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District Services

The District provides water to a population of approximately 75,000 citizens in Goleta and parts of Santa
Barbara. There are more than 16,000 active water accounts within the District. The District uses
approximately 230 miles of pipeline to provide water to its customers.

Since 1956, the majority of the District's water supply has come from the Cachuma Lake Project, located
in the mountains just north and west of the District. Water from Cachuma Lake is divided among five
water purveyors, including the District. The District is entitled to 36.25 percent of the Lake's available
supply - the equivalent of approximately 9,300 acre-feet per year.

In July 1997, Goleta and its surrounding communities along the South Coast were connected to the state
Water Project by a 143-mile pipeline, treatment plant and other facilities. State water will help ensure an
adequate water supply to the Goleta community during dry periods. The District will receive
approximately 4,500 acre-feet per year from the State Water Project.

The District has the capability to produce about 2,000 acre-feet of water per year from 12 District-owned
wells in the Goleta ground-water basin. In addition, GWD can use 13 other privately and publicly owned
wells for injection of treated water to recharge the ground-water basin.

Economic Condition and Ou
The District offices are located in the Goleta Valley in Santa Barbara County. Santa Barbara and Ventura
counties have shown the healthiest economic growth in the region. The economic outlook for Southern
California is one of cautious growth. However, Santa Barbara and Ventura counties have shown stronger
growth than other parts of Southern California, which is projected to continue through 2006.

California’s water supply continues to be a concern due to projected population increases. This concern
has increased interest in conservation and in irrigation methods and systems. The District has led the area
in its conservation efforts and will continue to make strides in this area.

Major Initiatives

The activities of the Board and staff of the District are driven by its Mission Statement: “To provide an
adequate supply of quality water at the most reasonable cost to our present and future customers”. The
strategic goals adopted by the Board of Directors are:

1. To supply clean, wholesome water to the community and provide water for the future.

2. To plan, construct, operate, maintain and upgrade the water system facilities to adequately serve
customer needs.

3. To utilize the District’s financial resources in an effective, responsible, and prudent manner.

All programs and operations of the District are developed and performed to provide the highest level of
services to its customers.

Internal Control Structure

District management is responsible for the establishment and maintenance of the internal control structure
that ensures the assets of the District are protected from loss, theft or misuse. The internal control
structure also ensures adequate accounting data is compiled to allow for the preparation of financial
statements in conformity with generally accepted accounting principles. The District’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 exceed the benefits likely to be
derived, and (2) the valuation of costs and benefits requires estimates and judgments by management.
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Budgetary Control

The District Board of Directors annually adopts an operating and capital budget prior to the new fiscal
year. The budget authorizes and provides the basis for reporting and control of financial operations and
accountability for the District’s enterprise operations and capital projects. The budget and reporting
treatment applied to the District is consistent with the accrual basis of accounting and the financial
statement basis.

Investment Policy

The Board of Directors annually adopts an investment policy that conforms to state law, District
ordinance and resolutions, prudent money management, and the “prudent person” standards. The
objective of the Investment Policy is safety, liquidity and yield. District funds are invested in the State
Treasurer’s Local Agency Investment Fund, Great Pacific Securities, Bank of New York and institutional
savings and checking accounts.

Water Rates and District Revenues

District policy direction ensures that all revenues from user charges and surcharges generated from
District customers must support all District operations including capital project funding. Accordingly,
waier rates are reviewed periodically. Water rates are user charges imposcd on customers for services
and are the primary component of the District’s revenue. Water rates are composed of a commodity
(usage) charge and a fixed (readiness-to-serve) charge.

Water Conservation Programs

The District presents an interactive conservation presentation to local elementary schools throughout the
year. The presentation includes a hands-on demonstration of the Enviroscape model which explains how
water pollution occurs and offers various preventative measures. Students as well as members of the
general public also can take home books and check out videos that encourage water conservation and
educate them about the history of water in California.

Audit and Financial Reporting

State Law and Bond covenants require the District to obtain an annual audit of its financial statements by
an independent certified public accountant. The accounting firm of Charles Z. Fedak & Co., CPAs has
conducted the audit of the District’s financial statements. Their unqualified Independent Auditor’s Report
appears in the Financial Section.

Risk Management

The District is a member of the Association of California Water Agencies Joint Power Insurance
Authority (Authority). The purpose of the Authority is to arrange and administer programs of insurance
for the pooling of self-insured losses and to purchase excess insurance coverage.

Other References

More information is contained in the Management’s Discussion and Analysis and the Notes to the Basic
Financial Statements found in the Financial Section of the report.
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