 25 
Thursday, April 29 
Thursday, May 27 
Thursday, June 24 
Thursday, July 29 
Thursday, August 26 
Thursday, September 30 
Thursday, October 28 
Thursday, November 18 
Thursday, December 23 
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FENNER VALLEY WATER AUTHORITY 

MEMORANDUM 

 
TO:  Board of Directors   DATE: December 17, 2020 
 
FROM:  Robert Grantham, Treasurer  
 
SUBJECT:   Consideration and Action on Fenner Valley Water Authority Draft Audited 

Financial Statements for the Fiscal Year 2019-2020  
 
SUMMARY 
 
Issue:  Annually, the Authority develops its financial statements and retains an external accounting 
firm to audit these statements. The Authority selected Macias Gini & O’Connell LLP (MGO) in 
accordance with the Authority’s Purchasing Policy.  
 
Recommendation:  Approve finalization of the Authority’s Draft Financial Statements for the 
Fiscal Year 2019-2020 and submission to the County of Orange Auditor Controller’s Office.   
 
Fiscal Impact: The Board of Directors approved the Budget which includes auditing services. FY 
2020 auditing services are $12,169. 
 
DISCUSSION 
 
Annually, the Authority has an independent audit performed on its financial statements. The audit 
serves as a vital resource for financial information and fiscal transparency. The Authority is 
nearing the end of the annual audit process. The draft financial statements for the fiscal year ended 
June 30, 2020 (FY 2020) are attached. These financial statements have been reviewed by the 
Authority’s external audit firm, Macias, Gini & O’Connell LLP (MGO).  

FINANCIAL STATEMENT HIGHLIGHTS 

The financial statements present a comprehensive picture of the Authority’s financial condition. 
The following are highlights of the Authority’s financial condition that are depicted in the FY 2020 
financial statements: 

• Cadiz, Inc. contributed $116,500 towards budgeted expenses.  

• The Authority had legal expenses totaling approximately $25,167 for administrative and 
environmental activities. 
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• Santa Margarita Water District provides administrative services for the Authority. The fees 
for FY 2020 were approximately $20,431, well below the $100,000 budget. Consequently, 
the approved budget for FY 2021 was reduced to $25,000 based on the historical actuals 
and expected activity.   

 
Management’s Discussion and Analysis:  

The auditor’s draft opinion includes a paragraph addressing the omission of the Management’s 
Discussion and Analysis (MD&A). The MD&A serves as a comparative look at the Authority’s 
financials year-over-year. However, with limited financial activity in both years, the MD&A 
would not serve as a valuable resource to its readers at this time. Consequently, MGO 
recommended that the Authority omit the MD&A from the FY 2020 audit, until a reasonable 
financial history can be established. Within the audit, MGO referenced this omission. The specific 
language used in citing the omission is common for many government entities and the paragraph 
is not a modification to our audit opinion or in any way diminishes the opinion over the financials 
or the Authority. In future years, the Authority’s management intends to include the MD&A.  
 
Through the course of the audit, there had been no internal control deficiencies identified by MGO.  

The draft financial statements are attached following this memo as “Attachment A.” Also attached 
is the required communications to those Charged with Governance letter (SAS 114) as 
“Attachment B.” We are pleased to report that there are no findings for the FY 2020 Audit. 
 
Timeline:  

In meeting with the Government Code’s timeline, special districts must submit to the County their 
audited financial report by December 31st. Due to the timing, the finalized financials statements 
will be emailed to the Board of Directors and submitted to the County of Orange before December 
31, 2020.  
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FENNER VALLEY WATER AUTHORITY 
Financial Statements 

Year Ended June 30, 2020 

DRAFT

Attachment A
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Independent Auditor’s Report 

To the Board of Directors  
Fenner Valley Water Authority 
Rancho Santa Margarita, California 

We have audited the accompanying financial statements of the Fenner Valley Water Authority (the 
Authority), as of and for the year ended June 30, 2020, and the related notes to the financial statements, 
which collectively comprise the Authority’s basic financial statements as listed in the table of contents. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 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.  

