
VALLEY CENTER MUNICIPAL WATER DISTRICT 

AGENDA 

Regular Meeting of the Board of Directors 

Monday, November 2, 2026 — 2:00 P.M. 
 

The VCMWD Board of Directors welcomes the public to attend its meetings both in-person 
at its Board Room and virtually via livestream. Please note that in the event of technical 
issues that disrupt the meeting livestream or receipt of public comments by phone or 
email, the meeting will continue, unless otherwise required by law, such as when a 
Director is attending the meeting virtually pursuant to certain provisions of the Brown Act. 
 
 

Instructions for members of the public who wish to address the Board of Directors:   
 
Members of the public can address the Board of Directors during “Public Comments” or on specific 
agenda items, may do so as instructed below.  All comments will be subject to a limit of three (3) minutes. 
 

• Making Public Comment for In-Person Attendance: Members of the public who wish to observe or to 
address the Board may join the Board Members at the noticed, physical location. A Request to Speak 
slip must be submitted to the Board Secretary prior to start of the meeting (if possible). 

• Phone Comments During the Meeting: Before the meeting, or before public comment period for 
the item closes during the meeting, submit a telephone number by email to the Board Secretary 
at publiccomments@vcmwd.org, together with the agenda item number, and the Board Secretary 
will call when the Board is ready to hear public comments; or 

• Emailed Comments: Before the meeting, or before public comment period for that item closes at 
the meeting, email your comments to the Board Secretary at publiccomments@vcmwd.org and 
they will be read aloud during the public comment period; or 

• Written Comments: Written comments can also be physically dropped off or mailed in advance of 
the meeting at the District’s Administrative Office located at 29300 Valley Center Rd., Valley Center, 
CA 92082, for receipt no later than 1:00 pm on meeting day. 

 

These public comment procedures supersede any District public comment policies and procedures 
to the contrary. If modifications or accommodations from individuals with disabilities are required, 
such persons should provide a request at least 24 hours in advance of the meeting by email to the 
Board Secretary at boardsecretary@vcmwd.org. 
 

Meeting Broadcast: Members of the public may watch the meeting electronically by visiting the 
District’s website at vcmwd.org/Board/Board-Documents and then clicking the 
link listed below “live stream” on the page.   

Meeting Documents: Board Meeting Packets (except for closed session materials) will be made 
available to the public once distributed to the Board. Please visit the District’s 
website at vcmwd.org/Board/Board-Documents for Agenda and related Board 
Meeting Documents.  

 

ROLL CALL 

 
APPROVAL OF AGENDA  
 

At its option, the Board may approve the agenda, delete an item, reorder items and add an item to the 
agenda (Government Code Section 54954.2). 

 
PUBLIC COMMENTS 
 

Comments and inquiries from the audience will be received on any matter not on the agenda, but 
within the jurisdiction of the Board. Comments and inquiries pertaining to an item on the agenda will 
be received during the deliberation of the agenda item (Government Code Section 54954.3). 

mailto:publiccomments@vcmwd.org
mailto:publiccomments@vcmwd.org
mailto:boardsecretary@vcmwd.org
http://vcmwd.org/Board/Board-Documents
http://vcmwd.org/Board/Board-Documents
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  2   November 2, 2026 

CONSENT CALENDAR ITEMS 
 

Consent calendar items will be voted on together by a single motion unless separate action is 
requested by a Board member, staff or member of the audience. 
 

1. Minutes of the Regular Board Meeting Held Monday, October 5, 2026; 

2. Treasurer’s Report for the Month Ending September 30, 2026;  

3. Audit Demands and Wire Disbursements;  

4. Expense Reimbursement Disclosures for July 1, 2026, through September 30, 2026; 
and 

5. VertexOne WaterSmart Software Renewal.  
 

ACTION / DISCUSSION 

 

6. Cole Grade Road Pipeline Replacement Phase 1 Project: Update, Budget Amendment, 
and Reimbursement Agreement Amendments: 
 

Staff will provide an update on the Cole Grade Road Pipeline Replacement Phase 1 Project and 

request adoption of Resolution No. 2026-39 approving a Fiscal Year 2026-27 budget amendment 

and authorizing amendments to the Reimbursement Agreement with the County of San Diego that 

reduce project costs. 

 

a.  Report by District Engineer 

b.  Discussion 

c.  Audience comments/questions 

d.  Motion to adopt Resolution No. 2026-39 approving a mid-year amendment to the Fiscal Year 

2026-27 Annual Budget to transfer $642,659 to the Cole Grade Road Pipeline Replacement 

Phase 1 Project and authorizing the General Manager to negotiate and execute amendments 

to the Reimbursement Agreement with the County of San Diego that reduce project costs. 

 

7. Water Fund Financial Outlook and Direction on the Development of Proposed Rate 
Increases: 
 

The Board will receive an update on the Water Fund’s financial outlook and consider providing input 

and direction to staff on the development of proposed water rate increases for future Board 

consideration in accordance with Proposition 218. 

 

a.  Report by General Manager 

b.  Discussion 

c.  Audience comments/questions 

d.  If desired, provide direction to staff on the development of proposed water rate increases for 

future Board consideration in accordance with Proposition 218. 
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8. Wastewater Fund Financial Outlook and Direction on the Development of Proposed 
Rate Increases: 
 
The Board will receive an update on the Wastewater Fund’s financial outlook and consider providing 

input and direction to staff on the development of proposed wastewater rate increases for future 

Board consideration in accordance with Proposition 218. 

 

a.  Report by General Manager 

b.  Discussion 

c.  Audience comments/questions 

d.  If desired, provide direction to staff on the development of proposed wastewater rate increases 

for future Board consideration in accordance with Proposition 218. 

  

ORAL / WRITTEN REPORTS 
 

9. Legislative, Regulatory, & Outreach Update; 
 

10. San Diego County Water Authority (SDCWA) Board Meeting Summary; 
 

11. General Information; 
 

DISTRICT GENERAL COUNSEL’S REPORT 
 

BOARD OF DIRECTORS’ AGENDA AND AB1234 REPORTING*  
 

* Directors must provide brief reports on meetings/events attended in the performance of their official duties for 
which compensation or reimbursement is provided.   Authority: Government Code Section 53232.3.  

 

CLOSED SESSION 
 

12. Closed Session will be held regarding the following two (2) items: 
 

• Government Code §54956.9(d)(2) − Conference with Legal Counsel, Anticipated 
Litigation - Significant exposure to litigation: Two potential cases.  
 

• Government Code §54957 − Public Employee Performance Evaluation: 

Unrepresented Employee: General Manager 
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ADJOURNMENT 

NOTICE TO THE PUBLIC 
 

This agenda was posted at least 72 hours before the meeting in a location freely accessible to the 
public. No action may be taken on any item not appearing on the posted agenda, except as provided 
by Government Code Section 54954.2. Any written materials provided to a majority of the Board of 
Directors within 72 hours prior to the meeting regarding any item on this agenda will be available for 
public inspection on the District’s website. The agenda is available for public review on the District’s 
website, http://www.vcmwd.org.  
 

For questions or request for information related to this agenda contact Coral Hutchins, Board 
Secretary, at (760) 735-4517 or publiccomments@vcmwd.org. Upon request, this agenda will be 
made available in appropriate alternative formats to persons with disabilities, as required by 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 the 
Board Secretary at least 48 hours before the meeting, if possible. 
 

 

 

— End of Agenda — 

http://www.vcmwd.org/
mailto:publiccomments@vcmwd.org


 

VALLEY CENTER MUNICIPAL WATER DISTRICT 

MINUTES 

Regular Meeting of the Board of Directors 

Monday, October 5, 2026 — 2:00 P.M. 
 

The Valley Center Municipal Water District Board of Directors’ meeting was called to order 
by President Ferro at 2:00 p.m. at District headquarters, 29300 Valley Center Road, Valley 
Center, California, and broadcast online via livestream. 
 
ROLL CALL 
Board Members Present: Directors Ferro, Stehly, Ness, Baker (departed at 4:04 p.m.), and Atkins 
(arrived at 2:06 p.m.). 
Board Members Absent: None. 
Staff Members Present: General Manager Leahy, Director of Finance & Administration Pugh, 
District Engineer Rocco, Director of Operations and Facilities Lovelady, Board Secretary Hutchins, 
Special Projects and Regulatory Compliance Manager Nichols, and General Counsel de Sousa.  
Special Presenters Present: Dana Friehauf, ACWA Region 10 Vice Chair; and Nancy Phan, 
Principal Consultant, Water Resources Economics (remote participation). 
 
PUBLIC COMMENT(S) 
 
President Ferro reviewed the procedures for public participation. Board Secretary Hutchins reported 
that no non-agenda public comments had been received. 

 
SPECIAL PRESENTATIONS 
 
1. ACWA Resolution Honoring Gary T. Arant: 
 

Dana Friehauf, ACWA Region 10 Vice Chair, presented ACWA Resolution No. 2026-05 honoring 
former General Manager Gary T. Arant. The resolution recognized his nearly 53 years of public 
service in California’s water industry, including more than 36 years with the District, and his 
leadership, mentorship and commitment to the Valley Center community. 

 
Ms. Friehauf and Board members recalled Mr. Arant’s contributions to ACWA and regional water 
reliability. No public comments were received on this item. 

 
Action: Presentation received; no Board action was taken. 

 
CONSENT CALENDAR ITEMS 
 
Consent Calendar items will be voted on together by a single motion unless separate action is 
requested by a Board member, staff or member of the audience. 
 

2. Minutes of the Regular Board Meeting Held Monday, September 21, 2026; 

3. Audit Demands; 

4. Treasurer’s Report for the Month Ending August 31, 2026; 

5. Adopt Resolution No. 2026-37 Requesting Approval of Amendments to the District’s 

Conflict of Interest Code Appendix; and 
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6.  Adopt Resolution No. 2026-38 Declaring the Meadows 35 Property as Exempt Surplus 

Land and Authorizing the Transfer of District Property Interests and Easements to the 

Adjacent Property Owner. 

 
Action: Upon motion by Ness, seconded by Baker; and carried with five (5) affirmative votes, 

the previously listed consent calendar items were approved. 
 

ACTION / DISCUSSION 
 
7. Updated: Water and Wastewater Financial Outlook and Rate Strategy: 
 

Director of Finance and Administration Pugh introduced Nancy Phan of Water Resources 
Economics, who reviewed updated financial models and proposed rate components for the Water 
Fund, Lower Moosa and Woods Valley Ranch. The presentation reviewed previous direction 
provided by the Board to increase the water and wastewater funds revenue to meet financial 
policies, pay-go pipeline replacement projects, apply rate increases on fixed charges, return to 
the Board to present sample bills of the proposed increases. 

 
For the water fund, staff proposed increasing the monthly capital improvement charge from $5.00 
to $15.50 for a three-quarter-inch meter, with the same percentage adjustment across meter 
sizes. Illustrated total bill increases were approximately 13.8 percent for a domestic/commercial 
customer, 5.6 percent for a small agricultural customer and 4.5 percent for a large agricultural 
customer. These examples included both local and pass-through costs and depended on the 
usage, meter size and pumping zone shown. 

 
For Lower Moosa, staff proposed increasing the capital improvement charge from $12.00 to 
$24.24 per equivalent dwelling unit. An alternative would delay treatment plant upgrades and debt 
issuance by two years, spread revenue adjustments over four years and begin with a $19.20 
capital charge. The consultant estimated approximately $650,000 in added construction inflation 
under that alternative.  
 
For Woods Valley Ranch, the presentation reviewed proposed July 2027 rate adjustments and 
the need to improve operating cost recovery and debt coverage. 

