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Assembly Bill No. 1794 
CHAPTER 401 

An act to add Chapter 1.6 (commencing with Section 71265) to Part 3 
of Division 20 of the Water Code, relating to municipal water districts. 

[ Approved by Governor  September 21, 2016. Filed with Secretary of 
State  September 21, 2016. ] 

LEGISLATIVE COUNSEL'S DIGEST 

AB 1794, Cristina Garcia. Central Basin Municipal Water District. 
Existing law, the Municipal Water District Law of 1911, provides for the 
formation of municipal water districts and grants to those districts’ 
specified powers. Existing law permits a district to acquire, control, 
distribute, store, spread, sink, treat, purify, recycle, recapture, and 
salvage any water for the beneficial use of the district, its inhabitants, 
or the owners of rights to water in the district. Existing law requires the 
board of directors of a district to consist of 5 members and each 
director to be a resident of the division from which the director is 
elected. 
This bill would require the board of directors of the Central Basin 
Municipal Water District to be composed of 8 directors until the 
directors elected at the November 8, 2022, election take office, when 
the board would be composed of 7 directors, as prescribed. By 
imposing new duties on the district, this bill would create a 
state-mandated local program. 
The California Constitution requires the state to reimburse local 
agencies and school districts for certain costs mandated by the state. 
Statutory provisions establish procedures for making that 
reimbursement. 
This bill would provide that, if the Commission on State Mandates 
determines that the bill contains costs mandated by the state, 
reimbursement for those costs shall be made pursuant to these 
statutory provisions. 
This bill would make its operation contingent on the enactment of SB 
953 of the 2015–16 Regular Session. 

✔
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Sections 5, 6, and 7 should be answered on separate sheets of plain 8-1/2 x 11 paper.  Each sheet should include
the test claim name, the claimant, the section number, and heading at the top of each page.

Under the heading “7. Documention, ” support the
written narrative with copies of all of the following:

(A) the test claim statute that includes the bill
number alleged to impose or impact a mandate;
and/or

(B) the executive order, identified by its effective
date, alleged to impose or impact a mandate; and

(C) relevant portions of state constitutional
provisions, federal statutes, and executive orders
that may impact the alleged mandate; and

(D) administrative decisions and court decisions
cited in the narrative.  Published court decisions
arising from a state mandate determination by
the Board of Control  or the Commission are
exempt from this requirement; and

(E) statutes, chapters of original legislatively
determined mandate and any amendments.

Under the heading “6. Declarations,” support the written
narrative with declarations that:

(A) declare actual or estimated increased costs
that will be incurred by the claimant to implement
the alleged mandate;

(B) identify all local, state, or federal funds, and fee
authority that may be used to offset the increased
costs that will be incurred by the claimant to
implement the alleged mandate, including direct
and indirect costs;

(C) describe new activities performed to implement
specified provisions of the new statute or
executive order alleged to impose a reimbursable
state-mandated program (specific references
shall be made to chapters, articles, sections, or
page numbers alleged to impose a reimbursable
state-mandated program);

(D) If applicable, describe the period of
reimbursement and payments received for full 
reimbursement of costs for a legislatively 
determined mandate pursuant to Section 17573, 
and the authority to file a test claim pursuant to 
paragraph (1) of Section17574(c).

(E) are signed under penalty of perjury, based on
the declarant’s personal knowledge, information
or belief, by persons who are authorized and
competent to do so.

Under the heading “5. Written Narrative,” please identify
the specific sections of statutes or executive orders
alleged to contain a mandate.

Include a statement that actual and/or estimated costs
resulting from the alleged mandate exceeds one
thousand dollars ($1,000), and include all of the following
elements for each statute or executive order alleged:

(A) A detailed description of the new activities
and costs that arise from the mandate.

(B) A detailed description of existing activities
and costs that are modified by the mandate.

(C) The actual increased costs incurred by the
claimant during the fiscal year for which the
claim was filed to implement the alleged
mandate.

(D) The actual or estimated annual costs that
will be incurred by the claimant to implement
the alleged mandate during the fiscal year
immediately following the fiscal year for which
the claim was filed.

(E) A statewide cost estimate of increased costs
that all local agencies or school districts will
incur to implement the alleged mandate
during the fiscal year immediately following
the fiscal year for which the claim was filed.

(F) Identification of all of the following funding
sources available for this program:
(i) Dedicated state funds
(ii) Dedicated federal funds
(iii) Other nonlocal agency funds
(iv) The local agency’s general purpose funds
(v) Fee authority to offset costs

(G) Identification of prior mandate
determinations made by the Board of
Control or the Commission on State
Mandates that may be related to the alleged
mandate.

(H) Identification of a legislatively determined
mandate pursuant to Government Code
section 17573 that is on the same statute or
executive order.

7. DOCUMENTATION

5. WRITTEN NARRATIVE 6. DECLARATIONS
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Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)  
Central Basin Municipal Water District, Claimant 
“5. Written Narrative” 
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5. Written Narrative 
 

On September 21, 2016 Governor Jerry Brown signed AB 1794 by Assembly Member Cristina Garcia 
into law. AB 1794 was one of two bills dealing with Central Basin Municipal Water District (the District) in 
the 2015-16 legislative cycle, with the other being Senate Bill 953 by Senator Ricardo Lara. Both bills 
were authored in response to an audit of the District by the California State Auditor. 
 
The bill was an act to add Chapter 1.6, commencing with Section 71265, to Part 3 of Division 20 of the 
Water Code, relating to water districts, which states: 
 
Existing law, the Municipal Water District Law of 1911, provides for the formation of municipal water 
districts and grants to those districts’ specified powers. Existing law permits a district to acquire, control, 
distribute, store, spread, sink, treat, purify, recycle, recapture, and salvage any water for the beneficial 
use of the district, its inhabitants, or the owners of rights to water in the district. Existing law requires the 
board of directors of a district to consist of five (5) members and each director to be a resident of the 
division from which the director is elected. 
 

This bill now requires the Board of Directors of the District, to be composed of eight (8) directors until the 
directors elected at the November 8, 2022, election take office, when the board will be composed of 
seven (7) directors, as prescribed. By imposing new duties on the District, this bill creates a state-
mandated local program. 
 
The California Constitution requires the state to reimburse local agencies and school districts for certain 
costs mandated by the state. Statutory provisions establish procedures for making that reimbursement. 
This bill would provide that, if the Commission on State Mandates determines that the bill contains costs 
mandated by the state, reimbursement for those costs shall be made pursuant to these statutory 
provisions.   
 

As detailed below, actual and/or estimated costs resulting from the mandate exceed one thousand dollars 
($1,000): 
 

(A) Actual increased costs of new activities that were incurred as a result of the mandate total 
$217,948.07 as follows in the detailed description:   

 
 

1. Expanding the District’s Board Room Dais from five (5) to eight (8) seats.  
 
This required the expansion of the District’s physical spaces, including the Board Room and parking 
lot. In an effort to accommodate AB 1794’s mandate to increase the District’s Board of Directors, a 
number of capital improvements were undertaken, namely: 
 

 Expansion and refurbishment of the Dais to accommodate eight (8) Board Members during 
Board meetings;  

 The purchase of additional microphones and AV equipment to accommodate the Board of 
Directors during Board meetings; and  

 The re-striping of the parking lot to accommodate eight (8) reserved parking spaces for Board 
Members. 

 

The actual increased costs incurred as a result of the need to expand facilities to accommodate eight 
(8) Board Members during Board meetings was $39,359.00 and the breakdown is as follows: 
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 Description Expense Month/Date Cost 

Expansion of the Board Room Dais to include space for three 
more Directors 

 
Dais  

 
April 2017 

 
$25,363.00 

Purchase of material to expand and replace platform to hold 
Board Room Dais 

 
Platform 

 
April 2017 

 
$3,541.00 

Purchase of audio-visual equipment for the use of the three 
(3) new Directors 

 
Microphones and AV  

 
April 2017 

 
$3,570.00 

Refinish entire Board Room Dais to accommodate continuity 
and functionality 

 
Marble for Dais 

 
April 2017 

 
$3,785.00 

Upgrading and re-stripping the parking lot to assign 
designated parking for three (3) additional Directors 

 
Parking Lot Re-
stripping  

 
April 2017 

 
$3,100.00 

Total $39,359.00 

 
2. Project Management to Oversee Building Improvements.  

 
The District also incurred actual increased costs to provide project management of all the physical 
changes to the District’s Board Room and parking lot improvements to accommodate, the three (3) 
new Board members at Board meetings as a result of the mandate. Staff member, Albert Plimpton, 
coordinated this project management. 

 

The actual increased costs incurred was $6,760.50 and the breakdown is as follows:  
 

Description Project Management and Coordinating the Physical Improvements to the District’s Board Room Dais 
and Parking Lot  

Expense Staff Time: Albert Plimpton ID - 304 

Activity Month Rate Hours Cost 

Looked at potential audio video updates to expand 
Board Room Dais - Western Audio Video 

 
December 13, 2016 

 
$90.14 

 
1.5 hrs. 

 
$135.21 

Met with Audio Visual representative to look at 
potential updates to Board Room - Crestron 

 
December 14, 2016 

 
$90.14 

 
2 hrs. 

 
$180.28 

Discussion of potential designs for Board Room 
Dais with Dan Delglize 

 
January 10, 2017 2016 

 
$90.14 

 
1.5 hrs. 

 
$135.21 

Design, review, and corrections to design drawings 
for Boardroom with Pawel Buczek 

 
January 14, 15 & 16, 2017 

 
$90.14 

 
4 hrs. 

 
$360.56 

Onsite visit, review of quote, discussion with Jeff 
Larsen of Tahiti Cabinets. 

 
January 26 & 30, 2017 

 
$90.14 

 
3.5 hrs. 

 
$315.49 

Contract review, legal changes, Granite Quote - 
Tahiti Cabinets 

 
February 1 – 7, 2017 

 
$90.14 

 
12 hrs. 

 
$1,081.68 

Contract review, legal changes, Granite Quote - 
Tahiti Cabinets 

 
February 21, 2017 

 
$90.14 

 
3 hrs. 

 
$270.42 

Manage and assists with platform creation, 
electrical additions, Board Room Dais construction, 
Audio Visual wiring 

 
February 27 & 28, 2017 and 
March 1, 2017 

 
$90.14 

 
16 hrs. 

 
$1,442.24 

Installation of Marble  
March 3, 2017 

 
$90.14 

 
3.5 hrs. 

 
$315.49 

Installation of new Audio-Visual materials, wiring 
modifications, add VGA ports and wiring, 
Microphone installs 

 
March 10, 11, 12, 13 & 14, 
2017 

 
$90.14 

 
12 hrs. 

 
$1,081.68 

Installed brace legs to help keep dais from sagging  
June 7 

 
$90.14 

 
6 hrs. 

 
$540.84 

Meetings with General Manager to go over plans 
and updates on status of work 

 
December 2016 – June 2017 

 
$90.14 

 
10 hrs. 

 
$901.40 

Total $90.14 75 hrs. $6,760.50 
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3. Executive Leadership to Conduct Appointment Process of three (3) additional Directors.  
 

As a result of the mandate, the General Manager was directed by statute to conduct the election 
process. Much of the General Manager’s time was spent on planning, directing, coordinating and 
overseeing the orientation, nomination and election of water purveyor representatives to the District’s 
Board of Directors. 
 

The actual increased costs incurred was $26,344.08 and the breakdown is as follows:  
 

Description Planning, Directing, Coordinating and Monitoring the Implementation of AB 1794 

Expense Staff Time: Kevin P. Hunt ID - 349 

Month Rate Hours Cost 

October 2016 $156.81 24 hrs. $3,763.44 

November 2016 $156.81 24 hrs. $3,763.44 

December 2016 $156.81 24 hrs. $3,763.44 

January 2017 $156.81 24 hrs. $3,763.44 

February 2017 $156.81 24 hrs. $3,763.44 

March 2017 $156.81 24 hrs. $3,763.44 

April 2017 $156.81 24 hrs. $3,763.44 

Total $156.81 168 hrs. $26,344.08 
 

4. Legal Support and Guidance in the Implementation of AB 1794 and Legal Defense. 
 

To support District staff in the implementation of AB 1794 and the appointment of three (3) additional 
Directors, the District sought legal support and guidance to assist staff in facilitating and conducting 
the election and responding to litigation as a result of mandate. 
 

The actual increased costs incurred was $32,835.00 and the breakdown is as follows:  
 

 

After the seating of the three new Directors pursuant to the statute, two lawsuits were filed, each 
trying to block the implementation of the statute.  In the absences of state attorneys defending the 
legislations, the District undertook to contest the legal challenges to the implementation. The actual 
increased costs incurred responding to litigation was $101,688.50 and the breakdown is as follows:  

 

 
Description 

 
Expense 

FY 2016-2017 

Month Cost 

 
Legal Expenses incurred contesting 
litigation brought against the District for 
the implementation of AB 1794. 

 
Legal Services to defend against 
lawsuit filed by Ronald Beilke to 
halt implementation of AB 1794 

February 2017 $8,525.00 

March 2017 $18,150.00 

April 2017 $6,050.00 

May 2017 $16,527.50 

June 2017 $2,970.00 

FY 2017-2018 

July 2017 $2,585.00 

August 2017 $1,286.00 

Total $56,093.50 
 

 
Description 

 
Expense 

FY 2016-2017 

Month Cost 

 
Cost of legal support to assist the staff in facilitating 
and conducting the election 

 
Legal Services: 
Nossaman LLP 

September 2016 $6,682.50 

October 2016 $10,147.50 

November 2016 $4,730.00 

December 2016 $2,887.50 

January 2017 $2,860.00 

February 2017 $1,155.00 

March 2017 $4,372.50 

Total $32,835.00 
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Description 

 
Expense 

FY 2016-2017 

Month Cost 

 
Legal Expenses incurred contesting 
litigation brought against the District for the 
implementation of AB 1794.  The lawsuit 
was filed by the City of Huntington Park. 

 
Legal Services to defend 
against lawsuit filed by the City 
of Huntington Park claiming 
unconstitutionality of AB 1794 

May 2017 $2,805.00 

June 2017 $10,477.50 

FY 2017-2018 

July 2017 $13,832.50 

August 2017 $2,530.00 

September 2017 $15,950.00 

Total $45,595.00 
 

5. Convening of meetings with the water purveyors who would be responsible for the appointment of 
the three (3) additional Directors. 

 

To fully inform water retailers of the legislation and the plan to implement the legislation, the water 
purveyors were invited to convene at the District for mid-day meetings. Some of these meetings were 
attended by the author of the legislation and/or her staff to implement the legislation one of these 
meetings also served to provide the setting for the public opening of the sealed ballots.  
 

The District incurred meal costs to inform water purveyors of the mandates contained in the bill, and 
to discuss the elements of the governance processes and procedures that would be undertaken. 
District representatives met with water purveyors during a seven (7) months period from September 
2016 to March 2017.  The water purveyors consisted of 8 Mutual Water Companies, 2 Large City 
Users, 16 Cities, 5 Special Districts, 3 Private Utilities Large Users, and 5 Other Private Utilities.  
 

The actual increased cost incurred was $1,623.23 and the breakdown is as follows: 
 

Description Expense Month/Date Cost 

 
Lunch Meetings between the District 
and Water Purveyors regarding the 
implementation of AB 1794 and the 
process to follow for nominations and 
election of additional board members 

 
Meals for Meetings with Water 
Purveyors 

September 28, 2016 $259.42 

October 26, 2016 $308.47 

November 16, 2016 $216.00 

December 6, 2016 $253.97 

January 25, 2017 $318.93 

February 22,2017 $266.44 

Total $1,623.23 
 

6. Staff Time and Expense to Conduct Appointment of Three (3) Additional Board Members.   
 

District staff were engaged in the preparation and execution of the nomination process and ballot 
process. Staff members created a database of water purveyors, verified contact information and 
mailing addresses, drafted a memorandum and nominations forms to inform the Water Purveyors of 
the process, and mailed the information to the Water Purveyors utilizing FedEx.  After the nomination 
process, staff prepared the ballots and mailed the information via FedEx. Upon receiving the ballots, 
staff opened the ballots at a Water Purveyor Workshop (referenced above) and documented the 
results.  
 

The actual increased costs incurred for mailing process and staff time was $3,462.61 and the 
breakdown is as follows:  
 

Description Expense Month/Date Cost 

 
Preparation and mailing of Nomination 
Forms  

 
Mailing Nomination forms via FedEx  

 
January 3, 2017 

 
$825.99 

 
Preparation and mailing of Ballot Forms  

 
Mailing ballots via FedEx 

 
January 30, 2017 

 
$932.34 

Total $1,758.33 
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Expense Staff Time: Margarita Aguilar ID – 272 

Description Month Rate Hours Cost 

Create the database of eligible Purveyors and verified 
contact information and mailing addresses. 
 
Drafted and formatted memoranda to inform  
Water Purveyors of Nomination Process and finalize 
Nomination Forms for each type of agency (8 Mutual 
Water Companies, 2 Large City Users, 16 Cities, 5 
Special Districts, 3 Private Utilities Large Users, 5 Other 
Private Utilities)  
 
Print Memoranda and Nomination Forms and stuff and 
mail FedEx Envelopes 
 

 
December 2016 

 
$109.38 

 
5 hrs. 

 
$546.90 

Drafting and Formatting Memorandum Notifying 
Purveyors of the Nominated Candidates that are Eligible 
to run for the three Central Basin Appointed positions on 
the Board of Directors and finalizing Ballot forms for each 
type of agency 
 
Printing of Memorandum and Ballot Forms and Stuffing 
FedEx Envelopes 
 
Creating and finalizing Ballot Results form to be used 
when opening ballots to note results 

 
January 2017 

 
$109.38 

 
8.7 hrs. 

 
$951.61 

Attend Water Purveyors Workshop to open nominations 
and ballots and document Results 

 
February 2017 

 
$109.38 

 
.50 hrs. 

 
$54.69 

Total $109.38 14.2 hrs. $1,553.20 

 
 

Expense Staff Time: Cecilia Pulido ID - 331 

Description Month Rate Hours Cost 

 
Printing of Memorandum and Ballot Forms and Stuffing 
FedEx Envelopes 
 

 
January 2017 

 
$50.36 

 
2.5 hrs. 

 
$125.90 

 
Attend Water Purveyors Workshop to assist with the 
opening of nominations and ballots and document results 

 
February 2017 

 
$50.36 

 
.50 hrs. 

 
$25.18 

Total $50.36 3 hrs. $151.08 

 
 
7. Additional Staff Time Spent on the Implementation of AB 1794. 

 
At the request of the Board of Directors, staff was tasked with preparing a written report on 
implementation process for AB 1794. District staff member Joseph Legaspi was the designated to 
prepare this report. Additionally, at the request of the General Manager he attended the Water 
Purveyor meetings.   
 
The actual increased costs incurred for staff time to attend Water Purveyor meetings and prepare a 
report on the implementation process was $2,751.30. The breakdown is as follows: 
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Expense Staff Time: Joseph Legaspi ID - 324 

Description Month Rate Hours Cost 

 
Attend Water Purveyor meetings and provide a 
written report to the District’s Board of Directors 
regarding the Implementation of AB 1794 

October 2016 $91.71 2 hrs. $183.42 

November 2016 $91.71 2 hrs. $183.42 

December 2016 $91.71 2 hrs. $183.42 

January 2017 $91.71 2 hrs. $183.42 

February 2017 $91.71 12 hrs. $1100.52 

March 2017 $91.71 10 hrs. $917.10 

 Total $91.71 30 hrs. $2,751.30 

 
8. Travel and Office Expense Incurred for an Additional Three (3) Directors.  

 
As a result of AB 1794, the structure of the Board expanded to an eight (8) member Board. Section 
71267 (i)(1) of the mandate stipulates, that an appointed director shall be eligible for the following: 
 

(A) Reimbursement for travel and conference expenses pursuant to the Central Basin 
Municipal Water District Administrative Code. 

 
Furthermore, Section (i)(2) of the mandate, stipulates that an appointed director shall not be eligible 
to receive communication or car allowances but clarifies that “car allowances” does not include travel 
expenses incurred as described in paragraph (1)(A).  
  
The District’s Administrative Code states that each Director shall be permitted a travel budget not-to-
exceed $7,000 per fiscal year to attend conferences, seminars, hearings or other meetings directly 
related to the business of the District and in connection with their official duties. The travel budget is 
for only authorized expenses such as lodging, business meals, conference/seminar registration, and 
transportation. (i.e. air travel, train, rental car or private).   
 
The three (3) appointed Directors took office on February 22, 2017. As a result of the mandate, the 
District incurred actual increased cost for travel and administrative/office expenses for the appointed 
Directors and the breakdown is as follows:  
 

New Cost for Travel and Administrative/Office Expenses for the Appointed Directors 

Description Cost  

Director’s Transportation $22.00 

Director’s Registration and Dues $1,175.00 

Director’s Housing and Accommodations $750.05 

Director’s Meals $73.76 

Photography Services (Portraits and Prints for Appointed Directors) $211.68 

Office Supplies (Name Plates for Board Room Dais, Portrait Name Plates, Picture Frame for 
Appointed Directors) ) 

$449.83 

Miscellaneous  (Meeting Expense: Meal for Installation Ceremony) $441.53 

Total $3,123.85 

 
 
The following breakdown are the cumulative totals for Items 1-8 above, which are the actual 
increase cost that arose from the mandate, none of which would have been incurred had the 
legislation not been enacted.  
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New Activities Cost 

 
1 

 
Expanding the District’s Board Room Dais from five (5) to eight (8) seats 

 
$39,359.00 

 
2 

 
Project Management to Oversee Building Improvements 

 
$6,760.50 

 
3 

 
Executive Leadership to Conduct Appointment Process of Three (3) additional Directors 

 
$26,344.08 

 
4 

 
Legal support and guidance in the implementation of AB 1794 and Legal Defense 

 
$134,523.50 

 
5 

Convening of meetings with the water purveyors who would be responsible for the appointment of 
the three (3) additional Directors 

 
$1,623.23 

 
6 

 
Staff Time and Expense to Conduct Appointment of Three (3) Additional Board Members 

 
$3,462.61 

 
7 

 
Additional Staff Time Spent on the Implementation of AB 1794 

 
$2,751.30 

8 Travel and Administrative/Office Expense Incurred for an Additional Three (3) Directors $3,123.85 

Total $217,948.07  

 
(B) A detailed description of existing activities and costs that are modified by the mandate.  

 
Prior to the State mandate, the District functioned under the direction of a publicly-elected, five-
member Board of Directors. The Board carries out the mission of the District through policy actions 
implemented at its public meetings and regional and industry leadership.  Below is a detailed 
description of existing activities and costs that are modified by the mandate. 
 
Compensation and Travel Expense 
 
It is the policy of the District to compensate its Directors for the time they dedicate to advancing the 
projects and activities of the District.  Directors are compensated for each day's attendance at 
meetings of the Board and committees, or for each day's work at direction of the Board, not exceeding 
a total of 10 days in any calendar month. The amount is established by ordinance or resolution and 
is currently $233.17 per meeting.  
 
As stated previously in Part 5. Written Narrative, Section (A)(8), Directors shall be permitted a travel 
budget not-to-exceed $7,000 per fiscal year to attend conferences, seminars, hearings or other 
meetings directly related to the business of the District and in connection with their official duties.  
 
In fiscal year 2016-2017 the departments year-to-date expenses for compensation and travel 
expense of existing activities was $19,759.02. 
 
Administration and Office Expense  
 
Under the leadership of the General Manager, development and implementation of Board policies 
and District-wide administration is carried out. While the District’s contracted General Counsel 
functions in a direct reporting relationship to the Board of Directors, much of the District’s day-to-day 
interaction with General Counsel is managed by the General Manager. However, the District often 
requires additional, project-based legal assistance from General Counsel. 
 
Under the leadership of the Director of Administration & Board Services, the various functions of the 
Administration & Board Services Department come together to provide effective internal District 
operations. The Department provides administrative assistance to the Board of Directors; District-
wide logistical planning and support; communications guidance for complex and diverse relationships 
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with other elected officials, governmental agencies, business and community organizations, interest 
groups, the public; and a variety of critical support services.  
 
In fiscal year 2016-2017 the departments year-to-date expenses in support to the Board of Directors 
was $6,870.02. 
 
The table below is a cumulative total of existing activities based on the framework of a five (5) 
member Board and costs that were modified as a result of the mandate. 
 

Existing Activities and Costs for FY 2016-2017 

Description Budget Year-to-Date 
Expenses 

Director’s Mileage $4,000.00 $1,293.82 

Director’s Transportation $3,500.00 $3,122.52 

Director’s Registration and Dues $9,000.00 $6,420.88 

Director’s Housing and Accommodations $9,500.00 $8,347.05 

Director’s Meals $4,000.00 $574.75 

Photography Services $750.00 $9.73 

Courier Services $2,500.00 $1,104.30 

Office Supplies $2,600.00 $1,202.73 

Meeting Expense $8,500.00 $2,779.82 

Postage $1,500.00 $0.00 

Memberships and Certifications $250.00 $90.00 

Miscellaneous  $3,000.00 $1,683.44 

 $49,100.00 $26,629.04 

 
(C) The actual increased costs incurred by the claimant during the fiscal year for which the claim 

was filed to implement the alleged mandate.  
 

In addition to the $26,629.04 the District spent as its usual costs during fiscal year 2016-2017 for 
existing activities, it incurred additional cost of $181,764.57 to implement the AB 1794 mandate during 
the fiscal year (2016-2017) for which the claim was filed. Below is the breakdown of the actual 
increased costs incurred by the District in fiscal year 2016-2017:  
 

 
Actual Increased Costs in Fiscal Year 2016-2017 to Implement Mandate 

 

Description  FY 16-17 
Budget 

Year-to-Date 
Expenses 

Budget 
Deficit 

 
1 

Expanding the District’s Board Room Dais from five (5) to eight 
(8) seats 

 
$0.00 

 
$39,359.00 

 
($39,359.00) 

 
2 

 
Project Management to Oversee Building Improvements 

 
$0.00 

 
$6,760.50 

 
($6,760.50) 

 
3 

Executive Leadership to Conduct Appointment Process of Three 
(3) additional Directors 

 
$0.00 

 
$26,344.08 

 
($26,344.08) 

 
4 

Legal support and guidance in the implementation of AB 1794 
and Legal Defense:  

 Legal expenses incurred to contest litigation resulting from 
lawsuit brought forth by Ron Beilke (includes cost from 
February 2017- June 2017)  

 Legal expenses incurred to contest litigation resulting from 
lawsuit brought forth by the City of Huntington Park (includes 
cost from May 2017- June 2017) 

 
$0.00 

 
$98,340 

 
($98,340) 
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5 

Convening of meetings with the water purveyors who would be 
responsible for the appointment of the three (3) additional 
Directors 

 
$0.00 

 
$1,623.23 

 
($1,623.23) 

 
6 

Staff Time and Expense to Conduct Appointment of Three (3) 
Additional Board Members 

 
$0.00 

 
$3,462.61 

 
($3,462.61) 

 
7 

 
Additional Staff Time Spent on the Implementation of AB 1794 

 
$0.00 

 
$2,751.30 

 
($2,751.30) 

8 Travel and Administrative/Office Expense Incurred for an 
Additional Three (3) Directors 

 
$0.00 

 
$3,123.85 

 
($3,123.85) 

Total $0.00 $181,764.57 ($181,764.57) 

 
(D) The estimated annual costs that will be incurred by the claimant to implement the alleged 

mandate during the fiscal year immediately following the fiscal year for which the claim was 
filed.  

 
As a result of AB 1794, the structure of the Board has now been expanded to an eight (8) member 
Board. As previously stated, Section 71267 (i)(1) of the mandate stipulates, that an appointed director 
shall be eligible for all of the following: 
 

(A) Reimbursement for travel and conference expenses pursuant to the Central Basin 
Municipal Water District Administrative Code. 
 

(B) Compensation for up to 10 meetings per month at the per meeting rate provided by the 
Central Basin Municipal Water District Administrative Code. 
 

(C) Health insurance benefits, if those benefits are not provided by the director’s employer. 
 

As previously stated, section (i)(2) of the mandate, stipulates that an appointed director shall not be 
eligible to receive communication or car allowances but clarifies that “car allowances” does not 
include travel expenses incurred as described in paragraph (1)(A). As a result, the District is 
budgeting for travel expenses that arise from the need of the three (3) additional Directors to travel 
to and from conferences.  
 
Section (i)(3) of the mandate, states that an appointed director may waive the reimbursement and 
compensation described in paragraph (1)(B) and may be required to reimburse his or her employer 
for any compensation received.  
 
Based on the stipulations provided by the mandate, the District budgeted the cost of governance, 
administrative functions of the department and legal support based on the framework of an eight (8) 
member Board as oppose to the previous five (5) member Board for fiscal year 2017-2018. Below is 
the breakdown estimated annual cost for fiscal year 2017-2018: 

 
 

Estimated Annual Costs to be Incurred for an additional three (3) Directors  
in Fiscal Year 2017-2018 per AB 1794 Mandate 

 

Description Budget Year-to-Date 
Expenses 

Budget 
Balance 

Director’s Per Diem (3 Mandated Directors have opted not to 
receive a Per Diem) 

$0.00 $0.00 $0.00 

Car Allowance (Disallowed by Mandate ) $0.00 $0.00 $0.00 

Director’s Communication (Disallowed by Mandate) $0.00 $0.00 $0.00 

Director’s Mileage - $750 X 3 Directors = $2,250  $2,250.00 $0.00 $2,250.00 
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Director’s Transportation $1,000 X 3 Directors = $3,000 $3,000 $0.00 $3,000.00 

Director’s Registration and Dues - $1,500 X 3 Directors = 
$4,500 

$4,500.00 $0.00 $4,500.00 

Director’s Housing and Accommodations - $1,600 X 3 
Directors = $4,800 

$4,800.00 $0.00 $4,800.00 

Director’s Meals - $750 X 3 Directors = $2,250 $2,250.00 $0.00 $2,250.00 

Consultants $0.00 $0.00 $0.00 

Photography Services $0.00 $0.00 $0.00 

Courier Services – $125 X 3 Directors = $375 $375.00 $0.00 $375.00 

Office Supplies – $187.50 X 3 Directors = $562.50 $562.50 $0.00 $562.50 

Meeting Expense $0.00 $0.00 $0.00 

Postage - $125 X 3 Directors = $375.00 $375.00 $0.00 $375.00 

Memberships and Certifications  $0.00 $0.00 $0.00 

Miscellaneous - $125 X 3 Directors = $375.00 $375.00 $0.00 $375.00 

Total $18,487.50 $0.00 $18,487.50 

 
 

 
Actual or Estimated Annual Costs to be Incurred for Legal Support 

in Fiscal Year 2017-2018 per AB 1794 Mandate 
 

Description Budget Actual Costs 
Year-to-Date 

Expenses 

Estimated 
Costs 

Legal and staff costs to write Board of Directors election 
process into District Administrative Code 

$6,500.00 $0.00 $6,500.00 

Legal expenses incurred to contest litigation resulting 
from lawsuit brought forth by Ronald Beilke (includes 
cost from July 2017- August 2017) – Litigation Settled 

$9,000.00 $3,871.00 $3,871.00 

Legal expenses incurred to contest litigation resulting 
from lawsuit brought forth by the City of Huntington 
Park (includes cost from July 2017-September 2017) – 
Litigation is still Ongoing* 

$9,000.00 $32,312.50 $150,000 

Total $24,500.00 $36,183.50 $160,371.00 

*Legal expenses to contest litigation resulting from lawsuit brought forth by the City of Huntington Park is still ongoing and 

as such, the District estimates cost to continue through June 2018.  

 
It should also be noted that the three new appointed Directors serve two or four year initial terms, 
after which four year terms will be filled on a rotating basis, requiring elections which will involve time 
and expenses of the General Manager, staff, and possibly legal staff, on a recurring basis but not 
reflected in the 2017-2018 estimate of increased costs. 
 
The cumulative estimated increased annual cost to be incurred for an additional three (3) 
Directors and Legal Support in fiscal year 2017-2018 per the AB 1794 mandate is $178,858.50. 
 

(E) A statewide cost estimate of increased costs that all local agencies or school districts will 
incur to implement the alleged mandate during the fiscal year immediately following the fiscal 
year for which the claim was filed.  

 
There is no statewide cost estimate of increased costs that all local agencies or school districts will 
incur to implement the mandate during the fiscal year immediately following the fiscal year for which 
the claim was filed. Not applicable.  
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(F) Identification of all of the following funding sources available for this program: (i) Dedicated 
state funds (ii) Dedicated federal funds (iii) Other nonlocal agency funds (iv) The local 
agency’s general purpose funds (v) Fee authority to offset costs.  

 
The source of the funding for this program is the District’s general fund. Implementation of the statute 
does not increase water quality or water supply, nor does the statute provide for a new or enhanced 
level of service for which customers may be charged. If the Commission on State Mandates 
determines that the statutory mandates of AB 1794 contains costs mandated by the state, 
reimbursement for those costs shall be made. There are no other funding sources available.   

 
(G) Identification of prior mandate determinations made by the Board of Control or the 

Commission on State Mandates that may be related to the alleged mandate.  
 

Not Applicable. 
 
(H) Identification of a legislatively determined mandate pursuant to Government Code section 

17573 that is on the same statute or executive order. 
 

Not Applicable. 
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Central Basin Municipal Water District
10/ 12/ 16

Page 6

Client:       501817

Matter:      0001

Invoice:     458349

Re:  General Counsel Services

BILLING CATEGORY CBMWD12: GOVERNANCE STRUCTURE

09/07/ 16 CBM 01 AES 0.40 110.00

WD12

09/ 19/ 16 CBM 01 LWP 0. 30 82. 50
WD12

09/ 20/ 16 CBM 01 LWP 1. 70 467. 50
WD12

09/ 21/ 16 CBM 01 AES 2. 60 715.00
WD12

09/ 21/ 16 CBM 01 LWP 1. 10 302.50

WD12

09/22/ 16 CBM 01 AES 2. 90 797.50
WD12

09/ 23/ 16 CBM 01 LWP 0. 00 0. 00
WD12

09/ 23/ 16 CBM 01 LWP 0. 30 82.50
WD12

09/27/ 16 CBM 01 AES 1. 70 467.50
WD12

09/27/ 16 CBM 01 AES 1. 60 440.00
WD12

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
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Central Basin Municipal Water District
10/ 12/ 16

Page 7

Client:       501817

Matter:      0001

Invoice:     458349

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

09/ 27/ 16 CBM 01 LWP 0. 50 137. 50
WD12

09/ 28/ 16 CBM 01 AES 1. 80 495. 00
WD12

09/28/ 16 CBM 01 AES 2. 00 550.00
WD12

09/28/ 16 CBM 01 LWP 0.60 165.00
WD12

09/ 28/ 16 CBM 01 LWP 3. 00 825.00
WD12

09/29/ 16 CBM 01 LWP 1. 80 495. 00
WD12

09/29/ 16 CBM 01 LWP 0. 30 82. 50
WD12

09/ 29/ 16 CBM 01 LWP 0. 10 27.50
WD12

09/ 30/ 16 CBM 01 AES 0. 80 220. 00
WD12

09/ 30/ 16 CBM 01 AES 0.40 110.00
WD12

09/30/ 16 CBM 01 AES 0. 40 110. 00
WD12

TOTAL CBMWD12:       6, 682. 50

nossaman. com

Implementation of Assembly Bill 1794 
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Central Basin Municipal Water District
11/ 14/ 16

Page

Client: 501817

Matter: 0001

Invoice: 459636

Re: General Counsel Services

BILLING CATEGORY 12: GOVERNANCE STRUCTURE

1017Y18 CBM 01 SC2 3. 50 902.50
VVD12

 

nossamauumn
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Central Basin Municipal Water District
11/ 14/ 18

Page

Client: 501817

Matter: 0001

Invoice: 459630
He: General Counsel Services

Date Task/Action Iimekeepe Hours Description Amount

10/ 17/ 16 CBM 01 8C2 1. 10 302. 50
VVC)12

10/ 18/ 16 CBM 01 8C2 1. 20 330. 00
VVO12

10/ 18/ 16 CBM 01 8C2 1. 50 412.50
VVD12

 

10/ 18/ 16 CBM 01 8C2 0. 20 55.00
VVU12

10/ 18/ 16 CBM 01 LVVP 1. 60 440.00
VVD12

10/ 19/ 16 CBM 01 LVVP 1. 10 302. 50
VVD12

nossaman.com
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Central Basin Municipal Water District
11/ 14/ 1G

Page

Client: 501817

Matter: 0001

Invoice: 459636

Re: General Counsel Services

Date Hours Description Amount

10/ 19/ 16 CBM 01 LVVP 0.20 55. 00
VVD12

10/ 19/ 18 CBM 01 LVVP 0. 10 27. 50
VVO12

10/ 20/ 16 CBM 01 AES 1. 80 522. 50
VVD12

10/20/ 16 CBM 01 LVVP 1. 80 495. 00
VVO12

10/ 20/ 16 CBM 01 LVVP 0. 80 220. 00
VVD12

10/ 21/ 16 CBM 01 AES 1. 60 440. 00
VVD12

10/ 21/ 18 CBM 01 VVP 0. 80 220. 00
VVD12

10/ 21/ 16 CBM 01 LVVP 0. 30 82. 50
VVD12

10/ 22/ 16 CBM 01 AKD 0. 20 55. 00
VVD12

10/ 24/ 16 CBM 01 LVVP 0. 30 82. 50
VVD12

10/ 24/ 16 CBM 01 LVVP 0. 20 55.00
VVD12

10/ 24/ 16 CBM 01 LVVP 0. 30 82.50
VVD12

noemaman. com
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Central Basin Municipal Water District, Claimant 
“7. Documentation” 

100



Central Basin Municipal Water District
11/ 14/ 18

Page

Client: 501817
Matter 0001

Invoice: 459636

Re General Counsel Services

Date Task/Action Timekeepe Hours Description

10/ 24/ 16 CBM 01 SC2 1. 00
VVD12

10C24/ 16 CBM 01 GC2 0. 20
VV[ J12

10/ 26/ 16 CBM 01 AES 1. 70
VVD12

10/ 26/ 16 CBM 01 AES 0. 80
W012

10/ 26/ 18 C8K8 01 AES 1. 70
W012

10/26/ 18 CBM 01 LWP 0. 20
VVO12

10/ 26/ 16 CBM 01 LVVP 0. 30
VVO12

10/ 26/ 16 C0K8 01

VVO12

10/26K16 CBM 01

VVD12

10/27/ 18 CBM 01

VVO12

10/ 27716 CBM 01

LVVP 0. 50

LVV9 1. 08

LVVP 1. 50

LWP 0. 50

AES 1. 40

AES 1. 90

AEG 1. 70

Amount

275. 00

467.50

220.00

467.50

55.00

82. 50

137. 50

275.00

412.50

13T5O

385. 00

522.50

467.50

nqssoman.00m

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Centra/ Basin Municipal Water District
11/ 14/ 1O

Page 10

Client: 501817

00550.00VV013

Matter: 0001

Invoice: 459036
Ra: General Counsel Services

Date Task/Action limekeepeI8ours Description Amount

10/28/ 16 CBM 01 kVVP 1. 50 412. 50
VV[) 12

10/ 31/ 16 C0K8 01 AES 1. 90 522.50
VV[} 12

10/ 31/ 16 CBM 01 kVVP 0.30 82. 50
VVD12

10/ 31/ 16 CBM 01 LVVP 0. 10 27.50
W012

TOTALCBy0WD12: 10. 147. 50

00550.00VV013

nvseaman.cvm

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
12/ U9/ 18

Page

Client: 501817

Matter 0001

Invoice: 460703
Re: General Counsel Services

BILLING CATEGORY CBMWD12: GOVERNANCE STRUCTURE

11/ 01/ 16 CBM 01 AES 0. 80 220. 00
VVD12

11/ 02/ 16 CBM 01 AES 1. 20 330.00
VV[] 12

11/ 02/ 16 CBM 01 LVVP 1. 40 385.00
VVO12

11/ 02/ 16 CBM 01 LVVP 1. 20 330.00
VVD12

11/ 03/ 16 CBM 01 LVVP 0. 80 220.00
VV[) 12

11/ 11/ 16 CBM 01 LVVP 1. 00 275.00
VVO12

11/ 15/ 18 CBM 01 AEG 1. 90 522. 50
VVO12

11/ 15/ 16 CBM 01 LVVP 0. 20 55. 00
VVD12

11/ 15/ 16 CBM 01 LVVP 0. 20 55.00
VV[) 12

nvssaman.nom

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
12/ OQ/ 1O

Page

Client: 601817

Matter: 0001
Invoice: 460703
Re: General Counsel Services

ate Hours Description Amount

11/ 10/ 16 CBM 01 AES 1. 70 467. 50
VVD12

11/ 17/ 16 CBM 01 AES 2. 80 715. 00
VVD12

11/ 21/ 18 CBM 01 AES 0. 80 220. 00
VVD12

11/ 21/ 18 CBM 01 AES 2. 30 632. 50
VVD12

 

11/ 23/ 18 CBM 01 LVVP 0. 30 82. 50
VVD12

11/ 29/ 16 CBM 01 AES 0. 80 220. 00
VVD12

TOTALCB8HWD12: 4. 730.00

nossaman.cpm

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

104



Central Basin Municipal Water District
02/ 02/ 17

Page 6

Client: 501817

Matter:       0001

Invoice:      461632

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

BILLING CATEGORY CBMWD12: GOVERNANCE STRUCTURE

12/ 05/ 16 CBM 01 JJs 3. 50 0. 00
WD12

12/ 06/ 16 CBM 01 JJs 1. 50 0. 00
WD12

12/ 06/ 16 CBM 01 LWP 0. 50 137. 50
WD12

12/ 06/ 16 CBM 01 LWP 0. 50 137. 50
WD12

12/ 06/ 16 CBM 01 LWP 1. 00 275.00
WD12

12/ 06/ 16 CBM 01 LWP 0. 50 137. 50
WD12

12/ 13/ 16 CBM 01 AES 2. 90 797.50
WD12

12/ 13/ 16 CBM 01 JJs 1. 00 0. 00
WD12

12/ 19/ 16 CBM 01 AES 2. 70 742. 50
WD12

12/ 20/ 16 CBM 01 JJs 1. 50 0. 00
WD12

12/ 29/ 16 CBM 01 AES 1. 30 357.50
WD12

12/ 29/ 16 CBM 01 LWP 0. 90 247. 50
WD12

12/ 29/ 16 CBM 01 LWP 0. 10 27. 50
WD12

12/ 29/ 16 CBM 01 LWP 0. 10 27. 50
WD12

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
02/ 02/ 17

Page 7

Client:       501817

Matter:       0001

Invoice:     461632

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

TOTAL CBMWD12:   2, 887.50

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
02/ 22/ 17
Page 7

Client:       501817

Matter:       0001

Invoice:     463428

Re:   General Counsel Services

BILLING CATEGORY CBMWD12: GOVERNANCE STRUCTURE

01/ 24/ 17 CBM 01 AES 1. 00 275. 00
WD12

01/ 25/ 17 CBM 01 AES 1. 30 357. 50
WD12

01/ 25/ 17 CBM 01 LWP 0. 50 137.50
WD12

01/ 25/ 17 CBM 01 LWP 0. 20 55. 00
WD12

01/ 25/ 17 CBM 01 LWP 0. 50 137. 50
WD12

01/ 25/ 17 CBM 01 LWP 0. 50 137.50
WD12

01/ 26/ 17 CBM 01 AES 2. 90 797. 50
WD12

01/ 26/ 17 CBM 01 LWP 0. 80 220. 00
WD12

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
02/22/ 17

Page 8

Client:       501817

Matter:       0001

Invoice:      463428

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

01/ 26/ 17 CBM 01 LWP 0. 20 55. 00
WD12

01/ 31/ 17 CBM 01 AES 0. 70 192. 50
WD12

01/ 31/ 17 CBM 01 LWP 0. 70 192. 50
WD12

01/ 31/ 17 CBM 01 LWP 1. 10 302.50
WD12

TOTAL CBMWD12:   2,860.00

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
03/ 14/ 17

Page 7

Client:       501817

Matter:       0001

Invoice:     464133

Re:   General Counsel Services

BILLING CATEGORY CBMWD12: GOVERNANCE STRUCTURE

02/ 07/ 17 CBM 01 LWP 0. 10 27. 50
WD12

02/ 08/ 17 CBM 01 LWP 0. 20 55. 00
WD12

02/ 08/ 17 CBM 01 LWP 1. 40 385. 00
WD12

02/ 09/ 17 CBM 01 LWP 0. 10 27. 50
WD12

02/ 22/ 17 CBM 01 AES 1. 00 275. 00
WD12

02/24/ 17 CBM 01 AES 0. 90 247.50
WD12

02/ 24/ 17 CBM 01 LWP 0. 10 27. 50
WD12

02/28/ 17 CBM 01 LWP 0. 40 110. 00
WD12

TOTAL CBMWD12:   1, 155. 00

.

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
03/ 14/ 17

Page 8

Client:       501817

Matter:       0001

Invoice:      464133

Re:   General Counsel Services

BILLING CATEGORY CBMWD21: AB 1794 LAWSUIT

02/ 15/ 17 CBM 01 GRN 0. 10 27.50
WD21

02/ 15/ 17 CBM 01 GRN 0. 30   82. 50
WD21

02/ 15/ 17 CBM 01 LWP 0. 60 165. 00
WD21

02/ 15/ 17 CBM 01 LWP 0. 10   27. 50
WD21

02/ 15/ 17 CBM 01 LWP 0. 10 27. 50
WD21

02/ 15/ 17 CBM 01 LWP 0. 10 27. 50
WD21

02/ 15/ 17 CBM 01 LWP 0. 10 27. 50
WD21

02/ 15/ 17 CBM 01 LWP 0. 30 82. 50
WD21

02/ 16/ 17 CBM 01 AES 3. 90 1072. 50
WD21

02/ 16/ 17 CBM 01 AES 2. 30 632. 50
WD21

02/ 17/ 17 CBM 01 AES 2. 00 550.00
WD21

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
03/ 14/ 17

Page 9

Client:       501817

Matter:       0001

Invoice:      464133
Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

02/ 17/ 17 CBM 01 LWP 0. 50 137. 50
WD21

02/ 17/ 17 CBM 01 LWP 0. 30 82. 50
WD21

02/ 17/ 17 CBM 01 LWP 2. 50 687.50
WD21

02/ 17/ 17 CBM 01 LWP 0. 30 82. 50
WD21

02/ 17/ 17 CBM 01 LWP 0. 50 137. 50
WD21

02/23/ 17 CBM 01 AES 3. 80 1045. 00
WD21

02/23/ 17 CBM 01 AES 2. 40 660. 00
WD21

02/23/ 17 CBM 01 LWP 6. 50 1787. 50
WD21

02/24/ 17 CBM 01 AES 1. 50 412.50
WD21

02/ 24/ 17 CBM 01 LWP 0. 30 82. 50
WD21

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
03/ 14/ 17

Page 10

Client:       501817

Matter:       0001

Invoice:      464133

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

02/24/ 17 CBM 01 LWP 1. 40 385. 00
WD21

02/24/ 17 CBM 01 LWP 0. 30 82. 50
WD21

02/24/ 17 CBM 01 LWP 0. 10 27.50
WD21

02/24/ 17 CBM 01 LWP 0. 10 27. 50
WD21

02/24/ 17 CBM 01 LWP 0. 20 55.00
WD21

02/27/ 17 CBM 01 AES 0. 40 110. 00
WD21

TOTAL CBMWD21:   8, 525.00

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
04/ 07/ 17

Page 10

Client:       501817

Matter:      0001

Invoice:     464823

Re:  General Counsel Services

BILLING CATEGORY CSMWDI2: GOVERNANCE STRUCTURE

03/ 01/ 17 CBM 01 AES 0. 90 247. 50
WD12

03/ 02/ 17 CBM 01 LWP 0. 10 27.50
WD12

03/ 03/ 17 CBM 01 LWP 0. 10 27. 50
WD12

03/ 06/ 17 CBM 01 AES 1. 20 330.00
WD12

03/06/ 17 CBM 01 AES 2. 90 797. 50
WD12

03/06/ 17 CBM 01 AES 0. 50 137. 50
WD12

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
04/ 07/ 17

Page 11

Client:       501817

Matter:      0001

Invoice:     464823
Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

03/ 06/ 17 CBM 01 LWP 0. 50 137.50
WD12

03/ 06/ 17 CBM 01 LWP 0. 50 137. 50
WD12

03/ 06/ 17 CBM 01 LWP 0. 20 55.00
WD12

03/ 06/ 17 CBM 01 LWP 0. 40 110.00
WD12

03/ 06/ 17 CBM 01 LWP 0. 20 55.00
WD12

03/ 06/ 17 CBM 01 LWP 0. 10 27.50
WD12

03/ 07/ 17 CBM 01 AKD 0. 30 82. 50
WD12

03/ 07/ 17 CBM 01 LWP 0. 30 82.50
WD12

03/ 07/ 17 CBM 01 LWP 0. 10 27.50
WD12

03/ 10/ 17 CBM 01 AES 0. 70 192. 50
WD12

03/ 10/ 17 CBM 01 LWP 0. 30 82. 50
WD12

03/ 15/ 17 CBM 01 AES 1. 50 412. 50
WD12

03/ 17/ 17 CBM 01 AES 0. 70 192. 50
WD12 i

03/ 20/ 17 CBM 01 AES 0. 80 220. 00
WD12 i

r

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
04/07/ 17

Page 12

Client:       501817

Matter:      0001

Invoice:     464823

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

03/21/ 17 CBM 01 AES 0.40 110. 00
WD12

03/ 22/ 17 CBM 01 AES 1. 20 330.00
WD12

03/ 22/ 17 CBM 01 LWP 1. 20 330. 00
WD12

03/ 23/ 17 CBM 01 AES 0.40 110. 00
WD12

03/ 24/ 17 CBM 01 AES 0. 40 110. 00
WD12

TOTAL CBMWD12:       4, 372. 50

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

115



Central Basin Municipal Water District

04/ 07/ 17

Page 13

Client:       501817

Matter:      0001

Invoice:     464823

Re:   General Counsel Services

BILLING CATEGORY CBMWD21: AB 1794 LAWSUIT

03/ 06/ 17 CBM 01 GRN 0. 20 55.00
WD21

03/ 06/ 17 CBM 01 GRN 0. 50 137.50

WD21

03/ 07/ 17 CBM 01 AES 2. 80 770. 00
WD21

03/ 07/ 17 CBM 01 GRN 0. 50 137. 50
WD21

03/ 07/ 17 CBM 01 GRN 0. 60 165. 00

WD21

03/ 07/ 17 CBM 01 GRN 1. 90 522. 50
WD21

03/ 07/ 17 CBM 01 LWP 0. 50 137. 50
WD21

03/ 08/ 17 CBM 01 LWP 0. 10 27. 50
WD21

03/ 08/ 17 CBM 01 LWP 0. 50 137. 50

WD21

03/ 08/ 17 CBM 01 LWP 0. 30 82. 50

WD21

03/ 09/ 17 CBM 01 AES 0. 90 247. 50

WD21

03/ 09/ 17 CBM 01 LWP 0. 10 27. 50

WD21

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District

04/ 07/ 17

Page 14

Client:       501817

Matter:      0001

Invoice:     464823

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

03/ 09/ 17 CBM 01 LWP 0. 10 27.50

WD21

03/ 09/ 17 CBM 01 LWP 0. 10 27. 50

WD21

03/ 09/ 17 CBM 01 LWP 0. 30 82. 50

WD21

03/ 09/ 17 CBM 01 LWP 0. 10 27. 50

WD21

03/ 09/ 17 CBM 01 LWP 0. 10 27.50

WD21

03/ 13/ 17 CBM 01 LWP 0. 20 55.00

WD21

03/ 13/ 17 CBM 01 LWP 0.20 55.00

WD21

03/ 14/ 17 CBM 01 AES 1. 60 440. 00
WD21

03/ 17/ 17 CBM 01 LWP 0. 10 27. 50

WD21

03/20/ 17 CBM 01 LWP 0. 90 247. 50
WD21

03/ 20/ 17 CBM 01 LWP 0.40 110. 00

WD21

03/ 20/ 17 CBM 01 LWP 0.20 55. 00

WD21

03/21/ 17 CBM 01 LWP 0. 30 82. 50
WD21

03/22/ 17 CBM 01 LWP 0. 10 27. 50

WD21

03/ 23/ 17 CBM 01 LWP 0. 10 27.50

WD21 of amended complaint.

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District

04/ 07/ 17
Page 15

Client:       501817

Matter:      0001

Invoice:     464823

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

03/ 24/ 17 CBM 01 AES 0. 90 247.50

WD21

03/ 24/ 17 CBM 01 AES 0. 70 192. 50

WD21

03/26/ 17 CBM 01 GRN 3. 20 880. 00

WD21

03/ 27/ 17 CBM 01 GRN 0. 10 27.50

WD21

03/27/ 17 CBM 01 GRN 0. 30 82. 50

WD21

03/ 27/ 17 CBM 01 GRN 4. 40 1210. 00

WD21

03/ 28/ 17 CBM 01 AES 0. 90 247. 50
WD21

03/28/ 17 CBM 01 GRN 4. 10 1127. 50

WD21

03/ 29/ 17 CBM 01 AES 1. 30 357. 50

WD21

03/29/ 17 CBM 01 AES 0. 80 220. 00
WD21

03/ 29/ 17 CBM 01 GRN 0. 20 55.00
WD21

03/ 29/ 17 CBM 01 GRN 0. 20 55.00
WD21

03/29/ 17 CBM 01 GRN 0. 50 137.50
WD21

03/ 29/ 17 CBM 01 GRN 6. 40 1760. 00

WD21

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District

04/ 07/ 17

Page 16

Client:       501817

Matter:      0001

Invoice:     464823

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

03/ 29/ 17 CBM 01 GRN 2. 50 687.50

WD21

03/29/ 17 CBM 01 GRN 5. 30 1457.50

WD21

03/29/ 17 CBM 01 GRN 0. 10 27. 50

WD21

03/ 29/ 17 CBM 01 LWP 0. 10 27. 50

WD21

03/ 29/ 17 CBM 01 LWP 0. 20 55.00

WD21

03/29/ 17 CBM 01 LWP 0. 10 27. 50

WD21

03/ 30/ 17 CBM 01 AES 1. 60 440. 00

WD21

03/ 30/ 17 CBM 01 AES 1. 80 495. 00

WD21

03/ 30/ 17 CBM 01 GRN 1. 70 467. 50

WD21

03/ 30/ 17 CBM 01 GRN 7.60 2090.00

WD21

03/ 30/ 17 CBM 01 GRN 0. 20 55. 00

WD21

03/ 30/ 17 CBM 01 GRN 0. 20 55. 00

WD21

03/ 30/ 17 CBM 01 GRN 0.20 55. 00

WD21

03/ 30/ 17 CBM 01 GRN 0. 70 192. 50

WD21

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District

04/07/ 17

Page 17

Client:       501817

Matter:      0001

Invoice:     464823

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

03/ 30/ 17 CBM 01 GRN 0. 30 82.50

WD21

03/ 30/ 17 CBM 01 GRN 1. 20 330.00

WD21

03/ 30/ 17 CBM 01 LWP 1. 00 275. 00

WD21

03/ 30/ 17 CBM 01 LWP 0. 20   55.00

WD21

03/ 30/ 17 CBM 01 LWP 0. 10 27.50

WD21

03/ 30/ 17 CBM 01 LWP 0. 30 82.50

WD21

03/ 31/ 17 CBM 01 GRN 0. 20 55.00

WD21

03/ 31/ 17 CBM 01 GRN 0. 30 82. 50

WD21

03/ 31/ 17 CBM 01 GRN 2. 10 577.50

WD21

03/ 31/ 17 CBM 01 LWP 0. 30 82. 50

WD21

TOTAL CBMWD21:      18, 150.00

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
05/ 15/ 17

Page 5

Client:       501817

Matter:       0001

Invoice:     466266

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

BILLING CATEGORY CBMWD21: AB 1794 LAWSUIT

04/03/ 17 CBM 01 AES 2. 30 632. 50
WD21

04/ 03/ 17 CBM 01 GRN 0. 10 27. 50
WD21

04/ 03/ 17 CBM 01 GRN 0. 80 220. 00
WD21

04/ 07/ 17 CBM 01 GRN 0. 30 82. 50
WD21

04/ 11/ 17 CBM 01 GRN 0. 20 55. 00
WD21

04/ 11/ 17 CBM 01 LWP 0. 20 55. 00
WD21

04/ 11/ 17 CBM 01 LWP 0. 30 82. 50
WD21

04/ 12/ 17 CBM 01 AES 2. 90 797. 50
WD21

04/ 12/ 17 CBM 01 GRN 0. 50 137. 50
WD21

04/ 12/ 17 CBM 01 GRN 0. 40 110. 00
WD21

04/ 12/ 17 CBM 01 GRN 0. 40 110. 00
WD21

04/ 12/ 17 CBM 01 GRN 0. 70 192.50
WD21

04/ 12/ 17 CBM 01 LWP 0. 10 27. 50
WD21

04/ 12/ 17 CBM 01 LWP 0. 30 82. 50
WD21

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
05/ 15/ 17

Page 6

Client:       501817

Matter:      0001

Invoice:     466266

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

04/ 12/ 17 CBM 01 LWP 0. 10 27.50
WD21

04/ 13/ 17 CBM 01 AES 2. 60 715. 00
WD21

04/ 13/ 17 CBM 01 AES 2. 80 770. 00
WD21

04/ 14/ 17 CBM 01 AES 2. 90 797. 50
WD21

04/ 14/ 17 CBM 01 GRN 0. 10 27.50
WD21

04/ 17/ 17 CBM 01 GRN 0. 10 27. 50
WD21

04/ 17/ 17 CBM 01 LWP 0. 20 55. 00
WD21

04/ 18/ 17 CBM 01 GRN 0. 10 27.50
WD21

04/ 18/ 17 CBM 01 GRN 0. 20 55. 00
WD21

04/ 18/ 17 CBM 01 GRN 0. 70 192. 50
WD21

04/ 18/ 17 CBM 01 LWP 0. 20 55. 00
WD21

04/ 19/ 17 CBM 01 GRN 1. 60 440. 00
WD21

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District
05/ 15/ 17

Page 7

Client:       501817

Matter:       0001

Invoice:     466266

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

04/ 19/ 17 CBM 01 GRN 0. 30 82. 50
WD21

04/ 19/ 17 CBM 01 LWP 0. 20 55.00
WD21

04/25/ 17 CBM 01 LWP 0. 10 27.50
WD21

04/26/ 17 CBM 01 GRN 0. 20 55.00
WD21

04/26/ 17 CBM 01 GRN 0. 10 27.50
WD21

TOTAL CBMWD21:   6,050. 00

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District

06/ 14/ 17

Page 8

Client:       501817

Matter:      0001

Invoice:     467371

Re:   General Counsel Services

BILLING CATEGORY CBIVIWD21: AB 1794 LAWSUIT

05/ 02/ 17 CBM 01 GRN 0. 20 55. 00
WD21

05/ 02/ 17 CBM 01 LWP 0. 10 27. 50

WD21

05/ 03/ 17 CBM 01 AES 1. 80 495. 00

WD21

05/ 03/ 17 CBM 01 GRN 0.20 55. 00

WD21

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 
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Central Basin Municipal Water District

06/ 14/ 17

Page 9

Client:       501817

Matter:       0001

Invoice:     467371

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

05/ 03/ 17 CBM 01 LWP 0. 10 27.50
WD21

05/ 04/ 17 CBM 01 AES 1. 80 495. 00

WD21

05/ 04/ 17 CBM 01 GRN 0. 30 82. 50
WD21

05/ 04/ 17 CBM 01 GRN 0. 20 55. 00
WD21

05/ 04/ 17 CBM 01 GRN 2. 20 605. 00
WD21

05/ 04/ 17 CBM 01 GRN 0. 20 55. 00
WD21

05/ 04/ 17 CBM 01 GRN 0. 10 27. 50

WD21

05/ 04/ 17 CBM 01 LJB 0. 20 55. 00
WD21

05/ 05/ 17 CBM 01 AES 2. 90 797. 50
WD21

05/ 05/ 17 CBM 01 GRN 4. 10 1127. 50
WD21

05/05/ 17 CBM 01 GRN 0. 30 82. 50
WD21

05/ 05/ 17 CBM 01 GRN 0. 10 27. 50
WD21

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
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Central Basin Municipal Water District

06/ 14/ 17

Page 10

Client:       501817

Matter:      0001

Invoice:     467371

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

05/ 05/ 17 CBM 01 GRN 0. 10 27. 50
WD21

05/ 05/ 17 CBM 01 LWP 0. 40 110. 00

WD21

05/ 05/ 17 CBM 01 LWP 0. 10 27.50

WD21

05/ 08/ 17 CBM 01 GRN 0. 90 247.50

WD21

05/ 08/ 17 CBM 01 GRN 0. 30 82. 50

WD21

05/ 08/ 17 CBM 01 GRN 0. 40 110. 00

WD21

05/ 08/ 17 CBM 01 GRN 0. 10 27.50

WD21

05/ 09/ 17 CBM 01 GRN 0. 30 82. 50

WD21

05/ 09/ 17 CBM 01 LWP 0. 20 55. 00

WD21

05/ 10/ 17 CBM 01 GRN 0. 20 55. 00

WD21

05/ 11/ 17 CBM 01 AES 1. 20 330.00

WD21

05/ 11/ 17 CBM 01 GRN 0. 20 55. 00

WD21

05/ 11/ 17 CBM 01 GRN 0. 20 55. 00

WD21

05/ 11/ 17 GBM 01 LWP 0. 10 27. 50

WD21

05/ 11/ 17 CBM 01 LWP 0. 10 27. 50

WD21

nossaman.com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

126



Central Basin Municipal Water District

06/ 14/ 17

Page 11

Client:       501817

Matter:      0001

Invoice:     467371

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

05/ 12/ 17 CBM 01 AES 0. 40 110. 00
WD21

05/ 12/ 17 CBM 01 GRN 2. 40 660. 00
WD21

05/ 12/ 17 CBM 01 GRN 0. 40 110. 00
WD21

05/ 12/ 17 CBM 01 GRN 0.40 110. 00
WD21

05/ 12/ 17 CBM 01 GRN 1. 90 522. 50
WD21

05/ 12/ 17 CBM 01 GRN 0. 10 27. 50
WD21

05/ 12/ 17 CBM 01 LWP 0. 10 27. 50
WD21

05/ 12/ 17 CBM 01 LWP 0. 10 27. 50
WD21

05/ 12/ 17 CBM 01 LWP 0. 50 137. 50
WD21

05/ 12/ 17 CBM 01 LWP 0. 40 110. 00
WD21

05/ 12/ 17 CBM 01 LWP 1. 10 302. 50
WD21

05/ 15/ 17 CBM 01 AES 0. 90 247. 50
WD21

05/ 15/ 17 CBM 01 AES 1. 30 357.50
WD21
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Central Basin Municipal Water District

06/ 14/ 17

Page 12

Client:       501817

Matter:      0001

Invoice:     467371

Re:  General Counsel Services

Date Task/ Action Timekeeper Hours Description Amount

05/ 15/ 17 CBM 01 GRN 2. 60 715. 00

WD21

05/ 15/ 17 CBM 01 GRN 0. 20 55. 00

WD21

05/ 15/ 17 CBM 01 GRN 0. 20 55. 00

WD21

05/ 15/ 17 CBM 01 GRN 0. 10 27. 50

WD21

05/ 15/ 17 CBM 01 GRN 0. 30 82. 50

WD21

05/ 15/ 17 CBM 01 GRN 0. 30 82. 50

WD21

05/ 15/ 17 CBM 01 GRN 0. 20 55. 00

WD21

05/ 15/ 17 CBM 01 LWP 0. 70 192. 50

WD21

05/ 15/ 17 CBM 01 LWP 1. 50 412. 50

WD21

05/ 15/ 17 CBM 01 LWP 0. 20 55. 00

WD21

05/ 15/ 17 CBM 01 LWP 0. 10 27. 50

WD21

05/ 16/ 17 CBM 01 GRN 0. 20 55.00

WD21
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Central Basin Municipal Water District

06/ 14/ 17

Page 13

Client:       501817

Matter:      0001

Invoice:     467371

Re:   General Counsel Services

Date Task/ Action Timekeeper Hours Description Amount

05/ 17/ 17 CBM 01 AES 1. 80 495. 00
WD21

05/ 17/ 17 CBM 01 GRN 2. 40 660.00
WD21

05/ 17/ 17 CBM 01 GRN 0. 20 55. 00
WD21

05/ 17/ 17 CBM 01 LWP 0. 10 27. 50
WD21

05/ 17/ 17 CBM 01 LWP 0. 90 247. 50
WD21

05/ 18/ 17 CBM 01 AES 0.60 165. 00
WD21

05/ 18/ 17 CBM 01 AES 0. 60 165. 00
WD21

05/ 18/ 17 CBM 01 GRN 7. 30 2007. 50
WD21

05/ 18/ 17 CBM 01 GRN 0. 10 27. 50
WD21

05/ 18/ 17 CBM 01 GRN 0. 20 55. 00

WD21

05/ 18/ 17 CBM 01 GRN 0. 10 27. 50
WD21

05/ 18/ 17 CBM 01 GRN 2. 60 715. 00
WD21
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Central Basin Municipal Water District
06/ 14/ 17

Page 14

Client:       501817

Matter:      0001

Invoice:     467371

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

05/ 18/ 17 CBM 01 LJB 0. 20 55. 00
WD21

05/ 18/ 17 CBM 01 LWP 0. 10 27.50
WD21

05/ 18/ 17 CBM 01 LWP 0. 30 82. 50
WD21

05/ 18/ 17 CBM 01 LWP 0.40 110. 00
WD21

05/ 19/ 17 CBM 01 GRN 0. 60 165. 00
WD21

05/ 19/ 17 CBM 01 GRN 0. 50 137. 50
WD21

05/ 19/ 17 CBM 01 GRN 0. 40 110. 00
WD21

05/ 19/ 17 CBM 01 GRN 3.40 935. 00
WD21

05/ 19/ 17 CBM 01 GRN 0. 10 27.50
WD21

05/ 19/ 17 CBM 01 LWP 0. 30 82. 50
WD21

05/23/ 17 CBM 01 GRN 0. 10 27. 50
WD21
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Central Basin Municipal Water District

06/ 14/ 17

Page 15

Client:       501817

Matter:      0001

Invoice:     467371

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

05/ 24/ 17 CBM 01 LJB 0. 30 82. 50
WD21

05/ 30/ 17 CBM 01 LJB 0. 30 82. 50
WD21

TOTAL CBMWD21:      16, 527. 50

BILLING CATEGORY CBMWD22: HUNTINGTON PARK LITIGATION

05/ 08/ 17 CBM 01 LWP 0. 10 27.50
WD22

05/ 08/ 17 CBM 01 LWP 0. 10 27. 50
WD22

05/ 08/ 17 CBM 01 LWP 0.40 110. 00
WD22

05/ 10/ 17 CBM 01 AES 2. 60 715.00
WD22

05/ 10/ 17 CBM 01 AES 2. 90 797. 50
WD22

05/ 11/ 17 CBM 01 LWP 0. 50 137. 50
WD22

05/ 11/ 17 CBM 01 LWP 0. 30 82. 50
WD22

05/ 12/ 17 CBM 01 LWP 1. 10 302. 50
WD22
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Central Basin Municipal Water District

06/ 14/ 17

Page 16

Client:       501817

Matter:      0001

Invoice:     467371

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

05/ 12/ 17 CBM 01 LWP 0. 20 55. 00
WD22

05/ 12/ 17 CBM 01 LWP 0. 10 27. 50
WD22

05/ 12/ 17 CBM 01 LWP 0. 10 27. 50
WD22

05/ 19/ 17 CBM 01 AES 0. 70 192. 50
WD22

05/ 19/ 17 CBM 01 GRN 0. 30 82. 50
WD22

05/ 19/ 17 CBM 01 LWP 0. 10 27. 50
WD22

05/24/ 17 CBM 01 LWP 0. 10 27.50
WD22

05/ 24/ 17 CBM 01 LWP 0. 10 27. 50
WD22

05/26/ 17 CBM 01 LWP 0. 10 27. 50
WD22

05/ 31/ 17 CBM 01 GRN 0. 10 27. 50
WD22

05/ 31/ 17 CBM 01 GRN 0. 30 82. 50
WD22

TOTAL CBMWD22:       2, 805.00
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Central Basin Municipal Water District

07/ 05/ 17

Page 13

Client:       501817

Matter:      0001

Invoice:     468077

Re:  General Counsel Services

BILLING CATEGORY CBMWD21: AB 1794 LAWSUIT

06/ 07/ 17 CBM 01 GRN 0. 20 55. 00

WD21

06/ 15/ 17 CBM 01 LWP 0. 10 27. 50

WD21

06/ 16/ 17 CBM 01 GRN 0. 50 137. 50

WD21

06/ 16/ 17 CBM 01 GRN 0. 30 82. 50

WD21

06/ 16/ 17 CBM 01 LWP 0. 10 27. 50

WD21

06/ 21/ 17 CBM 01 GRN 0. 10 27. 50

WD21

06/ 21/ 17 CBM 01 GRN 0. 10 27. 50

WD21

06/ 23/ 17 CBM 01 GRN 0. 30 82. 50

WD21

06/ 23/ 17 CBM 01 GRN 0. 20 55. 00

WD21
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Central Basin Municipal Water District

07/ 05/ 17

Page 14

Client:       501817

Matter:      0001

Invoice:     468077

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

06/ 24/ 17 CBM 01 GRN 0. 10 27. 50

WD21

06/ 24/ 17 CBM 01 GRN 0. 10 27. 50

WD21

06/ 25/ 17 CBM 01 LWP 0. 10 27. 50

WD21

06/ 26/ 17 CBM 01 AES 0. 40 110. 00

WD21

06/ 26/ 17 CBM 01 GRN 0. 30 82. 50

WD21

06/ 26/ 17 CBM 01 GRN 0. 10 27. 50

WD21

06/ 26/ 17 CBM 01 GRN 0. 40 110. 00

WD21

06/ 26/ 17 CBM 01 GRN 3. 80 1045. 00

WD21

06/ 26/ 17 CBM 01 GRN 1. 10 302. 50

WD21

06/ 26/ 17 CBM 01 LWP 0. 10 27. 50

WD21

06/ 27/ 17 CBM 01 GRN 0. 10 27. 50

WD21

06/ 27/ 17 CBM 01 GRN 1. 40 385. 00

WD21

06/ 30/ 17 CBM 01 GRN 0. 30 82. 50

WD21

06/ 30/ 17 CBM 01 GRN 0. 60 165. 00

WD21

TOTAL CBMWD21:       2, 970. 00

BILLING CATEGORY CBMWD22: HUNTINGTON PARK LITIGATION

06/ 01/ 17 CBM 01 GRN 0. 30 82. 50

WD22
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Central Basin Municipal Water District

07/ 05/ 17

Page 15

Client:       501817

Matter:      0001

Invoice:     468077

Re:  General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

06/ 04/ 17 CBM 01 GRN 0. 80 220. 00

WD22

06/ 05/ 17 CBM 01 GRN 1. 20 330. 00

WD22

06/ 05/ 17 CBM 01 GRN 0. 30 82. 50

WD22

06/ 05/ 17 CBM 01 LWP 0. 30 82. 50

WD22

06/ 06/ 17 CBM 01 GRN 0. 30 82. 50

WD22

06/ 06/ 17 CBM 01 GRN 0. 10 27. 50

WD22

06/ 07/ 17 CBM 01 GRN 1. 40 385. 00

WD22

06/ 07/ 17 CBM 01 GRN 2. 90 797. 50

WD22

06/ 07/ 17 CBM 01 LWP 1. 10 302. 50

WD22

06/ 08/ 17 CBM 01 GRN 9. 20 2530. 00

WD22

06/ 09/ 17 CBM 01 AES 1. 20 330. 00

WD22

06/ 09/ 17 CBM 01 AES 0. 70 192. 50

WD22
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Central Basin Municipal Water District

07/ 05/ 17

Page 16

Client:       501817

Matter:       0001

Invoice:     468077

Re:   General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

06/ 09/ 17 CBM 01 AES 1. 30 357. 50

WD22

06/ 09/ 17 CBM 01 GRN 3. 70 1017. 50

WD22

06/ 09/ 17 CBM 01 GRN 3. 60 990. 00

WD22

06/ 09/ 17 CBM 01 GRN 0. 20 55. 00

WD22

06/ 09/ 17 CBM 01 LWP 1. 20 330. 00

WD22

06/ 11/ 17 CBM 01 GRN 2. 50 687. 50

WD22

06/ 12/ 17 CBM 01 GRN 2. 30 632. 50

WD22

06/ 12/ 17 CBM 01 GRN 1. 30 357. 50

WD22

06/ 12/ 17 CBM 01 GRN 0. 10 27. 50

WD22

06/ 13/ 17 CBM 01 GRN 0. 10 27. 50

WD22

06/ 13/ 17 CBM 01 LWP 0. 20 55. 00

WD22

06/ 20/ 17 CBM 01 AES 1. 80 495. 00

WD22

TOTAL CBMWD22:      10, 477. 50

nossaman. com

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

136



Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

137



Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

138



Central Basin Municipal Water District

08/ 08/ 17

Page 15

Client: 501817

Matter: 0001

Invoice: 469578

Re: General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

07/ 28/ 17 CBM 01 GRN 0. 20 55. 00

WD21

07/ 28/ 17 CBM 01 GRN 0. 20 55. 00

WD21

07/ 30/ 17 CBM 01 GRN 0. 20 55. 00

WD21

07/ 31/ 17 CBM 01 GRN 0. 10 27. 50

WD21

TOTAL CBMWD21: 2, 585. 00

BILLING CATEGORY CBMWD22: HUNTINGTON PARK LITIGATION

07/ 17/ 17 CBM 01 GRN 0. 70 192. 50

WD22

07/ 17/ 17 CBM 01 LWP 0. 70 192. 50

WD22

07/ 18/ 17 CBM 01 AES 2. 40 660. 00

WD22

07/ 18/ 17 CBM 01 AES 2. 60 715. 00

WD22

07/ 18/ 17 CBM 01 GRN 0. 70 192. 50

WD22

07/ 18/ 17 CBM 01 LWP 0. 80 220. 00

WD22

07/ 19/ 17 CBM 01 AES 0. 70 192. 50

WD22

07/ 19/ 17 CBM 01 AES 2. 40 660. 00

WD22
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Central Basin Municipal Water District

08/ 08/ 17

Page 18

Client: 501817

Matter: 0001

Invoice: 469578

Re: General Counsel Services

Date Task/Action Timekeeper Hours Description Amount

07/ 28/ 17 CBM 01 LWP 0. 50 137. 50

WD22

07/ 28/ 17 CBM 01 LWP 0. 30 82. 50

WD22

07/ 28/ 17 CBM 01 LWP 0. 80 220. 00

WD22

07/ 28/ 17 CBM 01 LWP 0. 20 55. 00

WD22

07/ 28/ 17 CBM 01 LWP 0. 20 55. 00

WD22

07/ 30/ 17 CBM 01 GRN 0. 20 55. 00

WD22

07/ 31/ 17 CBM 01 AES 0. 40 110. 00

WD22

07/ 31/ 17 CBM 01 GRN 0. 30 82. 50

WD22

TOTAL CBMWD22: 13, 832. 50
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Central Basin Municipal Water District
09/18/17
Page 10

Client: 501817
Matter: 0001
Invoice: 471086
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

BILLING CATEGORY CBMWD21: AB 1794 LAWSUIT

08/01/17 CBM
WD21

01 GRN 0.30 82.50

08/02/17 CBM
WD21

01 AES 0.40 110.00

08/02/17 CBM
WD21

01 GRN 0.20 55.00

08/08/17 CBM
WD21

01 GRN 0.30 82.50
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Central Basin Municipal Water District
09/18/17
Page 11

Client: 501817
Matter: 0001
Invoice: 471086
Re: General Counsel Services

ssaman.com

Date Task/Action Timekeeper Hours Description Amount

08/14/17 CBM
WD21

01 AES 0.60 165.00

08/15/17 CBM
WD21

01 GRN 0.20 55.00

08/15/17 CBM
WD21

01 GRN 0.70 192.50

08/16/17 CBM
WD21

01 GRN 0.50 137.50

08/17/17 CBM
WD21

01 LWP 0.20 55.00

08/18/17 CBM
WD21

01 CTD 0.20 38.00

08/18/17 CBM
WD21

01 LWP 0.10 27.50

08/24/17 CBM
WD21

01 GRN 0.20 55.00

08/25/17 CBM
WD21

01 GRN 0.20 55.00

08/25/17 CBM
WD21

01 GRN 0.10 27.50

08/28/17 CBM
WD21

01 GRN 0.10 27.50

08/29/17 CBM
WD21

01 CTD 0.20 38.00

08/29/17 CBM
WD21

01 GRN 0.10 27.50

08/31/17 CBM
WD21

01 GRN 0.20 55.00
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Central Basin Municipal Water District
09/18/17
Page 12

Client: 501817
Matter: 0001
Invoice: 471086
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

TOTAL CBMWD21: 1,286.00

BILLING CATEGORY CBMWD22: HUNTINGTON PARK LITIGATION

08/01/17 CBM
WD22

01 GRN 0.20 55.00

08/03/17 CBM
WD22

01 AES 0.40 110.00

08/03/17 CBM
WD22

01 AM2 0.30 82.50

08/03/17 CBM
WD22

01 GRN 0.10 27.50

08/03/17 CBM
WD22

01 LWP 0.10 27.50

08/04/17 CBM
WD22

01 AM2 0.40 110.00

08/06/17 CBM
WD22

01 AM2 0.50 137.50

08/07/17 CBM
WD22

01 GRN 1.10 302.50

08/07/17 CBM
WD22

01 LWP 0.20 55.00

08/08/17 CBM
WD22

01 AES 0.40 110.00

08/08/17 CBM
WD22

01 GRN 1.20 330.00

08/09/17 CBM
WD22

01 GRN 0.30 82.50
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Central Basin Municipal Water District
09/18/17
Page 13

Client: 501817
Matter: 0001
Invoice: 471086
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

08/10/17 CBM
WD22

01 GRN 0.20 55.00

08/10/17 CBM
WD22

01 GRN 0.10 27.50

08/10/17 CBM
WD22

01 GRN 0.40 110.00

08/11/17 CBM
WD22

01 AES 0.60 165.00

08/11/17 CBM
WD22

01 AES 0.60 165.00

08/11/17 CBM
WD22

01 GRN 0.30 82.50

08/11/17 CBM
WD22

01 GRN 0.20 55.00

08/11/17 CBM
WD22

01 GRN 0.20 55.00

08/11/17 CBM
WD22

01 GRN 0.60 165.00

08/11/17 CBM
WD22

01 GRN 0.20 55.00

08/11/17 CBM
WD22

01 GRN 0.20 55.00

08/14/17 CBM
WD22

01 GRN 0.20 55.00

08/15/17 CBM
WD22

01 GRN 0.10 27.50

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794) 
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

146



Central Basin Municipal Water District
09/18/17
Page 14

Client: 501817
Matter: 0001
Invoice: 471086
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

08/23/17 CBM
WD22

01 GRN 0.10 Coordinate with J. Robbins to have her
serve conformed copy of stipulation and
order to continue trial setting conference to
December 15.