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America. 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the Authority’s preparation and 
fair presentation of the financial statements 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 Authority’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Authority as of June 30, 2020, and the changes in its financial position and its cash flows 
for the year then ended in accordance with accounting principles generally accepted in the United States of 
America. 

DRAFT
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Other Matters 

Management has omitted the Management’s Discussion and Analysis that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial statements. 
Such missing information, 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. Our opinion on the basic 
financial statements is not affected by the missing information. 

San Diego, California 
December XX, 2020 

DRAFT
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FENNER VALLEY WATER AUTHORITY
Statement of Net Position

June 30, 2020

Assets
Current asset:

Cash 73,170$             
Total current and total assets 73,170               

Liabilities
Current liabilities:

Accounts payable 10,091               
Due to Santa Margarita Water District 6,313                 

Total current and total liabilities 16,404               

Net position
Unrestricted 56,766$             

See accompanying notes to the basic financial statements. 
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FENNER VALLEY WATER AUTHORITY
Statement of Revenues, Expenses and Change in Net Position

June 30, 2020

Operating revenues:
Charges for services 116,500$            

Total operating revenues 116,500              

Operating expenses:
General and administrative 23,891                
Professional services 49,272                

Total operating expenses 73,163                

Operating income 43,337                

Non-operating revenue:
Interest Income 50                       

Total non-operating revenues 50                       

Change in net position 43,387                

Total net position, beginning of year 13,379                
Total net position, end of year 56,766$              

See accompanying notes to the basic financial statements. 
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FENNER VALLEY WATER AUTHORITY
Statement of Cash Flows

June 30, 2020

Cash flows From operating activities:
Cash received from customers 116,500$           
Cash payments to suppliers for goods and services (107,329)            

Net cash provided by operating activities 9,171                 

Cash flows from investing activities:
Interest received 50                      

Net increase in cash 9,221                 

Cash, beginning of year 63,949               
Cash, end of year 73,170$             

Reconciliation of operating income to net nash provided by operating activities
Operating income 43,337$             

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

Decrease in accounts payable (19,511)              
Decrease in due to Santa Margarita Water District (14,655)              
Total adjustments (34,166)              

Net cash provided by operating activities 9,171$               

See accompanying notes to the basic financial statements. 
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FENNER VALLEY WATER AUTHORITY 
Notes to the Basic Financial Statements 

Year Ended June 30, 2020 
 

6 

(1) Nature of Business and Summary of Significant Accounting Policies  
 
Nature of Business 
 
The Fenner Valley Water Authority (Authority) was established on November 14, 2014, by a joint powers 
agreement between the Santa Margarita Water District (SMWD) and Fenner Valley Mutual Water 
Company, a California nonprofit mutual benefit corporation (FVMWC). The Authority was created for 
the purpose of providing joint exercise of powers for the governance of the Cadiz Valley Water 
Conservation, Recovery and Storage Project (the Project), a public private partnership designed to 
appropriate groundwater from wells on certain property overlying the Orange Blossom Wash, Cadiz, 
Bristol, and Fenner Valley aquifers and to deliver that groundwater for reasonable and beneficial uses via 
the Colorado River Aqueduct and other facilities necessary to the Project participants.  
 
The initial Members of the Authority are SMWD and FVMWC. SMWD is currently the Managing 
Member of the Authority, responsible for the day-to-day operation of the Authority and will remain as 
the Managing Member unless and until it withdraws as the Member of the Authority or there is unanimous 
agreement of the Members to transition the role of Managing Member to a successor public agency. Any 
new member of the Authority must be either a public agency as defined by the Joint Exercise of Powers 
Act, set forth in Chapter 5 of Division 7 of Title 1 of the California Government Code Sections 6500 et 
seq., or a mutual water company as defined by California Government Code Section 6525 and subject to 
certain requirements in the joint powers agreement. The initial Board of Directors is comprised of 3 
Directors and 3 Alternate Directors. Each Member shall appoint one Director and one Alternate Director 
to the Board. The Managing Member shall appoint on additional Director and one additional Alternate 
Director. Alternate Directors have no vote and shall not participate in any discussions or deliberations of 
the Board if the Director is present. If a Director is not present, or if a Director has a conflict of interest 
which precludes participation in any decision-making process, the Alternate Director appointed to act in 
his or her place shall assume all rights of the Director, and shall have the authority to act in his or her 
absence, including casting votes on matters before the Board. 