 
Public speaker, Mr. Prickett expressed concern about advance access to the detailed rate 
information, customer costs and acceleration of the original capital-charge phase-in. Staff and 
General Counsel explained that the proposed rates and a draft Proposition 218 notice would 
return for further Board review before notice mailing and a public hearing. 

 
Board discussion addressed slower phasing of the water capital charge, clearer explanations of 
dollar impacts and outside-agency costs, and documentation of District savings and efficiencies. 
Directors requested additional background on capital needs and the consequences of delaying 
Lower Moosa improvements. Staff discussed ongoing collection-system needs, longer-term 
master planning and the effect of delayed rate action on recovery of wholesale costs. 

 
Action:   By consensus, the Board directed staff to return with additional historical and financial 

explanations, District cost containment information, Water Fund capital-charge phasing 
alternatives and the Lower Moosa alternative presented. No additional Woods Valley 
Ranch alternatives were requested. Staff would return at the next meeting or the 
following meeting, depending on preparation time. No rates or Proposition 218 notice 
were approved, and no formal motion or vote was taken. 
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8. Gary T. Arant Legacy Award and Ordinance: 
 

General Manager Leahy presented the proposed Gary T. Arant Legacy Award, developed 
following the Board’s request to honor Mr. Arant’s dedication to public service. Ordinance No. 
2026-14 adds Section 7.9 to Article 7 of the District’s Administrative Code to establish the award. 

 
The annual award will recognize an employee whose service demonstrates leadership, 
mentorship, responsible stewardship and commitment to the District and its customers. Ms. Leahy 
proposed presenting the award in October in conjunction with Water Professionals Appreciation 
Week. No public comments were received. 

 
Action:   Upon motion by Atkins, seconded by Stehly; Ordinance No. 2026-14 was adopted with 

five (5) affirmative votes. 
 

ORDINANCE NO. 2026-14 
ORDINANCE OF THE VALLEY CENTER MUNICIPAL WATER DISTRICT 

AMENDING THE ADMINISTRATIVE CODE 
TO ADD SECTION 7.9 TO ARTICLE 7 AND ESTABLISH 

THE GARY T. ARANT LEGACY AWARD 
 

Was adopted by the following vote, to wit: 
 
AYES: Directors Ferro, Stehly, Baker, Atkins and Ness 
NOES: None 
ABSENT: None 

 
9. Regular Board Meeting Schedule Discussion: 
 

General Manager Leahy presented information requested by Director Atkins on the history of the 
District’s regular meeting schedule, regional meeting times, public participation and the potential 
effects of moving meetings to a later hour. The existing schedule is the first and third Monday of 
each month at 2:00 p.m. 

 
The Board discussed work and commuting schedules, attendance at other public meetings, and 
participation through in-person, telephone and written comments. Staff described the difference 
between viewing the livestream and participating remotely and offered to investigate interactive 
online options. No platform purchase or implementation was directed. 

 
Staff outlined potential after-hours overtime and meal costs, using an upper-end fully burdened 
overtime rate for nonexempt staff. The estimates depended on meeting timing, duration and 
staffing. General Manager Leahy stated that had no recommendation regarding the Board 
meeting time and would accommodate the Board’s preference, noting that the determination of a 
meeting time that best serves the Board and its constituents rests with the Board. Directors 
discussed the importance of controlling costs. 

 
No public comments were received on this item. 

 
Action:  The Board received the information. No motion or vote was taken. Board Meetings will 

continue to be held on the first and third Monday of each month, at 2:00 pm.  
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ORAL / WRITTEN REPORTS 
 
10. General Information: 
 

General Manager Leahy recognized Water and Wastewater Professionals Appreciation Week 
and thanked District staff. She planned to present the first Gary T. Arant Legacy Award at the 
end-of-month staff meeting, with future presentations during the appreciation week. The award’s 
form remained to be determined within the current adopted budget. She also reported that 
shared-services support for social media was being explored and that the anticipated public 
safety power shutoff event had not occurred. Board members acknowledged staff’s readiness 
over the weekend. No public comments were received. 

 
Action: Informational item only; no Board action was taken. 

 
11. San Diego County Water Authority (SDCWA) Board Meeting Summary: 
 

The Board received the written summary of the September 17, 2026 SDCWA Board meeting and 
an oral update on water exchange agreements and their financial implications for member 
agencies. 

 
The update described annual exchange volumes of 20,000 acre-feet with Western Municipal 
Water District, 12,500 acre-feet with Eastern Municipal Water District and 5,000 acre-feet with 
the City of Burbank, totaling 37,500 acre-feet. The presentation explained how the exchanges 
reduce exposure to unused take-or-pay supplies amid declining regional water sales. 

 
Discussion also addressed potential future exchanges, local supply projects and revised 
projections for wholesale rate increases. The presenter cautioned that the exchanges reduce 
existing supply obligations and should not be interpreted as a guarantee of lower customer rates. 

 
No public comments were received on this item. 

 
Action: Informational item only; no Board action was taken. 

 
DISTRICT GENERAL COUNSEL’S ITEM(S) 
 
General Counsel de Sousa reported that she had no report. 

 
BOARD OF DIRECTORS’ AB 1234 REPORTS ON MEETINGS ATTENDED 
 
Director Atkins reported attending the SDCWA Citizens Water Academy. The report covered 
presentations on regional water supplies and infrastructure, a water-rate budgeting exercise, and a 
tour of Olivenhain Reservoir. The director also described inviting the Champagne Village community 
manager to participate. No Board action was taken. 

 
CLOSED SESSION 
 
At any time during the regular session, the Board may adjourn to closed session to consider 
litigation, personnel matters, or to discuss with legal counsel matters within the attorney-client 
privilege. Discussion of litigation is within the attorney-client privilege and may be held in closed 
session (per Government Code § 54956.9). 
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A Closed Session was called by President Ferro at 4:04 P.M. pursuant to the following 
two (2) items: 

 
• Government Code § 54956.9(d)(2) - Conference with Legal Counsel, Anticipated 

Litigation: One potential case 

 

• Government Code § 54957 - Public Employee Performance Evaluation: 
Unrepresented Employee: General Manager 

 
General Counsel de Sousa stated that there was no reportable action. 

 
Reconvene: The Board reconvened in open session at 5:07 P.M. General Counsel de Sousa    

  that there was no reportable action. 

 
ADJOURNMENT 
 

Action:  Upon motion by Stehly, seconded by Ness; the regular meeting of the Board of Directors 
was adjourned at 5:07 p.m. by four (4) affirmative votes from Directors Ferro, Stehly, 
Atkins and Ness, with Director Baker absent. Board Secretary Hutchins noted that 
Director Baker had departed at 4:04 p.m. 

 
 
ATTEST:        ATTEST: 

 
 

 

 

 

                      
Coral L. Hutchins, Board Secretary    Enrico P. Ferro, President 

 
 
 



ACTIVE DEPOSITS Cost Basis
  Checking Accounts $829,606.13
  Deposits with Fiscal Agents

     TOTAL  ACTIVE  DEPOSITS $829,606.13

INVESTMENTS Market Average
Value Yield Percent

  Money Market Funds $19,612,260.72 3.91% 52.168% $19,614,581.02
  CAMP Term $3,014,843.84 4.20% 7.979% $3,000,000.00
  U.S. Treasury Notes 1,969,416.70 2.00% 5.280% 1,985,329.26
  Federal Agencies Securities 11,390,652.21 4.06% 31.251% 11,749,930.02
  Certificates of Deposit, insured 1,241,845.17 4.62% 3.322% 1,249,215.53

     TOTAL  INVESTMENTS $37,229,018.64 3.90% 100.000% $37,599,055.83

     TOTAL  ALL  FUNDS  $38,428,661.96

     TOTAL  ALL  FUNDS (PRIOR MONTH - AUGUST 2026) $38,781,358.57

Maturity Analysis of Investments

Percent Cost Basis
  Money Market Funds 52.168% $19,614,581.02
  Maturity within one year 9.293% 3,493,983.36
  Maturity later than one year 38.539% 14,490,491.45
    Total Investments 100.000% $37,599,055.83

  Weighted Average Days to Maturity 505
  Maximum permitted single investment maturity is 5 years.

Yield Comparatives

Security Term Yield Security Term Yield
LAIF 1 day 3.908% 12 mo. rolling T Bond 1 year 3.773%

T Bills 3 months 4.090% T Bonds 1 year 4.370%
T Bills 6 months 4.180% T Bonds 2 years 4.650%

Sufficient funds are available to meet the next six month's expenditure requirements. All investments are in compliance with the 
District's adopted statement of investment policy.  Market values for the Governmental / Federal Securities 
and Certificates of Deposit were provided by Zions Capital Advisors.  

 10/22/26
Reviewed by James V. Pugh, Treasurer

 
10/22/26

Received by Lindsay Leahy, General Manager Date

September 30, 2026
TREASURER'S REPORT - SUMMARY

VALLEY CENTER MUNICIPAL WATER DISTRICT

Page 1



ACTIVE DEPOSITS Cost Basis
Checking Accounts:

California Bank & Trust $813,688.85
California Bank & Trust $4,500.00
California Bank & Trust $10,017.28
Petty Cash $1,400.00

$829,606.13

INVESTMENTS Face Value Purchase Maturity Market Current
or Rating Date Date Value Yield

   Money Market Funds:
Local Agency Investment Fund $2,802,294.02 3.91% $2,802,294.02
County of San Diego Investment Fund $2,807,644.87 4.10% 2,845,641.10
Zions Institutional Liquidity Management $92,560.62 3.78% 92,560.62
CAMP $13,909,761.21 3.87% 13,874,085.28

$19,612,260.72 3.91% $19,614,581.02
  CAMP Term:  

CAMP Term 3,000,000            8/18/2026 8/16/2027 3,014,843.84 4.20% 3,000,000.00

$3,014,843.84 4.20% $3,000,000.00
  U.S. Treasury Notes:  

U S Treasury Notes 0.500% 1,275,000            7/10/2026 10/31/2027 1,219,666.99 0.52% 1,216,130.86
Federal Natl Mtg Assn 4.250% 500,000               3/30/2026 3/24/2031 485,559.12 4.26% 499,316.50
Federal Natl Mtg Assn 4.500% 270,000               4/1/2026 3/28/2031 264,190.59 4.50% 269,881.90

$1,969,416.70 2.00% $1,985,329.26
  Federal Agencies Securities - CB&T, a subsidiary of Zion Bank 