27.50

TOTAL CBMWD22: 2,530.00
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Central Basin Municipal Water District
10/13/17
Page 6

Client: 501817
Matter: 0001
Invoice: 472252
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

BILLING CATEGORY CBMWD22: HUNTINGTON PARK LITIGATION

08/03/17 CBM
WD22

01 LWP 0.10 27.50

09/05/17 CBM
WD22

01 AES 0.30 82.50

09/15/17 CBM
WD22

01 AES 2.90 797.50
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Central Basin Municipal Water District
10/13/17
Page 7

Client: 501817
Matter: 0001
Invoice: 472252
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

09/15/17 CBM
WD22

01 GRN 0.30 82.50

09/18/17 CBM
WD22

01 AES 2.70 742.50

09/18/17 CBM
WD22

01 AM2 2.00 550.00

09/18/17 CBM
WD22

01 GRN 0.30 82.50

09/18/17 CBM
WD22

01 LWP 1.10 302.50

09/18/17 CBM
WD22

01 LWP 0.30 82.50

09/18/17 CBM
WD22

01 LWP 0.30 82.50

09/18/17 CBM
WD22

01 LWP 0.30 82.50

09/19/17 CBM
WD22

01 AES 0.40 110.00

09/19/17 CBM
WD22

01 AM2 4.00 1100.00

09/19/17 CBM
WD22

01 GRN 1.20 330.00
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Central Basin Municipal Water District
10/13/17
Page 8

Client: 501817
Matter: 0001
Invoice: 472252
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

09/19/17 CBM
WD22

01 LWP 0.10 27.50

09/19/17 CBM
WD22

01 LWP 0.20 55.00

09/20/17 CBM
WD22

01 AES 1.90 522.50

09/20/17 CBM
WD22

01 AES 1.60 440.00

09/20/17 CBM
WD22

01 AES 1.70 467.50

09/20/17 CBM
WD22

01 AM2 3.50 962.50

09/20/17 CBM
WD22

01 GRN 0.20 55.00

09/20/17 CBM
WD22

01 GRN 2.40 660.00

09/20/17 CBM
WD22

01 LWP 0.40 110.00

09/20/17 CBM
WD22

01 LWP 0.10 27.50

09/20/17 CBM
WD22

01 LWP 0.80 220.00

09/21/17 CBM
WD22

01 AES 1.90 522.50
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Central Basin Municipal Water District
10/13/17
Page 9

Client: 501817
Matter: 0001
Invoice: 472252
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

09/21/17 CBM
WD22

01 AES 1.40 385.00

09/21/17 CBM
WD22

01 AM2 5.00 1375.00

09/21/17 CBM
WD22

01 GRN 4.60 1265.00

09/21/17 CBM
WD22

01 GRN 0.40 110.00

09/21/17 CBM
WD22

01 LWP 0.80 220.00

09/22/17 CBM
WD22

01 AES 0.90 247.50

09/22/17 CBM
WD22

01 AES 0.80 220.00

09/22/17 CBM
WD22

01 AES 0.90 247.50

09/22/17 CBM
WD22

01 AM2 1.00 275.00

09/22/17 CBM
WD22

01 GRN 0.10 27.50

09/22/17 CBM
WD22

01 GRN 4.60 1265.00

09/22/17 CBM
WD22

01 GRN 3.40 935.00
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Central Basin Municipal Water District
10/13/17
Page 10

Client: 501817
Matter: 0001
Invoice: 472252
Re: General Counsel Services

nossaman.com

Date Task/Action Timekeeper Hours Description Amount

09/22/17 CBM
WD22

01 LWP 0.60 165.00

09/22/17 CBM
WD22

01 LWP 0.20 55.00

09/22/17 CBM
WD22

01 LWP 0.20 55.00

09/23/17 CBM
WD22

01 GRN 1.60 440.00

09/23/17 CBM
WD22

01 LWP 0.50 137.50

TOTAL CBMWD22: 15,950.00
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20924

07/ 25/2017 07. 21. 17 CCCAANNUAL SUMMER SEMINAR, 05/ 12/ 17- 05/ 14/ 17 44. 86

07/ 31/ 2017 44.86 20924

Forty-Four and 86/ 100 Dollars

JOHN OSKOUI

30 SAN PATRICIO
RANCHO SANTA MAR, CA 92688
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CENTRAL BASIN MUNICIPAL WATER DISTRICT

BOARD MEMBER' S EXPENSE CLAIMS ( Effective 01/ 01/ 16)

Report Date
Requirement Met?

Y/ N

Director' s epo on

Director's Name:  John Oskoui      ')       Conference Attendance 5/ 22/2017 Y

OUT OF TOWN EXPENSE CLAIM

Date( s):   May 12- 14, 2017 Location:  Indian Wells, CA

Meeting Description: CCCA Annual Summer Seminar

Mileage:       miles @$ 0. 535 51026    $    0. 00
Finance Dept Use Only)

Transportation 51027 0. 00

Parking 51027 22. 00

Housing Accommodations 51029 410. 16

Meals 51030 0. 00

Miscellaneous Expenses ve9 22. 86 05 1"       CC, IT D' Z1
Registration Fees 51028 600. 00

Total Expenses 1, 055.02

Less: Total of ALL Expenses Paid By District 1, 010. 16

Less: Total Disallowed Expenses

Balance To Be Reimbursed 44. 86

OTHER EXPENSE CLAIMS

Mileage Parking/
Date Business Purpose& Location

Miles X$ 0. 535
Meals

Other Exp. 
Subtotal

Total Expenses Is 0. 00 1
Balance To Be Reimbursed ( Finance Dept Use Only)   Is Is Is Is

Note: Receipts for all expenses must be attached. Expenses submitted 90 days after date incurred will require Board approval.

Reviewed& Approved For-payment

Under penalty of perjury, I certify that this claim is true and correct and GM Brd Sec

the expenses were incurred by me in the performance of my duties. As Vendor#:     Inv#:

for the disallowed expenses paid by the District on my behalf, I hereby Account Distribution Total$

authorize the District to deduct the amount from my reimbursement.

1. 10. 102- 51026

Signature:     1. 10. 102- 51027

Date:     1. 10. 102- 51028

1. 10. 102- 51029

1. 10. 102- 57099

1. 10. 100- 51030
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Expense Claims Worksheet

Name:     John Oskoui

Date:      May 12- 14, 2017
Conference: CCCA Annual Summer Seminar

Paid By
Description Date District Director Total

Mileage @. 535

Transportation

Parking Parking 5/ 12/ 17 11. 00  $    22. 00

Parking 5/ 13/ 17 11. 00

Housing Room+ Tax 5/ 12/ 17   $   205. 08 410. 16

Room+ Tax 5/ 13/ 17   $   205. 08

Room+ Tax

Meals

Misc.      Additional Taxes 5/ 12/ 17 11. 43  $    22. 86

Additional Taxes 5/ 13/ 17 11. 43

Reg. Fees CCCA Registration 600.00 600.00

Total Expenses 1, 010. 16  $   44. 86  $ 1, 055. 02

Less Total Paid by the District 1, 010. 16

Less Disallowed Expenses

Total Reimbursement 44. 86
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Hyatt Regency Indian Wells Resort and Spa

H YATT
44600 Indian Wells Lane

Indian Wells, CA 92210
REG E N CY

Tel: 760- 776- 1234

Fax: 760-568-2236

INVOICE

Payee John Oskoui Room No.      4219

6252 Telegraph
Arrival 05- 12- 17

City Of Commerce CA 90040
Departure 05- 14- 17DeUnited States P

Page No.       1 of 1

Confirmation No.    4133908701 Folio Window 1

Group Name California Contract Cities Assn Folio No.       627513

Booking No. 32JSH9BB

Date Description Charges Credits

05- 12- 17 Taxes& Assessments 1. 43

05- 12- 17 Parking Overnight- Self 11. 00

05- 12- 17 Resort Fee 10.00

05- 13- 17 Taxes& Assessments 1. 43

05- 13- 17 Parking Valet 11. 00

05- 13- 17 Resort Fee 10.00

05- 14- 17 Visa XXXXXXXXXXXX5133 XX/ XX 44. 86

Total 44. 86 44. 86

Guest Signature Balance 0. 00

I agree that my liability for this bill is not waived and I agree
to be held personally liable in the event that the indicated
person, company or association fails to pay for any part or
the full amount of these charges.

World of Hyatt Summary__  WE HOPE YOU ENJOYED YOUR STAY WITH USI

Membership:   534220016G Your feedback is always appreciated. Please let us know your thoughts at:

Bonus Codes: qualitychampahyatt,com

Qualifying Nights:     2

Eligible Spend: 378. 00 We thank you for your business and appreciate your loyalty.

Redemption Eligible: 42. 00 For questions regarding your World of Hyattaccount, call 800-30- HYATT

Summary Invoice, please see front desk
For inquiries concerning your bill please call 888-588- 4384

for eligibility details.

tn_    • I--  s-  c. t.....  . r 4.  4tn V. c-. c . 1,. ,-  ea_ f 1  , t- v-
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Hyatt Regency Indian Wells Resort and Spa

H YATT
44600 Indian Wells Lane

Indian Wells, CA 92210
REGENCY'      

Tel: 760-776- 1234

Fax: 760- 568- 2236

INVOICE

Guest Oskoui, John

Payee Central Basin District Room No.      4219

6252 Telegraph Road Arrival 05- 12- 17
Los Angeles CA 90040

United States Departure 05- 14- 17

Page No.       1 of 1

Confirmation No.    4133908701 Folio Window 2

Group Name California Contract Cities Assn Folio No. 627514

Booking No.  32JSH9BB

Date Description Charges Credits

05- 12- 17 Taxes & Assessments 26.08

05- 12- 17 Group Room 179.00

05- 13- 17 Taxes & Assessments 26.08

05- 13- 17 Group Room 179. 00

05- 14- 17 Visa XXXXXXXXXXXX4024 XX/XX 410. 16

Total 410. 16 410. 16

Guest Signature Balance 0. 00

I agree that my liability for this bill is not waived and I agree
to be held personally liable in the event that the indicated
person, company or association fails to pay for any part or
the full amount of these charges.

World of Hyatt Summary WE HOPE YOU ENJOYED YOUR STAY WITH US!

Membership:   534220016G Your feedback is always appreciated. Please let us know your thoughts at:

Bonus Codes:  gualitychamo(o hyatt.com

Qualifying Nights:     2

Eligible Spend: 378. 00 We thank you for your business and appreciate your loyalty.

Redemption Eligible: 42. 00 For questions regarding your World of Hyattaccount, call 800- 30- HYATT

For inquiries concerning your bill please call 888-588- 4384
Summary Invoice, please see front desk
for eligibility details.
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4/ 19/ 2017 California Contract Cities Annual Municipal Seminar-" Strength In Numbers"- Confirmation I Online Registration by Cvent

Welcome, Cecilia Pulido. You are currently logged in as an administrator.

California Contract Cities Annual Municipal Seminar - " Strength In Numbers"

Download the mobile app for this event: https:// crowd.cc/ s/ wjmI

r ppStore

General Options

Name:

John Oskoui

Email:

johno@centralbasin. org

Title:

Board Member

Organization:

Central Basin Municipal Water District

Address:

6252 Telegraph Road

Commerce, California 90040

Confirmation Number:

VVNW2J93YND ( needed to modify your registration)

Event Title:

California Contract Cities Annual Municipal Seminar-" Strength In Numbers"

Location:

Renaissance Indian Wells Resort& Spa

44400 Indian Wells Lane

Indian Wells, California 92210

USA

Date:

05/ 10/ 2017

Time:

4: 00 PM

Current Registration Details

Order Summaries

Order

Date Type Invoice# Amt Ordered Amt Paid Amt Due

04/ 19/ 2017 11: 45 AM PT online order ALT17- 042017- 0480 600. 00 600. 00 0. 00

Total:    600. 00 600. 00 0. 00

Payment Details

Details

Date Type Reference#    Amt Paid

04/ 19/ 2017 Visa 4024 600. 00

https:/Mww.cvent.com/ events/ Registrations/ MyRegistration.aspx? i= fgc3d66a- f7e7- 4810- bce2- 52e9de399e39& r= 1 1/ 1
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Central Basin
Municipal Water District

6252 Telegraph Road

Commerce, CA 90040-2512

August 01, 2017

Phone: 323. 201. 5500

Fax: 323.201. 5550

www.centralbasin.org

I hereby acknowledge the receipt of checks number 20924, dated 07/ 31/ 2017 made out
Board of Directors to JOHN OSKOUI in the amount of$ 44.86 for the following invoices for Central Basin

Municipal Water District, on 07/ 25/ 2017
Division I

Pedro Aceituno
Invoice Numbers Amounts

Division II 07. 21. 17 44. 86
Robert Apodaca

Division III

Arturo Chacon

Division IV

We verified all the information to be correct and holds the District blameless for anLeticia Vasquez Y

Division V information that may occur subsequent to the receipt of this check that may arise.
Phillip D. Hawkins

Director at Large Received By:
William C. Gedney

Print Name
Director at Large

John Oskoui
Signature

Director at Large

Mark Grajeda Date 1

General Manager

Kevin P. Hunt, P. E.

Serving the Cities of

Artesia La Mirada

Bell Lynwood

Bellflower Maywood

Bell Gardens Montebello

Carson Monterey Park

Cerritos Norwalk

Commerce Paramount

Compton Pico Rivera

Cudahy Santa Fe Springs

Downey Signal Hill

Hawaiian Gardens South Gate

Huntington Park Whittier

La Habra Heights Vernon

Lakewood

and Unincorporated Areas
of Los Angeles County
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20925

07/25/ 2017 07. 14. 17 ACWA CONFERENCE- 05/ 10/ 2017- 05/ 12/ 2017 630.00

07/ 31/ 2017 630.00 20925

Six Hundred Thirty and 00/ 100 Dollars

WILLIAM C. GEDNEY
12035 BURKE STREET, SUITE 1
SANTA FE SPRINGS, CA 90670
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CENTRAL BASIN MUNICIPAL WATER DISTRICT

BOARD MEMBER' S EXPENSE CLAIMS ( Effective 01/ 01/ 16)

Report Date
Requirement Met?

Y/ N

Director's epo on

Director's Name:  William Gedney Conference Attendance 5/ 22/ 2017 Y

OUT OF TOWN EXPENSE CLAIM

Date(s):   May 10- 12, 2017 Location:  Monterey, CA

Meeting Description: ACWA Conference

Mileage:       miles @$ 0. 535 51026    $    0. 00
Finance Dept Use Only)

Transportation 51027 0. 00

Parking 51027 0. 00

Housing Accommodations 51029 317. 02

Meals 51030 73. 76

Miscellaneous Expenses 57099 0. 00

Registration Fees 51026 575. 00

Total Expenses 965.78

Less: Total of ALL Expenses Paid By District 335. 78

Less: Total Disallowed Expenses

Balance To Be Reimbursed 630.00

OTHER EXPENSE CLAIMS

Date Business Purpose& Location
Mileage

Miles X$ 0. 535
Meals

Parking
Other Exp. 

Subtotal

Total Expenses Is 0. 00 1
Balance To Be Reimbursed ( Finance Dept Use Only)   Is Is Is Is 11
Note: Receipts for all expenses must be attached. Expenses submitted 90 days after date incurred will require Board approval.

Reviewed& Approved o a ment

Under penalty of perjury, I certify that this claim is true and correct and GM Brd Sec

the expenses were incurred by me in the performance of my duties. As Vendor#:     Inv#:   U Ir
for the disallowed expenses paid by the District on my behalf, I hereby Account Distribution Total$

authorize the District to deduct the amount from my reimbursement.

Digitally signed by
1. 10. 102- 51026

Signature:  "„
r.

gedre  ,21 wcgedney@gswater.com
1. 10. 102- 51027

Date:   ON:       1. 10. 102- 51028
r. com

1. 10. 102- 51029gswater.com Date: 2017.07. 1412:40:22
07' 00'    1. 10. 102- 57099

1. 10. 100- 51030
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Expense Claims Worksheet

Name:      William Gedney
Date:       May 10- 12, 2017
Conference: ACWA Conference

Paid By
Description Date District Director Total

Mileage @. 535

Transportation

Parking

Housing Room+ Tax 5/ 10/ 17   $   158. 51 317.02

Room+ Tax 5/ 11/ 17   $   158. 51

Meals

Breakfast Buffet 5/ 11/ 17   $    18. 76 73. 76

ACWA Luncheon 5/ 10/ 17 55. 00

Misc. 

Reg. Fees ACWA Registration 575. 00  $

Total Expenses 335.78  $   630. 00  $   965. 78

Less Total Paid by the District 335. 78

Less Disallowed Expenses

Total Reimbursement 630. 00
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Page 1 of 1

I

F CW t f 700 MU" RAS AVE, MONTEREY, CA 93940
7   

EMAIL:: ^ SAMU

8.247 1 F'Aw E331. 375. 1365

EMAIL: CA9AML7N RA9CLDINN SOFMONTE REY. COM

G.a-aorN HGTE`   5 P-.       W W. HOTELCASAMUNRAS. COM

GEDNEY, WILLIAM Room Number: 185

GOVERNMENT Daily Rate: 140. 00
6252 Telegraph Road Room Type: 131 K

Commerce, CA 90040 US No. of Guests: 1 / 0

ARRIVAL DEPARTURE CREDIT CARD RATE PLAN CATEGORY ACCOUNT

5/ 10/ 2017 5/ 12/ 2017 XXXXXXXXXXXX4024 GV1 GOVT 00220375876

DATE ROOM NO. DESCRIPTION REFERENCE AMOUNT

5/ 9/ 2017 185 VISA VISA 4024 317. 03)

5/ 10/ 2017 185 RM CHG GOVERNMENT 185 GEDNEY, WILLIAM 140.00

5/ 10/ 2017 185 OCCUPANCY TAX OCCUPANCY TAX 14. 27

5/ 10/ 2017 185 TOURISM ASSESMENT FEE TOURISM ASSESMENT FEE 2. 00

5/ 10/ 2017 185 CONF. CTR. FACILITY DIST. TAX CONF. CTR. FACILITY DIST. TAX 2. 24

5/ 11/ 2017 185 RESTAURANT 185/ 1604/ 10: 02/ RESTAURANT 18. 77

5/ 11/ 2017 185 RM CHG GOVERNMENT 185 GEDNEY, WILLIAM 140. 00

5/ 11/ 2017 185 OCCUPANCY TAX OCCUPANCY TAX 14. 27

5/ 11/ 2017 185 TOURISM ASSESMENT FEE TOURISM ASSESMENT FEE 2. 00

5/ 11/ 2017 185 CONF. CTR. FACILITY DIST. TAX CONF. CTR. FACILITY DIST. TAX 2. 24

5/ 12/ 2017 185 VISA VISA 4024 18. 76)

TOTAL DUE:      0. 00

TERMS:  DUE AND PAYABLE UPON PRESENTATION.  I AGREE THAT MY LIABILITY FOR THIS
BILL IS NOT WAIVED AND AGREE TO BE HELD PERSONALLY LIABLE IN THE EVENT THAT THE
INDICATED PERSON, COMPANY OR ASSOCIATION FAILS TO PAY FOR ANY PART OR THE FULL
AMOUNT OF THESE CHARGES.
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Cecilia Pulido

Subject: FW: Receipt for ACWA 2017 Spring Conference & Exhibition

From: Gedney, William C. [ mailto: WCGEDNEY@gswater. com]

Sent: Wednesday, May 17, 2017 4: 53 PM
To: Margarita Aguilar< maggiea@centralbasin.org>

Subject: FW: Receipt for ACWA 2017 Spring Conference & Exhibition

From: Events [ mailto:events@acwa. com]

Sent: Wednesday, May 10, 2017 11: 47 AM
To: Gedney, William C. < WCGEDNEY@gswater.com>

Subject: Receipt for ACWA 2017 Spring Conference & Exhibition

EXTERNAL EMAIL

You may receive multiple copies of this email receipt. Please note that you have NOT been charged more
than once. We apologize for any inconvenience.

ACWA Event Receipt
Thank you for registering for this event!

Registrant:  William Gedney

Company: Central Basin Municipal Water District

Event: ACWA 2017 Spring Conference & Exhibition

Event Dates: 5/ 9/ 2017 8: 00 AM to 5/ 12/ 2017 11: 00 AM

Event Location:  Monterey Marriott & Portola Hotel

Monterey, CA)

A receipt of the transaction( s) made on your registration is

below:

Invoice #INV- 14968- D7L2Z3 created on 5/ 10/ 2017,

modified on 5/ 10/2017 for registration #*0000316530*.

1
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Extended
Product iQuantity I Price   !Discounts/ Credits

Amounti

Luncheonay
1 55. 00 0. 00 55. 00     ,

Full E
Conference

Registration
1 575. 00 0. 00 575. 00

Only

Total:   $ 630. 00

Invoice Status: Paid

If your invoice status is, " Unpaid" and you wish

to pay by check, please include the event name

and the attendee( s) full name with payment.

Please send payment (payable to ACWA) to:

ACWA, 910 K Street, Suite 100, Sacramento,

CA 95814-3577

To make payment over the phone, please

contact ACWA's Accounting Department at 916-
441- 4545.

Federal Tax ID# 94- 6003910

ACWA Conference & Workshop/ Seminar
Registrants: To expedite the check- in process

on- site, ACWA must receive payment two

weeks prior to the event.

Exhibit Booth & Region Event

Registrants: ACWA must receive payment one

week prior to the event.

2
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Cecilia Pulido

From:    Gedney, William C. < WCGEDNEY@gswater.com>

Sent:     Friday, July 14, 2017 12: 42 PM
To:       Cecilia Pulido

Cc: Ring, Lisa
Subject: RE: ACE expenses

Attachments:  06- 30- 17 - WG. PDF

Here it is- thank you Cecelia.

Original Message-----

From: Cecilia Pulido [ mailto:ceciliap@centralbasin. org]

Sent: Friday, July 14, 2017 11: 13 AM
To: Gedney, William C. < WCGEDNEY@gswater.com>

Cc: Kevin Hunt< kevinh@centralbasin. org>; Margarita Aguilar< maggiea@centralbasin. org>

Subject: RE: ACE expenses

EXTERNAL EMAIL

Hi Director,

I' m glad everything is correct. Yes, we would like to submit your reimbursement today. I' ve attached the form for your
signature. Feel free to email it back or fax it here 323- 201- 5550.

Best,

Cecilia

Original Message-----

From: Gedney, William C. [ mailto: WCGEDNEY@gswater. com]

Sent: Friday, July 14, 2017 11: 01 AM
To: Cecilia Pulido < ceciliap@centralbasin. org>

Subject: ACE expenses

Cecelia - the billing for ACE is correct. Do you need signed form today?

Sent from my iPhone
This message and any attached documents contain certain information from American States Water Company and its
subsidiary companies that may be confidential and/ or privileged. If you are not the intended recipient, you may not
read, copy, distribute or use this information. If you have received this transmission in error, please notify the sender
immediately by reply e- mail and then delete this message.
This email and any attached files are confidential and intended solely for the intended recipient(s). If you are not the
named recipient you should not read, distribute, copy or alter this email. Any views or opinions expressed in this email
are those of the author and do not represent those of Central Basin Municipal Water District. Warning: Although

precautions have been taken to make sure no viruses are present in this email, the company cannot accept

responsibility for any loss or damage that arise from the use of this email or attachments.
This email and any attached files are confidential and intended solely for the intended recipient( s). If you are not the
named recipient you should not read, distribute, copy or alter this email. Any views or opinions expressed in this email
are those of the author and do not represent those of Central Basin Municipal Water District. Warning: Although

I
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DATE 3/ 28/ 2017

INVOICE 10832

SOLD TO CENTRAL BASIN MWD

ADDRESS 6252 TELEGRAPH ROAD

COMMERCE, CA 90040

Gallery Frames PHONE 323- 201- 5500

1 1210 Greenstone Ave.     PICK UP DATE

Santa Fe Springs, CA 90670 1 BIN IJOB
323- 422- 1210

gal Ieryframesclowney a gmai1. coin

SPECIFICATIONS SIZE QTY. COST AMOUNT

MOULDING#   9959 12 15 REFRAME 7 70. 00      $ 490. 00

TOP MAT 0 0. 00 0. 00

BOTTOM MAT 0 0. 00 0. 00

MOULDING#   9959 12 15 COMPLETE 3 110. 00      $ 330. 00

TOP MAT 0 0. 00 0. 00

BOTTOM MAT 0 0. 00 0. 00

GLASS REG UV x PLEXI        NON GLARE 0 0. 00 0. 00

VAC MOUNTING VMF     VMC 0 0. 00 0. 00

STRETCHING   OILS NEEDLEWORK 0 0. 00 0. 00

MUSEUM MOUNT   CONSERVATION  0. 00

FITTING 0. 00

MISC.     0 0. 00 0. 00

MISC.     0 0. 00 0. 00

COND. OF ARTWORK EXL.      GOOD      POOR 

DESCRIPTION OF ARTWORK & LOCATION

COMMENTS:    DISC.  0. 00%

SUB TOTAL       $ 820. 00

SALES TAX 73. 80

TOTAL 893. 80

DEPOSIT 0. 00

DISCOUNT 0. 00

BAL. DUE 893. 80

SPECIAL INSTRUCTIONS

CUSTOMER SIGNATURE

NOT RESPONSIBLE FOR WORK LEFT OVER 60 DAYS

THANK YOU FOR YOUR BUSINESS

Appointed Directors
3 Frames for Portraits
$330 x $29.70 (Sales Tax 9%) = $359.70
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ON,

Oi HOUSEv9WINNERS, INC.
5651 East Washington Blvd., City of Commerce, CA 90040

HOUSE o fWINNERSsTEL. (323) 725-7270 FAX. ( 323) 725- 1167
E WASHINGTON O LVDwww.houseofwinnersinc.com LOS ANGELES,  CA.  900qu
323- 725- 7270

ACCOUNT NO.    
DATE Sale

SOLD TO
SHIP TO

zzxxzxxxxxxx40247-,/{i,       !c'      

7 e JISp Entrytry hetho d Chi

total:       147

2/ 23/ 17 15: 38: 9.:
TERM DATE SHIPPED SHIP VIA FOB nV b: 000000001

r`iPPr Code: 188855

i PPrvd: Online
ITEM QTY DESCRIPTION UNIT PRICE AMOUNT

t/

4i5a Credit

2 X/ A     / c    /  ( 0 4L)     
JO: A0000000031010

7 UR: 80 80 00 80 00
e 4-7-eS Xtet)       O w SI: 68 00

Costomf, r COPY

jf,-71 ji^—      h J THANk YOU!

X/' U     
r1er     (4

cc/j

Amain IMly LABOR

SUB TOTAL10

HOUSE OF WINNERS, INC. CUSTOMER
TAX

FREIGHT      /

G. TOTAL F'/ 0

i   /
f    •    -

THANK YOU FOR YOUR BUSINESS
r

For Appointed - Board 
Room Dais Name 
Plates and Portrait 
Frame Names Plates

9.25% $ 7.50 x 3 = $22.50
$20.00 x 3 = $60.00
  $82.50
  $  7.63 (9.25%tax)
  $90.13
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20549

03/ 20/2017 01 Business Portraits for Directors Oskoui and Grajeda 200. 00

03/ 30/ 2017 200. 00 20549

Two Hundred and 00/ 100 Dollars

ADAM EMPEROR SOUTHARD
2024 N COMMONWEALTH AVE, # 3
LOS ANGELES, CA 90027

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)  
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

275



Date Billed: 3/ 20/ 17

Invoice INV01C HO D
Bill to: Dept. Manager
Central Basin Municipal Water District Project Manager
Cecilia Pulido P.O. No.      d/ 7_ closed Dyes Ono
6252 Telegraph Rd Contract No.
Commerce, CA 90040 Project No.

0-

Invoice # 01

Pay to:
Name:      Adam Southard (www.BestLAHeadshots. com)

Address:   2024 N Commonwealth Ave# 3

Los Angeles, CA 90027

Telephone: 310-498- 1719

Date Description of Services Location Amount

21- Mar Business Portraits 6252 Telegraph Rd 200

6: 30pm- 10: 30pm Commerce, CA 90040

Total due:   I $ 200. 00

Make Checks Payable to: Adam Southard

Payment Due Day Of Shoot
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INVOICE

E13804

CA0 X big
Cate ri n g

Client/Organization Event Date Telephone Fax Event#

Central Basin Municipal Water District 3/ 3/ 2017 ( Fri)       ( 323) 201- 5511 310) 614- 7331 E13804

Address Booking Contact Site Contact Guests

6252 Telegraph Road, Commerce, CA 90040 Kelsey Coleman Kelsey Coleman 50 ( Pln)

Party Name Sales Rep P. O.#    Party Name

Installation Ceremony Rita DeBenedictis Installation Ceremony

Services Provided at:
Central Basin Municipal Water District 6252 Telegraph Road Commerce, CA 90040

Food/ Service Items

Food/ Service Items Price Qty Total

Deluxe Continental Breakfast 5. 25 50 262. 50

As assortment of: Fresh Baked Danish - Cinnamon Rolls - Muffins

Bagels with Cream Cheese

Seasonal Fresh Fruit

Orange Juice 1. 75 50 87. 50

Coffee Station:

Fresh Brewed Coffee

Coffee urn
INVOIC HORIZED

Dept. Manager
Project Manager

P.O. No.  2 !2 Z-    9z closed yes no Sub- total:       350. 00

Contract N0.      
Sales Tax: 35. 53

Project No.      
Serv. Chg:    56. 00

1 J S 70 97
Deposits:    0. 00

Balance Due: 441. 53 f

Thank you for allowing us the opportunity to serve your event

3/ 6/ 2017- 2: 41: 10 PM Page 1 of 1

9306 East Firestone Boulevard, Downey, CA 90241
Telephone: ( 562) 940-4494 Toll Free: ( 888) 888- 9292 Fax: ( 562) 940- 0835
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3/23/3017 Receipt

Thankou for our ordercckmmwo.Y Y
IMIN

A~ If 0CENTER

V s t4-07--  -P6r-h-a14 h'ecz cdsG o/ s

347066348

P
dons

Back Printing:     Order number and image name AutoCorrect:     On

Print Order Pick Up Time:   Thursday, 03/ 23/ 2017 at 5: 05 PM

Important: This pick up f

r

j
Pick Up Location:      r^  AMOUNT.$  

FOR —{ iIe"'

NO. i`        k

UDATE Q0

ACCOUNT NO.   
l lD lC)Z,J      ,v

APPROVED

Print(s)
RECEIVED/ B

II    
A-, 156

Pick up time for prints orde b•+.  T-    41 09

Quantity Item Unit Price Price

i
8x10 print,   

i
6 i

lustre, as is
1. 79 10. 74

t
8x12 print,

2 I 1. 79 3. 58
I lustre, as is

Order item will be available for pick up at warehouse.
Order Processing and shipping times are only estimates. All order processing and shipping times are shown in number of business

days.

https:// www.costcophotocenter.com/ carYreceipt.aspx 1/ 2

2 Prints Director Grajeda (Appointed)
2 Prints Director Gedney (Appointed)
2 Prints Director Oskoui (Appointed)
$10.74 + .94 (8.75% sales tax) = $11.68

*
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S?/23/  17 Receipt

Subtotal:   14. 32

Sales tax( CA 8. 75%):     1. 25

Warehouse Pick Up Total:   15. 57

Payment due when you pick up your order

Order Total:     15. 57

GO"-Ixw
i swr

Norwalk   #910

12324 Hoxie Ave

Norwalk,  CA 90650

562) 929- 0826

1D Member 111739915700

6 @ 1 . 79

25160 8X CPC 1- 99 10. 74 A

2 @ 1 . 79

25160 8X CPC 1- 99 3. 58 A

SUBTOTAL 14. 32

TAX 1 . 25

TOTAL U-14•-IM

CASH 20. 00

CHANGE 4. 43

A 8. 75% TAX 1 . 25

TOTAL TAX 1 . 25

TOTAL NUMBER OF ITEMS SOLD o 8

4M41l 11 : 18 410 87 23 251

OP#:  251 Name:  Linda R.  ( PHOTO)

Thank You !

Please Come Again

Whse: 410 Trm: 87 Trn: 23 OP: 251

https:// www.costcophotocenter.com/ carYreceipt.aspx 2/ 2
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Receipt Page 1 of 2

Thank you for your order cckswo-
FrMIOCAMUR

irde r Number dU   {-- a s   f e o

PoA vn i t-  Head skc>-ts I A Roor

346295651

Back Printing:     Order number and image name AutoCorrect:     On

Pick Up Order Information

Print Order Pick Up Time:    Wednesday, 02/ 08/2017 at 6: 34 PM

Important: This pick up time applies to your print order only.

Pick Up Location:       Norwalk

12324 Hoxie Ave

Norwalk, CA 90650

562- 868- 0575

Print(s)

I Will be ready for pickup on Wednesday, February 8, 2017
i

Quantity Item   !      Unit Price Price

8x10

j
3

Ipstre,  ( 
1. 79 5. 37

as Is I

https:// www.costeophotocenter.com/cart/ receipt.aspx 2/ 8/ 2017
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Receipt Page 2 of 2

Order item will be available for pick up at warehouse.
Order Processing and shipping times are only estimates. All order processing and shipping times are shown in

number of business days.

Subtotal: 5. 37

Sales tax (CA 8. 75%): 0. 47

Warehouse Pick Up Total:  5. 84

Payment due when you pick up your order

Order Total:   5. 84

co" Co
u91109       "

Norwalk   #910

12324 [ lox ie Ave
Norwalk,  Cn 90650

562) 929- 0826

7I Member 111739915700
3 @ 1 , 79

25160 UPLOAD 8X10 5. 37 A
SUBTOTAL 5. 37
TAX 0. 47
TOTAL R:La

XXXXXXXXXXXX4240 SWIPED
Seg#:  87126 APP#:  076898
EFT/ Deblt Resp:  APPROVED
Tran ID#:  703900087126.. . .
Merchant ID:  99041011

APPROVED - Purchase
AMOUNT:  $ 5. 84

CASHBACK:  $ 0. 00

EFT/ Deblt 5. 84
CHANGE 0. 00

A 8. 75% TAX 0. 47
TOTAL TAX 0. 47

TOTAL NUMBER OF ITEMS SOLD v 3
11-044191 19: 38 410 87 71 250

OP#:  250 Name:  MONIQUE ( photo)

Thank Yrik_j !

P 1 ease COmP f1 3a i. r t
Jhc,P: 410 Tr•m, A7 Tom„• 71 M•' lril

https:// www.costcophotocenter.com/ cart/receipt.aspx 2/ 8/ 2017

Implementation of Assembly Bill 1794 
Statutes 2016, Chapter 401 (AB 1794)  
Central Basin Municipal Water District, Claimant 
“7. Documentation” 

281



282



283



284



285



December 21, 2017
RECEIVED

Commission on
State Mandates
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3/29/2018 Mailing List

https://csm.ca.gov/csmint/cats/print_mailing_list_from_claim.php 1/5

COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 3/28/18

Claim Number: 17-TC-02

Matter: Central Basin Municipal Water District Governance Reform

Claimant: Central Basin Municipal Water District

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:
Each commission mailing list is continuously updated as requests are received to include or remove any
party or person on the mailing list. A current mailing list is provided with commission correspondence, and
a copy of the current mailing list is available upon request at any time. Except as provided otherwise by
commission rule, when a party or interested party files any written material with the commission
concerning a claim, it shall simultaneously serve a copy of the written material on the parties and interested
parties to the claim identified on the mailing list provided by the commission. (Cal. Code Regs., tit. 2, §
1181.3.)

Socorro Aquino, State Controller's Office
 Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-7522
 SAquino@sco.ca.gov

Harmeet Barkschat, Mandate Resource Services,LLC
 5325 Elkhorn Blvd. #307, Sacramento, CA 95842

 Phone: (916) 727-1350
 harmeet@calsdrc.com

Lacey Baysinger, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 324-0254
 lbaysinger@sco.ca.gov

Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831

 Phone: (916) 203-3608
 allanburdick@gmail.com

J. Bradley Burgess, MGT of America
 895 La Sierra Drive, Sacramento, CA 95864

 Phone: (916)595-2646
 Bburgess@mgtamer.com

Evelyn Calderon-Yee, Bureau Chief, State Controller's Office
 Local Government Programs and Services, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 324-5919
 ECalderonYee@sco.ca.gov

Gwendolyn Carlos, State Controller's Office
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Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 323-0706

 gcarlos@sco.ca.gov
Annette Chinn, Cost Recovery Systems,Inc.

 705-2 East Bidwell Street, #294, Folsom, CA 95630
 Phone: (916) 939-7901

 achinncrs@aol.com
Carolyn Chu, Senior Fiscal and Policy Analyst, Legal Analyst's Office

 925 L Street, Sacramento, CA 95814
 Phone: (916) 319-8326

 Carolyn.Chu@lao.ca.gov
Anita Dagan, Manager, Local Reimbursement Section, State Controller's Office

 Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816

 Phone: (916) 324-4112
 Adagan@sco.ca.gov

Marieta Delfin, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-4320
 mdelfin@sco.ca.gov

Donna Ferebee, Department of Finance
 915 L Street, Suite 1280, Sacramento, CA 95814

 Phone: (916) 445-3274
 donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814

 Phone: (916) 445-3274
 susan.geanacou@dof.ca.gov

Dillon Gibbons, Legislative Representative, California Special Districts Association
 1112 I Street Bridge, Suite 200, Sacramento, CA 95814

 Phone: (916) 442-7887
 dillong@csda.net

Heather Halsey, Executive Director, Commission on State Mandates
 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 heather.halsey@csm.ca.gov

Chris Hill, Principal Program Budget Analyst, Department of Finance
 Local Government Unit, 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-3274
 Chris.Hill@dof.ca.gov

Justyn Howard, Program Budget Manager, Department of Finance
 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-1546
 justyn.howard@dof.ca.gov

Kevin Hunt, General Manager, Central Basin Municipal Water District
 Claimant Representative

 6252 Telegraph Road, Commerce, CA 90040
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Phone: (323) 201-5500
 kevinh@centralbasin.org

Edward Jewik, County of Los Angeles 
 Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012

 Phone: (213) 974-8564
 ejewik@auditor.lacounty.gov

Jill Kanemasu, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-9891
 jkanemasu@sco.ca.gov

Anita Kerezsi, AK & Company
 3531 Kersey Lane, Sacramento, CA 95864

 Phone: (916) 972-1666
 akcompanysb90@gmail.com

Lisa Kurokawa, Bureau Chief for Audits, State Controller's Office
 Compliance Audits Bureau, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 327-3138
 lkurokawa@sco.ca.gov

Jill Magee, Program Analyst, Commission on State Mandates
 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 Jill.Magee@csm.ca.gov

Hortensia Mato, City of Newport Beach
 100 Civic Center Drive, Newport Beach, CA 92660

 Phone: (949) 644-3000
 hmato@newportbeachca.gov

Michelle Mendoza, MAXIMUS
 17310 Red Hill Avenue, Suite 340, Irvine, CA 95403

 Phone: (949) 440-0845
 michellemendoza@maximus.com

Meredith Miller, Director of SB90 Services, MAXIMUS
 3130 Kilgore Road, Suite 400, Rancho Cordova, CA 95670

 Phone: (972) 490-9990
 meredithcmiller@maximus.com

Andy Nichols, Nichols Consulting
 1857 44th Street, Sacramento, CA 95819

 Phone: (916) 455-3939
 andy@nichols-consulting.com

Arthur Palkowitz, Artiano Shinoff
 2488 Historic Decatur Road, Suite 200, San Diego, CA 92106

 Phone: (619) 232-3122
 apalkowitz@as7law.com

Steven Pavlov, Budget Analyst, Department of Finance
 Local Government Unit, 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-3274
 Steven.Pavlov@dof.ca.gov

Jai Prasad, County of San Bernardino
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Office of Auditor-Controller, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA 92415-0018
 Phone: (909) 386-8854

 jai.prasad@atc.sbcounty.gov
Mark Rewolinski, MAXIMUS

 808 Moorefield Park Drive, Suite 205, Richmond, VA 23236
 Phone: (949) 440-0845

 markrewolinski@maximus.com
Camille Shelton, Chief Legal Counsel, Commission on State Mandates

 980 9th Street, Suite 300, Sacramento, CA 95814
 Phone: (916) 323-3562

 camille.shelton@csm.ca.gov
Carla Shelton, Commission on State Mandates

 980 9th Street, Suite 300, Sacramento, CA 95814
 Phone: (916) 323-3562

 carla.shelton@csm.ca.gov
Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office

 Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 323-5849

 jspano@sco.ca.gov
Dennis Speciale, State Controller's Office

 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 324-0254

 DSpeciale@sco.ca.gov
Joe Stephenshaw, Director, Senate Budget & Fiscal Review Committee

 California State Senate, State Capitol Room 5019, Sacramento, CA 95814
 Phone: (916) 651-4103

 Joe.Stephenshaw@sen.ca.gov
Derk Symons, Staff Finance Budget Analyst, Department of Finance

 Local Government Unit, 915 L Street, Sacramento, CA 95814
 Phone: (916) 445-3274

 Derk.Symons@dof.ca.gov
Jolene Tollenaar, MGT of America

 2251 Harvard Street, Suite 134, Sacramento, CA 95815
 Phone: (916) 243-8913

 jolenetollenaar@gmail.com
Evelyn Tseng, City of Newport Beach

 100 Civic Center Drive, Newport Beach, CA 92660
 Phone: (949) 644-3127

 etseng@newportbeachca.gov
Brian Uhler, Principal Fiscal & Policy Analyst, Legislative Analyst's Office

 925 L Street, Suite 1000, Sacramento, CA 95814
 Phone: (916) 319-8328

 Brian.Uhler@LAO.CA.GOV
Renee Wellhouse, David Wellhouse & Associates, Inc. 

 3609 Bradshaw Road, H-382, Sacramento, CA 95927
 Phone: (916) 797-4883

 dwa-renee@surewest.net
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Hasmik Yaghobyan, County of Los Angeles
 Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012

 Phone: (213) 974-9653
 hyaghobyan@auditor.lacounty.gov
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 3/28/18

Claim Number: 17-TC-02

Matter: Central Basin Municipal Water District Governance Reform

Claimant: Central Basin Municipal Water District

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:
Each commission mailing list is continuously updated as requests are received to include or remove any
party or person on the mailing list. A current mailing list is provided with commission correspondence, and
a copy of the current mailing list is available upon request at any time. Except as provided otherwise by
commission rule, when a party or interested party files any written material with the commission
concerning a claim, it shall simultaneously serve a copy of the written material on the parties and interested
parties to the claim identified on the mailing list provided by the commission. (Cal. Code Regs., tit. 2, §
1181.3.)

Socorro Aquino, State Controller's Office
 Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-7522
 SAquino@sco.ca.gov

Harmeet Barkschat, Mandate Resource Services,LLC
 5325 Elkhorn Blvd. #307, Sacramento, CA 95842

 Phone: (916) 727-1350
 harmeet@calsdrc.com

Lacey Baysinger, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 324-0254
 lbaysinger@sco.ca.gov

Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831

 Phone: (916) 203-3608
 allanburdick@gmail.com

J. Bradley Burgess, MGT of America
 895 La Sierra Drive, Sacramento, CA 95864

 Phone: (916)595-2646
 Bburgess@mgtamer.com

Evelyn Calderon-Yee, Bureau Chief, State Controller's Office
 Local Government Programs and Services, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 324-5919
 ECalderonYee@sco.ca.gov

Gwendolyn Carlos, State Controller's Office
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Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 323-0706

 gcarlos@sco.ca.gov
Annette Chinn, Cost Recovery Systems,Inc.

 705-2 East Bidwell Street, #294, Folsom, CA 95630
 Phone: (916) 939-7901

 achinncrs@aol.com
Carolyn Chu, Senior Fiscal and Policy Analyst, Legal Analyst's Office

 925 L Street, Sacramento, CA 95814
 Phone: (916) 319-8326

 Carolyn.Chu@lao.ca.gov
Anita Dagan, Manager, Local Reimbursement Section, State Controller's Office

 Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816

 Phone: (916) 324-4112
 Adagan@sco.ca.gov

Marieta Delfin, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-4320
 mdelfin@sco.ca.gov

Donna Ferebee, Department of Finance
 915 L Street, Suite 1280, Sacramento, CA 95814

 Phone: (916) 445-3274
 donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814

 Phone: (916) 445-3274
 susan.geanacou@dof.ca.gov

Dillon Gibbons, Legislative Representative, California Special Districts Association
 1112 I Street Bridge, Suite 200, Sacramento, CA 95814

 Phone: (916) 442-7887
 dillong@csda.net

Heather Halsey, Executive Director, Commission on State Mandates
 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 heather.halsey@csm.ca.gov

Chris Hill, Principal Program Budget Analyst, Department of Finance
 Local Government Unit, 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-3274
 Chris.Hill@dof.ca.gov

Justyn Howard, Program Budget Manager, Department of Finance
 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-1546
 justyn.howard@dof.ca.gov

Kevin Hunt, General Manager, Central Basin Municipal Water District
 Claimant Representative

 6252 Telegraph Road, Commerce, CA 90040
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Phone: (323) 201-5500
 kevinh@centralbasin.org

Edward Jewik, County of Los Angeles 
 Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012

 Phone: (213) 974-8564
 ejewik@auditor.lacounty.gov

Jill Kanemasu, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-9891
 jkanemasu@sco.ca.gov

Anita Kerezsi, AK & Company
 3531 Kersey Lane, Sacramento, CA 95864

 Phone: (916) 972-1666
 akcompanysb90@gmail.com

Lisa Kurokawa, Bureau Chief for Audits, State Controller's Office
 Compliance Audits Bureau, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 327-3138
 lkurokawa@sco.ca.gov

Jill Magee, Program Analyst, Commission on State Mandates
 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 Jill.Magee@csm.ca.gov

Hortensia Mato, City of Newport Beach
 100 Civic Center Drive, Newport Beach, CA 92660

 Phone: (949) 644-3000
 hmato@newportbeachca.gov

Michelle Mendoza, MAXIMUS
 17310 Red Hill Avenue, Suite 340, Irvine, CA 95403

 Phone: (949) 440-0845
 michellemendoza@maximus.com

Meredith Miller, Director of SB90 Services, MAXIMUS
 3130 Kilgore Road, Suite 400, Rancho Cordova, CA 95670

 Phone: (972) 490-9990
 meredithcmiller@maximus.com

Andy Nichols, Nichols Consulting
 1857 44th Street, Sacramento, CA 95819

 Phone: (916) 455-3939
 andy@nichols-consulting.com

Arthur Palkowitz, Artiano Shinoff
 2488 Historic Decatur Road, Suite 200, San Diego, CA 92106

 Phone: (619) 232-3122
 apalkowitz@as7law.com

Steven Pavlov, Budget Analyst, Department of Finance
 Local Government Unit, 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-3274
 Steven.Pavlov@dof.ca.gov

Jai Prasad, County of San Bernardino
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Office of Auditor-Controller, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA 92415-0018
 Phone: (909) 386-8854

 jai.prasad@atc.sbcounty.gov
Mark Rewolinski, MAXIMUS

 808 Moorefield Park Drive, Suite 205, Richmond, VA 23236
 Phone: (949) 440-0845

 markrewolinski@maximus.com
Camille Shelton, Chief Legal Counsel, Commission on State Mandates

 980 9th Street, Suite 300, Sacramento, CA 95814
 Phone: (916) 323-3562

 camille.shelton@csm.ca.gov
Carla Shelton, Commission on State Mandates

 980 9th Street, Suite 300, Sacramento, CA 95814
 Phone: (916) 323-3562

 carla.shelton@csm.ca.gov
Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office

 Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 323-5849

 jspano@sco.ca.gov
Dennis Speciale, State Controller's Office

 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 324-0254

 DSpeciale@sco.ca.gov
Joe Stephenshaw, Director, Senate Budget & Fiscal Review Committee

 California State Senate, State Capitol Room 5019, Sacramento, CA 95814
 Phone: (916) 651-4103

 Joe.Stephenshaw@sen.ca.gov
Derk Symons, Staff Finance Budget Analyst, Department of Finance

 Local Government Unit, 915 L Street, Sacramento, CA 95814
 Phone: (916) 445-3274

 Derk.Symons@dof.ca.gov
Jolene Tollenaar, MGT of America

 2251 Harvard Street, Suite 134, Sacramento, CA 95815
 Phone: (916) 243-8913

 jolenetollenaar@gmail.com
Evelyn Tseng, City of Newport Beach

 100 Civic Center Drive, Newport Beach, CA 92660
 Phone: (949) 644-3127

 etseng@newportbeachca.gov
Brian Uhler, Principal Fiscal & Policy Analyst, Legislative Analyst's Office

 925 L Street, Suite 1000, Sacramento, CA 95814
 Phone: (916) 319-8328

 Brian.Uhler@LAO.CA.GOV
Renee Wellhouse, David Wellhouse & Associates, Inc. 

 3609 Bradshaw Road, H-382, Sacramento, CA 95927
 Phone: (916) 797-4883

 dwa-renee@surewest.net
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Hasmik Yaghobyan, County of Los Angeles
 Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012

 Phone: (213) 974-9653
 hyaghobyan@auditor.lacounty.gov
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 3/28/18

Claim Number: 17-TC-02

Matter: Central Basin Municipal Water District Governance Reform

Claimant: Central Basin Municipal Water District

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:
Each commission mailing list is continuously updated as requests are received to include or remove any
party or person on the mailing list. A current mailing list is provided with commission correspondence, and
a copy of the current mailing list is available upon request at any time. Except as provided otherwise by
commission rule, when a party or interested party files any written material with the commission
concerning a claim, it shall simultaneously serve a copy of the written material on the parties and interested
parties to the claim identified on the mailing list provided by the commission. (Cal. Code Regs., tit. 2, §
1181.3.)

Socorro Aquino, State Controller's Office
 Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-7522
 SAquino@sco.ca.gov

Harmeet Barkschat, Mandate Resource Services,LLC
 5325 Elkhorn Blvd. #307, Sacramento, CA 95842

 Phone: (916) 727-1350
 harmeet@calsdrc.com

Lacey Baysinger, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 324-0254
 lbaysinger@sco.ca.gov

Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831

 Phone: (916) 203-3608
 allanburdick@gmail.com

J. Bradley Burgess, MGT of America
 895 La Sierra Drive, Sacramento, CA 95864

 Phone: (916)595-2646
 Bburgess@mgtamer.com

Evelyn Calderon-Yee, Bureau Chief, State Controller's Office
 Local Government Programs and Services, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 324-5919
 ECalderonYee@sco.ca.gov

Gwendolyn Carlos, State Controller's Office
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Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 323-0706

 gcarlos@sco.ca.gov
Annette Chinn, Cost Recovery Systems,Inc.

 705-2 East Bidwell Street, #294, Folsom, CA 95630
 Phone: (916) 939-7901

 achinncrs@aol.com
Carolyn Chu, Senior Fiscal and Policy Analyst, Legal Analyst's Office

 925 L Street, Sacramento, CA 95814
 Phone: (916) 319-8326

 Carolyn.Chu@lao.ca.gov
Anita Dagan, Manager, Local Reimbursement Section, State Controller's Office

 Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816

 Phone: (916) 324-4112
 Adagan@sco.ca.gov

Marieta Delfin, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-4320
 mdelfin@sco.ca.gov

Donna Ferebee, Department of Finance
 915 L Street, Suite 1280, Sacramento, CA 95814

 Phone: (916) 445-3274
 donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814

 Phone: (916) 445-3274
 susan.geanacou@dof.ca.gov

Dillon Gibbons, Legislative Representative, California Special Districts Association
 1112 I Street Bridge, Suite 200, Sacramento, CA 95814

 Phone: (916) 442-7887
 dillong@csda.net

Heather Halsey, Executive Director, Commission on State Mandates
 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 heather.halsey@csm.ca.gov

Chris Hill, Principal Program Budget Analyst, Department of Finance
 Local Government Unit, 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-3274
 Chris.Hill@dof.ca.gov

Justyn Howard, Program Budget Manager, Department of Finance
 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-1546
 justyn.howard@dof.ca.gov

Kevin Hunt, General Manager, Central Basin Municipal Water District
 Claimant Representative

 6252 Telegraph Road, Commerce, CA 90040
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Phone: (323) 201-5500
 kevinh@centralbasin.org

Edward Jewik, County of Los Angeles 
 Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012

 Phone: (213) 974-8564
 ejewik@auditor.lacounty.gov

Jill Kanemasu, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-9891
 jkanemasu@sco.ca.gov

Anita Kerezsi, AK & Company
 3531 Kersey Lane, Sacramento, CA 95864

 Phone: (916) 972-1666
 akcompanysb90@gmail.com

Lisa Kurokawa, Bureau Chief for Audits, State Controller's Office
 Compliance Audits Bureau, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 327-3138
 lkurokawa@sco.ca.gov

Jill Magee, Program Analyst, Commission on State Mandates
 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 Jill.Magee@csm.ca.gov

Hortensia Mato, City of Newport Beach
 100 Civic Center Drive, Newport Beach, CA 92660

 Phone: (949) 644-3000
 hmato@newportbeachca.gov

Michelle Mendoza, MAXIMUS
 17310 Red Hill Avenue, Suite 340, Irvine, CA 95403

 Phone: (949) 440-0845
 michellemendoza@maximus.com

Meredith Miller, Director of SB90 Services, MAXIMUS
 3130 Kilgore Road, Suite 400, Rancho Cordova, CA 95670

 Phone: (972) 490-9990
 meredithcmiller@maximus.com

Andy Nichols, Nichols Consulting
 1857 44th Street, Sacramento, CA 95819

 Phone: (916) 455-3939
 andy@nichols-consulting.com

Arthur Palkowitz, Artiano Shinoff
 2488 Historic Decatur Road, Suite 200, San Diego, CA 92106

 Phone: (619) 232-3122
 apalkowitz@as7law.com

Steven Pavlov, Budget Analyst, Department of Finance
 Local Government Unit, 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-3274
 Steven.Pavlov@dof.ca.gov

Jai Prasad, County of San Bernardino
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Office of Auditor-Controller, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA 92415-0018
 Phone: (909) 386-8854

 jai.prasad@atc.sbcounty.gov
Mark Rewolinski, MAXIMUS

 808 Moorefield Park Drive, Suite 205, Richmond, VA 23236
 Phone: (949) 440-0845

 markrewolinski@maximus.com
Camille Shelton, Chief Legal Counsel, Commission on State Mandates

 980 9th Street, Suite 300, Sacramento, CA 95814
 Phone: (916) 323-3562

 camille.shelton@csm.ca.gov
Carla Shelton, Commission on State Mandates

 980 9th Street, Suite 300, Sacramento, CA 95814
 Phone: (916) 323-3562

 carla.shelton@csm.ca.gov
Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office

 Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 323-5849

 jspano@sco.ca.gov
Dennis Speciale, State Controller's Office

 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 324-0254

 DSpeciale@sco.ca.gov
Joe Stephenshaw, Director, Senate Budget & Fiscal Review Committee

 California State Senate, State Capitol Room 5019, Sacramento, CA 95814
 Phone: (916) 651-4103

 Joe.Stephenshaw@sen.ca.gov
Derk Symons, Staff Finance Budget Analyst, Department of Finance

 Local Government Unit, 915 L Street, Sacramento, CA 95814
 Phone: (916) 445-3274

 Derk.Symons@dof.ca.gov
Jolene Tollenaar, MGT of America

 2251 Harvard Street, Suite 134, Sacramento, CA 95815
 Phone: (916) 243-8913

 jolenetollenaar@gmail.com
Evelyn Tseng, City of Newport Beach

 100 Civic Center Drive, Newport Beach, CA 92660
 Phone: (949) 644-3127

 etseng@newportbeachca.gov
Brian Uhler, Principal Fiscal & Policy Analyst, Legislative Analyst's Office

 925 L Street, Suite 1000, Sacramento, CA 95814
 Phone: (916) 319-8328

 Brian.Uhler@LAO.CA.GOV
Renee Wellhouse, David Wellhouse & Associates, Inc. 

 3609 Bradshaw Road, H-382, Sacramento, CA 95927
 Phone: (916) 797-4883

 dwa-renee@surewest.net
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Hasmik Yaghobyan, County of Los Angeles
 Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012

 Phone: (213) 974-9653
 hyaghobyan@auditor.lacounty.gov
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 4/13/18

Claim Number: 17-TC-02

Matter: Central Basin Municipal Water District Governance Reform

Claimant: Central Basin Municipal Water District

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:
Each commission mailing list is continuously updated as requests are received to include or remove any
party or person on the mailing list. A current mailing list is provided with commission correspondence, and
a copy of the current mailing list is available upon request at any time. Except as provided otherwise by
commission rule, when a party or interested party files any written material with the commission
concerning a claim, it shall simultaneously serve a copy of the written material on the parties and interested
parties to the claim identified on the mailing list provided by the commission. (Cal. Code Regs., tit. 2, §
1181.3.)

Socorro Aquino, State Controller's Office
 Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-7522
 SAquino@sco.ca.gov

Harmeet Barkschat, Mandate Resource Services,LLC
 5325 Elkhorn Blvd. #307, Sacramento, CA 95842

 Phone: (916) 727-1350
 harmeet@calsdrc.com

Lacey Baysinger, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 324-0254
 lbaysinger@sco.ca.gov

Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831

 Phone: (916) 203-3608
 allanburdick@gmail.com

J. Bradley Burgess, MGT of America
 895 La Sierra Drive, Sacramento, CA 95864

 Phone: (916)595-2646
 Bburgess@mgtamer.com

Evelyn Calderon-Yee, Bureau Chief, State Controller's Office
 Local Government Programs and Services, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 324-5919
 ECalderonYee@sco.ca.gov

Gwendolyn Carlos, State Controller's Office
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Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 323-0706

 gcarlos@sco.ca.gov
Annette Chinn, Cost Recovery Systems,Inc.

 705-2 East Bidwell Street, #294, Folsom, CA 95630
 Phone: (916) 939-7901

 achinncrs@aol.com
Carolyn Chu, Senior Fiscal and Policy Analyst, Legal Analyst's Office

 925 L Street, Sacramento, CA 95814
 Phone: (916) 319-8326

 Carolyn.Chu@lao.ca.gov
Anita Dagan, Manager, Local Reimbursement Section, State Controller's Office

 Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816

 Phone: (916) 324-4112
 Adagan@sco.ca.gov

Marieta Delfin, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-4320
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April 18, 2018 

Heather Halsey 

Executive Director 

Commission on State Mandates 

980 9th Street 

Sacramento, CA 95814 

Re: Written Comments Regarding Review of Test Claim Filing 

       Central Basin Municipal Water District Governance Reform, 17-TC-02 

       Central Basin Municipal Water District, Claimant.  

Dear Executive Director Halsey: 

The California Special Districts Association (CSDA), hereby submit these comments as an 

interested party reviewing the merits of the Test Claim of Central Basin Municipal Water District 

pursuant to sections 1183.2 and 1181.3 of the Commission’s regulations. CSDA represents over 

1,000 special districts and affiliate organizations throughout the state, including all types of 

independent special districts, which provide millions of Californians with essential local services 

such as fire protection, water, resource conservation, and parks and recreation 

CSDA filed an amicus brief in Paradise Irrigation District, et al. v. Commission on State 

Mandates, Department of Finance, and Department of Water Resources [Case No. C081929], 

following its original amicus filing to the Sacramento County Superior Court, Case No. 34-2015-

80002016. In both matters, and in the present Central Basin Municipal Water Districts test claim 

(17-TC-02), CSDA urges the courts and Commission on State Mandates (CSM) to reject the 

exclusion of such entities from state-mandated reimbursement, as the clear language and intent 

of the California Constitution does not permit this exclusion, and because reasonable public 

policy warrants approval of the Central Basin Municipal Water District test claim.   

California Constitutional Protection of Local Government Revenue Burdens 

The Commission’s interpretation of article XIII B, section 6 (Cal. Const., art. XIII B, § 6.), that it 

was designed to protect revenues of local governments and not the expenses that are recoverable 

from sources other than taxes, fails to account for the ever-increasing series of constraints on the 

funding available to administer these services.  

Proposition 13 drastically cut property tax revenue by nearly 50% (California Senate Local 

Government Committee, What’s So Special About Special Districts, Fourth Edition, 10 (2010)), 

creating a funding deficit for local agencies, particularly special districts. Funding deficits 

created a need for additional funding mechanisms, such as levying user fees. In 1996, 

Proposition 218 created restrictions on those sources of revenues, restricting assessment, fees and 

charges (City of Riverside, 73 Cal.App.4th at 686). For special districts and other local agencies, 
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regardless of the mix of revenue they rely on, they are restricted by these propositions when 

adopting new or increased fees.  