  
Reporting Entity 
 
Accounting principles generally accepted in the United States of America (U.S. GAAP) require that the 
reporting entity include (1) the primary government, (2) organizations for which the primary government 
is financially accountable and (3) other organizations for which the nature and significance of their 
relationship with the primary government are such that exclusion would cause the reporting entity’s 
financial statements to be misleading or incomplete. The Authority has considered all funds, 
organizations, agencies and departments for which the Authority is financially accountable.  
 
A summary of the Authority’s significant accounting policies is as follows: 

 
(a) Financial Statement Presentation and Basis of Accounting 
 

The accounting policies of the Authority conform to U.S. GAAP applicable to state and local 
government agencies and, as such, the Authority is accounted for as an enterprise fund. The basic 
financial statements presented are reported using the economic resources measurement focus and the 
accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are 
recorded when the liabilities are incurred. This measurement focus emphasizes the determination of 
the change in the Authority’s net position. 
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FENNER VALLEY WATER AUTHORITY 
Notes to the Basic Financial Statements (Continued) 

Year Ended June 30, 2020 
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(1) Nature of Business and Summary of Significant Accounting Policies (Continued) 
 

(b) Net Position 
 

Net position represents the difference between assets and deferred outflows of resources less liabilities 
and deferred inflows of resources. Net position is reported as restricted when there are limitations 
imposed on their use, either through Authority resolution or external restrictions imposed by outside 
parties for use for a specific purpose. There are no limitations on the use of net position at June 30, 
2020.  
 

(c) Use of Estimates 
 
The preparation of financial statements requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities 
at the date of the financial statements, and the reported amounts of revenue and expenses during the 
reporting period. Actual results could differ from these estimates. 
 

(d) Concentrations 
 

The Authority’s costs incurred in connection with the development and construction of the Project 
are funded primarily by Cadiz, Inc. as agreed to by Cadiz, Inc. through a Facilities Lease. Pursuant to 
the Facilities Lease, the Authority will collect a Capital Recovery Charge from the Project 
participants. 

 
(e) New Accounting Pronouncements  

 
The following pronouncements were issued by the Governmental Accounting Standards Board 
(GASB), but were postponed through the adoption of GASB Statement No. 95, Postponement of the 
Effective Dates of Certain Authoritative Guidance, which extended the effective dates of various 
GASB pronouncements by at least one year, and the Authority is assessing what financial statement 
impact, if any, these Statements will have: 

 GASB Statement No. 84, Fiduciary Activities effective for the year ending June 30, 2021. 

 ASB Statement No. 87, Leases, effective for the year ending June 30, 2022. 

 GASB Statement No. 90, Majority Equity Interests- an amendment of GASB Statements No. 
14 and No. 61 effective for the year ending June 30, 2021. 

 GASB Statement No. 92, Omnibus 2020, effective upon issuance for the requirements related 
to the effective date of GASB Statement No. 87 and Implementation Guide 2019-3, 
reinsurance recoveries, and terminology used to refer to derivative instruments. The other 
requirements will be effective for the year ending June 30, 2022. 

The Authority is also assessing the impact, if any, of the following Standards to the financial statements: 

 GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability 
Payment Arrangements, effective for the year ending June 30, 2023. 