Federal Home Ln Mtg Corp 3.725% 1,036,000 2/17/2026 1/14/2028 1,021,080.13 3.73% $1,035,876.92
Federal Home Ln Mtg Corp 4.0850% 530,000 9/29/2025 9/18/2030 513,579.97 4.09% 529,355.55
Federal Home Ln Mtg Corp 4.125% 525,000 1/2/2026 12/16/2030 503,472.89 4.13% 524,952.01
Federal Home Ln Mtg Corp 4.070% 255,000 1/9/2026 12/17/2030 245,753.56 4.07% 255,000.00
Federal Home Ln Mtg Corp 4.150% 600,000 1/29/2026 1/28/2031 568,411.27 4.15% 599,890.95
Federal Home Ln Mtg Corp 4.100% 425,000 3/19/2026 3/19/2031 409,351.70 4.10% 425,000.00
Federal Home Ln Mtg Corp 4.250% 365,000 3/24/2026 3/24/2031 353,095.53 4.25% 365,000.00
Federal Home Loan Banks 1.05% 250,000 10/15/2021 10/15/2026 249,694.21 1.05% 250,000.00
Federal Home Loan Banks 3.500% 250,000 4/4/2024 2/25/2027 248,988.11 3.59% 243,983.36
Federal Home Loan Banks 4.700% 1,000,000 7/30/2024 7/30/2029 986,770.50 4.70% 1,000,000.00
Federal Home Ln Mtg Corp 4.500% 263,000 7/15/2025 5/23/2030 257,504.96 4.50% 262,983.32
Federal Home Loan Banks 4.040% 320,000 8/20/2025 8/20/2030 308,189.29 4.04% 320,000.00
Federal Farm Cr Bks 4.270% 419,000 8/27/2025 8/20/2030 405,678.05 4.27% 419,000.00
Federal Natl Mtg Assn 4.000% 800,000 9/10/2025 9/10/2030 770,749.91 4.00% 800,000.00
Federal Home Ln Mtg Corp 4.200% 480,000 10/21/2025 10/17/2030 464,100.84 4.20% 480,000.00
Federal Natl Mtg Assn 4.100% 320,000 11/14/2025 11/4/2030 303,021.93 4.10% 319,853.82
Federal Home Loans Banks 4.000% 620,000 12/8/2025 11/12/2030 589,343.70 4.01% 619,200.84
Federal Home Loans Banks 4.000% 1,235,000 2/26/2026 2/26/2031 1,174,279.67 4.00% 1,234,719.65
Federal Home Loans Banks 4.500% 330,000 3/30/2026 3/25/2031 322,024.56 4.50% 330,000.00
Federal Farm Cr Bks 4.330% 1,025,000 4/15/2026 4/15/2031 985,486.44 4.33% 1,025,000.00
Federal Home Loans Banks 3.775% 710,000 8/27/2026 7/13/2028 710,074.99 3.77% 710,113.60

$11,390,652.21 4.06% $11,749,930.02
  Certificates of Deposit - CB&T, a subsidiary of Zion Bank 

Federal Svgs Bk Chicago II 4.700% 250,000               6/26/2024 6/26/2028 249,815.28 4.70% 250,000.00
First Fndtn Bk Irvine Ca 4.600% 250,000               5/10/2024 5/10/2029 248,084.38 4.60% 250,000.00
Toyota Finl Svgs Bk Hend Nv 4.600% 250,000               5/14/2024 5/14/2029 248,071.88 4.60% 250,000.00
Customers Bk Phoenixville Pa 4.700% 250,000               6/11/2024 6/11/2029 248,641.63 4.71% 249,607.16
Sallie Mae Bk Murray Utah 4.500% 250,000               7/17/2024 7/17/2029 247,232.00 4.51% 249,608.37

$1,241,845.17 4.62% $1,249,215.53

Average
       TOTAL  INVESTMENTS $37,229,018.64 3.902% $37,599,055.83

       TOTAL  ALL  FUNDS $38,428,661.96

September 30, 2026
TREASURER'S REPORT - DETAIL

VALLEY CENTER MUNICIPAL WATER DISTRICT

Page 2



VALLEY CENTER MUNICIPAL WATER DISTRICT
TREASURER'S REPORT - GRAPHS

September 30, 2026
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VALLEY CENTER MUNICIPAL WATER DISTRICT
TREASURER'S REPORT - GRAPHS

44,867.00

September 30, 2026
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INVESTMENTS PURCHASED

Purchase Maturity Face Expected
Date Security Date Cost Value Yield

CAMP, CB&T, a subsidiary of Zion Bank 
7/10/2026 U S Treasury Notes 0.5000% 10/31/2027 1,275,000.00 1,216,130.86 0.500%
8/27/2026 Federal Home Loans Banks 3.775% 7/13/2028 710,000.00 710,113.60 3.775%

INVESTMENTS MATURED

Purchase Maturity Face Yield to
Date Security Date Cost Value Maturity

CAMP, CB&T, a subsidiary of Zion Bank 
7/9/2024 Federal Home Loan Banks 5.00% 7/9/2026 1,000,000.00 1,000,000.00 5.000%
8/26/2024 Federal Farm Credit Bks 3.790% 8/26/2026 600,000.00 600,000.00 3.790%

JULY 1, 2026 THROUGH JUNE 30, 2027
TREASURER'S REPORT - TRANSACTIONS

VALLEY CENTER MUNICIPAL WATER DISTRICT

Page 7
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November 2, 2026 
 
 
TO:  Honorable President & Board of Directors 
 
FROM: Lindsay Leahy, General Manager 
 
SUBJECT: STATUS REPORT AND BUDGET ADJUSTMENT REQUEST FOR THE 

COLE GRADE PIPELINE REPLACEMENT PHASE I PROJECT 
[PROJECT NO. 01-06-78-51690] 

 
PURPOSE: 

 
Provide a status update on the Cole Grade Pipeline Replacement Phase I project, request 
an amendment to the Fiscal Year 2026-27 (FY 2026-27) Budget, and authorize the 
General Manager to negotiate and execute any amendments to the Reimbursement 
Agreement that result in deductions to the overall project cost to the District.  
 
SUMMARY: 
 

The Cole Grade Road Pipeline Replacement Project was established in FY 2016-17 to 
fund preliminary design, coordination with the County of San Diego (County), and the 
solicitation of engineering services for the final design.  The project involves replacing the 
remaining sections of the original cement mortar-lined and tar-wrapped steel pipe 
installed, circa mid-1950s, in Cole Grade Road.  The replacement was delayed to align 
with the County’s planned road improvements, which may have impacted the pipeline’s 
alignment, depth, and appurtenance locations.  Coordinating the pipeline replacement 
with the County’s roadwork was intended to be more cost-effective and less disruptive for 
the District’s customers compared to relocating the facilities under a separate District 
contract.   

 

The road widening project has been split into two phases: Phase I from Cool Valley Road 
to Pauma Heights Road and Phase II from Fruitvale Road to Cool Valley Road.  A 
reimbursement agreement was negotiated with the County to address the District’s 
portion of the construction to be completed as part of the County’s Phase I project 
(Reimbursement Agreement).  The final agreement language was approved by the Board 
on March 16, 2026. 
 
Phase I of the project generally consists of the installation of approximately 160 linear 
feet of 16-inch diameter PVC buried polyvinyl chloride (PVC) potable waterline including: 
valves, air vacuum assemblies, and fire hydrants.  Work includes abandonment of an 
existing water service and installation of 100 linear feet of 16-inch diameter fusible PVC 
in a bridge deck.  The fusible PVC pipe will be connected by a two-flex tend on either side 
of the bridge and will be located in pre-cast concrete vaults.  All work is located within 
Cole Grade Road, an existing developed County public right of way.  
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The County finalized the construction plans for the Phase I improvements and advertised 
the project for bids, which included an additive alternate for the pipeline replacement 
work.  The County opened bids on August 7, 2026. Three bids were received from 
Hazard-TC JV, Palm Engineering Construction Company, Inc., and Dick Miller, Inc.  The 
project was advertised with award to be based on the total bid amount, including all 
additive alternates.  Below is a summary of the bids received:  
 

CONTRACTOR TOTAL BID AMOUNT 

Engineer’s Estimate $27,296,590.00 

Palm Engineering Construction Company, Inc $26,933,333.00 

Hazard-TC JV $31,847,641.80  

Dick Miller, Inc $29,203,485.00  

 
The District’s portion of the work was included as Additive Alternate #2 and the submitted 
bids are presented below: 
 

CONTRACTOR 
ADDITIVE ALTERNATE #2 

BID AMOUNT 
CORRECTED BID 

AMOUNT 

Engineer’s Estimate $1,163,100.00  

Palm Engineering 
Construction Company, Inc 

$1,605,700.00  

Hazard-TC JV $2,301,300.00   

Dick Miller, Inc $3,420,480.00  $1,376,876.00 

 
The total amount listed on Dick Miller, Inc.’s Additive Alternate No. 2 was incorrect and 
did not match the total of the bid items.  The corrected amount listed is for Additive 
Alternate No. 2 only.  It does not include possible mathematical corrections to the base 
bid or any other additive alternates, as those were not evaluated by District staff.  With 
the correction identified by District staff, Dick Miller Inc.’s total corrected bid amount was 
$27,159,881.00. 
 
The County received a bid protest from Hazard-TC JV which identified multiple items 
within the two apparent low bid packages, including mathematical errors, rendering the  
bids incomplete and nonresponsive.  County staff have indicated to District staff that they 
plan to award the project to Hazard-TC JV as the lowest responsive, responsible bidder.  
County staff indicated that they have reviewed their engineer’s estimate for the County’s 
portion of the work and found that the Hazard-TC JV bid is in-line with current unit pricing 
and that rebidding the project could result in higher bids despite receiving two other bids 
that were consistent with the engineer’s estimate. 
 
The Reimbursement Agreement includes a provision that would allow the District to 
remove its portion of the project and either self-perform the work or hire a third-party 
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contractor to complete the work.  The provision allows the District up to 12 months to 
complete the work.  District staff evaluated the possibility of invoking this provision of the 
agreement.  It was determined that District crews could not self-perform the work based 
on staffing levels.  To bid the work to a third-party contractor, staff would need to 
repackage the design plans and technical specifications and advertise for construction.  
The process would take approximately five months to complete, leaving seven months to 
complete construction.  This is feasible unless there are any long lead times for materials.  
Staff evaluated the cost estimate to account for additional items such as mobilization, 
traffic control, and paving, were not required when the work was included in the County’s 
contract.  In addition, grading work would be required to install the water service laterals 
and meters in their ultimate location per the County’s widening plans.  There are portions 
of the work that cannot be completed prior to the road widening, such as the mainline 
installation through a new bridge structure.  This would require coordination during 
construction of the bridge.  However, there are unknown factors such as the timeline for 
the bridge construction and how long that would put the District’s contractor on hiatus, as 
well as what the coordination efforts would add to the project cost.  These factors 
introduce risk of claims for delay and interference by either or both contractors, creating 
potential liability for the District. 
 
The complications of coordinating construction between different contractors and the 
impact to the public that would be caused by adding up to a year of additional construction 
lead staff to believe that constructing the project under the County’s contract is the better 
approach.  It also makes more fiscal sense, even though the responsive bid received by 
the County is significantly higher than the engineer’s estimate.  The uncertainty of a 
separate bid and the potential increased costs associated with separating the District’s 
project may result in little or no cost savings while creating additional coordination 
complications and extended construction timelines. 
 
In addition to evaluating completion of the District work as a separate project, District staff 
considered cost savings measures that could be applied if the project remains part of the 
County’s contract. District and County staff talked through the scope of work for the water 
improvements and discussed cost saving options through reduction or modification of 
scope.  While none of the initial options discussed were determined to be agreeable to 
both parties, value engineering the work after award of the contract remains an option.  If 
any portions of the scope of work are altered or removed via value engineering, an 
amendment to the Reimbursement Agreement may be necessary.  Authorizing the 
General Manager to negotiate and execute any amendments to the Reimbursement 
Agreement that result in deductions to the overall project cost will be beneficial to the 
project and minimize project delays. 
 
FUNDING: 
 
This project was originally established in FY 2015-16.  Additional appropriations have 
occurred since that time, including most recently in FY 2025-26 to add $730,000 in 
anticipation of construction. 
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Per the Reimbursement Agreement executed for the project, the District must place a 
deposit with the County for construction of the District’s improvements.  The deposit 
includes 50% of the construction cost, 10% of the construction cost for contingency, and 
15% of the construction cost for County administration costs.  The table below provides 
the deposit amounts based on the Hazard-TC JV bid. 
 