 

The aforementioned propositions have created system whereby local governments and their 

constituent residents are charged with developing and implementing the programs and services 

they desire for their communities and bearing those costs. The current interpretation which 

makes many agencies ineligible for subvention exacerbates local agencies’ and governments’ 

funding woes, particularly when they are forced to implement and administer state-mandated 

actions. 

 

The purpose of constitutionally required subvention “is to preclude the state from shifting 

financial responsibility for carrying out governmental functions to local agencies, which are ill 

equipped to assume increased financial responsibilities because of constitutional taxing and 

spending limitations…” (County of San Diego v. State of California, 15 Cal 4th 68, 81). 

Excluding districts such as Central Basin Municipal Water District from eligibility for 

subvention, as CSM’s decision and the Superior Court’s ruling in Paradise attempt to do, is 

wholly contrary to the purpose and intent of Propositions 4 and 1A; to protect local governments 

with constitutional funding limitations from shouldering the financial burden of the Legislature’s 

preferred programs.  

 

Proposition 4 Subvention for State-Mandated Costs   

 

Proposition 4, article XIII B, was intended to be a “permanent protection for taxpayers from 

excessive taxation” by establishing appropriations limit for each government entity (County of 

Placer v. Corin (1980) 113 Cal.App.3d 443). It also imposed the subvention requirements for 

state-mandated programs or higher levels of service that impose costs (Cal. School Boards Assn. 

(2018) 15 Cal.4th 68, 81).  

 

The exclusion of local governments that do not receive property taxes or “proceeds of taxes” is 

contrary to the plain language of article XIII B, section 6, which provides subvention for “all” 

local governments. The denial for subvention in the case of Central Basin Municipal Water 

District, and other enterprise special districts, results in the creation of a class of local 

governments and their citizens that must always bear the cost of state mandates through 

increased fees, even before clearing the uncertain Proposition 218 voter authorization hurdle for 

said fee increases, while others deemed as eligible under the current interpretation will see no fee 

increases. The intent of Proposition 4 overwhelmingly is to ensure that government “will not 

favor one group of taxpayers over another,” and that one group of ratepayers will not face a 

disproportionate burden based on the revenue source of their local government (Legislature v. Eu 

(1991) 54 Cal.3d 492, 504).  
 

Implication of Current Eligibility Requirements Interpretation 

 

The Sacramento Superior Court and CSM rulings on the subvention eligibility requirements are 

contrary to the intent of Proposition 4 (Cal. Const., art. XIII B, § 6.). Local governments face 

onerous requirements to increase fees, viewed as the ability to “recover expenses from other 

sources.” The “other source” for local governments which operate as fee for service entities is 

2



the ratepayer, which creates excessive taxation for some constituencies over others for the same 

new state-mandated program or service. A proper reading of the Constitution grants subvention 

for all local governments, to properly carry out state-mandates. The CSM and Sacramento 

Superior Court’s current subvention eligibility interpretation should be reversed to protect 

against unreasonable injustice to the citizens and agencies which have adapted mixed funding 

methods to support local services, under the pressure of strict constitutional tax and fee 

regulations.  

 

Accordingly, we respectfully urge the CSM to reverse its decision on the eligibility of the 

Central Basin Municipal Water District to file a Test Claim, and, to permit subvention claims by 

similarly situated enterprise districts constrained by the California Constitution in their ability to 

raise fees and charges.    

 

We are happy to provide additional information or answer any follow-up questions the CSM or 

its staff may have. Please do not hesitate to contact Mustafa Hessabi at CSDA at (916) 442-7887. 

 

Sincerely, 

 
Mustafa Hessabi 

Legislative Analyst - Attorney  
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1 
Central Basin Municipal Water District Governance Reform, 17-TC-02 

Draft Proposed Decision 

Hearing Date:  January 25, 2019 
J:\MANDATES\2017\TC\17-TC-02 Central Basin Municipal Water District Governance Reform\TC\Draft PD.docx 
 

ITEM ___ 
TEST CLAIM 

DRAFT PROPOSED DECISION 
Water Code Sections 71265, 71266, and 71267 

Statutes 2016, Chapter 401 (AB 1794) 

Central Basin Municipal Water District Governance Reform 
17-TC-02 

Central Basin Municipal Water District, Claimant 

EXECUTIVE SUMMARY 

Overview 
This Test Claim alleges reimbursable state-mandated activities and increased costs imposed on 
the Central Basin Municipal Water District (claimant) arising from Water Code sections 71265 
through 71267, enacted by Statutes 2016, chapter 401. 

The test claim statute requires the claimant to expand its board of directors (board) from its 
current five members (also known as directors) to eight members, until the election of  
November 8, 2022, after which the board would be composed of seven members.  The claimant’s 
general manager is also required to notify the district’s water purveyors (purveyors) and provide 
a 60-day period during which the purveyors may nominate individuals for appointment to the 
board.  The statute also establishes minimum qualifications for appointed board members and 
limits benefits provided to the board members. The claimant seeks reimbursement for the costs 
of the appointment process for the additional board members, capital improvements to its 
facilities, and increased overhead costs due to the required expansion of the governing board. 

Prior to the enactment of the test claim statute, the claimant had been under increased scrutiny as 
news reports highlighted its misuse of public funds, inappropriate contracting and employment 
practices, and several pending lawsuits.  The Bureau of State Audits proceeded to review various 
aspects of the claimant’s operations between July 2010 and June 2015, and in December 2015, 
issued an audit report recommending special legislation to modify the claimant’s governance 
structure to ensure the claimant’s accountability to its customers.   

As described herein, staff finds that there is no evidence in the record that the claimant receives 
any proceeds of taxes subject to the appropriations limit imposed by article XIII B.  Thus, the 
claimant is not eligible for subvention under article XIII B, section 6.   

Procedural History 
Statutes 2016, chapter 401, was enacted on September 21, 2016, and became effective on 
January 1, 2017.  The claimant filed the Test Claim on September 20, 2017, alleging that it first 
incurred costs under the test claim statute in fiscal year 2016-2017, after obtaining legal support 
in September 2016 for the appointment of the three new board members required by the new 
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Central Basin Municipal Water District Governance Reform, 17-TC-02 

Draft Proposed Decision 

law.1  The Department of Finance (Finance) filed comments on the Test Claim on  
April 27, 2018.2  The California Special Districts Association (CSDA) filed comments on the 
Test Claim on April 30, 2018.  The claimant did not file rebuttal comments.  Commission staff 
issued the Draft Proposed Decision on November 19, 2018.3     

Commission Responsibilities 
Under article XIII B, section 6 of the California Constitution, local agencies and school districts 
are entitled to reimbursement for the costs of state-mandated new programs or higher levels of 
service.  In order for local government to be eligible for reimbursement, one or more similarly 
situated local agencies or school districts must file a test claim with the Commission.  “Test 
claim” means the first claim filed with the Commission alleging that a particular statue or 
executive order imposes costs mandated by the state.  Test claims function similarly to class 
actions and all members of the class have the opportunity to participate in the test claim process 
and all are bound by the final decision of the Commission for purposes of that test claim. 

The Commission is the quasi-judicial body vested with exclusive authority to adjudicate disputes 
over the existence of state-mandated programs within the meaning of article XIII B, section 6 of 
the California Constitution and not apply it as an “equitable remedy to cure the perceived 
unfairness resulting from political decisions on funding priorities.”4 

Claims 
The following chart provides a brief summary of the claims and issues raised and staff’s 
recommendation. 

Issue Description Staff Recommendation 
Was the Test Claim timely 
filed pursuant to Government 
Code section 17551? 

Government Code section 
17551(c) states:  “test claims 
shall be filed not later than 12 
months following the effective 
date of a statue or executive 
order, or within 12 months of 
incurring increased costs as a 
result of a statute or executive 
order, whichever is later.”5  

Timely Filed - The test claim 
statute became effective on 
January 1, 2017.  The Test 
Claim was filed on  
September 20, 2017.  
Accordingly, the Test Claim 
was filed within 12 months of 
the effective date of the test 
claim statute, which is timely 
pursuant to the first prong of 
Government Code section 
17551(c). 

                                                 
1 Exhibit A, Test Claim, pages 3-4. 
2 Exhibit D, Finance’s Comments on the Test Claim. 
3 Exhibit F, Draft Proposed Decision. 
4 County of Sonoma v. Commission on State Mandates (2000) 84 Cal.App.4th 1264, 1281, citing 
City of San Jose v. State of California (1996) 45 Cal.App.4th 1802, 1817. 
5 Government Code section 17551(c). 
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Draft Proposed Decision 

Issue Description Staff Recommendation 
Is the claimant eligible to claim 
reimbursement under article 
XIII B, section 6? 

To be eligible to claim 
reimbursement under article 
XIII B, section 6, a claimant 
must be subject to the tax and 
spend provisions of articles 
XIII A and XIII B. 

Deny - There is no evidence in 
the record that the claimant 
receives any proceeds of taxes 
subject to the appropriations 
limit imposed by article XIII B. 
Thus, the claimant is not 
eligible for subvention under 
article XIII B, section 6. 

Staff Analysis 

A.  This Test Claim Was Timely Filed Pursuant to Government Code Section 17551.  
Government Code section 17551(c) provides that a test claim must be filed “not later than 12 
months after the effective date of the statute or executive order, or within 12 months of incurring 
increased costs as a result of a statute or executive order, whichever is later.”  This Test Claim 
was filed on September 20, 2017, and is therefore timely, as it was filed within 12 months of 
January 1, 2017, the effective date of the test claim statute. 

B.  The Claimant, a Special District, Is Not Eligible to Claim Reimbursement Under 
Article XIII B, Section 6, Because There Is No Evidence That the Claimant Receives 
Any Proceeds of Taxes Subject to the Appropriations Limit. 

Water Code Sections 71265, 71266, and 71267, as added by the test claim statute, require the 
claimant to perform the following: 

• The claimant’s board must expand from its current number of five directors to eight 
directors.  The three new directors shall be appointed by the water purveyors of the 
district in accordance with Water Code section 71267.  The eight-member board shall 
then divide the Central Basin Municipal Water District (district) into four divisions so as 
to equalize, as nearly as practicable, the population in these divisions, pursuant to Water 
Code section 71450.  At the election of November 8, 2022, four directors will be elected, 
one for each division.  The board would thereafter consist of those four directors, plus 
three directors appointed by the district’s water purveyors pursuant to Water Code section 
71267, for a total of seven directors.  (Wat. Code, § 71266(a)-(d).)  

• The district’s general manager, effective January 1, 2017, must notify the purveyors and 
provide a 60-day period during which the purveyors may nominate individuals for 
appointment to the board.  The three directors appointed by the purveyors shall be 
selected every four years.  No appointed board member may hold elective office or hold 
more than 0.5 percent ownership in a company regulated by the Public Utilities 
Commission, or hold more than one consecutive term of office.  Appointed directors are 
eligible for certain benefits as provided for in Water Code section 71257 and the district’s 
administrative code.  (Wat. Code, § 71267(a)-(i).) 

The claimant seeks reimbursement for the costs of the appointment process for the additional 
board members, capital improvements to its facilities, and increased overhead costs due to the 
required expansion of the governing board. 

5
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To be eligible for reimbursement under article XIII B, section 6, a local agency must be subject 
to the taxing and spending limitations of articles XIII A and XIII B of the California 
Constitution.  In this case, reimbursement is not required under article XIII B, section 6, 
however, because there is no evidence that the claimant receives any proceeds of taxes subject to 
the appropriations limit of article XIII B and, therefore, is not eligible to claim mandate 
reimbursement under section 6.  Article XIII B, section 9(c) specifically provides that special 
districts that existed in 1977-78 and did not share in ad valorem property taxes, or were created 
later and are funded entirely by “other than the proceeds of taxes”, which precisely describes the 
claimant, are excluded from the definition of “appropriations subject to limitation”.    

Article XIII B, section 6 was specifically designed to protect local governments from state 
mandates that would require expenditure of tax revenues which are subject to limitation: 

Section 6 was included in article XIII B in recognition that article XIII A of the 
Constitution severely restricted the taxing powers of local governments. (See County of 
Los Angeles I, supra, 43 Cal.3d at p. 61.) The provision was intended to preclude the 
state from shifting financial responsibility for carrying out governmental functions onto 
local entities that were ill equipped to handle the task. (Ibid.; see Lucia Mar Unified 
School Dist. v. Honig (1988) 44 Cal.3d 830, 836, fn. 6.) Specifically, it was designed to 
protect the tax revenues of local governments from state mandates that would require 
expenditure of such revenues. Thus, although its language broadly declares that the “state 
shall provide a subvention of funds to reimburse ... local government for the costs [of a 
state-mandated new] program or higher level of service,” read in its textual and historical 
context section 6 of article XIII B requires subvention only when the costs in question 
can be recovered solely from tax revenues.6 

The California Supreme Court most recently recognized that the purpose of section 6 was to 
preclude “the state from shifting financial responsibility for carrying out governmental functions 
to local agencies, which are ‘ill equipped’ to assume increased financial responsibilities because 
of the taxing and spending limitations that articles XIII A and XIII B impose.”7 

Although the claimant is theoretically able to impose special taxes pursuant to Article XIII C, 
section 2(a) of the California Constitution and certain provisions in the Municipal Water Act of 
1911, there is no evidence in the record that it has ever done so.  In fact, all evidence in the 
record indicates that the claimant’s revenues derive solely from its authority to collect fees and 
assessments and grants.8  Moreover, any limitations imposed by Proposition 218 on the 

                                                 
6 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487 [emphasis in original].   
7 Dept. of Finance v. Commission on State Mandates (2016) 1 Cal.5th 749, 763 [quoting County 
of San Diego v. State of California (1997) 15 Cal.4th 68, 81]. 
8 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 19-20; 
Exhibit X, Central Basin Municipal Water District Adopted Operating Budget & Capital 
Improvement Projects/Grant Projects Budget, Fiscal Year 2016-17 (July 2016), 
https://www.centralbasin.org/UserFiles/Servers/Server_8977649/File/About%20Us/Departments

6
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claimant’s authority to increase fees, assessments, or charges does not make such revenues 
“proceeds of taxes” subject to the appropriations limit of article XIII B, section 8, nor do they 
trigger the reimbursement requirements of article XIII B, section 6.  Therefore, there is no 
substantial evidence in the record to support a finding the claimant has eligibility for subvention 
of funds within the meaning of article XIII B, section 6.  

Accordingly, based on this record, staff recommends that the Commission deny this Test Claim, 
and not reach the issues of whether the test claim statute mandates a new program or higher level 
of service, or results in increased costs mandated by the state.  

Conclusion 
Based on the forgoing analysis, staff finds that there is no evidence in the record that the 
claimant receives any proceeds of taxes subject to the appropriations limit of article XIII B and, 
therefore, is not eligible for subvention under section 6. 

Staff Recommendation 
Staff recommends that the Commission adopt the Proposed Decision to deny the Test Claim and 
authorize staff to make any technical, non-substantive changes to the Proposed Decision 
following the hearing. 

 

  

                                                 
/Finance/Budget%20and%20Water%20Rates/Adopted%20Budget%20for%20FY%202016-
17_FINAL_0.pdf, accessed October 15, 2018, pages 10-13, 43. 

7
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COMMISSION ON STATE MANDATES 

STATE OF CALIFORNIA 

IN RE TEST CLAIM 

Water Code Sections 71265, 71266, and 
71267; Statutes 2016, Chapter 401 (AB 1794) 

Filed on September 20, 2017 

Central Basin Municipal Water District, 
Claimant 

Case No.:  17-TC-02 

Central Basin Municipal Water District 
Governance Reform 
DECISION PURSUANT TO  
GOVERNMENT CODE SECTION 17500 
ET SEQ.; CALIFORNIA CODE OF 
REGULATIONS, TITLE 2, DIVISION 2, 
CHAPTER 2.5, ARTICLE 7. 

(Adopted January 25, 2019) 

 

DECISION 
The Commission in State Mandates (Commission) heard and decided this Test Claim during a 
regularly scheduled hearing on January 25, 2019.  [Witness list will be included in the adopted 
Decision.] 

The law applicable to the Commission’s determination of a reimbursable state-mandated 
program is article XIII B, section 6 of the California Constitution, Government Code sections 
17500 et seq., and related case law. 

The Commission [adopted/modified] the Proposed Decision to deny the Test Claim by a vote of 
[vote will be included in the adopted Decision], as follows: 

Member Vote 

Lee Adams, County Supervisor  

Ken Alex, Director of the Office of Planning and Research  

Mark Hariri, Representative of the State Treasurer, Vice Chairperson  

Sarah Olsen, Public Member  

Carmen Ramirez, City Council Member  

Yvette Stowers, Representative of the State Controller  
Jacqueline Wong-Hernandez, Representative of the Director of the Department of 
Finance, Chairperson 
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Summary of the Findings 
This Test Claim alleges reimbursable state-mandated activities and costs arising from Statutes 
2016, chapter 401, which added sections 71265, 71266, and 71267 to the Water Code, effective 
January 1, 2017.  The test claim statute requires the Central Basin Municipal Water District 
(claimant) to expand its board of directors from its current five members (also known as 
directors) to eight members, until the election of November 8, 2022, after which the board would 
be composed of seven members.  The claimant’s general manager is also required to notify the 
district’s water purveyors (purveyors) and provide a 60-day period during which the purveyors 
may nominate individuals for appointment to the board.  In addition, the statute establishes 
minimum qualifications for appointed board members and limits benefits provided to the board 
members.  The goal of the test claim statute is to protect consumers and “improve the District’s 
effectiveness as a water wholesaler by enhancing the technical knowledge of the Board and by 
encouraging the participation of the water retailers that are responsible for water delivery directly 
to the customers.”9  The claimant seeks reimbursement for the costs of the appointment process 
for the additional board members, capital improvements to its facilities, and increased overhead 
costs due to the required expansion of the governing board. 

Prior to the enactment of the test claim statute, the claimant had been under increased scrutiny as 
news reports highlighted its misuse of public funds, inappropriate contracting and employment 
practices, and several pending lawsuits.  The Bureau of State Audits proceeded to review various 
aspects of the claimant’s operations between July 2010 and June 2015, and in December 2015, 
issued an audit report recommending special legislation to modify the claimant’s governance 
structure so as to ensure the claimant’s accountability to its customers.  

This Test Claim was timely filed, pursuant to Government Code section 17551, on  
September 20, 2017 which is within 12 months of the January 1, 2017 effective date of the test 
claim statute.  

To be eligible for reimbursement under article XIII B, section 6, a local agency must be subject 
to the taxing and spending limitations of articles XIII A and XIII B of the California 
Constitution.  In this case, reimbursement is not required under article XIII B, section 6, 
however, because there is no evidence that the claimant receives any proceeds of taxes subject to 
the appropriations limit of article XIII B and, therefore, is not eligible to claim mandate 
reimbursement under section 6.  Article XIII B, section 9(c) specifically provides that special 
districts that existed in 1977-78 and did not share in ad valorem property taxes, or were created 
later and are funded entirely by “other than the proceeds of taxes”, which precisely describes the 
claimant, are not subject to the appropriations limit.  

Although the claimant is theoretically able to impose special taxes pursuant to Article XIII C, 
section 2(a) of the California Constitution and certain provisions in the Municipal Water Act of 
1911, there is no evidence in the record that it has ever done so.  In fact, all evidence in the 
record indicates that the claimant’s revenues derive solely from its authority to collect fees and 

                                                 
9 Exhibit X, AB 1794 – Assembly Bill - Bill Analysis, August 19, 2016, 
https://leginfo.legislature.ca.gov/faces/billAnalysisClient.xhtml?bill_id=201520160AB1794, 
accessed October 31, 2018, page 5. 

9
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assessments and grants.10  Moreover, Proposition 218 does not convert claimant’s fees, 
assessments, or charges into “proceeds of taxes” subject to the appropriations limit of article XIII 
B, section 8, nor do expenditures of fees imposed pursuant to Proposition 218 trigger the 
reimbursement requirements of article XIII B, section 6 as appropriations of such fees are not 
“appropriations subject to limitation.”  Therefore, there is no substantial evidence in the record to 
support a finding the claimant has eligibility for subvention of funds within the meaning of 
article XIII B, section 6.  

Accordingly, based on this record, the Commission denies this Test Claim. 

COMMISSION FINDINGS 

I. Chronology 
01/01/2017 Water Code sections 71265, 71266, and 71267, as added by Statutes 2016, 

chapter 401, become effective. 

09/20/2017 The claimant filed the Test Claim.11 

03/14/2018 Commission staff determined that the Test Claim was incomplete, because 
the claimant was not eligible for subvention, and returned it to the claimant. 

03/27/2018 The claimant filed an appeal of the Executive Director’s decision to deny 
jurisdiction over the Test Claim.12  

03/30/2018 The Executive Director issued a Notice of Test Claim Filing, which mooted 
the appeal of the executive director’s decision, requesting comments on the 
Test Claim and evidence that the claimant had ever collected taxes.13 

04/27/2018 The Department of Finance (Finance) filed comments on the Test Claim.14 

04/30/2018 The California Special Districts Association (CSDA) filed comments on 
the Test Claim.15 

                                                 
10 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 19-20; 
Central Basin Municipal Water District Adopted Operating Budget & Capital Improvement 
Projects/Grant Projects Budget, Fiscal Year 2016-17 (July 2016), 
https://www.centralbasin.org/UserFiles/Servers/Server_8977649/File/About%20Us/Departments
/Finance/Budget%20and%20Water%20Rates/Adopted%20Budget%20for%20FY%202016-
17_FINAL_0.pdf, accessed October 15, 2018, pages 10-13, 43. 
11 Exhibit A, Test Claim. 
12 Exhibit B, Appeal of Executive Director’s Decision. 
13 Exhibit C, Notice of Test Claim Filing. 
14 Exhibit D, Finance’s Comments on Test Claim. 
15 Exhibit E, CSDA’s Comments on Test Claim. 
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11/19/2018 Commission staff issued the Draft Proposed Decision.16 

II. Background 
This Test Claim alleges that Water Code sections 71265 through 71267, enacted by Statutes 
2016, chapter 401 impose reimbursable state-mandated increased costs resulting from activities 
required of the claimant. 

Prior to the enactment of the test claim statute, the claimant had been under increased scrutiny as 
news reports highlighted its misuse of public funds, inappropriate contracting and employment 
practices, and several pending lawsuits.17  In October 2014, the County of Los Angeles 
Department of Public Works issued a report criticizing the district and exploring the steps 
necessary to dissolve it, though the report recommended an audit rather than dissolution.18  At 
the request of the Joint Legislative Audit Committee, the Bureau of State Audits proceeded to 
review various aspects of the claimant’s operations between July 2010 and June 2015, and in 
December 2015, issued an audit report recommending special legislation to: 

. . . preserve the district as an independent entity but modify the district’s 
governance structure. In doing so, the Legislature should consider a governance 
structure that ensures the district remain accountable to those it serves; for 
example, the district’s board could be changed from one elected by the public at 
large to one appointed by the district’s customers.19 

Generally, the test claim statute revises the composition of the claimant’s board of directors, 
establishes minimum qualifications for appointed board members, and limits benefits provided to 
the board members. 

To provide some context for how the test claim statute fits into the state’s effort to improve the 
operations of the claimant, a brief discussion of the claimant’s history follows. 

A. The Creation and History of the Claimant. 
The Municipal Water District Act of 1911 (1911 Act), Water Code sections 71000 et seq., 
authorized “the people of any county or counties, or of any portions thereof, whether such 
portions include unincorporated territory only or incorporated territory of any city or cities, or 
both such incorporated and unincorporated territory” to organize a municipal water district in 
                                                 
16 Exhibit F, Draft Proposed Decision. 
17 Exhibit X, AB 1794 – Assembly Bill - Bill Analysis, August 19, 2016, 
https://leginfo.legislature.ca.gov/faces/billAnalysisClient.xhtml?bill_id=201520160AB1794, 
accessed October 31, 2018, page 8. 
18 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 39-40. 
19 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, page 42. 

11
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order to “acquire, control, distribute, store, spread, sink, treat, purify, recycle, recapture, and 
salvage any water, including sewage and storm waters, for the beneficial use or uses of the 
district, its inhabitants, or the owners of rights to water in the district.”20  The 1911 Act 
authorized municipal water districts to levy property taxes, and to impose special taxes pursuant 
to Article 3.5 of the Government Code.21  The authority to levy general purpose property taxes 
however, has since been eliminated by an amendment to California Constitution - Article XIII C, 
section 2(a),made by Proposition 218, which restricted the authority of special districts to impose 
taxes only to special taxes.  Municipal water districts may also impose standby “assessments or 
availability charges” on land within their jurisdiction, in an amount not to exceed $10 per acre.22 

In 1952, pursuant to the 1911 Act, the residents of southeastern Los Angeles County voted to 
establish the claimant, Central Basin Municipal Water District, to mitigate the overpumping of 
groundwater in the area.23  In 1954, the claimant became a member agency of the Metropolitan 
Water District of Southern California (Metropolitan), an agency that was formed to bring 
imported water to the greater Los Angeles region.24  The claimant “purchases imported water 
from Metropolitan for sale to retail water suppliers, including cities, other water districts, mutual 
water companies, investor-owned utilities, and private companies within the district’s 
boundaries.  Those water retailers in turn provide water to residents and businesses within their 
respective service areas.”25  In this manner, the claimant acts to secure water reliability for more 
than 1.6 million people in Los Angeles County, spanning a range of 27 cities, three 
unincorporated areas, 40 water retailers, and one water wholesaler.26 

The audit report issued by the Bureau of State Audits (BSA) states that in fiscal year 2014-2015, 
the claimant’s total revenues were from the following sources:  sales of imported water (81% of 

                                                 
20 Water Code, sections 71060, 71610(a). 
21 Water Code, sections 72090, 72090.5. 
22 Water Code, sections 71630, 71631. 
23 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, page 9. 
24 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, page 15. 
25 Exhibit X, Senate Committee on Appropriations Analysis of AB 1794, August 1, 2016,  
https://leginfo.legislature.ca.gov/faces/billAnalysisClient.xhtml?bill_id=201520160AB1794, 
accessed November 1, 2018, pages 7, 15. 
26 Exhibit X, Central Basin Municipal Water District Adopted Operating Budget & Capital 
Improvement Projects/Grant Projects Budget, Fiscal Year 2016-17 (July 2016), 
https://www.centralbasin.org/UserFiles/Servers/Server_8977649/File/About%20Us/Departments
/Finance/Budget%20and%20Water%20Rates/Adopted%20Budget%20for%20FY%202016-
17_FINAL_0.pdf, accessed October 15, 2018, page 8. 
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total revenues); sales of recycled water (7% of total revenues); revenues from standby charges, 
which are parcel assessments imposed on landowners and used by the claimant to pay its debt 
service costs on water recycling facilities and the purchase of its headquarters building (6% of 
total revenues); grant funding (5% of total revenues); and other revenues from deliveries of 
treated water, investment income, and other miscellaneous sources (1% of total revenues).27  The 
claimant’s operating budget for fiscal year 2016-2017 identifies the same revenue sources.28  

Prior to the enactment of the test claim statute, the claimant’s 227 square-mile service area was 
governed by a board of five publicly elected directors, with voters in each of the five divisions of 
the service area electing one director to serve a four‐year term.29  No limits existed on the 
number of terms a board member could serve.30 

B. The Bureau of State Audits Found Numerous Failures by the District’s Board of 
Directors to Provide for the Effective Management and Efficient Operation of the 
District. 

The BSA reviewed various aspects of the claimant’s operations between July 2010 and  
June 2015, and in its December 2015 audit report, made the following key findings regarding the 
claimant and its board: 

                                                 
27 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 19-20. 
28 Exhibit X, Central Basin Municipal Water District Adopted Operating Budget & Capital 
Improvement Projects/Grant Projects Budget, Fiscal Year 2016-17 (July 2016), 
https://www.centralbasin.org/UserFiles/Servers/Server_8977649/File/About%20Us/Departments
/Finance/Budget%20and%20Water%20Rates/Adopted%20Budget%20for%20FY%202016-
17_FINAL_0.pdf, accessed October 15, 2018, pages 10-13, 43. 
29  Exhibit X, Central Basin Municipal Water District Adopted Operating Budget & Capital 
Improvement Projects/Grant Projects Budget, Fiscal Year 2016-17 (July 2016), 
https://www.centralbasin.org/UserFiles/Servers/Server_8977649/File/About%20Us/Departments
/Finance/Budget%20and%20Water%20Rates/Adopted%20Budget%20for%20FY%202016-
17_FINAL_0.pdf, accessed October 15, 2018, page 8. 
30 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, page 17. 
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• The board’s poor leadership, decision-making and oversight hindered the 
district’s ability to meet its responsibilities.31 

- Six different individuals had served as chief executive and five different 
individuals and one financial services firm have served as the finance director 
or an equivalent position.32 

- The board had an ineffective structure for investigating complaints regarding 
its members’ or district staff’s violations of laws and district codes related to 
ethics.33 

- Until recently, the board had not approved a strategic plan for several years 
and it did not require the district to create a long-term financial plan—the 
district had endured revenue shortfalls for years, had averaged a $2.9 million 
operating deficit in three of the past five fiscal years and had suffered two 
credit rating downgrades.34 

- Because of the board’s inaction and poor decisions, the district was paying 
more for less general liability and employment practices liability insurance 
coverage.35 

                                                 
31 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, page 21. 
32 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 22-25. 
33 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 25-28. 
34 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 28-35. 
35 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 35-38. 
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• The board violated state law by creating a legal trust fund without adequately 
disclosing it to the public.  It also allowed its outside legal counsel to make 
payments from this $2.75 million fund without ensuring funds were used 
appropriately.36 

• The district inappropriately avoided competitively bidding 11 of the 20 contracts 
we reviewed and it used amendments to extend and expand contracts—over a 
three-year period, it executed a total of 134 amendments to 65 contracts, 
increasing the total cost of the associated contracts from roughly $14 million to 
nearly $30 million.37 

• The district did not follow best practices in managing its contracts—most of the 
contracts reviewed lacked critical elements of a scope of work and the district 
paid certain consultants before the work was performed.38 

• The district spent funds on purposes unrelated to its mission, such as lavish board 
member installation ceremonies, that likely constituted prohibited gifts of public 
funds.39 

• The district hired some unqualified staff, created a new position without proper 
approval, and incurred unnecessary expenses.  The audit noted four hires in which 
the district did not comply with its policies, two of which resulted in legal 
disputes and another caused the district to incur unnecessary expenses.40 

• Some of the benefits given to board members may have been too generous—a 
$600 monthly automobile or transportation allowance, a $200 monthly allowance 
for personal communication devices, and up to $2,000 per month for health 
benefits, even though they were not full-time employees.41 

The audit report also noted that because the board is publicly elected, it is not directly 
accountable to the district’s customers – the various entities to which the district sells imported 
and recycled water.42  The report recommended that the Legislature: 

                                                 
36 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 45-49. 
37 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 49-56. 
38 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 56-60. 
39 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
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[S]hould pass special legislation to preserve the district as an independent entity 
but modify the district’s governance structure. In doing so, the Legislature should 
consider a governance structure that ensures the district remain accountable to 
those it serves; for example, the district’s board could be changed from one 
elected by the public at large to one appointed by the district’s customers.43 

C. The Test Claim Statute 
The test claim statute, Statutes 2016, chapter 401 (AB 1794) became effective on  
January 1, 2017, adding sections 71265, 71266, and 71267 to Division 20, Part 3 of the 
California Water Code, changing the composition of the district’s board, establishing minimum 
qualifications for appointed directors, and limiting benefits of directors. 

Section 71265 defines “large water purveyor” as “a public water system that is one of the top 
five purveyors of water as measured by total purchases of water from the CBMWD for the three 
prior fiscal years”, and “relevant technical expertise” as “at least 5 years of experience in a 
position materially responsible for performing services relating to the management, operations, 
engineering, construction, financing, contracting, regulating, or resource management of a public 
water system.”  It also defines a small water purveyor as a public water system (as defined in the 
Health and Safety Code), and clarifies that sections 71265-71267 apply only to the claimant, the 
Central Basin Municipal Water District.  

Section 71266 changes the composition of the claimant’s board of directors.  The board currently 
has five directors, each one popularly elected from their respective divisions inside the district, 
pursuant to Water Code section 71250. Section 71266 requires that three additional directors be 
added to the board, with these directors appointed by the district’s water purveyors, in 
accordance with section 71267.  The new eight-member board would then be responsible, before 

                                                 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 60-63. 
40 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 65-70. 
41 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 70-80. 
42 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, page 40. 
43 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, page 42. 
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the election of November 8, 2022, to divide the district into four divisions, in a manner so as to 
equalize the population in each division, pursuant to Water Code section 71540 (in accordance 
with Section 22000 of Division 21 of the Elections Code.)  The eight-member board would exist 
until the election of November 8, 2022, after which the board would consist of seven directors – 
the four elected ones, and the three appointed by the water purveyors.  Section 72166 reads: 

(a) Except as provided in subdivision (c) and notwithstanding any other provision 
of this division, the board of directors of the district shall be composed of seven 
directors as follows: 

(1) Four directors, one director elected for each division established pursuant 
to subdivision (d) by the voters of the division. Each director shall be a 
resident of the division from which he or she is elected. An election pursuant 
to this paragraph shall be in accordance with the Uniform District Election 
Law (Part 4 (commencing with Section 10500) of Division 10 of the Elections 
Code). 

(2) Three directors appointed by the water purveyors of the district in 
accordance with Section 71267. 

(b) The district shall be subject to Section 84308 of the Government Code. 

(c) Until the directors elected at the November 8, 2022, election take office, the 
board of directors shall be composed of eight directors as follows: 

(1) Five directors in accordance with Section 71250. 

(2) Three directors appointed by the water purveyors of the district pursuant to 
Section 71267. 

(d) The board of directors shall divide the district into four divisions in a manner 
as to equalize, as nearly as practicable, the population in the respective divisions 
pursuant to Section 71540. 

Section 71267 requires the claimant’s general manager to notify all its water purveyors that the 
district is seeking three new appointed directors for the board, and provide a 60-day period 
during which nominations for such appointment will be accepted.  All individuals nominated 
must possess “relevant technical expertise” as defined in section 71265.  The three appointed 
directors shall be selected every four years – one by all large water purveyors from the nominees 
therefrom, one by all cities that are water purveyors of the district, from the nominees of the 
cities, and one by all the district’s water purveyors, from any nominee.  Section 71267 prohibits 
all three appointed directors from being employees or representatives of large water purveyors, 
cities, or small water purveyors.  Each appointed director must live or work within the district, 
may not hold elected office, may not hold more than one-half percent ownership interest in any 
entity regulated by the Public Utilities Commission, and may not hold more than one consecutive 
term of office on the board.  Appointed directors are eligible for compensation for up to ten 
meetings per month and certain benefits pursuant to the district’s administrative code, but are not 
eligible for communication or car allowances.  Section 71267 reads: 

(a) The general manager of the district shall notify each water purveyor of the 
district and provide a 60-day period during which the district will accept 
nominations for appointment of individuals to the board of directors. 
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(b) Individuals nominated for appointment to the board of directors shall 
demonstrate eligibility and relevant technical expertise. 

(c)(1) The three directors appointed by the water purveyors shall be selected by 
the water purveyors of the district every four years as follows: 

(A) One director shall be selected by all large water purveyors from the 
nominees of large water purveyors. Each large water purveyor shall have one 
vote. 

(B) One director shall be selected by all cities that are water purveyors of the 
district from the nominees of cities. Each city shall have one vote. 

(C) One director shall be selected by all of the water purveyors of the district 
from any nominee. The vote of each purveyor shall be weighted to reflect the 
number of service connections of that water purveyor within the district. If the 
selection of a director under this subparagraph would result in a violation of 
paragraph (2), the first eligible candidate receiving the next highest number of 
votes shall be selected. 

(2) The appointment of directors pursuant to paragraph (1) shall not result in any 
of the following: 

(A) The appointment of three directors that are all employed by or 
representatives of entities that are all large water purveyors. 

(B) The appointment of three directors that are all employed by or 
representatives of entities that are all cities. 

(C) The appointment of three directors that are all employed by or 
representatives of entities that are all small water purveyors. 

(3) Each nominee for director who receives the highest number of votes cast for 
each office described in paragraph (1) is appointed as a director to the board of 
directors and shall take office in accordance with Section 71512. The general 
manager shall collect the votes and report the results to the water purveyors. 
Votes for an appointed director are public records. 

(d) Each appointed director shall live or work within the district. 

(e) In order to ensure continuity of knowledge, the directors appointed at the first 
purveyor selection shall classify themselves by lot so that two of them shall hold 
office until the selection of their successors at the first succeeding purveyor 
selection and one of them shall hold office until the selection of his or her 
successor at the second succeeding purveyor selection. 

(f)(1) The term of a director appointed pursuant to subparagraph (A) of paragraph 
(1) of subdivision (c) is terminated if the appointed director no longer is employed 
by or a representative of a large water purveyor. 

(2) The term of a director appointed pursuant to subparagraph (B) of paragraph 
(1) of subdivision (c) is terminated if the appointed director no longer is employed 
by or a representative of a city. 
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(3) The term of a director appointed pursuant to subparagraph (C) of paragraph 
(1) of subdivision (c) is terminated if the appointed director no longer is employed 
by or a representative of a water purveyor. 

(g)(1) An appointed director shall not do any of the following: 

(A) Hold an elected office. 

(B) Hold more than 0.5 percent ownership in a company regulated by the 
Public Utilities Commission. 

(C) Hold more than one consecutive term of office on the board. 

(2) An appointed director shall be subject to all applicable conflict-of-interest and 
ethics provisions and shall recuse himself or herself from participating in a 
decision that could have a direct material benefit on the financial interests of the 
director. 

(h) A vacancy in an office of appointed director shall be filled in accordance with 
the selection process described in subdivisions (a) to (c), inclusive. 

(i)(1) An appointed director shall be eligible for all of the following: 

(A) Reimbursement for travel and conference expenses pursuant to the Central 
Basin Municipal Water District Administrative Code. 

(B) Compensation for up to 10 meetings per month at the per meeting rate 
provided by the Central Basin Municipal Water District Administrative Code. 

(C) Health insurance benefits, if those benefits are not provided by the 
director’s employer. 

(2) An appointed director shall not be eligible to receive communication or car 
allowances. For purposes of this paragraph, “car allowances” does not include 
travel expenses incurred as described in paragraph (1). 

(3) An appointed director may waive the reimbursement and compensation 
described in paragraph (1) and may be required to reimburse his or her employer 
for any compensation received. 

III. Positions of the Parties and Interested Parties 

A. Central Basin Municipal Water District 
The claimant alleges that the addition of Water Code sections 71265 through 71267 resulted in 
reimbursable increased costs mandated by the state.  The claimant alleges new activities and 
increased actual costs totaling $217,948 for fiscal year 2016-2017,44 as follows: 

1) Capital improvements to expand the district’s board room dais from five to 
eight seats, and expand the parking lot.  

                                                 
44 Exhibit A, Test Claim, page 10.  However, on page 8, the claimant states that the actual 
increased costs for fiscal year 2016-2017 totaled $181,765. 
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2) Project management to oversee building improvements to the board room and 
parking lot. 

3) Executive time and expenses in conducting the appointment process of three 
additional directors.  The General Manager’s time was spent on planning, 
directing, coordinating and overseeing the orientation, nomination and 
election of water purveyor representatives to the District’s Board of Directors. 

4) Obtaining legal services in the implementation and defense of AB 1794 in two 
lawsuits. 

5) Meetings with the water purveyors responsible to appoint the three additional 
directors during a seven month period from September 2016 to March 2017.  
Costs were also incurred for meals provided during these meetings. 

6) Staff time and expenses in conducting the appointment process of three 
additional directors.  Staff members created a database of water purveyors, 
verified contact information and mailing addresses, drafted a memorandum 
and nomination forms, and mailed the information to the water purveyors.  
After the nomination process, staff prepared the ballots and mailed the 
information.  Upon receiving the ballots, staff opened them and documented 
the results. 

7) Additional staff time for the implementation of AB 1794.  At the request of 
the Board of Directors, staff was asked to prepare a written report on the 
implementation process for the test claim statute.  

8) Compensation, travel and administrative/office expenses (which included 
expenses for registration and dues, housing and accommodations, meals, 
photography services, office supplies, and miscellaneous expenses) for the 
three additional directors.45    

The claimant also alleges estimated annual costs of $18,488 for compensation, travel, and 
administrative expenses for the three new directors, and $160,371 in legal fees and staff costs to 
write the election process in the claimant’s Administrative Code and expenses incurred in two 
cases in litigation relating to the test claim statute.46   

The claimant contends that it is eligible to claim reimbursement because it receives “proceeds of 
taxes” and is subject to the tax and spend limitations of articles XIII A and B.  The claimant 
relies on documentation from the County of Los Angeles that shows the claimant will receive 
$3.3 million for standby charges consistent with the County of Los Angeles’ property tax 
remittance schedule.47   

The claimant further asserts that nothing in article XIII B, section 6 requires that a claimant must 
receive property tax revenue to be eligible to claim reimbursement.  “In the decades since 
[County of Fresno v. State of California] was issued, not only has there been a complete turnover 
                                                 
45 Exhibit A, Test Claim, pages 4-9. 
46 Exhibit A, Test Claim, pages 12-13. 
47 Exhibit A, Test Claim, pages 286, 290. 
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in the composition of the court but the landscape of local government financing has been 
changed by the passage of Proposition 218 in November of 1996 . . . .”48   

In addition, the claimant states that the test claim statute did nothing to add a new service or to 
expand current services, and instead increased the overhead of the claimant by amending the 
governing board, as follows: 

The District, as a water wholesale agency, purchases both potable and recycled 
water, and sells it to retail agencies.  The implementation of AB 1794 did nothing 
to add a new service to the services of the District or to expand its current 
services; the legislation increased the overhead of the District by amending the 
governing board.  It is the expansion of the board and the express procedure for 
selecting the three new members that is the mandated new program, applicable 
only to this one water district.  As such, the District should be reimbursed by way 
of approval of its SB 90 test claim.49 

In its Appeal of Executive Director’s Decision to reject the Test Claim filing finding claimant to 
be ineligible for subvention, the claimant asserts that article XIII B, section 6 of the California 
Constitution does not require that the district receive the proceeds of taxes in order to seek 
reimbursement for its expenses.50  The claimant further asserts that section 2 of AB 1794 did not 
require that the district be a recipient of property taxes to seek reimbursement, and also that 
reimbursement appeared to be mandatory according to the language used therein.51 

B. Department of Finance 
Finance urges the Commission to deny this Test Claim.52  Finance argues that the claimant is 
ineligible for reimbursement, as it is a local agency financed entirely by fees and other non-tax 
revenue, and is not subject to the taxing and spending limitations of article XIII B, section 6.53  
Finance further contends that even if the claimant were eligible to claim reimbursement, the 
activities it performed pursuant to the test claim statute do not qualify for reimbursement, as they 
do not constitute a new program or higher level of service.54  Lastly, Finance notes that many of 
the activities for which the claimant seeks reimbursement were not required by the test claim 
statute, such as expenses for meals at the installation ceremony for the three new directors 

                                                 
48 Exhibit A, Test Claim, page 287. 
49 Exhibit A, Test Claim, page 288.  Note that SB 90 refers to a long obsolete Revenue and Tax 
Code system for providing mandate reimbursement, which was quasi-legislative in nature.  We 
presume that claimant actually intends to seek subvention pursuant to article XIII B, section 6 of 
the California Constitution and Government Code section 17500 et seq.    
50 Exhibit B, Appeal of Executive Director’s Decision, page 1. 
51 Exhibit B, Appeal of Executive Director’s Decision, page 2. 
52 Exhibit D, Finance’s Comments on the Test Claim. 
53 Exhibit D, Finance’s Comments on the Test Claim, pages 1-2. 
54 Exhibit D, Finance’s Comments on the Test Claim, page 2. 

21



20 
Central Basin Municipal Water District Governance Reform, 17-TC-02 

Draft Proposed Decision 

($411.53), photographic prints of the new directors ($211.68), and lunch meetings with the 
district’s water purveyors regarding the nomination of the three new directors ($1,623.23).55 

C. California Special Districts Association 
The CSDA, as an interested person under the Commission’s regulations56, submitted comments 
on the Test Claim on April 30, 2018.57  CSDA argues that “reasonable public policy warrants 
approval” of the Test Claim.58  CSDA contends that past Commission interpretation of article 
XIII B, section 6 to protect only tax revenues and not the expenses that are recoverable from 
sources other than taxes, “fails to account for the ever-increasing series of constraints on the 
funding available to administer these services.”59  CSDA identifies the following constraints: 
Proposition 13, which drastically cut property tax revenue by nearly 50 percent, creating a 
funding deficit for local agencies; and Proposition 218, which imposed restrictions on special 
districts’ authority to collect or increase fees and assessments.  CSDA asserts that article XIII B, 
section 6 is designed “to protect local governments with constitutional funding limitations from 
shouldering the financial burden of the Legislature’s preferred programs.”60  CSDA further 
asserts that the exclusion of local governments that do not receive property taxes or “proceeds of 
taxes” is contrary to the plain language of article XIII B, section 6, which provides subvention 
for all local governments.  “The denial for subvention in the case of Central Basin Municipal 
Water District, and other enterprise special districts, results in the creation of a class of local 
governments and their citizens that must always bear the cost of state mandates through 
increased fees, even before clearing the uncertain Proposition 218 voter authorization hurdle for 
said fee increases, while others deemed as eligible under the current interpretation will see no fee 
increases.”61 

IV. Discussion 
Article XIII B, section 6 of the California Constitution provides in relevant part the following: 

Whenever the Legislature or any state agency mandates a new program or higher 
level of service on any local government, the state shall provide a subvention of 
funds to reimburse such local government for the costs of such programs or 
increased level of service… 

The purpose of article XIII B, section 6 is to “preclude the state from shifting financial 
responsibility for carrying out governmental functions to local agencies, which are ‘ill equipped’ 
to assume increased financial responsibilities because of the taxing and spending limitations that 

                                                 
55 Exhibit D, Finance’s Comments on the Test Claim, pages 2-3. 
56 California Code of Regulations, title 2, section 1181.2(j).  
57 Exhibit E, CSDA’s Comments on the Test Claim. 
58 Exhibit E, CSDA’s Comments on the Test Claim, page 1. 
59 Exhibit E, CSDA’s Comments on the Test Claim, page 1. 
60 Exhibit E, CSDA’s Comments on the Test Claim, page 2. 
61 Exhibit E, CSDA’s Comments on Test Claim, page 2. 
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articles XIII A and XIII B impose.”62  Thus, the subvention requirement of section 6 is “directed 
to state-mandated increases in the services provided by [local government] …”63 

Reimbursement under article XIII B, section 6 is required when the following elements are met: 

1. A state statute or executive order requires or “mandates” local agencies or school 
districts to perform an activity.64 

2. The mandated activity constitutes a “program” that either: 

a. Carries out the governmental function of providing a service to the public; or 

b. Imposes unique requirements on local agencies or school districts and does 
not apply generally to all residents and entities in the state.65 

3. The mandated activity is new when compared with the legal requirements in 
effect immediately before the enactment of the test claim statute or executive 
order and it increases the level of service provided to the public.66 

4. The mandated activity results in the local agency or school district incurring 
increased costs, within the meaning of section 17514.  Increased costs, however, 
are not reimbursable if an exception identified in Government Code section 17556 
applies to the activity.67 

The Commission is vested with the exclusive authority to adjudicate disputes over the existence 
of state-mandated programs within the meaning of article XIII B, section 6 of the California 
Constitution.68  The determination whether a statute or executive order imposes a reimbursable 
state-mandated program is a question of law.69  In making its decisions, the Commission must 
strictly construe article XIII B, section 6 of the California Constitution, and not apply it as an 

                                                 
62 County of San Diego v. State of California (1997) 15 Cal.4th 68, 81. 
63 County of Los Angeles v. State of California (1987) 43 Cal.3d 46, 56. 
64 San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th 859, 874. 
65 San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th 859, 874-
875 (reaffirming the test set out in County of Los Angeles v. State of California (1987) 43 Cal.3d 
46, 56). 
66 San Diego Unified School Dist. (2004) 33 Cal.4th 859, 874-875, 878; Lucia Mar Unified 
School District v. Honig (1988) 44 Cal.3d 830, 835. 
67 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487; County of Sonoma v. 
Commission on State Mandates (2000) 84 Cal.App.4th 1265, 1284; Government Code sections 
17514 and 17556. 
68 Kinlaw v. State of California (1991) 53 Cal.3d 482, 487. 
69 County of San Diego v. State of California (1997) 15 Cal.4th 68, 109. 
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“equitable remedy to cure the perceived unfairness resulting from political decisions on funding 
priorities.”70 

A. This Test Claim was Timely Filed Pursuant to Government Code section 17551. 
Government Code section 17551(c) provides that a test claim must be filed “not later than 12 
months after the effective date of the statute or executive order, or within 12 months of incurring 
increased costs as a result of a statute or executive order, whichever is later.”  This Test Claim 
was filed on September 20, 2017, and is therefore timely, as it was filed within 12 months of 
January 1, 2017, the effective date of the test claim statute.  

B. The Claimant, a Special District, Is Not Eligible to Claim Reimbursement Under 
Article XIII B, Section 6, Because There Is No Evidence That the Claimant Receives 
Any Proceeds of Taxes Subject to the Appropriations Limit of Article XIII B. 

1. To be eligible for reimbursement under section 6, a local agency must be subject 
to the taxing and spending limitations of articles XIII A and XIII B of the 
California Constitution. 

The courts have made it clear that the reimbursement requirement in article XIII B, section 6 of 
the California Constitution must be interpreted in context with articles XIII A and XIII B, which 
“work in tandem, together restricting California governments’ power both to levy and to spend 
taxes for public purposes.”71  

In 1978, the voters adopted Proposition 13, which added article XIII A to the California 
Constitution.  Article XIII A drastically reduced property tax revenue previously enjoyed by 
local governments by providing that “the maximum amount of any ad valorem tax on real 
property shall not exceed one percent (1%) of the full cash value of such property,” and that the 
one percent (1%) tax was to be collected by counties and “apportioned according to law to the 
districts within the counties…”72  In addition to limiting the property tax, section 4 also restricts 
a local government’s ability to impose special taxes by requiring a two-thirds approval by 
voters.73 

Article XIII B was adopted by the voters as Proposition 4 less than 18 months after the addition 
of article XIII A to the state Constitution, and was billed as “the next logical step to Proposition 
13.”74  While article XIII A is aimed at controlling ad valorem property taxes and the imposition 
of new special taxes, “the thrust of article XIII B is toward placing certain limitations on the 

                                                 
70 County of Sonoma v. Commission on State Mandates (2000) 84 Cal.App.4th 1265, 1280 
[citing City of San Jose v. State of California (1996) 45 Cal.App.4th 1802, 1817]. 
71 County of Fresno v. State of California (1991) 53 Cal.3d 482, 486; Dept. of Finance v. 
Commission on State Mandates (2016) 1 Cal.5th 749, 763 [quoting County of San Diego v. State 
of California (1997) 15 Cal.4th 68, 81]. 
72 California Constitution, article XIII A, section 1 (adopted June 6, 1978). 
73 California Constitution, article XIII A, section 1 (adopted June 6, 1978). 
74 County of Placer v. Corin (1980) 113 Cal.App.3d 443, 446. 
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growth of appropriations at both the state and local government level; in particular, Article  
XIII B places limits on the authorization to expend the ‘proceeds of taxes.’”75 

Article XIII B established an “appropriations limit,” or spending limit for each “entity of local 
government” beginning in fiscal year 1980-1981.76  Specifically, the appropriations limit 
provides as follows: 

The total annual appropriations subject to limitation of the State and of each local 
government shall not exceed the appropriations limit of the entity of government 
for the prior year adjusted for the change in the cost of living and the change in 
population, except as otherwise provided in this article.77 

No “appropriations subject to limitation” may be made in excess of the appropriations limit, and 
revenues received in excess of authorized appropriations must be returned to the taxpayers 
within the following two fiscal years.78  

Article XIII B does not limit the ability to expend government funds collected from all sources; 
the appropriations limit is based on “appropriations subject to limitation,” which means, pursuant 
to article XIII B, section 8, “any authorization to expend during a fiscal year the proceeds of 
taxes levied by or for that entity.”79  For local agencies, “proceeds of taxes” subject to the 
appropriations limit include all tax revenues; proceeds from regulatory charges and fees to the 
extent such proceeds exceed the costs reasonably borne by government in providing the product 
or service; the investment of tax revenue; and subventions received from the state (other than 
pursuant to section 6).80   

However, no limitation is placed on the expenditure of those revenues that do not constitute 
“proceeds of taxes.”81  For example, appropriations subject to limitation do not include “local 
agency loan funds or indebtedness funds, investment (or authorizations to invest) funds of the 
state, or of an entity of local government in accounts at banks or savings and loan associations or 

                                                 
75 County of Placer v.Corin (1980), 113 Cal.App.3d 443, 446. 
76 California Constitution, article XIII B, section 8(h) (adopted Nov. 6, 1979; amended by 
Proposition 111, June 5, 1990). 
77 California Constitution, article XIII B, section 1 (adopted Nov. 6, 1979; amended by 
Proposition 111, June 5, 1990). 
78 California Constitution, article XIII B, section 2 (adopted Nov. 6, 1979; amended by 
Proposition 111, June 5, 1990). 
79 California Constitution, article XIII B, section 8 (adopted Nov. 6, 1979; amended by 
Proposition 111, June 5, 1990) [emphasis added]. 
80 California Constitution, article XIII B, section 8; County of Placer v. Corin (1980) 113 
Cal.App.3d 443, 448. 
81 County of Placer v. Corin (1980) 113 Cal.App.3d 443, 447. 
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in liquid securities.”82  With respect to special districts, article XIII B, section 9 provides a 
specific exclusion from the appropriations limit as follows:  

“Appropriations subject to limitation’ for each entity of government shall not 
include: [¶…¶] (c) Appropriations of any special district which existed on  
January 1, 1978, and which did not as of the 1977-78 fiscal year levy an ad 
valorem tax on property in excess of 12 ½ cents per $100 of assessed value; or the 
appropriations of any special district then existing or thereafter created by a vote 
of the people, which is totally funded by other than the proceeds of taxes.”83  

Thus, a special district that existed in 1977-78 and did not share in ad valorem property taxes, or 
one that was created later and is funded entirely by “other than the proceeds of taxes,” is not 
subject to the appropriations limit. 

In 1980, the year following the adoption of article XIII B, the Third District Court of Appeal, in 
County of Placer v. Corin, found that a local special assessment for the construction of public 
improvements was not included within the definition of “proceeds of taxes,” and thus the 
proceeds of that assessment were not required to be included within the budgeted “appropriations 
subject to limitation.”84  The court explained that article XIII B’s limitation on the expenditure of 
“proceeds of taxes” does not limit the ability to expend government funds from all sources, but 
contemplates only the expenditure of “impositions which raise general tax revenues for the 
entity” as follows: 

Under Article XIII B, with the exception of state subventions, the items that make 
up the scope of “proceeds of taxes” concern charges levied to raise general 
revenues for the local entity.  “Proceeds of taxes,” in addition to “all tax 
revenues” includes “proceeds …from … ‘regulatory licenses, user charges, and 
user fees (only)’ to the extent that such proceeds exceed the costs reasonably 
borne by such entity in providing the regulation, product or service….” (§ 8,  
subd. (c)) … Such “excess” regulatory or user fees are but taxes for the raising of 
general revenue for the entity.  [Citations omitted.]  Moreover, to the extent that 

                                                 
82 California Constitution, article XIII B, section 8(i) (adopted Nov. 6, 1979; amended by 
Proposition 111, June 5, 1990). 
83 California Constitution, article XIII B, section 9(c) (adopted Nov. 6, 1979; amended by 
Proposition 111, June 5, 1990); see also, Government Code section 7901(e), a statute which 
implements and defines terms used in article XIII B, including appropriations subject to 
limitation, which similarly provides the following:  ““Local agency” means a city, county, city 
and county, special district, authority or other political subdivision of the state, except a school 
district…  The term “special district” shall not include any district which (1) existed on January 
1, 1978 and did not possess the power to levy a property tax at that time or did not levy or have 
levied on its behalf, an ad valorem property tax rate on all taxable property in the district on the 
secured roll in excess of 12 ½ cents per $100 of assessed value for the 1977-78 fiscal year, or (2) 
existed on January 1, 1978, or was thereafter created by a vote of the people, and is totally 
funded by revenues other than the proceeds of taxes as defined in subdivision (c) of Section 8 of 
Article XIII B of the California Constitution.” 
84 County of Placer v. Corin (1980) 113 Cal.App.3d 443. 
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an assessment results in revenue above the cost of the improvement or is of 
general public benefit, it is no longer a special assessment but a tax.  [Citation 
omitted.]  We conclude “proceeds of taxes” generally contemplates only those 
impositions which raise general tax revenues for the entity. 

. . . Special assessments are not taxes, and are not levied for general revenue 
purposes. We are unable to find anything in Article XIII B to indicate that 
“proceeds of taxes” were intended to include special assessment proceeds.85 

In 1991, the California Supreme Court reiterated that article XIII B was not intended to reach 
beyond taxation: 

Article XIII B of the Constitution, however, was not intended to reach beyond 
taxation.  That fact is apparent from the language of the measure. It is confirmed 
by its history.  In his analysis, the Legislative Analyst declared that Proposition 4 
“would not restrict the growth in appropriations financed from other [i.e., nontax] 
sources of revenue, including federal funds, bond funds, traffic fines, user fees 
based on reasonable costs, and income from gifts.” (Ballot Pamp., Proposed Stats. 
and Amends. to Cal. Const. with arguments to voters, Special Statewide Elec. 
(Nov. 6, 1979), analysis by Legislative Analyst, p. 16.)86  

Section 6 was included in article XIII B to require that “[w]henever the Legislature or any state 
agency mandates a new program or higher level of service on any local government, the State 
shall provide a subvention of funds to reimburse that local government for the costs of the 
program or increased level of service…”87  Article XIII B, section 6 was specifically designed to 
protect the tax revenues of local governments from state mandates that would require 
expenditure of tax revenues: 

Section 6 was included in article XIII B in recognition that article XIII A of the 
Constitution severely restricted the taxing powers of local governments. (See 
County of Los Angeles I, supra, 43 Cal.3d at p. 61.) The provision was intended to 
preclude the state from shifting financial responsibility for carrying out 
governmental functions onto local entities that were ill equipped to handle the 
task. (Ibid.; see Lucia Mar Unified School Dist. v. Honig (1988) 44 Cal.3d 830, 
836, fn. 6.) Specifically, it was designed to protect the tax revenues of local 
governments from state mandates that would require expenditure of such 
revenues. Thus, although its language broadly declares that the “state shall 
provide a subvention of funds to reimburse ... local government for the costs [of a 
state-mandated new] program or higher level of service,” read in its textual and 
historical context section 6 of article XIII B requires subvention only when the 
costs in question can be recovered solely from tax revenues.88 

                                                 
85 County of Placer v. Corin (1980) 113 Cal.App.3d 443, 451-452. 
86 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487. 
87 California Constitution article XIII B, section 6(a) (adopted Nov. 6, 1979). 
88 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487 [emphasis in original].   
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The California Supreme Court most recently recognized that the purpose of section 6 was to 
preclude “the state from shifting financial responsibility for carrying out governmental functions 
to local agencies, which are ‘ill equipped’ to assume increased financial responsibilities because 
of the taxing and spending limitations that articles XIII A and XIII B impose.”89 

Thus, article XIII B, section 6 must be read in light of the tax and spend limitations imposed by 
articles XIII A and XIII B, and requires the state to provide reimbursement only when a local 
agency is mandated by the state to expend proceeds of taxes subject to the appropriations limit of 
article XIII B. 

In this respect, not every local agency is subject to the restrictions of article XIII B, and therefore 
not every local agency is entitled to reimbursement under article XIII B.  Redevelopment 
agencies, for example, have been identified by the courts as being exempt from the restrictions of 
article XIII B.  In Bell Community Redevelopment Agency v. Woolsey, the Second District Court 
of Appeal concluded that a redevelopment agency’s power to issue bonds, and to repay those 
bonds with its tax increment, was not subject to the spending limit of article XIII B.  The court 
reasoned that to construe tax increment payments as appropriations subject to limitation “would 
be directly contrary to the mandate of section 7,” which provides that “[n]othing in this Article 
shall be construed to impair the ability of the state or of any local government to meet its 
obligations with respect to existing or future bonded indebtedness.”90  In addition, the court 
found that article XVI, section 16, addressing the funding of redevelopment agencies, was 
inconsistent with the limitations of article XIII B: 

Article XVI, section 16, provides that tax increment revenues “may be 
irrevocably pledged” to the payment of tax allocation bonds. If bonds must 
annually compete for payment within an annual appropriations limit, and their 
payment depend upon complying with the such limit [sic], it is clear that tax 
allocation proceeds cannot be irrevocably pledged to the payment of the bonds. 
Annual bond payments would be contingent upon factors extraneous to the 
pledge. That is, bond payments would be revocable every year of their life to the 
extent that they conflicted with an annual appropriation limit. The untoward effect 
would be that bonds would become unsaleable because a purchaser could not 
depend upon the agency having a sure source of payment for such bonds.91 

The court therefore concluded that redevelopment agencies could not reasonably be subject to 
article XIII B, and therefore upheld Health and Safety Code section 33678, and ordered that the 
writ issue to compel Woolsey to publish the notice.92 

                                                 
89 Dept. of Finance v. Commission on State Mandates (2016) 1 Cal.5th 749, 763 [quoting County 
of San Diego v. State of California (1997) 15 Cal.4th 68, 81]. 
90 Bell Community Redevelopment Agency v. Woolsey (1985) 169 Cal.App.3d 24, 31. 
91 Bell Community Redevelopment Agency v. Woolsey (1985) 169 Cal.App.3d 24, 31. 
92 Bell Community Redevelopment Agency v. Woolsey (1985) 169 Cal.App.3d 24, 33-34. 
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Similarly, in Redevelopment Agency of San Marcos v. Commission on State Mandates,93 the 
Fourth District Court of Appeal held that redevelopment agencies were not eligible to claim 
reimbursement because Health and Safety Code section 33678 exempted tax increment 
financing, their primary source of revenue, from the limitations of article XIII B: 

Because of the nature of the financing they receive, tax increment financing, 
redevelopment agencies are not subject to this type of appropriations limitations 
or spending caps; they do not expend any “proceeds of taxes.” Nor do they raise, 
through tax increment financing, “general revenues for the local entity.” The 
purpose for which state subvention of funds was created, to protect local agencies 
from having the state transfer its cost of government from itself to the local level, 
is therefore not brought into play when redevelopment agencies are required to 
allocate their tax increment financing in a particular manner... 

For all these reasons, we conclude the same policies which support exempting tax 
increment revenues from article XIII B appropriations limits also support denying 
reimbursement under section 6… [The] costs of depositing tax increment 
revenues in the Housing Fund are attributable not directly to tax revenues, but to 
the benefit received by the Agency from the tax increment financing scheme, 
which is one step removed from other local agencies’ collection of tax revenues.94 

In 2000, the Third District Court of Appeal, in City of El Monte v. Commission on State 
Mandates, affirmed the reasoning of the Redevelopment Agency of San Marcos decision, holding 
that a redevelopment agency cannot accept the benefits of an exemption from article XIII B’s 
spending limit while asserting an entitlement to reimbursement under article XIII B, section 6.95 

Thus, the courts, with these cases, have drawn a straight line from an agency’s primary sources 
of funding being exempt from the appropriations limit, to that same agency being ineligible to 
claim mandate reimbursement under section 6. 

Accordingly, to be eligible for reimbursement under article XIII B, section 6, a local agency 
must be subject to the taxing and spending limitations of articles XIII A and XIII B of the 
California Constitution and be capable of being forced to expend “appropriations subject to 
limitation.” 

2. The limitations imposed by Proposition 218 on the local authority to increase 
assessments, fees, or charges, does not make those revenues “proceeds of taxes” 
subject to the appropriations limit of article XIII B, or trigger the 
reimbursement requirements of article XIII B, section 6. 

Despite the analysis above, the claimant and CSDA urge the Commission to consider the 
restrictions placed on special districts’ authority to impose assessments, fees, or charges by 
Proposition 218 to be part of the “increasingly limited revenue sources” that subvention under 
                                                 
93 Redevelopment Agency of San Marcos v. Commission on State Mandates (1997) 55 
Cal.App.4th 976). 
94 Redevelopment Agency of San Marcos v. Commission on State Mandates (1997) 55 
Cal.App.4th 976, 986-987. 
95 City of El Monte v. Commission on State Mandates (2000) 83 Cal.App.4th 266, 281-282. 
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section 6 was intended to protect.  The claimant and CSDA would have the Commission broadly 
interpret and extend the subvention requirement and treat fee authority subject to Proposition 218 
as proceeds of taxes, to advance the goal of precluding the state from shifting financial 
responsibility for carrying out governmental functions onto local entities that are ill equipped to 
handle the task.   

Proposition 218 added article XIII D to the California Constitution in 1996 to place additional 
limits on the authority of local government to impose or increase assessments, fees, and charges, 
by imposing voter approval and public notice requirements before raising property-related fees 
or assessments, and allows for majority written protests to invalidate such fees.   

However, nothing in the express language of Proposition 218 expands the scope of article XIII B 
or draws any direct comparison to the relationship between articles XIII A or XIII B.  Had the 
voters that adopted Proposition 218 intended to link article XIII D with article XIII B, or to 
broaden the scope of article XIII B to include fees and assessments limited by article XIII D, or 
to provide relief within article XIII B, section 6 because of the limitations imposed on fees and 
assessments, they could have expressly provided for such a link.  Instead, the voters on 
Proposition 218 were warned of “[s]hort-term local revenue losses of more than $100 million 
annually” and “[l]ong-term local government revenue losses of potentially hundreds of millions 
of dollars annually.”96  The proponents of Proposition 218 also noted: 

There are now over 5,000 local districts which can impose fees and assessments 
without the consent of local voters.  Special districts have increased assessments 
by over 2400% over 15 years.  Likewise, cities have increased utility taxes 415% 
and raised benefit assessments 976%, a tenfold increase.97 

There is no indication in the ballot materials that state mandate reimbursement was intended to 
supplement or replace the potential revenue lost by imposing public hearing requirements and 
allowing for written protests to invalidate new or increased water service fees imposed by special 
districts.   

The voters that adopted article XIII B, on the other hand, clearly intended to impose an 
appropriations limit only on tax revenues; they expressed no intention to limit the expenditure of 
fee or assessment revenues, or to require mandate reimbursement for expenditures that are not 
“proceeds of taxes.”  Indeed, the voters that adopted article XIII B were told explicitly that “[t]he 
initiative would not restrict the growth in appropriations financed from other sources of 
revenue…”98  In addition, voters were told that article XIII B “WILL NOT prevent state and 
local governments from providing essential services…[¶…¶ and] WILL NOT favor one group of 

                                                 
96 Exhibit X, Ballot Pamphlet, General Election (Nov. 5, 1996) Summary of Legislative 
Analyst’s Estimate of Net State and Local Government Fiscal Impact of Proposition 218,  
page 72.   
97 Exhibit X, Ballot Pamphlet, General Election (Nov. 5, 1996) argument in favor of Proposition 
218, page 76.   
98 Exhibit X, Ballot Pamphlet, General Election (Nov. 7, 1979) analysis by the Legislative 
Analyst of Proposition 4 [emphasis added].   
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taxpayers over another.”99  Therefore, the voters who adopted article XIII B clearly envisioned 
user fees and local special assessments would continue to provide funding for essential services, 
including those only benefiting a small group of property owners or residents.100  A subsequent 
decision by the voters to provide a check on the use of fees and assessments does not of itself 
alter the original intent of article XIII B. 

It may be, as the claimant and CSDA assert, that raising additional fee or assessment revenue is 
made more difficult, both procedurally and substantively, by Proposition 218.  But nothing in 
Proposition 218, either expressly or by implication, broadens the scope and applicability of 
article XIII B, including section 6, to compel mandate reimbursement for the revenue sources 
that some speculate Proposition 218 could curtail.  To now revise the scope of article XIII B 
(without Constitutional amendment or legislation) to require mandate reimbursement for 
expenditures from revenues other than proceeds of taxes would violate the intent of the voters 
that adopted article XIII B, and the plain language of article XIII B, section 9(c) and Government 
Code 7901(e), which specifically excludes from the definition of “special district” for purposes 
of the appropriations limit in article XIII B, a district which is totally funded by revenues other 
than proceeds of taxes. 

Article XIII B is clear.  A local agency that is funding by assessment, fees, and charges, or any 
combination of revenues “other than the proceeds of taxes” is an agency that is not subject to the 
appropriations limit, and therefore not entitled to subvention.  This interpretation is supported by 
decades of mandates precedent and is consistent with the purpose of article XIII B.  As discussed 
above, “Section 6 was included in article XIII B in recognition that article XIII A…severely 
restricted the taxing powers of local governments.”101  Article XIII B “was not intended to reach 
beyond taxation…” and “would not restrict the growth in appropriations financed from other 
[i.e., nontax] sources of revenue…”102 

Accordingly, the limitations imposed by Proposition 218 on the local authority to increase 
assessments, fees, or charges, does not make those revenues “proceeds of taxes” subject to the 
appropriations limit of article XIII B, or trigger the reimbursement requirements of article  
XIII B, section 6. 

                                                 
99 Exhibit X, Ballot Pamphlet, General Election (Nov. 7, 1979) arguments in favor of Proposition 
4.   
100 See, County of Placer v. Corin (1980) 113 Cal.App.3d 443, 453; County of Fresno v. 
Malmstrom (1979) 94 Cal.App.3d 974, 981 [Broad reading of appropriations limit creates 
“Hobson's choice of spending general tax funds either for expenditures to benefit the public at 
large or for projects to benefit certain individual property owners by funding improvements such 
as the construction of streets, sidewalks, gutters and sewers.”]. 
101 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487. 
102 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487. 
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3. There is no evidence in the record that the claimant receives any proceeds of 
taxes subject to the appropriations limit of article XIII B and, therefore, 
claimant is not eligible to claim reimbursement under section 6. 

