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December 8, 2020 
 
To our Ratepayers, Members of the Budget & Finance Committee, and the Board of Directors of Rainbow 
Municipal Water District: 

  
We are pleased to present the Rainbow Municipal Water District’s (RMWD, District), Comprehensive 
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2020.  This document, which contains a 
complete set of basic financial statements, is presented in conformity with generally accepted accounting 
principles (GAAP) and audited in accordance with generally accepted auditing standards by a firm of 
licensed certified public accountants.  State law requires that all special-purpose local governments 
publish these basic financial statements within six months of the close of the agency’s fiscal year.  This 
report is published to fulfil that requirement and to provide the Board of Directors (Board), the public, 
and other interested parties these basic financial statements.  

 
This report contains management’s representations concerning the finances of the District.  Management 
assumes full responsibility for the completeness and reliability of the information contained in this report, 
based upon a comprehensive framework of internal controls that have been established for this purpose.  
These controls are designed to protect the District’s assets from loss, theft, or misuse, and to ensure 
sufficiently reliable information for the preparation of the District’s basic financial statements 
inconformity with GAAP.  The District’s internal controls have been designed to provide appropriate 
assurance that the basic financial statements will be free from material misstatements.  As management, 
we assert that this financial report is complete and reliable in all material respects. 

 
The districts basic financial statements have been audited by Lance, Soll & Lunghard, LLP, a firm of licensed 
certified public accountants.  The goal of the independent audit was to provide reasonable assurance that 
the financial statements for fiscal year ended June 30, 2020 are free of material misstatement.  The 
independent audit involved examining on a test basis, evidence supporting the amounts and disclosures 
in the basic financial statements, assessing the accounting principles used and significant estimates made 
by management, and evaluating the overall financial statement presentation  The independent auditor 
rendered an unmodified option that the District’s basic financial statements for the fiscal year ended  
June 30, 2020, are fairly presented, in conformity with GAAP.  The independent auditor’s report is 
presented as the first component of the financial section of this report.   

 
A profile of the District is presented in the Introductory Section.  In the Financial Section, Management’s 
Discussion and Analysis (MD&A) immediately follows the independent auditor’s report and provides an 
overview and analysis of the basic financial statements.  The letter of transmittal and introduction is 
designed to complement the MD&A and should be read in conjunction with it.  This report includes all 
disclosures management believes necessary to enhance your understanding of the financial condition of 
the District. 
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DISTRICT PROFILE 
 
The Rainbow Municipal Water District was organized on December 20, 1953, under the  
Municipal Water District Act of 1911 (commencing with section 71000 of the California Water Code).   
The Board of Directors is composed of five members who are elected by divisions of the District for  
four-year alternating terms, with the president being elected by the Board from among its members.  
Advisory Committees composed of residents from all divisions of the District assist the Board in water 
issues and financial planning. Operation, maintenance, and administration of the system is carried out by 
a staff of 57 full time employees under the direction of the General Manager, Thomas Kennedy.  
 

The Rainbow Municipal Water 
District, comprising a total area of 
82 square miles, is located in 
northeast San Diego County, 
approximately two hours driving 
time from Los Angeles and one hour 
from San Diego. It is approximately 
40 miles northeast of downtown 
San Diego, California and 90 miles 
southeast of the City of Los Angeles. 
The District shares common 
boundaries with Riverside County, 
Camp Pendleton Marine Corps 
Base, the unincorporated 
community of Fallbrook and the 
City of Oceanside. The District 
boundaries encompass the 
unincorporated communities of 
Rainbow and Bonsall, as well as 
portions of Pala, Fallbrook and 
Vista. 

The principal activity of the District is the development and operation of a water transmission and 
distribution system capable of delivering potable water throughout the District. The District’s area of 
service is predominantly agricultural and includes approximately 5,300 homes and a total metered service 
of 8,566.   In addition to water service, the District provides sewerage collection and disposal service to 
approximately 3,059 accounts. 
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SERVICE AREA AND LOCAL ECONOMY 
 
San Diego County is the second-most populous county in the state and the fifth-most populous in the 
United States. The District is located in the north-east region of the county and is rural in character with 
agriculture being the top industry within the district boundaries. The District borders the U.S. Marine 
Corps Base Camp Pendleton, making the District’s service area a suburb for Camp Pendleton’s active 
military and civilian-service workers as well as commuters that work to the south in San Diego and to the 
North in Riverside and Orange Counties. The service area’s 2018 population is estimated to be 19,944. 
The District’s population has grown recently with the addition of housing developments. The median 
household income in Bonsall was $83,750 for 2018, which is higher than the state median of $71,228 and 
higher than the national average of $63,179. Demographics for the District’s service area are difficult to 
quantify due to the various towns and unincorporated areas covered by the District.  The San Diego 
Association of Governments (SANDAG) projects that the County’s population will approach 4.4 million 
residents in 2050, up from 3.3 million in 2016. The District’s 2050 housing density is expected to increase 
slightly as housing demands increase.  