Reimbursement Agreement  Deposits Required 
Construction (50%) $1,150,650 

County Admin (15%) $345,195 
Contingency (10%) $230,130 

Total $1,725,975 
 
The County’s contract allows 370 working days, approximately 18.5 months, with 
construction anticipated to begin this fiscal year and continue through FY 2027-28.  
Additional funding is necessary for the required construction deposits with the County, 
District staff coordination and inspection, and design revisions with the assistance of the 
design consultant.  The attached budget table outlines the $642,569 in anticipated funding 
needs for this fiscal year.  Funding for the mid-year budget adjustment is available via 
budget transfer from the following sources: 
 
Project Name Project Number Amounts 
Wohlford Estates Participation 01-06-78-51023 $28,315 
Reidy Canyon & West Bear Ridge Reservoir 
Coating Repair 

01-06-78-51401 $112,220 

Paradise Mtn Pump Station Demo Inner 
Connection 

01-06-78-51451 $150,000 

Participation, Upsizing & Unspecified 
Replacement  

01-06-78-51020 $200,517 

Capital Improvement Charge Reserve  $151,607 
Total $642,659 

 
The Wohlford Estates Participation and Reidy Canyon & West Bear Ridge Reservoir 
Coating Repair projects were completed and closed at the end of FY 2025-26.  The 
Paradise Mountain Pump Station Demolition Inner Connection project was a duplicate 
project for one listed in the operating budget.  The pipeline upsizing project account is 
intended to cover costs associated with participation in developer projects and 
unanticipated costs from County roadway improvement projects. The project account will 
not be completely depleted, leaving $100,000 to cover other unanticipated project 
expenses throughout the fiscal year. 
 
A total of $1,638,996, necessary for completion of the Phase I improvements, will be 
requested as part of the FY 2027-28 annual budget. 
 
 
 
 



  Page 5 of 5  

RECOMMENDATION: 
 
Staff recommends the Board of Directors adopt Resolution No. 2026-39 amending the 
FY 2026-27 Annual Budget to transfer funds in the amount of $642,659 to the Cole Grade 
Road Pipeline Replacement Phase I project as part of San Diego County’s Cole Grade 
Road Improvements Phase I construction contract and authorize the General Manager to 
negotiate and execute any amendments to the Reimbursement Agreement for value 
engineering and/or deductive change orders that result in reduced project costs.  
 
PREPARED BY:   SUBMITTED BY: 
 
 
 
___________________________ ________________________________ 
Melody Rocco, P.E.  Lindsay Leahy 
District Engineer   General Manager 
 
 
Attachments:  
 Budget Table  
 Exhibit Map 

Resolution No. 2026-39 
Mid-Year Capital Project Request Form 
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RESOLUTION NO. 2026-39 

 
A RESOLUTION OF THE BOARD OF DIRECTORS 

OF THE VALLEY CENTER MUNICIPAL WATER DISTRICT 

APPROVING A MID-YEAR AMENDMENT TO THE FISCAL YEAR 2026-27  

ANNUAL BUDGET TO PROVIDE FUNDING FOR THE 

COLE GRADE ROAD PIPELINE REPLACEMENT PHASE 1 PROJECT 

 
 

 WHEREAS, the Board of Directors of the Valley Center Municipal Water District 
(“District”) adopted Resolution No. 2026-24 on July 6, 2026, adopting the Fiscal Year 
2026–27 (FY 2026-27) Annual Budget;  
 
 WHEREAS, the FY 2026-27 Annual Budget included the Cole Grade Road 
Pipeline Replacement Phase 1 Project as a capital project with no additional anticipated 
funding; 
 
 WHEREAS, the Cole Grade Road Pipeline Replacement Phase 1 Project consists 
of the installation of approximately 160 linear feet of 16-inch PVC waterline, including 
valves, air vacuum assemblies, and fire hydrants, from Cool Valley Road to Pauma 
Heights Road, within Cole Grade Road, an existing County of San Diego (“County”) public 
right of way due to a County road widening project; 
 
 WHEREAS, the District and the County entered into a Reimbursement Agreement 
for the waterline work to be incorporated into the County road widening project; 
 

WHEREAS, the County advertised the road widening project, received three bids, 
and two were deemed non-responsive; 

 
WHEREAS, the third bid received was determined by the County to be a 

responsive bid from a responsible bidder, but is significantly higher than the engineer’s 
estimate listed in the bid documents; 

 
WHEREAS, the FY 2026-27 Annual Budget established a project budget of 

$1,872,023; 
 
WHEREAS, the current budget is not sufficient for the new estimated total cost of 

the project through this fiscal year, which is approximately $2,095,281; 
 

 WHEREAS, staff desires to include sufficient funding authority in the FY 2026-27 
Annual Budget to begin constructing the project improvements as part of the County road 
widening project;  
 
 WHEREAS, the Wohlford Estates Participation project (01-06-78-51023) is 
complete and $28,315 is available to cover a portion of the proposed budget adjustment; 
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 WHEREAS, the Reidy Canyon & West Bear Ridge Reservoir Coating Repair 
project (01-06-78-51401) is complete and $112,220 is available to cover a portion of the 
proposed budget adjustment; 
 
 WHEREAS, the Paradise Mountain Pump Station Demolition Inner Connection 
project (01-06-78-51451) is a duplicate project for one listed in the Operating budget 
allowing the release of $150,000 to cover a portion of the proposed budget adjustment; 
 
 WHEREAS, the Participation, Upsizing & Unspecified Replacement project (01-
06-78-51020) is a project fund used for participation in developer projects and 
unanticipated costs from County roadway improvement projects with $200,517 in funding 
available to cover a portion of the proposed budget adjustment; 
 
 WHEREAS, $151,607 is available in the Capital Improvement Charge Reserve 
fund to cover the remainder of the proposed budget adjustment; 
 

WHEREAS, the new estimated total cost of the project is $4,087,655;  
 
WHEREAS, additional funding for the remaining balance necessary to complete 

the project will be requested in a future annual budget;  
 

 WHEREAS, amending the FY 2026-27 Annual Budget to include funding for this 
fiscal year for the Cole Grade Road Pipeline Replacement Phase 1 Project is necessary 
and in the best interest of the District; and 
 

WHEREAS, value engineering the project scope and any possible deductive 
change orders to the scope of work after the County awards the construction contract 
may require amending the Reimbursement Agreement. 

 NOW, THEREFORE, BE IT RESOLVED, DETERMINED, AND ORDERED by the 
Board of Directors of Valley Center Municipal Water District as follows:  
 

1. The District finds and determines that the preceding recitals are true and correct.  
 

2. The FY 2026-27 Annual Budget, as originally adopted by Resolution No. 2026-24 
on July 6, 2026, is hereby amended to transfer funds in the amount of  $28,315 
from the Wohlford Estates Participation project (01-06-78-51023), $112,220 from 
the Reidy Canyon & West Bear Ridge Reservoir Coating Repair project (01-06-78-
51401), $150,000 from the Paradise Mountain Pump Station Demolition Inner 
Connection project (01-06-78-51451), $200,517 from the Participation, Upsizing & 
Unspecified Replacement project (01-06-78-51020), and $151,607 from the 
Capital Improvement Charge Reserve fund for a total amount of $642,659 to the 
Cole Grade Road Pipeline Replacement Phase 1 Project (01-06-78-51690). 

 
3. The approved budget amendment authorizes expenditures for the County 

Reimbursement Agreement including construction, construction administration, 



Resolution No. 2026-39 Page 3 of 3 

and contingency, as well as District expenses for construction management, 
inspection, and related project expenses. 

 
4. The General Manager, or designee, is authorized and directed to take all actions 

necessary to implement this budget amendment, including making the appropriate 
accounting adjustments and proceeding with project financing activities consistent 
with Board direction. 

 
5. The General Manager is authorized to negotiate and execute any amendments to 

the Reimbursement Agreement that result in a deduction to the project cost. 
 

6. This resolution shall take effect immediately upon its adoption. 
 

 PASSED, AND ADOPTED this 2nd day of November, 2026, by the following vote 
of the Board of Directors of the Valley Center Municipal Water District: 

 

 

 

 

 

 

 

 

 

 

 

              

      Enrico Ferro, Board President 
 

ATTEST: 

 

 

        

Coral Hutchins, Board Secretary 
 
 
 
 
Attachment: 
 Mid-Year FY 2026-27 Capital Project Request 



 

 Valley Center Municipal Water District     

 

Fiscal Year 2026-2027  I  Budget                                                                                                   

 
CAPITAL PROJECT REQUEST MID-YEAR 2026-27 

Cole Grade Road Pipeline Replacement Phase 1 
 

Continuing Project 

Type Source of Funding Master Plan Strategic Plan 

Replacement Local Funds 
Project ID Standard Goal 

CV011 8, 9 II 

 
PROJECT DESCRIPTION: 
 
The County of San Diego (County) has initiated the Cole Grade Road Widening project between Fruitvale Road 
and Pauma Heights Road.  The widening project will convert portions of Cole Grade Road from a two-lane road 
with no center median into a two-lane road with a striped two way left turn lane median.   The District’s 
involvement includes relocation and replacement of facilities within this corridor in coordination with the County’s 
project. The project is organized into two phases, Phase 1 was initiated in 2016, and is currently pending award 
by the County with construction beginning in mid FY 2026-2027. Phase 2 design will be initiated once 
construction on Phase 1 starts. 
 
Phase 1 - Includes the section between Pauma Heights and Cool Valley Road.  The County plans to construct 
a new bridge at Keys Creek which crosses near Cool Valley Road, with District replacing approximately 250 
linear feet (LF) of 16-inch waterline within the new bridge.  The remainder of the work includes relocating 
appurtenances to the new edge of ROW. Staff is requesting additional funding for construction of the Phase 1 
improvements based on the bid results received by the County. 
 
The following table summarizes the project funding requirements and expense allocations:  
 

 

ACCOUNT NO.: 01-06-78-51690 

DEPARTMENT: Engineering 
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November 2, 2026 

TO: Honorable President & Board of Directors 

FROM: Lindsay Leahy, General Manager 

SUBJECT: WATER FUND FINANCIAL OUTLOOK AND DIRECTION ON THE 
DEVELOPMENT OF PROPOSED RATE INCREASES 

PURPOSE: 

To provide the Board of Directors with additional historical and financial information 
regarding the District's aging infrastructure, deferred capital investments, and the long-
term consequences of continued underfunding of the Capital Improvement Program 
(CIP). Staff is seeking Board direction on the level of additional revenue to be generated 
to support the District's capital replacement needs. 

BACKGROUND: 

Throughout 2026, the Board has reviewed the District's financial outlook, operating and 
capital budgets, and proposed water rate adjustments. These discussions have included 
the need to maintain adequate reserves, recover increasing wholesale water and 
operating costs, and establish a sustainable funding source for the replacement of aging 
infrastructure. 

On July 6, 2026, the Board adopted the FY 2026/27 Operating and Capital Budget, which 
included projected increases of 8.7% in operating revenue and 17.6% in pumping 
charges. 

At its August 17th meeting, the Board provided additional direction on the CY 2027 rate 
strategy, including an additional 2.6% local revenue adjustment, a preference for 
recovering additional revenues through existing fixed charges, and funding pipeline 
replacement projects on a pay-as-you-go (PAYGO) basis. The financial model also 
assumed annual water sales of 12,000 acre-feet and a $20 million debt issuance in 2029. 

At the October 5th meeting, staff presented updated financial projections and proposed 
rate adjustments, including an increase in the Water Capital Improvement Charge. The 
Board requested additional information regarding historical capital investment, 
infrastructure replacement needs, cost containment efforts, and alternatives for phasing 
the proposed capital charge increase. 

Based on these prior discussions, staff is proceeding with the understanding that the 
Board has sufficiently reviewed the proposed MWD/SDCWA wholesale charges, 8.7% 
operating revenue adjustment, and 17.6% pumping charge adjustment. Accordingly, the 
remaining policy consideration is the appropriate level of additional funding for the 
District's Capital Improvement Program. Formal approval of all proposed rates and 
charges remains subject to the applicable Proposition 218 process. 
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DISCUSSION: 

Historical Water Infrastructure Investment 

The District was formed in 1954 to provide imported water to the Valley Center 
community, which historically consisted predominantly of agricultural customers. Much of 
the District's water distribution infrastructure was constructed during the early decades of 
its existence and remains in service today. 