As indicated above, article XIII B, section 6 requires the state to provide reimbursement only 
when a local agency is mandated by the state to expend funds subject to the appropriations limit 
of article XIII B.  And, article XIII B, section 9(c) specifically provides that special districts that 
existed in 1977-78 and did not share in ad valorem property taxes, or were created later and are 
funded entirely by “other than the proceeds of taxes,” are not subject to the appropriations limit. 

The claimant, having been established in 1952, clearly existed on January 1, 1978.  Although the 
claimant is theoretically able to impose special taxes pursuant to Article XIII C, section 2(a) of 
the California Constitution and certain provisions in the 1911 Act,103 there is no evidence in the 
record that it has ever done so.  In fact, all evidence in the record indicates that the claimant’s 
revenues derive solely from its fee authority and grant funds.  The 2015 audit report issued by 
the Bureau of State Audits and the claimant’s operating budget for fiscal year 2016-2017 identify 
revenues from sales of imported water, sales of recycled water, revenues from standby charges, 
grant funding, and other revenues from deliveries of treated water, investment income, and other 
miscellaneous sources.104  These documents do not identify the receipt of any “proceeds of 
taxes” as defined in article XIII B, section 8.  Although the standby charges are collected with a 
landowner’s property taxes,105 the standby charges are not converted to property taxes.  Standby 
charges are, by definition, assessments.106 

Moreover, special districts are required by law to annually submit financial transaction reports to 
the State Controller’s Office, which “shall include the appropriations limits and the total annual 
appropriations subject to limitation.”107  The Controller’s Last Special District Annual Report 

                                                 
103 Water Code, sections 72090 and 72090.5. 
104 Exhibit X, Bureau of State Audits (BSA) Audit Report 2015-102 (Dec. 2015), “Central Basin 
Municipal Water District – Its Board of Directors Has Failed to Provide the Leadership 
Necessary for It to Effectively Fulfill its Responsibilities,” 
https://www.auditor.ca.gov/pdfs/reports/2015-102.pdf, accessed October 8, 2018, pages 19-20; 
Exhibit X, Central Basin Municipal Water District Adopted Operating Budget & Capital 
Improvement Projects/Grant Projects Budget, Fiscal Year 2016-17 (July 2016), 
https://www.centralbasin.org/UserFiles/Servers/Server_8977649/File/About%20Us/Departments
/Finance/Budget%20and%20Water%20Rates/Adopted%20Budget%20for%20FY%202016-
17_FINAL_0.pdf, accessed October 15, 2018, pages 10-13, 43. 
105 Exhibit A, Test Claim, page 290. 
106 Water Code section 71630, which states the following:  “The district by ordinance may, 
pursuant to the notice, protest, and hearing procedures in Section 53753 of the Government 
Code, fix on or before the third Monday of August, in each fiscal year, a water standby 
assessment or availability charge in the district, in any portion thereof, or in any improvement 
district, to which water is made available by the district, whether the water is actually used or 
not.” 
107 Government Code section 12463. 
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showed that claimant had no appropriations subject to limitation.108  The Controller’s open data 
site no longer provides information regarding special districts’ reporting on appropriations limits.  
However, the claimant has neither asserted nor provided any evidence to show that it has 
reported to the Controller’s Office any appropriations subject to limitation. 

Accordingly, the Commission finds that there is no evidence in the record that the claimant 
receives any proceeds of taxes subject to the appropriations limit of article XIII B and, therefore, 
is not eligible to claim mandate reimbursement under section 6.   

With this conclusion, the Commission does not reach the issues of whether the test claim statute 
mandates a new program or higher level of service, or results in increased costs mandated by the 
state within the meaning of Government Code sections 17514 and 17556. 

V. Conclusion 
Based on the foregoing analysis, the Commission denies this Test Claim. 

                                                 
108 Exhibit X, Excerpt from the State Controller’s Special District Annual Report 2012. 
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 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 raj.dixit@csm.ca.gov

Donna Ferebee, Department of Finance
 915 L Street, Suite 1280, Sacramento, CA 95814

 Phone: (916) 445-3274
 donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814

 Phone: (916) 445-3274
 susan.geanacou@dof.ca.gov

Dillon Gibbons, Legislative Representative, California Special Districts Association
 1112 I Street Bridge, Suite 200, Sacramento, CA 95814

 Phone: (916) 442-7887
 dillong@csda.net

Heather Halsey, Executive Director, Commission on State Mandates
 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 heather.halsey@csm.ca.gov

Chris Hill, Principal Program Budget Analyst, Department of Finance
 Local Government Unit, 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-3274
 Chris.Hill@dof.ca.gov

Kevin Hunt, General Manager, Central Basin Municipal Water District
 Claimant Representative

 6252 Telegraph Road, Commerce, CA 90040
 Phone: (323) 201-5500

 kevinh@centralbasin.org
Edward Jewik, County of Los Angeles 

 Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
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Phone: (213) 974-8564
 ejewik@auditor.lacounty.gov

Jill Kanemasu, State Controller's Office
 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 322-9891
 jkanemasu@sco.ca.gov

Anita Kerezsi, AK & Company
 2425 Golden Hill Road, Suite 106, Paso Robles, CA 93446

 Phone: (805) 239-7994
 akcompanysb90@gmail.com

Lisa Kurokawa, Bureau Chief for Audits, State Controller's Office
 Compliance Audits Bureau, 3301 C Street, Suite 700, Sacramento, CA 95816

 Phone: (916) 327-3138
 lkurokawa@sco.ca.gov

Erika Li, Program Budget Manager, Department of Finance
 915 L Street, 10th Floor, Sacramento, CA 95814

 Phone: (916) 445-3274
 erika.li@dof.ca.gov

Jill Magee, Program Analyst, Commission on State Mandates
 980 9th Street, Suite 300, Sacramento, CA 95814

 Phone: (916) 323-3562
 Jill.Magee@csm.ca.gov

Michelle Mendoza, MAXIMUS
 17310 Red Hill Avenue, Suite 340, Irvine, CA 95403

 Phone: (949) 440-0845
 michellemendoza@maximus.com

Meredith Miller, Director of SB90 Services, MAXIMUS
 3130 Kilgore Road, Suite 400, Rancho Cordova, CA 95670

 Phone: (972) 490-9990
 meredithcmiller@maximus.com

Lourdes Morales, Senior Fiscal and Policy Analyst, Legal Analyst's Office
 925 L Street, Sacramento, CA 95814

 Phone: (916) 319-8320
 Lourdes.Morales@LAO.CA.GOV

Andy Nichols, Nichols Consulting
 1857 44th Street, Sacramento, CA 95819

 Phone: (916) 455-3939
 andy@nichols-consulting.com

Arthur Palkowitz, Artiano Shinoff
 2488 Historic Decatur Road, Suite 200, San Diego, CA 92106

 Phone: (619) 232-3122
 apalkowitz@as7law.com

Steven Pavlov, Budget Analyst, Department of Finance
 Local Government Unit, 915 L Street, Sacramento, CA 95814

 Phone: (916) 445-3274
 Steven.Pavlov@dof.ca.gov

Jai Prasad, County of San Bernardino
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Office of Auditor-Controller, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA 92415-0018
 Phone: (909) 386-8854

 jai.prasad@atc.sbcounty.gov
Mark Rewolinski, MAXIMUS

 808 Moorefield Park Drive, Suite 205, Richmond, VA 23236
 Phone: (949) 440-0845

 markrewolinski@maximus.com
Theresa Schweitzer, City of Newport Beach

 100 Civic Center Drive, Newport Beach, CA 92660
 Phone: (949) 644-3140

 tschweitzer@newportbeachca.gov
Camille Shelton, Chief Legal Counsel, Commission on State Mandates

 980 9th Street, Suite 300, Sacramento, CA 95814
 Phone: (916) 323-3562

 camille.shelton@csm.ca.gov
Carla Shelton, Commission on State Mandates

 980 9th Street, Suite 300, Sacramento, CA 95814
 Phone: (916) 323-3562

 carla.shelton@csm.ca.gov
Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office

 Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 323-5849

 jspano@sco.ca.gov
Dennis Speciale, State Controller's Office

 Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
 Phone: (916) 324-0254

 DSpeciale@sco.ca.gov
Joe Stephenshaw, Director, Senate Budget & Fiscal Review Committee

 California State Senate, State Capitol Room 5019, Sacramento, CA 95814
 Phone: (916) 651-4103

 Joe.Stephenshaw@sen.ca.gov
Derk Symons, Staff Finance Budget Analyst, Department of Finance

 Local Government Unit, 915 L Street, Sacramento, CA 95814
 Phone: (916) 445-3274

 Derk.Symons@dof.ca.gov
Jolene Tollenaar, MGT of America

 2251 Harvard Street, Suite 134, Sacramento, CA 95815
 Phone: (916) 243-8913

 jolenetollenaar@gmail.com
Evelyn Tseng, City of Newport Beach

 100 Civic Center Drive, Newport Beach, CA 92660
 Phone: (949) 644-3127

 etseng@newportbeachca.gov
Brian Uhler, Principal Fiscal & Policy Analyst, Legislative Analyst's Office

 925 L Street, Suite 1000, Sacramento, CA 95814
 Phone: (916) 319-8328

 Brian.Uhler@LAO.CA.GOV
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Renee Wellhouse, David Wellhouse & Associates, Inc. 
 3609 Bradshaw Road, H-382, Sacramento, CA 95927

 Phone: (916) 797-4883
 dwa-renee@surewest.net

Hasmik Yaghobyan, County of Los Angeles
 Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012

 Phone: (213) 974-9653
 hyaghobyan@auditor.lacounty.gov
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December 3, 2015	 2015‑102

The Governor of California 
President pro Tempore of the Senate 
Speaker of the Assembly 
State Capitol 
Sacramento, California 95814

Dear Governor and Legislative Leaders:

As requested by the Joint Legislative Audit Committee, the California State Auditor presents this audit report 
concerning the Central Basin Municipal Water District’s (district) planning, operations and management, long‑term 
financial viability, and control environment.

This report concludes that the district’s board of directors (board) has failed to provide the leadership necessary 
for the district to effectively fulfill its responsibilities. For example, we found that the board failed to ensure that 
the district maintained stability in key executive management positions throughout our review period. Further, we 
found that the board failed to take basic steps to ensure the district’s long‑term financial viability, including engaging 
in long‑term financial planning and performing the necessary study to ensure the district’s water rate structure 
is appropriate and that it will collect sufficient revenues to meet its costs. Finally, the board’s actions contributed 
to the district losing its insurance coverage, forcing the district to purchase insurance with higher premiums for 
considerably less coverage than in previous years.

The board also violated state law in 2010 when it improperly approved the establishment of a legal trust fund without 
adequate public disclosure. Further, it lacked a means of ensuring expenditures made from the $2.75 million trust fund 
were appropriate. In addition, the district consistently engaged in questionable contracting practices. For example, we 
found that the district often inappropriately circumvented its competitive bidding process when it awarded contracts 
to vendors. The district also spent thousands of dollars of public funds on purposes unrelated to its mission, some of 
which very likely constitute gifts of public funds, which are prohibited by the California Constitution.

Additionally, the district did not always follow its policies for hiring employees, which led it to hire certain individuals 
who did not possess the necessary qualifications for their positions and to incur unnecessary expenses. In one instance, 
the district paid more than $22,000 for an employee to obtain a bachelor’s degree, when possession of such a degree 
was already a minimum requirement to qualify for his high‑level position. Ultimately, this individual did not obtain 
his degree during his employment with the district. We also found that some of the benefits the district offers its 
board members may be overly generous, as it provides them with full health benefits and a generous automobile 
allowance, even though their work is essentially part‑time. Finally, we noted multiple instances in which the district 
paid for unreasonable travel and meal expenses for both its board members and staff. 

Although the district has recently taken some steps to address these issues, the magnitude of the problems we found 
suggests that the district could benefit from a different governance structure. The district’s board is currently publicly 
elected, yet the board’s customers, to which it should be held accountable, are those various entities the district 
wholesales water to which is, in turn, then sold throughout the district. If the Legislature chooses to change the 
governance structure, it could consider a structure in which the board would be composed of members appointed by 
the district’s direct customers. Such a change would not be a novel approach—as we note, it is already used by certain 
other water agencies in the region—and it would enable the district’s customers to hold the board accountable when 
it takes actions or makes decisions that are not in the best interests of the district.

Respectfully submitted,

ELAINE M. HOWLE, CPA 
State Auditor
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Audit Highlights . . .

Our audit of the Central Basin Municipal 
Water District (district) revealed 
the following:

»» The district’s board of directors’ (board) 
poor leadership has impeded the 
district’s ability to effectively meet 
its responsibilities:

•	 The board has not maintained 
stability in the district’s key executive 
management position.

•	 It has not established essential policies 
to safeguard the district’s long‑term 
financial viability.

•	 The board’s actions caused the 
district to lose its liability insurance 
coverage, resulting in higher costs 
for less coverage.

»» The board violated state law when it 
improperly approved the establishment 
of a  legal trust fund without adequate 
public disclosure. Further, it lacked a 
means of ensuring the expenditures 
made from the $2.75 million trust fund 
were appropriate.

»» The district consistently engaged in 
questionable contracting practices 
by avoiding competitive bidding and 
inappropriately using amendments to 
extend and expand contracts.

»» The district spent funds on purposes 
unrelated to its mission that likely 
constitute gifts of public funds.

»» The district did not always follow its 
policies for hiring employees—it 
hired unqualified staff and created an 
unnecessary position. 

continued on next page . . .

Summary

Results in Brief

The Central Basin Municipal Water District (district) was 
established by a vote of the people in 1952 to help mitigate the 
overpumping of groundwater in southeast Los Angeles County. 
The district wholesales imported water from the Metropolitan 
Water District of Southern California (Metropolitan) to cities, 
other water districts, mutual water companies, investor‑owned 
utilities, and private companies in southeast Los Angeles County. 
In addition, it operates a system for obtaining and distributing 
recycled water. A publicly elected board of five directors (board) 
governs the district. The board appoints a general manager who 
oversees the district’s day‑to‑day operations and its staff.

In recent years, the district’s actions have called into question the 
efficiency and effectiveness of its operations. News reports have 
focused public attention on a number of issues at the district, some 
of which we explore in detail in this report. Because of these issues 
and others, the County of Los Angeles Department of Public Works 
(Public Works) published a report in October 2014 that outlined the 
concerns it identified with the district’s operations. As a result of 
these concerns, the report explored the steps necessary to dissolve 
the district and transfer its work elsewhere. However, the report 
stopped short of making such a recommendation and instead 
recommended this audit. 

Our audit found that the board’s poor leadership has impeded 
the district’s ability to effectively meet its responsibilities. For 
example, the board failed to ensure that it provided the district 
with stability in its key executive management position. The 
district’s administrative code establishes the general manager 
as the district’s chief executive and notes that hiring the general 
manager is a critical function of the board. Nonetheless, 
between 2010 and 2015, six different individuals filled this role. Lack 
of agreement among the board members was a factor contributing 
to the instability in this position. The district’s current general 
manager is on a two‑year contract and is contemplating retiring 
at the end of the contract term in May 2017. However, the district 
does not have a formal policy for recruiting and hiring a general 
manager in the future. If the board does not fill the general manager 
position either prior to the current general manager’s retirement or 
within a reasonable amount of time thereafter, the board will likely 
hinder the district’s ability to effectively meet its responsibilities.

In addition, the board has not established the essential policies 
necessary to safeguard the district’s long‑term financial viability. 
Contrary to a recommendation directed to all government agencies 
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from a national organization that promotes the professional 
management of governmental resources, the district has not 
engaged in long‑term financial planning to help it develop 
strategies to overcome financial challenges and achieve long‑term 
sustainability. In addition, the district has not performed the study 
necessary to ensure that its water rate structure is appropriate and 
that it will collect sufficient revenues to meet its costs. In fact, in 
planning its annual budgets, the district overestimated its revenues 
in four of the past five years, and consequently its expenditures 
exceeded its revenues in three of those years. 

Also, the district’s debt coverage ratio, which measures its ability to 
produce enough cash to cover its debt payments, has fallen below 
the level required by its debt agreements twice in the past five fiscal 
years. This is partly because the board has not ensured that the 
district has a formal debt management policy, despite the district’s 
external auditors’ recommendations that it implement one. Various 
factors contributed to the decline in the district’s debt coverage 
ratio—including that the district faced sustained high legal costs and 
a decline in water revenues—and the credit rating on the district’s 
debt was downgraded in August 2013 and again in October 2015. 
According to a former general manager’s memo, because of the 
August 2013 downgrade, the district could face an increase in total 
interest costs when it issues new debt to restructure its outstanding 
debt. The current general manager stated that as a result of the 
October 2015 downgrade, the district will likely incur additional costs 
when it restructures its debt.

Further, the board’s actions caused the district to lose its insurance 
coverage. Specifically, in 2014 the board did not respond to the 
conditions required by its then‑insurer in a timely manner, and 
consequently the insurer canceled the district’s insurance coverage, 
including its general liability and employment practices liability 
coverage. Subsequently, in September 2014, after the district 
had obtained new insurance coverage from private insurance 
companies, the district’s insurance broker warned the district that 
any changes to senior staff could adversely impact the district’s 
employment practices liability insurance coverage. Despite this 
warning, the board subsequently fired the district’s then‑general 
manager, and the insurance company did not renew the district’s 
insurance coverage in 2015. As a result, the district had to obtain 
new coverage yet again and currently pays thousands more for 
$1 million less general liability and employment practices liability 
insurance coverage than previously. 

The board also violated state law in 2010 when it approved the 
establishment of a legal trust fund (trust fund) without adequate 
public disclosure. State law requires the district to hold open 
and public meetings, although it makes some exceptions to this 

»» Some of the benefits the district 
offers to its board members may 
be overly generous. For example, it 
provides full health benefits and a 
generous automobile allowance, even 
though board members essentially 
work part‑time.

»» The district paid for unreasonable travel 
and meal expenses for both its board 
members and staff.

»» Although the district has made changes 
to improve its ability to operate efficiently 
and effectively, it could benefit from a 
different governance structure.

8



3California State Auditor Report 2015-102

December 2015

requirement. For example, the board may meet in closed session to 
discuss ongoing litigation or pending litigation if public deliberation 
on the matter would prejudice its litigation position. The board 
relied on its outside legal counsel’s advice and cited this exception 
when it met in a closed session in June 2010, reporting that its 
discussion and actions were related to pending litigation. However, 
a later investigation by an external law firm found reason to believe 
that the board used the discussion and vote in that closed meeting 
to create a programmatic environmental impact report pertaining 
to groundwater storage, to finance many other nonlitigation 
expenses, and to avoid criticism. State law does not allow public 
entities to use the litigation exception as a subterfuge to reach 
nonlitigation‑oriented policy decisions.

Further, the district did not disclose to the public the $2.75 million 
in transfers it made to the trust fund. In addition, because the board 
did not approve the expenditures the district’s outside legal counsel 
made from the fund, the board lacked assurance that all of the 
trust fund expenditures related to the purposes for which the fund 
was established. Moreover, the board’s actions caused the district 
to incur more than $500,000 in ongoing costs for the subsequent 
investigation into the trust fund and for a lawsuit that a current 
board member filed to recover, in part, the money the board 
transferred to the fund.

Additionally, the district often inappropriately avoided its 
competitive bidding processes when it awarded contracts 
to vendors during the period we audited. According to its 
procurement policy, the district is committed to obtaining the 
best value for the services it purchases and to using a competitive 
bidding process to procure these services. However, for 13 of 
the 20 contracts we reviewed that the district executed between 
July 2010 and June 2015, we determined that the district did not use 
its competitive bidding process. We further determined that the 
district did not adequately justify why it failed to competitively bid 
for 11 of these contracts, although its policies suggest using such 
justifications. When the district does not clearly identify and justify 
its reasons for avoiding its competitive bidding process, it leaves 
itself vulnerable to allegations of favoritism or conflicts of interest. 
For instance, in early 2015 the Fair Political Practices Commission 
fined a former general manager and a former board member for 
accepting gifts in excess of applicable limits from a contractor doing 
business with the district. By circumventing its competitive bidding 
process, the district cannot demonstrate that it obtained the best 
value for the services it purchased with public funds.

In addition to failing to follow its contracting practices, the district 
spent thousands of dollars of district money on purposes unrelated 
to its underlying authority, some of which very likely constitute 
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gifts of public funds. Allowable district expenditures include 
those that serve a public purpose and are within the scope of the 
district’s jurisdiction and specific purposes. However, it did not 
appear that the district met this criteria when it gave $9,000 to 
outside organizations for holiday turkeys in fiscal year 2012–13. 
It also currently allocates $3,000 in community outreach funds 
to each board member annually, which various board members 
had the district donate on their behalf to golf tournaments, a 
legislative member’s breakfast panel, religious organizations, local 
high school sports programs, local pageants, and car shows. The 
district also spent unreasonable amounts of money on installation 
ceremonies for its board members and does not expressly limit 
the amounts that can be spent on these ceremonies. We found 
no clear correlation between any of these expenditures and 
the district’s mission.

Finally, on several occasions during our period of review, the district 
failed to follow its policies for hiring employees. Its administrative 
code states that the district must use a competitive process for 
hiring employees based on their qualifications and ability. Further, 
it outlines the use of an interviewing panel for senior manager 
positions. The district also maintains job descriptions that detail 
the minimum qualifications applicants must possess before being 
hired. Nevertheless, we noted that the district did not follow its 
policies for hiring four individuals into senior manager positions. 
Despite the fact that the district’s general manager is responsible 
for hiring, the board hired one of these employees—an assistant to 
the general manager who earned about $98,000 annually—without 
first authorizing the position. The district also hired two individuals 
who did not possess the required minimum levels of education for 
their positions as specified in their job descriptions. Further, the 
district chose to prepay $22,000 in college tuition, registration, and 
fees so that one of these individuals could earn the degree required 
for the position. The district authorized this payment, even though 
its policies limit payment for educational expenses to 90 percent 
of the cost of college courses and allows such payments only after 
employees complete their coursework. The district ultimately 
terminated this employee before he completed his coursework. 
When the district fails to follow its hiring policies, it risks not 
hiring the most qualified individuals for the job and unnecessarily 
spending the district’s funds.

As we previously mentioned, Public Works explored the possibility 
of dissolving the district in its 2014 report. We believe such an 
extreme action might be viewed as premature given that the 
district and the board have recently made some changes to 
the district’s policies and practices that, if followed, will improve the 
district’s ability to operate efficiently and effectively. Nonetheless, 
the magnitude of the problems we found suggests that the district 
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could benefit from a different governance structure. Specifically, 
because the board is publicly elected, it is not directly accountable 
to its customers, which are the various entities that sell water 
throughout the district. Other water agencies in the region, 
including Metropolitan and the San Diego County Water Authority, 
have boards composed of members appointed by their customers. 
If the Legislature chose to change the district’s governance 
structure, modifying the structure to increase the board members’ 
accountability to the entities they serve would help to ensure that 
the board makes decisions that reflect the district’s best interest.

Recommendations

To ensure the efficient and effective delivery of imported and recycled 
water in southeastern Los Angeles County, the Legislature should 
pass special legislation to preserve the district as an independent 
entity but modify the district’s governance structure. In doing so, the 
Legislature should consider a governance structure that ensures 
the district remains accountable to those it serves; for example, the 
district’s board could be changed from one elected by the public at 
large to one appointed by the district’s customers. 

To ensure the stability of the district’s operations, by June 2016 
the district’s board should establish a formal policy for hiring for the 
general manager position. Because the current general manager is 
on a contract set to expire in May 2017, the board should initiate 
the hiring process for a new general manager or begin the process 
of renegotiating the contract with the current general manager in 
the fall of 2016. 

To ensure its long‑term financial sustainability, the board should 
complete a long‑term financial plan no later than December 2016.

To ensure its water rate structure is appropriate to provide the 
revenue necessary to cover its legitimate costs, the district should 
complete its planned water rate study no later than the spring 
of 2017. 

To ensure that it continues to take steps to improve its financial 
condition and avoids additional costs due to downgrades of its debt 
credit ratings, the district should immediately create a formal 
debt management policy. This policy should clearly define its credit 
objectives and provide guidelines for suitable debt agreements. 
This policy should also require the district to periodically monitor 
the specific financial ratios, such as its debt coverage ratio, that are 
relevant to its credit rating. 
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To help it maintain its current insurance coverage and better 
position it to negotiate for more cost‑effective and appropriate 
coverage in the future, the board should review the district’s 
insurance coverage annually and renegotiate costs and coverage 
amounts as necessary, particularly as the district resolves 
outstanding legal claims against it.

To ensure it holds itself accountable to the public, the district 
should follow the law and operate in an open and transparent 
manner by, among other things, disclosing to the public the true 
nature and purpose of all of its expenditures.

To make better use of the funds it spends on services, the 
district should amend its administrative code by June 2016 to 
limit its sole‑source contracts to emergency circumstances and 
circumstances in which only one vendor can meet the district’s 
needs. Further, before executing any sole‑source contracts, the 
district should require written justification demonstrating 
the reasons for not competitively bidding the services.

To ensure its expenditures do not constitute gifts of public funds, 
the district should do the following:

•	 Immediately eliminate its allocation of funds to individual board 
members for community outreach.

•	 Develop policies that specify limitations on the types of activities 
it will provide funds for in the future to ensure that it benefits 
only those organizations whose activities have a direct link to its 
authorized purposes.

•	 Revise its administrative code by June 2016 to include more 
specific guidance as to what constitutes a reasonable and necessary 
use of public funds. The guidance should establish restrictions on 
the amount spent for board member installation ceremonies.

To ensure it considers the most qualified candidates for positions, 
the district should follow its established hiring policies. Specifically, 
it should use a competitive hiring process and ensure that its 
board first formally approves all positions for which the district 
recruits. Further, the district should consider for employment only 
individuals who meet the established minimum qualifications for 
the positions for which they have applied. 
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Agency Comments

The district generally agreed with our recommendations and 
indicated that it plans to take various actions to implement them. 
However, the district disagreed with our recommendation to the 
Legislature that it should modify the district’s governance structure.
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Introduction

Background

To help mitigate the overpumping of groundwater in southeastern 
Los Angeles County, the public voted to establish the Central Basin 
Municipal Water District (district) in 1952 under the Municipal 
Water District Law of 1911. The district’s founders realized they 
would have to curtail the region’s use of relatively inexpensive yet 
diminishing local groundwater by providing it with imported water. 
The district’s stated mission is to exercise the powers given to the 
district under its establishing act, utilizing them to the benefit 
of parties within the district and beyond. The district’s mission 
includes acquiring, selling, and conserving imported water and 
other water that meets all required standards and furnishing it 
to customers in a planned, timely, and cost‑effective manner that 
anticipates future needs. 

In 1954, the district became a member agency of the Metropolitan 
Water District of Southern California (Metropolitan), an agency 
that provides the Southern California region with water that it 
imports from Northern California and from the Colorado River. 
The district purchases the imported water from Metropolitan and 
wholesales it to cities, mutual water companies, investor‑owned 
utilities, and private companies. Further, the district supplies 
water for groundwater replenishment and provides the region 
with recycled water for municipal, commercial, and industrial use. 
Figure 1 on the following page provides an overview of the system 
of water supply and delivery in Southern California. 

The district currently serves a population of more than two million 
people in 24 cities in southeast Los Angeles County and in some 
unincorporated areas of the county. Its mission statement indicates 
that it provides leadership, support, advice, and information on 
water issues to the people and agencies within and outside its 
boundaries, as appropriate. For example, the district supplies 
information on drought‑conservation measures to the public 
and provides water education courses and materials to students. 
According to its comprehensive annual financial report, the 
district’s 227‑square‑mile service area used approximately 
241,000 acre‑feet of water in fiscal year 2013–14.1 Figure 2 on 
page 11 shows the district’s boundaries and the cities included 
within those boundaries.

1	 An acre‑foot of water is approximately 326,000 gallons, which the district states is enough to 
meet the water needs of two average families in and around their homes for one year.
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Figure 1
Central Basin Municipal Water District’s Role in Water Delivery
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Replenishment District†

Water Replenishment District of 
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Sources:  Documents obtained from the websites of the named entities.

*	 Members of the Metropolitan Water District of Southern California (Metropolitan).
†	 Nonmembers of Metropolitan.
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Figure 2
Central Basin Municipal Water District’s Service Area
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The District’s Governance and Administration

A five‑member board of directors (board) governs the district. Each 
board member represents one of five divisions within the district 
and is elected to a four‑year term by the voters within that division. 
No limits exist on the number of terms a board member may serve; 
according to the district’s website, the longest‑serving member 
of the board was in his fifth four‑year term as of September 2015. 
Board elections are nonpartisan and held during November 
general elections.2 According to state law, the board is ultimately 

2	 In 2012 the district received approval from Los Angeles County to change its election to June for 
that year only.
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responsible for the performance of the district’s powers, privileges, 
and duties. Toward this end, the district’s administrative code states 
that the board’s responsibilities include ensuring that the district is 
managed well, determining its objectives and policies, approving its 
annual budget, and appointing its general manager. As we discuss 
further in Chapter 3, board members receive compensation for 
their service in the form of a payment for each day they attend 
meetings and other events on district business. They also receive 
medical and other health benefits equivalent to those of full‑time 
employees of the district. 

The general manager is the chief executive of the district and is 
responsible to the board for the district’s administrative affairs. 
The general manager prepares and recommends the district’s 
annual budget, hires its employees, and manages its day‑to‑day 
operations, among other duties. As of July 2015 the district had 
a total of 23 authorized positions, including the general manager. 
Figure 3 presents the organization of the district. 

Figure 3
Central Basin Municipal Water District Organizational Chart
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Source:  Central Basin Municipal Water District’s website.
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For more than 15 years the district shared administration with 
a companion organization, the West Basin Municipal Water 
District (West Basin). West Basin performs similar functions 
to the district but for communities in southwest Los Angeles 
County. Between 1990 and 2006 the two districts shared staff 
and an office building. However, in 2006 West Basin took 
action to end the partnership. West Basin purchased the office 
building, and the district relocated its headquarters to the City 
of Commerce, California.

District Revenue

The district’s primary source of operating revenue is the sale of 
imported water and, to a lesser degree, recycled water. Figure 4 
shows the distribution of district revenue by source during fiscal 
year 2014–15. Its revenue from the sale of imported water was about 
$45 million, or 81 percent of its total revenues, in fiscal year 2014–15, 
while its sales of recycled water accounted for about $4 million, or 
7 percent of its total revenues, in the same period. 

Figure 4
Central Basin Municipal Water District’s Revenue Sources by Major Category  
For Fiscal Year 2014–15

Imported water sales—
$45.21 million (81%)

Other—$0.81 million (1%)*

Grants—$2.73 million (5%)

Standby charges—$3.31 million (6%)†

Recycled water sales—$4.18 million (7%)

Source:  Central Basin Municipal Water District’s (district) fiscal year 2014–15 draft financial 
statements as of October 2015.

*	 The district derives other revenues from deliveries of treated water, investment income, and other 
miscellaneous sources.

†	 Standby charges are imposed by the district on landowners and used by the district to 
help pay its debt service costs on its water recycling facilities and the purchase of its 
headquarters building.
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The district’s other significant source of revenue is standby charges 
that the district imposes on landowners with the annual approval 
of its board. Los Angeles County includes the charge on each 
property owner’s property tax bill. The standby charge’s purpose 
is to minimize the effects of the drought on the area through the 
construction of recycled water distribution systems that could 
provide an alternative source of water. The district currently uses 
revenue from the standby charges to pay debt service on the debt 
it issued to finance the construction of its water recycling facilities, 
as well as to pay for the acquisition of its headquarters building. 
The district’s standby charges accounted for about $3 million, or 
6 percent of its total revenues, in fiscal year 2014–15.

Recent Scrutiny of the District

The district and its board have come under scrutiny in recent years. 
News reports have alleged that the district misused public funds, 
including that it established a legal trust fund in a manner that 
violated state open meeting law, that it inappropriately reimbursed 
meal expenses, and that it engaged in inappropriate contracting 
practices and employment practices. We address these allegations 
in this report. In addition, the district has been involved in a 
number of lawsuits over the past several years. Although many 
of these lawsuits have been settled or dismissed, a small number 
related to the district’s employment practices are still pending. 

In October 2014 the County of Los Angeles Department of Public 
Works published a report on the district that sought to ensure it 
addressed its ongoing problems so that it could continue to provide 
water and service to its customers. The report recommended an 
independent management audit of the district’s operations and 
included a discussion of the process necessary to dissolve the 
district and transfer its functions to another entity. We discuss this 
report further in Chapter 1.

Scope and Methodology

The Joint Legislative Audit Committee (audit committee) 
directed the California State Auditor’s office to perform an audit of 
various aspects of the district’s operations, including its contracting, 
expenditures, strategic planning, financial viability, and human 
resources. Table 1 includes the audit objectives the audit committee 
approved and the methods we used to address them.
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Table 1
Audit Objectives and the Methods Used to Address Them

AUDIT OBJECTIVE METHOD

1 Review and evaluate the laws, rules, 
and regulations significant to the 
audit objectives. 

We reviewed relevant state laws and regulations.

2 Assess whether the Central Basin 
Municipal Water District (district) has 
appropriate policies, processes, and 
oversight for various aspects of its 
operations. Specifically, perform the 
following covering the five‑year period 
from 2010 to 2015: 

a.  Assess whether the district’s board of 
directors (board) has sufficient policies 
and practices to guide its spending 
decisions. In addition, determine 
whether the board exercises sufficient 
oversight regarding expenditures. 

•  For our audit period of July 1, 2010, through June 30, 2015:

•  We interviewed relevant district staff and reviewed documentation related to the district’s 
process for setting its annual budget and the board’s process for approving the budget.

•  We reviewed the district’s administrative code and accounting policies.

•  We reviewed minutes and agendas for meetings of the district’s board, which included the 
consent calendar items from its finance committee.

•  We reviewed expenditure lists the district provided to the board and the public, which we 
discuss further in Table 2 on page 19.

b.  Assess whether the district has 
sufficient processes and controls 
to ensure expenditures and other 
financial activities are appropriate. 

•  We interviewed relevant district staff and reviewed documentation related to the district’s 
process for approving expenditures. 

•  We determined whether the district had and followed a debt management policy.

c.  Review the district’s contracting 
procedures and determine whether 
they are consistent with applicable 
contracting requirements and with 
procedures used by other municipal 
water districts. From a selection of 
contracts, determine whether the 
district complied with the applicable 
laws, policies, and regulations. 

•  We judgmentally selected 20 contracts active primarily during our audit period and determined 
the extent to which the district followed legal requirements and its own policies and practices 
for contracting. We ensured that we reviewed contracts for a variety of different services, 
including engineering and construction services, legal services, lobbying services, and public 
affairs services, as well as contracts that had received significant media attention.

•  We judgmentally selected and reviewed five contracts the district entered into before our audit 
period that were still active during our audit period. We selected these contracts based on their 
amendment histories and on the media attention they received.

•  We identified best practices for contract management using the Project Management Institute’s 
Project Management Body of Knowledge, the State Contracting Manual, and contracting policies 
from other water agencies, including the Western Municipal Water District and the Municipal 
Water District of Orange County, as well as the San Diego County Water Authority. 

d.  Assess whether the district has 
adequate resources and policies to 
address personnel matters, including 
the conduct of its board members. 

•  We determined that the district maintained codes of conduct for both its staff and its board 
throughout the audit period.

•  We reviewed district policies and interviewed relevant staff regarding how the district 
investigates violations of its policies and codes of conduct.

•  We reviewed district records and noted that board members and senior managers attended 
ethics and sexual harassment training as required. 

•  We ensured board members and relevant staff filed required conflict‑of‑interest forms. We 
reviewed those forms to determine whether the individuals reported significant relationships 
that conflicted with board decisions. We had no findings in this area; however, we note the 
results of an investigation by the Fair Political Practices Commission in Chapter 2.

continued on next page . . .
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e.  Assess whether the district operates 
transparently, including complying 
with laws governing public meetings, 
public records, and fee‑setting, and 
whether it publicly reports on all 
its spending. 

•  We interviewed relevant staff regarding the district’s compliance with state open meeting laws 
and training on such laws for board members.

•  We reviewed the district’s tracking of its compliance with state requirements regarding 
advanced posting of meeting agendas. According to the director of administration and 
board services, the district did not have any process for tracking its compliance with posting 
requirements until March 2013; however, our review of its tracking process subsequent to that 
date found no reportable concerns.

•  We reviewed a selection of eight public records act requests. We identified instances in which 
the district did not clearly indicate it had fully addressed requests and another in which the 
district missed a deadline by several days. Although in our judgment these issues do not rise 
to the level of reportable findings because the district still responded to the requests, we 
discussed ways to improve the district’s process with its staff.

•  We reviewed minutes of board meetings and determined the board conducted public meetings 
before considering changes to its fees.

•  We noted that the district includes lists of expenditures in its monthly board agendas, which are 
publicly available on the district’s website.

3 Assess whether the district’s 
expenditures and revenues are 
reasonable. Specifically, perform the 
following covering the five‑year period 
from 2010 to 2015:

a.  To the extent possible, assess the 
reasons for any trends in revenues 
generated through customer rates 
during the past five years. 

•  We reviewed the district’s comprehensive annual financial reports for the fiscal years 2010–11 
through 2013–14 and its draft fiscal year 2014–15 financial statements as of October 2015 
to determine the reasons for increases or decreases in revenues generated through 
customer rates.

•  We analyzed reasons for large changes in the district’s revenues generated through 
customer rates.

b.  For major categories of expenditures, 
assess the reasons for any 
major trends, including those 
expenditure trends related to legal 
matters and those not directly related 
to the district’s primary mission. 

•  We analyzed reasons for large changes in district expenditures, including its legal 
services expenditures.

•  We interviewed relevant district staff and reviewed the district’s audited financial statements to 
determine the reasons for increases or decreases in major expenditure categories.

c.  For a sample of expenditures, 
determine whether they were legally 
allowable, reasonable, and consistent 
with the mission of the agency. 

•  We reviewed the district’s administrative code, prior external audit findings, and other 
policy documents. 

•  We interviewed relevant staff regarding the district’s internal controls over expenditures.

•  We judgmentally selected 50 expenditures from the audit period and tested them for 
compliance with applicable laws, policies, and best practices.

•  We selected 35 expenditures for testing from the district’s file room and 15 expenditures from 
the public expenditure lists created from its accounting system. We found that the public 
expenditure lists were incomplete because they did not include certain transfers the district 
made to a legal trust fund, which we describe further in Chapter 2. 

4 To the extent the district has a strategic 
plan, determine the following:

a.  Whether the strategic plan contains 
goals and objectives that support the 
mission of the organization. 

b.  How often the district evaluates its 
success in achieving its goals and 
objectives, and updates the strategic 
plan to reflect changes, including 
changes in regulatory requirements, 
goals, and milestones. 

•  We reviewed the district’s strategic plans the board considered in October 2010 and May 2015 
and determined they contained key elements of strategic plans and reflected the district’s 
mission. However, as we describe in Chapter 1, the board did not approve or ensure the 
district appropriately implemented its October 2010 strategic plan. 

•  We interviewed relevant staff regarding the development and implementation of the district’s 
strategic plans, including the district’s plans for periodic review.

•  We reviewed proposed metrics for both the 2010 and 2015 plans. Because the district did 
not adequately implement its 2010 plan, we reviewed its planned approach to evaluating its 
current strategic plan and determined it is reasonable.
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5 Assess whether the district has 
qualified staff to manage its operations. 
Specifically, perform the following:

a.  To the extent possible, determine 
whether technical staff has sufficient 
qualifications and resources to 
adequately maintain its infrastructure 
over the long term. 

•  We interviewed the district’s director of human resources and engineering staff.

•  We obtained and reviewed position descriptions for the district’s engineering staff and its 
general manager. 

•  We compared the position descriptions to the staff’s qualifications. 

•  We reviewed the district’s contract for operations and maintenance of its recycled 
water pipeline.

•  We determined that the district recently hired additional technical staff and that its current staff 
are qualified. We have no reportable findings in this area.

b.  To the extent possible, assess the 
qualifications and sufficiency of 
the district’s management staff 
responsible for essential operations. 

•  We interviewed the district’s director of human resources.

•  We reviewed the district’s organizational chart and human resources files to compare position 
descriptions to stated qualifications for a selection of current district managers.

•  We determined the selected current managers were qualified and that the district had sufficient 
staff for its essential operations. 

•  We interviewed the district’s current general manager regarding his tenure and the board’s 
plans for hiring general managers in the future.

c.  Identify the total compensation 
of each member of the board of 
directors and top managers. 

•  We interviewed the director of human resources.

•  We reviewed district policies regarding compensation, expenditure reports, and payroll data to 
determine board member compensation.

•  To identify the amounts board members received for per diem and allowances, such as the 
automobile or transportation allowance, we relied on monthly reports of expenditures 
the district generated from its accounting systems and presented to the board.

•  We noted that board members generally receive health and other benefits to the same extent 
that staff do, and we describe these benefits in Chapter 3. 

•  We reviewed data the district reported to the  California State Controller’s Office (State 
Controller) regarding the compensation of its top managers.

•  We compared the salaries of selected district managers to the State Controller’s data to ensure 
the district accurately reported its compensation to the State Controller.

d.  Determine whether the total 
compensation received by each of the 
district’s top managers is comparable 
to that received by top managers in 
similar public agencies or municipal 
water districts in the region. 

•  We selected four additional water agencies in Southern California. We reviewed data the 
district and the four additional water agencies reported to the State Controller regarding 
the compensation for selected management positions.

•  We reviewed the district’s surveys of certain water agencies’ compensation and benefits.

6 Assess the district’s financial viability 
and control environment. Specifically, for 
the five‑year period from 2010 to 2015, 
determine the following:

a.  Whether the district retained a 
qualified, independent auditor 
for its annual financial audits and 
whether completed audits were 
publicly available. 

•  We reviewed the district’s contracts with its auditors for fiscal years 2010–11 through 2014–15. 

•  We reviewed licensing records for the district’s auditors. The district contracted with 
three different audit firms between fiscal years 2010–11 and 2014–15. We noted the firms 
were licensed and had no complaints on file. 

•  We reviewed the district’s website and determined the district made its annual financial audits 
publicly available.

b.  What deficiencies were reported 
by its independent auditor and 
how the district has addressed 
such deficiencies. 

•  We reviewed the district’s independent auditors’ reports for fiscal years 2010–11  
through 2013–14.

•  We noted that the district received an unqualified opinion on its financial statements every 
year for fiscal years 2010–11 through 2013–14. The district’s external auditor had not issued an 
opinion on the district’s fiscal year 2014–15 financial statements as of October 2015.

•  We noted that the district adequately addressed all deficiencies its independent auditors 
reported except for the following:

–  The district does not have a debt management policy. We discuss this further in Chapter 1.

–  The district did not have meal expense limits in place until July 2015. We discuss this further 
in Chapter 3.

continued on next page . . .
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c.  How often the district changed 
auditors and the reasons for 
changing auditors. 

•  We reviewed the district’s contracts with its auditors for fiscal years 2010–11 through 2014–15. 

•  The district contracted with three audit firms, changing auditors twice during our audit 
period. In the first instance, according to board memoranda, the district selected a different 
firm than the one that had been its auditor for the previous 10 years. In the second, a board 
memorandum stated that the firm told the district it could not complete its contract. We had no 
reportable findings in this area.

d.  The district’s debt ratio coverage for 
bond commitments and the reasons 
for any year in which the ratio fell 
below the generally accepted level. 

•  We interviewed relevant staff and reviewed documentation related to the district’s debt 
coverage ratio. We also examined the reasons why the debt coverage ratio fell below the 
accepted level.

•  We interviewed relevant staff and reviewed documentation to determine how the district’s 
inability to meet its required debt coverage ratio affected its credit rating and debt costs.

e.  To the extent possible, assess whether 
the five‑year trends in revenues and 
expenditures indicate long‑term 
financial viability.

•  We analyzed the information we gathered for Objectives 3a, 3b, and 6d, as well as pertinent 
information contained in the district’s audited financial statements and other records, 
to determine the extent to which this information indicates the district’s long‑term 
financial viability.

•  We determined whether the district had and used a long‑term financial plan. We describe our 
findings in this area in Chapter 1.

7 Review and assess any other issues that 
are significant to the district’s operations 
and management.

•  We interviewed relevant staff and reviewed documentation related to the district’s attempts to 
obtain and retain insurance coverage for its operations.

•  We reviewed state law and interviewed staff at the Los Angeles County Local Area Formation 
Commission to determine the process through which the district’s governance may change or 
the district may dissolve.

•  We interviewed the five current members of the board to obtain their perspectives on the 
district’s operations and its challenges over the last five years. While we did not directly quote 
any of the board members’ interviews in our report, we used their comments to help inform our 
audit fieldwork.

Sources:  The California State Auditor’s analysis of Joint Legislative Audit Committee audit request 2015‑102 and information and documentation 
identified in the table column titled Method.

Assessment of Data Reliability

In performing this audit, we relied upon reports generated from 
the information systems listed in Table 2. The U.S. Government 
Accountability Office, whose standards we are statutorily required 
to follow, requires us to assess the sufficiency and appropriateness 
of computer‑processed information that is used to support our 
findings, conclusions, or recommendations. Table 2 shows the 
results of this analysis.
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Table 2
Methods Used to Assess Data Reliability

INFORMATION SYSTEM PURPOSE METHOD AND RESULT CONCLUSION

Central Basin Municipal Water 
District’s (district):

–  New Logos Database data, for the 
period July 2012 through June 2015

–  Master Accounting Series 90 data, 
for the period July 2010 through 
June 2012

To make a 
judgmental 
selection of 
expenditures

•  This purpose did not require a data reliability 
assessment. Instead, we needed to gain 
assurance that the population of expenditures 
was complete for our review purposes.

•  We obtained reasonable assurance by 
comparing total disbursements presented 
on the expenditure lists to the district’s 
monthly bank reconciliations or payment 
register reports.

As part of our audit work, we 
identified certain transactions not 
present on the district’s expenditure 
lists. Nevertheless, we noted that 
these lists materially agreed with 
monthly bank reconciliations or 
payment register reports, and were 
thus adequate to use for selecting 
expenditures for review.

To calculate per 
diem payments 
the district 
made to its 
board members

To determine accuracy, we judgmentally 
selected 50 board‑approved per diem payments 
from the district’s records and compared them 
to claim forms detailing the meetings board 
members attended. To determine completeness, 
we reviewed district records and noted directors 
generally received per diem payments in each 
pay period between July 2010 and June 2015.

Sufficiently reliable for the purposes 
of this audit.

The district’s:

–  New Logos Database data, for the 
period July 2012 through June 2015

–  Access Database data, for the period 
July 2010 through June 2012

To make a 
judgmental 
selection of 
contracts

This purpose did not require a data reliability 
assessment. Instead, we needed to gain 
assurance that the population of contracts was 
complete for our review purposes. To determine 
completeness, we haphazardly selected 
39 contracts from the district’s files and ensured 
they were present in either the New Logos or 
Access database, as appropriate.

Complete for the purposes of 
this audit.

Sources:  California State Auditor’s analysis of various documents, interviews, and data obtained from the district.
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Chapter 1

THE CENTRAL BASIN MUNICIPAL WATER DISTRICT’S 
BOARD OF DIRECTORS HAS CONSISTENTLY FAILED TO 
PROVIDE APPROPRIATE LEADERSHIP AND OVERSIGHT

Chapter Summary

The board of directors (board) of the Central Basin Municipal 
Water District (district) has failed to lead the district in a manner 
that encourages its efficient operation, effective management, 
and adherence to laws and rules. For example, the board has not 
maintained stability in the district’s top executive position: Over 
the five years of our review, six different individuals filled this 
role, a level of turnover that significantly affected the district’s 
ability to perform its necessary functions. Further, the board did 
not establish an effective structure for reporting and investigating 
ethics violations by board members and staff. In fact, the Fair 
Political Practices Commission (FPPC) uncovered such violations. 
Also, the board did not ensure that it approved or that the district 
implemented its previous strategic plan; it did not require the 
district to create a long‑term financial plan; and through its lack 
of action, it contributed to the district suffering two credit rating 
downgrades. Finally, the board’s actions led to several changes in its 
liability insurance, resulting in higher costs for less coverage. 

Because the district has lacked effective leadership, the public’s 
confidence in it has eroded, and it has risked being unable to meet 
its obligations to its customers. The district has recently taken 
some positive steps to correct these issues, such as retaining an 
experienced general manager on a two‑year contract and creating 
a new strategic plan. However, given the magnitude of its past 
problems, we believe considering ways to improve the district’s 
governance is necessary. Although the public currently elects the 
district’s board, the district does not serve the public directly but 
instead sells water to various entities that in turn sell water to the 
public. Thus, those who select the board are not those whom it 
directly serves. If the Legislature chose to change the district’s 
governance structure, it could consider a structure through which 
board members would be directly accountable to the entities the 
district serves. Such a change would enable those entities to hold 
the board responsible when it takes actions or makes decisions that 
are not in the district’s best interest.
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The Board’s Dysfunctional Oversight Has Threatened the District’s 
Ability to Meet Its Responsibilities

The board’s poor leadership and decision making significantly 
impeded the district’s ability to effectively and efficiently perform 
its necessary functions over the course of our audit period from 
July 2010 through June 2015. Specifically, during this time, the board 
failed to ensure that it provided the district with stability in either 
the general manager or finance director position. In addition, the 
board did not establish a structure for investigating or referring 
ethics complaints against board members and staff related to 
violations of the district’s code of conduct or conflict‑of‑interest 
code that minimizes political influence. Finally, the board failed to 
approve or implement a strategic plan dated October 2010, and it 
is too soon to tell whether the district will effectively implement a 
subsequent strategic plan it adopted in May 2015. When the board 
fails to exercise appropriate leadership, it impedes the district’s 
ability to operate in an efficient and effective manner.

The Board Has Not Ensured That the District Has Consistent Leadership 

Between July 2010 and June 2015 the board and the general 
manager demonstrated a lack of leadership by not maintaining 
stability in the district’s key executive management and finance 
positions, hindering the district’s ability to effectively manage 
and meet its responsibilities. Figure 5 presents the length of time 
these two critical positions were either vacant or filled by one of 
numerous individuals over the five‑year period. 

As shown in Figure 5, the district has faced high turnover in its 
top executive position. State law requires municipal water district 
boards to appoint a general manager. The board has full authority 
over the employment of the general manager, who in turn has full 
charge and control of the operation of the district, including the 
authority to employ and discharge all personnel except for those 
the board is required to appoint. However, between July 2010 
and June 2015, the district had six individuals in this critical 
leadership role, including four general managers or interim general 
managers and two interim chief operating officers (interim chiefs). 
According to the position description, the interim chiefs served at 
the pleasure of the board until the board finalized the recruitment 
for the general manager position. The interim chiefs were not to 
have the authority to hire or fire staff or to enter into new contracts 
without board approval. Further, they could not participate as 
candidates for the general manager position.

Between July 2010 and June 2015, 
the district had six individuals in 
critical leadership roles, including 
four general managers or interim 
general managers and two interim 
chief operating officers
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Figure 5
Timeline of Changes in Key Leadership Positions at the Central Basin Municipal Water District

Robert Quaid, Interim Finance Manager
December 2012 to June 2013

Art Aguilar, General Manager
July 2006 – October 2012 

GENERAL MANAGERS* FINANCE DEPARTMENT HEADS†

Charles Fuentes, Interim Chief Operating Officer
October 2012 – January 2013 

David Hill, Interim Chief Operating Officer
January 2013 – June 2013 

Tony Perez, General Manager
May 2013 – October 2014 

Richard Aragon, Interim General Manager
September 2014 – November 2014

Kevin Hunt, General Manager
November 2014 – present§

Aileen Umali-Hermoso, Chief Financial Officer
April 2005 to December 2010 

Position Vacant
Willdan Financial Services, under contract
to the Central Basin Municipal Water
District (district), fulfilled the duties of the 
district’s chief financial officer
January 2011 to December 2012

Richard Aragon, Finance Director
May 2013 to February 2015‡

Daniel Miles, Interim Finance Director
February 2015 to April 2015

Josh Betta, Finance Director
April 2015 to present

2010

2011

2012

2013

2014

2015

Position vacant

Two new
board

members
elected

JULY

Sources:  District human resources records, interviews with district staff, and the County of Los Angeles’s final official election results for June 5, 2012.

*	 In certain cases during our audit period, this position was referred to as the interim chief operating officer and some of the position’s duties 
were restricted. 

†	 In certain cases during our audit period, this position was referred to as the chief financial officer, interim finance manager, finance director, and 
interim finance director.

‡	 As shown in the figure, Richard Aragon briefly served as interim general manager during this time.
§	 Kevin Hunt was initially hired as the interim general manager, a position he held from November 10, 2014, through May 10, 2015, until the district 

hired him as the current general manager on May 11, 2015.
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Lack of agreement among the board members was a contributing 
factor to instability in the district’s top executive position. In 
October 2012, the district’s long‑standing general manager retired. 
According to the district’s director of human resources, the board 
appointed an interim chief in October 2012. However, the 
board terminated him less than four months later in January 2013, 
during a contentious board meeting shortly after two new board 
members took office. The board approved the termination by a 
three‑to‑two vote. 

The board subsequently appointed a series of individuals to the 
top executive role. In January 2013 the board appointed a 
second individual to the position of interim chief. He returned 
to his former position as the district’s water resources and 
planning manager after the board hired a new general manager 
effective May 2013. The board placed this general manager on 
paid administrative leave in September 2014 and terminated 
his employment in October 2014. As with the first interim 
chief in 2013, this termination occurred during a contentious 
board meeting and was the result of a three‑to‑two vote by 
the board. Also in September 2014, the board appointed the 
district’s then‑finance director to also serve as an interim general 
manager. In November 2014 the board appointed another interim 
general manager and approved a recruitment process for hiring 
the general manager in that same year. The board subsequently 
entered into a two‑year employment contract in May 2015 with the 
individual it had previously appointed as interim general manager. 

The district’s current general manager’s two‑year contract expires 
in May 2017, and he stated that he is contemplating retiring at that 
time. If he chooses to retire at the completion of his contract, the 
general manager anticipates the board would start the recruitment 
process between June 2016 and October 2016. The most recent 
hiring process the district conducted for a general manager 
included establishing an independent ad hoc hiring committee, 
selecting a recruitment firm, and having the board interview the 
top candidates. However, the district does not have a formal policy 
for recruiting and hiring a general manager in the future, and the 
current general manager acknowledged that the district would 
benefit from such a policy. In our judgment, establishing a formal 
policy for the hiring process of the general manager position and 
beginning the hiring process a year in advance of the end of the 
current general manager’s contract provides the district ample time 
to identify and select a replacement, should the current general 
manager retire. If the board does not fill the general manager 
position either prior to the current general manager’s retirement or 
within a reasonable amount of time thereafter, the board will likely 
hinder the district’s ability to effectively meet its responsibilities. 

If the board does not fill the general 
manager position either prior to 
the current general manager’s 
retirement or within a reasonable 
amount of time thereafter, 
the board will likely hinder the 
district’s ability to effectively meet 
its responsibilities.
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In addition, the district had five different individuals and 
one financial services firm perform the role of finance director or 
a similar position between 2010 and 2015. In December 2010, the 
district’s chief financial officer resigned after more than five years 
in the position, and the district hired a financial services firm 
to perform the duties of the chief financial officer. Despite the 
financial services firm’s recommendation in March 2012 that the 
district recruit and hire a full‑time dedicated finance director, 
the district did not fill the role with an interim finance manager 
until December 2012. According to the district’s director of human 
resources, she raised the question of hiring a finance director on 
multiple occasions, and the general manager at that time told her 
that the financial services firm was performing the job adequately 
and had some remaining work to complete. Nevertheless, the fact 
that the same financial services firm recommended that the 
district hire a finance director suggests that the district should 
have prioritized filling this position. The district finally hired a 
finance director in May 2013. He remained in the position until 
February 2015, when the district hired an interim replacement until 
it recruited a new finance director in April 2015. 

The lack of stability in these two key management positions has 
threatened the day‑to‑day operations of the district. As we note 
later in this chapter, a lack of stable management was a factor in 
the district’s losing its insurance in 2014. Further, together these 
positions help establish an environment that promotes effective 
stewardship of both resources and staff. As we note in Chapter 2, 
the district’s management of its contracts and expenditures needs 
improvement, and in Chapter 3 we discuss that the lack of a general 
manager contributed to staff not receiving timely performance 
evaluations. If the board struggles to maintain consistency in these 
critical positions in the future, the district may continue to lack the 
leadership necessary to meet its responsibilities. 

The Board Lacks an Effective Structure to Investigate Its Own and District 
Staff’s Noncompliance With Laws and Rules 

The board has not adequately maintained a mechanism to respond 
to complaints regarding its members’ or district staff ’s violations 
of laws and district codes related to ethics. From the beginning of 
our audit period in July 2010 until the end of July 2015, the district’s 
administrative code called for an ethics committee to investigate 
ethics complaints against board members and staff. According to 
the administrative code in force prior to July 2015, this committee 
was to include two board members. Further, the administrative 
code indicated that certain district staff and the district’s counsel 
were to be members of the committee but was silent as to whether 
they would be voting members. However, according to the human 

The district had five different 
individuals and one financial 
services firm perform the role 
of finance director or a similar 
position between 2010 and 2015.
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resources director, district staff only provided information to the 
ethics committee and, according to our review of the district’s 
board minutes, these staff were not voting members. 

Until July 2015 the district’s administrative code stated that 
the ethics committee would meet twice yearly. However, this 
committee did not meet regularly. Specifically, according to 
the district’s director of human resources, she informed the 
then‑general manager in July 2011 that the ethics committee was 
listed in the administrative code as a standing committee that met 
every six months. She explained that the ethics committee met 
the following month, although it conducted no business during 
that meeting, and that it met again in February 2012. It scheduled 
another meeting for October 2012, but this meeting did not occur 
because not enough committee members attended. The ethics 
committee did not schedule another meeting until August 2013, 
18 months after its February 2012 meeting. The director of human 
resources did not know why the ethics committee did not meet 
regularly during this time but commented that the board had not 
established the practice of ensuring the committee met every 
six months. 

When the committee finally did meet to conduct business in 
August 2013, the meeting generated controversy. First, the chair 
of the ethics committee chose to conduct the meeting in open 
session, even though the posted agenda indicated that this meeting 
was to be in closed session. By conducting an open meeting 
without correctly noting that in the advance agenda, the committee 
violated the Ralph M. Brown Act (Brown Act). We discuss 
additional concerns with the board’s adherence to the Brown Act 
and make a related recommendation in Chapter 2. Further, at its 
meeting the ethics committee discussed a letter from the district 
attorney’s office regarding its investigation into the alleged release 
of confidential information by the then‑board president to a local 
newspaper. During this meeting, the committee authorized the 
general manager to seek an investigator to review the matter 
further. After the investigation was completed, the committee 
voted in September 2013 to refer the then‑board president’s alleged 
disclosure of confidential information to the Los Angeles County 
Grand Jury. As of September 2015, published reports of the Los 
Angeles County Grand Jury had not addressed this issue. 

Shortly after the September 2013 meeting, the then‑board 
president—who had the authority to appoint members of 
committees—stated in a memorandum to the general manager that 
he was very concerned about the ethics committee and the manner 
in which it was using its role to investigate board members. He 
stated that he was reconfiguring the ethics committee immediately 
by placing himself on the committee as the chair, adding another 

In August 2013 the ethics committee 
violated the Brown Act when it 
conducted a meeting in open 
session even though the posted 
agenda indicated that this meeting 
was to be in closed session.
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board member, and replacing the two sitting board members. In 
October 2013, in another memorandum to the general manager, the 
then‑board president stated that there was dissension and turmoil 
caused by the ambiguity of the administrative code and the ethics 
committee, and this was having a pernicious and destructive impact 
on staff morale. At a subsequent October 2013 meeting, the board 
temporarily suspended the ethics committee until it could resolve 
the ambiguity in the district’s administrative code.

Although the board temporarily suspended the ethics committee 
in October 2013, it did not approve revisions to the district’s 
administrative code regarding the committee until July 2015. 
According to the district’s director of human resources, a former 
general manager postponed finalizing a new policy because he 
was concerned that board members would use a reinstated ethics 
committee to act on political disagreements. The board finally 
approved amendments to the administrative code in July 2015, 
establishing a new ethics committee; however, the committee’s 
structure remained fundamentally the same. Like its predecessor, it 
consists of two board members, and the ambiguity regarding staff 
membership—whether they are voting members or only provide 
information to the committee—remains. The director of human 
resources stated that the district plans to address this ambiguity 
in the administrative code and make staff nonvoting members of 
the committee, although she did not give a timeline. Because the 
board did not make significant structural changes to the new ethics 
committee, it will be subject to the same issues the former 
ethics committee faced. 

The district recognizes the inherent conflicts of interest in its 
current ethics committee structure and is making changes. 
In August 2015 the general manager made a presentation to 
the board on this topic, and the board’s agenda included an 
informational document regarding its new ethics committee. 
The informational document acknowledged that the most 
significant difficulty in crafting an ethics enforcement policy is 
the inherent conflict of interest in asking board members and the 
general manager to investigate their peers, coworkers, friends, 
or bosses. To address this, the general manager discussed in the 
meeting the possibility of contracting with an independent law 
firm to conduct preliminary investigations. Also, the informational 
document suggested that the new ethics committee consider its 
role and alternative ways for it to function effectively. Finally, the 
general manager noted in the meeting that district staff recently 
met with the ethics officer for the Metropolitan Water District of 
Southern California (Metropolitan) and learned that Metropolitan 
participates in an independent, anonymous ethics hotline. 
Metropolitan’s ethics officer made a presentation to the board in 

The district recognizes the inherent 
conflicts of interest in its current 
ethics committee structure and is 
making changes.
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September 2015. At a meeting in October 2015, the board adopted a 
plan to implement a hotline for reporting potential ethics violations 
and to contract with a law firm to conduct an independent review 
of those alleged violations.

Further, board members and staff have attended ethics training; 
however, the training by itself may not prevent ethical violations. 
As we will discuss in Chapter 2, in 2015 a former general manager 
and a former board member received fines from the FPPC of about 
$30,000 each for violating the Political Reform Act by, for example, 
receiving gifts in excess of established limits from a district 
contractor. Although a functioning independent ethics committee 
may not have prevented or detected these specific violations, the 
lack of such a body would prevent the district and the board from 
receiving and acting on complaints of similar potential violations.

The Board Failed to Demonstrate Any Commitment to the Strategic 
Planning Process in the Past

Until recently, the board demonstrated a lack of leadership by 
not ensuring the district had an approved strategic plan or made 
progress in achieving the plan’s goals and objectives. According to 
the Government Finance Officers Association (GFOA), strategic 
planning is a comprehensive and systematic management tool to 
help an organization assess its current environment, anticipate and 
respond appropriately to changes in that environment, envision the 
future, increase effectiveness, develop commitment to its mission, 
and achieve consensus on strategies and objectives for achieving that 
mission.3 The GFOA recommends that all governmental entities use 
some form of strategic planning to provide a long‑term perspective 
for service delivery and budgeting, thus establishing logical links 
between their authorized spending and broad organizational goals. 

However, the board did not demonstrate a commitment to the 
strategic planning process and missed opportunities to identify 
whether the district was making progress in achieving its goals and 
objectives. Specifically, the board considered a five‑year strategic 
plan in October 2010 that included a mission statement, a vision 
of the district in 2015, goals, and a set of metrics to help assess 
and guide the district’s progress toward that vision. However, 
according to the director of human resources, the board never 
approved this strategic plan. Nevertheless, she explained that when 
she began working at the district in January 2011, the then‑general 

3	 The GFOA represents public finance officials throughout the United States and Canada. The 
GFOA’s mission is to enhance and promote the professional management of governmental 
financial resources. One of the ways in which it does this is by providing best practice guidance 
to  its members.

In October 2015 the board adopted 
a plan to implement a hotline for 
reporting potential ethics violations 
and to contract with a law firm to 
conduct an independent review of 
those alleged violations.
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manager directed her to use this plan and implement its objectives. 
The director of human resources stated that staff initiated 
implementation of the strategic plan in the summer of 2011, but 
that continued execution of the plan was put on hiatus once the 
then‑general manager left the district in 2012. Not only did the 
district lack this critical organizational planning tool for several 
years, but the board failed to demonstrate its commitment to the 
strategic planning process by not approving the strategic plan or 
ensuring its appropriate implementation.

Despite these past shortcomings, the board recently adopted a new 
strategic plan that, if properly implemented, appears adequate. 
The current general manager stated that one of his first priorities 
after joining the district in November 2014 was to develop a new 
strategic plan for the district. The district engaged a consultant 
to coordinate and facilitate the development of a strategic plan in 
January 2015. The plan was developed with input from the district’s 
customers, board members, and a project team that included the 
current general manager as well as various district managers. 
The new plan covers three years and reflects the district’s overall 
mission and responsibilities. The board adopted this strategic plan 
in May 2015, and the district implemented it beginning in fiscal 
year 2015–16. District staff developed a performance measurement 
scorecard that provides a basis for the district’s periodic review 
of its progress toward its strategic planning objectives. According 
to the general manager, the district will review this scorecard 
on a quarterly basis. Additionally, he explained that the district 
will use the budgetary process to update the board and identify 
strategic plan goals for the upcoming year. In October 2015 district 
staff presented a status update to the board that indicated steady 
progress has been made under the major goals included in the 
strategic plan. To the extent the board ensures that the district 
follows through on its plans to monitor and publicly report on 
its progress in achieving the strategic plan’s goals and objectives, 
the board will help ensure the district is transparent in its actual 
achievement of the strategic plan.

The Board Has Failed to Take Critical Steps Necessary to Ensure the 
District’s Continued Financial Sustainability

The board has not established the essential policies necessary 
to safeguard the district’s long‑term financial viability. It has not 
ensured that the district engages in long‑term financial planning 
to protect its long‑term financial viability or that the district 
conducts a water rate study to ensure it collects sufficient revenue 
to cover its operating expenses. These deficiencies, at least in part, 
contributed to the district’s inability to meet the debt coverage ratio 
required by its debt agreements, and as a result the district’s credit 

The board adopted a new strategic 
plan in May 2015 that covers 
three years and reflects the district’s 
overall mission and responsibilities 
and, if properly implemented, 
appears adequate.
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rating was downgraded in 2013. These deficiencies may also have 
contributed to the downgrade in 2015. The downgrades may lead to 
an increase in the costs the district pays on its debt. In addition, the 
board’s inaction at a critical moment led to the avoidable loss of the 
district’s insurance coverage, resulting in a substantial increase in 
costs and reduction in coverage for the district’s subsequent liability 
insurance policies.

The District Has Not Developed a Long‑Term Financial Plan 

Although the GFOA recommends that all government entities 
regularly engage in long‑term financial planning, the district failed 
to do so throughout our audit period. Long‑term financial planning 
could help the district develop strategies to overcome financial 
challenges and achieve long‑term sustainability. Instead, the district 
has forecast its revenue and expenditures on a year‑to‑year basis 
during its budget process. According to the current finance director, 
one of the reasons the district did not engage in long‑term financial 
planning was its lack of consistent leadership in the finance director 
and general manager positions, which we describe earlier in 
this chapter. 

In August 2015 Moody’s Investors Service (Moody’s) placed 
$48.4 million of the district’s debt credit rating on review for a possible 
downgrade, in part because of the district’s lack of future year financial 
projections.4 Moody’s subsequently downgraded the credit rating on 
this debt in October 2015 citing other reasons, as we discuss in the 
next section. According to an article the GFOA published on building 
a financially resilient government, credit rating agencies point to 
long‑term financial planning as evidence of management’s dedication 
to the practices that maintain long‑term financial health. The credit 
rating downgrade—the second the district has received in the past 
three years—may cause the district to incur additional costs. We 
describe the credit downgrades and their financial consequences in the 
next section. Not surprisingly, the district’s recently adopted strategic 
plan includes an objective related to conducting long‑term financial 
planning. In October 2015 the board authorized the general manager to 
engage a consultant to prepare a 10‑year financial forecast. The general 
manager stated that his goal is for the district to have a completed 
long‑term financial plan by the end of 2016.

The district’s lack of a long‑term financial plan to guide its 
revenue estimation process contributed, at least in part, to the 
district overestimating its revenues during the last four fiscal 

4	 Moody’s is a provider of credit ratings, research, and risk analysis. The purpose of its credit ratings 
is to provide investors with a simple system of gradation by which they may gauge the future 
relative creditworthiness of securities.

The district’s lack of a long‑term 
financial plan to guide its revenue 
estimation process contributed 
to the district overestimating its 
revenues during the last four years 
in our audit period.
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years in our audit period. When the district does not develop 
reasonable revenue estimates during its budgeting process, it risks 
that its revenue will not cover its expenses. The current general 
manager, who has more than 20 years of experience in the water 
industry, explained that in his experience it is normal for actual 
revenues from water sales to vary somewhere between 10 percent 
and 15 percent of estimates. However, as shown in Table 3, the yearly 
variance in the district’s budgeted‑to‑actual revenues was greater 
than 20 percent in three of the five fiscal years within our audit 
period. The district did not have an individual in the finance director 
position when it prepared its budgets for fiscal years 2011–12 and 
2012–13—two of the fiscal years in which its actual revenues were 
at least 20 percent less than its corresponding estimates—and 
instead engaged a consultant to perform its financial management 
duties. According to the current general manager, the district’s 
former management was too optimistic when developing 
revenue estimates. Additionally, he explained that the 21 percent 
variance in fiscal year 2014–15 was primarily the result of lower 
replenishment water sales than the district had estimated because 
an invasive shellfish contaminated the source of the district’s 
replenishment water. 