 
DISTRICT POWERS 
 
The District has broad general powers to perform all necessary or proper acts, including but limited to the 
authority to acquire, plan, construct, maintain, improve, operate and repair necessary works for the 
transmission and distribution of water for irrigation and other purposes and for reclamation of such water; 
the right of eminent domain; authority to levy taxes or, in lieu thereof, to fix and collect charges for water, 
including standby charges made to holders of title to land to which water may be made available, whether 
or not the water is actually used; authority to establish rules and regulations for the sale and distribution 
of water including rules for providing that water shall not be furnished to persons against whom there are 
delinquent water charges; authority to contract with the Unites States, the State and the agencies of 
either; and the power to join with one or more public agencies, private corporations or other persons for 
the purpose of carrying out any of the powers of the District. 

 
FINANCIAL POLICIES 
 
The District maintains certain policies that govern aspects of the District’s financial management.  
The District’s maintains the following policies:  

Debt Management Policy – Defines the District’s debt management.  
Investment Policy – Establishes permitted investments in compliance with State Code.  
Fund Balance/Reserve Policies – Set target balances for reserves and working capital.  
Capitalization Policy – Establishes the parameters for defining an operating or capital expenditure.  
Purchasing Policy – Establishes rules and limits for approval of purchases to ensure efficient 
buying and control of District assets. 
 

These policies can be found on the District’s website as part of the District’s Administrative Code. 
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WATER SUPPLY OPERATIONS 
 
Since Rainbow Municipal Water District began water service in 1954, the District’s source of supply has 
been water purchased from the San Diego County Water Authority (SDCWA). About 66% of the water is 
used for agricultural purposes; all water is of domestic quality. 
 
SDCWA is a County Authority organized on June 9, 1944 under the County Authority Act, California 
Statutes 1943, Chapter 545, as amended. SDCWA’s primary purpose is to supply water to areas in the 
County for distribution to the SDCWA’s member agencies in order to meet their respective needs. 
SDCWA’s service area encompasses 1,418.2 square miles, which represents about one-half of the land 
acreage of the County.  There are currently 24 member agencies served by the SDCWA consisting of  
6 cities, 17 special districts and the US Marine Corps base at Camp Pendleton. The SDCWA receives its 
water from the Metropolitan Water District of Southern California, of which the Authority is a member 
agency. Delivery of this water is made by San Diego County Water Authority through aqueducts, all of 
which traverse the District. 
 
Historically, SDCWA depended almost exclusively on water supplies imported from the Colorado River 
and Northern California by the Metropolitan Water District of Southern California. That changed in 2003 
with the start of the largest farm-to-urban water conservation and transfer agreement in the nation with 
the Imperial Irrigation District, which now accounts for about one-third of San Diego County’s water 
supply. In late 2015, the Water Authority added a new water source to its portfolio with the completion 
of the nation’s largest seawater desalination plant in Carlsbad. Today, the Water Authority and its member 
agencies have identified potable reuse of recycled water as the next major source of local water supply, 
while continuing to aggressively promote water conservation as a civic responsibility. 
 
The Water Authority is governed by a 36-member Board of Directors representing the 24-member 
agencies. A member of the San Diego County Board of Supervisors also serves as a non-voting member to 
the Water Authority Board. 

 
The Metropolitan Water District is a regional wholesaler that delivers water to 26 member public agencies 
14 cities, 11 municipal water districts, one county water authority which in turn provides water to more 
than 19 million people in Los Angeles, Orange, Riverside, San Bernardino, San Diego and Ventura counties. 
The Metropolitan Water District, to supplement its water supply from the Colorado River, has entered 
into a contract with the State of California for the delivery of water via the State Water Project. 
Metropolitan is governed by a 38-member board of directors who represent their respective member 
agencies ensuring each member agency is part of the governance of Metropolitan. 
 