The District currently operates and maintains approximately 342 miles of water pipeline, 
of which approximately 46% is at least 60 years old and 60% is at least 50 years old. 
While actual service life varies by material, condition, and operating environment, the 
District's infrastructure is reaching an age where increased replacement investment is 
necessary. 

Historically, the District has prioritized limiting customer rate increases while balancing 
rising wholesale water costs and operating expenses. Over time, this has contributed to 
the deferral of capital investments. During the past 20 years, the District has replaced 
approximately eight miles of water pipeline, an average of less than half a mile 
annually. This is substantially below the estimated long-term replacement rate necessary 
to renew the District's distribution system over its useful life. 

The District's historical master plans and capital budgets identify approximately 70 
projects that have been deferred an average of 13 years. The estimated cost of 
completing these projects has increased by approximately $120.4 million when 
comparing their original cost estimates with current estimates. These increases 
demonstrate the significant financial consequences of delaying infrastructure 
investments. Continued deferral further exposes the District to construction cost 
escalation while extending the period in which aging infrastructure remains in service. 

Operational and Financial Consequences 

Deferring capital investments does not eliminate the need to replace aging infrastructure. 
Rather, it shifts the financial obligation into future years, when construction costs are likely 
to be higher and existing facilities may require additional maintenance and emergency 
repairs. 

Between 2006 and 2026, District staff responded to 246 water mainline failures, incurring 
approximately $2.49 million in direct repair costs. While emergency repairs are necessary 
to maintain service, they generally do not address the broader need to replace 
infrastructure that has reached the end of its useful life. 

Continued reliance on emergency repairs also places additional demands on District 
personnel and resources, potentially diverting staff from scheduled preventative 
maintenance and other system improvements. 

An equally important consideration is the allocation of infrastructure costs between 
current and future ratepayers. Customers receiving water service today are utilizing and 
contributing to the wear of infrastructure that will ultimately require replacement. When 
sufficient revenues are not collected to fund the ongoing renewal of these assets, the 
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financial responsibility is transferred to future customers, who will bear the additional 
costs of replacing infrastructure used by previous generations. 

Establishing a sustainable capital replacement funding program allows the District to 
distribute the costs of maintaining its infrastructure more appropriately over time, rather 
than placing a disproportionate burden on future ratepayers. 

Capital Improvement Program Funding 

The District's updated financial model identifies an estimated $1.5 million annual funding 
gap for the Capital Improvement Program beginning in FY 2027/28. The proposed Water 
Capital Improvement Charge adjustment is intended to recover this additional revenue 
and support ongoing infrastructure replacement. 

Consistent with previous Board direction, staff has evaluated alternatives for recovering 
the additional revenue through existing fixed charges, providing a more predictable 
funding source that is less dependent on fluctuations in water sales. 

The Board must determine whether to fully fund the proposed capital replacement 
program or phase in the additional revenue over a longer period. A phased approach 
would reduce the immediate financial impact on customers but would also require 
corresponding reductions or deferrals in planned capital expenditures unless alternative 
funding sources are identified. 

While deferral may provide short-term rate relief, it also extends the period during which 
infrastructure replacement remains underfunded, increases exposure to future 
construction cost escalation, and shifts a greater portion of the replacement obligation to 
future ratepayers, and continues to redirect operations staff to emergency repairs 
deferring scheduled preventative maintenance work. 

FISCAL IMPACT: 

The proposed additional revenue would support the District's Capital Improvement 
Program and reduce reliance on reserves and other limited funding sources for 
infrastructure replacement. 

The financial impacts to customers will vary depending on the level of funding and 
implementation schedule selected by the Board. Staff has developed alternatives 
illustrating the associated changes in the Water Capital Improvement Charge, the 
resulting customer bill impacts, and the implications for the District's capital funding 
needs. 

Staff are proposing two alternatives to either the Water CIP Charge or the Water Meter 
Service Charge. The first, is a $10.50 per month increase to either charge, which would 
fully fund the CY 2027 Capital Improvement Program and meet the Board’s preferred 
funding scenario, 1B from the October 5, 2026 Board Meeting.  

The second scenario is a phased-in approach which increases either charge by $5.00 per 
month. This scenario does not fully fund the CIP and would cause projects to be delayed. 
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The increased construction cost caused by the delay is estimated to be approximately 
$1,610,000.  

Any reduction or delay in the proposed revenue adjustments would require a 
corresponding modification to the CIP funding strategy, including potential project 
deferrals and associated future cost increases. 

RECOMMENDATION: 

Staff recommends that the Board of Directors review the historical infrastructure and 
financial information presented and provide direction regarding the desired level of 
funding for the District's Capital Improvement Program, including whether to fully fund the 
identified annual revenue requirement or phase in the proposed Water Capital 
Improvement Charge adjustment. 

Based on the Board's direction, staff will finalize the proposed rate structure and return at 
a future Board meeting with a draft Proposition 218 notice for Board consideration and 
approval. 

SUBMITTED BY: 

______________________________ 
Lindsay Leahy 
General Manager 
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November 2, 2026 

TO: Honorable President & Board of Directors 

FROM: Lindsay Leahy, General Manager 

SUBJECT: WASTEWATER FUND FINANCIAL OUTLOOK AND DIRECTION ON 
THE DEVELOPMENT OF PROPOSED RATE INCREASES 

PURPOSE: 

To provide the Board of Directors with additional historical and financial information 
regarding the District's wastewater infrastructure, capital investment needs, and the 
financial consequences of deferring planned improvements. Staff is seeking Board 
direction on the level and timing of additional revenue necessary to support the Lower 
Moosa Canyon Wastewater Fund's Capital Improvement Program (CIP). 

BACKGROUND: 

Throughout 2026, the Board has reviewed the financial outlook, operating and capital 
budgets, and proposed rate adjustments for the District's two wastewater funds: Lower 
Moosa Canyon and Woods Valley Ranch. These discussions have included the need to 
recover increasing operating costs, establish appropriate operating reserves, maintain 
adequate debt coverage, and provide sustainable funding for aging infrastructure. 

On July 6, 2026, the Board adopted the FY 2026/27 Operating and Capital Budget, which 
included projected operating revenue increases of 3.8% for Lower Moosa Canyon and no 
revenue increase for Woods Valley Ranch. 

At its August 17 meeting, the Board directed staff to develop operating reserve policies 
for both wastewater funds and further evaluate the proposed rate scenarios. For Lower 
Moosa Canyon, the Board requested additional analysis of Scenario 2, including the 
allocation of revenue between the monthly service charge and Capital Improvement 
Charge and the resulting customer bill impacts. For Woods Valley Ranch, the Board 
identified Scenario 1 as the working scenario, including additional revenue adjustments 
in 2027 and 2028 and smaller annual adjustments thereafter. 

At the October 5 meeting, staff presented updated financial projections and proposed rate 
adjustments for both wastewater funds. The Board requested additional information 
regarding historical capital investment, cost containment efforts, and alternatives for 
phasing the proposed Lower Moosa Canyon capital improvements and associated rate 
adjustments. No additional alternatives were requested for Woods Valley Ranch. 

Based on these prior discussions, staff is proceeding with the understanding that the 
Board has sufficiently reviewed the proposed Woods Valley Ranch rate adjustments and 
the previously discussed Lower Moosa Canyon operating revenue adjustment. 
Accordingly, the remaining policy consideration is the appropriate level and timing of 
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additional capital funding for Lower Moosa Canyon. Formal approval of all proposed rates 
and charges remains subject to the applicable Proposition 218 process. 

DISCUSSION: 

Historical Moosa Wastewater Infrastructure Investment 

The District operates two wastewater treatment systems serving separate service areas, 
each with its own operating and capital funding requirements. 

The Lower Moosa Canyon Water Reclamation Facility was constructed in 1974 and has 
been in operation for more than 50 years. The facility currently treats approximately 0.3 
million gallons per day and supports a collection system consisting of approximately 23 
miles of gravity sewer, 5.8 miles of pressurized main, three lift stations, and more than 
100 low-pressure pumps. 

While the District has continued to invest in rehabilitation and maintenance of the facility, 
much of the original infrastructure has reached an age where additional replacement and 
modernization are necessary. 

Between 2022 and 2025, the District completed approximately $1.85 million in 
improvements to the Lower Moosa Canyon facility, including upgrades to the SCADA 
system, aeration piping, clarifiers, and chlorine contact tank. These improvements were 
financed primarily through loans from the District's Water and Woods Valley Ranch funds. 

The District’s Moosa Capital Reserve balance is approximately $479,000. The existing 
Lower Moosa Canyon Capital Improvement Charge generates approximately $356,500 
annually, while current annual debt service totals approximately $389,600. As a result, 
the District is drawing approximately $33,000 annually from capital reserves to meet 
existing debt obligations, leaving no recurring capital charge revenue available for 
additional infrastructure replacement. 

Future Capital Improvement Needs 

The District's Capital Improvement Program identifies additional improvements necessary 
to maintain the reliability and continued operation of the Lower Moosa Canyon 
wastewater system. These include rehabilitation of the Meadows Lift Station and 
significant improvements to the Lower Moosa Canyon Water Reclamation Facility, 
including replacement of aging electrical, mechanical, and treatment equipment. 

The current financial model anticipates approximately $9.5 million in additional financing 
for the planned treatment facility improvements. Assuming a 30-year financing term and 
5% interest rate, the estimated annual debt service would be approximately $612,000. 

In addition to these major facility improvements, the District faces ongoing capital 
replacement needs throughout its wastewater collection system, including pipeline 
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rehabilitation, manhole lining, and lift station improvements that are not currently fully 
funded. 

Deferring these projects does not eliminate the underlying infrastructure replacement 
obligations. Rather, it extends the period in which aging infrastructure remains in service 
and exposes the District to increasing construction costs, potential equipment failures, 
and additional operational risks. 

An important consideration is the allocation of these costs between current and future 
ratepayers. Customers receiving wastewater service today benefit from and contribute to 
the consumption of the remaining useful life of existing infrastructure. When sufficient 
revenues are not collected to support its ongoing replacement, the financial responsibility 
is transferred to future customers, who will bear the increased costs of infrastructure 
utilized by previous generations. 

Establishing a sustainable capital funding program allows the District to distribute these 
obligations more appropriately over time while reducing reliance on emergency repairs, 
reserves, and future borrowing. 

Lower Moosa Canyon WRF Capital Improvement Program Funding 

The District's updated financial model identifies an estimated $373,500 annual capital 
funding gap beginning in 2027. To address this gap, staff previously presented 
alternatives for increasing revenue through the Capital Improvement Charge. 

The proposed full-funding scenario would increase the monthly Capital Improvement 
Charge equivalent dwelling unit (EDU) in 2027, with an additional adjustment in 2028. 

Alternatively, the Board could phase in the additional revenue over four years, beginning 
in 2027. Under this alternative, planned treatment facility improvements and associated 
debt issuance would be deferred approximately two years. While the phased approach 
would reduce the immediate financial impact on customers, the updated financial analysis 
estimates approximately $1 million in additional project costs associated with the delay. 
Continued deferral would also postpone other necessary infrastructure improvements 
and extend the District's reliance on aging facilities. 

The Board must determine whether to fully fund the proposed capital improvement 
program or phase in additional revenue over a longer period, recognizing the 
corresponding financial and operational consequences. 

Woods Valley Ranch Wastewater Fund 

The Woods Valley Ranch Water Reclamation Facility began operation in 2005 and serves 
a separate wastewater service area with its own operating expenses, debt obligations, 
and capital requirements. 