Table 3
Differences Between Budgeted and Actual Revenues at Central Basin 
Municipal Water District 
Fiscal Years 2010–11 Through 2014–15 
(In Millions)

2010–11 2011–12 2012–13 2013–14 2014–15

Budgeted revenues $58.3 $64.1 $66.0 $52.0 $71.4

Actual revenues 60.9 50.8 45.1 46.3 56.2

Difference (Shortfall) 2.6 (13.3) (20.9) (5.7) (15.2)

Difference as a percentage of 
budgeted amount

4% 21% 32% 11% 21%

Sources:  Central Basin Municipal Water District budget documents, comprehensive annual financial 
reports for fiscal years 2010–11 through 2013–14 and draft financial statements as of October 2015 
for fiscal year 2014–15.

Despite large variances in the district’s past budgeted‑to‑actual 
revenues, it appeared to follow a reasonable methodology when 
preparing its budget for fiscal year 2015–16. Specifically, in a 
memorandum to the board, district staff reported that the district 
surveyed its customers to determine a baseline projection for 
potable water sales and then reduced the projection to reflect 
allocations from the district’s regional wholesaler. Staff also 
reported that they adjusted the projection to reflect the State’s 
recent mandated water conservation order due to the drought. 
The current general manager believes that this methodology will 
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provide a reasonable estimate for the district’s revenue in fiscal 
year 2015–16. We believe the district’s approach was logical, 
especially since the drought has made it problematic to use historic 
trends to predict future water sales.

Although the district appears to now have a reasonable 
methodology for forecasting its revenue on a short‑term 
basis, it has not conducted a water rate study to determine the 
appropriateness of its water rate structure to ensure it meets 
its operating costs on a long‑term basis. As a wholesaler, one of 
the district’s main sources of revenue to cover its expenses 
is the surcharge it adds to the water it purchases from the regional 
wholesaler and sells to its customers. The district risks running 
deficits when declining water sales lead to lower surcharge revenues 
than it estimated and it does not reduce its expenses accordingly. 
Nonetheless, the district’s board has not increased the district’s 
surcharge since fiscal year 2011–12. According to the current 
general manager, the district intends to contract with an outside 
consultant to provide technical analysis of its water rate schedule 
to determine the appropriateness of its rates. He further stated 
that the district should not adjust its surcharge until it develops a 
long‑term financial plan to forecast its revenues and expenses; the 
water rate study it plans to conduct can then help it set its water 
rates to meet these revenue forecasts. The general manager plans to 
have the water rate study completed by spring 2017.

Largely because the district collected less revenue than it had 
budgeted, its expenses exceeded its revenues in three of the past 
five fiscal years. The district incurred deficits in each of the fiscal 
years 2011–12 through 2013–14, with the largest of nearly $5 million 
occurring in fiscal year 2012–13. These deficits were due to a 
combination of factors, including reduced water sales, increased 
expenses, and an early debt payment. For instance, the district made 
a $3.9 million payment in June 2013 to pay off part of its debt early 
in order to reduce its overall debt load. In addition, the district’s 
imported water revenue declined by more than $12 million between 
fiscal years 2010–11 and 2013–14. During the same time period, its 
general and administrative expenses increased by more than half 
a million dollars, in part because its legal costs were greater than 
$1.5 million every year from fiscal year 2010–11 through 2013–14. 
In particular, the district reported historically high general and 
administrative expenses in fiscal year 2012–13 due to litigation 
involving another water agency. Further, during fiscal year 2013–14, 
the district’s legal expenses accounted for almost $2.6 million, or 
60 percent, of its general and administrative costs. The district has 
now settled most of its litigation issues, and its fiscal year 2014–15 
legal expenses of $677,000 were $900,000 less than its legal 
expenses in any of the other years during our audit period. 

The district has not conducted 
a water rate study to determine 
the appropriateness of its 
water rate structure to ensure 
it meets its operating costs on a 
long‑term basis.
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Finally, until recently, the board did not ensure the district had 
an adequate reserve policy. An article the GFOA published 
about building a financially resilient government highlights that 
public entities must maintain a reserve policy as a component of 
long‑term financial planning. By not following a reserve policy 
in the past, the board did not demonstrate a commitment to 
financial prudence and careful stewardship of district assets, and 
the district risked potential adverse impacts from unanticipated 
expenditures. The current general manager stated he wrote the 
district’s current reserve policy soon after he began providing 
interim general manager services to the district in November 2014; 
the board approved the updated reserve policy in April 2015. 
According to the district’s current reserve policy, its reserves are 
funds it sets aside to achieve its objectives, respond to operational 
uncertainties, and address emergencies. The district’s updated 
policy establishes funding levels for several designated reserves, 
which are earmarked for purposes such as cash flow, legal expenses, 
and building replacement. The current general manager stated that 
in his experience, an adequate reserve policy is necessary for the 
financial health of the district and is an important tool to assist with 
the budgeting process. 

According to the finance director, the district will reassess its 
reserve levels, which totaled nearly $15 million at the end of fiscal 
year 2014–15, on an ongoing basis during its budget process. 
Nevertheless, because the district averaged a $2.9 million deficit 
between fiscal years 2011–12 and 2013–14, and if these deficits 
continue, the district may not achieve its reserve goals.

The District Could Incur Additional Costs on Its Debt Due to Credit Rating 
Downgrades in 2013 and 2015

The district may incur an increase in its debt costs due to 
downgrades by Moody’s to its credit rating. In August 2013 and 
again in October 2015, Moody’s downgraded the credit rating 
on the district’s debt. As a result of these downgrades, Moody’s 
current rating indicates the district’s debt is upper‑medium 
grade and subject to low credit risk. Nevertheless, in 2014, a 
former general manager stated he estimated that the district had 
already incurred costs and would incur additional costs due to 
the August 2013 credit rating downgrade. In addition, the current 
general manager stated that due to the October 2015 downgrade, 
the district will likely incur additional costs when it restructures its 
outstanding debt.

Moody’s stated that it downgraded the district’s credit rating on 
$53 million of its debt in August 2013 in part to reflect the precipitous 
decline in the district’s debt coverage ratio in fiscal year 2012. 

The district averaged a $2.9 million 
deficit between fiscal years 2011–12 
and 2013–14. If these deficits 
continue, the district may not 
achieve its reserve goals.
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Essentially a calculation of the district’s net revenues divided by its 
net debt‑service costs, the debt coverage ratio serves as a benchmark 
to measure the district’s ability to produce enough cash to cover its 
debt payments. When the district issued debt in the past to fund 
its capital projects, such as its recycled water distribution system, it 
entered into debt agreements with financial institutions that required 
it to maintain a minimum debt coverage ratio of 1.15. As shown in 
Table 4, the district’s debt ratio coverage dropped below the 1.15 ratio 
required by its debt agreements twice within the past five fiscal years, 
falling as low as 0.20 in fiscal year 2012–13 but improving since then. 
According to the district’s comprehensive annual financial report 
for the fiscal year ending June 30, 2013, this decrease occurred in 
part because the district faced sustained high legal costs and in part 
because of a decline in water revenues in fiscal year 2012–13. Moody’s 
also stated that the other reason for its 2013 downgrade of the credit 
rating on the district’s debt was the litigation surrounding one of its 
primary customers. Moody’s indicated that it was concerned about 
the district’s ability to restore debt‑service coverage and cash reserves 
to their historic levels. 

Table 4
Central Basin Municipal Water District’s Debt Coverage Ratio 
Fiscal Years 2010–11 Through 2014–15

REQUIRED DEBT 
COVERAGE RATIO* 2010–11 2011–12 2012–13 2013–14 2014–15

1.15 1.91 0.64 0.20 1.33 1.75

Sources:  Central Basin Municipal Water District’s (district) comprehensive annual financial reports 
for fiscal years 2010–11 through 2013–14 and the California State Auditor’s analysis of information 
in the district’s draft financial statements as of October 2015 for fiscal year 2014–15.

*	 The required debt coverage ratio is set by the district’s debt agreements. 

After Moody’s downgraded its rating of the district’s debt in 
August 2013, the then‑general manager prepared a memorandum 
to the board in April 2014 in which he estimated that the 
downgrade would cause the district’s costs related to one of its 
credit agreements to increase by a two‑year total of $65,000 from 
fiscal year 2013–14 through fiscal year 2014–15. The memorandum 
also stated that because of the downgrade, the district could face an 
increase in total interest costs when it issues new debt to restructure 
its outstanding debt. Specifically, the former general manager 
estimated that the credit downgrade could result in additional 
interest costs of between $100,000 and $500,000 over the life of the 
district’s restructured debt. The district’s current finance director, 
who was not a district employee at the time, explained that he does 
not have information related either to the decrease in the debt ratio 
coverage in fiscal years 2011–12 and 2012–13 or to the costs resulting 
from the credit rating downgrade. The current general manager 
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explained that he would like to restructure the district’s debt. The 
district’s financial advisor has recommended the district wait until 
the conclusion of our audit before proceeding with its plans for 
debt restructuring.

Additionally, Moody’s stated that it downgraded the district’s credit 
rating on its debt again in October 2015 because it believed that 
debt service coverage levels will likely be lower than previously 
anticipated, given declining operating revenues caused largely 
by the conservation efforts associated with prolonged drought 
conditions. The current general manager stated that, as a result of 
this downgrade, the district will likely incur additional borrowing 
costs when it issues new debt to restructure its outstanding debt, 
although it is too early to determine what the actual effect will 
be. The district’s finance director believes this downgrade will not 
affect the district’s current debt costs because the district’s debt 
service coverage remains above the target set by the district’s 
bond agreements. 

The district may have struggled with its debt coverage ratio 
because the board has not ensured the district has a formal debt 
management policy. In 2011, 2012, and 2013, two different external 
auditors recommended that the district implement a formal debt 
management policy. According to the GFOA, a government’s 
adherence to such a policy signals to rating agencies that it is well 
managed and therefore is likely to meet its debt obligations in a 
timely manner. The GFOA recommends the policy should include, 
among other things, debt structuring practices and the potential 
credit rating impacts of weak debt coverage ratios. Although 
two district managers wrote memoranda to the board during 
our audit period that indicate their awareness of the district’s 
debt coverage ratio requirements, the current general manager 
confirmed that the district has never implemented a formal debt 
management policy. The current finance director stated he is 
uncertain why the board did not address the external auditors’ past 
findings but that he is aware of the GFOA’s recommendation. He 
explained that his goal is for the district to maintain a debt coverage 
ratio of over 1.50. However, the district’s lack of a formal debt 
management policy may put it at risk of making financial decisions 
that could impair its ability to meet its required debt coverage ratio 
of 1.15, let alone its higher goal for this ratio. 

The Board’s Inaction Resulted in the District’s Loss of Insurance Coverage 
and Subsequent Higher Insurance Costs

The district’s costs for its liability insurance increased significantly 
in 2014 and 2015 when the board failed to take action to preserve 
its insurance policies. Because an agency such as the district can 

The district’s lack of a formal debt 
management policy may put it at 
risk of making financial decisions 
that could impair its ability to meet 
its required debt coverage ratio.
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be exposed to significant liability, we believe it is a good business 
practice for it to maintain both general and employment practices 
liability insurance. Until May 2014 the district procured its 
insurance through the Association of California Water Agencies 
Joint Powers Insurance Authority (Insurance Authority), a 
public entity that is a partnership of water agencies that provides 
risk‑sharing pools to meet its members’ needs for property, liability, 
workers’ compensation, and employee benefits insurance coverage. 
However, in March 2014 the Insurance Authority notified the 
district of its plans to recommend to its executive committee that 
it cancel the district’s participation in the insurance program, citing 
its concerns with the magnitude and frequency of employment 
practices claims against the district. The Insurance Authority 
specifically stated that its greatest concern was that many of these 
claims stemmed from the board’s actions. In that same month, the 
Insurance Authority’s executive committee voted to recommend to 
its board of directors the cancellation of the district’s participation 
in insurance programs for liability, property, and workers’ 
compensation—a recommendation the Insurance Authority’s board 
of directors approved in May 2014.

However, the board failed to act on an opportunity to negotiate 
its coverage with the Insurance Authority before the district’s 
insurance was canceled. In April 2014 the Insurance Authority 
offered the district the opportunity to apply to continue the district’s 
participation in its liability and property insurance programs so 
long as the district agreed to certain conditions. Specifically, these 
conditions included the district accepting a six‑month suspension 
of its employment practices liability coverage, withdrawing from the 
workers’ compensation insurance program, assuming responsibility 
for certain costs resulting from a number of lawsuits, and securing 
a four‑fifths vote by the district’s board before it could terminate a 
general manager. Had the district agreed to these conditions, based 
on its assessment, it would have had to temporarily obtain workers’ 
compensation and employment practices liability insurance from 
another insurance provider. However, the district then would 
have had the opportunity to apply to have its insurance coverage 
reinstated by the Insurance Authority.

During March and April 2014 district staff informed the board on 
several occasions of the causes and consequences of the potential 
loss of the district’s insurance coverage, as well as proposed 
solutions. At a board meeting in late April 2014, the board 
postponed its decision on its response to the Insurance Authority’s 
proposal. Instead, it stated that it would consider the district’s 
insurance coverage at a special meeting that was scheduled just 
days before the Insurance Authority’s May 5, 2014, meeting when it 
was to consider the district’s response to its proposal. However, the 
special meeting was canceled because not enough board members 

The board failed to act on an 
opportunity to negotiate its 
coverage with the Insurance 
Authority before the district’s 
insurance was canceled.
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attended. As a result of the board’s inaction, it failed to reach an 
agreement on the Insurance Authority’s proposed conditions or 
to submit a counterproposal before the meeting. Consequently, 
the Insurance Authority’s board of directors voted in May 2014 to 
cancel the district’s insurance coverage effective in June 2014. Before 
its cancellation became effective, however, the district withdrew 
from the Insurance Authority’s coverage in order to obtain coverage 
from alternate carriers in May 2014.

The district subsequently obtained new insurance; nonetheless, the 
board’s poor management practices caused the district to lose a part 
of that coverage. As previously mentioned, the Insurance Authority 
proposed as one of its conditions that the board require a four‑fifths 
vote to terminate its general manager. However, the board did not 
agree to this condition before the Insurance Authority canceled its 
coverage. After the district had obtained new insurance coverage 
from private insurance companies, the district’s insurance broker 
warned the district in September 2014 that any change to senior 
staff would create a level of uncertainty in the insurance markets 
that would affect the pricing for the district’s employment practices 
liability insurance. Despite this warning, the board terminated 
the district’s then‑general manager the next month in October 
2014. In response, he filed a legal claim in February 2015 for more 
than $8.2 million against the district and three board members 
for wrongful and illegal termination. At that time, the insurance 
company that provided the district with its employment practices 
liability coverage notified the district that it would not renew the 
district’s policy when it expired in May 2015, citing its annual 
reevaluation of risks in light of changing conditions in the insurance 
market. As a result of the board’s poor decision making, the district 
is currently paying substantially more for less general liability and 
employment practices liability insurance coverage than it had 
before, as noted in Table 5 on the following page.

If the board fails to maintain the district’s current insurance 
coverage, it will place the district at risk of becoming uninsurable. 
According to correspondence from the district’s insurance broker in 
May 2015, marketing of its employment practices liability insurance 
coverage has been quite challenging. In fact, the insurance broker 
notified the district that it had approached numerous companies 
to obtain quotes for the district’s coverage, but only two responded 
while all the others declined. In other words, the coverage the 
district obtained in June 2015 was the less expensive of the only two 
quotes it received, in part due to the district’s history of litigation.  

If the board fails to maintain 
the district’s current insurance 
coverage, it will place the district at 
risk of becoming uninsurable.
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Table 5
Central Basin Municipal Water District’s General Liability and Employment Practices Liability Insurance 
Coverage and Costs  
October 2013 Through June 2016

COVERAGE PERIOD
OCTOBER 1, 2013, 

THROUGH MAY 15, 2014* MAY 15, 2014, THROUGH MAY 15, 2015 MAY 15, 2015, THROUGH MAY 15, 2016

General liability coverage

$2 million per 
occurrence

Carrier: Association 
of California Water 
Agencies Joint Powers 
Insurance Authority 
(Insurance Authority)

Deductible:
$10,000

$1 million per 
occurrence

Carrier: Allied World 
Assurance Company

Deductible: 
$1,000

$1 million per 
occurrence

Carrier: Allied World 
Assurance Company

Deductible: 
$10,000

Premium: 
$49,950

Premium: 
$49,096

COVERAGE PERIOD MAY 15, 2014, THROUGH JUNE 15, 2015 JUNE 15, 2015, THROUGH JUNE 15, 2016

Employment practices 
liability coverage

$2 million per claim 

Carrier: ACE Municipal 
Advantage 

Self‑Insured 
Retention:† 
$100,000

$1 million per claim

Carrier: Kinsale 
Insurance Company

Deductible: 
$250,000

Premium: 
$69,826‡

Premium: 
$150,000

Total annual premium $70,420§   $119,776‡   $199,096 

Sources:  Central Basin Municipal Water District (district) insurance policies and its comprehensive annual financial reports for fiscal years 2010–11 
through 2013–14.

*	 The district maintained insurance through the Insurance Authority from the beginning of our audit period in July 2010 through May 2014.
†	 The district’s former employment practices liability insurance had a self‑insured retention rather than a deductible. The insurance carrier’s liability 

only applies to the part of damages and claim expenses that are in excess of the retention.
‡	 The district made an additional $6,000 payment for a one‑month extension to this insurance policy, which is not included in the amount above.
§	 The $70,420 was the cost to the district of the policy through September 2014. However, the Insurance Authority voted to cancel the policy 

effective in June 2014, but the district withdrew from coverage earlier in May 2014. 

Further, according to the current general manager, the district 
losing its insurance would expose it to substantial liability and 
severe operational impacts. For example, between 2013 and 2015, 
the district’s insurers paid out about $1 million in claims against the 
district, amounts the district would have had to pay on its own 
in the absence of any insurance coverage. As of September 2015 
the district had three employment practices lawsuits pending 
against it, including the more than $8.2 million lawsuit from the 
former general manager, which demonstrates the magnitude of 
the financial risk the district could face in the absence of adequate 
insurance coverage.

A New Method of Governance Would Improve the District’s Leadership

As described in this chapter, the board has failed to lead the district 
in a manner that encourages its efficient operation and effective 
management. Further, as we will show in Chapters 2 and 3, the 
board has violated its own policies related to contracting and hiring, 
and it also violated state open meeting law when it inappropriately 
approved the establishment of a legal trust fund in 2010. The 
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board’s poor decisions over the past five years have eroded the 
public’s trust in the district and cost the district many thousands of 
dollars in misspent funds. 

As previously discussed, the district and board recently made 
certain changes that have improved—or have the potential to 
improve—the management of the district. Most significantly, in 
the past year, the board hired a general manager with significant 
experience managing another water district and a finance director 
with experience in local government. Also, in July 2015 the board 
approved various changes to the district’s administrative code 
that, if followed, will help the district to address some of the 
issues we describe in this and subsequent chapters. Finally, since 
October 2014 the district has generally held monthly meetings for 
its customers to update them on the district’s activities and other 
issues of interest. Such meetings provide an opportunity for the 
district to report to and receive feedback from its customers. 

Although these are positive steps, we remain skeptical of the board’s 
ability to consistently ensure the district’s stability and to provide 
it with effective, ongoing leadership. For instance, days after an 
October 2014 report by the County of Los Angeles Department of 
Public Works (Public Works) noted the improved stability of the 
district’s operations and senior management team, the board voted 
to terminate the employment of the individual serving as general 
manager at that time. At this time, we have little assurance that the 
board will not make similar decisions in the future that could undo 
the positive effects of the recent changes. 

Overall, Public Works’ report was critical of the district, and 
it included an exploration of the steps necessary to dissolve it. 
However, the report stopped short of recommending such an 
extreme action. Public Works noted that the Local Agency 
Formation Commission for the County of Los Angeles (LAFCO) 
controls the process for dissolving the district. Under state law, a 
petition for dissolution of the district could be filed by a resolution 
of the legislative body of an affected agency such as a city, county, 
or the district itself. A petition may also be filed by 10 percent of the 
voters in the district, or LAFCO itself may initiate a proposal. State 
law then requires LAFCO to hold a public hearing on the proposal 
and inform the affected entities, including providing written notice 
of the hearing to landowners and registered voters. Further, LAFCO 
may terminate the proposed dissolution or place the matter up for a 
vote by the voters in the district, depending on whether protests are 
received to the proposal under various specified conditions.

If the district were dissolved, another entity would need to take 
over its responsibilities. According to state law, the choice of a 
successor to the district would be based on the existing jurisdiction 

Although the district and board 
have made positive steps to 
improve the management of the 
district, we remain skeptical of 
the board’s ability to consistently 
ensure the district’s stability 
and to provide it with effective, 
ongoing leadership.
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within the district—such as the county or an individual city—that 
has the greatest assessed value of taxable property, or the terms 
and conditions of the petition for dissolution could name the 
entities to take responsibility for the district’s duties. Public Works’ 
report also noted that a reorganization of the district—for example, 
breaking it into smaller pieces—is also under the jurisdiction of 
LAFCO and would be subject to steps similar to those required to 
dissolve it. The report did not indicate whether Los Angeles County 
would be willing or able to take on the district’s work itself, nor 
did it recommend another entity to assume those responsibilities. 
Instead, the report recommended this audit.

Given the concerns we raise in this report, a dissolution or 
restructuring may become necessary in the future. Should the 
board not succeed in maintaining a stable leadership team, should 
the district experience additional lawsuits, or should it lose its 
insurance coverage again, it will risk not being able to operate 
effectively as an independent entity. However, because of the 
district’s recent progress, a complete dissolution may be premature 
at this time. 

A less extreme option to address the lack of leadership of the 
district would be to change its governance structure. Currently, 
the five divisions within the district elect the board members by 
popular vote, but electing new board members has proven to be 
ineffective at improving the board’s leadership. For example, in 
2012 two board members were defeated and replaced with two new 
individuals, yet some of the same problems we discuss in this 
report continued well beyond 2012. In fact, the financing of board 
members’ political campaigns may also have contributed to some of 
the missteps we describe in this report, as their campaigns receive 
donations from entities doing business with the district.

To address the problems we found, we believe that board members 
need to be answerable to those who select them. Although the 
voters in the district elect the board members, the district’s direct 
customers are not members of the public; rather, they are the cities, 
other water districts, mutual water companies, investor‑owned 
utilities, and private companies to whom the district sells imported 
and recycled water. Because these entities do not select the board 
members, the board members are only indirectly accountable to 
those they actually serve. As a result, the board may face few or 
no repercussions if it chooses to ignore the input of the district’s 
customers. Further, the board’s responsibilities are narrow in 
scope. Specifically, the district’s role is to purchase water from a 
limited number of sources and resell it to entities who in turn sell 
it directly to the public. Such a role does not require broad policy 
making, but instead requires significant input from its customers 

Should the board not succeed in 
maintaining a stable leadership 
team, experience additional 
lawsuits, or lose its insurance 
coverage again, it will risk not being 
able to operate effectively as an 
independent entity.
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regarding water purchases and sales. The district and its residents 
would be better served if its direct customers were able to select 
its policymakers.

Consequently, we believe an option for improving the district’s 
governance would involve a board appointed by its customers, a 
structure for which precedent exists. For example, Metropolitan, 
which delivers water to numerous member public agencies including 
the district, has a board composed of representatives from its 
member agencies. The San Diego County Water Authority also has a 
board appointed by its member agencies. If the Legislature chooses 
to act on our recommendation, it could preserve the district as an 
independent entity, allowing the district to continue to provide 
both imported and recycled water without confusion or disruption. 
However, the Legislature could modify the district’s governance 
structure to adopt an appointed board, thus improving the board’s 
accountability to the entities the district serves. Further, because the 
local entities the district serves would appoint the board members 
from within their communities, the board would continue to 
represent the interests of the residents of the district. 

The district’s current general manager expressed reservations about 
an appointed board. He acknowledged that an appointed structure 
is possible but stated that such a move may simply replace one 
set of problems with another. For example, he said that state law 
does not provide for private water companies or mutual water 
companies having a seat on the board. Instead, the underlying city 
is represented, which would create a disconnect between service 
and rate setting and affect 25 percent of the district’s service area. 
Further, the general manager stated that the district’s electors are 
not its direct customers; however, they are all rate payers through 
the district’s standby charge. Also, he stated that the district serves 
residents through 40 water retailers5 and one water wholesaler. 
All of the district’s customers benefit from district activities, 
including its Metropolitan representation and its efforts regarding 
water conservation, water recycling, water resources planning, 
and water education. Further he stated that rate setting by more 
than 40 agencies—which is the model Metropolitan follows—that 
benefit in different ways from their associations with the district 
would be difficult and divisive. The electorate provides a balance for 
the various water entities the district serves and helps to ensure that 
they do not unduly influence the board. He said that, depending 
on how the district’s customers were to select their appointed 
representatives, larger or wealthier water districts could attempt 
to establish policies that disadvantage smaller or less wealthy 
districts. Finally, he noted that the district has been in existence 
for more than 60 years and the structure has worked fine for most 
of that period. In the opinion of the current general manager, the 

5	 As indicated in the footnote on page 83, the district provided us with updated information in 
March 2016 that reflected it had 40 water retailers.

We believe an option for improving 
the district’s governance would 
involve a board appointed by its 
customers, a structure for which 
precedent exists.
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problems in the last five years are a result of actions by individual 
board members and not a failure of the institutional structure. 
Nevertheless, as we previously discussed, the district’s board is not 
directly accountable to those the district serves, and the decisions 
it needs to make are narrowly defined according to the district’s 
mission. Given the significant problems we outline in this report 
and the lack of leadership displayed by the board, in our judgment it 
is time to consider an alternate governance structure to improve the 
accountability of the board to its customers and ensure the district 
continues to focus on its responsibilities. 

Recommendations

Legislature

To ensure the efficient and effective delivery of imported and 
recycled water in southeastern Los Angeles County, the Legislature 
should pass special legislation to preserve the district as an 
independent entity but modify the district’s governance structure. 
In doing so, the Legislature should consider a governance structure 
that ensures the district remains accountable to those it serves; for 
example, the district’s board could be changed from one elected by 
the public at large to one appointed by the district’s customers. 

District

To ensure the stability of the district’s operations, by June 2016 the 
district’s board should establish a formal policy for hiring for the 
general manager position. Because the current general manager is 
on a contract set to expire in May 2017, the board should initiate 
the hiring process for a new general manager or begin the process 
of renegotiating the contract with the current general manager in 
the fall of 2016.

To better address potential ethical violations, the district should 
implement by June 2016 a means for investigating board members’ 
and staff ’s potential violations of the district’s code of conduct and 
conflict‑of‑interest code that would insulate those investigations 
from undue influence from either the board or the general manager. 

To evaluate its progress toward its goals and objectives, the district 
should use its recently adopted strategic plan and issue an annual 
report that describes the steps it has taken toward achieving the 
goals and objectives in the strategic plan.
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To ensure its long‑term financial sustainability, the board should 
complete a long‑term financial plan no later than December 2016.

To ensure its water rate structure is appropriate to provide the 
revenue necessary to cover its legitimate costs, the district should 
complete its planned water rate study no later than the spring 
of 2017. 

To strengthen its financial stability against present and future 
uncertainties, the district should follow its recently adopted 
reserve policy.

To ensure that it continues to take steps to improve its financial 
condition and avoids additional costs due to downgrades of its debt 
credit ratings, the district should immediately create a formal 
debt management policy. This policy should clearly define its credit 
objectives and provide guidelines for suitable debt agreements. 
This policy should also require the district to periodically monitor 
its specific financial ratios, such as its debt coverage ratio, that are 
relevant to its credit rating. 

To help it maintain its current insurance coverage and better 
position it to negotiate for more cost‑effective and appropriate 
coverage in the future, the board should immediately adopt a policy 
requiring a four‑fifths majority to terminate the district’s general 
manager. Further, the board should review the district’s insurance 
coverage annually and renegotiate costs and coverage amounts 
as necessary, particularly as the district resolves outstanding legal 
claims against it.
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Chapter 2

THE CENTRAL BASIN MUNICIPAL WATER DISTRICT 
HAS ESTABLISHED INADEQUATE POLICIES RELATED 
TO CONTRACTING AND EXPENDITURES AND HAS 
CIRCUMVENTED OTHER POLICIES

Chapter Summary

The Central Basin Municipal Water District (district) has not always 
demonstrated good stewardship of the public funds entrusted to 
it. Its board of directors (board) violated state law when it set up a 
legal trust fund (trust fund) in 2010 that it did not disclose to the 
public. Further, the board’s inadequate oversight of the millions of 
dollars of expenditures its outside legal counsel subsequently made 
from the trust fund may have led to payments for services unrelated 
to the fund’s purposes. In addition, the district consistently engaged 
in questionable contracting practices during our audit period. 
Specifically, it improperly avoided competitive bidding when 
selecting vendors in more than half the contracts we reviewed, and 
it inappropriately used amendments to extend and expand other 
contracts. Its inadequate contract management may also have led 
it to pay for unnecessary or unperformed services. Finally, some 
of the district’s expenditures very likely could be viewed as gifts of 
public funds.

The Board Established an Improper Legal Trust Fund and Did Not 
Disclose Its Actions to the Public

In June 2010, the board improperly approved the establishment 
of a trust fund for which it authorized the use of an unspecified 
amount of money, ultimately totaling millions of dollars, without 
adequate disclosure to the public. Because the board took this 
action in a closed session, we believe it violated state open meeting 
law. Further, the board allowed its outside legal counsel to make 
expenditures from the trust fund with no board oversight; thus, it 
has no assurance that its outside legal counsel used the trust fund 
only for purposes that aligned with the fund’s original intent. 

According to a board member at the time, the board voted 
in a closed‑session meeting on June 28, 2010, to approve the 
establishment of the trust fund whose proceeds would be used 
to develop a programmatic environmental impact report (PEIR) to 
support a groundwater storage program. The money in this trust 
fund was to be held by outside legal counsel retained by the district 
at that time. According to the former board member, the board also 
authorized its then‑general manager and the outside legal counsel 
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to use whatever financial resources they deemed necessary to 
develop the PEIR. However, the published agenda for this meeting 
indicated that the purpose of the closed session was to discuss an 
issue under the pending litigation exception. 

The California Constitution provides that the constituents of public 
agencies have the right of access to information concerning those 
entities’ conduct, and therefore the entities’ meetings and writings 
must be open to public scrutiny. To ensure that public entities, in 
this case the district’s board, meet this goal, the Ralph M. Brown 
Act (Brown Act) requires them to hold open and public 
meetings unless a specific closed‑session exception applies. The 
board’s meeting minutes from June 28, 2010, indicate that the board 
believed it did not have to meet in open session under the Brown 
Act to discuss the establishment of the trust fund because the 
Brown Act makes an exception for pending litigation. This 
exception authorizes legislative bodies to discuss pending litigation, 
including anticipated litigation, in closed session with legal 
counsel if public deliberation on the matter would prejudice the 
legislative body’s litigation position. However, the pending litigation 
exception permits public entities to receive legal advice and make 
litigation decisions only; the Brown Act does not allow them to 
use the exception as a subterfuge to reach nonlitigation‑oriented 
policy decisions. 

Although the board had previously been involved in a legal dispute 
regarding the storage of groundwater, we did not observe evidence 
that suggested such litigation could reasonably be anticipated when 
the board took this action. An investigation performed by a law 
firm subsequent to the establishment of the trust fund stated that, 
while the board’s decision to create a groundwater storage plan was 
within the district’s legal authority at the time, if this action were 
to be reviewed by a governmental authority, that authority would 
conclude that this action should have been taken in open session. 

We also believe that the pending litigation exception did not 
apply in this case and that the board should have held the vote 
to establish the trust fund in open session. Although the board’s 
official minutes from the June 2010 meeting state that in closed 
session it authorized its then‑general manager to provide resources 
and enter into an agreement as necessary for ongoing litigation, the 
law firm’s investigation found reason to believe the board used 
the discussion and vote to finance many nonlitigation expenses, 
avoid criticism, and create a PEIR. Although the investigation 
concluded that the board relied on its outside legal counsel’s advice 
when it decided that it was permitted to discuss and cast its vote 
in closed session, we believe it was the board’s responsibility to be 

We believe the board should have 
held the vote to establish the trust 
fund in open session.
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intimately familiar with the laws governing its operations, including 
the Brown Act, and that it should have questioned its outside legal 
counsel’s advice on this matter.

Further, the district did not disclose to the public the $2.75 million in 
transfers it made to the trust fund. It omitted the first $2 million 
in transfers from its public expenditure reports, and it reported the 
final transfer of $750,000 as a generic “legal services” expense. These 
omissions deprived the district’s constituents of their constitutional 
right of access to information concerning the district’s conduct. 

Once the board approved the establishment of the trust fund, the 
district violated another state law that requires the general manager 
to select competent environmental professionals when it instead 
allowed the district’s outside legal counsel to make this selection 
and contract with vendors to provide various services, including 
creating the PEIR. In fact, as reported in the law firm’s investigation, 
the district’s outside legal counsel selected the vendors, drafted 
contracts, and processed payments from the fund. According to a 
board member who approved the establishment of the trust fund, 
he did not have specific knowledge of how the outside legal counsel 
spent the resources of the trust fund because those expenditures did 
not come before the board for its approval. This acknowledgment 
indicates that the board did not ensure district staff or outside legal 
counsel provided it with the information necessary for it to fulfill 
certain of its duties, such as safeguarding the assets of the district. 

In addition, because the board did not approve the expenditures 
the district’s outside legal counsel made from the fund, the board 
could not ensure the district’s outside legal counsel entered into only 
contracts related to the fund’s purpose. As indicated in the law firm’s 
investigation, the outside legal counsel tracked the expenditures 
outside of the district’s ordinary course of business. Because of this 
lack of oversight, the district’s outside legal counsel may not have 
spent all the money in the trust fund on the purpose for which it was 
established. As shown in Table 6 on the following page, the outside 
legal counsel paid a total of roughly $2.3 million from the trust fund 
to the engineering services firm that was primarily responsible for 
creating the PEIR. However, according to the contracts or other 
available documentation, it also paid more than $400,000 to seven 
other consultants for services, summarized in Table 6. 

The district appears to have received very little value from its trust 
fund expenditures. In August 2012, after the district’s outside legal 
counsel had spent most of the trust fund, the governor approved 
statewide legislation that effectively denied the district the authority 
to manage, control, or administer the importation of water for the 
storage of groundwater. Nevertheless, the engineering services 
firm had created a draft PEIR by this time. As noted by the law 

The district did not disclose 
to the public the $2.75 million 
in transfers it made to the trust 
fund—it omitted $2 million from 
its public expenditure reports, and 
it reported $750,000 as a generic 
“legal services” expense.
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firm’s investigation, the district categorized this cost as a five‑year 
capital asset rather than as a litigation expense. The district’s 
decision to categorize the cost of the PEIR as an asset instead of as 
a litigation expense further demonstrates that the pending litigation 
exception described earlier did not apply and that the board 
violated the Brown Act when it established the fund. 

Table 6
Summary of Expenditures From the Central Basin Municipal Water District’s Legal Trust Fund

CONTRACTOR TOTAL AMOUNT PAID TYPE OF FIRM CONTRACTED SERVICES

HDR Engineering, Inc. $2,298,750 Engineering 
services 

To create a programmatic environmental impact report (PEIR) and to provide water 
resources consulting services.

Mark Fabiani LLC and 
CSL Strategies LLC

270,000 Strategic 
communications 

To provide advice, counsel, and litigation support regarding the representation of 
the district in various litigation and other related matters, including both ongoing 
and potential or anticipated litigation.

Matrix New World 
Engineering, Inc.

38,725 Engineering 
services 

To conduct a peer review of the PEIR.

Horvitz & Levy LLP 33,185 Law To conduct all necessary legal research and prepare and file in the California 
Supreme Court a letter asking it to depublish the Court of Appeal’s opinion in a 
lawsuit to which the district was not a party.

Irell & Manella LLP 25,000 Law To provide legal consulting services in connection with appellate proceedings in a 
lawsuit between the local replenishment district and local cities.

The Calderon Group 20,000 Consultant To provide advice and consultation services related to ongoing litigation, as well 
as to provide advice and/or settlement negotiation consultation concerning the 
storage and extraction of groundwater resources.

Fitzgerald 
Public Finance

15,625 Financial 
services 

To provide advice with regard to financial matters as needed related to ongoing 
litigation, as well as to evaluate financial implications and resources of the storage 
and extraction of groundwater for anticipated litigation.

Iverson, Yoakum, 
Papiano & Hatch

553 Law To provide advice with regard to legal matters related to ongoing litigation, as well 
as to evaluate an opinion on other legal issues involving litigation.

Total $2,701,838*    

Sources:  Accounting records, contracts, and other available documentation provided by the Central Basin Municipal Water District (district).

*	 The remaining balance of approximately $48,000 plus interest left in the trust fund after the final disbursement by the district’s outside legal 
counsel was transferred back to the district by the end of January 2013.

Finally, as a result of the board establishing the trust fund in 
closed session and not disclosing its actions to the public, 
the district incurred significant investigative and legal costs. 
Specifically, according to the district’s records, it has spent 
more than $500,000 on a law firm’s investigation and on legal 
costs related to a whistleblower lawsuit filed by a current board 
member. In particular, in 2013 a current board member who was 
not involved in establishing the fund filed a lawsuit under the 
California False Claims Act (CFCA) against certain former district 
contractors and employees pertaining to the establishment and 
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use of the trust fund.5 The purpose of the lawsuit is to recover the 
money transferred to the fund and to recover certain damages 
and expenses related to the district officials’ actions. As of 
November 2015 the outcome of this lawsuit was still pending. 

The District Did Not Consistently Use Competitive Bidding and May 
Not Have Received the Best Value for Its Expenditures 

The district did not consistently adhere to robust contracting 
policies and practices between fiscal years 2010–11 and 2014–15. 
Specifically, we found that the district did not adequately adhere 
to its own policies when it did not competitively bid 11 of the 
20 contracts we selected for review. Further, it used amendments 
to circumvent the competitive bidding process in four out of 
five additional contracts that we reviewed. When the district does 
not make full use of its competitive bidding process, it cannot 
ensure that it receives the best value for the public funds it awards 
and it increases the risk that its board members or staff will develop 
conflicts of interest with vendors.

The District Inappropriately Avoided Competitively Bidding Its Contracts

Competitive bidding is a vital component of the 
district’s contracting practices. The district states 
in its procurement policy that it is committed to 
obtaining the most reasonable value for the goods 
and services it purchases. Further, the district states 
that it will procure the services of consultants 
and contractors through a competitive bidding 
process. The text box describes the district’s 
competitive bidding requirements for services 
at different purchasing levels. When the district 
purchases services without using competitive 
bidding by entering into a contract with a singular 
or sole‑source service provider, it skips key steps 
in its vendor selection process. These steps, such 
as soliciting bids and evaluating vendors, help 
the district to ensure it meets its commitment to 
obtain the most reasonable value for its purchases. 
Figure 6 on the following page illustrates the 

5	 The CFCA permits private residents to initiate and prosecute false claims actions on behalf of the 
state or local government entity whose funds are at issue. Private suits under the CFCA are 
permitted as qui tam actions, in which prevailing private litigants are entitled to a percentage 
of the proceeds recovered as payment for their efforts in successfully prosecuting fraudulent 
claims against the government. The district declined to join the board member as a plaintiff 
in the lawsuit, and the board member is pursuing the lawsuit as a private resident on behalf of 
the district.

Central Basin Municipal Water District 
Procurement Authorization Requirements for 

Contracts for Professional Services

•	 Services up to $5,000 require a single price quote and 
purchase order approved by the department manager 
and the general manager.

•	 Services over $5,000 and up to $25,000 require an informal 
solicitation with at least three competitive proposals or 
quotes, a justification for the contract award, and a contract 
executed by both the general manager and the Central 
Basin Municipal Water District’s (district) general counsel.

•	 Services over $25,000 require a formal solicitation process 
and board approval prior to execution of the contract by 
the general manager and district general counsel. 

Source:  The district’s administrative code.
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district’s contracting process for obtaining services valued at greater 
than $25,000 and the critical stages in this process that the district 
bypasses when it chooses to use sole‑source contracts.

Figure 6
Summary of Key Stages in the Central Basin Municipal Water District’s Procurement Process for Professional 
Services Contracts Greater Than $25,000

A project manager identifies a need for professional 
services and informally discusses that need with the 
general manager.* The general manager will 
informally approve or deny the procurement.

IDENTIFY AND INFORMALLY JUSTIFY
CONTRACT NEED

The project manager prepares an
RFP for review and distribution for 
soliciting vendor proposals.

Staff evaluate vendor proposals based on the 
evaluation criteria in the RFP and interview 
the most qualified vendors. Subsequently, 
staff recommend the most qualified vendor 
to the board of directors (board) for its 
approval, before contract execution.

PREPARE AND ADVERTISE A REQUEST
FOR PROPOSAL (RFP) 

CONDUCT PROPOSAL EVALUATIONS
AND AWARD CONTRACT TO VENDOR

STAGE

1
STAGE

2

STAGE

3

A project manager authorizes invoices 
as work is completed. When the 
vendor's work is completed, district staff 
close out the contract.

MANAGE AND CLOSE OUT CONTRACT
STAGE

5

If approved by the board, the district's 
general manager and general counsel 
execute the contract with the vendor.

EXECUTE CONTRACT
STAGE

4

The Central Basin Municipal Water 
District’s (district) policies allow some 
exceptions to competitive bidding, such 
as when a vendor provides a unique 
capability that meets the district’s needs. 
This should be based on unique expertise, 
demonstrated competence, and 
qualifications. Further, the price for the 
services should be fair and reasonable. 
These contracts require board approval in 
a public meeting.

SOLE SOURCE: Skip to Stage 4

Sources:  The district’s administrative code, procurement procedures, interviews with district staff, and the California State Auditor’s observations 
during its testing of the district’s contracts. 

*	 The general manager can also be a project manager.

Despite a policy to competitively bid its contracts, the district 
frequently purchased services through sole‑source contracts, 
often without providing sufficient justification for circumventing 
the competitive bidding process. Specifically, 13 of the 20 district 
contracts we reviewed were sole‑source. The district’s procurement 
policy suggests that the district’s justification for using a sole‑source 
contract when purchasing services demonstrates either that a 
vendor has a unique capability that meets the district’s needs or that 
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it is an emergency. According to the district’s policy, the district 
should base the determination to award a sole‑source contract 
because of a unique need based on the vendor’s unique expertise, 
demonstrated competence, and qualifications. However, the district 
did not include adequate justifications for 11 of the 13 sole‑source 
contracts we reviewed. 

The district’s justifications for these 11 contracts did not contain 
all of the information its policy suggests its justifications should 
include. For example, in July 2012 a former general manager 
approved a sole‑source contract with the overall objective of 
providing professional assistance to the district’s public relations 
efforts and to support the district and board by creating the public 
perception that district staff are committed to the betterment of 
the community. The general manager at the time entered into this 
contract under his authority for an amount not to exceed $24,960. 
In his justification for the contract, he stated that communication 
with local agencies became strained two to three months earlier 
and a sole‑source contract was necessary because staff could not 
take the normal amount of time to solicit firms for this service. 
Similarly, in February 2013 a former public affairs manager justified 
a sole‑source contract not to exceed $9,000 for specialized media 
and public relations services by stating that the district was in a 
transitional period, had come under increased legislative and media 
scrutiny, and needed a crisis media expert immediately to assist 
with correcting misperceptions and misinformation. Neither of 
these justifications provided any description of the vendors’ unique 
expertise or demonstrated competence and qualifications, nor did 
they indicate an emergency. When the district does not adequately 
justify the reasons it enters into sole‑source contracts, it cannot 
demonstrate it received the best value for the services it procures 
and it leaves itself vulnerable to allegations of favoritism. 

Other public entities have more restrictive requirements for 
sole‑source contracts than the district. For example, the San Diego 
County Water Authority’s policy allows for noncompetitively bid 
procurements only when a contract’s requirements are so critical 
or call for such specialized expertise that only one source is capable 
of providing the services. State law also limits the circumstances 
under which a state agency may procure goods and services 
without a competitive bidding process. For example, a state agency 
can use a sole‑source contract in an emergency, when immediate 
acquisition is necessary for the protection of the public health, 
welfare, or safety. Further, the State Contracting Manual requires a 
department that awards a sole‑source contract to submit detailed 
information explaining why it circumvented the competitive 
bidding process, including its reasons for restricting the purchase 
to one vendor, the events leading to the purchase, a description of 
the vendor’s uniqueness, the consequences of not purchasing from 

The district did not include 
adequate justifications for 
awarding 11 of the 13 sole‑source 
contracts we reviewed.
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the vendor, market research to substantiate lack of competition, 
and an evaluation of other items it considered. By contrast, the 
policies the district had in effect since the beginning of our audit 
period suggested but did not require that it justify sole‑source 
contracts based on a vendor’s unique ability or based on emergency 
circumstances. When the district cannot clearly identify and justify 
its reasons for avoiding a competitive bidding process, it leaves itself 
vulnerable to allegations of favoritism. Moreover, it also cannot 
demonstrate that it is obtaining the best value for the services it 
purchases with public funds.

The District Inappropriately Used Amendments to Extend and 
Expand Contracts

The district’s inappropriate use of amendments to extend 
and expand contracts left it unable to demonstrate that it did 
not pay more than it should have for services. Although the 
district’s administrative code requires board approval of contract 
amendments that exceed the contract amounts the board originally 
approved, it does not offer guidance on the circumstances under 
which the district should amend an existing contract rather than 
use competitive bidding. According to the State Contracting 
Manual, a contract amendment that changes a contract’s original 
scope of services constitutes a noncompetitively bid contract award. 
It defines changes to quantity, pricing, and products as scope 
changes. Although we could not identify a similar district policy or 
process related to amendments that change a contract’s scope of 
work, the district’s current general manager stated that the district 
should reopen a contract to competitive bidding when the scope 
of work is so different that it constitutes a new project altogether. 
However, we noted instances in which the district appeared to 
circumvent the competitive bidding process by amending existing 
contracts to add new services. We also found an instance in which a 
former general manager failed to adhere to board instructions when 
amending a contract.

The district circumvented the competitive bidding process 
through contract amendments on several occasions during our 
audit period. In fact, we found that four out of five contracts with 
significant amendment histories that fell within our audit period 
contained amendments that the district could have opened for 
competitive bidding. For example, in October 2009 the district 
entered into a $920,000 contract with a nonprofit foundation to 
purchase and install 3,000 high‑efficiency toilets for residents of a 
city within the district’s service area. Four months later, however, 
the district amended the contract to include marketing and 
outreach services to the city’s residents to promote the program 
and educate the community about the city’s water conservation 

When the district cannot clearly 
identify and justify its reasons for 
avoiding a competitive bidding 
process, it leaves itself vulnerable to 
allegations of favoritism.
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efforts, and increased the contract amount by $27,400. Because 
these services are a separate product from purchasing and installing 
toilets, the district could have competitively bid these services. In 
another example, the board failed to competitively bid strategic 
planning duties for the 2010 strategic plan we discussed in 
Chapter 1. Specifically, the district engaged the services of a human 
resources consultant to provide various human resources work in 
October 2008. However, in November 2009 the board approved 
changing this vendor’s contract to include providing services 
related to strategic planning for the district’s management team and 
board—a separate work product from the original scope of work. 
Ultimately, the board never approved the strategic plan or ensured 
its proper implementation. When the district chooses not to use 
competitive bidding to purchase additional goods or services and 
instead adds them to existing contracts through amendments, it 
risks paying for services that are not the best value for the district 
and creates the appearance of favoritism when other potential 
bidders are not given the opportunity to compete. 

Because the district does not maintain and adhere to clear contract 
amendment policies, it risks spending millions of dollars on 
professional services of substandard value. Unaudited district 
records from the database it has used since 2012 indicate that 
the amendments it executed during the most recent three years 
of our audit period constituted a sizable portion of its contracts’ 
overall costs. Our review found that the district had 264 contracts 
that were active between July 2012 and July 2015. We calculate that 
during these three years, the district executed a total of 
134 amendments to 65 of these contracts. These 134 amendments 
increased the total cost of the associated contracts by roughly 
$14 million, from more than $15 million to almost $30 million. 
When the district avoids seeking competitive bids on new work 
and instead amends existing contracts, it increases the risk that it 
is spending millions of dollars on services that may not provide the 
best value.

We also identified an instance in our review of 20 contracts that 
were active between July 2010 and June 2015 in which the district 
mishandled an amendment. In April 2012 the board voted to 
amend a $36,000 contract with a consultant who provided public 
affairs and public policy outreach services, increasing the contract’s 
value by $6,000, and extending its term by two months. Although 
the contract’s total value after the amendment should have been 
$42,000, the general manager at the time did not adhere to the 
board‑approved changes and instead amended the contract by 
increasing its value by $42,000, for a total contract value of $78,000. 
He also increased the contract’s term by 14 months rather than 
two months. According to district records, the district ultimately 
paid the vendor $30,000 during the amended term of the contract, 

Between July 2012 and July 2015, 
the district executed a total of 
134 amendments to 65 of these 
contracts, increasing the total 
cost of the associated contracts 
by roughly $14 million to almost 
$30 million. 
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or $24,000 more than the amount of the amendment authorized by 
the board. According to district records, staff noticed this discrepancy 
in an audit of the district’s contracts and in February 2013 asked the 
board to retroactively approve the additional payments. Although 
the board later approved the payments, the initial mistake was a 
violation of the district’s administrative code that cost the district 
more than the original contract amount. 

The district can do more to ensure that it executes accurate 
amendments that its board has approved. For example, according 
to its administrative code, the San Diego County Water Authority 
requires its general manager to provide annual reports to the 
district’s board of directors on all the contracts and contract 
amendments greater than $10,000 made or awarded by the general 
manager. The San Diego County Water Authority’s administrative 
code states that the report must identify the original amount 
and term of each contract, its total number of amendments, its 
cumulative dollar value, and any extensions to its term. By requiring 
a similar report, the board could ensure that it has the opportunity 
to review the amendment history of contracts to identify errors in 
contract execution and to uncover instances in which the district 
could have used competitive bidding. 

The District Repeatedly Circumvented Competitive Bidding in Its 
Contract With One Firm

The district spent several million dollars on a contract with 
one firm—Pacifica Services Incorporated (Pacifica)—that 
exemplifies the concerns related to competitive bidding that we 
have previously described. According to its marketing materials, 
Pacifica is a professional consulting firm that specializes in 
providing engineering, environmental, and related management 
services to various clients, including private‑sector entities and 
federal, state, and local public agencies. In October 2007 the district 
entered into a $600,000 contract with Pacifica to perform a variety 
of activities that included assisting the district with recycled water 
operations, providing technical assistance for the district’s southeast 
water reliability project, and managing the district’s move to a new 
headquarters. However, the district did not use its competitive 
bidding process when it awarded this contract to Pacifica. Further, it 
subsequently amended the contract numerous times, in some cases 
changing the original scope of work. The contract ended in 2013.

When we reviewed the contract files and board approvals for the 
district’s original contract with Pacifica, we could not find any 
requests for proposals, Pacifica’s proposal, or other competitive 
bidding process documents that would accompany a competitively 
bid contract. When we asked the district’s interim engineering and 
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operations manager why the district did not get competitive bids 
for this contract, she stated that the district executed the contract 
before her employment. Other district staff we interviewed who were 
employed at the time of the contract’s execution also did not know 
why the contract was not competitively bid because they told us they 
were not directly involved with it. The district could not provide 
any evidence that the services procured from Pacifica were unique 
and that a sole‑source procurement was justified. Consequently, the 
district cannot demonstrate that it received the best value for 
the public funds it spent on the services in this contract.

The district ultimately amended its contract with Pacifica eight 
times, two of which we identified as opportunities to competitively 
bid as separate contracts. In October 2009 the district amended 
Pacifica’s contract, adding nearly $1.9 million to its value and 
18 months to its contract term so that Pacifica could provide 
project management services during construction of the district’s 
southeast water reliability project. The district had not specifically 
included this project in the contract’s original scope of work. 
Further, in July 2011 the district executed another amendment 
for $278,000 for engineering design, project management, and 
construction management services for new projects not included in 
the contract’s original scope of work. In fact, at the time it executed 
this amendment, the district recorded in the board’s action calendar 
that the contract’s original scope of work was nearing completion, 
which suggests that the district could have competitively bid for 
these services. When we asked the district’s interim engineering 
and operations manager about these amendments, she stated that 
she was not a part of the district’s management when Pacifica 
contracted with the district. Because the services the district 
covered in these two amendments could have been competitively 
bid as new contracts, the district cannot ensure that it received the 
best value for the more than $2.1 million it spent on them.

Moreover, circumventing competitive bidding processes can lead 
to the district developing inappropriate relationships that influence 
how it recommends and approves its contract awards. Early in 
2015 the Fair Political Practices Commission (FPPC) found that 
during the majority of the period of the district’s contract with 
Pacifica, the district’s former general manager accepted gifts from 
this contractor in excess of annual gift limits and failed to report 
to the public in a timely manner 31 gifts totaling approximately 
$3,500. These gifts included rounds of golf and a company holiday 
party. The FPPC further determined that the former general 
manager made, participated in, or attempted to use his official 
position to influence eight district decisions to award Pacifica more 
than $6 million in contracts. The FPPC also found that one of the 
district’s board members during this same time period committed 
similar violations by voting to approve these contract awards, 

In 2015, the FPPC found that the 
district’s former general manager 
accepted gifts from Pacifica in 
excess of annual gift limits and 
failed to report to the public in a 
timely manner 31 gifts totaling 
approximately $3,500.
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accepting gifts from Pacifica in excess of gift limits, and failing to 
report 28 gifts totaling approximately $4,400. The FPPC fined the 
former general manager and former board member $30,000 and 
$31,500, respectively, for the violations. 

The Pacifica contract and a subsequent legal settlement ultimately 
cost the district more than $5 million. By the time the district made 
its final payment to Pacifica in April 2013, district records indicate 
it had paid the firm nearly $4.2 million, or roughly $3.6 million 
more than the original contract amount. Further, in July 2013 the 
district sued Pacifica for fraud and misrepresentation. The district 
settled its dispute with Pacifica in June 2014 and agreed to pay an 
additional $875,000 to the firm. Because the district did not use 
its competitive bidding process when it awarded and amended its 
contract to Pacifica, it cannot know whether it received the best 
value for the services it purchased. Finally, neither the district 
nor the public can know to what degree the district’s decisions to 
enter into the contract and to add subsequent amendments were 
motivated by conflicts of interest rather than what was best for 
the district.

The District Has Poorly Managed Its Contracts and Did Not Always 
Follow Best Practices or Its Own Contracting Procedures

In addition to failing to use competitive bidding, the district often 
used procurement processes that did not follow best practices we 
identified from the State Contracting Manual, a global project 
management organization, and other water agencies. Further, 
it sometimes circumvented its own policies for managing its 
contracts. We noted that the district’s legal counsel did not always 
sign contracts when required to do so. When the district does not 
adequately manage its contracts, it increases the risk that it will 
pay for inadequate services, unnecessary services, or even services 
not rendered.

The District’s Management of Its Contracts Did Not Follow Best Practices

Although the district’s contracting processes should closely align 
with procurement and project management standards and best 
practices, they often have not. A global organization recognized for 
its development of standards for project management, the Project 
Management Institute publishes the Project Management Body 
of Knowledge (PMBOK), which provides guidelines for managing 
individual projects, including project procurements. According to 
PMBOK, an organization’s management of project procurement 
includes four processes: planning, conducting, administering, and 

By the time the district made 
its final payment to Pacifica 
in April 2013, district records 
indicate it had paid the firm 
nearly $4.2 million, or roughly 
$3.6 million more than the 
original contract amount.
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closing procurements. However, we noted numerous instances 
where the district did not conduct its procurements according to 
the best practices that PMBOK describes for these processes. 

For example, the district failed to include in many contracts’ scopes 
of work information that would allow it to effectively administer 
the contracts. The district’s procurement process calls for its 
project managers to develop a scope of work that clearly defines all 
expected tasks and deliverables for a proposed procurement; the 
scope of work should then form the basis for vendor solicitations 
and the contract. Similarly, PMBOK defines scope as the sum of 
the products, services, and results to be provided by a project. 
Although the district is not bound by the State Contracting Manual, 
the manual’s requirements further illustrate best practices in this 
area. According to the State Contracting Manual, a scope of work 
includes measurable results, timelines or progress reports, and an 
evaluation component. Nonetheless, we found that the scopes of 
work for 19 of the 20 contracts we reviewed did not include all 
of these elements.6 In fact, 15 of the 20 contracts did not contain 
any of these elements. Altogether, the 19 contracts constituted 
nearly $3.7 million the district awarded to vendors. 

When the district does not provide clear and concise language 
in its scopes of work, it increases the risk that it will not procure 
services of sufficient or relevant value. For example, in May 2011 
the district entered into a $36,000 contract with a consultant to 
provide public affairs and public policy outreach services. When the 
former general manager recommended to the board that it approve 
this contract, he stated that the district was looking to develop 
potential projects and agreements in the San Gabriel Valley area 
and that he believed this consultant provided the unique services 
for this endeavor. However, the scope of work in the contract 
the general manager executed did not contain any evaluation 
component; any timelines or required progress reports to inform 
the district of the consultant’s progress; or any specific results to 
measure the consultant’s performance, despite requiring a review 
after six months to determine whether to extend the contract term 
further. When we asked the district to provide us with any reviews 
or evaluations it performed that were related to this contract, it was 
unable to do so. After a subsequent amendment in June 2012, this 
contract ultimately cost the district $66,000. However, because the 
scope of work lacked any mechanisms that would enable the district 
to monitor and review the adequacy of the services the consultant 
provided, the district cannot demonstrate to its stakeholders that 
the costs it incurred for this contract provided any value.

6	 The remaining contract was a lease agreement for overflow parking. In our judgment, such 
an agreement does not need measurable results, timelines, progress reports, or evaluation 
components because there are no professional services being provided.

For 20 contracts we reviewed, 
15 did not contain any of the 
recommended elements of a scope 
of work—measurable results, 
timelines or progress reports, and 
evaluation components.
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In addition to the inadequate scopes of work in its contracts, the 
district could not always produce documentation demonstrating 
that it had verified vendors’ work products before approving their 
invoices for payment. As PMBOK indicates, project managers 
should monitor payments to vendors to ensure that they have met 
their contracts’ payment terms and that their compensation is linked 
to their progress, as defined in the contract. PMBOK emphasizes 
that one of the principal concerns when making payments to 
vendors is ensuring a close relationship between the payments and 
the work accomplished. The State Contracting Manual also notes 
that keeping an auditable paper trail of contract administration 
is a best practice, stating that departments are responsible for 
maintaining records in sufficient detail to allow anyone who reviews 
the documentation to understand how each procurement was 
requested, conducted, awarded, and administered. However, when 
we reviewed 30 invoices from the contracts that we had selected, we 
found 13 instances in which the district paid its vendors without 
sufficient evidence that they had provided the contracted services. 
For example, we identified nine invoices totaling about $125,000 
that the district paid in advance for work the consultants in question 
had not yet performed. These consultants’ contracts each indicated 
that the district would pay them after they rendered the services. 
When the district disregards legally agreed‑upon payment processes 
and approves invoices for services yet to be completed, it risks 
paying for substandard or incomplete services.

When we asked the current general manager about the issues we 
identified with the district’s contract administration, he stated that 
when the district split with West Basin Municipal Water District 
(West Basin) in 2006, West Basin kept most of its previously shared 
technical staff and projects. He further explained that Central 
Basin has historically tended to focus on public relations projects 
and contracts because the former general manager was a journalist 
by trade. He stated that, as a result, many employees have not 
had the necessary training to manage contracts and therefore do 
not know how to properly do so. The current general manager 
explained that the district is planning a comprehensive training on 
contract management, based on the Project Management Institute’s 
curriculum. Nevertheless, when the district does not effectively 
administer its contracts, it increases the risk that it will pay for 
inadequate services or even services never rendered.

The District Circumvented Other Established Procedures Related 
to Contracting

The district did not always follow its procurement policies when 
executing contracts between fiscal years 2010–11 and 2014–15. 
According to its administrative code, the district requires that 
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both the general manager and the district’s general counsel 
execute all procurements of professional services over $5,000. 
Further, the district’s administrative code requires the general 
manager to report all sole‑source contracts and contracts entered 
into under the general manager’s authority to the board’s finance 
committee, composed of two board members, on a quarterly basis. 
Nevertheless, we identified instances where the district violated 
each of these provisions. 

Specifically, three of the 20 contracts we reviewed did not include 
the general counsel’s signature, even though it was required in 
each case. If the district’s general counsel does not review contract 
language, the district risks engaging in contracts or contract terms 
that could lead to overpayments or lawsuits. For example, we 
found that one of the three contracts that lacked the general 
counsel’s signature resulted in the district settling with the vendor 
who had filed a lawsuit. Specifically, according to an email from 
a former general manager, in one case a former interim chief 
operating officer and the then‑board president entered into a verbal 
agreement with a law firm for $20,000 for investigative and legal 
services. The subsequent written contract, executed in March 2013, 
did not include a contracted amount and was not executed by the 
general counsel. When the district refused to pay more than 
the verbally arranged amount, the firm took the district to court, 
and the district eventually settled with the firm for a payment of 
more than $23,000. 

In addition, former district general managers did not always report 
certain contracts to the district’s finance committee. Specifically, 
former general managers did not correctly report seven of the 
20 contracts we reviewed to the finance committee. For example, 
in August 2012 the then‑general manager approved a contract with 
a consultant for services related to client relations and government 
affairs for an amount not to exceed $24,960. Although the general 
manager entered into a sole‑source contract for this procurement 
and executed it under his authority, he approved a report to the 
finance committee in October 2012 that stated the district had 
not entered any contracts under his authority or entered any 
sole‑source contracts from July through September 2012. 

When we asked the district’s contracts and procurement analyst 
(contracts analyst) why some contracts were not accurately reported 
to the finance committee during our review period, she stated that 
prior to July 2014 the former general managers were in charge of 
finalizing and submitting these reports. Based on our review of the 
reports, it appears the general managers did not always ensure that 
they were accurate. The contracts analyst explained that the district 
created a new report template and process, which it implemented in 
July 2014. Based on our review, we believe that if appropriately 

If the district’s general counsel does 
not review contract language, the 
district risks engaging in contracts 
or contract terms that could lead to 
overpayments or lawsuits.
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followed, this process, which now includes approval of the report by 
the finance director, should help ensure the accurate reporting of 
contracts to the finance committee in the future. Nevertheless, when 
district leaders enter into contracts without publicly reporting them, 
the district decreases transparency while increasing the opportunity 
for waste and fraud. 

The District Spent Funds on Purposes Unrelated 
to Its Mission That Likely Constitute Gifts of 
Public Funds

The California Constitution prohibits 
governmental agencies such as the district from 
making gifts of public funds. Rather, the district 
must use its public funds to carry out those 
purposes the Municipal Water District Law of 
1911 authorizes. The district may not spend public 
funds for purposes that do not return benefits 
to the district that are reasonably related to the 
laws under which the district was established. 

Allowable district expenditures are defined in the text box. 
Expenditures that do not demonstrate a clear relationship to the 
district’s purpose, which is to provide an adequate supply of water 
within its service area, constitute a gift of public funds.

Nevertheless, the district’s board members have spent thousands 
of dollars of district funds on purposes unrelated to the district’s 
underlying authority. The district’s current administrative code 
allows each board member to spend up to $3,000 annually for 
outreach‑related purposes in their respective divisions. For example, 
the district may sponsor programs, conferences, and events on 
behalf of a particular board member’s own choosing. However, 
our review of the district’s records found that the purposes for 
which the board members directed the use of the funds did not 
always clearly support the district’s authorized activities. For 
instance, on behalf of various board members, the district donated 
funds to golf tournaments, a legislative member’s breakfast panel, 
religious organizations, local high school sports programs, local 
pageants, organizations that feed those in need, car shows, and other 
purposes unrelated to providing an adequate supply of water in the 
district. In addition to these board member‑directed expenditures, 
the district also spent more than $9,000 on holiday turkeys in 
fiscal year 2012–13 to provide to organizations in the community, a 
purpose that is also unrelated to the district’s mission. As a result, 
these expenditures very likely constitute gifts of public funds. 

Allowable District Expenditures 

•	 An expenditure must serve a public purpose that is within 
the scope of the district’s jurisdiction and specific purpose.

•	 For an expenditure made to a private party, the district 
must receive consideration. 

Sources:  Golden Gate Bridge and Highway District 
v. Dale W. Luehring (1970) 4 Cal.App.3d 204, 84 and 
Robert E. Winkelman v. City of Tiburon (1973) 32 Cal. App. 
3d 834, 108.
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After we began our audit, the district updated its administrative 
code to clarify that the board members should use the $3,000 
allocated to each of them annually for purposes that promote 
discussion and educational activities for regional water 
conservation, water public policy, and water‑use efficiency issues. 
However, we fail to see the value of providing any district funds 
to board members to spend at their discretion, particularly 
because the board’s role is the governance of the district, not its 
administration. Further underscoring our point, the district already 
has a public affairs department whose responsibility is to inform 
community stakeholders about the district’s programs and the 
water issues that impact the region. 

The district’s current general manager agrees that the district should 
eliminate the board members’ outreach funds because they are 
difficult to administer and subject to potential abuse. For example, a 
neighboring water district, West Basin, also allocated outreach funds 
to its board members until early 2015, when its ethics committee 
recommended—based on an independent audit—that the district 
eliminate these funds. West Basin’s board approved the elimination 
of these funds after one of its board members accepted a plea bargain 
on charges of misuse of public funds in September 2014. Similar 
to West Basin, the district’s current general manager suggested to 
the board in April 2015 that it should eliminate the outreach funds; 
however, rather than eliminating the funds, the board members 
agreed to reduce them from $5,000—the amount each board 
member was authorized to receive during fiscal year 2014–15—to the 
current annual amount of $3,000.

The district has also spent an unreasonable amount of money on 
board member installation ceremonies that provided little or no 
benefit to the district. The current general manager stated that, 
in his experience, the practice in most of the Southern California 
region is for water agencies to swear board members into office 
at regular board meetings. In contrast, we found that the district 
has spent significant, and we believe unreasonable, amounts 
on its board member installation ceremonies. For instance, in 
January 2013 the district spent more than $6,500 on catering 
expenses and the equipment rental for an installation event for 
three board members. Further, the district’s records show that in 
January 2011 it spent more than $6,400 on catering expenses for 
an installation event for two board members. According to the 
district’s director of administration and board services, the district 
has budgeted as much as $10,000 per board member in the past 
when it has held these ceremonies off‑site, requiring the rental 
of a hall. Further, she stated that the district does not expressly 
limit the amounts it can spend on these ceremonies. The current 
general manager believes that board member installation ceremony 
expenses should be minimal and that a budget of $10,000 per board 

The district has spent unreasonable 
amounts on its board member 
installation ceremonies. In 
January 2013 it spent more than 
$6,500 on catering expenses 
and the equipment rental 
for an installation event for 
three board members.
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member is unreasonable. The district’s most recent installation 
ceremony—in December 2014 for two board members—cost less 
than $1,300. However, until it places reasonable and specified limits 
on these costs, the district risks spending unreasonable amounts on 
these ceremonies, which can undermine public confidence in its 
stewardship of the public’s funds.

Recommendations

To ensure it holds itself accountable to the public, the district 
should follow the law and operate in an open and transparent 
manner by, among other things, disclosing to the public the true 
nature and purpose of all of its expenditures. To ensure its board 
makes informed decisions on when it is proper to hold discussions 
and take votes in closed‑session meetings, the district should 
require its board members to attend training—as soon as possible 
and biennially thereafter—specifically focused on the Brown 
Act and its closed‑meeting requirements.

To make better use of the funds it spends on services, the 
district should amend its administrative code by June 2016 to 
limit its sole‑source contracts to emergency circumstances and 
circumstances in which only one vendor can meet the district’s 
needs. Further, before executing any sole‑source contracts, 
the district should require written justification demonstrating the 
reasons for not competitively bidding the services. The justification 
should include the background of the purchase, a description of 
the vendor’s uniqueness, an explanation of the consequences of not 
purchasing from the vendor, market research to substantiate a lack 
of competition, and an analysis of pricing and alternatives.

To ensure that it does not unnecessarily use amendments that limit 
competitive bidding for its contracts, the district should amend its 
administrative code by June 2016 to require that it rebid contracts if 
it significantly changes those contracts’ scopes of work, specifically 
the nature of the services or work products. 

To ensure its contract amendments reflect the authorization of the 
board, the district should revise its administrative code to require 
the general manager to submit a quarterly report to the district’s 
board detailing all its contracts, contract amendments, and contract 
and amendment dollar amounts.
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To ensure it receives the best value from its contracts, the district 
should do the following by June 2016:

•	 Adopt and implement a policy requiring that it include in all 
its contracts’ scopes of work specific, well‑defined deliverables, 
measurable results, timelines or progress reports, and 
evaluations of the contractors once they complete the work.

•	 Ensure project managers verify services were rendered before 
approving invoices for payment.

•	 Create processes for project managers to organize and retain 
contract files that include important documents such as vendor 
performance and deliverable verification and acceptance.

To ensure its employees are able to properly administer contracts, 
by September 2016 the district should follow through with its plan 
to require that staff responsible for project management attend 
training by a reputable trainer on contract management. 

To minimize its risk when contracting with vendors, the district 
should adhere to its administrative code and execute all contracts 
only after approval by its general counsel. Further, the district 
should amend its administrative code to prohibit engaging in a 
verbal contract. Finally, the district should continue to report to its 
finance committee all sole‑source contracts and contracts entered 
under the general manager’s authority.

To ensure its expenditures do not constitute gifts of public funds, 
the district should do the following:

•	 Immediately eliminate its allocation of funds to individual board 
members for community outreach.