To supply the more than 300 cities and unincorporated areas in Southern California with reliable and safe 
water, Metropolitan owns and operates an extensive water system including: The Colorado River 
Aqueduct, 16 hydroelectric facilities, nine reservoirs, 819 miles of large-scale pipes and five water 
treatment plants. Four of these treatment plants are among the 10 largest plants in the world. In fact, 
Metropolitan is the largest distributor of treated drinking water in the United States. The District imports 
water from the Feather River in Northern California and the Colorado River to supplement local supplies. 
It also helps its member agencies develop water recycling, storage and other local resource programs to 
provide additional supplies and conservation programs to reduce regional demands. 
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Metropolitan currently delivers an average of 1.7 billion gallons of water per day to a 5,200-square-mile 
service area. 
 
WATER SYSTEM DESCRIPTION 
 
RMWD's existing water distribution system is comprised of 12 major pressure zones with storage facilities. 
Four of the major zones are supplied directly from SDCWA aqueduct connections and the remaining major 
zones are supplied through pressure reducing stations or booster pump stations. In addition to the major 
zones, there are 30 reduced pressure areas that are supplied from the major zones through pressure 
reducing stations. The existing distribution system has over 320 miles of pipelines ranging in size from 4-
inches to 42-inches in diameter.  
 
WATER SYSTEM OPERATIONS 
 
Operation of the RMWD water distribution system is very complex due to the large number of pressure 
zones, supply locations, and large capacity storage facilities which require frequent cycling or turnover to 
maintain water quality. Furthermore, the water distribution system is flexible in that supply from the eight 
aqueduct connections can be routed to different parts of the distribution system by making changes to 
several key valve settings. Reservoir water levels are connected to the RMWD Supervisory Control and 
Data Acquisition (SCADA) system, such that the water operators are able to monitor the system 
throughout the day at the water operations center. 
 
Tank water levels in several pumped zones are operated in a fill/drain mode with water levels set low to 
improve the turnover rate. In addition to normal supply operations, system operators have several 
documented procedures for alternative supplies to zones.  In the event that pump stations fail or when 
aqueducts are shut down for service, tanks need to be removed from service. During planned shutdowns 
of the SDCWA Second Aqueduct (Connections 3, 6, 7, 8, 9, and 11), water from the North and Northside 
Reservoirs is supplied down to the Canonita Zone through bypass valves and pressure reducing stations. 
The remaining zones normally supplied from the Second Aqueduct are supplied from excess storage 
capacity in the Morro Reservoir via temporary diesel-powered pumps.
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Four portable pumps are utilized to pump water from the Morro Zone to the South Zone. Supply to the 
South Zone can also be supplemented from the City of Oceanside’s Weese Water Filtration Plant from a 
portable pump. The Northside Zone, North Zone, and all zones that are pumped from the North Zone are 
normally supplied from Connections 1 and 10 on the First Aqueduct and Connection 9 on the Second 
Aqueduct. During a shutdown of both aqueducts, these zones rely on water from in-zone tank storage, 
the North and Northside Reservoirs, and additional supply from FPUD’s Red Mountain Reservoir, which is 
pumped into the North Reservoir. An emergency pump station at the Beck Reservoir site can also be 
utilized during a shutdown of both aqueducts to supply the Canonita Zone from the Pala Mesa Zone. 
 
WASTEWATER FACILITIES 
 
The District provides sewerage collection and disposal service to approximately 3,059 accounts, maintains 
6 lift stations and 60 miles of sewer main. On February 13, 2002, Rainbow Municipal Water District 
entered into a contract with the City of Oceanside, California to provide for the construction, operation, 
maintenance, and replacement of a wastewater system to service the needs of both The City and the 
District. The City owns the wastewater conveyance, treatment, and disposal facilities and the District has 
the contractual right to discharge wastewater into the City’s system.  
 
LONG RANGE PLANNING 
 
At the April 26, 2016 Board Meeting the 2016 Water and Wastewater Master Plan Update was adopted 
by the Board of Directors. The purpose of the Master Plan Updates is to identify potential system 
deficiencies, confirm transmission main sizing and identify future capital improvement projects based on 
updated ultimate demand projections. The District's most recent water and wastewater master plans 
were prepared in 2006. There is the potential for a considerable amount of new development both within 
and outside the current District boundaries in the near future. The water and wastewater master plans 
serve as the basis for critical infrastructure decisions and capital fees. The master plans consider both 
existing, and ultimate, year 2030, conditions. 
 