 GASB Statement No. 96, Subscription-Based Information Technology Arrangements, 
effective for the year ending June 30, 2023.  
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FENNER VALLEY WATER AUTHORITY 
Notes to the Basic Financial Statements (Continued) 

Year Ended June 30, 2020 
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(2) Cash and Cash Equivalents 
 

Cash and cash equivalents consist of the following at June 30, 2020: 
 

Cash in bank    $73,170  
 

Custodial Credit Risk: Custodial credit risk for deposits is the risk that, in the event of the failure of a 
depository financial institution, the Authority will not be able to recover its deposits or will not be able to 
recover collateral securities that are in the possession of an outside party. The Authority does not have a 
deposit policy for custodial credit risk. The Authority is subject to custodial credit risk for amounts that 
exceed Federal Deposit Insurance Corporation (FDIC) insurance limits of $250,000 per financial 
institution. The California Government Code does not contain legal or policy requirements that would 
limit the exposure to custodial credit risk for deposits other than the following: a) the California 
Government Code requires that a financial institution secure deposits made by state or local government 
units by pledging securities in an undivided collateral pool held by a depository regulated under state law 
(unless so waived by the governmental unit), b) the fair value of the pledged securities in the collateral 
pool must equal at least 110% of the total amount deposited by the public agencies and c) California law 
also allows financial institutions to secure Authority deposits by pledging first deed of trust mortgage 
notes having a value of 150% of the secured public deposits. As of June 30, 2020, the Authority has 
deposits with a bank balance of $73,170 which is federally insured.  

 
(3) Due to Santa Margarita Water District 
 

Due to SMWD in the amount of $6,313 as of June 30, 2020, represents various administrative and general 
expenses incurred by SMWD on behalf of the Authority.  
 

(4) Accounts Payable 
 

Accounts payable in the amount of $10,091 as of June 30, 2020, represents amounts owed to vendors 
for professional services.  
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December 17, 2020 

To the Board of Directors 

Fenner Valley Water Authority 

Rancho Santa Margarita, California 

We have audited the financial statements of the Fenner Valley Water Authority (the Authority) as of and 
for the year ended June 30, 2020, and have issued our report thereon dated December 17, 2020. 

Professional standards require that we advise you of the following matters relating to our audit. 

Our Responsibility in Relation to the Financial Statement Audit 

As communicated in our auditor and management responsibility letter dated September 11, 2020, our 

responsibility, as described by professional standards, is to form and express an opinion about whether 
the financial statements that have been prepared by management with your oversight are presented fairly, 

in all material respects, in accordance with accounting principles generally accepted in the United States 

of America. Our audit of the financial statements does not relieve you or management of your respective 
responsibilities. 

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain 
reasonable, rather than absolute, assurance about whether the financial statements are free of material 

misstatement. An audit of financial statements includes consideration of internal control over financial 

reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for 

the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial 
reporting. Accordingly, as part of our audit, we considered the internal control of the Authority solely 

for the purpose of determining our audit procedures and not to provide any assurance concerning such 

internal control. 

We are also responsible for communicating significant matters related to the audit that are, in our 

professional judgment, relevant to your responsibilities in overseeing the financial reporting process. 

However, we are not required to design procedures for the purpose of identifying other matters to 
communicate to you.  

Planned Scope and Timing of the Audit 

We conducted our audit consistent with the planned scope and timing we previously communicated to you 

in our planning communication letter dated September 11, 2020. 

Compliance with All Ethics Requirements Regarding Independence 

The engagement team, others in our firm, as appropriate, our firm, and our network firms have complied 
with all relevant ethical requirements regarding independence. 
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Qualitative Aspects of the Entity’s Significant Accounting Practices 

 

Significant Accounting Policies 

 

Management has the responsibility to select and use appropriate accounting policies. A summary of the 
significant accounting policies adopted by the Authority is included in Note 1 to the financial statements. 