•	 Develop policies that specify limitations on the types of activities 
it will sponsor in the future to ensure that it funds only those 
organizations whose activities have a direct link to its authorized 
purposes. For example, it should eliminate its purchase of 
holiday turkeys.

•	 Revise its administrative code by June 2016 to include more 
specific guidance as to what constitutes a reasonable and 
necessary use of public funds. The guidance should establish 
restrictions on the amount spent for board member installation 
ceremonies. It should also include a process for the district to 
ensure that expenses are reasonable and necessary before it 
pays them.
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Chapter 3

THE CENTRAL BASIN MUNICIPAL WATER DISTRICT DID 
NOT ALWAYS FOLLOW ESTABLISHED HIRING POLICIES 
AND NEEDS TO ENSURE CERTAIN BENEFITS AND 
EXPENDITURES ARE APPROPRIATE

Chapter Summary

The Central Basin Municipal Water District (district) did not always 
follow its policies for hiring employees. For example, it did not use 
a competitive process to hire certain former staff members, which 
led it to employ individuals who did not possess the necessary 
qualifications for their positions. In one instance, the district paid 
more than $22,000 for an employee to obtain a bachelor’s degree 
when the high‑level position for which he was hired required him 
to already have one. Further, the district’s board of directors (board) 
improperly hired another employee for a position that it never 
formally created and that appears to have been unnecessary for 
district operations. In addition, the district did not always conduct 
annual performance evaluations as its administrative code requires. 

Although the district’s compensation for its staff and board 
generally appears reasonable, we found that some of the benefits 
it offers may be overly generous. Specifically, it provides board 
members with full health benefits, even though their work is 
essentially part‑time. It also pays its board members a generous 
automobile allowance. Finally, we found multiple instances in which 
it paid for unreasonable travel and meal expenses for both its board 
members and staff.

The District Has Hired Some Unqualified Staff and Failed to Perform 
Regular Performance Evaluations

Although the district has established appropriate policies related 
to hiring employees, it did not always follow them. Specifically, it 
hired individuals who did not meet the minimum qualifications 
for their positions. It also created a new position without following 
its approved process, which includes board authorization. Further, 
in some instances, it incurred unnecessary expenses because of its 
failure to follow its hiring policies. For example, the district violated 
its policies when it prepaid more than $22,000 for a new employee to 
complete his bachelor’s degree when such a degree was a minimum 
qualification for the position; this individual subsequently was laid 
off by the district before completing his degree. Additionally, the 
district’s administrative code requires it to provide employees with 
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performance evaluations every fiscal year and generally to base their 
raises on performance. However, we found the district did not always 
perform these required evaluations.

The District’s Failure to Follow Its Policies Led It to Hire Some 
Unqualified Staff

The district failed to follow its policies for hiring employees in 
several instances during our audit period from July 2010 through 
June 2015. State law gives the board the authority to hire the 
general manager and gives the general manager full power and 
authority to employ and discharge all other employees, with certain 
exceptions. The district’s administrative code states that the district 
must use a competitive process for hiring employees that is based 
on their qualifications and ability. It also outlines the use of an 
interviewing panel for senior manager positions. Further, the district 
maintains job descriptions that detail the minimum qualifications 
job applicants must possess before being hired. However, in our 
review of the hiring process for individuals in certain positions, 
we identified four instances in which the district did not follow 
its established policies when hiring staff, as shown in Table 7. The 
district’s failure to follow its hiring policies resulted in legal disputes 
and caused it to incur unnecessary expenses in salary and benefits.

Table 7
The Central Basin Municipal Water District’s Failure to Adhere to Its Hiring Process for Four Selected Positions

POSITION DATES OF EMPLOYMENT

FINAL APPOINTMENT 
MUST BE MADE BY THE 

GENERAL MANAGER, 
BUT THIS PROCESS WAS 

NOT FOLLOWED

CENTRAL BASIN MUNICIPAL 
WATER DISTRICT (DISTRICT) 

DID NOT FOLLOW A 
COMPETITIVE HIRING PROCESS

THE INDIVIDUAL WAS 
UNQUALIFIED

THE POSITION WAS NOT 
APPROVED BY THE BOARD 

AS REQUIRED

Interim chief 
operating officer

October 2012 through 
January 2013

NA  

Business development 
manager

April 2011 through 
July 2013

   

Assistant to the 
general manager

December 2012 
through January 2013

 

Public affairs manager December 2012 
through March 2013

  

Sources:  California State Auditor’s analysis of minutes from the district’s board meetings, the district’s administrative code, its human resources 
records, and interviews with the district’s human resources director.

NA =  Not applicable.

Although the district’s current senior managers meet the 
qualifications required for their positions, the district hired certain 
individuals in the past who did not possess bachelor’s degrees in 
the fields their positions required. For example, in 2010 the board 
created a business development manager position. Although the 
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position required a bachelor’s degree, the resume of the individual 
the district hired for the position in April 2011 shows that he did 
not possess one. The individual’s annual salary—nearly $113,000 
by the time of his layoff in July 2013—made him one of the highest 
paid senior managers at the district, despite his not meeting his 
position’s minimum qualifications.

The district further violated its policies when it paid in advance 
for this individual’s education. As a condition of the business 
development manager’s employment, the district required him 
to pursue and complete a bachelor’s degree. Nevertheless, the 
district hired and continued to employ him for more than a year 
without his having such a degree. He eventually requested that 
the district pay his registration, tuition, and fees to obtain the 
required degree. Although these costs totaled more than $22,000, 
the district violated its administrative code by paying the amount 
in advance of the individual successfully completing any of the 
required coursework. Specifically, the district’s administrative code 
allows it to reimburse individuals for only 90 percent of the cost of 
college courses and then only upon the individuals’ completion 
of the courses with a passing grade. However, according to course 
records he provided to the district, this employee did not begin his 
coursework until after the district made the payment for his entire 
degree program, and he did not complete the program while he 
was employed by the district. According to the director of human 
resources, the former general manager authorized this payment at 
his own discretion. 

In July 2013—a little more than two years after hiring the business 
development manager—the district eliminated the position and laid 
off the individual. The director of human resources explained that 
the district did not seek reimbursement from him because he did 
not leave the district voluntarily. Regardless, the district hired this 
individual in violation of its own policies and then inappropriately 
paid his tuition and fees. 

The district also hired another individual for a high‑level position 
who did not meet that position’s minimum qualifications. Specifically, 
in September 2012 the board approved the October hiring of an 
interim chief operating officer who, according to his resume, did 
not hold a bachelor’s degree in business management, business 
administration, engineering, or public administration as the position 
description required. Rather, his resume indicated that he attended 
college and studied Latin American studies and general education. 
Also, according to the director of human resources, the district did 
not follow a formal recruitment process for this individual and thus 
cannot demonstrate that it used a competitive process to hire him.

The district hired an individual for a 
senior management position who 
did not meet the position’s 
minimum qualifications.
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Further, the board did not follow the appropriate hiring process when 
it approved the hiring of an assistant to the general manager in 
December 2012. This appointment violated the district’s policies in a 
number of different ways. First, the district’s administrative code 
provides the general manager with authority over appointing and 
terminating subordinate employees. Nonetheless, in December 2012 the 
board voted in closed session to approve the hiring of an individual for 
the position of assistant to the general manager, with an annual salary 
of about $98,000. In addition, the administrative code requires the 
district to follow a competitive process when hiring district employees 
and states that the general manager must make the final appointment 
for senior manager positions based in part on the recommendations 
of an interviewing panel. However, according to the director of human 
resources, the board did not use any competitive process or perform 
any interviews when hiring for this position. 

The board also violated district policy by hiring the assistant to the 
general manager without having previously approved the creation 
of the position. According to the district’s administrative code, the 
general manager must propose a labor budget to the board for its 
approval each year. The director of administration and board services 
acknowledged that the assistant to the general manager position was 
not in the district’s labor budget at the time the board approved the 
hiring of the individual for this position. By not following the district’s 
administrative code, the board risks hiring and paying an individual to 
fill a position for which the district has not budgeted sufficient funds. 
Further, the current general manager believes that such a position is 
unnecessary for an office of the district’s size. 

The board’s approval of hiring the assistant to the general manager 
was only one of two instances in which it did not follow the 
administrative code as it relates to hiring employees that occurred 
in the same month. Specifically, in the same closed session in 
December 2012, the board appointed a public affairs manager without 
following a competitive hiring process. The district terminated both 
this individual and the assistant to the general manager less than 
three months after their appointments. 

Two of these hires resulted in legal disputes, while another caused 
it to incur unnecessary expenses in salary and benefits. Subsequent 
to their dismissal, the former interim chief operating officer and 
the former assistant to the general manager filed two lawsuits 
and one made a demand for additional claims against the district 
for wrongful termination and retaliation. The district signed 
settlement agreements with the former interim chief operating 
officer for $80,000—which the district’s insurance paid—leaving 
one remaining lawsuit still pending. Furthermore, the district paid 
the former assistant to the general manager more than $6,000 in 
salary and benefits for less than one month of employment in an 

By not following the district’s 
administrative code, the board 
risked hiring and paying an 
individual to fill a position for 
which the district had not budgeted 
sufficient funds.
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unapproved position that was likely unnecessary. Finally, if the 
district had hired a business development manager with the requisite 
degree, it would not have incurred the more than $22,000 in 
education expenses described previously.

To avoid similar situations in the future, the board approved 
changes to the district’s administrative code in July 2015 that 
expressly prohibit board members from participating in any aspect 
of its employment and personnel matters except those pertaining to 
the general manager. The director of human resources confirmed that 
these changes were made to address the issues created by these past 
board decisions. At the same time, the board also approved changes 
to the administrative code to create a specific requirement for it to 
approve employee positions and classifications as part of its review of 
the general manager’s proposed labor budget. Nevertheless, the board 
and the district must follow these and all other established policies 
if they are to avoid the risks associated with hiring individuals in a 
manner that is inconsistent with the district’s administrative code.

The District Did Not Consistently Evaluate the Performance of Its 
Senior Managers

The district did not consistently review its senior managers’ 
performance, and it issued raises to some of these employees 
without having completed the required evaluations. The district’s 
administrative code specifies that district employees will receive 
performance evaluations each fiscal year in May. Further, the code 
notes that the evaluating manager will review each employee’s 
compensation and will base decisions regarding raises on performance. 
However, the district did not provide some of its managers with the 
required performance evaluations. We reviewed the performance 
evaluations of six senior managers employed continuously by the 
district from fiscal year 2010–11 through fiscal year 2013–14 and 
expected to find a total of 24 performance evaluations for the 
four fiscal years. Instead, we found the district had completed only 
14 evaluations and did not perform the other 10. Nonetheless, during 
this same time period, the district provided raises to most of these 
managers without the corresponding required evaluations. Although 
district policy allows for merit increases between evaluations, the 
policy states that such increases are rare.

According to the district’s director of human resources, the 
district’s former general managers were responsible for completing 
the necessary evaluations but failed to do so. She explained that the 
former general manager, who began his service in May 2013, 
believed he did not have a basis for evaluating senior managers in 
that year. She also stated that the former general manager in fiscal 
years 2010–11 and 2011–12 simply did not complete many of the 

In July 2015, the board approved 
changes to the district’s 
administrative code that prohibit 
board members from participating 
in any aspect of its employment 
and personnel matters except those 
pertaining to the general manager.
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evaluations he was required to perform. Nevertheless, if it fails 
to provide regular performance evaluations, the district risks not 
identifying and correcting concerns with performance in a timely 
manner. Further, the district may provide raises to individuals 
whose performance does not merit a pay increase. 

Although the District’s Compensation for Its Board Members and 
District Managers Is Generally Reasonable, Some of the Benefits It 
Provides Board Members May Be Overly Generous

The district provides compensation and benefits to its board 
members and staff that are generally reasonable; however, benefits 
may be excessively generous in some cases. Board members receive 
payment for days on which they attend meetings or certain other 
events related to district business, such as conferences, a monthly 
automobile or transportation allowance for the use of their personal 
vehicles, and an allowance for their personal communication devices. 
Although they are not full‑time employees, they also receive many 
of the same benefits as full‑time staff at the district, including fully 
paid medical, dental, and vision insurance for themselves and their 
dependents. We noted that although some water agencies provide 
benefits to their board members, others do not; given that fact, the 
district could reconsider the necessity and reasonableness of some of 
the benefits it provides to its board members. 

Although the District’s Per Diem Compensation for Its Board 
Members Is Slightly Above the Average Provided by Other Water 
Districts, Its Senior Managers’ Salaries Are Below Average

The district’s payments to its board members are above average 
relative to those provided by comparable water agencies but do not 
appear unreasonable. State law allows water districts to compensate 
their board members by paying them for the days they attend board 
meetings and the days they render services by request of their 
respective boards of directors. The district’s administrative code 
refers to these payments as per diems. The district’s administrative 
code authorizes board members to claim a maximum of 
10 per diems each calendar month, although any board member 
who also serves as a representative to the Metropolitan Water 
District of Southern California may claim an additional 
10 per diems for meetings associated with that agency. According to 
a 2014 district compensation survey of 10 municipal water agencies, 
the district’s per diem of approximately $233 was the third highest 
of the 10 agencies. The district’s survey noted that per diems ranged 
from $150 at the San Diego County Water Authority to roughly 
$241 at the Western Municipal Water District, with a median 
per diem of about $206. Although the district’s per diem is about 
13 percent above the median, it does not appear unreasonable.

Although board members are not 
full‑time employees, they receive 
many of the same benefits as 
full‑time district staff, including 
fully paid medical, dental, and 
vision insurance for themselves 
and their dependents.
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In total, the district may spend up to about $200,000 annually 
on board members’ per diems. According to the director of 
administration and board services, the district uses this amount 
when creating its annual budget. Table 8 shows the total per diem 
payments the district made to all of its board members in each of 
the last five fiscal years.

Table 8
Summary of the Central Basin Municipal Water District’s Per Diem Compensation to Its Board of Directors 
Fiscal Years 2010–11 Through 2014–15

BOARD MEMBER
DIVISION 

REPRESENTED 2010–11 2011–12 2012–13 2013–14 2014–15
TOTAL FOR 
FIVE YEARS

Edward Vasquez Division I $26,348 $27,048 $13,524 –  – $66,920 

James Roybal Division I  –  –  13,524 $27,048  $27,980  68,552 

Robert Apodaca Division II  22,851  24,716  27,514  30,079  27,747  132,907 

Arturo Chacon Division III  18,654  20,053  19,353  21,918  21,918  101,895 

Rudy Montalvo Division IV  24,949  26,115  9,560  –  –  60,624 

Leticia Vasquez Division IV  –  –  20,752  55,494*  37,074  113,321 

Phillip Hawkins Division V  31,759  31,245  23,783  21,918  24,716  133,421 

Totals $124,561 $129,177 $128,010 $156,457 $139,435 $677,640 

Source:  The Central Basin Municipal Water District’s (district) financial records.

*	 In fiscal year 2013–14 Leticia Vasquez’s per diem compensation was larger than that of any board member in any other fiscal year. During this fiscal 
year, she attended meetings as both a district board member and a member of the Metropolitan Water District of Southern California, and the total 
per diem compensation she received was within legally allowed limits.

While the district’s per diems for board members appear 
reasonable, the salaries it pays its senior managers are lower than 
those certain other water agencies pay. State law allows the district 
to hire staff as needed to conduct the district’s business. As we 
previously discussed, the general manager must submit salary 
classifications and a labor budget to the board for its approval each 
fiscal year. The general manager then sets the individual salaries of 
staff. We conducted a review of salary data from the California State 
Controller’s Office (State Controller) and found that the district’s 
current pay for senior managers overall is lower than that at certain 
other water agencies, which may in part reflect the fact that it has 
the smallest number of staff. For example, as shown in Table 9 
on the following page, the maximum salary for the water resources 
manager at the district was just under $125,000 based on data 
from 2013, which were the most recent available and complete 
data as of the end of September 2015. This amount is below the 
average maximum salary of roughly $157,500 for the five agencies 
we reviewed. The district’s director of human resources has also 
conducted past surveys indicating that the district’s salary ranges 
for its senior managers were generally below average.
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Additionally, based on information as of September 2015 from 
the websites of the four other agencies we reviewed, the current 
salary of the district’s general manager—$220,000 annually—is 
less than the general managers’ salaries for the four other agencies 
we reviewed. The board hires the general manager and negotiates 
an employment contract with that individual. The fact that the 
current general manager’s salary is less than that of the other 
agencies we reviewed is not surprising given that the district has 
the least number of full‑time staff. For example, the Municipal 
Water District of Orange County reported on its website as of 
September 2015 that its general manager receives a salary of nearly 
$238,000 but manages 30 full‑time staff members as opposed to the 
district’s 23 staff. The survey the district conducted indicates that 
its general manager’s salary is 7 percent below that of the average of 
seven other water agencies. 

Some of the Benefits the District Pays to Board Members May Be Overly 
Generous, but Its Staff Benefits Are Reasonable

The district spends tens of thousands of dollars annually providing 
benefits to board members that appear to be excessively generous, 
especially given that the board members’ work is essentially 
part‑time. State law allows district boards to approve benefits 
in addition to the per diem we previously described as long as 
the amounts of most benefits do not exceed those that their 
staff receive. The district’s administrative code states that board 
members and their eligible dependents may receive medical, dental, 
and vision health care coverage and that the district will contribute 
to their insurance premiums in an amount it determines yearly. 
However, for most benefit categories, the district contributes the 
maximum possible—it pays all of the costs for board members’ and 
their dependents’ medical, dental, and vision coverage, as well as 
for their $10,000 life insurance policies. As of 2015 the cost for a 
board member’s medical, dental, and vision premiums with family 
coverage could be as much as approximately $2,000 per month. In 
addition, the district contributes a maximum of between $4,000 
and $12,000 each year to each board member’s health expense 
reimbursement account, with the maximum determined by the 
board member’s number of dependents. The board member can 
use this account to pay for any eligible out‑of‑pocket health care 
expenses not fully covered by the insurance policies. Overall, these 
benefits are equivalent to those the district provides to its full‑time 
employees. The only exceptions are that the employees receive 
greater life insurance and disability insurance benefits. 

Although state law does not prohibit the district from providing 
full‑time benefits to board members for part‑time duties, we 
believe that it risks providing benefits that are overly generous. 

Board member benefits are 
equivalent to those the district 
provides to its full‑time employees, 
with the exceptions of life insurance 
and disability insurance benefits.
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In reviewing the most recent compensation data from the State 
Controller for 2013, we noted that the majority of water agencies’ 
board members in California do not provide any health benefits to 
their board members. For example, according to the websites of the 
Santa Margarita Water District and South Coast Water District, 
they do not provide board members any health, life, or retirement 
benefits. Based on district accounting records, the district spent 
more than $70,000 on medical, dental, vision, and life insurance 
benefits for board members in fiscal year 2014–15. According to the 
district’s director of human resources, the board has reviewed its 
benefit compensation during its annual budget review but has not 
voted to make any significant changes.

In addition to benefits, the district’s administrative code allows it to 
pay board members a $600 monthly automobile or transportation 
allowance that is significantly more generous than what other 
water agencies offer. Currently all board members receive this 
monthly benefit as reimbursement for any vehicle expenses they 
incur while conducting district business.7 According to a survey 
another water district in Southern California conducted regarding 
the compensation and benefits selected water agencies provided 
to their board members in 2014, most water agencies reimburse 
board members for mileage only, and the two agencies that reported 
providing automobile allowances offered much lower amounts. 
Specifically, Upper San Gabriel Valley Municipal Water District 
reported an automobile allowance of $335, and West Basin Municipal 
Water District reported an allowance of $411. According to district 
records, it paid nearly $36,000 to board members for the automobile 
or transportation allowance in fiscal year 2014–15. The director of 
human resources stated that the district has not formally considered 
a proposal to change the automobile allowance to a mileage‑based 
system. Further, in the past the district provided its automobile 
allowance without requiring proof that board members possessed 
valid California driver’s licenses and carried automobile insurance. 
However, the district updated its administrative code in July 2015 to 
ensure board members demonstrate they have a valid driver’s license, 
automobile insurance, and an acceptable driving record.

Finally, the district pays board members compensation for the 
use of their personal communication devices. Until July 2015 the 
administrative code allowed board members to receive this benefit 
in an amount the board determined. In July 2015 the district revised 
its administrative code by fixing the amount at $200 per month. 
In fiscal year 2014–15 district records indicate that it paid a total 
of $12,000 to its board members for the yearly communications 

7	 According to the district’s administrative code, board members who are unable to drive due 
to a qualifying disability may use the automobile or transportation allowance for alternative 
transportation expenses if they provide medical certification on an annual basis.

The district’s administrative code 
allows it to pay board members 
a $600 monthly automobile or 
transportation allowance that is 
significantly more generous than 
what other water agencies offer.
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allowance, or an average of $2,400 per board member. However, 
the director of human resources confirmed that during the 
past five years the district has not conducted an assessment to 
determine whether this amount was necessary or reasonable. 
Without conducting an analysis of the need for a communications 
allowance, the district cannot be certain whether the amount it pays 
is appropriate.

In contrast to the benefits the district provides to its board 
members, the benefits that its pays to its staff appear reasonable 
given their full‑time status and salary levels. For example, full‑time 
district employees receive the same medical, dental, vision, and 
health reimbursement account benefits as board members. 
However, staff also receive other benefits, including short‑ and 
long‑term disability insurance coverage and life insurance policies 
for up to $150,000, for which the district pays the premiums. Staff 
also participate in the State’s pension program, under which retirees 
can receive a percentage of their final compensation as retirement 
benefits. Although the general manager receives a communication 
allowance and an automobile allowance, other staff—unless 
approved by the board—do not receive such allowances. However, 
the district reimburses them for mileage when on district business, 
and senior managers receive cellular phones for business use. 
Additionally, in the most recent district survey of employee salaries 
and benefits conducted in 2012, district salary ranges for 11 of 12 of 
the positions compared, excluding the general manager, were at 
or below the median of the ranges reported by eight nonunion 
agencies with fewer than 300 employees. Although the district’s 
salaries for nearly all of its staff are reportedly lower than those at 
other water agencies, the director of human resources told us that 
the district’s benefits have generally been effective in retaining staff, 
but have not been as effective for recruiting new staff following the 
statewide pension reforms in 2013. She explained that she plans to 
conduct a salary and benefits survey with the help of a consultant 
by the end of 2016. 

The current general manager participates in district‑sponsored 
benefit plans, including medical, dental, and vision, at the same 
level as other staff. However, the district has entered into contracts 
with past general managers that have provided for additional 
benefits beyond those the district provides to its staff. Because the 
board negotiates the general manager’s compensation separately 
from the staff ’s compensation, it has the ability to make such offers. 
For example, in 2011 the board approved a new contract for the 
then‑general manager that included the district contributing about 
$158,000 over three years to his retirement account. According to 
district records, it paid $99,000 into this account, the maximum 
allowed during 2011 and 2012, before the general manger retired in 
October 2012. The district’s records indicate that it then paid him 

The district has entered into 
contracts with past general 
managers that have provided for 
additional benefits beyond those 
the district provides to its staff.
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the remaining $59,000, plus roughly $34,000, which, according 
to the director of human resources, was to offset his taxes on 
the remainder, as allowed for by the provisions of his contract. 
Further, in 2013 the board approved a contract with its then‑general 
manager that included the offer of lifetime retiree health benefits 
to the general manager and his spouse if he remained with the 
district for five consecutive years. However, he remained with 
the district for only about 17 months and did not receive the 
lifetime retiree health benefits. We observed similar provisions 
in two other comparable districts’ contracts with their respective 
general managers. Nevertheless, according to the director of human 
resources, instead of contributing to the former general manager’s 
retirement, additional consideration could have been given to 
negotiating a higher salary. 

The District Has Made Questionable and Inappropriate Expenditures 
for Travel and Meal Costs

In our limited review of the district’s expenditures, we identified 
instances in which the district paid amounts for travel and meal 
expenses in excess of what we consider reasonable. For example, 
we found instances in which the district paid travel expenses for 
board members and employees to attend conferences and seminars 
having no clear connection to its mission or purpose. In addition, 
when we reviewed six flight expenses, we found that three included 
higher‑class airfares than the district’s policies allow. Moreover, 
the district often paid for expenses that exceeded the meal 
reimbursement limits that the Internal Revenue Service (IRS) has 
established and, to the extent these meal expenses were incurred 
by board members, they violated state law. Further, the district paid 
for business meals that it could have avoided by holding meetings at 
its office. When the district pays for unreasonable travel and meal 
expenses, it wastes public funds.

Although the district’s administrative code states that it will only 
allow payment for travel and other expenses that are reasonably 
necessary to represent its interests and objectives, we identified 
instances in which the district did not ensure its payments for travel 
were necessary or prudent. As shown in Table 10, we found that 
the district pays expenses for board members and staff to attend 
conferences and seminars unrelated to its responsibilities, let alone 
water policy. For instance, the district paid for board members to 
attend a legislative caucus related to another state’s immigration 
law. It also paid for one of its general managers to attend a 
scholastic press association seminar. We believe that these expenses 
had no direct connection to furthering the district’s mission and 
that the district’s payment of these costs demonstrates that it did 
not use public funds in a reasonable manner. 

We identified instances in which the 
district paid amounts for travel and 
meal expenses in excess of what we 
consider reasonable.
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In addition, the district’s administrative code requires board 
members and staff to exercise sound judgment when traveling 
in order to incur reasonable costs to the district. However, as 
shown in Table 10 on the previous page, we identified occasions 
when district representatives did not take appropriate steps to 
ensure the reasonableness of the district’s costs. For example, 
the code requires travelers to fly coach or an equivalent class 
unless otherwise justified, such as when a traveler has a physical 
disability or for prolonged travel in excess of four hours. However, 
three of the six airfare expenses we reviewed included higher‑class 
airfares, which often include privileges such as priority boarding 
and premium beverages, for short flights between the Los Angeles 
region and Sacramento. Additionally, state law requires board 
members traveling on business for the district to use the group 
or government rate for lodging when available or, if not, to obtain 
board approval in a public meeting before the expense is incurred. 
The district’s administrative code also requires the district’s staff 
to use the government or group rate when possible. However, our 
review of 20 lodging expenses found that the majority—14—lacked 
any documentation that the travelers had used one of the rates 
prescribed by state law or the district’s administrative code. Finally, 
in 2011 the district reimbursed a board member for the cost of a 
car he purportedly rented while attending a water conference in 
Las Vegas. However, according to the car rental agreement and 
receipt, another individual who was not a representative of the 
district rented the vehicle. Other than a signed note from the 
board member claiming that he rented the car, the expense claim 
lacked any documentation showing that the board member had 
actually paid for the rental car. As a result of these incidents, we 
are concerned that the district is paying travel expenses for its 
board members and staff without ensuring that those expenses are 
reasonable and necessary.

In addition, we found that the district often paid for inappropriate 
and questionable meal costs for board members, employees, and 
others. As shown in Table 11, we found that the district often paid 
for meals in excess of IRS limits and, to the extent these meal 
expenses were incurred by board members, they violated state law. 
In addition, the district paid for meals in the local area for meetings 
that participants could have held at its office, thus avoiding such 
costs. Finally, the district paid for meals to third parties which, 
based on state law and California Attorney General opinions, we 
believe were not permissible.

Our review of 20 lodging expenses 
found that the majority—14—
lacked any documentation that 
the travelers had used one of the 
rates prescribed by state law or 
the district’s administrative code.
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Further, until recently, the district did not address a 
recommendation that it establish meal expense limits. Specifically, 
in 2011 the district’s external auditor at the time recommended the 
district set limits on the costs of meals, whether incurred locally or 
while traveling. The district disagreed with this recommendation, 
stating that some district business required travel around the 
country, which made setting limits on meals difficult because 
of cost variances between cities, states, and regions. However, 
we disagree, particularly given that the federal government has 
established meal rate limits for its employees that vary by city and 
that California sets a fixed meal reimbursement limit for state 
employees regardless of where they travel within the United States. 
Moreover, we believe that by failing to implement the external 
auditor’s recommendation, the district missed an opportunity 
to demonstrate to the public that it was spending its funds in a 
prudent manner. After we began our audit work and raised these 
concerns with district staff, the district finally adopted meal cost 
limits in July 2015 that are comparable to the IRS’s established rates. 
The district’s new limits apply to both board members and staff. 

Finally, board members have consistently violated state law by 
failing to report back to the board on meetings or conferences they 
attend at the district’s expense. Both state law and the district’s 
administrative code require a board member who travels to a 
meeting or a conference at the district’s expense to make a brief 
oral or written report to the other board members at the board’s 
next regularly scheduled meeting. Our review of 12 conferences 
attended by board members between July 2010 and June 2015 at 
the district’s expense found no evidence in half of these instances 
that board members provided the required reports at the 
subsequent board meetings. When board members do not provide 
these required reports, they deprive other board members and 
district officials of the opportunity to learn from their experiences, 
and they also fail to justify to the public the value of the expenses 
they incurred. 

Recommendations

To ensure it considers the most qualified candidates for positions, 
the district should follow its established hiring policies. Specifically, 
it should use a competitive hiring process and ensure that its 
board first formally approves all positions for which the district 
recruits. Further, the district should consider for employment only 
individuals who meet the established minimum qualifications for 
the positions for which they have applied. If the district believes 
certain qualifications are not necessary for a position, it should 
indicate in the position description that such qualifications are 
desirable but not required.
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To ensure that it does not inappropriately grant undeserved raises 
to its staff, the district should follow its policy to provide annual 
performance evaluations to all employees.

To ensure it is efficiently using its resources, the district should do 
the following:

•	 Eliminate its board members’ automobile or transportation 
allowances and instead reimburse them based on their business 
mileage or transit use. 

•	 Periodically analyze and, beginning in June 2016, report to the 
board whether all elements of its board member compensation, 
including health and related benefits, are appropriate and reflect 
the common practices of special districts. 

•	 Adopt a policy that its general managers will participate in 
benefits at the same level as district staff and that the board will 
negotiate the general managers’ contracts on the basis of salary 
and not other benefits, such as retirement.

To ensure that its travel expenses are reasonable and necessary, the 
district should take steps, such as issuing a clarifying memorandum 
or providing additional training, to ensure all board members and 
staff, especially those who process reimbursement claims, are aware 
of what the district considers to be proper expenses incurred while 
traveling, including only paying for the following:

•	 Air travel that is coach or an equivalent class. 

•	 Meetings and conferences that have a direct connection to water 
policy or the district’s mission. It should update its list of such 
preapproved meetings accordingly.

•	 Lodging expenses that reflect group or government rates, unless 
there is documentation that such rates are unavailable.

To ensure it reimburses only reasonable and necessary meal 
expenses, the district should take steps, such as issuing a 
clarifying memorandum or providing additional training, 
to ensure that all board members and staff, especially those 
who process reimbursement claims, are familiar with its meal 
reimbursement limits.
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The district should revise its administrative code by June 2016 
to prohibit paying for or reimbursing meals that occur within 
the local area that involve meetings either between only district 
representatives or between district representatives and the 
district’s contractors. 

The district should revise its administrative code by June 2016 to 
prohibit paying for the costs of meals provided to third parties.

To ensure it complies with state law and its own administrative 
code, the district should require board members to report back to 
the board on meetings and conferences they attend at the district’s 
expense. The district should record these reports in meeting 
minutes or document them in expense files before it reimburses 
the board members for their travel expense claims.

We conducted this audit under the authority vested in the California State Auditor by Section 8543 
et seq. of the California Government Code and according to generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to obtain sufficient, appropriate 
evidence to provide a reasonable basis for our findings and conclusions based on our audit objectives 
specified in the Scope and Methodology section of the report. We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit objectives. 

Respectfully submitted,

ELAINE M. HOWLE, CPA 
State Auditor

Date:	 December 3, 2015

Staff:	 Laura G. Kearney, Audit Principal
	 John Lewis, MPA
	 Joseph R. Meyer, CPA, CIA
	 Richard Marsh, MST
	 Marshall Miller, MPAc
	 Kurtis Nakamura, MPIA
	 Ray Sophie, MPA

Legal Counsel:	 Heather Kendrick, Sr. Staff Counsel
	 Richard B. Weisberg, Sr. Staff Counsel

For questions regarding the contents of this report, please contact
Margarita Fernández, Chief of Public Affairs, at 916.445.0255.
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*  California State Auditor’s comments begin on page 97. 
†  The district provided us with updated information in March 2016 that reflected it had 40 water retailers and one water wholesaler.

*

‡
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Comments

CALIFORNIA STATE AUDITOR’S COMMENTS ON THE 
RESPONSE FROM THE CENTRAL BASIN MUNICIPAL 
WATER DISTRICT

To provide clarity and perspective, we are commenting on the 
response to our audit report from the Central Basin Municipal 
Water District (district). The numbers below correspond to the 
numbers we placed in the margin of the district’s response.

During the district’s official review of our draft report in late 
October 2015, the board of directors (board) adopted a plan to 
implement a hotline for reporting potential ethics violations and to 
contract with a law firm to conduct an independent review of those 
alleged violations, which we describe on page 28. As a result of the 
board’s action, we added text to our recommendation on page 42 
to clarify that the district should implement changes to its ethics 
policy by June 2016.

At the outset, it is helpful to point out that, unlike most municipal 
water districts in this state that directly provide water to 
residents, this district is a limited‑purpose agency whose primary 
responsibility during most of the 63 years of its history is to 
wholesale water from the Metropolitan Water District of Southern 
California (Metropolitan) to be resold to water distributors who 
directly provide water to residents of their respective communities. 
Whatever governance structure is put in place, this function 
remains the primary responsibility of the district. Therefore, a 
change in governance would not deny “2 million citizens the right 
to direct representation on major water policy issues” because 
the district’s role does not require broad policy making. Further, 
our recommendation to the Legislature on page 42 would not 
result in the loss of representation, or disenfranchisement, of the 
residents within the district’s jurisdiction. The district’s eligible 
voters currently have the power to elect the public officials of 
the public agencies that constitute the district’s customer base. 
If the Legislature implemented our recommendation, these public 
agencies would then have the power to appoint the board. Thus, the 
district’s residents would retain ultimate authority over the district’s 
board through representative democracy. This would be analogous 
to the way in which the representatives of Metropolitan and the 
San Diego County Water Authority are appointed, as we describe 
on page 41. Moreover, any subsequent governing body would 
continue to operate in an open and transparent manner under the 
Ralph M. Brown Act and would allow for public participation in 
the decision‑making process.

1
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As stated in our report on pages 39 through 41, because of the 
recent positive changes made by the district, we believe the options 
available under the Cortese‑Knox‑Hertzberg Local Government 
Reorganization Act of 2000 (Reorganization Act) are premature 
at this time. However, as stated on page 39, we remain skeptical of 
the board’s ability to consistently ensure the district’s stability and 
provide it with effective, ongoing leadership. Thus, the intent of our 
recommendation is for the Legislature to consider options, such 
as the one we propose, that are less extreme than those permitted 
under the Reorganization Act, but that create greater accountability 
between the district and its direct customers so that the district 
remains encouraged to continue the positive changes it recently 
made. We also note that while the Reorganization Act is locally 
administered, the Legislature may revise the statutes it enacted to 
authorize the district if it deems such revisions are necessary 
to meet changing conditions.  

The district’s statement that our report fails to reflect the district’s 
operational improvements over time ignores the numerous 
instances in our report where we point out the district’s 
improvement in certain areas. For instance, we note the district’s 
recent progress related to addressing potential ethical violations 
on pages 27 and 28 and adopting a new strategic plan on page 29. 
Further, we acknowledge actions it has recently taken to address 
the issues we found related to the district paying for inappropriate 
and questionable meal expenses on page 80. In addition, the 
district’s statement that many of the individuals who were involved 
in the questionable circumstances described in our report are no 
longer with the district overlooks the fact that the district’s policies 
and controls were weak or lacking in many areas throughout 
our audit period, regardless of the individuals involved. For 
instance, the district still has no formal debt management policy, 
as we describe on page 35; its management of its contracts did 
not follow best practices and sometimes circumvented its own 
policies regarding contracts throughout our audit period, as we 
point out beginning on page 49; and several of the travel and meal 
expense issues we identified in Tables 10 and 11 on pages 77 and 79, 
respectively, occurred within the past two fiscal years.

Our contract selection included four contracts the district entered 
into in each of the five fiscal years in our audit period. The district 
is correct that 11 of the 13 contracts we identified as sole‑source 
contracts on page 50 were executed prior to fiscal year 2013–14. 
However, we describe additional contracting issues that occurred 
throughout our audit period in Chapter 2 on pages 56 through 60. 
For example, on page 57 we describe that 19 of the 20 contracts we 
reviewed had scopes of work that did not include one or more of 
the following elements: measurable results, timelines or progress 
reports, or an evaluation component. Further, on pages 62 and 63 
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we recommend changes to the district’s contracting policies and 
processes to ensure that it not only receives the best value from its 
contracts, but also strengthens its control environment and ensures 
it has adequate contracting practices.

We do not recommend a specific structure for or size of the board. 
In the recommendation to the Legislature on page 42, we offer the 
example of a board appointed by the district’s customers to better 
reflect the fact that the district’s customers are generally water 
retailers and not the residents of the district. We can envision 
multiple ways that can happen that may include, among other 
possibilities, a hybrid board of elected and appointed officials 
or a board of limited size elected by the retailers from a slate of 
individuals nominated by those retailers. Ultimately the decision 
of whether or how to change the governance structure resides with 
the Legislature.

Consistent with the audit objectives, we reviewed the qualifications 
of the district’s senior managers. In reviewing the qualifications of 
specific former managers, we identified additional concerns with 
the district’s hiring process, including its failure to consistently 
follow established policies requiring it to use a competitive hiring 
process, and discuss those concerns on pages 66 through 69. 
Although we note on page 24 that the process the district used 
to hire the current general manager included interviews of top 
candidates, we did not review the competitiveness of the process 
the district used for its other current hires and therefore cannot 
conclude that it did or did not follow a competitive process for 
all individuals hired since 2013. Nevertheless, we stand by our 
recommendation on page 80 that the district follow its hiring 
policies by using a competitive hiring process.

6
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SENATE COMMITTEE ON APPROPRIATIONS 
Senator Ricardo Lara, Chair 

2015 - 2016  Regular  Session 

AB 1794 (Cristina Garcia) - Central Basin Municipal Water District 
 
Version: June 9, 2016 Policy Vote: GOV. & F. 5 - 1 

Urgency: Yes Mandate: Yes 
Hearing Date: August 1, 2016 Consultant: Mark McKenzie 

This bill meets the criteria for referral to the Suspense File. 
 

Bill Summary:  AB 1794, an urgency measure, would revise the composition of the 

Central Basin Water District’s (CBMWD’s) board of directors, as specified, and establish 
a technical oversight committee (TOC), comprised of five water purveyors, that would 
review and approve certain CBMWD actions. 

Fiscal Impact:  Unknown local costs, some of which may be reimbursable by the state 

General Fund.  Potentially reimbursable costs may be in the hundreds of thousands 
annually.  Actual costs would depend upon a determination by the Commission on State 

Mandates (Commission) regarding what expenses incurred by CBMWD in implementing 
the bill are deemed to be subject to state reimbursement.  See staff comments for a 
discussion of potentially reimbursable costs. 

Background:  Existing law, the Municipal Water District Law of 1911, governs the 

formation, internal organization, and elections for municipal water districts.  That law 
requires the board of directors of a municipal water district to consist of five members 

elected by voters in each of five divisions of the district, and requires each board 
member to be a resident of the division that he or she represents.  Existing law requires 
board members to receive compensation of up to $100 per day, up to six days per 

month, for attendance at board meetings or other service rendered as a board member, 
plus expenses incurred in the performance of official duties.  Municipal water districts 

have the authority to fix rates at which water is sold, as specified, to cover operating 
expenses, repairs and maintenance, improvements, and principal and interest on debt 
payments.  

The CBMWD was established by voters in 1952 to help mitigate groundwater 
overpumping in southeast Los Angeles County.  CBMWD purchases imported water 

from the Metropolitan Water District of Southern California for sale to retail water 
suppliers, including cities, other water districts, mutual water companies, 
investor-owned utilities, and private companies within the district’s boundaries.  Those 

water retailers in turn provide water to residents and businesses within their respective 
service areas.  CBMWD serves a population of more than 2 million people living in 24 

cities and some unincorporated areas within the district’s approximately 227 square mile 
service area.   

An audit report issued in December of 2015 by the Bureau of State Audits (BSA) 

identified numerous concerns with various aspects of CBMWD’s operations, including 
deficiencies in the district’s contracting practices, a pattern of expenditures that may 
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have constituted gifts of public funds, and inadequate leadership by the board of 
directors.  Specifically, the audit report found that: 

 CBMWD often inappropriately circumvented its competitive bidding processes 
when it awarded contracts to vendors during the period that was audited.  The 
BSA noted that the district did not use competitive bidding for 13 of the 20 

contracts reviewed by auditors, and did not adequately justify why it failed to 
competitively bid for 11 of those 13 sole source contracts. 

 CBMWD spent thousands of dollars of district money on purposes unrelated to 
its underlying authority, some of which likely constitute gifts of public funds.  For 

example, the audit report noted that CBMWD provided thousands of dollars in 
community outreach funds to each board member annually, which various board 
members had the district donate on their behalf to golf tournaments, a legislator’s 

breakfast panel, religious organizations, high school sports programs, pageants, 
and car shows. 

 Poor leadership by the board of directors has impeded CBMWD’s ability to 
effectively meet its responsibilities.  In support of this finding, the audit report 
cited the board’s failure to provide stability in the district’s general manager 

position, lack of essential policies necessary to safeguard the district’s long-term 
financial viability, inability to maintain the district’s insurance coverage, and 

failure to disclose the district’s establishment of a legal trust fund and transfers of 
money into the trust fund. 

All but one of the more than two dozen recommendations contained in the audit report 
are the CBMWD’s responsibility to implement.  However, one recommendation in the 

audit report is directed to the Legislature.  Specifically, the audit report suggests a 
change in state law that would preserve the district as an independent entity but modify 

the district's governance structure to ensure that the district remains accountable to 
those it serves. 

Proposed Law:   AB 1794 would make changes regarding the composition of 

CBMWD’s board of directors.  Specifically, this bill would: 

 Require the board of directors to be composed of eight directors until the 
November 8, 2018 election by adding three directors appointed by water 

purveyors to the existing five-member elected board, as specified. 

 Require the board of directors to undergo a process to divide the district into four 

divisions (rather than the current five divisions) that equalizes the populations for 
purposes of future board member elections. 

 Require the board of directors to be composed of seven directors after the 

November 8, 2018 election, composed of four elected directors and three 
directors appointed by water purveyors, as specified. 

 Specify a process by which water purveyors appoint and select three directors to 
serve four-year terms on the CBMWD board.  One director would be selected by 

large water purveyors from nominees selected by those purveyors, one would be 
selected by all cities that are water purveyors from nominees by those cities, and 
one would be selected by all CBMWD water purveyors from any nominee. 

 Specify eligibility criteria and other requirements for appointed directors. 

 Require that appointed directors are eligible for: (1) reimbursement for travel and 

conference expenses; (2) per diem compensation for up to 10 meetings per 
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month; and health insurance benefits, if they are not already provided by the 
director’s employer.  An appointed director may waive reimbursement and 

compensation, and may be required to reimburse his or her employer for 
compensation received. 

AB 1794 also requires the CBMWD board of directors to establish a TOC composed of 
the representatives of five water purveyors selected before December 31, 2016, and 

every two years thereafter, as specified.  One position must be selected by large water 
purveyors, one must be selected by cities that are water purveyors, one must be 

selected by small water purveyors, and two must be selected by all water purveyors.  
The bill specifies eligibility and other requirements for members of the TOC, and 
authorizes those members to request reimbursement for actual and necessary 

expenses incurred for TOC duties, up to $500 per year.  AB 1794 also requires the TOC 
to meet at least quarterly for the following purposes:  (1) to review the district’s budget 

and projects to provide nonbinding advice to the general manager and board of 
directors; (2) review and approve changes to the administrative code of ethics, director 
compensation, and benefits; and (2) review and approve proposed changes related to 

procurement. 

Related Legislation:  SB 953 (Lara), which is currently pending in the Assembly 

Appropriations Committee, would add two appointed members to the CBMWD’s board 

of directors, prohibit the use of district funds for board members to conduct community 
outreach, and make specified changes to CBMWD’s contracting practices. 

Staff Comments:  AB 1794 would impose new duties and costs on the CBMWD by 

revising the composition of the board of directors and expanding board membership, 
and requiring the board to establish a TOC, as specified. 

Board of directors:  This bill would expand the size of CBMWD’s board of directors from 

five to eight members on a temporary basis, and to seven members on a permanent 
basis, as specified.  The CBMWD indicates that it could incur the following annual 

expenses related to each new board member: $27,960 in per diem compensation, 
$24,000 in health benefits, and $7,000 in conference and travel expenses.  CBMWD 
also notes, however, that the bill provides for waivers or reductions of allowable 

reimbursements and benefits, which could substantially reduce those expenses.  Staff 
notes that current law only requires board member compensation of up to $100 per day 

for a maximum of six days per month ($7,200 per year), plus reimbursement of 
expenses incurred in the performance of official duties; any other compensation is 
provided at the discretion of the board.  The BSA audit report noted that some of the 

benefits provided to board members, such as full health benefits and a substantial 
automobile allowance, may be overly generous considering board members essentially 

work part time.  The CBMWD also estimates that the additional board members may 
also drive indirect costs of $50,000 per director for district staff and general counsel 
services.  Since most of the board member compensation costs cited by the district are 

discretionary, except per diem and reimbursements, they are not likely to be subject to 
state reimbursement.   

AB 1794 would temporarily add three appointed members to the existing board, but 
following the election on November 6, 2018, the elected membership of the board would 
be reduced from five to four directors.  As a result, CBMWD would need to undergo a 
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redistricting process to divide the district into four equalized divisions, rather than the 
current five divisions.  CBMWD estimates that one-time costs associated with this 

redistricting process, including public outreach as well as legal, demographic, and 
communications consultant contracts, would be approximately $320,000.  Actual costs 
subject to state reimbursement would be determined by the Commission, if the district 

files a successful reimbursement claim. 

TOC: This bill would also require the CBMWD board of directors to establish a TOC 

composed of five appointed representatives of water purveyors, as specified.  The TOC 
would have a number of administrative tasks, such as reviewing the district’s budget 
and any district projects and advising the general manager and board of directors.  The 

TOC would also review and approve any proposed changes to procurement procedures 
or any changes to the administrative code related to ethics, director compensation, and 

benefits.  CBMWD estimates costs related to the TOC would be in the range of $22,000 
to $54,000 annually, depending on the number of meetings each year (up to ten).  
Actual costs subject to state reimbursement would be determined by the Commission, if 

the district files a successful reimbursement claim. 

Mandate reimbursement:  Under the mandates process, local governments, including 

special districts, may file test claims with the Commission alleging that statutes, 
regulations, and executive orders impose new programs or increased levels of service 
upon local entities.  The Commission primarily relies on Article XIII of the California 

Constitution and related case law to make determinations.  Reimbursement is required 
under Article XIII B, section 6 only when the local agency is subject to constitutional tax 

and spend limitations, and reimbursement is not required when costs are for expenses 
that are recoverable from sources other than tax revenue (service charges, fees, or 
assessments). 

The CBMWD is an enterprise special district with revenues derived from water rates.  
Existing law provides the district with the authority to set those rates to cover operating 

expenses, repairs and maintenance, improvements, and principal and interest on debt 
payments. 

Two recent Commission decisions raise questions about whether any new costs 

imposed upon CBMWD by AB 1974 would be deemed eligible for reimbursement.  The 
Commission’s Statement of Decision on AB 1234, Chapter 700, Statutes of 2005, (Case 

# 07-TC-04) regarding new requirements for local agency officials to comply with certain 
ethics training requirements, denied reimbursement authority for special districts that 
are not funded by proceeds of taxes and are not subject to the tax and spend 

restrictions of articles XIII A and XIII B of the CA Constitution.  According to special 
district reports filed with the State Controller’s Office, the CBMWD does not receive any 

proceeds of taxes.  In addition, the Commission denied reimbursement to urban retail 
water suppliers and agricultural water suppliers in its combined Statement of Decision 
on SBx7 7, Chapter 4, seventh extraordinary session of 2009-10 (Case # 10-TC-12), 

and Agricultural Water Measurement regulations promulgated by the Department of 
Water Resources (Case # 12-TC-01).  These measures imposed new water 

conservation requirements on water suppliers and expanded their duties when adopting 
urban water management plans.  The Commission found in this decision that enterprise 
districts funded exclusively through user fees, charges, or assessments are ineligible for 
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mandate reimbursement.  As noted above, the CBMWD is also an enterprise district 
funded through service charges, fees, or assessments.    

Staff notes, however, that decisions by the Commission are not precedential, and each 
test claim is decided on its individual merits.  To the extent that CBMWD is deemed 
eligible to claim reimbursement, and successfully files a claim with the Commission, 

reimbursable costs could be in the hundreds of thousands annually.  Actual costs would 
be dependent upon what the Commission determines are eligible mandated costs 

subject to reimbursement. 

Recommended Amendments:  The bill should be amended to make the following 

correction:  On page 3, line 1, strike out “subdivision (b)” and insert: “subdivision (c)” 

 

 

-- END -- 
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Cover Art Credit 

The concept could not be more elemental.  We asked a professional illustrator to render what she saw 
when thinking of water – but we only gave her two business days to complete the assignment.   

Cover artist Nowa Morisaku-Yu is a 44 year-old professional illustrator.  Born and raised in Monterey 
Park, Nowa volunteered as a graphic designer for the Monterey Park city government in the 1990s.  She 
has designed cover art for budgets and accounting reports in the cities of Monterey Park, South 
Pasadena, Glendora and the post-scandal City of Bell. 

Nowa relocated to Brentwood, Tennessee (a suburb of Nashville) with her husband and two children 
over a decade ago.  This is Nowa’s inaugural cover design for Central Basin.   

Nowa offers comment on her finished product.  

“With water being the main idea I thought about all the different forms of water. There are so 
many to choose from but I decided to go with the one of the smallest: a water droplet.  At first I 
saw the droplet in a vast ocean, but somewhere between my vision and its creation using 
desktop tools, an in-between an image of pool water emerged.  Maybe that’s a by-product of 
time pressure.  I don’t know.”   

She continued. 

“Tennessee is a four-season area and we are surrounded by rivers and runoff.  The rainfall 
patterns that feed it all would shock the average Southern Californian.  Yet when I was crafting 
my vision, I couldn’t help but recall the wonderful times I had as a child in the San Gabriel Valley 
playing with friends in pools.  I find the strong white undertones to be soothing, so I suggest your 
back cover be a complimenting white.  Go Vols.”   
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General Manager’s Adopted Budget Message 

Honorable Board of Directors, 

Some twenty-five centuries ago, the philosopher Plato gave expression to many 
important concepts.  None perhaps more important for our purpose today than 
the idea that economics underpins society.  So it is that the conservative direction 
we have taken in financial management underpins an evolving Central Basin 
organization. 

Things have come into sharp focus since we’ve intensified the financial planning 
conversation.  We began in earnest in February with our Midyear Review.  We 
continued in May by adopting the Fiscal Year 2016-17 Operating and Capital 
Improvement Projects Budgets.   

We say continued because the policy conversation is still taking place as of the 
date of this writing.   

In June we examined the results of our professionally rendered Five-Year Financial 
Forecast.  The Forecast demonstrated that if we are to re-finance a debt we are 
convinced we must re-finance, we must do so with upward adjustment in the fees 
we charge for water delivery, a downward adjustment in our costs of corporate 
operation, or some combination of the two. 

Summary of the situation is again useful.  We service debt on two borrowings.  The 
first, our 2008 COPs, uses a slightly exotic variable-rate leveraging technique that 
is nonetheless remarkably stabilized by supportive instruments.  We celebrated 
last month the two-year renewal of our letter of credit instrument with our 
partner, US Bank.  This helps make the debt service requirements for the 2008 
COP’s consistent from year to year. 

Far from consistent is our second borrowing, the 2010 COPs.  It requires a debt-
service cost increase – a balloon of payments for six consecutive years – of $1.4 
million beginning on July 1, 2018.  That’s a 57% jump only twelve months from 
now.  
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It’s a best practice in government to begin with the expense side of the ledger in times of fiscal 
challenge.   We started  there over a year ago.   We  found  that our  institution needed  to be 
fortified, that resources needed to be added in order to survive the difficult water availability 
terrain  in front of us; at best, potable and replenishment sales trends will be static over the 
course of the next five years.  Recycled water sales, on the other hand, offer a future we can 
partially  control,  and  we  responded  by  expanding  our marketing  and  capital  investment 
strategies. 

The increased investment in this business function that we create in FY 2017 makes business 
sense: the majority of what we own is recycled water pipeline.  This is a core business in need 
of care and feeding, now more than in 1991 when the District first established the service. 

On to unavoidable truth.   

It is an unavoidable truth that the District last acted to increase rates and charges in 2012.    This 
is a muscle in our financial planning muscle group that atrophied from lack of use.  The same is 
not true of MWD, our water district peers, and our purveyor community.  They routinely apply 
incremental fee adjustment to keep pace with the cost of operations. 

The Five‐Year Forecast showed us we are playing revenue catch up from far behind.   

In June we amended contract with Raftelis Financial Advisors, transitioning work completed on 
the Forecast into a water rate study.  Over the next 75 or so days, the results of the water rate 
study will be examined in five public meetings.   In August we will offer recommendation for 
rate adjustment to the Board of Directors.   We will also, at the same time, recommend the 
Board approve authorizing documents for the refinancing of an almost $9 million portion of the 
2010 COPs.  The refinancing will be completed in October.   

With revenue adjustment in hand, we will have established a sustainable a debt coverage ratio 
of  at  least  115%  for  the  five‐year  period  FY  2017  through  FY  2021;  this  is  the minimum 
requirement to bring the refinancing to the marketplace.  

The Adopted  FY  2017 Operating  Budget was  adopted  by  the  Board  of Directors  after  the 
Proposed Budget was altered by revenue increase owing to greater replenishment water sales 
and targeted decreases in operating costs.  The increase in Net Revenue was $423,229.  Our FY 
2017 debt coverage ratio is 101% as a result, an amount not adequate as a starting point for 
the refinancing.   

Our CIP / Grants plan was modified by $650,000 postponement of the Rio Hondo Pump Station 
Improvements project until after the development of an asset management plan. 

A spreadsheet detailing all changes is attached to the Adopted Budget Message. 
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General Manager’s Budget Message 

Honorable Board of Directors, 

On behalf of our employees and the Senior Management team, I am pleased to 
present Central Basin Municipal Water District’s Proposed Fiscal Year 2016‐2017 
Operating and Capital Improvement Program Budgets.  

Fiscal Year 2017 will mark the third year of targeted organizational effort to build 
on  success.   We  have  confronted  the  problems,  and  the  difficult,  transitional 
period  spanning  Fiscal  Years  2012  and  2014  is  behind  us.    The  District  now 
operates strategically and from a foundation of professional stability.   We have 
strengthened  partnerships with  our  purveyor  community.   Our  bottom  line  is 
solid.    All  this  and more  have  elicited  praise  from  those  that  scrutinize  our 
governance  and  financial  performance:  our  purveyors,  various  credit  rating 
agencies, a creditor bank, and regional media.  And an audit of our organization 
by the State of California recognized significant areas of progress. 

This budget  reflects  the programs, projects and activities  that will  continue  to 
advance  the  District  into  a  sustained  leadership  role  as  a  California  special 
government district and wholesale water provider.     

Philosophical Factors Influencing Budget Preparation  

Fiscal  Year  2017  will  see  the  coming  together  of  several  related  strategies 
designed  to  strengthen Central Basin’s  financial  future.   We  have  now  built  a 
durable foundation upon a revitalized policy environment and full staffing levels 
in every area of District functioning.   From this place, we have already satisfied 
every fiscal recommendation made by the California State Auditor.  But this isn’t 
enough.  We are completing the District’s first long‐range financial forecast.  We 
are well into the process of re‐financing a threatening debt obligation.  Through 
good‐faith and proven performance, we have secured the recommendation from 
US Bank,  the provider of our Letter of Credit,  to continue  this critical  financial 
relationship  for another two years.   And our debt coverage ratios demonstrate 
growth and resiliency. 

Projected sales of potable, replenishment and recycled water in FY 2017 suggest 
water demand adequate to allow us to build on this foundation.   The Proposed 
Operating Budget seeks to shape the District’s longer‐range future by adding and 
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shifting resources to the technical backbone of our corporate functioning: Water Resources and 
Engineering.  We have accomplished this responsibly by reducing or holding the line on spending 
in all other District departments, with three exceptions.  First, within the Board Services Budget, 
we  are  obligated  to  fund  the November  2016  Board  of Directors  election  in  the  amount  of 
$655,000.     Second, within  the Human Resources Budget, we are obligated  to budget  for  the 
increasing costs of employment practices insurance for our elected Directors in the amount of 
$198,000.    Third,  within  our  Building  Services  Budget,  the  costs  for  utilities,  licensing  and 
insurance must be met.  

Shape  shifting  is  also  evident  in what we  are  putting  on  the  table  in  our  Proposed  Capital 
Improvement Projects and Grants Projects Budget.   Expanding and building upon our recycled 
water infrastructure is almost a non‐negotiable at this point.    Additional recycled water sales 
are a necessity for the long‐term water reliability of the service area and the financial health of 
the organization within the larger context of fluctuating patterns of water use and consumption.  
We must invest now in order to see the financial benefit; it takes money to make money.   

We  have,  throughout  all  the  processes  of  budget  assembly,  closely  evaluated  our  planning 
against our debt coverage ratios as we seek to build upon our improving reputation in the credit 
community.    

Operational Factors Influencing Budget Preparation 

 Trends  in Potable Water Sales  ‐‐ The California drought, now entering  its  fifth year,  is  the
subject of nationwide attention and an evolving point of evaluation by credit rating agencies.
In their most recent reviews of the District, Standard & Poor’s and Moody’s expressed similar
concerns about the District’s future revenue uncertainty and potential impacts to debt service
coverage  ratios  (brought  about  by  conservation‐induced  decline  in  water  sales)  as  a
consequence.   Although  our  FY  2016  potable  sales  evidence  a  12%  decline  this  year, we
interpret the decline to be transitional.  And now, with the recent increase in water flow from
the State Water Project to 45%, our FY 2017 sales projections assume a “bounce back” to sales
levels manifested  in  prior  years.    A  bounce  back  is  common  to  post‐drought water  use
patterns.

 The California State Auditor’s Report ‐‐ After many months of investigatory field work in our
offices, the California State Auditor published  its review of Central Basin  in December 2015
(Report 2015‐102).   The Auditor’s report concerned  itself with the 5‐year period of District
activities commencing with Fiscal Year 2011 and extending  through Fiscal Year 2015.   The
report cast harsh light on leadership and institutional failures in the District, especially during
Fiscal Years 2012, 2013, and 2014, and is punctuated by 32 recommendations requiring District
action.  At this writing, some 120 days later, the majority of the Auditor’s recommendations
have  been  acted  upon  by  the  Board  of  Directors.      The  FY  2017 work  plan  emphasizes
completion of the remaining recommendations and the continued institutional adherence to
recommendations already in place.  We are extremely proud of what we’ve done to meet new
requirements and best practices, but we also recognize that we must sustain our performance
into our medium‐ and long‐term future.
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 No Increases in Water Rates or Surcharges ‐‐ Apart from pass‐through increases in water rates
based on  commodity  charges established by  the Metropolitan Water District  (MWD),  the
District’s FY 2017 Budget does not assume surcharge or other revenue increase.  The $90 per
acre‐foot surcharges charges applied by the District to potable sales, and the $70 per acre‐foot
surcharge applied to replenishment (spreading) sales remain the same as in prior years.  This
said, however, we are making plans to confront this policy discussion  in FY 2017.   With the
rollout of our 5‐year  financial  forecast  in  the  coming weeks, we  can  reasonably expect  to
discover  that  continuation  of  a  static  rate  structure  will  not  adequately  provide  for  a
sustainable financial future.  Nor will status quo meet our contractual obligations stipulated in
our debt covenants.  The banks and rating agencies already know this; we might be playing
catch up.  For these reasons, the FY 2017 Budget includes funding for a third‐party rate and
revenue study.   The study,  if approved by the Board, should be completed and before the
Board of Directors for action during the spring of 2017.   Our recycled water contracts, on the
other hand, may offer the potential  for  increase right now.   This matter  is currently under
analysis.

 Recycled  Water  Sales  ‐‐  The  expansion  of  recycled  water  sales  is  perhaps  our  primary
operational  focus.   We own a  recycled water system with significantly more capacity  than
sales.  Our contract for purchase with Los Angeles County Sanitation District is for purchases
up to 10,500 AF per year; our sales have ranged from 5,000 to 6,000 AF per year.  To close the
gap, our Capital  Improvement Program Budget  this year  takes aim at projects offering  the
most immediate sales and revenue impact.  And our customer development strategy, targeted
at the near‐term addition of approximately 250 new customers, will be led by the recently‐
approved addition of a Recycled Water Development Specialist.

 Credit Ratings & Debt Coverage Ratios  ‐‐ The District’s challenges with  internal governance
during  the  Fiscal  Year  2012  through  Fiscal  Year  2014  period  created  an  understandable
apprehension among external credit rating agencies.  If that wasn’t enough, statewide water
allocations in response to the California drought put the squeeze on net revenue for all water
providers.  In the face of these headwinds, the District’s debt coverage ratios have evidenced
a trend of improvement in recent years; the organizational changes and improvements we’ve
made contribute in part.  We now embrace the reality that our financial performance is closely
monitored by external rating agencies, and plan our financial activities with concern for debt
coverage impacts.  Please see the “Debt Coverage Ratios” and “Debt Refinancing and Letter of
Credit” sections of the Budget Message below for in‐depth discussion.

 Trends in Replenishment Water Sales ‐‐ For many years, the sale of replenishment (spreading)
water to the Water Replenishment District (WRD) was been a hit or miss proposition.  We did
not sell replenishment water in FY 2014.  Then, in FY 2015, sales of 18,515 were recorded.  The
change between FY 2014 and FY 2015, in terms of our bottom line, was $1.296 million.  Such
rise and fall in revenue between years gives obvious challenge to financial planning. In FY 2015
we contracted with WRD for their purchase of 120,000 acre feet (AF) over the next ten‐year
period.  We celebrate the predictability this contract provides us.
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Overview of the District 

The Central Basin Municipal Water District was formed in 1952 under the Municipal Water District 
Act of 1911 for the purpose of mitigating the over‐pumping of underground water resources in 
southeast Los Angeles County.  District founders acted to curtail the use of relatively inexpensive 
yet diminishing local groundwater by providing the region with imported water.  In 1954, Central 
Basin became member agency of the Metropolitan Water District of Southern California (MWD), 
an agency  that was  formed  to bring  imported water  to  the greater  Los Angeles  region.   The 
District operates under  the authority of  the California Water Code and engages  in enterprise 
operations  accounted  for  as  “proprietary.”    The  District’s  227  square‐mile  service  area  is 
governed by five publicly elected directors.  Voters in each of the five divisions of the service area 
elect one director to serve a four‐year term. 

The primary activities of the District  involve the sale and delivery of potable and non‐potable 
water to wholesale and governmental accounts.  In this manner, the District acts to secure water 
reliability for more than 1.6 million people in Los Angeles County, spanning a range of 27 cities, 
3 unincorporated areas, 40 water retailers and one water wholesaler. 

Last year approximately 227,000 acre‐feet of water was used in the Central Basin service area. 
Much of  this  total  is groundwater or water  imported  from Northern California and  from  the 
Colorado River through MWD.  Central Basin does not rely on these water supplies alone. The 
District continues to promote water recycling and conservation through education programs and 
through  the  distribution  of  rebate  incentives  and  retrofit  hardware.  The  District  has  also 
continued to partner on projects relating to the water planning and groundwater management 
efforts of the region. Especially as drought conditions have worsened, these  initiatives remain 
critical to maintaining a safe and reliable water supply for Southern California. 

Legal Requirements and the Budget Process  

Central Basin is not required by its Administrative Code to adopt a budget. However, the District 
long ago implemented an annual budget according to Generally Accepted Accounting Principles 
(GAAP) as a management tool and to demonstrate accountability appropriate to public sector 
functioning.    Central  Basin’s  budget  is  developed  by  the General Manager  according  to  the 
priorities and goals established by the Board of Directors through its Strategic Plan.  The General 
Manager communicates the goals and priorities with his senior staff to make certain that the 
budget includes the funding elements necessary to achieve the Strategic Plan.   

The budget cycle begins with the development of the proposed budget, budget workshops and 
adoption  of  rates  and  charges  and  concludes with  the  adoption  of  the  final budget. Budget 
development progress is shared with Central Basin’s purveyor community at various points in the 
process – and their input is actively solicited.  Developing the budget requires involvement from 
all departments, from labor allocations to development of project budgets.  Calculations of net 
revenue and the debt coverage ratio are updated and distributed to internal decision makers at 
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every step in the process.  The Board of Directors approves the operating budget of the District 
for the following fiscal year (July 1 to June 30) at least by May of each year. 

During each fiscal year, the Finance Department publishes monthly budget‐to‐actual reports on 
the operating  and  capital  improvements budgets.    The  Finance Department  also publishes  a 
Midyear Review Report in February of each year.   

Central Basin’s Strategic Plan 

The District adopted the 3‐year Strategic Plan in May 2015 in order to re‐create the organization 
as a service provider, employer, and partner with our purveyors.  The Plan was developed from 
the  ground  up with  generous  participation  from  our  purveyors,  our  staff,  and  the  Board  of 
Directors. 

Our Vision Statement is: 

“Central Basin Municipal Water District 
is an innovative, responsive, and effective steward 

of the water service and management responsibility entrusted to it.” 

Our Mission Statement finds derivation from our Vision Statement: 

“The mission of Central Basin Municipal Water District 
is to deliver reliable and high‐quality water and recycled water 
to its customers and communities through effective and collegial 

partnerships with its retailers and wholesalers.” 

The District’s Board of Directors adopted 4 goals to implement the Strategic Plan, translating the 
Vision and Mission Statements into practical terms that have allowed District staff to formulate, 
at this writing, a total of 21 strategies and 86 objectives to fulfil the Strategic Plan.    

 Goal #1: Water Reliability – We will partner with retailers and wholesalers to provide a level
of regional water reliability that ensures customers’ water needs are met.

 Goal #2: Financial Integrity – We will manage our financial resources in a responsible, effective,
and transparent fashion.

 Goal #3: Stewardship – We will act as responsible stewards of human and capital resource
assets.

 Goal #4: Communications – We will proactively engage, listen to, inform, and respond to our
customers, purveyors, community leaders, stakeholders, and employees.
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District staff report to the Board of Directors  in open session each quarter on the progress we 
make toward fulfillment of our Strategic Plan.  The FY 2017 Budget provides funding adequate for 
continued progress toward fulfillment of the Plan. 

Revenue Analysis 

The District’s revenues are based upon a combination of flow‐based and fixed‐charges revenue.  
The  core  revenue  components of  the District  are  flow‐based potable water  sales,  flow‐based 
replenishment water sales, and flow‐based recycled water sales.  The most significant fixed charge 
is the standby charge – a $10 per unit parcel assessment applied to all homeowners in the Central 
Basin  service  area.    Other  assessments  are  pass  through  in  nature  (originating with MWD), 
including the capacity charge and the readiness‐to‐serve charge (RTS).  

Potable Water ‐‐ In FY 2015, the year before water supply allocations, the District sold 30,345 AF 
of potable water.  The effects of allocations and drought have conspired to decrease sales in FY 
2016 to an estimated 26,473 AF.  The recent relaxing of allocations allows us to assume a “bounce 
back” to sales levels manifested in prior years.  A bounce back is common to post‐drought water 
use patterns.  We have budgeted for sales of 30,000 AF in FY 2017.   

The resulting revenue from 30,000 AF in sales is $28,798,350.  But the District doesn’t retain any 
of this income.  	Central Basin purchases water from MWD at a rate they establish ($942 per AF 
and $979 per AF for each half of the 2017 Fiscal Year) and sells it to the District’s purveyor retailers 
at the same rate.  In this manner, the District’s revenue (and expense) for potable sales are pass 
through in practice.  

The District retains revenue from potable transfers through surcharges applied to delivery. Central 
Basin assesses  to  its water purveyors a $20  infrastructure  surcharge and a $70 administrative 
surcharge to each acre foot of delivery.  The resulting income is used to support the operational 
functioning of the District.  Administrative Surcharge revenue predicated on 30,000 AF of sales is 
$2,100,000.  Infrastructure Surcharge revenue is estimated at $600,000.   

Gross Potable Water Revenue 

Proposed FY 2017 Operating Budget 

 FY 2017  

FY 2017    FY 2016     Over/(Under)    FY 2015  

Proposed  Estimated     FY 2016      Actual  

Potable Sales & Surcharges   31,508,350    27,079,273    4,429,077 30,295,881 

Potable Purchases  28,798,350    24,683,893    4,114,457 27,490,163 

Gross Revenue Potable Water  2,710,000    2,395,380 2,805,718 

Sales in Acre Feet  30,000 26,473 30,345 
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Replenishment (Spreading) Water ‐‐ The sale of replenishment water to WRD has been historically 
inconsistent.  We did not sell replenishment water in FY 2014.  Then, in FY 2015, sales of 18,515 
were recorded.  The change between FY 2014 and FY 2015, in terms of our bottom line, was $1.296 
million.  Such rise and fall in revenue between years challenges financial planning consistency. In 
FY 2016 we engaged contract with WRD for their purchase of 120,000 acre feet (AF) over the next 
ten‐year period.  The agreement provides stability for future planning.  We will sell 19,635 AF in 
FY 2016, and estimate 19,600 AF in FY 2017.   