Previous Board discussions have focused on improving operating cost recovery, 
maintaining adequate reserves, and meeting debt coverage requirements. At its August 
17th  meeting, the Board identified Scenario 1 as the working rate scenario, including 
additional revenue adjustments in 2027 and 2028, followed by smaller annual 
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adjustments through 2037, with no additional adjustment to the Woods Valley Ranch 
Expansion Fund. 

At the October 5th meeting, the Board did not request additional Woods Valley Ranch rate 
alternatives. Accordingly, staff considers the proposed Woods Valley Ranch rate structure 
sufficiently reviewed for purposes of proceeding to the next stage of the rate consideration 
process. 

FISCAL IMPACT: 

The proposed additional revenue for Lower Moosa Canyon would support planned 
wastewater treatment facility improvements, associated debt obligations, and future 
infrastructure replacement needs. 

The financial impact to customers will depend on the level of capital funding and 
implementation schedule selected by the Board. Staff has developed alternatives 
illustrating changes to the monthly service and Capital Improvement Charges, 
corresponding customer bill impacts, and estimated additional costs associated with 
delaying planned improvements. 

Staff are proposing two alternatives to either the Moosa CIP charge or the Moosa Service 
Charge. The first, is a $12.24 per month increase to either charge, which would fully fund 
the CY 2027 Capital Improvement Program and meet the Board’s preferred funding 
Scenario 2, from the October 5, 2026 Board Meeting.  

The second scenario is a phased-in approach which increases either charge by $7.20 per 
month. This scenario does not fully fund the CIP and would cause projects to be delayed. 
Under this alternative, planned treatment facility improvements and associated debt 
issuance would be deferred approximately two years.  

Additional details to the proposed scenarios will be included in the PowerPoint 
presentation to the Board. 

A reduction or delay in the proposed revenue adjustments would require corresponding 
changes to the capital funding strategy, including deferral of planned projects, additional 
construction cost escalation, and potential limitations on the District's ability to finance 
necessary improvements. 

The proposed Woods Valley Ranch rate adjustments would support improved operating 
cost recovery, financial reserves, and debt coverage consistent with previous Board 
direction. 

RECOMMENDATION: 

Staff recommends that the Board of Directors review the historical infrastructure and 
financial information presented and provide direction regarding the desired level and 
timing of capital improvement funding for the Lower Moosa Canyon Wastewater Fund, 
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including whether to fully fund the identified capital revenue requirement or phase in the 
proposed adjustments over a longer period. 

Based on the Board's direction, staff will finalize the proposed rate structures for both 
wastewater funds and return at a future Board meeting with a draft Proposition 218 notice 
for Board consideration and approval. 

SUBMITTED BY: 

______________________________ 
Lindsay Leahy 
General Manager 
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November 2, 2026 
 
 
TO:  Honorable President and Board of Directors 
 
FROM: Lindsay Leahy, General Manager 
 
SUBJECT:   LEGISLATIVE, REGULATORY AND OUTREACH UPDATE – November 2026 
  
  
PURPOSE: 
 
To provide the Board of Directors with an update on current and developing legislative and 
regulatory matters that may impact District operations and an upcoming customer outreach 
event. 
 
SUMMARY: 
 
Below is an update on current legislative and regulatory matters being monitored by the District 
through its active participation with the Association of California Water Agencies (ACWA), the 
California Special Districts Association (CSDA), the American Water Works Association 
(AWWA), the California Municipal Utilities Association (CMUA), the San Diego County Water 
Authority’s (SDCWA) legislative liaison group, and the District’s state and federal lobbyists. 
 
STATE UPDATES 
 

• The 2025-2026 Legislative Session has concluded 
• The 2027-2028 Legislative Session begins December 7, 2026 

 
Senate Bill 122 – Taxation  
 
Senate Bill (SB) 122, signed by Governor Newsom on June 29, 2026, as part of the state 
budget trailer bill process, expands California’s sales and use tax to include digital products, 
including electronically delivered software and Software-as-a-Service (SaaS) subscriptions, 
which were previously generally exempt from taxation unless delivered on physical media. The 
legislation maintains certain exemptions, including custom-developed software. 
 
This expansion creates additional operating costs for public agencies that increasingly rely on 
digital platforms for essential services. In response, the California Special Districts Association 
(CSDA) plans to sponsor legislation during the next legislative session to establish a tax 
exemption for utilities, recognizing the potential for increased costs to further strain water and 
wastewater agency budgets and contribute to rate pressures. The District has joined the CSDA 
coalition to support such an exemption.  
 
Assembly Bill 2568 – Water District Director Compensation 
 
Assembly Bill 2568 (AB 2568) authorizes water districts serving at least 90,000 residents to 
increase allowable board member compensation from ten (10) to fifteen (15) days per calendar 
month, provided the governing board annually adopts a written policy supported by substantial 
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evidence demonstrating the need for additional compensation. This item is provided for 
information only, as AB 2568 applies only to water districts serving at least 90,000 residents 
and therefore does not apply to the District. 
 
Non-Functional Turf Ban – Assembly Bill 1597 
 
Assembly Bill (AB) 1572 prohibits the use of potable water to irrigate nonfunctional turf (NFT) 
at commercial, industrial, and institutional (CII) properties, including homeowner association 
(HOA) common areas. NFT generally includes grass that serves no recreational or community 
purpose, such as turf in street medians, rights-of-way, and decorative landscaped areas. 
Exemptions include residential lawns, functional turf used for recreation or community 
activities, such as sports fields and picnic areas, cemeteries, and landscapes irrigated with 
recycled water. The prohibition will be phased in beginning January 1, 2027, with water 
suppliers responsible for notifying affected customers, implementing applicable compliance 
and enforcement measures, and fulfilling reporting requirements. 
 
As part of the Shared Services initiative, the District is partnering with Fallbrook Public Utility 
District and Rainbow Municipal Water District to host a landscape workshop geared towards 
helping our customers plan for turf removal requirements, gain insight into AB 1572 
requirements and explore sustainable landscape options and rebates (workshop flyer 
attached).  
 
FEDERAL UPDATES 
 
Federal Elections 
 
House seats are on the ballot this year, along with 35 Senate seats, including California’s 48th 
Congressional District, where Representative Darrell Issa is not seeking reelection. 
 
Although the District’s EPA Community Grant funding request has been included in proposed 
appropriations legislation, final congressional approval remains pending. If funding is not 
enacted before the current lame duck session adjourns, the District may need to seek renewed 
support from the incoming representative and resubmit its funding request during the next 
appropriations cycle. This could delay or jeopardize anticipated federal funding for the District’s 
project. The District’s federal lobbyist continues to closely monitor the appropriations process, 
and the District will work with the incoming congressional representative to maintain support 
for its funding request and advance through the federal funding process. 
 
Federal Permitting Reform 
 
On September 30, 2026, bipartisan leadership from the U.S. Senate Environment and Public 
Works and Energy and Natural Resources Committees introduced S. 5653, the Bipartisan 
American Affordability and Jobs Act of 2026. The legislation seeks to streamline environmental 
reviews, establish more predictable permitting timelines, reduce regulatory delays and 
litigation, and accelerate the development of critical infrastructure projects. 
 
The proposal includes reforms to the National Environmental Policy Act, Clean Water Act, 
Endangered Species Act, and National Historic Preservation Act. Key provisions would 
establish more definitive environmental review timelines, improve coordination among federal 
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agencies, limit certain legal challenges, and provide greater certainty for previously approved 
projects. 
 
The District is monitoring progress of S. 5653 as any District projects receiving federal funding, 
such as EPA Community Grants, are subject to lengthy and complex permitting processes that 
can delay infrastructure improvements, increase project costs, and create uncertainty in capital 
improvement planning. Additionally, permitting reforms may also benefit regional water supply 
and energy infrastructure projects that support Southern California’s imported water system. 
 
Federal Legislative Positions as of October 26, 2026 
 

Valley Center Municipal Water District Federal Legislative Positions 

Number / Author Summary District 
Position 

Status 
(What’s Changed) 

H.R. 2766 
(Fallon) & S. 
2014 (Cornyn) 

Special District Fairness and 
Accessibility Act:  Establish 
the first federal definition of 
“special district” and require 
federal agencies to recognize 
eligible special districts as 
units of local government 
when administering federal 
financial assistance. 

Support No Change 
H.R. 2766 approved by 
House Oversight and 
Government Reform 
Committee. Awaiting 
consideration by full House. 
S. 2014 is Senate 
companion bill; not yet 
considered by full Senate. 

H.R. 7078 
(Schweikert) 

The Equal Access to the 
Colorado River Act  

Oppose No Change 
Pending in House 
Committee on Natural 
Resources. 

S. 3923 (Cruz) Weather Research and 
Forecasting Innovation 
Reauthorization Act 

Support No Change 
Approved by Senate 
Commerce, Science, and 
Transportation Committee. 
Remains pending before full 
Senate.  

S. 3737 (Padilla) “GROW SMART Act.”  Funds 
innovative agricultural water 
efficiency demonstration 
projects and voluntary 
partnerships between 
agricultural and municipal 
water users 

Support No Change 
Pending before Senate 
Environment and Public 
Works Committee. 

S. 3738 (Padilla) “MORE WATER Act.”  expand 
federal investment in water 
recycling, water conveyance, 
groundwater storage, and 
other water infrastructure 
projects to improve drought 
resilience and long-term 
water supply reliability. 

Support No Change 
Pending before the Senate 
Environment and Public 
Works Committee. 
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S.5368 (Schiff) Water Cyber Shield Act of 
2026:  cybersecurity 
protections for America’s 
water infrastructure 

Support No Change 
Pending before Senate 
Environment and Public 
Works Committee. 

S. 5653 (Capito & 
Moore) 

Bipartisan American 
Affordability and Jobs Act of 
2026 

Support Pending before Senate 
Committee on Energy and 
Natural Resources. 

 
RECOMMENDATION: 
 
No action required, informational item only. 
 
PREPARED BY:     SUBMITTED BY:     
 
 
 
_________________________   _________________________ 
Alisa Nichols     Lindsay Leahy 
Special Projects and Regulatory   General Manager  
Compliance Manager 
 
 
Attachment 1 – NFT Flyer 
 



Transforming Lawns:
A Sustainable Approach 

Thursday, November 5, 2026 
9:00 - 11:30 a.m. 
Fallbrook Public Utility District 
990 E. Mission Rd., Fallbrook, CA 92028
Breakfast & light refreshments to be served

Join us for an in-person workshop on turf replacement 
and gain insight on how nonfunctional turf will impact 
your community. You will learn how to transform  
a landscape into a beautiful, sustainable, and  
water-efficient environment. 
The workshop will guide you through:
•	 Selecting climate-appropriate plant types 
•	 Soil preparation and irrigation strategies 
•	 Turf removal options and rebates
•	 Exploring sustainable landscape functions
•	 AB 1572 and your local water district
•	 An on-site native garden tour after the workshop 

The workshop is open to all customers, homeowner 
associations, landscape professionals, nurseries,  
and property managers. 

Presented By:

Space is Limited. Reserve your seat for this free workshop. 
Register online: https://bit.ly/4ht9KRr  

 https://bit.ly/4ht9KRr 
https://bit.ly/4ht9KRr 


 

 

 

VALLEY CENTER MUNICIPAL WATER DISTRICT 
Legislative Update – October 2026 

LEGISLATIVE UPDATE 

Federal 

Six days before the November 3 midterm elections, Washington is defined by a campaign that 
increasingly points toward a change in control of at least one chamber of Congress and a post-
election session that must resolve nearly every major funding and policy decision the current 
Congress deferred. Congress returns November 9 with fewer than 25 scheduled session days to 
fund the government past December 11, finish the Water Resources Development Act, and 
decide the fate of a bipartisan permitting deal, with the election results shaping which items 
move and on what terms.  