The District implemented Governmental Accounting Standard Board (GASB) Statement No. 95, 

Postponement of the Effective Dates of Certain Authoritative Guidance for the year ended June 30, 2020, 
as described in Note 1. There is no significant impact to the District’s financial statements due to the 

implementation of this new pronouncement. The application of existing policies was not changed during 

the year. No matters have come to our attention that would require us, under professional standards, to 
inform you about (1) the methods used to account for significant unusual transactions and (2) the effect of 

significant accounting policies in controversial or emerging areas for which there is a lack of authoritative 

guidance or consensus. 

 
Significant Accounting Estimates 

 

Accounting estimates are an integral part of the financial statements prepared by management and are based 
on management’s current judgments. Those judgments are normally based on knowledge and experience 

about past and current events and assumptions about future events. Certain accounting estimates are 

particularly sensitive because of their significance to the financial statements and because of the possibility 
that future events affecting them may differ markedly from management’s current judgments. We found 

the Authority financial statements for the year ended June 30, 2020 did not contain particularly sensitive 

accounting estimates that required us to conclude on the reasonableness of those estimates.   

 
Financial Statement Disclosures  

 

The financial statement disclosures are neutral, consistent and clear. 
 

Difficulties Encountered during the Audit 

 

We encountered no difficulties in dealing with management relating to the performance of the audit. 
 

Uncorrected and Corrected Misstatements 

 
For purposes of this communication, professional standards require us to accumulate all known and likely 

misstatements identified during the audit, other than those that we believe are trivial, and communicate 

them to the appropriate level of management. Further, professional standards require us to also 
communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of 

transactions, account balances or disclosures, and the financial statements as a whole. There were no 

misstatements detected as a result of audit procedures and corrected by management which were material, 

either individually or in the aggregate, to the financial statements taken as a whole. In addition, there were 
no uncorrected misstatements noted as a result of the audit procedures. 

 

Disagreements with Management 

 

For purposes of this letter, professional standards define a disagreement with management as a matter, 

whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter, 

which could be significant to the Authority’s financial statements or the auditor’s report. No such 

disagreements arose during the course of the audit. 
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Representations Requested from Management 

 

We have requested certain written representations from management which are dated December 17, 2020. 

 

Management’s Consultations with Other Accountants 

 

In some cases, management may decide to consult with other accountants about auditing and accounting 

matters. Management informed us that, and to our knowledge, there were no consultations with other 

accountants regarding auditing and accounting matters. 

 

Other Significant Matters, Findings, or Issues 

 
In the normal course of our professional association with the Authority, we generally discuss a variety of 

matters, including the application of accounting principles and auditing standards, operating and regulatory 

conditions affecting the entity, and operational plans and strategies that may affect the risks of material 
misstatement. None of the matters discussed resulted in a condition to our retention as the Authority’s 

auditors. 

 

This report is intended solely for the information and use of the Board of Directors and management of the 
Authority and is not intended to be and should not be used by anyone other than these specified parties. 

 

 
Very truly yours, 

 

 
 

Macias Gini & O’Connell LLP 
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FENNER VALLEY WATER AUTHORITY 

MEMORANDUM 

 
TO:  Board of Directors  DATE: December 17, 2020 
 
FROM:  Plante Moran, Accounting Consultants 
 
SUBJECT:   Interim Financial Statements as of November 30, 2020  
 
 

FINANCIAL SUMMARY HIGHLIGHTS 

For the Authority’s period ending November 30, 2020, the total expenses incurred to date are 
$20,794 (approximately 21.66% of the annual budget).   

Activity through November 30th are comprised of the following: 

• Annual insurance premium for the Authority was paid. 

• Administration and accounting expenses, including first quarter expenses paid to the 
Santa Margarita Water District. 

• The first and second invoice for the June 30, 2020 audit were recorded and paid.  
 

Below are the details of both the Authority’s Balance Sheet and Income Statement through 
November 30, 2020: 
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Board of Directors  
December 17, 2020 
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Note: These financial statements have not been subjected to an audit, review or compilation engagement, and no 
assurance is provided on them. 

 

 
Note: These financial statements have not been subjected to an audit, review or compilation engagement, and no 
assurance is provided on them. 
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