Recent discussions with WRD hint that if State water allocations are relaxed sufficiently, WRD may 
be motivated to purchase more than our 19,600 estimation this year.  Pending rate increase from 
MWD scheduled to become effective on January 1, 2017 contributes to this motivation.   

The resulting gross revenue from 19,600 AF in sales is $12,549,600.  But as is the case with potable 
water, the District doesn’t retain any of this income.   	Central Basin purchases untreated water 
from MWD at a rate they establish ($594 per AF and $666 per AF for each half of the 2017 Fiscal 
Year)  and  we  sell  it  to  WRD  at  the  same  rate.    The  District’s  revenue  (and  expense)  for 
replenishment sales are pass through in practice.  

The District retains revenue from replenishment transfers through a surcharge applied to delivery. 
Central Basin assesses the WRD a $70 administrative surcharge for each acre foot of delivery.  The 
resulting  income  is used to support the operational  functioning of the District.   Administrative 
Surcharge revenue predicated on 19,600 AF of sales is $1,372,000. 

Gross Replenishment Water Revenue 

Proposed FY 2017 Operating Budget 

 FY 2017  

FY 2017    FY 2016     Over/(Under)    FY 2015  

Proposed  Estimated     FY 2016      Actual  

Replenishment Sales & Surcharge  13,921,600    12,899,098    1,022,502 12,072,166 

Replenishment Purchases  12,549,600    11,524,647    1,024,953 10,775,963 

Gross Revenue Replenishment Water  1,372,000    1,374,451 1,296,203 

Sales in Acre Feet  19,600   19,635       18,515  

Recycled Water  ‐‐ Recycled water delivery and  income are a  focus of District  functioning.   The 
majority of the infrastructure we own is our recycled water delivery and distribution system.  As 
discussion in other parts of the Budget Message underscores, the District is hard at work to expand 
the District’s recycled water distribution system and establish new user connections. 
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Recycled water is purchased from the Sanitation District of Los Angeles County at $65 per AF and 
sold per terms of our sales contracts at an average rate of $534.  However, these purchase and 
sales commodity prices tell only a small part of the story.  The District’s full cost of recycled water 
sales is calculated by including the $2.5 million we carry in the form of Engineering and Recycled 
Water Development maintenance and operations expenses.   

Lower recycled sales in FY 2016 is interpreted by the District to be largely the result of confusion 
about conservation messaging during  the drought.   The use of  recycled water does not count 
against water reduction targets, but many did not understand that.  In order to improve recycled 
sales,  the District  has  established  strategic  communication  responses  and  added  a  new  staff 
position to focus on adding new customer connections.  

We are planning for a return to recycled demand levels experienced in FY 2015, and are assuming 
5,408 AF in sales in FY 2017.  This represents a 9% increase over FY 2016.  

Net Recycled Water Revenue 

Proposed FY 2017 Operating Budget 

 FY 2017  

FY 2017    FY 2016     Over/(Under)    FY 2015  

Proposed  Estimated     FY 2016      Actual  

Recycled Sales & LRP  4,005,278    3,910,881    94,397    4,184,119 

Recycled Water & LRP Costs  2,639,644    2,639,644    0    2,519,522 

Net Revenue Recycling Water  1,365,634    1,271,237      1,664,597 

Sales in Acre Feet  5,408 4,983 5,406 

Local Resource Program ‐‐ As an incentive to increase recycled sales, the District receives $250 per 
acre  foot  of  sales  from MWD  as  part  of  its  Local  Resource  Program  (LRP)  contract.    Close 
examination of the LRP contracts has revealed that the current LRP arrangements are scheduled 
to expire next Fiscal Year, beginning in July 2017.  This equates with a loss of $1,352,000 in income 
in Fiscal Year 2018.  We are, in response, very actively engaged in creating a new LRP contract. 

Standby Charges ‐‐ The standby charge represents the only parcel assessment collected by the 
District.  The standby charge is a direct (property) assessment to real estate parcels in the service 
area and yields a consistent collection base of $3.3 million each year.   

MWD Readiness‐to‐Serve Charge (RTS) ‐‐ The District will be assessed $1,112,774 by MWD for the 
RTS, and will recover the same amount from our purveyors through our monthly billing process. 

MWD Capacity Charge ‐‐ The capacity charge is based upon the District’s highest peak demand on 
MWD for the months of May through September each year, as applied to the calendar years 2013, 
2014, and 2015. The charge is $10,900 per cubic feet per second (cfs) for the first half of FY 2017; 
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the charge declines to $8,000 cfs for the second half of FY 2017.   Central Basin’s peak demand 
was 73.6 cfs. The resulting $1,400,850 cost we pay is passed through to our purveyors through 
our monthly billing process.  

Meter Service Charge ‐‐ In 2003, the District discontinued its fixed Meter Connection Maintenance 
Charge and replaced  it with the Capacity Charge.   One of the fixed elements within the former 
rate structure, however, was retained and renamed the Meter Service Charge.  The $69/per cubic 
foot assessment on each customer’s meter capacity provides a small, consistent revenue stream.  
The Meter Service Charge remains unchanged and will generate $585,276 in FY 2017.   

Operating Expenses Analysis 

As mentioned in the introduction to the Budget Message, the FY 2017 Proposed Operating Budget 
seeks  to  influence  the District’s  longer‐range  future  by  adding  and  shifting  resources  to  the 
technical areas of our operations: Water Resources and Engineering.  We have accomplished this 
responsibly by reducing or holding the  line on spending  in all other District departments, with 
logical  exceptions,  as  discussed  below,  in  Board  Services,  Human  Resources,  and  Building 
Services.  

The discussion that follows in the section of the Budget Message is premised in large part on the 
change in spending between FY 2016 and FY 2017, as quantified below. 

Departmental/Functional Operations Summary 

Proposed FY 2017 Operating Budget 

 FY 2017

FY 2017 FY 2016    Over/(Under)    FY 2015 

Proposed  Estimated  FY 2016  Actual 

Administration & Board Services  1,721,709    1,061,605    660,104    1,233,682 

Finance Department  899,823 900,223 (400) 762,543 

Debt Service Interest  2,073,875    2,119,976    (46,101)    2,396,351 

Human Resources  983,090 825,449 157,641 444,404 

External Affairs  1,049,969    1,193,028    (143,059)    1,017,717 

Engineering & Operations  2,498,844    2,327,921    170,923    2,544,574 

Water Resource & Planning  694,913 445,433 249,480 202,358 

Information Technology & Building Srvcs  748,306 718,458 29,848 748,076 

Legal Services  479,000 530,948 (51,948) 664,805 

Departmental Operations Expense  11,149,529    10,123,041    1,078,436    10,014,510 

Administration & Board Services ‐‐ These combined activities evidence an increase of $660,104 
over estimated performance  in FY 2016 owing  to  the addition of $655,000  in  funding  for  the 
November 2016 Board of Directors election.    
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Finance Department  ‐‐  This  budget  displays  a  decrease  against  the  prior  year  of  $400.    The 
notable change in the Department is the proposed transition of the Budget and Finance Intern 
position  to  a  permanent  part‐time  Accounting  Associate  with  the  addition  of  full‐time 
employment benefits.  The incremental cost of the position enhancement is $33,759.    
 
The Finance Department has set‐aside $40,000 in contractual funding for a water rate study in 
FY 2017.  We think it a best practice to engage this process upon the publication of our five‐year 
financial forecast.  We have the obligation under the Installment Purchase Agreement pertaining 
to  the  2010  Certificates  of  Participation  (COPs)  to manage  rates  and  charges  sufficiently  to 
maintain a 1.15 times debt coverage ratio.  It is the consensus opinion of our bankers and credit 
rating agencies that the District eventually act to increase its revenue recovery from potable and 
recycling water sales.  The question isn’t if we act in this politically sensitive policy area, it is when 
we will act. 
 
Debt Service Interest ‐‐ The interest portion attributable to the 2010 COPs decreases by $46,101 
in FY 2017.  This is good news.  The less‐than‐good news is that the principal portion of this debt 
service payment  increases  this year by $220,000.   See discussion of Debt Service Principal  in 
another section of the Budget Message.  
 
Human Resources Department ‐‐ The Human Resources budget offers increase over the prior year 
in the amount of $157,641. The main factor in the increase is the transfer of all costs associated 
with  the  District’s  employment  practices  insurance  coverage  to  Human  Resources.    It  was 
incorrectly budgeted in Building Services last year.  There’s no sugar‐coating this one: the high 
cost  for  this  insurance  is negatively  influenced by  the District’s  recent employment  litigation 
history.  The FY 2016 cost was $155,000, up sharply from the $70,000 budget estimate we started 
with  last year.   The quote we have  for renewal  in FY 2017  is $198,000.     The HR budget also 
possesses  funding  for  training  for  newly  elected Board members,  $15,000,  and  staff  project 
management, $30,000.  The latter training is a requirement of the State Audit.   
 
Last, the HR budget contains $85,000 as a set‐aside for merit pay adjustments for our employees.  
This represents a combined adjustment factor of 3.9%.   
 
External Affairs Department ‐‐ The External Affairs budget has been decreased by $143,059, not 
because  of  programmatic  reductions,  but  because  we  have  transferred  the  Conservation 
Manager position to the Water Resources & Planning Department effective July 1, 2016.   This 
shifting of human resources creates a win‐win for the District.  A talented employee will be able 
to grow into greater involvement in the technical areas of water use management, and Water 
Resources & Planning will extend  its  reach  in  the organization.   Additional benefit  in  this  re‐
allocation of resources is found in the technical support that will be provided the Conservation 
Manager in grants management.  The District is suddenly beneficiary of large Proposition 50 and 
Proposition 84 grant awards and a team approach to these projects makes business sense.   
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Apart from this change, the Government Affairs budget within External Affairs Department has 
provided for a full‐year of lobbyist services, total contract value $124,000.  Last year we budgeted 
$60,000 for lobbyist assistance for a limited portion of the Fiscal Year. 

Engineering & Recycled Water Operations Department  ‐‐  The  Engineering & Recycled Water 
Operations  budget  increases  over  estimated  FY  2016  by  $170,923.    This  said,  however,  the 
Department’s mission  in FY 2017  is  less about money and more about direction and purpose.  
Now that we have achieved a staffing ratio and consistency of function in the Department, we 
are  proposing  an  aggressive  capital  projects  plan  that will  need  great  attention  and  project 
management.   Almost $6.4 million has been put into play, spread among four different major 
projects.    See  the  Capital  Improvement  Projects  and  Grants  Projects  section  of  the  Budget 
Message for complete explanation.   

The capital projects plan addresses the recycled water sales future through the creation of new 
pipeline and delivery mechanisms.  In the here and now, the most significant monetary change 
in the budget is the addition of contractual costs designed to kick start recycled water customer 
development with new connections available to the current Central Basin delivery infrastructure. 

 Our existing contract with Liberty Utilities for on‐site management of recycling facilities has
been augmented on a one‐time basis by $98,500 so that Liberty can commence customer
outreach to expand our recycled water customer base.

 Hand in glove with this contract enhancement is the addition, approved in FY 2016, of one
full‐time position in our organization – a Recycled Water Development Specialist – designed
to work alongside Liberty  in customer development.   The  intention of  this unique public‐
private partnership is to train the new employee over the course of the next 12 months, and
then allow  the  contract modification with  Liberty  to expire.   We will be  left with a  field‐
trained, contributing employee to the benefit of recycled water sales.

Water Resources & Planning Department ‐‐ Last year we created the Water Resources & Planning 
Department  in  recognition  of  the  growing  importance  of  this  function.    This  year  the  total 
Department spending plan increases by $249,480. 

 This year we are expanding the technical reach of the Department with the transfer of the
Water Conservation Manager to Water Resources.  This shifting of human resources creates
a  win‐win  for  the  District.    See  the  discussion  of  this  exchange  in  the  External  Affairs
Department narrative above.

 Mostly as a consequence of the position transfer, the budget for Water Resources & Planning
displays $248,580 increase of estimated FY 2016 spending.

 The Department’s budget has also been enhanced by the $40,000 to conduct a water supply
reliability study in FY 2017.
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Information Technology & Building Services Department ‐‐ Spending in the Building Services cost 
centers expands by a  slight margin, $29,848, owing  to a $21,850  in  software  licensing  costs, 
$3,400 increase in data transmission costs, and $4,000 increase in electricity costs. 
 
Legal Services ‐‐ The FY 2017 legal service budget decreases by $51,948.  Beyond this fact, the 
historical numbers tell the story.  Legal spending by fiscal year has been $1,585,617 in FY 2013; 
$2,582,375 in FY 2014; and $664,805 in FY 2015.  Estimated spending is $530,948 in FY 2016.  The 
recommended budget for FY 2017  is $479,000. As can be easily seen, the difficult, transitional 
period the District faced is largely behind us, and our bottom line is much better for it. 
 
California State Auditor’s Report: The “Governance Question” 
 
In addition to the 32 recommendations for action made to the District, the State Auditor made a 
single  recommendation  to  the  California  Legislature  to  consider  changing  the  District’s 
governance structure.  “The District’s Board of Directors is currently publicly elected,” the report 
declares, “yet the Board’s customers, to which it should be held accountable, are those various 
entities the District wholesales water to which is, in turn, then sold throughout the District.”   
 
In  the  several weeks  following  publication  of  the Auditor’s  report,  action  on  the  governance 
question  has  swiftly  followed  two  tracks.    On  one,  the  District  has  provided  a  professional 
mediator to our purveyor community – “those various entities the District wholesales water to” ‐
‐ to develop a consensus for their preferred policy direction.  On the other, legislation has surfaced 
in  Sacramento  that  would  mandate  structural  change  through  the  imposition  of  additional 
members on our Board of Directors and through the creation of a “technical advisory committee” 
with statutory powers over certain elements of District functioning.  
 
The good news  is that the two tracks are working  in parallel and collaborative manner, and all 
parties  demonstrate  sincere  commitment  to  the  District’s  governance  improvement  and 
operational sustainability. 
 
The less‐than‐good news relates to the rule of unintended consequences.   Permanent additions 
to the District’s Board of Directors will result  in permanent addition to our administrative cost 
structure ranging between $136,000 to $260,000 annually.  And resulting one‐time governance 
transition costs could approximate $85,000 in FY 2017, reaching a total of $300,000 in subsequent 
years.    Increased cost translates  into  increased pressure on our debt coverage ratios and debt 
covenants.   It will be a sad irony indeed if the “solution” to governance problems in our past – 
problems largely solved at this writing – adds greater pressure on the District to raise water rates 
to offset legislatively‐mandated costs. 
 
At this writing, legislative resolution of this critical matter has not been achieved.  For this reason, 
total projected incremental costs ranging between $221,000 and $345,000 are not included in the 
FY 2017 Proposed Operating Budget.  Nor have we made assumption in our Five‐Year Forecast for 
additional transition costs of $215,000 in subsequent years.  If and when change is made to our 
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governance structure, we plan on returning to the Board of Directors to recommend action and 
to seek expense appropriation from reserves to accommodate the new spending requirements.   

Debt Service Principal 

Accounting  standards  for  enterprise  operations  like  ours  require  that  debt  service  payments 
toward  principal  reduction  (debt  service  interest  is  discussed  above)  be  transacted  from  the 
District’s balance sheet.   This means  that  these disbursements do not appear on  the District’s 
general ledger and are therefore not immediately obvious to the lay observer. 

Our requested authorization for payment in FY 2017 is threefold: 

 Principal for the 2008 COPs in the amount of $525,000.  Last year’s payment was $500,000.

 Principal  for  the  2010  COPs  in  the  amount  of  $1,040,000.    Last  year’s  payment was
$820,000.    The  payment  in  FY  2018  increases  to  $2,645,000.    Herein  the  reader
understands the District’s motivation to re‐finance the 2010 COPs.  See related discussion
in the Debt Refinancing section of the Budget Message.

 Principal payments for the Vernon Projects Credit in the amount of $43,901.

Water Quality Protection Project  

In the early 1980s,  it was discovered that  large portions of the groundwater  in the San Gabriel 
Basin groundwater was contaminated with volatile organic chemicals.  In 1984, the EPA identified 
the San Gabriel Valley as a Superfund Site subject to remediation.    In response, the Basin was 
divided into eight operable units, one of which is the Whittier Narrows Operable Unit (WNOU).  
The goal of the remedial action for the WNOU  is to contain contaminated groundwater that  is 
migrating from the San Gabriel Basin through Whittier Narrows and into Central Basin.  Due to the 
hydrogeology of this region, all of the water that leaves the San Gabriel Basin passes through the 
Whittier Narrows and  into the Montebello Forebay, which comprises the northern portion and 
primary  source  of  recharge  for  the  Central  Basin.    The WNOU  remediation  prevents  further 
contaminated groundwater  flowing  from  the San Gabriel Basin  into  the Central Basin aquifer, 
protecting downstream wells and the groundwater recharge facilities to the Montebello Forebay.  
The WNOU is operated and maintained by the EPA. 

In the early 2000’s, the Water Quality Protection Project (WQPP), funded by the United States 
Bureau of Reclamation, was constructed and put  into production to prevent any contaminants 
from San Gabriel Valley  that may make  it beyond  the WNOU  from  spreading  into  the Central 
Basin’s local groundwater supply. The WQPP system facilities, located downstream of the WNOU, 
consist of two extraction wells and associated liquid phase granular activated carbon treatment 
for  the  removal of volatile organic chemicals and other contaminants.   The District  received a 
domestic water  supply  permit  from  the  California Department  of  Public Health  in  2004  and 
became a community water system entitled to operate the newly‐constructed facilities that are a 
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part of the WQPP.  Currently, the two source wells and treatment facility are owned by Central 
Basin and tie  into an existing distribution system owned and operated by the City of Whittier.  
Once the WQPP water is pumped and treated, it flows into the chlorination basins owned by the 
City of Whittier and is then distributed to the cities of Whittier, Santa Fe Springs and Pico Rivera. 

The WQPP was established to be budget neutral to Central Basin.   Each year, costs incurred by 
the District are recovered in full by sales of the treated water to the cities of Whittier, Santa Fe 
Springs and Pico Rivera.  In FY 2017, however, water sales alone will not offset additional expenses 
the District has budgeted to continue the process of closing the WQPP out.   For this reason, a 
funding  reserve  on  the  District’s  balance  sheet  established  years  ago  from  excess  WQPP 
assessment is applied against expenses at year end.    

Capital Improvement Projects  

For  several  successive  years,  the District’s  senior management  leadership  and  Engineering & 
Operations Department staffing was in an unfortunate and constant state of change.  Our ability 
to plan, budget and execute capital projects was thwarted by inconsistency, and the bottom line 
results tell the story.   Some $13.9 in capital project budgets were put on the table between FY 
2013 and FY 2015 and barely $100,000 was expensed.   

Today, with permanent staffing and consistency in operations in place for nearly two years, we 
are determined to make huge inroads into capital spending on our recycled water system.   

Major projects are described below. 

3 Million Gallon Storage Tank: Study & Design, $350,000 ‐‐ The eventual construction of a storage 
facility  for our  recycled water  system will  allow  the distribution delivery  system  to provide  a 
balance against daily demand for water.  The final product, expected to be completed in FY 2019, 
will possess capacity to meet a “24/7” demand throughout the year.   Total project cost over a 
three‐year period is $3,500,000, of which low‐interest loans will make up $3,350,000 of the total.  
In FY 2017, Grant funding will contribute $75,000, Central Basin’s contribution will be $75,000, 
and low‐interest loans will contribute $200,000. 

Rio Hondo Pump Station Improvements, $650,000 ‐‐ This is the first year of a two‐year initiative 
that will replace water pumps and a variable speed drive that have been “life‐cycled” into relative 
obsolescence.  Central Basin will contribute the total project budget over the next two years of 
$1,300,000 from District reserves or from a low‐interest loan. 

Montebello  Recycled  Water  Expansion  Project,  $1,890,000  ‐‐  The  District,  Montebello  Land 
Company, the City of Montebello, the San Gabriel Valley Water Company and the City of Monterey 
Park will construct a pipeline to bring recycled water supply into the northern area of the City of 
Montebello, the City of San Gabriel and, potentially, the City of Monterey Park.  The pipeline will 
extend  from  the existing  recycled water  system  in  the City of Montebello. This  is a  two‐year 
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project having total budget of $4,725,000.   Funding sources are divided between Proposition 1 
grants and low‐interest loans. 

Monterey Park Recycled Water System Expansion Project, $1,470,000 ‐‐ The City of Monterey Park 
has partnered with the District in an extraordinary way.  The City is putting up $3,675,000 of its 
own  funding,  to be  reimbursed  to  the District as project  lead,  to create a delivery  system  for 
expanding  recycled  water  development  in  their  community.    The  project  offers  a  two‐year 
timeline  for execution, with  the District “fronting” expenditures, and  the City  reimbursing  the 
District at every step of the process. 

La Mirada Recycled Water System Expansion Project, $1,000,000 ‐‐ This four‐year effort will see 
to expansion of the existing recycled water distribution system in south Santa Fe Springs into La 
Mirada.  To date, we have been advanced the processes of procuring environmental consulting 
and design  services.   The proposed pipeline alignment  is being determined  together with  the 
confirmation of new points of connection.  From there we will obtain site plans for each location 
and determine retrofit needs.  Our efforts find collaboration with Suburban Water Systems.  Total 
project budget over  a  four‐year horizon  is $14,530,000.    Funding  sources  are divided equally 
between Proposition 1 grants and low‐interest loans. 

Gateway Cities Recycled Water Expansion Project, $494,300 ‐‐ With a Proposition 84 grant award 
already  in hand,  the  cities of  South Gate, Bell Gardens and  Lynwood  are partnering with  the 
District  to  expand  the  District’s  recycled  water  system  (and  site  connections)  into  their 
communities under a bundled project named the Gateway Cities Project.   

The scope of work under Proposition 84  funding  includes planning, design and environmental 
documentation  for pipeline  construction.   After  completing  these portions of  the project,  the 
partnering agencies plan to look to Proposition 1 funding for and construction.   

The District’s General Counsel is now preparing individual agreements to formalize partnerships 
with each city.   We expect differences  in agency approach  in each agreement.    It appears that 
South Gate will be working  to prepare  their own environmental documents and design.   Bell 
Gardens may handle their project in a similar manner.  On the other hand, the District may execute 
the  environmental  and  design  processes  for  Lynwood.    The  terms  of  these  contracts will  be 
influenced by the terms of the contract agreement to be executed between the District and the 
Gateway Water Management Authority.   

This  is a four‐year project valued at $9,186,500 that will utilize the District’s $920,811 Prop 84 
grant award and a Central Basin $125,333 match in the first two years.  Future project funding will 
be derived from Proposition 1 grant funding.   

Grant Projects 

Grant funding is an elusive prey.  From a distance it appears easy to hunt down awards offered 
by agencies like the State of California, the Department of Water Resources (DWR), or MWD, but 
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the day‐to‐day reality is quite different.  This ain’t money for nothing.  Applying for and managing 
grants  is highly‐technical and  time‐consuming work  that pushes  the  limits of our permanent 
staffing in Engineering, Water Resources and Finance.   
 
We saw some of this coming.   In FY 2017 we have transferred the Conservation Manager, the 
lead project manager on conservation grants, to the Water Resources & Planning Department.  
This shifting of human resources creates a win‐win for the District.  Our employee will be able to 
grow  into  greater  involvement  in  the  technical  areas of water use management,  and Water 
Resources &  Planning will  provide  technical  support  to  grants management.    The District  is 
beneficiary of large Proposition 50 and Proposition 84 grant awards and we must evolve toward 
a team approach on these projects to achieve greatest success. 
 
There are two parts to the grant funding dialogue in FY 2017.  The first is about the grant awards 
we already have in hand.  The second is about our plans to obtain new funding. 
 
Two water conservation grants have been awarded us and are  included  in the FY 2017 Grant 
Projects Proposed Budget. 
 

 Water  Conservation Management &  Education  Program Grant,  $809,000  ‐‐  The  State  of 
California, through the DWR, extends a second year of funding to us by virtue of Proposition 
50.   We aren’t afforded much time to act: all funding must be expended in full by December 
31, 2016.   We stepped up  last month and selected a vendor to manage the program, and 
activities have already commenced.  Eligible uses of funding target public and private agency 
retrofits and device installations.   

 

 Proposition 84 Southeast Water Efficiency Program (SEWEP), $235,301 ‐‐ Funding applied in 
FY 2017 will commence the first year of a three‐year conservation programming effort.  The 
total grant award is $705,902, and the District will match with $402,944.   The application of 
funding will target non‐profits agencies.  That is, public places and City‐owned facilities.  We 
expect all relevant project documents to be in place between May and July of this year. 

 
A Proposition 84  recycled water capital grant has been awarded us and  it  is discussed  in  the 
Capital Improvement Projects section of the Budget Message. 
 
In terms of the immediate future, we entertain aggressive plans this year to achieve grant funding 
under  the  patronage  of  Proposition  1  for  capital  projects  discussed  earlier  in  the  Capital 
Improvement Projects section of the Budget Message: the 3‐MG storage tank and Montebello 
and La Mirada expansions.  If that isn’t a heavy enough lift, we also target the same projects for 
low‐interest  loan  applications.   Much  is  to be  done,  considerable effort need be  applied on 
multiple fronts. 
 
As project work toward capital projects and grants management advances,  it will be of critical 
importance that we hold ourselves accountable to doing what we say we will do.  If we reach our 
productivity limits and progress in any project area lags, it will be the duty of senior management 
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to clearly communicate  in status reporting and, when necessary, request necessary additional 
resources (e.g., consultant assistance) to make things happen on the schedules we publish. 

Changes to Authorized Positions of Employment 

We propose a full‐time equivalent (FTE) position total of 24.73, a position count 1.51 FTE greater 
than last year.  A description of the proposed changes to authorized staffing follows below.  See 
the Authorized Positions of Employment schedule within another section of the Proposed Budget 
for a complete listing of all District positions. 

 Water Resources Intern (.35 FTE increase) ‐‐ Our internship program was established last year
and created great value‐added to the organization at low cost.  For FY 2017, the expanding
activities of the Water Resources & Planning Department offer opportunity to fill in the work
gaps with part‐time internship staffing.  Incremental annual cost of the position is $11,755.

 Principal Water Resources Specialist (.27 FTE increase) ‐‐ The District has had the benefit of the
superb services of a retired CalPERS annuitant in this position working an average of 6.5 hours
each week.  We propose expanding the staffing hours of this position to meet the expanding
activities of the Water Resources & Planning Department to approximately 12 hours per week.
Incremental annual cost of the position enhancement is $60,457.

 Accounting Associate (.04 FTE increase) ‐‐ The proposed FTE increase for this position is small,
just .04 FTE, but the proposed change in position composition is the real story.  We propose
that this position, formerly a Budget & Finance Intern, be re‐classified to Accounting Associate
and that the position become a permanent part‐time position with full employee benefits.  As
the Finance Department’s role in grants accounting and capital projects accounting expands
with our aggressive grant and capital plans, the attractiveness of part‐time job with full‐time
benefits  will  easily  allow  us  to  attract  and  retain  top‐quality  talent  and  will  keep  the
Department at the cutting edge of performance.  Incremental annual cost of benefitting this
position is $33,759.

 Public Affairs Specialist (.25 FTE  increase) ‐‐ This position  is currently employed  in a .75 FTE
part‐time capacity with full employment benefits.  We propose expanding the FTE to full‐time
status  to meet  the demands  of  External Affairs Department  event  logistics  and  customer
outreach.  Incremental annual cost of bringing this position to full‐time status is $13,172.

 Public Affairs Intern (.15 FTE decrease) ‐‐ This internship position is proposed for termination
on June 30, 2016.  Expansion of the Public Affairs Specialist position, see above, leaves no gap
in work performance  in the External Affairs Department.    Incremental annual savings  from
position termination is $5,710.
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Employee Compensation and Benefits 

The District is a merit‐based employer.  Our compensation system is not subject to union contracts 
or collective bargaining.  The compensation for each employment classification is established by 
action of the Board of Directors and  is periodically updated to capture changes  in classification 
titles and rates of compensation.    

While the December 2015 State Auditor’s report observed that our employee compensation may 
generally  lag  similar  agencies, we  endeavor  to  provide  a  return  for  services  rendered  that  is 
competitive within the framework of what we can afford. 

Total budgeted salaries for the District in FY 2017 are $2,203,269.  This year, consistent with FY 
2016, we have set aside funding for merit‐based pay adjustments.  The Human Resources budget 
contains $85,000, or approximately 3.9% of our total base pay, for this purpose.   

The District provides a full range of benefits for full‐time employees.  Our health care coverage is 
particularly distinguished.  Total budgeted benefits for FY 2017 are $1,261,738. 

Employee Defined Benefit Pension Plan 

We are a participant in the California Public Employees Retirement System (CalPERS).    District 
employees,  depending  on  original  date  of  hire,  participate  in  the  CalPERS  3%@60,  Plan,  the 
2%@55 Plan, or the PEPRA  2%@62 Plan.  

The FY 2017 rate of contribution against salaries paid to full‐time employees for each retirement 
plan is as follows: 16.56% of compensation for the 2%@55 Plan; 21.50% for the 3%@60 Plan; and 
6.93% for the PEPRA Plan.   

On January 1, 2013, the Public Employees’ Pension Reform Act of 2013 (PEPRA) took effect.  In 
addition to creating a less‐expensive retirement formula for newly hired members, PEPRA closed 
all pre‐existing retirement risk pools to new employees.  The District implemented these changes, 
closed its plans to new members, and established its PEPRA plan for all full‐time employees hired 
after January 1, 2013.   

Pension reform came with a price to pay for all CalPERS member agencies.  CalPERS faced a long‐
term pension‐funding dilemma because the less‐expensive retirement formula in the PEPRA plan 
translated  to  diminishing  contributions  to  pre‐existing  retirement  plans.    It  was  no  longer 
actuarially feasible to assume new membership growth and payroll growth as in the past. 

Shortly thereafter, on May 21, 2013, the CalPERS Board of Administration revised methodology 
for  future  member  agency  contributions  and  implemented  the  requirement  that  member 
agencies pay down their unfunded accrued liability (UAL) as an annual dollar assessment.  Both 
changes are amortized over a 30‐year period beginning in Fiscal Year 2015‐16.  The District’s UAL 
payment in FY 2016 was $214,609.  Our UAL payment grows by 14% in FY 2017 to $245,397.   
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The District’s total FY 2017 pension costs, inclusive of the UAL, is estimated to be $561,034. 

Other Post‐Employment Benefits (OPEB) 

OPEB costs constitute the promise we have made to current and retired employees to continue 
their medical coverage and health reimbursement out‐of‐pocket spending after their retirement 
from our service.  A third‐party actuarial determination of current and future OPEB plan costs is 
an accounting requirement implicit to this benefit.  The resulting computation of annual lump‐
sum contribution is called the Annual Required Contribution (ARC).   

The District has exceeded its ARC by virtue of its operating budget payments for several years, 
and we have, as a result, postponed for two years our lump‐sum cash contribution to the ARC 
and still maintained a 97% plan funded ratio.  The point is this: the lump‐sum OPEB ARC payment, 
estimated at $137,000 in FY 2017, has been omitted from the Human Resources budget for the 
third consecutive year.  In the future, if plan actuarial valuations change and the ARC requirement 
grows beyond our spending pattern that maintains full plan funding, we can expect to re‐budget 
the ARC. 

There are currently 13 retired District employees being served by our healthcare program. 

Credit Ratings  

The District  has  deep  respect  for  the  credit  rating  reports  published  by  external monitoring 
agencies; we do, in fact, premise our financial planning activities on maintaining or improving the 
District’s credit standing.   

Several months ago, new credit rating reports were published by Standard & Poor’s and Moody’s.  
The Standard & Poor’s report, published in September 2015, affirmed all elements of the District’s 
prior ratings.  The rating affirmed the District’s ‘A’ rating and underlying rating on its 2010 revenue 
certificates  of  participation.   At  the  same  time,  the  ‘AAA/A‐1+’  rating  to  the District’s  2008B 
adjustable rate refunding COPs, with a bank facility (letter of credit) extending to September, 23, 
2016, was also affirmed.  This is good, but there is caution here, too.  S&P continues a “negative 
outlook” on  the District  as  a  reflection of  revenue uncertainty  and potential  impacts  to debt 
service coverage consequent to the California drought.   

Our disclosure would be slapdash if only part of the story were told.  S&P’s 2015 affirmation of 
prior  ratings  is  indeed a positive  indicator, but  it  follows  S&P’s April 2014  ratings  report  that 
downgraded three of the four rating elements in our credit profile. 

In the aftermath of bad and good news  from S&P, the Moody’s report, published October 16, 
2015, downgraded the District to A1 from Aa3.   Moody’s decision to downgrade was primarily 
driven  by  concern  over  future  debt  coverage  ratio  levels  that  may  underperform  due  to 
conservation efforts associated with prolonged drought conditions.   
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On the flip side, both rating agencies reference as strong points the strength and diversity of the 
District’s  service  area;  reduction  in  litigation  expense;  recently‐appointed  senior  managers; 
stability in property‐based standby charges; and improved financial performance in Fiscal Years 
2014 and 2015.   

The District is currently at work with its financing team in an effort to refinance the debt associated 
with our 2010 COPs.  As we prepare to approach the rating agencies to evaluate our borrowing 
position, our rapid progress in meeting all recommendations made by the State Auditor and our 
assembly of a first‐ever five‐year financial forecast will speak loudly about our advancements and 
credit‐worthiness.   

Debt Coverage Ratios 

A homeowner hopes to generate annual  income for her household that  is significantly greater 
than annual mortgage payments.  If the spread between income and housing costs is too narrow, 
she  can  become  “house  poor”  and  the  family’s  other  financial  obligations  suffer.    In  similar 
manner, it is a primary financial objective of the District to consistently achieve annual net revenue 
in substantially greater proportion than our debt service payments.  This statement is a working 
definition of the “debt coverage ratio.”  The debt coverage ratio is used by credit rating agencies 
and our creditor bank to evaluate our performance.   

We get it at Central Basin.  The debt coverage ratio is serious business.  And it is a highly influential 
factor in our credit ratings.  We demonstrate our respect for the credit rating agencies by using 
the debt coverage ratio  for budget planning,  internal performance assessment and  for  longer‐
range financial planning.  

We coordinate with Moody’s credit rating agency and U.S. Bank, the managing arm of our letter 
of credit, and refer to our 2010 COPs Installment Purchase Agreement to achieve alignment with 
all debt coverage methodologies using the verified results of annual audits.  The same formulaic 
models are used by the Finance Department for interim reporting and budget planning. 

While the rating agencies may ultimately be correct in their opinion that the California drought 
may translate into lower water sales and revenue and diminishing debt coverage ratios in the near 
future,  the  three‐year  pattern  in  the District’s  debt  coverage  ratio  demonstrates  noteworthy 
advancement.  The ratio derived according to Moody’s methodology was 0.11 times in Fiscal Year 
2013, and  improved substantially to 1.04 times  in Fiscal Year 2014.   The Fiscal Year 2015 ratio 
increased to 1.58 times, exceeding our target goal of 1.50 times as established by Moody’s.   

U.S. Bank, the overseer of our letter of credit pertinent to the 2008 COPs, employs a more liberal 
calculation  in  its coverage ratio because  it excludes expenses pertaining to our External Affairs 
Department.   This  calculation, with  its 1.15  times  coverage  target, has been a working policy 
objective for the District in budget assembly and interim monitoring.  The ratio of 0.86 times in 
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Fiscal Year 2013 improved to 1.29 times in Fiscal Year 2014.  The Fiscal Year 2015 ratio improved 
markedly to 1.78 times.   

Discussion of the range of debt coverage ratios estimated for FY 2016 and FY 2017 is found in the 
Net Revenue Analysis and Debt Coverage Ratios section of the Budget. 

Five‐Year Financial Forecast 

In October of 2015 we engaged contract with a consultant firm to professionally develop a five‐
year financial forecast.  The District last published an internally‐developed five‐year forecast in 
FY 2010.  The forecast will model our current revenue and expense structure and contrast it with 
models necessary for the improvement of our net revenue and debt coverage performance. 

Work was  temporarily suspended  in  January until  the District completed  its Five‐Year Capital 
Improvement Projects Plan.  Work resumed at the beginning of April when we delivered the Plan. 

When  the Forecast  is  rolled out,  it may  result  that because we are not currently considering 
surcharge or other revenue increase we will discover that an unchanged rate structure will not 
adequately provide for continuation of acceptable debt coverage ratios.   Our 2010  Installment 
Purchase Agreement requires the District to  fix, prescribe and collect rates and charges  for  its 
water service at  least sufficient to yield a debt coverage ratio of 115%.     The banks and rating 
agencies aren’t shy about communicating this requirement to us.   

On the other side of the coin, a policy choice to hold our revenue structure constant would require 
implementation of progressive reductions from our operating budget.   

The choice we face to get from here to there is either raise the bridge or lower the water.  We will 
get a glimpse of  the magnitude of  corrections needed when  the Forecast  is presented  in  the 
coming weeks.   

Debt Refinancing and Letter of Credit 

The debt service schedule pertaining to the District’s 2010 COPs obligates an increase in the debt 
service principal payment of $1,605,000, or 54% in Fiscal Year 2018.  That’s one year from now.  
The  balloon  increase  remains  in  place  for  five  years,  until  Fiscal  Year  2022,  and  then  drops 
precipitously beginning in FY 2023.  The total five‐year cost of the increase is $6.7 million greater 
than our status quo revenue base can support, meaning that we would be obligated to pay debt 
service from reserve holdings in violation of debt covenants or confront ominous water sales rate 
increases. 

For the record, our potable surcharges of $90 would have to be raised to $143 to make up the 
increase in debt service.  That’s a 59% rate increase. 

2531



Conjecture has it that decision makers in 2010 consented to this aggressive debt service schedule 
because a water utility  is often seen as having relative freedom to raise rates.   This  is not real‐
world thinking.  Nor is it consistent with the evolving application of Propositions 218 and 26 and 
related case law that call for revenue decisions that possess a cost of services nexus.   

Viewed from another perspective, the FY 2018 increase of $1,605,000 is equivalent to 14% of our 
department‐based operating budget.  It follows that if we do not re‐finance this obligation now 
we face operating budget reductions of at least 14% beginning next year.   

Months  ago  we  re‐assembled  the  financing  team  first  created  in  2014  (financial  advisor, 
underwriter and bond counsel) and have begun the process of refinancing our debt obligations. 
The process is similar to a home refinancing: we seek level and equal “mortgage payments” in the 
future that will not disrupt financial planning.   

It is the consensus opinion of the financing team that the District’s Five‐Year Financial Forecast 
must be first developed and available for review by potential creditors before the process begins 
in earnest.   

It  is one  thing  for credit  rating agencies  to express dispassionate opinion on  the District.    It  is 
another entirely when a bank puts its own financial “skin in the game” to carry a letter of credit 
(LOC) with a public agency.  Months ago the District was notified that US Bank, the holder of our 
LOC pertaining to the 2008 COPs, was considering a termination in our credit relationship.  This 
was bad news with potential worst‐case outcomes of catastrophic dimension.  US Bank officials 
were understandably worried about recent credit rating opinions of Moody’s and S&P and the 
issues of District governance identified by the State Auditor.   

Following a credit review process that included extensive interview with me on our progress and 
prospects  regarding managerial  improvements, organizational  functioning and water  resource 
management, we were relieved to have been recently notified that the bank is recommending to 
its credit committee the continuation of the LOC for a period of 2 years.  Bank officials have made 
it  clear  to  me  that  while  they  are  favorably  impressed  with  what  we’ve  done  to  change 
organizational inertia, meet the State Auditor’s recommendations, and implement a host of best 
practices  and  internal  controls,  the  relatively  short  two‐year  renewal  serves  as  not‐so‐subtle 
notice that that we must sustain our performance into our medium‐ and long‐term future. 

New Financial Policies 

 Reserves Policy ‐‐ Adopted  in April 2015, the District’s first‐ever Reserves Policy established
several designations against Unrestricted Net Position.  The designations can be released and
applied to certain expenses (legal, capital, election, grant cash flow) through public action of
the Board of Directors.  The Reserves Policy is now being updated to establish guidelines for
replenishment of reserve designations following their use.
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 Debt Management Policy ‐‐ Adopted in December 2015, bringing together a plethora of best
practices  in alignment with Government Finance Officers of America (GFOA) standards, the
District’s  first‐ever  Debt Management  Policy  offers  guidance  for  staff  and  the  Board  of
Directors in evaluation of debt service options; maintenance of appropriate assets for present
and  future  needs;  enhanced  reporting  requirements;  protection  of  credit  rating;  and
adherence to the legal means of financing authority through internal controls.

 Revised Procurement Policy ‐‐ Extensively revised by staff and General Counsel in March 2016,
the new Policy  represents  the  amalgamation of best practice  and  current  legal  standards
specifically tailored to Central Basin’s unique functioning. In addition to revising elements of
the Administrative Code pertaining to administrative functioning within the organization, the
Policy incorporated all internal controls recommendations made to the District by the State
Auditor in December 2015.

Treasury Management 

Central Basin’s 2016  Investment Policy was approved by the Board of Directors on January 25, 
2016.   

The  Policy  was  created  in  compliance  with  California  Government  Code,  Section  53600.  It 
establishes guidelines and practices used in managing the District’s available cash and investment 
portfolio.  In addition to maintaining consistency with the legal investment authority established 
by  the California Code,  the District,  like most other  local government agencies, holds  to  three 
investment objectives:  Safety of Principal, Protection of Liquidity, and Return on Investment.  In 
practice,  the  investment objectives  translate  into  conservative  treasury practices  that  seek  to 
protect District assets from loss.   

The Investment Policy ‐‐ reviewed and approved at least annually by the Central Basin Board of 
Directors – stipulates that the District’s Finance Director/Treasurer publish a monthly report to 
the Board of Director’s “indicating the types of investment by fund, institution, date of maturity, 
and amount of deposit, and shall provide the current market value of all securities with a maturity 
of more  than  12 months,  rates  of  interest,  and  expected  yield  to maturity.”    The  reporting 
requirements are being met. 

The District maintains  its  investments  in  unrestricted  and  restricted  categories.   Unrestricted 
investments  include cash  in bank, deposits with the State Treasurer’s Local Agency  Investment 
Fund  (LAIF), active  investments under the custody of Union Bank, and miscellaneous  idle cash 
(money market fund) under the custody of Union Bank. 

Restricted investments have been established per the debt covenants pertaining to 2010 COPs.  
The  debt  covenants  require  maintenance  of  a  bond  reserve  invested  in  qualified  Federal 
government agencies.  The debt covenants are being met. 
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At this writing we have $16.8 million in net cash and investments under active management.  The 
weighted  average  yield  in  the  unrestricted  portfolio  and  restricted  portfolio  averages  about 
1.60%.  As a comparative benchmark, the State of California’s Local Agency Investment Fund (LAIF) 
yield is 0.45%.  

Investment income is estimated at $155,000 in FY 2016 and $160,000 in FY 2017. 

Basis of Accounting and Budget 

Central Basin  reports  its  financial activities using enterprise  fund accounting as established by 
GAAP.   Enterprise funds operate  in many ways  like private‐sector businesses.   Thus, enterprise 
fund financial statements (our audited Comprehensive Annual Financial Report, specifically) has a 
shared measurement  focus  (economic  resources)  and  basis  of  accounting  (accrual) with  the 
financial statements of private‐sector businesses.  For the purpose of financial reporting, revenues 
are recognized when earned and expenses are recorded when incurred, regardless of the timing 
of related cash flows.  

Private‐sector businesses and not‐for‐profit organization commonly utilize budgets.   However, 
budgets  for  these  organizations  are  essentially managerial  tools, whereas  budgets  for  public 
agencies like Central Basin, which must be approved by the legislative body, also serve as a control 
on management and impose restrictions on spending.   

While  year‐ending  financial  reporting must  strictly  adhere  to  accrual  accounting,  the  GAAP 
requirements for budgeting function only as guidelines.  GAAP requires that budgets be adopted 
by every government; that the accounting system provide a basis for budgetary control; and that 
budgetary comparisons be included in published budgetary statements and schedules.   

Central Basin develops and adopts its budget using a cash basis of accounting in conformity with 
GAAP requirements.  This means that all numerical and statistical data included herein represents 
a  full  twelve months  of  estimated  and  projected  financial  activity.    The  reliance  on  accrual 
accounting would be an  impractical budgetary methodology, as accrual accounting relies upon 
year‐ending accounting adjustments to the General Ledger of accounts.   

Conclusion and Acknowledgements 

If you’ve read this far, you’ve come to terms with the fact that the candor, disclosure and – yes, 
“transparency” – in this Budget Message far exceeds the norm.  Well, that’s our new standard.  
Over the course of 24 months the bar on performance has been raised and good government is 
the gift we return to the possession of the more than 1.6 million people and multiple agencies we 
serve.   

There  is a tangible quality  I have discovered  in the company of my co‐workers here at Central 
Basin.  It is remarkably positive, energetic, and life affirming.  I am proud to lead our team.  We, a 
group of less than 30 individuals under Board of Director’s leadership, have accomplished much 
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together, and our $65 million public service agency is positioned for exceptional performance in 
the water industry.  We are, it must be said, already focused on the sustainability and permanence 
of what we have established.   

The Senior Management team that have contributed greatly  in crafting the foundations of this 
financial plan deserve singular recognition: 

 Maggie Aguilar, Director of Administration & Board Services

 Dina Hidalgo, Director of Human Resources

 Joseph Legaspi, Director of External Affairs

 Jacque Koontz, Engineering & Operations Manager

 Lonnie Curtis, Chief Engineer

 Tammy Hierlihy, Water Resources Manager

 Albert Plimpton, Director of Technology

Many of my thoughts and intentions in matters financial find articulation through Josh Betta, our 
Finance  Director.    Josh  and  his  Finance  Department  team  have  gone  about  the  business  of 
accounting management,  procurement  and  budget  and  financial  planning  in  such  exemplary 
fashion that I have requested his co‐signature below.     

With respect and sincerity, we are  

Kevin P. Hunt P.E.  Josh Betta 
General Manager  Finance Director 

April 15, 2016 
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Summary of Revenues, Expenses and Changes in Unrestricted Net Position

This schedule of financial activity offers a three-year overview that starts from the verified Unrestricted Net 
Position of $12,586,926 as found in the District’s FY 2015 Comprehensive Annual Financial Report (CAFR). 
The enterprise accounting term “Unrestricted Net Position” is functionally synonymous with “reserves”. 

From the beginning reserves position, the schedule displays estimated outcomes from FY 2016 and their 
correlating impact to reserves at year end.  The same is true for FY 2017.   

 The Net Revenue Analysis and Debt Coverage Ratios schedule found later in the Budget presents information 
described above in a context tailored to the requirements of credit rating agencies and our creditor bank. 
This is akin to translation between related languages.   One takeaway is this: monies spent on capital projects 
are excluded in the District’s calculation of net revenue and debt service coverage ratios.  

Intricate application of the District’s Reserves Policy is found in this schedule. 

The Reserves Policy establishes Designations of Unrestricted Net Position for Election Costs, Legal Expenses, 
and Emergencies as stipulated below:   

$    750,000 

$ 1,000,000 
Election Costs: 
Legal Expenses 
Emergencies  $ 1,000,000 

The District shall endeavor to replenish Designations appropriated to Election Costs and Legal Expenses to 
the original amounts specified above within two fiscal years of their application, if not sooner.  The District 
shall also endeavor to replenish Designations applied to Emergencies to the original amount specified above 
within the timeframe established by the Board of Directors if and when emergency is declared.   

As the Finance Department closes the books in preparation for publication of its Comprehensive Annual 
Financial Report (CAFR), the General Manager shall determine the availability of unrestricted reserve 
funding and issue direction for replenishment of Designations as necessary and appropriate within the 
context of the District’s larger financial picture. 
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Audited Actual Estimated Budgeted
FY 2015 FY 2016 FY 2017

Beginning Unrestricted Net Position 5,036,629$      10,805,870$       

Revenue
Operating Revenue 51,646,757            65,095,313            
Low-Interest Capital Projects Loans - 1,645,000 
Agency Reimbursement Agreements - 1,470,000 
Grant Revenue 248,005 3,058,601 

Total Revenue 51,894,762$       71,268,914$       

Expenses
Operating Expenses 49,661,231            63,657,457            
Debt Service Principal (Balance Sheet Transaction) 1,362,831 1,608,901 
Capital Improvement Program

 Recycling 131,459 3,310,000 
 Grants 160,000 2,898,601 
 Grant Matching - 134,315 
 Building, Machinery & Equipment 15,000 25,000 
 Capitalized Cost of Project Staff 65,000 175,000 

Total Expenses 51,395,521$       71,809,274$       

Excess / (Deficiency) of Revenue to Expense 499,241$      (540,360)$        

Summary of Net Position 

Ending Unrestricted Net Position 5,036,629$      10,805,870$       10,920,511$       
 Designated Unrestricted Net Position

          Designated for Grant Cash Flow 500,000 - - 
          Designated for Election Costs 750,000 750,000 95,000 
          Designated for Legal Expenses 1,000,000 530,000 530,000 
          Designated for Emergencies 1,000,000 1,000,000 1,000,000 
          Designated for Capital 4,300,000 - - 

Ending Unrestricted Net Position 12,586,629$       13,085,870$       12,545,511$       

Central Basin Municipal Water District
Summary of Revenues, Expenses and Changes in Unrestricted Net Position
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Fiscal Year 2016-17 Adopted Operating Budget 

For several years this document has served as the centerpiece of the annual budgeting cycle.  In it are 
captured a summary of all District operating revenue and operating expense.  This schedule is brought 
together with grant-related data presented in the Fiscal Year 2016-17 Capital Improvement Projects and 
Grant Projects Budget to calculate net revenue and debt coverage ratios.   

Each year, following adoption of the Operating Budget by the Board of Directors, this schedule is re-created 
at the line-item level in the District’s General Ledger of accounts.  From this place, Departments and project 
managers are able to exercise authority to collect and disburse as established by District policy and 
procedures.  

The General Manager’s Budget Message offers extensive discussion of the revenue and expense 
componentry that make up the operating budget. 
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FY 2015 FY 2017

Audited Adopted Estimated Adopted $ %

Actual Budget Actual Budget Variance Variance

Revenues

Potable Imported Water 

       MWD Commodity 27,552,563$   27,961,601$   24,683,893$   28,798,350$   4,114,457 17%

       Late Payment Fee 7,113 - 12,825             10,000             (2,825) -22%

       Administrative Surcharge 2,128,159        2,100,000        1,853,098        2,100,000        246,902 13%

       Infrastructure Surcharge 608,046           600,000           529,457           600,000           70,543 13%

       MWD Passthrough -  RTS 1,480,460        1,860,000        1,851,408        1,359,021        (492,387) -27%

       MWD Passthrough - Capacity 859,974           700,000           856,929           1,400,850        543,921 63%

Replenishment Water

       MWD Commodity 10,425,571     8,730,000        11,524,647     19,790,136     8,265,489 72%

       Administrative Surcharge 1,646,595        1,050,000        1,374,451        2,170,000        795,549 58%

       Surcharge - Long Beach Transfer - - 21,675             - (21,675) -100%

Water Meter Service Charge 494,743           585,276           585,276           585,276           0 0%

Recycled Water 

       Recycled Water Sales 2,825,256        2,838,936        2,656,381        2,599,030        (57,351) -2%

       Local Resource Program (LRP) Rebate 1,352,525        1,452,750        1,245,650        1,214,500        (31,150) -3%

Water Quality Protection Program (WQPP) 642,840           788,200           695,175           695,175           0 0%

       WQPP Balance Sheet Year-End Adjustment - - 73,025             284,175           211,150 289%

Standby Charges 3,268,837        3,268,840        3,266,917        3,267,000        83 0%

       Standby Interest & Penalties 40,122             20,000             19,475             20,000             525 3%

Investment Earnings 149,121           124,000           155,000           160,000           5,000 3%

       Unrealized Gain / (Loss) on Investments (8,178)              - - - 0 #DIV/0!

Adminstrative Fee (WRD LRP) 6,338 15,400             8,850 11,800             2,950 33%

2012 SWRP Grant (Non-Operating Revenue) - - 170,625           - (170,625) -100%

Miscellaneous 30,324             50,000             62,000             30,000             (32,000) -52%

53,510,409$   52,145,003$   51,646,757$   65,095,313$   13,448,556 26%

Expenses

 Imported Water Costs

       Full Service 27,490,163$   27,961,601$   24,683,893$   28,798,350$   4,114,457 17%

       MWD Passthrough - RTS 1,866,013        1,860,000        1,392,869        1,359,021        (33,848) -2%

       MWD Passthrough - Capacity 780,120           700,000           845,586           1,400,850        555,264 66%

       Local Resource Program (LRP) Rebate 224,990           247,000           196,025           203,000           6,975 4%

       Replenishment 10,775,963     8,730,000        11,524,647     19,790,136     8,265,489 72%

District Administration 

       Department Adminstration 550,774           722,622           697,622           663,708           (33,914) -5%

       Board Services 682,908           373,983           363,983           1,059,201        695,218 191%

Finance Department

       Department Adminstration 665,063           775,459           798,723           798,323           (400) 0%

       Standby Charge Administration 97,480             101,500           101,500           101,500           0 0%

       Bond Administration 2008 B COPs 565,258           545,705           535,705           530,471           (5,234) -1%

       Bond Adminstration 2010 A COPs 1,831,093        1,584,271        1,584,271        1,543,404        (40,867) -3%

       Debt Refinancing Issuance Costs 12,000             180,000           120,000           - (120,000) -100%

Human Resources 444,404           760,449           825,449           957,061           131,612 16%

External Affairs

       Department Adminstration 692,753           783,200           743,200           598,689           (144,511) -19%

       Education 119,319           158,000           153,000           182,650           29,650 19%

       Government Relations 45,846             81,560             122,560           140,980           18,420 15%

       Communications, Outreach & Events 100,881           155,750           135,750           129,800           (5,950) -4%

       Conservation 58,918             53,518             38,518             - (38,518) -100%

Water Resources & Planning

       Water Resources 202,358           430,433           445,433           639,113           193,680 43%

       Water Use Efficiency - - - 15,800             15,800 #DIV/0!

Engineering & Recycled Water Operations

       Department Adminstration 7,515 - - - 0 #DIV/0!

       Engineering & Recycled Water Operations 2,453,435        2,519,821        2,277,821        2,456,944        179,123 8%

       Water Quality Protection Program (WQPP) 642,841           788,200           768,200           979,350           211,150 27%

Central Basin Municipal Water District
Adopted Operating Budget 

Fiscal Year 2016-17

Total Revenue

FY 2016 Est 16 v. Proposed 17
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FY 2015 FY 2017

Audited Adopted Estimated Adopted $ %

Actual Budget Actual Budget Variance Variance

Central Basin Municipal Water District
Adopted Operating Budget 

Fiscal Year 2016-17

FY 2016 Est 16 v. Proposed 17

       Recycled Water Customer Development 83,624             150,100           50,100             25,300             (24,800) -50%

Information Technology

       Department Adminstration 205,216           253,768           233,768           239,876           6,108 3%

       IT & Building Services 542,860           564,690           484,690           557,930           73,240 15%

Legal Services 664,805           400,000           530,948           479,000           (51,948) -10%

Utilities - Electricity (17,537)            (10,800)            (18,000)            (18,000)            0 0%

Interest Expense 24,970             - 24,970             25,000             30 0%

51,814,033$   50,870,830$   49,661,231$   63,657,457$   13,996,226 0.28183

1,696,376$     1,274,173$     1,985,526$     1,437,856$     (547,670) -0.2758

Total Expenses

Excess/(Deficiency) of Revenue 
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Fiscal Year 2016-17 Net Revenue Analysis & Debt Coverage Ratios 

Net Revenue Analysis -- This schedule results from the electronic linking of information displayed in the 
Operating and Capital Projects Budgets into a context specifically tailored to the requirements of credit 
rating agencies and our creditor bank.  The formatting follows industry standards.   

The net revenue calculation is created primarily through the isolation of revenue and expenses pertaining 
to District operations.  Capital expenses are excluded.  The result allows readers of financial information to 
interpret and analyze the dynamics of District operations.  

Debt Coverage Ratios -- It is perhaps the primary financial objective of the District to consistently achieve 
annual net revenue in at least 115% greater ratio than our debt service payments.  This statement is a working 
definition of the debt coverage ratio, and it is the covenant requirement the District agreed to when it issued 
the 2010 COPs.   

The debt coverage ratio is used by credit rating agencies and our creditor bank to evaluate our performance. 

Coverage ratios are calculated by dividing Net Revenue into Debt Service costs.  From a creditor 
standpoint, the larger the District’s coverage ratio the better; loftier ratios indicate that the District is earning 
substantially in excess of its debt obligations.  It’s similar to home mortgage financing.  Moody’s Credit Rating 
Agency has established a target of 150% coverage for the District.  US Bank and our Installment Purchase 
Agreement stipulate a minimum 115% coverage target.    

Accounting practices call for the removal of staffing costs and certain operational expenses from the General 
Ledger of Accounts at year end whenever these expenses qualify as having been dedicated to capital project 
work.  The removed expenses are appropriately re-assigned to the cost center of each capital project in a 
process known as “capitalization.”  The challenge in budgetary planning is that capitalized costs are most 
often determined after the budget year is complete and auditing work commences.  This means that year-
ending coverage ratios can vary greatly from beginning budgetary estimates. 

Measurements are useful insofar as they portion with reliability.  In FY 2017, the District has enhanced its 
projections of debt coverage ratios through the use of capitalization estimations at the beginning of the 
year.  This allows us to estimate ratios along a range of outcomes.  We hold this to be leading edge creativity 
that will fortify the consistency of our financial planning. 
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FY 2017
Budget Estimated @6.30.16 Projected

Operating Revenues
Net Revenue from Potable Water Sales 2,700,000$    2,395,380$    2,710,000$    
Net Revenue from Replenishment Water Sales 1,050,000 1,396,126 2,170,000 
RTS Recovery - 458,539 - 
Capacity Charge - 11,343 - 
Recycled Water Sales 2,854,336 2,665,231 2,610,830 
Water Service Charge 585,276 585,276 585,276 
WQPP 788,200 768,200 979,350 
MET LRP Rebate 1,452,750 1,245,650 1,214,500 

Total CB Revenue 9,430,562$    9,525,745$    10,269,956$    

Operating Expenses
District Administration 1,096,605$    1,061,605$    1,067,909$    
       Expense from Election Reserve Designation - - 655,000 
Finance / Standby Charge Administration 876,959 900,223 899,823 
Debt Service
       2008 COPs (Interest Only) 545,705 535,705 530,471 
       2010 COPs (Interest Only) 1,584,271 1,584,271 1,543,404 
Human Resources 760,449 825,449 957,061 
External Affairs 1,232,028 1,193,028 1,052,119 
Engineering & Recycled Water Operations 2,659,121 2,309,921 2,464,244 
WQPP 788,200 768,200 979,350 
Water Resources & Planning 430,433 445,433 639,113 
IT & Building 818,458 718,458 797,806 
Legal 400,000 280,948 479,000 
       Expense from Legal Reserve Designation - 250,000 - 
District LRP Rebate 247,000 196,025 203,000 

Total CB Expenses 11,439,229$    11,069,266$    12,268,300$    

Net Operating Revenue (2,008,667)$    (1,543,521)$    (1,998,344)$    

Non-Operating Revenue 
Standby Charge 3,288,840 3,286,392 3,287,000 
Investment Earnings 124,000 155,000 160,000 
Grant Revenue 800,000 248,005 1,538,601 
Miscellaneous Income 50,000 232,625 30,000 
Total Non-Operating Revenue 4,262,840$    3,922,022$    5,015,601$    

Non-Operating Expenses
Grant Expense 800,000 160,000 1,378,601 
Debt Refinancing Issuance Costs 180,000 120,000 - 
Total Non-Operating Expenses 980,000$     280,000$     1,378,601$    

Net Non-Operating Revenue/(Expense) 3,282,840$    3,642,022$    3,637,000$    

Unadjusted Net Revenue 1,274,173$    2,098,501$    1,638,656$    

Net Revenue (Debt Service Interest Added) 3,404,149$    4,218,477$    3,712,531$    

Principal Payments Made from Balance Sheet reducing
Long-Term Debt on Balance Sheet

       2008 COPs Principal 500,000$     500,000$     525,000$     
       2010 COPs Principal 820,000 820,000 1,040,000 
       City of Vernon Credit 42,831 42,831 43,901 

Total Principal Reduction 1,362,831$    1,362,831$    1,608,901$    

Central Basin Municipal Water District

FY 2016

Fiscal Year 2016-17 Operating Budget -- Net Revenue Analysis & Debt Coverage Ratios
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FY 2017
Budget Estimated @6.30.16 Projected

Anticipated Sales (Acre Feet)

Potable Sales 35,000 26,473 30,000 
Replenishment Sales 15,000 19,635 31,000 
Recycled Water Sales 5,407 4,983 4,858 
Water Quality Protection Program 2,534 2,781 2,781 

57,941 53,872 68,639 

Central Basin Surcharge

Administration 70$    70$    70$    
Infrastructure 20$    20$    20$    

FY 2016
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FY 2017

Budget Estimated @6.30.16 Projected

Unadjusted Net Revenue 1,274,173$    2,098,501$    1,638,656$    

Add Back Debt Service Interest Costs 2,129,976 2,119,976 2,073,875 

Net Revenue 3,404,149$    4,218,477$    3,712,531$    

Net Revenue Adjusted by Capitalization of Engineering and Project Costs

Total Adjusted Net Revenue 3,404,149$    4,218,477$    3,712,531$    

Estimated E&O Staffing Capitalization 152,684 65,000 175,000 

Estimated E&O Operating Budget Capitalization - 198,000 2,000,000 

Net Revenue with Capitalized Costs 3,556,833$    4,481,477$    5,887,531$    

Long Term Debt 

Principal Paid on 2008 COPs 500,000$     500,000$     525,000$     

Interest Paid on 2008 COPs 545,705 535,705 530,471 

Subtotal 2008 COPS 1,045,705$    1,035,705$    1,055,471$    

Principal Paid on 2010 COPs 820,000 820,000 1,040,000 

Interest Paid on 2010 COPs 1,584,271 1,584,271 1,543,404 

Subtotal 2010 COPs 2,404,271$    2,404,271$    2,583,404$    

Payment of Vernon Credit 42,831$    42,831$    43,901$    

Total Debt Service 3,492,807$    3,482,807$    3,682,776$    

Estimated Range of Debt Coverage Ratios FY 2017
Budget Estimated @6.30.16 Projected

Adjusted Net Revenue

       Moody's Net Revenue Method (Target 1.50) 97% 121% 101%
       US Bank Debt Covenants Method (Target 1.15) 134% 157% 131%

Adjusted Net Revenue Less Capitalized Costs

       Moody's Net Revenue Method (Target 1.50) 102% 129% 160%

       US Bank Debt Covenants Method (Target 1.15) 139% 165% 191%

FY 2016

Calculation of Debt Coverage Ratios

FY 2016
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Fiscal Year 2016-17 Adopted Capital Improvement Projects and Grant Projects 

This document summarizes the first year of the District’s Five-Year Capital Improvement Plan together with 
anticipated grant funding for recycled water expansion projects and water conservation activities.    

Following adoption of the Capital Improvement Projects and Grant Projects Budget by the Board of 
Directors, this schedule is re-created at the line-item level in the District’s Project Budgeting module in the 
General Ledger of accounts.  From this place, project managers are able to exercise authority to collect and 
disburse as established by District policy and procedures.  

Projects are discussed in detail within the General Manager’s Budget Message. 
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FY 2015 FY 2017

Audited Adopted Estimated Proposed

Actual Budget Actual Budget

Project Revenues
Central Basin Reserve Appropriations 40,000              2,675,684        81,459              

       3-MG Water Storage Tank - Study & Design - - - 75,000              

       Rio Hondo Pump Station Improvements - 

       Prop 84 Gateway Cities Match - - - - 

       Prop 84 SEWEP Match - - - 134,315           

       Small Customer Service Lateral Connections - - - 80,000              

       On-Site Customer Retrofits - 40,000              

       Machinery & Equipment - 25,000              

Low-Interest Infrastructure Loans

       3-MG Water Storage Tank - Study & Design - - - 200,000           

       Montebello Recycled Water Expansion - Planning & Design - - - 945,000           

       La Mirada Expansion - Design & Environmental - - - 500,000           

Agency Reimbursement

       Monterey Park Recycled Water Expansion - Planning & Design - - - 1,470,000        

Allocated Costs

       Capitalized Costs of Central Basin Project Staff - 152,684           65,000              175,000           

Grant Income

       3-MG Water Storage Tank - Study & Design - - - 75,000              

       Prop 1 - Montebello Recycled Water Expansion - Planning & Design - - - 945,000           

       Prop 1 - La Mirada Expansion - Design & Environmental - - - 500,000           

       Prop 84 Gateway Cities Recycled Water Expansion - - - 494,300           

       Prop 84 Southeast Water Efficiency Program - - - 235,301           

       Prop 50 HELP Conservation Grant - - 158,005           - 

       Prop 50 2008 DWR - Department of Water Resources 1,449,690        800,000           90,000              809,000           

       Capital Contributions (Caltrans I-5) 1,244,231        - - 

       DWR Linked to MET HET 91,610              - - 

2,825,531$     3,628,368$     394,464$     6,702,916$     

Project Expenses
Recycled Water Projects

       3-MG Water Storage Tank - Envionmental & Design - - - 275,000           

       Rio Hondo Pump Station Improvements - - - - 

       Montebello Recycled Water Expansion - Planning & Design - - - 945,000           

       Monterey Park Recycled Water Expansion - Planning & Design - - - 1,470,000        

       Small Customer Service Lateral Connections - - - 80,000              

       On-Site Customer Retrofits - 40,000              

       Recycled Distribution System 40,000              - - 

       East LA Expansion - Planning, Reports & Revisions - 15,000              - 

       East LA Expansion - Environmental & Design - 264,000           - 

       La Mirada Expansion - Environ., Negative Dec - 78,000              39,000              

       La Mirada Expansion - Design & Environmental - 20,000              - 500,000           

       Lynwood - Environ., Negative Dec - 18,000              - 

       Lynwood - Planning & Analysis - 5,000 - 

       Montebello Hills - Design Consultant - 692,000           - 

       Water Quality & Supply Projects - 400,000           - 

       Pico Water Dx - Mines Ave Laterals - 4,000 - 

       Recycled Water Customer Srvc Connections - 200,000           - 

       Recycled Water Storage Plan Analysis - 15,000              - 

       Rio Hondo - Recycled Water Pump & Security - 762,000           - 

       I-5 Relocation Reimbursement - - 27,459              

Allocated Costs

       Capitalized Costs of Central Basin Project Staff - 152,684           65,000              175,000           

Grant Award Projects

       Prop 1 - 3-MG Water Storage Tank - Study & Design 75,000              

       Prop 1 - Montebello Recycled Water Expansion - Planning & Design 945,000           

Central Basin Municipal Water District
Adopted Capital Improvement Projects and Grant Projects

Fiscal Year 2016-17

FY 2016

Total Revenue
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FY 2015 FY 2017

Audited Adopted Estimated Proposed

Actual Budget Actual Budget

Central Basin Municipal Water District
Adopted Capital Improvement Projects and Grant Projects

Fiscal Year 2016-17

FY 2016

       Prop 1 - La Mirada Expansion - Design & Environmental 500,000           

       Prop 84 - Gateway Cities Recycled Water Expansion - Planning & Design - - - 494,300           

       Prop 84 Southeast Water Efficiency Program 235,301           

       MET Conservation 105,270           - - - 

       Prop 50 2008 DWR - Department of Water Resources 1,483,029        800,000           160,000           649,000           

       Caltrans (I-5) 1,307,584        - - - 

       DWR Linked to MET HET 91,610              - - - 

Grant Matching 

       Prop 84 Gateway Cities Recycled Water Match- Planning & Design - - - - 

       Prop 84 Southeast Water Efficiency Program Match - - - 134,315           

Building, Machinery & Equipment

       HQ Telephone System Upgrade - 25,000              - - 

       Hollydale Pump Station Security System - 10,000              - - 

       Machinery & Equipment - 15,000              15,000              25,000              

3,027,493$     3,475,684$     306,459$     6,542,916$     

(201,962)$       152,684$     88,005$     160,000$     

Total Expenses

Net Change 
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Central Basin Departments

Central Basin was incorporated as a California Special District sixty-four years ago.  The District operates to 
acquire, sell and conserve imported and other water that meets all required standards, and to furnish it to 
wholesale customers in a planned, timely and cost-effective manner that anticipates future needs.  The 
District services as the official representative for its public at the Metropolitan Water District.  It also 
provides leadership, support, advice and communication on water issues to the people and agencies 
within and without its boundaries, as appropriate.   

The District meets its service delivery mandates through internal division by operating departments. 

 Administration & Board Services

 Finance Department

 Human Resources Department

 External Affairs Department

 Water Resources & Planning Department

 Engineering & Operations Department

 Information Technology Department
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Administration & Board Services 

Central Basin functions under the direction of a publicly-elected, five-member Board of Directors.  Each 

Director is elected from within a geographically-delineated portion of the District’s total service area.    

The Board carries out the mission of the District through policy actions implemented at its public 

meetings and regional and industry leadership. 

Under the leadership of the General Manager, development and implementation of Board policies and 

District-wide administration is carried out.  While the District’s contracted General Counsel functions in 

a direct reporting relationship to the Board of Directors, much of the District’s day-to-day interaction 

with General Counsel is managed by the General Manager. 

The annual contract value for General Counsel services is $231,000.  However, the District often requires 

additional, project-based legal assistance from General Counsel and other specialized providers. 

Under the leadership of the Director of Administration & Board Services, the various functions of the 

Administration & Board Services Department come together to provide effective internal District 

operations.    