2026 MIDTERM ELECTIONS / NATIONAL OUTLOOK 

The political environment has moved decisively toward Democrats over the past two months. 
Nonpartisan handicappers now rate Democrats as favored to win the House and view the 
Senate as genuinely in play. The Cook Political Report’s most recent ratings place 17 House 
seats in the Toss Up column, 12 of them held by Republicans and five by Democrats, with 
Democrats needing a net gain of only three seats to reach the 218 required for a majority. In 
the Senate, where Republicans hold a 53 to 47 majority, Cook now projects Democratic gains of 
between two and six seats; four would produce a majority, and Republican-held seats in Alaska, 
Iowa, Kansas, Maine, North Carolina, Ohio, and Texas are all rated competitive. Both parties 
privately acknowledge the House is likely to flip; the size of the Democratic majority and the 
outcome in the Senate remain open questions. 

The drivers are national. The President’s approval stands at 37 percent in the New York Times 
polling average, and cost of living is the dominant issue: an AP-NORC poll in late September 
found 65 percent of adults attribute higher prices to the President’s policies and 69 percent say 
his handling of the cost of living has been worse than expected. Higher fuel prices from the 
conflict with Iran, the effect of tariffs on the agricultural economy, and the President’s recent 
decisions on Russia have each become liabilities for Republican candidates, who retain a 
financial advantage and are relying on a final surge of outside spending to limit losses. More 
than 3.2 million ballots had been cast nationally by mid-October, running heavily Democratic in 
states that report party registration. 



CALIFORNIA DELEGATION / 48TH CONGRESSIONAL DISTRICT 

California is central to the House outcome. The map adopted under Proposition 50 was 
designed to create as many as five additional Democratic-leaning districts, and those seats are 
now among the party’s most important pickup opportunities. Of greatest interest to the District 
is the redrawn 48th Congressional District, the inland North San Diego County seat long 
represented by Rep. Darrell Issa, who chose not to seek reelection under the new lines. San 
Diego County Supervisor Jim Desmond, the Republican nominee, faces San Diego City 
Councilmember Marni von Wilpert, the Democratic nominee, in what analysts call the most 
competitive of the five redrawn seats. The new lines shifted the district roughly 18 points 
toward Democrats, public polling has shown a statistical tie, and House Majority PAC reduced 
its San Diego advertising reservations in mid-October on the view that Ms. von Wilpert has 
become the favorite. Whichever candidate prevails, the District will have a new representative 
in January, and we will work to establish early relationships with the incoming member and 
staff on the District’s priorities. 

A CHANGE IN CONTROL: IMPLICATIONS FOR WATER PRIORITIES 

A Democratic House would reshape the committees of greatest relevance to the District. 
Transportation and Infrastructure, which writes WRDA and oversees the Army Corps of 
Engineers, would pass from retiring Chair Sam Graves to Rep. Rick Larsen of Washington; 
Natural Resources, with jurisdiction over the Bureau of Reclamation and western water, would 
be led by Rep. Jared Huffman of California, a long-standing advocate for water recycling, 
drought resilience, and Reclamation investment in the state; and the Appropriations 
Committee would return to Rep. Rosa DeLauro, with the Energy and Water Development 
Subcommittee that funds Reclamation and the Corps likely chaired by Rep. Marcy Kaptur of 
Ohio. In the Senate, Energy and Natural Resources Chair Mike Lee is expected to move to the 
Judiciary Committee regardless of the outcome, opening that gavel. 

Three practical effects follow. Divided government would move appropriations back toward 
negotiated, bipartisan bills, historically favorable to water infrastructure accounts, while making 
the proposed OMB grant-review rule a point of sustained oversight. Democratic leadership of 
the water committees would bring renewed emphasis on recycling, reuse, drought resilience, 
and agricultural water conservation programs such as WaterSMART and Title XVI that align 
closely with the District’s priorities. The executive branch, however, would not change: Interior, 
Reclamation, EPA, and USDA would continue under current leadership, so program 
implementation and grant decisions would remain with the present Administration even as 
oversight intensifies. If Republicans retain control, the current structure largely carries forward. 

FEDERAL APPROPRIATIONS / GOVERNMENT FUNDING 

The continuing resolution signed September 2 funds agencies at current-year levels through 
December 11, and no full-year fiscal year 2027 bills have been enacted; the House passed three 
of twelve before leaving and the Senate none. The Bureau of Reclamation, the Army Corps of 



Engineers, and EPA therefore remain at prior-year levels, and the stopgap’s suspension of the 
proposed OMB rule subjecting grant awards to political-appointee review remains in effect for 
its duration. 

The realistic options in December are a negotiated omnibus or another continuing resolution 
into the new Congress, against an unfavorable fiscal backdrop: the fiscal year 2026 deficit was 
$1.99 trillion and net interest costs exceeded $1 trillion for the first time. Separately, a federal 
court on October 13 temporarily barred the Administration from using appropriated funds to 
carry out its reorganization of USDA, including the relocation of Natural Resources Conservation 
Service and Rural Development functions; because those appropriations expire in December, 
the question returns to Congress in the funding bill. 

WATER RESOURCES DEVELOPMENT ACT (WRDA) OF 2026 

WRDA remains the federal legislation of greatest near-term interest to water agencies, and its 
status is unchanged since our last report: both committee-approved bills, H.R. 9497 and S. 
4949, await floor action. The Senate measure reauthorizes the Clean Water and Drinking Water 
State Revolving Funds, the source of the low-interest financing the State Water Resources 
Control Board makes available to California agencies. We continue to expect a final bill in 
December, likely within the year-end package. WRDA has been enacted on a bipartisan basis in 
every cycle since 2014 and the election is unlikely to derail it, though a change in control could 
affect which chamber’s provisions prevail. 

PERMITTING REFORM 

Senate negotiators released the bipartisan American Affordability and Jobs Act on September 
30, and Senate Republican leadership has committed to a floor vote in early November. The bill 
would narrow what qualifies as a major federal action under NEPA, impose a 150-day statute of 
limitations on permit challenges, set enforceable agency deadlines, and protect projects relying 
on already-issued permits, changes that could materially shorten review timelines for federally 
funded or permitted water infrastructure. It faces real obstacles in the lame duck, including 
post-election attendance in a narrowly divided House, the President’s reliability as a partner if 
Republicans lose a chamber, and growing opposition from tribal organizations and some House 
Democrats over changes to Section 106 consultation under the National Historic Preservation 
Act. 

USDA CONSERVATION INNOVATION GRANTS / FEDERAL FUNDING OPPORTUNITIES 

On October 23, USDA announced $65 million in fiscal year 2026 Conservation Innovation Grant 
awards to 34 projects nationally, up to $50 million for 16 On-Farm Conservation Innovation 
Trials and up to $15 million for 18 CIG Classic projects, crediting the increased conservation 
funding in last year’s reconciliation law for the size of the round. The District’s application was 
not among those selected. We are requesting a debrief from NRCS and will use that feedback, 
along with the profiles of the funded projects, to strengthen the District’s position for the fiscal 



year 2027 solicitation expected in the spring. The announcement confirms the program remains 
well funded and that agricultural water conservation and irrigation efficiency remain priority 
categories, both aligned with the District’s Crop Swap and conservation objectives. 

Other federal programs remain potential funding sources for the District’s water supply, 
conservation, and infrastructure priorities, including the Bureau of Reclamation’s WaterSMART 
and Title XVI programs, the State Revolving Funds and EPA’s WIFIA credit program, and USDA’s 
rural water and waste disposal programs. The in-depth funding memorandum mapping these 
programs against the District’s priorities, referenced in our last report, will be provided under 
separate cover. 

CONGRESSIONAL OUTLOOK / LAME DUCK 

Congress returns November 9 with 20 scheduled House session days and 22 Senate days before 
year’s end, and leaders have signaled the calendar may expand. The December 11 funding 
deadline is the forcing event and the most likely vehicle for WRDA and other year-end 
priorities. The agenda also includes the defense authorization, the permitting bill, a farm bill 
that Senate Agriculture Chair Boozman hopes to complete by year’s end, and a possible 
Republican reconciliation package carrying farm assistance and defense funding. If Democrats 
win either chamber, that reconciliation effort likely ends when the new Congress convenes 
January 3, and the lame duck becomes a negotiation over a bipartisan funding agreement 
rather than a party-line push. We will keep the District apprised as the session takes shape and 
flag developments affecting its funding and policy interests. 

CALIFORNIA 

With the November 3 general election less than a week away, Sacramento is preparing for a 
significant political transition as Governor Gavin Newsom completes his final months in office 
and California prepares to welcome a new administration in January. Although the Legislature 
has concluded its 2026 session and the Governor has completed action on legislation, the 
coming months will be particularly important for water agencies as the state implements the 
2026–27 budget, develops expenditure plans for Proposition 4, and begins preparing the first 
budget of the next administration. 

For Valley Center Municipal Water District, our priorities remain focused on securing additional 
funding for the Regional CropSWAP Program, protecting agricultural water supplies, supporting 
investments in water conservation and infrastructure, and maintaining strong relationships 
with the Legislature and incoming administration. The November election will also determine 
the District's representation in the State Senate, with one of the region's most competitive 
legislative contests taking place in the 40th Senate District. 

 

 



STATE BUDGET / PROPOSITION 4 

California enters the next budget cycle facing continued fiscal challenges despite adoption of a 
balanced 2026–27 state budget in June. The enacted budget includes approximately $251.5 
billion in General Fund expenditures, but the state's fiscal position remains constrained by an 
ongoing imbalance between revenues and expenditures. The Legislative Analyst's Office 
estimates the budget relies on substantial prior-year resources to balance the current fiscal 
year, leaving the incoming Governor and Legislature with difficult decisions as they prepare the 
2027–28 spending plan. 

Against this backdrop, Proposition 4, the $10 billion climate and natural resources bond 
approved by voters in November 2024, remains one of the most significant funding 
opportunities for water agencies. The 2026–27 budget authorizes approximately $2.7 billion in 
additional Proposition 4 expenditures, including $1.09 billion for safe drinking water, drought, 
flood protection, and water resilience. Approximately $1.48 billion remains available for future 
appropriations within that water-related category, providing opportunities for additional 
investments in water supply reliability, conservation, recycling, and drought resilience. 

The challenge for water agencies is that Proposition 4 funding is not automatically available to 
individual projects. The Legislature must appropriate funding, and implementing departments 
must establish program guidelines, eligibility requirements, and application procedures. 
Competition for these resources will be substantial, particularly given the state's limited 
General Fund capacity and the significant number of water infrastructure and resilience 
projects seeking assistance. 

We will continue monitoring Proposition 4 implementation through the Department of Water 
Resources, State Water Resources Control Board, and other administering agencies, with 
particular attention to programs that could support agricultural water conservation and 
regional water supply reliability. We also intend to evaluate opportunities for the District and its 
regional partners to pursue both competitive grant funding and targeted budget 
appropriations. 

CROP SWAP / 2027–28 STATE BUDGET 

Securing additional state funding for the Regional CropSWAP Program remains one of our 
highest priorities heading into the 2027 legislative session. The program has demonstrated the 
value of providing direct financial assistance to agricultural customers who transition to less 
water-intensive crops, improve irrigation efficiency, and adopt agricultural practices that 
reduce long-term water demand while preserving the economic viability of farming in North 
San Diego and western Riverside counties. 

The Regional CropSWAP Program, which includes Valley Center Municipal Water District, 
Fallbrook Public Utility District, Rainbow Municipal Water District, Rancho California Water 
District, and other regional partners, previously received $5 million in state grant funding. 