The District implemented a Strategic Plan in 2016 with specific Goals.  It is a living document as the 
condition in the area of water supply and reclamation change over time.  The Strategic Plan is reviewed 
by the Board annually along with various goals and objectives presented by staff.  At intervals not to 
exceed five years, the Board will revisit the Mission Statement, Values, and Strategic Focus Areas to ensure 
that they remain aligned with the needs of the District at that time.  A full update of the status of the goals 
and sub goals is published on the District website annually in the Budget document. 
 
The district is in the process of implementing a strategic capital improvement plan to facilitate 
prioritization within the District’s key focus areas: Water Pipeline Rehabilitation/Replacement, 
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Wastewater System Upgrades/Expansion, Water System Storage, Water System Pump Stations, District 
Headquarter Facility, and Wholesale Water Efficiency Projects. 
 
Wholesale Water Efficiency Projects are a major challenge for the district as 100% of our water is imported 
through the SDCWA.  Since the resolution of a lawsuit brought by North County member agencies against 
the San Diego County Water Authority, the two northernmost districts, Rainbow MWD and the Fallbrook 
Public Utilities District, have not had to pay the SDCWA transportation charge on water delivered through 
our direct connections to the MWD Aqueduct system.   Currently, that fee is over $160 per acre foot a 
substantial sum.   Over the last few years, the Districts System Operators have been shifting as much of 
our demands to those connections as possible.   Now, about 60% of our water purchases come from these 
northerly MWD connections.  However, the transportation charge on the remaining 40% of the water 
amounts to about $1 Million per year and that cost is going up every year.   It is in the best interest of the 
District’s ratepayers to move as much demand as possible onto our northerly MWD connections in order 
to provide the same water at a lower cost.   The challenge is moving water from these connections two 
on the east of I-15 and two on the west into the southerly service area.   A key east/west connector from 
the Rice Canyon Tank down to the Pardee development is currently in design and will be constructed as 
part of that project.   This pipeline will greatly increase the amount of water that can be delivered from 
our connection 10 east of Rice Canyon Road into the main service area in Bonsall.  
 
The District is separately pursuing a full detachment from SDCWA and should it be successful we will rely 
solely on these northerly MWD connections.   Savings from detachment are currently estimated at about 
$7 Million per year.   This process will take a few more years to conclude and the outcome is far from 
certain at this point. 
 
AWARDS AND ACKNOWLEDGEMENTS  
 
The District was awarded the District of Distinction Accreditation by the Special District Leadership 
Foundation (SDLF) for its sound governance and fiscal management practices and policies.  To receive the 
award, a special district must undergo regular financial audits and have no major deficiencies. Board 
members and management staff must undergo extensive training in sound governance practices and 
management. Their operations must conform to all statutes and regulations under state law as reflected 
in a clear and robust set of policies and procedures. They must also have completed SDLF’s District 
Transparency Certificate of Excellence which is awarded every other year and was presented to Rainbow 
MWD in 2015, 2017 and 2019.  To receive the Transparency Certificate of Excellence, a special district 
must demonstrate the completion of essential governance transparency requirements, including 
conducting ethics training for all board members, properly conducting open and public meetings, and 
filing financial transactions and compensation reports to the State Controller in a timely manner. 

The Government Finance Officers Association of the United States and Canada (GFOA) presented the 
award of Distinguished Budget Presentation Award to Rainbow Municipal Water District for the annual 
budget for the fiscal year beginning July 1, 2019.  In order to receive this award a governmental unit must 
publish a budget document of the very highest quality that adheres to the program standards set by the 
GFOA.  The award is valid for a period of one year only.  We believe the FY 2021 budget continues to meet 
the program requirements and will be submitted to the GFOA to determine its eligibility for another 
award.   
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This is the first year the district has prepared a CAFR and will be submitting this document to GFOA to 
determine eligibility for the Distinguished CAFR Presentation Award.  

We would like to thank the Board of Directors for providing the direction and support necessary for the 
preservation of the District’s internal controls, financial sustainability, and high standard of financial 
management.   

 
 

Tom Kennedy   Tracy Largent, CPA 
General Manager  Finance Manager 
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Fiscal Year ending June 30, 2020 
 

Current Board of Directors: 

Division 1:  Director Helene Brazier 

Division 2:  Director Hayden Hamilton 

Division 3:  Director Miguel Gasca 

Division 4:  Director Carl Rindfleisch 

Division 5:  Director Michael Mack 

 

Prepared by District Management: 

General Manager – Tom Kennedy 

Finance Manager – Tracy Largent, CPA 
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