Those resources have been fully allocated, and additional state investment is necessary to 
continue the program and expand participation among agricultural customers. 

Our strategy for the 2027–28 budget will focus on positioning CropSWAP as a proven, regionally 
coordinated water conservation program that delivers measurable public benefits. In addition 
to reducing agricultural water demand, the program helps preserve agricultural production, 
reduces pressure on imported water supplies, and provides a practical approach to improving 
long-term water supply reliability without requiring the construction of major new 
infrastructure. 

We anticipate pursuing two complementary funding strategies. The first is a direct state budget 
appropriation supporting continued implementation and expansion of the Regional CropSWAP 
Program. The second is identifying Proposition 4 funding categories and implementing 
programs that may accommodate agricultural water conservation, irrigation efficiency, and 
crop conversion activities. 

The next several months will be important for refining the funding request, documenting 
program results, and developing a coordinated advocacy strategy with regional partners and 
legislative representatives. Given the state's fiscal constraints, demonstrating the program's 
water savings, regional benefits, existing administrative structure, and readiness to deploy 
additional funding will be essential. 

The Governor's January budget proposal will provide the first indication of the new 
administration's funding priorities, while the spring budget subcommittee process and May 
Revision will offer additional opportunities to advance the request. We intend to begin 
engaging legislative offices and administration officials early in the process to position 
CropSWAP for consideration during the 2027 budget negotiations. 

BILLS OF INTEREST / GOVERNOR'S ACTIONS 

Governor Newsom has completed action on legislation passed during the 2026 legislative 
session, including several measures with significant implications for California's public water 
agencies. The final decisions reflect continued legislative interest in water affordability, water 
rights, infrastructure investment, and the operational responsibilities of local water providers. 

Two measures sponsored by the Association of California Water Agencies were signed into law 
and will take effect in 2027. SB 1153 (Caballero) provides additional legal clarity concerning the 
relationship between water supply or pressure limitations and wildfire-related damages, 
addressing an important liability concern for water agencies. AB 2180 similarly provides 
clarification related to water rate-setting and agency responsibilities, helping strengthen the 
legal framework under which public water suppliers operate. 

The Governor also vetoed several bills of interest to water agencies. AB 2218 (Kalra), which 
proposed changes to state water policy concerning California Native American tribes, was 



opposed by water agencies and other stakeholders because of concerns regarding its potential 
effects on existing water rights and water management processes. The Governor's veto avoids 
the immediate uncertainty associated with the proposal, although similar policy discussions 
could return in 2027. 

Water affordability also remained a prominent legislative issue. The Governor vetoed AB 2739 
(Soria), which would have established a Water Affordability and System Stabilization Fund and 
related assistance program, as well as SB 1125 (Menjivar), which proposed a water rate 
assistance program for qualifying low-income households. These decisions leave unresolved the 
broader question of how California will address drinking water affordability without shifting 
additional financial obligations onto local water providers and their ratepayers. 

The Governor additionally vetoed SB 872 (McNerney), which sought to establish funding 
mechanisms for Delta levee improvements and canal subsidence projects. While the measure 
did not advance, the underlying need for investments in the State Water Project and water 
conveyance infrastructure remains significant for Southern California agencies dependent on 
imported supplies. 

Looking ahead, we expect many of these issues to return during the 2027 legislative session. 
Water affordability, infrastructure financing, regulatory compliance, water rights, and climate 
resilience are likely to remain central subjects of legislative debate. We will continue 
monitoring proposals that could affect the District's operations, costs, agricultural customers, 
or access to state funding. 

2026 GOVERNOR'S RACE / PREPARING FOR A NEW ADMINISTRATION 

California's gubernatorial election is approaching with former Attorney General and U.S. 
Secretary of Health and Human Services Xavier Becerra, the Democratic nominee, holding a 
substantial advantage over Republican nominee Steve Hilton. Recent statewide polling has 
consistently placed Becerra ahead by double-digit margins, making him the clear favorite to 
succeed Governor Newsom when the new administration takes office in January. 

The two candidates have presented different approaches to the state's water challenges. Hilton 
has emphasized increasing water storage, expanding conveyance infrastructure, and reducing 
regulatory barriers that he argues have constrained water development. Becerra has taken a 
less prescriptive approach, emphasizing reliable and affordable water supplies, modernization 
of infrastructure, and the importance of balancing agricultural, environmental, and urban water 
needs. He has not yet released a detailed water policy agenda. 

For the District, the significance of the election extends well beyond the Governor's office. A 
new administration will make important appointments to the Natural Resources Agency, 
Department of Water Resources, State Water Resources Control Board, and other entities 
responsible for developing and implementing water policy and funding programs. These 



appointments, together with the administration's first budget proposal, will help establish the 
direction of California water policy over the next four years. 

Assuming Becerra prevails, we expect substantial continuity in the state's broader climate and 
environmental priorities, although there may be opportunities to influence how the new 
administration approaches agricultural water conservation, infrastructure investment, and 
water affordability. We intend to engage the transition process and incoming administration to 
ensure that the unique needs of North San Diego County's agricultural water customers are 
understood and that CropSWAP is recognized as a practical model for regional water 
conservation. 

40th SENATE DISTRICT – SENATOR BRIAN JONES TERMS OUT 

The election will also determine the next representative of the 40th State Senate District, 
where Republican Kristie Bruce-Lane faces Democrat Mara Elliott in the race to succeed 
termed-out Senate Republican Leader Brian Jones. The district includes significant portions of 
inland and northern San Diego County, including communities directly relevant to the District 
and its regional partners. 

The contest is one of California's more competitive Senate races. The district's voter 
registration is closely divided, with Democrats representing approximately 35 percent of 
registered voters, Republicans 34 percent, and voters without a party preference approximately 
24 percent.  

Bruce-Lane, a nonprofit leader and victims advocate, emerged from the primary with support 
from Assemblymember Carl DeMaio and Reform California, prevailing over the preferred 
candidate of outgoing Senator Jones. Her campaign has focused on reducing the cost of living, 
limiting taxes and regulatory burdens, and improving public safety. Elliott, the former San Diego 
City Attorney, has emphasized affordability, public safety, and government accountability and 
has received significant support from Democratic organizations and organized labor. 

Both parties and allied organizations are investing resources in the contest, reflecting its 
importance to the composition of the next Legislature. Elliott benefits from the district's 
changing political profile and substantial support from Democratic-aligned organizations, while 
Bruce-Lane retains a viable path to victory through Republican voters and independent voters 
concerned about affordability and state regulation. The race remains competitive, and the 
outcome will be particularly important for water agencies that have worked closely with 
Senator Jones during his tenure. 

Regardless of the result, we will prioritize establishing an early relationship with the incoming 
Senator and staff, with particular emphasis on the District's agricultural water needs, 
CropSWAP funding, water supply reliability, and the importance of maintaining affordable 
water service for the region. 



LOOKING AHEAD 

The November 3 election will mark the beginning of an important transition period in 
Sacramento. Over the following two months, attention will turn to the organization of the new 
Legislature, the selection of committee leadership and membership, and the formation of the 
incoming Governor's administration. The Legislature is scheduled to convene in December for 
organizational purposes before returning in January to begin the 2027 session. 

Our immediate priorities will be to finalize the District's 2027 legislative and budget objectives, 
advance the Regional CropSWAP funding strategy, monitor the implementation of Proposition 
4, and establish relationships with newly elected state officials and administration 
representatives. We will also continue coordinating with regional water agencies to identify 
opportunities for joint advocacy and funding requests. 

The release of the Governor's proposed 2027–28 budget in January will be the next major 
milestone. While the state's fiscal outlook remains challenging, the availability of Proposition 4 
bond funding and the transition to a new administration create meaningful opportunities to 
advance programs that deliver measurable water savings and strengthen long-term regional 
water supply reliability. 

We will keep the District apprised of election results, legislative leadership changes, 
administration appointments, and developments affecting state funding opportunities as the 
2027 legislative session approaches. 

 



 
 

SUMMARY OF FORMAL BOARD OF DIRECTORS’ MEETING 
OCTOBER 22, 2026 

 
1.
  

Adopt positions on various bills. 
The Board adopted a position of Support on S. 5352, the Desalination Reauthorization Act 
(Padilla and Cornyn). 

  

 
2. 

 
Monthly Treasurer’s Report on Investments and Cash Flow. 
The Board noted and filed the monthly Treasurer’s Report. 
 

  

3. Establish 2027 Board meeting dates. 
The Board approved the March regular Board meeting date of March 18, 2027, combined the 
November and December Board meeting dates to November 18, 2027, and approved the 2027 
Board meeting dates calendar. 
 

  

4. Contract Amendment for SageView Advisory Group, LLC, for investment consulting services for 
the Water Authority’s deferred compensation plans. 
The Board authorized the General Manager to amend the SageView Advisory Group, LLC, 
(SageView) professional services contract to extend the agreement term for an additional two 
years, in the amount of $92,685, for continued investment consulting services for deferred 
compensation plans, increasing the authorized contract amount from $127,000 to $219,685.  
 

  

5. Amend contract for janitorial services with Ace Janitorial Services, Inc.  
The Board approved Amendment 1 to the contract for janitorial services with Ace Janitorial 
Services, Inc., with such non-material modifications as approved by the General Manager or 
General Counsel, increasing the authorized amount from $94,800 to $189,600, extending the 
termination date through November 30, 2027, and authorized the General Manager, or designee, to 
execute the amendment. 
 

  

6. Service contract with Cobech Traffic Control, Inc. for traffic control services.   
The Board awarded a service contract to Cobech Traffic Control, Inc. (Cobech) to provide traffic 
control services for a period of two years, with an option to extend the contract for an additional 
two years, for a total not-to-exceed amount of $950,000. 

  

 
7. 

 
Notice of Completion for the Pipeline 3 Repair in Del Sur 
The Board accepted and ratified Change Order 1 for $163,608; and 
accepted the Pipeline 3 Repair in Del Sur project as complete and authorized the General Manager, or 
designee, to record the Notice of Completion and release funds held in retention to J.F. Shea 
Construction, Inc. in accordance with the contract and applicable law.  
 

  

8.
  

Operations and Maintenance Department Facility Tenant Improvements project. 
The Board increased the Operations and Maintenance Department Facility lifetime project budget 
by the amount of $16,999,744; and awarded a construction contract to SOLPAC Construction Inc., 
dba Soltek Pacific Construction Company in the amount of $26,739,000 for the Operations and 
Maintenance Center (OMC) tenant improvements project; and approved Amendment 2 with such 
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non-material modifications as approved by the General Manager, or General Counsel, to the 
professional services contract with Ferguson Pape Baldwin Architects Inc. (FPBA) for 
architectural design, engineering, and construction management services increasing the authorized 
cumulative amount from $2,466,894, to $3,619,699, extending the termination date through 
October 31, 2028, and authorized the General Manager, or designee, to execute the amendment. 
 

9. Resolution declaring the fee interest in San Diego County Water Authority Parcel ESC-001 as 
 exempt surplus land. 
 The Board adopted Resolution 2026-21, declaring the fee interest in San Diego County Water 
 Authority Parcel ESC-001 (Property) as exempt surplus land; and authorized the General Manager 
 to dispose of the Property for no less than the fair market value in accordance with the San Diego 
 County Water Authority Administrative Code, Chapter 7 and the State Surplus Lands Act. 
 
10. The Board approved the minutes of the Formal Board of Directors’ meeting of September 17, 
 2026. 
 
11. The Board approved Resolution 2026-22, appointing Director Jimmy Ayala as a representative of the 
 Board of Directors of the Metropolitan Water District of Southern California.   
 



 
11. General Information 

 
 
 



 
12. Closed Session 
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