The Department provides administrative assistance to the Board of Directors; District-wide logistical 

planning and support; communications guidance for complex and diverse relationships with other 

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

General Counsel

  Legal Services 664,805                 400,000                 530,948                 479,000                 

General Counsel 664,805                 400,000                 530,948                 479,000                 

Operating Budget

FY 2016

DIRECTOR, 
DIVISION I

DIRECTOR, 
DIVISION II

GENERAL 
MANAGER

DIRECTOR, 
DIVISION III

DIRECTOR, 
DIVISION IV

DIRECTOR, 
DIVISION V

GENERAL 
MANAGER
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elected officials, governmental agencies, business and community organizations, interest groups, the 

public; and a variety of critical support services. 

Department Administration and Board Services are distinguished by separate operating budgets. 

2015-16 2016-17

General Manager 1.00 1.00 

Director of Administration & Board Services 1.00 1.00 

Deputy Board Secretary/Executive Assistant 1.00 1.00 

Records Management Assistant 1.00 1.00 

Total Full-Time 4.00 4.00 

Total Part-Time - - 

Total Department FTE 4.00 4.00 

 Approved Personnel - Full-Time Equivalent (FTE)

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

District Administration 

Department Adminstration 550,774                 722,622                 697,622                 663,708                 

Board Services 682,908                 373,983                 363,983                 1,059,201            

District Administration 1,233,682            1,096,605            1,061,605            1,722,909            

Operating Budget

FY 2016

DIRECTOR OF ADMINISTRATION & 
BOARD SERVICES

RECORDS MANAGEMENT ASSISTANT
DEPUTY BOARD SECRETARY / 

EXECUTIVE ASSISTANT
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Finance Department  

Under the leadership of the Finance Director, the Department is responsible for providing practical tools 

and policy-related support as a foundation for decision making designed to create and sustain the 

financial health of the District.    

Duties include oversight of finance and accounting functions; administration of fiduciary responsibilities 

for the District’s funds and assets; production of interim and annual financial reports; treasury 

management; capital financing; debt management; rating agency relations; financial planning and 

budget development; water rate setting and analysis; and procurement and contracts administration. 

 

 

 

 

 

2015-16 2016-17

Finance Director 1.00                            1.00                            

Accounting Manager 1.00                            1.00                            

Senior Accountant -                               1.00                            

Accountant 1.00                            -                               

Contracts & Procurement Analyst 1.00                            1.00                            

Part-Time Positions:

Accounting Associate -                               0.50                            

Budget & Finance Intern 0.46                            -                               

Total Full-Time 4.00                            4.00                            

Total Part-Time 0.46                            0.50                            

Total Department FTE 4.46                            4.50                            

 Approved Personnel - Full-Time Equivalent (FTE)

FINANCE
DIRECTOR

ACCOUNTING
ASSOCIATE

CONTRACTS & 
PROCUREMENT ANALYST

SENIOR
ACCOUNTANT

ACCOUNTING
MANAGER
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Department Administration and contracted Standby Charge Administration are distinguished by 

separate operating budgets. 

 

 

 

As discussed in detail elsewhere in the Budget, the District services debt pertaining to Certificates of 

Participation (COPs) issued in 2008 and 2010.  The 2008 COPs are a variable-rate borrowing predicated 

on a letter of credit relationship with US Bank.   

 

 

 

 

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

Finance Department

       Department Adminstration 665,063                 775,459                 798,723                 798,323                 

       Standby Charge Administration 97,480                    101,500                 101,500                 101,500                 

Finance Department 762,543                 876,959                 900,223                 899,823                 

Operating Budget

FY 2016

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

Debt Service

       Bond Administration 2008 B COPs 565,258                 545,705                 535,705                 530,471                 

       Bond Adminstration 2010 A COPs 1,831,093            1,584,271            1,584,271            1,543,404            

       Debt Refinancing Costs 12,000                    180,000                 120,000                 -                             

Debt Service 2,408,351            2,309,976            2,239,976            2,073,875            

Operating Budget

FY 2016
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Human Resources Department  

Under the leadership of the Director of Human Resources, the Department ensures the effective 

selection, development, management and support of the District’s employees and its systems of risk 

management.   

Duties include District-wide strategic planning; organizing, managing and leading effective and efficient 

human resources systems; the implementation and maintenance of employment, training and 

performance management; administration of a complete system of compensation and benefits; 

employee relations, retiree relations, health and safety and other systems that meet legal and 

operational needs; and administration of risk management systems, inclusive of insurance 

administration and litigation management.   

 

 

 

 

  

 

 

 

 

 

 

 

 

 

The Department budget evidences increase as the result of additional resources required for mandatory 

additional contribution to the District’s retirement plan and concentration of insurance premiums in one 

cost center.   

2015-16 2016-17

Director of Human Resources 1.00                            1.00                            

Human Resources Analyst 1.00                            1.00                            

Total Full-Time 2.00                            2.00                            

Total Part-Time -                               -                               

Total Department FTE 2.00                            2.00                            

 Approved Personnel - Full-Time Equivalent (FTE)

DIRECTOR OF HUMAN 
RESOURCES

HUMAN RESOURCES

ANALYST
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FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

Human Resources

  Human Resources 444,404                 760,449                 825,449                 957,061                 

Human Resources 444,404                 760,449                 825,449                 957,061                 

Operating Budget

FY 2016
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External Affairs Department  

Under the leadership of the Director of External Affairs, the Department leads communications, 

government relations, stakeholder engagement and educational programs designed to keep the public 

informed and involved in District operations, programs and accomplishments.  The Department develops 

and implements programs such as student education and outreach programs that promote public 

awareness on water supply, water distribution and the effective use of water. It also maintains relations 

with communities, cities, other governments and retailers through conservation measures and legislative 

tracking and research.  In this last capacity, the Department works closely with the General Manager and 

the Board of Directors on public perception of the District and public acceptance of the District’s policies. 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

2015-16 2016-17

Director of External Affairs 1.00                            1.00                            

Education and Grants Manager 1.00                            1.00                            

Conservation Manager 1.00                            -                               

Public Information Officer 1.00                            1.00                            

Public Affairs Specialist -                               1.00                            

Part-Time Positions:

Public Affairs Specialist 0.75                            -                               

Public Affairs Intern 0.15                            -                               

Total Full-Time 4.00                            4.00                            

Total Part-Time 0.90                            -                               

Total Department FTE 4.90                            4.00                            

 Approved Personnel - Full-Time Equivalent (FTE)

DIRECTOR OF EXTERNAL
AFFAIRS

EDUCATION & GRANTS
MANAGER

PUBLIC INFORMATION
OFFICER

PUBLIC AFFAIRS
SPECIALIST
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The Department budget reflects the transition of conservation and grants management activities to the 

Water Resources & Planning Department in FY 2017.  Consistent with evolving industry standards, 

conservation activities have been renamed Water Use Efficiency in the new cost center. 

 

 

 

 

 

 

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

External Affairs

       Department Adminstration 692,753                 783,200                 743,200                 598,689                 

       Education 119,319                 158,000                 153,000                 182,650                 

       Government Relations 45,846                    81,560                    122,560                 140,980                 

       Communications, Outreach & Events 100,881                 155,750                 135,750                 129,800                 

       Conservation 58,918                    53,518                    38,518                    -                             

External Affairs 1,017,717            1,232,028            1,193,028            1,052,119            

Operating Budget

FY 2016
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Water Resources & Planning Department   

Under the leadership of the Water Resources Manager, the Department is responsible for providing 

water supply reliability through planning future water use, managing current demands, and 

implementation of conservation programs.  The Department serves a critical business role by 

maintaining the integrity of the District and its responsibility to ensure reliable water resources. The 

development and implementation of water use efficiency grants and related programming is a new 

service dimension for the Department in FY 2017.   

 

 

 

 

Water Resources & Planning was formerly a component part of the Engineering & Recycled Water 

Operations Department, having been separately established in FY 2016 with a full allocation of program 

costs.  The expansion of resources in FY 2017 reflects the inclusion of conservation and grants 

management activities formerly allocated to Engineering & Recycled Water Operations.  Consistent with 

2015-16 2016-17

Water Resources Manager 1.00                            1.00                            

Conservation Manager -                               1.00                            

Water Resources Specialist 1.00                            1.00                            

Part-Time Positions:

Water Resources Intern -                               0.35                            

Principal Water Resources Specialist – Retired Annuitant 0.15                            0.42                            

Total Full-Time 2.00                            3.00                            

Total Part-Time 0.15                            0.77                            

Total Department FTE 2.15                            3.77                            

 Approved Personnel - Full-Time Equivalent (FTE)

WATER RESOURCES 
MANAGER

PRINCIPAL WATER 
RESOURCES SPECIALIST
RETIRED ANNUITANT

WATER RESOURCES
INTERN

WATER RESOURCES 
SPECIALIST

CONSERVATION
MANGER

WATER RESOURCES 
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evolving industry standards, the full range of conservation activities has been expanded and renamed 

Water Use Efficiency within the Department. 

 

Conservation Grants Budget 
  FY 2015   FY 2016   FY 2017 

   Audited     Adopted  Estimated   Adopted 

   Actual     Budget  Actual   Budget 

Conservation Grants             

       MWD Conservation                                   -                                        -                                      -                                        -    

       Prop 50 DWR              1,483,029                      800,000                    160,000                      649,000  

       Prop 84 SEWEP                                   -                                        -                                      -                        235,301  

       Prop 84  SEWEP Match                                   -                                        -                                      -                        134,315  

       DWR Linked to MET HET                      91,610                                      -                                      -                                        -    

              

Conservation Grants              1,574,639                      800,000                    160,000                 1,018,616  

              

              

 

 

 

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

Water Resources & Planning

       Water Resources 202,358                 430,433                 445,433                 639,113                 

       Water Use Efficiency -                             -                             -                             15,800                    

Water Resources & Planning 202,358                 430,433                 445,433                 654,913                 

Operating Budget

FY 2016

4766



Engineering & Operations Department  

Under the leadership of the Engineering & Operations Manager and the Chief Engineer, the Department 

is actively committed to exploit opportunities within the communities we serve to expand conservation 

programs and capital improvements.  Plans for the expansion of the District’s recycled water delivery 

infrastructure are of particular importance.  The Department is responsible for maintaining and 

operating the District’s facilities and researching and planning capital improvements.   

The Central Basin Recycled Water Program annually delivers between 4,700 to 6,000 acre-feet of 

recycled water to more than 300 industrial, landscape and irrigation connections throughout southeast 

Los Angeles County. The program includes over 80 miles of purple pipeline and is comprised of two 

distribution systems and four pump stations.  Increasing the number of recycled water connections with 

end users is a current priority.    

 

 

 

The Department published the District’s first-ever Five-Year Capital Improvement Program in 2016, and 

is engaged in the development of several key capital construction projects in FY 2017.  The illustration 

that follows depicts all District capital and grants projects.  Some of the grants are conservation-related 

and pertain to the operation of the Water Resources & Planning Department. 

 

 

2015-16 2016-17

Engineering & Operations Manager 1.00                            1.00                            

Chief Engineer -                               1.00                            

Special Projects Manager, Engineering & Operations 1.00                            -                               

Assistant Engineer 1.00                            1.00                            

Recycled Water Customer Development Specialist 0.25                            1.00                            

Part-Time Positions:

Engineering & Operations Intern 0.46                            0.46                            

Total Full-Time 3.25                            4.00                            

Total Part-Time 0.46                            0.46                            

Total Department FTE 3.71                            4.46                            

 Approved Personnel - Full-Time Equivalent (FTE)

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

CIP and Grants

       Recycled Water Projects 40,000                    2,473,000            66,459                    3,310,000            

       Grant Projects 2,987,493            800,000                 160,000                 2,898,601            

       Grant Match -                             -                             -                             134,315                 

       Building, Machinery & Equipment -                             50,000                    15,000                    25,000                    

CIP and Grants 3,027,493            3,323,000            241,459                 6,367,916            

Capital Projects and Grants Budget

FY 2016
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The Department’s operating budget includes continuation of funding for the final stages of the Water 

Quality Protection Program (WQPP).  This project concerns remediation of groundwater in the San 

Gabriel Basin that was contaminated with volatile organic chemicals many years ago.  The WQPP is 

budget neutral to the District; each year, incurred costs are recovered in full by sales of treated water. 

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

Engineering & Recycled Water Operations

Department Adminstration 7,515 - - - 

Engineering & Recycled Water Operations 2,453,435            2,519,821            2,277,821            2,456,944            

Water Quality Protection Program 642,841                 788,200                 768,200                 979,350                 

Recycled Water Customer Development 83,624 150,100                 50,100 25,300 

Engineering & Recycled Water 3,187,415            3,458,121            3,096,121            3,461,594            

Operating Budget

FY 2016

ENGINEERING & OPERATIONS 
MANAGER

ENGINEERING & OPERATIONS 
INTERN

RECYCLED WATER CUSTOMER 
DEVELOPMENT SPECIALIST

ASSISTANT
ENGINEER

CHIEF
ENGINEER
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Information Technology Department   

Under the leadership of the Director of Technology, the Department provides for the establishing, 

security and maintenance of technology services throughout the District and for building infrastructure 

and office space resources in support of District operations.  The Director is part of senior management 

team, and works collaboratively with other departments to develop and maintain state-of-the-art 

information systems, SCADA, and communications technology.  The Department is also responsible for 

development and monitoring of building and perimeter security services.   

 

 

 

 

 

 

2015-16 2016-17

Director of Technology 1.00                            1.00                            

Public Safety Officer 1.00                            1.00                            

Total Full-Time 2.00                            2.00                            

Total Part-Time -                               -                               

Total Department FTE 2.00                            2.00                            

 Approved Personnel - Full-Time Equivalent (FTE)

FY 2015 FY 2017

Audited Adopted Estimated Adopted

Actual Budget Actual Budget

Information Technology

       Department Adminstration 205,216                 253,768                 233,768                 239,876                 

       IT & Building Services 542,860                 564,690                 484,690                 557,930                 

Information Technology 748,076                 818,458                 718,458                 797,806                 

FY 2016

Operating Budget
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Authorized Positions, Salary Ranges, Organization Chart 

Authorized Positions of Employment -- Each year, the Board of Directors acts upon the General Manager’s 
request for human resources.  The positions listed in the Authorized Positions of Employment list are 
organized by Department and classification title and by full-time or part-time employment status.  The 
General Manager exercises authority to expand or contract the hours of service for part-time employees 
during the year according to the availability of budget funding, but the Authorized Positions of Employment 
list establishes the permanent FTE weighting for the Fiscal Year. 

The industry standard of measurement is the “full-time equivalent,” or FTE.  This means that a full-time 
employee, one compensated for a 40-hour workweek or 2,080 compensable hours per year, corresponds to 
a FTE count of 1.00.  FTE derivation for part-time positions corresponds to the ratio of hours worked in a 
year against the 2,080-hour standard.  As an example, a part-time employee working 20-hour week, will 
work 1,040 hours in a year (20 hours X 52 weeks = 1,040).  Thus, 1,040 divided by 2,080 renders a FTE of .50. 

See the General Manager’s Budget Message for a discussion of the changes in authorized positions for FY 
2017. 

Salary Ranges for Exempt and Non-Exempt Employees – FY 2017 salary ranges remain unchanged from FY 
2016.  A change to the schedule versus the prior year is found in the inclusion of new Accounting Associate 
and Recycled Water Development Specialist classifications.  Also changed from the prior year is the 
elimination of Accountant in favor or Senior Accountant, and the elimination of Special Projects Manager, 
E&O in favor of Chief Engineer. 

Salaries paid to government employees became a matter of widespread taxpayer frustration after the sleazy 
details of the City of Bell scandal in 2010 became public knowledge.  A simple public records request from 
the Los Angeles Times started an investigatory process that uncovered a deep-rooted conspiracy between 
an unethical city administration and an unethical city council to illegally and exponentially inflate wages. 
The wrongdoers were eventually punished with incarceration and restitution requirements. 

In response to the Bell scandal, the California State Controller’s Office obligated all California government 
agencies to annually report pay information for public disclosure.  Their “Government Compensation in 
California” database includes precise pay information for public employee positions in cities, counties, 
special districts, state agencies, Superior Courts, First 5 Commissions, Fairs and Expositions, K-12 education 
providers, University of California, California State University, California Community Colleges, as well as 
legislators and state elected officials.  The Compensation report that includes Central Basin data can be 
found at http://publicpay.ca.gov/ 

Organization Chart – The organization chart includes positions adopted as Authorized Positions in FY 2017. 
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2015-16 2016-17

Board & Administrative Services

General Manager 1.00 1.00 

Director of Administration & Board Services 1.00 1.00 

Deputy Board Secretary/Executive Assistant 1.00 1.00 

Records Management Assistant 1.00 1.00 

Total Full-Time 4.00 4.00 

Total Part-Time - - 

Total Department FTE 4.00 4.00 

Engineering & Operations

Engineering & Operations Manager 1.00 1.00 

Chief Engineer - 1.00 

Special Projects Manager, Engineering & Operations 1.00 - 

Assistant Engineer 1.00 1.00 

Recycled Water Customer Development Specialist 0.25 1.00 

Part-Time Positions:

Engineering & Operations Intern 0.46 0.46 

Total Full-Time 3.25 4.00 

Total Part-Time 0.46 0.46 

Total Department FTE 3.71 4.46 

Water Resources

Water Resources Manager 1.00 1.00 

Conservation Manager - 1.00 

Water Resources Specialist 1.00 1.00 

Part-Time Positions:

Water Resources Intern - 0.35 

Principal Water Resources Specialist – Retired Annuitant 0.15 0.42 

Total Full-Time 2.00 3.00 

Total Part-Time 0.15 0.77 

Total Department FTE 2.15 3.77 

Finance Department

Finance Director 1.00 1.00 

Accounting Manager 1.00 1.00 

Senior Accountant - 1.00 

Accountant 1.00 - 

Contracts & Procurement Analyst 1.00 1.00 

Part-Time Positions:

Accounting Associate - 0.50 

Authorized Positions of Employment
(1.00 FTE = 2,080 Compensable Hours)

5173



2015-16 2016-17

Authorized Positions of Employment
(1.00 FTE = 2,080 Compensable Hours)

Budget & Finance Intern 0.46                -                  

Total Full-Time 4.00                4.00                

Total Part-Time 0.46                0.50                

Total Department FTE 4.46                4.50                

Human Resources

Director of Human Resources 1.00                1.00                

Human Resources Analyst 1.00                1.00                

Total Full-Time 2.00                2.00                

Total Part-Time -                  -                  

Total Department FTE 2.00                2.00                

Information Technology

Director of Technology 1.00                1.00                

Public Safety Officer 1.00                1.00                

Total Full-Time 2.00                2.00                

Total Part-Time -                  -                  

Total Department FTE 2.00                2.00                

External Affairs

Director of External Affairs 1.00                1.00                

Education and Grants Manager 1.00                1.00                

Conservation Manager 1.00                -                  

Public Information Officer 1.00                1.00                

Public Affairs Specialist -                  1.00                

Part-Time Positions:

Public Affairs Specialist 0.75                -                  

Public Affairs Intern 0.15                -                  

Total Full-Time 4.00                4.00                

Total Part-Time 0.90                -                  

Total Department FTE 4.90                4.00                

Districtwide Authorized Positions

Grand Total Full-Time 21.25              23.00              

Grand Total Part-Time 1.97                1.73                

Grand Total FTE 23.22              24.73              
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Effective July 1, 2016

Ranges Classification FLSA Status Period Minimum Midpoint Maximum
4 Public Safety Officer Annually 33,202.40 41,503.00 49,803.60

5 Records Management Assistant Annually 37,378.40 46,723.00 56,067.60

7 Accounting Associate

Water Resources Specialist

Public Affairs Specialist

Recycled Water Development Specialist

Annually 45,731.20 57,164.00 68,596.80

9 Senior Accountant

Assistant Engineer

Contract & Procurement Analyst

Deputy Board Secretary / Executive Assistant

Human Resources Analyst

Annually 54,083.20 67,604.00 81,124.80

10 Public Information Officer Annually 58,259.20 72,824.00 87,388.80

14 Conservation Manager Annually 74,964.00 93,705.00 112,446.00

15 Accounting Manager

Director of Human Resources

Director of External Affairs

Director of Technology

Annually 79,140.00 98,925.00 118,710.00

16 Education & Grants Manager

Water Resources Manager

Annually 83,316.00 104,145.00 124,974.00

19 Director of Administration & Board Services Annually 95,844.00 119,805.00 143,766.00

22 Chief Engineer

Engineering & Operations Manager

Finance Director

Annually 108,372.00 135,465.00 162,558.00

FLSA Status Period Minimum Midpoint Maximum
Intern Non-Exempt Hourly 12.00 15.00

Principal Water Resources Specialist – Retired Annuitant Non-Exempt Hourly

FLSA Status Period Minimum Midpoint Maximum
Contract General Manager Exempt Annually

Exempt

100.00

220,000.00

Exempt

Exempt

Non-exempt

Non-exempt

Non-exempt

Exempt/

Non-Exempt

Exempt

Exempt

Exempt/

Non-Exempt

Central Basin Municipal Water District
Salary Ranges for Exempt & Non-Exempt Employees

For FY 2016-2017
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Fiscal Year 2016-17 Water Rates & Charges 

As discussed in the General Manager’s Budget Message, the FY 2017 Operating Budget was prepared 
without increase in the District’s surcharges on the transfer of potable and replenishment water.  However, 
the Water Rates and Charges schedule does include increase in the commodity prices assessed by MWD. 
Central Basin passes through these amounts, retaining nothing of the MWD increase as Central Basin 
revenue.   

Resolution number 05-16-900, together with its exhibits, was adopted by the Board of Directors on May 23, 
2016. 
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Schedule of Insurance in Force 

The District’s risk management program took a few body blows as a result of our institutional failures 
concentrated in Fiscal Years 2012, 2013, and 2014.  It’s simple stuff: employment practices lawsuits made 
us an insurance risk.  FY 2017 demonstrates that we’ve returned to the ring; we are a contender now.   

Coverage for the General Liability Policy Package, Workers Compensation and Excess Liability are included 
in the FY 2017 Budget.  The District has not experienced claims against these policies and the existing rate 
structure will hold steady in FY 2017. 

The District engaged the private market for insurance coverage in 2014 when the Association of California 
Water Agencies (ACWA) Joint Powers Insurance Authority, after a due process warning, canceled the 
District’s worker’s compensation, general liability, employment practices liability, and property coverage 
pools.  Since that time -- and in view of the several lawsuits in matters of employment practices liability that 
were then active -- the District’s coverage for Directors & Officers Employment Practices Liability insurance 
became difficult to find and, when we achieved coverage, increasingly expensive.  The FY 2017 Proposed 
Budget displays this cost of insurance as going from $155,358 for $1 million in coverage with a $250,000 
deductible in FY 2016 to $128,528 in FY 2017 for $1 million in coverage and a $500,000 deductible. 

This said, there is positive momentum in our risk management program.  All employment-related litigation 
has been resolved at this writing with the exception of one case.  This improvement, it should be stated with 
clarity, was a key decision factor in US Bank’s decision to extend our Letter of Credit pertaining to the 2008 
Certificates of Participation borrowing.   

Given the strength of our performance in bringing the risk management program back in line, we petitioned 
reinstatement into the Association of California Water Agencies Joint Powers Insurance Authority’s (ACWA 
JPIA) worker’s compensation, general liability, employment practices liability, and property insurance 
programs in May 2016.  The ACWA JPIA Board voted to postpone the District’s request for reinstatement to 
December 2016.  The District will again petition reinstatement to ACWA JPIA and will also seek alternative 
through entry to the Special Districts Risk Management Authority (SDRMA) to secure comprehensive 
coverages at reduced rates. 
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Fiscal Year 2016-2017 Outstanding Debt Service Requirements 

The District services the debt of two borrowings created through issuance of Certificates of Participation 
(COPs) and a note payable issued to the City of Vernon.  This schedule offers summary understanding of the 
payment requirements of FY 2017 and the longer-term requirements of each borrowing. 

2008 Adjustable Rate Refunding Revenue COP – In 2008, the District issued $19,980,00 in COPs to refund 
the District’s 2007 Bonds.  The net proceeds of the 2008 Bonds were placed in irrevocable trust with an 
escrow agent to provide redemption of the 2007 Bonds.  The refunded debt was originally incurred to 
finance the District’s capital projects and to refund 1997 Revenue Bonds.   

In relation to the 2008 Bonds, the District entered into swap agreements with Citibank to reduce the interest 
rate risks.  Swap amounts outstanding are included in the District’s liabilities. The District also entered into 
a Direct Pay Letter of Credit (held by US Bank since 2010) to enhance the bonds.  The letter of credit fee of 
70 basis points is paid on a quarterly basis.  

2010 Refunding Revenue COP – In 2010, the District issued $37,935,000 in COPs to finance a portion of 
certain capital improvements; to refund an outstanding Adjustable Rate Revenue COP; to terminate an 
associated interest rate agreement; to purchase a bond insurance policy; and to fund a reserve fund and pay 
costs of delivery of the certificates.   

Of the net proceeds of the 2010 Bonds, $17,700,000 was deposited into an irrevocable trust with an escrow 
agent to redeem the 2008 Bonds.  A related swap agreement was also terminated.   

The obligation of the District is to make installment payments solely from net revenues.  Further, the 
Installment Purchase Agreement requires the District to fix, prescribe and collect rates and charges for its 
water service at least sufficient to yield a debt coverage ratio of 115%.   

Note Payable – in 2002, the District entered an agreement with the City of Vernon for the construction of a 
recycled water distribution system.  The agreement called for Vernon to design and construct the system 
and advance funding to the District to pay for the system.  The District is obligated to reimburse the City of 
Vernon’s expenditures through monthly credits to its water bills.  The monthly credits are amortized over a 
14-year period, commencing by amendment, in 2005 at 5.13% per annum.   
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Preliminary Five-Year Capital Improvement Projects Plan 

According to institutional memory, this is the District’s first publication of a long-range Capital Improvement 
Plan.  The Plan was developed by the Engineering & Operations Department in collaboration with the 
General Manager.  Significant contribution to keep the Plan in alignment with the vagaries of the Local 
Resources Program (LRP) – a recycled water credit offered by MWD having critical importance to our bottom 
line -- was also made by the Director of Technology.   

The Plan targets capital construction activities related to the expansion of the District’s recycled water 
infrastructure, with the objective of creating new end-user connections and increasing the sales and delivery 
of recycled water. The recycled water distribution and delivery system make up the overwhelming majority 
of the fixed assets we own.  MWD owns the infrastructure that delivers potable water. 

The reader will notice that the Plan foreshadows a future that obligates us to achieve new grant awards and 
low-interest loans (the latter are made available by agencies established by the State of California).   Grant 
funding in the abstract is a sexy business: it appears to offer money for nothing.  The reality is different. 
Applying for and managing grants and loans is hard, time-consuming work that will push the limits of our 
permanent staffing in Engineering, Water Resources and Finance.  As project work unfolds, it will be of 
critical importance that we are held accountable to the tasks at hand.  If we reach our productivity limits 
and progress in any project area lags, it will be the duty of senior management to clearly communicate 
through precise application of project management and, when necessary, request necessary additional 
resources (e.g., consultant assistance) to make things happen on the schedules we publish.  

Our Plan must continually evolve in order to be useful to the District.  We don’t expect that we’ve got 
everything right and achieved the nuanced balance between planning, funding and executing projects.  The 
starting place is projects for FY 2017, the first year of the Plan that makes up our Capital Projects Budget for 
FY 2017.   

It follows that District management has labeled the Plan “preliminary” because planning for years after FY 
2017 will no doubt change during in the coming months.  Capital project management isn’t predictable or 
linear.  In any case, our obligation is to use the Plan as a roadmap, update it periodically and discuss those 
updates and recommended changes with the Board of Directors at pivotal points.      

The Plan serves as a hefty building block in the District’s Five-Year Financial Forecast.  The Forecast is a 
centerpiece of the District’s debt refinancing efforts (currently in progress) and will serve as a cornerstone 
of future water rate and charges policy discussions. 
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The Central Basin Strategic Plan 

The District adopted the 3-year Strategic Plan in May 2015 in order to re-create the organization as a service 
provider, employer, and partner with our purveyors.  The Plan was developed from the ground up with 
generous participation from our purveyors, our staff, and the Board of Directors. 

Our Vision Statement is: 

“Central Basin Municipal Water District 
is an innovative, responsive, and effective steward 

of the water service and management responsibility entrusted to it.” 

Our Mission Statement finds derivation from our Vision Statement: 

“The mission of Central Basin Municipal Water District 
is to deliver reliable and high-quality water and recycled water 

to its customers and communities through effective and collegial 
partnerships with its retailers and wholesalers.” 

The District’s Board of Directors adopted 4 goals to implement the Strategic Plan, translating the Vision and 
Mission Statements into practical terms that have allowed District staff to formulate, at this writing, a total 
of 21 strategies and 86 objectives to fulfil the Strategic Plan.    

 Goal #1: Water Reliability – We will partner with retailers and wholesalers to provide a level of
regional water reliability that ensures customers’ water needs are met.

 Goal #2: Financial Integrity – We will manage our financial resources in a responsible, effective,
and transparent fashion.

 Goal #3: Stewardship – We will act as responsible stewards of human and capital resource
assets.

 Goal #4: Communications – We will proactively engage, listen to, inform, and respond to our
customers, purveyors, community leaders, stakeholders, and employees.

The Annual Report on the Strategic Plan found in this section is published in July each year. 
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Central Basin Muncipal Water District
Fiscal Year 2015-2016

Strategic Plan Annual Report
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Message from the General Manager and Staff 

Message from General Manager and Staff 

Welcome to the Annual Report of the Central Basin Municipal Water District Strategic Plan. The 

Annual Report will serve as an opportunity for the District to communicate with our Board of Directors 

and the public on the progress that has been made in Fiscal Year 2015-2016.  

In the past year Central Basin has made significant strides towards meeting the goals identified in 

the Strategic Plan (the Plan). This progress could not have occurred without the support and 

leadership from our Board of Directors who played a key role in bringing forth ideas and taking 

actions centered on improving the District.  Central Basin also recognizes the collegial working 

relationships with purveyors, the Water Replenishment District, the Metropolitan Water District of 

Southern California, the Los Angeles County Sanitation District, and the Los Angeles County Flood 

Control District.  These efforts have been key towards enhancing our ability to meet the water supply 

needs of the over 1.6 million residents in the Central Basin service area, strengthening the Central 

Basin’s financial stability and transparency, effective management of the District’s human and 

capital resources, and proactive engagement with our stakeholders.  

Challenges Faced 

We would be remiss to not provide a complete picture of Central Basin, therefore we would like to 

briefly discuss the challenges that the District faced in Fiscal Year 2015-2016. In the past fiscal year, 

Central Basin spent significant time and effort to address an audit by the California State Auditor, 

which came as a result of concern from local leaders about the District. The first part of the fiscal year 

was spent working collaboratively with the staff from the State Auditor’s to office to identify any 

potential issues. The second part of the fiscal year was spent on addressing recommendations from 

the audit report. To date, Central Basin has addressed over 82% of the audit recommendations.  

Another challenge that arose out of the audit on Central Basin was the introduction of two pieces of 

legislation that would modify the governance structure of the District’s Board of Directors. Since 

December 2015, the issue of legislation has garnered significant time and attention from Central 

Basin as we have worked with our purveyors and the California Legislature to identify a solution that 

ensures that progressive reforms stay in place while at the same time being mindful of the fiscal 

impacts that would occur from modifying the District’s governance structure.  

In addition to the challenges described above, the District also contended with the impacts of the 

drought and the Governor’s water use reduction mandate. This negatively impacted the District’s 

imported water sales by way of a reduced water use allocation from the Metropolitan Water District. 

Additionally, because of lack of knowledge from the public on the use of recycled water, the District 
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experienced a decrease in recycled water sales in the last fiscal year. Due to increased storage 

supplies in Northern California the water use allocation has been lifted and the District will be in the 

position to provide increased supplies of imported water to our region. Additionally, the District is 

proactively educating our communities to advocate for the increased use of recycled water.  

Conclusion 

We remain committed to providing the highest levels of service to our customers and the 1.6 million 

residents in our service area. The challenges faced and progress undertaken in the past fiscal year 

have resulted in a stronger, more effective Central Basin. This growth will be key towards future 

success in securing our region’s water reliability. We look forward to 2016-17 as an opportunity to 

continue the progress at Central Basin through adherence to the mission, values and goals of the 

District and through steadfast implementation of the Plan.  

Regards, 

General Manager and Staff 

Sincerely, 

Central Basin Municipal Water District General Manager and Staff 

Margarita Gomez
Director of Administration & 
Board Services 

Christopher Alvarez 
Human Resources Analyst 

Helen Avendaño 
Records Management 
Assistant 

Ruben Beas 
Public Safety Officer 

Josh Betta 
Finance Director 

Kelsey Coleman 
Public Affairs Specialist 

Lonnie Curtis 
Chief Engineer 

Roman C. Gonzalez 
Assistant Engineer 

Tammy Hierlihy 
Water Resources Manager 

Dina Hidalgo 
Director of Human Services 

Kevin P. Hunt 
General Manager 

Donald Jones 
Recycled Water 
Development Specialist 

Jacqueline Koontz 
Engineering & Operations 
Manager 

Sharon Kumar 
Contracts & Procurement 
Specialist 

Dorrett Lambey 
Accounting Manager 

Joseph Legaspi 
Director of External 
Affairs 

Sandi Linares-Plimpton 
Conservation Manager 

Chris Lingad 
Water Resources Specialist 

Hugo Magaña 
Engineering & Operations 
Intern 

Mark Moss 
Education Manager 

Angel Nguyen 
Budget & Finance Intern 

Albert Plimpton 
Director of Technology 

Cecilia Pulido  
Deputy Board Secretary/ 
Executive Assistant 

Priscilla Segura 
Public Information Officer 

Kevin Wattier 
Sr. Water Resources Specialist 

Peggy Williams 
Senior Accountant 
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Introduction 

Since 1952, Central Basin Municipal Water District (Central 

Basin) has been providing an additional source of water for the 

southeast Los Angeles region. To guide our activities and 

goals, Central Basin developed the Three-Year Strategic Plan 

(Plan). The Strategic Plan was developed in a collaborative 

effort with our Board, our purveyors, our fellow wholesale 

agencies, and our staff to address the challenges that we face 

in protecting our regional water supply reliability. In addition, 

the Strategic Plan was developed to address issues that 

Central Basin had been facing with a focus on rebuilding trust 

with the communities that we serve. Provided within this 

Annual Report is an overview of Central Basin’s vision, mission, 

values and goals that are a part of the Strategic Plan. 

Vision Statement 

Central Basin Municipal Water District is an innovative, 

responsive, and effective steward of the water service and 

management responsibility entrusted to it.  

Mission Statement 

The Mission of the Central Basin Municipal Water District is to 

deliver reliable and high-quality water and recycled water 

services to its customers and communities through effective 

and collegial partnerships with its retailers and other 

wholesalers.  

Our Values 

Integrity 

Collaboration 

Customer Service 

Fair, open, and 

responsive 

Accountability 

Innovation 
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Goals 

 Goal 1: Water Reliability 

Central Basin will partner with retailers and wholesalers to provide a level of 

regional water reliability that ensures customers’ water needs are met. 

  Goal 2: Financial Integrity 

Central Basin will manage its financial resources in a responsible, effective, and 

transparent fashion. 

  Goal 3: Stewardship 

Central Basin will act as responsible stewards of human and capital resource 

assets. 

  Goal 4: Communications 

Central Basin will proactively engage, inform, and respond to its customers, 

purveyors, community leaders, and employees.  
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Water Reliability 
Central Basin will partner with retailers and 

wholesalers to provide a regional water reliability that 

ensures customers’ water needs are met.  

Central Basin’s primary goal is to ensure the appropriate level of regional 

water reliability for the needs of present and future generations in our service 

area.  Water reliability is encompassed by the three types of water Central 

Basin provides for the region: potable, recycled, and replenishment water.  

This year, water reliability was defined by  

• Statewide drought conditions;

• Increased representation on behalf of the region;

• Publications of water usage information; and

• Recycled water development efforts.

Statewide drought conditions 

During the first year of the Strategic Plan, Central Basin focused on 

continuing efforts and regional planning to ensure the regions’ water 

demands and supplies remain in balance in light of statewide water reduction 

mandates.  Due to limited sources of imported water, a regional water 

shortage was declared which prompted Central Basin to implement its Water 

Supply Allocation Plan (WSAP).  The WSAP assisted customers in calculating 

and implementing their supply allocations when a water shortage is declared, 

in an effort to avoid higher penalty rates for water used in excess of allocated 

amounts.  Additionally, conservation messaging, online conservation 

assessment tools, and conservation training for cities and retail agencies 

also became the focal point of water reliability as work was done to meet the 

Governor’s mandatory reduction of 25 percent.  As a result of these efforts, 

the Central Basin region as a whole exceeded conservation targets for the 

region.  Central Basin recognizes that the region’s success in conserving 

water was done thanks to its purveyors, the cities and retail agencies that 

continue to implement water conservation initiatives.  In the year ahead, 

Central Basin will continue to engage its purveyors.   

Increased Representation of Region 

This year, Central Basin focused on increasing the breadth of communication 

and participation of its customers in the region’s interests through monthly 

Purveyor Workshops.  Additionally, Central Basin increased its representation 

Strategies 

 Conduct

appropriate

regional

planning to

ensure Central

Basin’s water

demands and

supplies are

balanced

 Represent the

region’s water

interests

 Increase

recycled water

sales to

10,500 acre-

feet by 2020

 Optimize water

conservation in

the service

area
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at Metropolitan Water District of Southern California (MWD) to analyze 

regional policy developments for potential impact to the Central Basin service 

area.  

Publication of Water Usage Information 

Understanding how much water the region uses is vital to evaluate the 

region’s current and future water needs.  As part of this emphasis, Central 

Basin published the 2015 Annual Water Use Report which summarizes the 

total amount of water, by type, for each water agency in the service area. 

Central Basin also published the 2015 Urban Water Management Report 

which includes current and projected water supplies, demonstrates water 

reliability for future use and provides a comprehensive overview of Central 

Basin’s programs.   

Recycled Water Development Efforts 

Central Basin also prioritized its efforts towards increasing recycled water 

sales.  To this extent, Central Basin completed the Recycled Water Master 

Plan and began implementation of its water recycled water development 

strategy in May 2016 by identifying a systematic process for recycled water 

connections, and identifying service connections in close proximity of the 

recycled water system. Proposition 1 and Proposition 84 funding was secured 

for planning and design of the following projects:  Montebello Recycled Water 

Pipeline, Recycled Water Storage Planning, and Gateway Cities Recycled 

Water Expansion Planning and Design.  

Central Basin faced two main challenges with respect to its strategies in water 

reliability.  One of these challenges was the need to bolster technical 

resources in Engineering & Operations. Priority was given to increase the level 

of skills and resources to implement a robust strategy to increase usage and 

build new connections.  However, a delay in approval and adoption of adding 

additional resources caused a delay in implementing the strategy.  In the year 

ahead, continued implementation of the recycled water development 

strategy will be one of the major focuses.   

The second challenge was in light of increased conservation messaging and 

other factors, recycled water sales saw a decline of 721 AF from 5,406 AF in 

FY15 to 4,685 AF for FY16.  Efforts across departments are currently 

underway to understand and address the reasons for the decline.   

Water 

Reliability
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Focus Ahead 

 Central Basin will fully implement a recycled water

development strategy and focus on increasing recycled water

sales

 Central Basin will continue to engage its purveyors using

various platforms, such as workshops

 Central Basin will remain focus on expanding water

conservation by increasing local partnerships and

implementing grant programs

 Central Basin will coordinate water replenishment deliveries

with the Water Replenishment District, Los Angeles County

Flood Control and Metropolitan Water District of Southern

California

 Central Basin will continue to monitor future trends in

potable water demands

Water 

Reliability
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Financial Integrity 
Central Basin will manage its financial resources in a 

responsible, effective, and transparent fashion. 

One of the values that resonates with Central Basin’s second strategic goal, 

Financial Integrity, is accountability. Fiscal Year 2015-2016 proved Central 

Basin was to be tested in demonstrating accountability for managing its 

financial resources in a responsible, effective and transparent manner. 

Central Basin surpassed the test and embraced the challenge as an 

opportunity to implement transparent, communicative financial policies 

while positioning itself to address short-term and long-term financial 

conditions.  This year, Financial Integrity was marked by:   

 Increased transparent and improved financial reporting;

 Introduction of long-term financial planning;

 Development of internal grants management processes; and

 Efforts to ensure Central Basin’s financial capital.

Increased Transparent and Improved Financial Reporting 

Central Basin continued its efforts to increase transparent and improved 

financial reporting through increased disclosure in its monthly financial and 

treasury reports and the development of tools for accurate water sales.   As 

part of these efforts, Central Basin’s Comprehensive Annual Financial Report 

(CAFR) was published with no findings.  It also met the requirements for 

continued recognition by the Government Finance Officers Association of 

America (GFOA) Certificate of Achievement for Excellence in Financial 

Reporting.   

Additionally, the Board of Directors adopted a new Procurement Code 

(Administrative Code Part 5) to ensure industry and legal best practices and 

to address all recommendations of the State Audit conducted in 2015.  The 

objective of transparent and improved financial reporting was also met with 

the completion of a comprehensive review and analysis of the FY 2016-2017 

Annual Budget that was approved in May 2016.   

Strategies 

 Provide

transparent

and regular

financial

reporting

 Increase our

success rate for

grants and

incentives.

 Ensure there is

adequate

capital to

support Central

Basin’s goals
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Long-Term Financial Planning 

Of major importance for this year was long-term financial planning and 

positioning Central Basin to effectively meet financial goals that have long-

term impacts.  In October 2015, the District awarded a contract to Raftelis 

Financial Consultants for the development of the Five-Year Financial 

Forecast.  The forecast was completed and presented to the Board of 

Directors in June 2016 and served as an opportunity for increased education 

among the Board regarding Central Basin’s financial position and the 

necessity to adhere to debt coverage requirements. The Five-Year Forecast 

was premised in part of the inclusion of Central Basin’s first published Five-

Year Annual Capital Improvement Plan. 

Also in June, Central Basin acted in public session to amend its contract with 

Raftelis for the development of a water rate study.  It is expected that 

alteration to the District's rates and charges to consistently achieve debt 

coverage requirements will be a foundation of the five-year projection of 

financial activity that will be included in the District’s pending Preliminary 

Official Statement for refinancing of its Certificates of Participation (COPs) 

debt issued in 2010. The bond sale of the COPs was rescheduled during the 

year and is the primary financial objective to achieve in the first half of FY 

2016-2017.  Central Basin continues an open dialogue regarding the 2010 

COPs with its Board and purveyors to ensure the bond sale is completed by 

October 2016.   

Refinancing the 2010 COPs is one of the most important financial pursuits 

for Central Basin in the new year.  An influencing factor is the diminishing of 

revenue associated with Central Basin’s Local Resource Program in FY 2018. 

The Program hinges on expiring agreements established with MWD pertaining 

to recycled water sales.  As such, a revenue decrease of approximately $1 

million will occur in FY 2018.   Currently, Central Basin is working with MWD 

to modify the expiring agreements and to create new agreements.    

Development of Internal Grants Management Processes 

Another key focus in addition to long-term financial planning was the 

development of internal grants management processes to ensure effective 

grants administration.  This year, internal process and systems were 

established to increase grant funding opportunities at the federal and state 

levels.  ECivis and Townsend Public Affairs were retained to provide 

professional grant consulting services.  Additionally, an increased push to 

collect reimbursements due to Central Basin for prior years’ grants activity 

continues.     

Financial 

Integrity
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Central Basin’s focus included implementation of a more robust grants 

management team and system to secure state, federal and other alternative 

funding.   

Efforts to ensure Central Basin’s Financial Capital 

A critical objective for the fulfillment of this strategy is the significant progress 

made toward refinancing of the District’s 2010 COPs, as discussed above in 

the Long-Term Financial Planning section.  The refinancing is scheduled to 

execute in October 2016 so as to eliminate the “ballooning” of debt service 

payments that commence in July 2017.   

Early in the Fiscal Year, the District modified its collection procedures to 

recapture under-billed Readiness-To-Serve (RTS) charges.  The RTS functions 

as a pass-through with the MWD.  Central Basin staff identified that collection 

from its customers did not match that paid to MWD in Fiscal Year 2015.  The 

under collection was remedied in FY 2016. 

In April 2015, Central Basin adopted its Reserves Policy.  Publication of the 

FY 2015 CAFR evidenced use of discrete categorization of these 

designations.  Preparation of the FY 2017 Budget offered further application 

of the Policy to financial planning activities. 

In December 2015, the Board adopted Central Basin’s first Debt 

Management Policy.  The Policy provides guidance on the full range of debt 

management, including evaluating debt issuance options; maintaining 

appropriate assets for present and future needs; promoting sound financial 

management through staff reporting requirements; protection of Central 

Basin’s credit rating; and adherence to the legal use of Central Basin’s 

financing authority through internal controls.   

Central Basin’s primary focus in the year ahead will be continued 

improvement of its financial stability including the refinancing of its bonds 

and establishing a new Local Resource Program agreement with MWD. 

Financial 

Integrity
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Focus Ahead 

 Central Basin will continue to improve its financial stability

by completing a long – range financial plan and water rate

study in the fall of 2016

 Central Basin will further provide financial security by

refinancing its bonds

 Central Basin will establish a new Local Resource Program

agreement with MWD

 Central Basin will focus on acquiring and managing grants

for the southeast Los Angeles region

Financial 

Integrity
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Stewardship 
Central Basin will act as responsible stewards of 

human and capital resource assets.  

Central Basin’s third strategic goal is Stewardship. Central Basin will act as 

responsible stewards of human and capital resources assets.  The ability to 

meet the water needs of the region rests on its ability to manage as wisely as 

possible its human, financial, capital and environmental resources. Each of 

these essential functions must be performed with the highest levels of 

professionalism and expertise, customer service, internal controls, and 

efficiency. This year, Stewardship was accomplished in a three-pronged 

approach through 

• Adoption of transparency initiatives, policies and procedures;

• Implementation of a workforce planning strategy in Engineering

and Water Resources and increased efforts in training; and

• Utilization of technology and workflow improvements.

Central Basin made significant progress in its strategies towards 

Stewardship, despite significant challenges pertaining to staff’s time and the 

risk of not securing Employment Practices and Director’s & Officers 

insurance.   

Adoption of Transparency Initiatives, Policies and Procedures 

The major focus the first year of the Strategic Plan was the adoption of 

transparency initiatives, policies and procedures.  Starting in July 2015 and 

throughout Fiscal Year 2015-2016, the Board approved and adopted 

revisions to the Administrative Code. The revisions included significant 

changes to Part 1, General Provisions; Part 2, Administration; Part 3, Human 

Resources; Part 4, Investment Policy; Part 5, Procurement Code; and Part 7, 

Records Management.  Changes in the Administrative Code were a part of 

Central Basin’s efforts to address 26 of the 32 recommendations provided by 

the State Audit.  

The implementation of the State Audit recommendations strengthened 

Central Basin’s transparency initiatives as evidenced by the implementation 

of the Ethics Policy and Independent Ethics hotline.  Central Basin now has a 

one of the kind, and the first in the nation Ethics Policy and Independent 

Ethics hotline which offers a fully independent process for reviewing ethical 

complaints. These actions have improved transparency and accountability 

with respect to Central Basin’s governance and operations.   

Strategies 

 Ensure staffing

levels and

skills are

adequate to

meet Central

Basin’s needs

 Cultivate a

support work

culture of

camaraderie,

teamwork, high

work ethic, and

collegiality

 Ensure Central

Basin

maintains

appropriate

insurance

coverage levels

at most

competitive

pricing levels
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Central Basin’s adoption of transparency initiatives was recognized by the 

Special District Leadership Foundation (SDLF) with the Transparency 

Certificate of Excellence in recognition of its efforts to promote transparency 

and good governance.  SDLF is an independent, non-profit organization 

formed to promote good governance and best practices among California’s 

special districts through certification, accreditation and other recognition 

programs.  Special districts who receive this award must demonstrate their 

capacity to meet and exceed several requirements from categories such as 

governance, website and outreach.  As part of governance, a special district 

must conduct ethics training for all board members, properly conduct open 

and public meetings, and file financial reports with the State Controller.  

Under the website requirement, a special district is required to provide access 

to items such as board agendas and minutes, budget reports and financial 

audits. Last, for the outreach requirement, a special district must 

demonstrate its effort to engage the public through a special community 

engagement project or public budget hearing. 

Implementation of a Workforce Planning Strategy in Engineering & Water 

Resources and Increased Efforts in Training 

Another focus this year was the implementation of a workforce planning 

strategy in Engineering and Water Resources.  The successful recruitment and 

hiring of a Water Resources Specialist and a Principal Water Resources 

Specialist (a part-time retired annuitant) contributed to achieving the 

objectives in Water Reliability. In the Engineering function, Central Basin 

added an Assistant Engineer, Engineering & Operations Intern, and Recycled 

Water Development Specialist to provide the necessary resources for 

implementation the Recycled Water Development Strategy and to meet the 

demands of operations.   

Training for the Board of Directors and staff was an important aspect of 

Central Basin’s progress on the Strategic Plan.  Brown Act training and media 

relations training were provided to the Board and staff in addition to training 

of new policies and procedures. Cross training of interdepartmental staff also 

supported the implementation of the Strategic Plan.  During the year, staffing 

needs and shortages were met with cross training of staff from Administration 

& Board Services, Finance, Human Resources, Engineering and Technology 

In Fiscal Year 2016-2017, Central Basin will continue its professional 

development efforts with Project Management training for all staff, 

implementation of Project Management processes and principles as well as 

training and orientation of potential new Board members.  

Stewardship

Strategies 

 Use technology

and workflow

improvements

to streamline

operations for

Central Basin

 Document

Central Basin’s

policies and

procedures
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Utilization of Technology and Workflow Improvements 

The utilization of technology and workflow improvements was the third major 

focus in Stewardship.  Last year, Central Basin implemented a Data Flow 

Systems (DFS) Supervisory Control and Data Acquisition (SCADA) system and 

this year began moving over its Geographical Information Systems (GIS) to 

ESRI’s online platform.  Focus on continued development of the GIS System 

is an objective for the year ahead.  

Another workforce improvement objective completed was in Central Basin’s 

electronic records management system.  The use of the electronic records 

management system will streamline continued efforts to complete a full 

transition to electronic records.  The focus in the new year will be to transition 

all records from the last five years electronically.   

Another major focus with respect to technology and workforce improvements 

will be the development and implementation of Risk Management Program 

and Emergency Preparedness Programs.  

Challenges to Reaching Stewardship Objectives 

Central Basin’s accomplishments towards its Stewardship goal were also met 

with significant obstacles.  One of them was the demands of staff’s time to 

complete the State Audit the first half of Fiscal Year 2015-2016 while 

continuing to meet the daily operations of Central Basin.  Countless staff 

hours were used to meet and address inquiries by the State Audit which 

covered Board leadership, contracting and expenditure policies, and hiring 

and compensation procedures.   The State Audit was published on December 

3, 2015, and within six months, the District addressed 82% of the State 

Auditors recommendations, ahead of schedule. Central Basin anticipates 

that all recommendations will be addressed by the end of 2016. 

Lastly, the most significant challenge faced by Central Basin in relation to its 

Stewardship goal was the need to secure Employment Practices (EPL) and 

Director’s & Officers (D&O) insurance for Fiscal Year 2016-2017.   D&O 

coverage is in place to protect the directors and officers of the District should 

they personally be named in a lawsuit while serving on behalf of the District.  

EPL coverage is also secured to provide defense and indemnification from 

claims and lawsuits stemming from wrongful termination, harassment, 

and/or discrimination.  Central Basin began the process of requesting reentry 

to Association of California Water Agencies Joint Powers Insurance 

Authority’s (ACWA/JPIA’s) insurance pools in January 2016.  At the May 2016 

Board meeting, ACWA/JPIA postponed the decision of Central Basin’s 

Stewardship
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request for reinstatement to December 2016.  In lieu of ACWA/JPIA, Central 

Basin secured a policy that provides both D&O and EPL coverage with limits 

up to $1M aggregate limit for Fiscal Year 2016-2017 through the private 

market.   

Resolving litigation and building safeguards to minimize liability has better 

positioned Central Basin to secure D&O and EPL coverage through the private 

market, ACWA/JPIA or the Special District Risk Management Authority 

(SDRMA). Four of five cases that were opened in 2015 have now been closed. 

Central Basin will continue to work steadfast in Fiscal Year 2016-2017 to 

ensure that all required insurance coverages are secured at the most 

competitive rates through the implementation of its insurance strategy.  

Focus Ahead 

 Central Basin will provide Project Management training

for all staff and implement a Project Management

process and principles

 Central Basin will develop and implement a Risk

Management Program and Emergency Preparedness

Program

 Central Basin will conclude one remaining lawsuit by

December 31, 2016

 Central Basin will complete the implementation of its

Electronic Document Management System

 Central Basin will provide training and orientation to

potential new Board Members

Stewardship
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Communications  
Central Basin will proactively engage, listen to, inform, 

and respond to its customers, purveyors, community 

leaders, stakeholders, and employees.   

The fourth goal Central Basin’s Strategic Plan is Communications.  Central 

Basin will proactively engage, inform, and respond to its customers, 

purveyors, community leaders, and employees.  In order to accomplish this 

goal, Central Basin continues to focus on its partnerships with its purveyors, 

MWD, elected officials, other water industry leaders, and its employees to 

advance its mission.  Open and ongoing engagement with stakeholders that 

exemplify Central Basin’s values of integrity, collaboration, customer service, 

responsiveness, accountability and innovation are the foundation for 

effective implementation of this Plan.  This year the goal of Communications 

can be summarized by: 

• Improved relations with the Central Basin legislative delegation;

• Increased participation in environmental education programs;

• Continued engagement for Central Basin stakeholders; and

• Enhanced strategic communications and media relations.

Improved Relations with the Central Basin Legislative Delegation 

A major focus this year has been the potential impact of legislation on Central 

Basin’s governance.  For several months, Central Basin has collaborated with 

the Legislature and its purveyors to support Central Basin’s water supply 

management role in the region.  Two important pieces of legislation that 

Central Basin has provided ongoing input are Senate Bill 953 by Senator 

Ricardo Lara and Assembly Bill 1794 by Assembly Member Cristina Garcia. 

Both bills would implement changes to the District’s governance structure 

and were introduced to address a recommendation by the State Auditor to 

the Legislature.  Central Basin has remained committed to working with the 

Legislature and its purveyors to ensure that the reforms that have been 

enacted and implemented prior to and during the Audit period continue in 

force for years to come.   

As part of the objective to strengthen relations with the Legislature, Central 

Basin has communicated consistently with elected officials and legislative 

staff. During the year, Central Basin conducted a Federal Advocacy trip in 

February 2016, and met our state legislators in Sacramento on several 

occasions, and hosted the Water 101 Legislative Forum.  Additionally, this 

year, Central Basin has continued its participation at the MWD 

Strategies 
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implement a

legislative

strategy
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Central Basin’s
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(reach 33,000
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Communications and Legislation Committee, as part of the Legislative 

Planning Group, and in Bi-monthly Legislative Coordinators Conference Calls 

as well as participation at the Association of California Water Agencies 

(ACWA).  A Board workshop on legislative strategy that was rescheduled for 

next year will be part of the efforts to continue discussion of its legislative 

priorities with the Board at its Regular Board meetings. 

Increased Participation within Education Programs 

Central Basin’s environmental education programs serve as a key opportunity 

to engage with our stakeholders in our service area. Each year, students 

throughout the Central Basin service area enhance their knowledge of water 

and the importance of implementing environmentally sound practices around 

their homes and schools through Think Watershed and Think Earth/Think 

Water It’s Magic.  Think Watershed is a partnership of environmental 

stakeholders in Southern California interested in creating and implementing 

a watershed education program for grades 4 -6 utilizing the Los Angeles 

County Office of Education’s Floating Lab.  Think Earth/Think Water It’s 

Magic, a collaborative program between the District and the Think Earth 

Environmental Education Foundation, uses an award-winning curriculum and 

magic shows to teach elementary school students about their environment.  

In FY2015-2016, Central Basin increased its student participation in Think 

Watershed by 40 percent, from 1,225 to 2,030 students.  For Think 

Earth/Think Water It’s Magic, student participation went from 6,422 to 

8,663, an increase of 26 percent.      

Continued Engagement for Central Basin Stakeholders 

Ongoing engagement with Central Basin stakeholders is at the core of 

achieving the Communications objectives set in the Strategic Plan.  This year 

was no exception to Central Basin’s continued commitment to build and 

foster ongoing collaboration with purveyors, community leaders, elected 

representatives and leaders in the water industry. To this extent, Central Basin 

hosted the Central MWD Caucus meetings.  A joint partnership between 

Central Basin and Upper San Gabriel Valley Municipal Water District, the 

Central MWD Caucus brings together industry leaders and local, state and 

federal representatives to discuss regional water issues.  

For Central Basin, continued engagement has also translated into providing 

leadership to increase collaboration and partnerships in the region.   This 

year, Central Basin continued to take an active role at regional agency 

meetings such as the Central Basin Water Association (CBWA) and the 

Gateway Water Management Authority (GWMA).  Additionally, Central Basin 

Strategies 

 Foster and

build effective

relationships

with media

 Provide

support for

water outreach

issues to the

community

 Increase

positive

awareness of

Central Basin

within the

water industry
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increased it collaboration with local elected leaders’ offices to provide 

drought responses and information for their constituents.  Messaging on the 

drought was also disseminated through monthly conservation working group 

meetings.   

Ongoing engagement was also critical at the community level this year. 

Central Basin conducted four MWD Inspection Trips and four Central Basin 

Water Education Tours.  A total of 41 community presentations were provided 

ranging from Speaker’s Bureaus, gardening classes, drought training and 

forums.  Lastly, Central Basin participated in 27 community outreach events 

and conducted a Business H20 forum for vendors who wish to learn more 

about business opportunities with Central Basin and MWD.  

Enhanced Strategic Communications and Media Relations 

A key objective of increasing positive awareness of Central Basin was 

supported by efforts to improve messaging and relations with the media. A 

considerable challenge for Central Basin in recent years was the prevalence 

of negative and inaccurate media stories.  To resolve this challenge, Central 

Basin adopted a Strategic Communications Plan to identify effective 

messages, key audiences and strategies to appropriately reach these key 

audiences. The Strategic Communications Plan incorporates all aspects of 

communications that is distributed to external audiences including residents, 

purveyors, media, elected officials, other water industry agencies and 

organizations, and other stakeholder organizations in our service area.  

Also key towards improved communications was refocused efforts to engage 

with stakeholders via social media and the Central Basin website.  One of the 

challenges faced in the Communications goals was a need to reschedule the 

new website from January to later in the year.  In June 2016, Central Basin’s 

redesigned website was launched. The website features a more user-friendly 

interface that focuses on transparency, accountability, and innovation. The 

increase efforts to engage with stakeholders through social media has 

elicited positive results such as an increase in followers on Twitter and 

Facebook.  

The focus ahead in the new year includes sustained efforts to increase 

positive awareness of Central Basin through the ongoing implementation of 

Strategic Communications Plan, further strengthening relations with 

members of the Central Basin legislative delegation, increasing participation 

in Central Basin’s environmental education programs and continuing to 

provide stakeholders with water awareness programs and resources. 

Communications
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Focus Ahead 

 Central Basin will maintain sustained efforts to increase

positive awareness of the District by:

 Implementing its Strategic Communications Plan

 Strengthening relationships with members of the

Central Basin delegation

 Increasing Central Basin education programs

 Continue providing stakeholders with water

awareness programs and resources

Communications
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Conclusion and Lessons Learned 

Fiscal Year 2015-2016 was a year of accomplishments as Central Basin worked to advance each of its 

four goals in its Strategic Plan:  Water Reliability, Financial Integrity, Stewardship, and Communications. 

A year of progress and challenges turned to opportunities, FY2015-2016 was also a year of learning 

valuable lessons to continue execution of the Strategic Plan (the Plan).  When Central Basin staff was 

asked the lessons learned throughout the implementation of the Plan, three themes resonated across 

departments:  Accountability at all levels – without it we will fail; continued collaboration between teams, 

departments, and agencies for the region; and continued refinement of an evolving Plan.  

The implementation of the Plan required Central Basin to demonstrate accountability from its Board and 

staff.  Central Basin made progress in advancing the goals of the Plan in large part due to the Board that 

worked together as one body to set the goals and framework of the Plan.  The ability of the Board to come 

together in a time of uncertainty and significant challenges served to invigorate staff to implement the 

objectives of the Plan.  Staff was held accountable through required quarterly updates and the 

identification of key performance measures to achieve the Plan.  Accountability also took a team 

approach.  Staff across departments did not allow others to fail, instead team members from different 

departments pitched in to provide the necessary time and effort to meet an objective.  

Accountability was at the forefront of the implementation of the Plan just as much as continued 

communications and collaboration.  Effective communications within departments, and across 

departments will continue to enable Central Basin to be more efficient and responsive to its customers.  

Communications also expanded across the region.  This year proved to be a year of ongoing 

communications with our residents, purveyors, the Central Basin legislative delegation, and other vital 

community stakeholders.  Central Basin has now taken a regional approach to meeting the needs of the 

service area with inter-agency collaborations as evidenced with the development of multi-agency 

projects.   

Accountability and effective communications were the necessary tools to have a clear understanding of 

Central Basin priorities and will serve as cornerstones for the refinement of an evolving Plan.  As Central 

Basin enters its second year of the Plan, it will be more critical to continue refinement of the objectives 

under the guidance of the General Manager and pursuant to the goals established by the Board.  In that 

the Plan is a living document and describes the objectives of an agency that is also progressing, the 

relevancy of objectives will be routinely discussed, with changes to objectives encouraged.  As some 

objectives are completed, new objectives may be added to better address the second year of the Plan’s 

implementation.    

We remain committed to providing the highest levels of service to our customers and the 1.6 million 

residents in the region through continued service.   We know that service will translate to continued 

financial stability, which will translate to water sustainability and reliability for future generations in the 

Central Basin service area.    FY2016-17 will serve as the second year of continued progress at Central 

Basin through adherence to the mission, values and goals of the District and through steadfast 

implementation of the Plan. 
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General Information:  Revenues, Expenditures, Debt and Appropriations Limits by 
Special District in Alphabetical Order

Name of Special District Principal County Total RevenuesType Code Gov Body Activity Total Expenditures Total Debt Appropriations Limit

Total Annual 
Appropriations
Subject to Limit

Table 1.  Special District Annual Report — Fiscal Year 2011-12 — (continued)

(a) (b)

24

Sierra O $ — $ —Cemetery District No. 2 — (continued) ————4.
$ —$ 4,393 $ 5,289— — — — Cemetery — —

Sierra O — —Cemetery District No. 3 ————4.
—7,188 4,072— — — — Cemetery — —

Sierra O — —Cemetery District No. 5 ————4.
—7,938 18,310— — — — Cemetery — —

Mendocino O — —Cemetery District of the Redwoods ————4.
—98,815 70,540— — — — Cemetery — —

Fresno O — —Center for Advanced Research and Technology ————50.
1,176,5973,273,730 3,723,269— — — — Governmental Services — —

Solano O — —Center for Staff Development ———Inactive50.
Shasta O — —Centerville Community Services District ————5.1

330,988927,547 1,006,159— — — — Water Enterprise — —
Merced O — —Centinella Water District ————41.

—494 —— — — — Water Enterprise — —
Los Angeles O — —Central Basin Municipal Water District ————44.

58,167,46949,122,331 52,673,639— — — — Water Enterprise — —
Calaveras O — —Central Calaveras Fire and Rescue Protection District ————7.

—393,451 449,719— — — — Fire Protection — —
Merced O — —Central California Irrigation District ————52.

—12,807,930 12,487,706— — — — Water Enterprise — —
Stanislaus O — —Central California Mortgage Authority ———Inactive50.
Tulare O — —Central California Tristeza Eradication Agency ————50.

—1,539,824 1,655,971— — — — Pest Control — —
Madera O — —Central California Vector Control Joint Powers Agency ————50.

—56,046 64,992— — — — Self Insurance — —
Santa Barbara O — —Central Coast Water Authority ————50.

91,020,00018,038,658 14,558,989— — — — Water Enterprise — —
Contra Costa O 80,226,515 6,436,915Central Contra Costa Sanitary District (Contra Costa) ————30.1

48,227,23887,866,024 87,394,621— — — — Waste Disposal Enterprise — —
Contra Costa O — —Central Contra Costa Transit Authority ————50.

—24,708,278 29,086,296— — — — Transit Enterprise — —
—5,170,149 5,943,044— — — — Transit Enterprise — —

San Joaquin O — —Central Delta Water Agency ————45.30
—1,394,139 1,056,943— — — — Flood Control and Water Conservation — —

Santa Clara S — —Central Fire Protection District (Santa Clara) ————7.
1,671,58592,426,891 94,786,147— — — — Fire Protection — —

Santa Cruz O 24,486,402 12,100,050Central Fire Protection District (Santa Cruz) ————7.
5,943,58513,275,452 12,652,618— — — — Fire Protection — —

Marin O — —Central Marin Sanitation Agency ————50.
61,640,00015,354,153 15,753,347— — — — Waste Disposal Enterprise — —

Modoc O — —Central Modoc Resource Conservation District ————36.1
—95,818 116,645— — — — Resource Conservation — —

Plumas O 834,966 —Central Plumas Recreation District ————27.1

(a) Refers to type code description in Appendix A
(b) Governing Body:  S=County Board of Supervisors;  C=City Council;  O=Other
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, --. III 

r2is Voter Approval for Local Government Taxes. 
Limitations on Fees, Assessments, and Charges. 
Initiative Constitutional Amendment. 

2 

111111 7_--- Official Title and Summary Prepared by the Attorney General 

VOTER APPROVAL FOR LOCAL GOVERNMENT TAXES. 

72 

LIMITATIONS ON FEES, ASSESSMENTS, AND CHARGES. 
INITIATIVE CONSTITUTIONAL AMENDMENT. 

• Limits authority of local governments to impose taxes and property-related assessments, fees, 
and charges. Requires majority of voters approve increases in general taxes and reiterates that 
two-thirds must approve special tax. 

• Assessments, fees, and charges must be submitted to property owners for approval or rejection, 
after notice and public hearing. 

• Assessments are limited to the special benefit conferred. 
• Fees and charges are limited to the cost of providing the service and may not be imposed for 

general governmental services available to the public. 

Summary of Legislative Analyst's 
Estimate of Net State and LQcal Government Fiscal Impact: 

• Short-term local government revenue losses of more than $100 million annually. 
• Long-term local government revenue losses of potentially hundreds of millions of dollars annually. 
• Local government revenue losses generally would result in comparable reductions in spending for 

local public services. 
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Analysis by the Legislative Analyst 

OVERVIEW 
Local governments provide many services to people 

.nd businesses in their communities. To pay for these 
services, local governments raise revenues by imposing 
fees, assessments, and taxes. This constitutional 
measure would make it more difficult for local 
governments to raise these revenues. As a result, this 
measure would: 

• Reduce the amount of fees, assessments, and taxes 
that individuals and businesses pay. 

• Decrease spending for local public services. 

PROPOSAL 
This measure would constrain local governments' 

ability to impose fees, assessments, and taxes. The 
measure would apply to all cities, counties, special 
districts, redevelopment agencies, and school districts in 
California. 

Fees 
Current Practice. Local governments charge fees to 

pay for many services to their residents. Some of these 
fees pay for services to property, such as garbage 
collection and sewer service. Fees are also called 
"charges." 

Local governments often establish several fee amounts 
for a service, each based on the approximate cost of 
providing the service to different types of properties 
mch as commercial, industrial, or residential property). 

Local governments usually send monthly bills to 
property owners to collect these fees, although some fees 
are placed on the property tax bill. Local governments 
generally hold public hearings before creating or 
increasing such a fee, but do not hold elections on fees. 

Proposed Requirements for Property-Related 
Fees. This measure would restrict local governments' 
ability to charge "property-related" fees. (Fees for water, 
sewer, and refuse collection service probably meet the 
measure's definition of a property-related fee. Gas and 
electric fees and fees charged to land developers are 
specifically exempted.) 

Specifically, the measure states that all local 
property-related fees must comply by July 1, 1997, with 
the following restrictions: 

• No property owner's fee may be more than the cost 
to provide service to that property owner's land. 

• No fee may be charged for fire, police, ambulance, 
library service, or any other service widely available 
to the public. 

• No fee revenue may be used for any purpose other 
than providing the property-related service. 

• Fees may only be charged for services immediately 
available to property owners. 

In addition, the measure specifies that before adopting 
a neu.; property-related fee (or increasing an existing one), 
10cal governments must: mail information about the fee 
~o every property owner, reject the fee if a majority of the 
property owners protest in writing, and hold an election 
on the fee (unless it is for water, sewer, or refuse 
collection service). 
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Taken together, these fee restrictions would require 
local governments to reduce or eliminate some existing 
fees. Unless local governments increased taxes to replace 
these lost fee revenues, spending for local public services 
likely would be decreased. The measure's requirements 
would also expand local governments' administrative 
workload. For example, local governments would have to 
adjust many property-related fees, potentially (1) setting 
them on a block-by-block or parcel-by-parcel basis and 
(2) ending programs that allow low-income people to pay 
reduced property-related fees. Local governments would 
also have to mail information to every property owner 
and hold elections. 

Assessments 
Current Practice. Local governments charge 

assessments to pay for projects and services that benefit 
specific properties. For example, home owners may pay 
assessments for sidewalks, streets, lighting, or recreation 
programs in their neighborhood. Assessments are also 
called "benefit assessments," "special assessments," 
"maintenance assessments," and similar terms. Local 
governments typically place assessment charges on the 
property tax bilL 

To create an assessment, state laws require local 
governments to determine which properties would 
benefit from a project or service, notify the owners, and 
set assessment amounts based on the approximate 
benefit property owners would receive. Often, the rest of 
the community or region also receives some general 
benefit from the project or service, but does not pay a 
share of cost. Typical assessments that provide general 
benefits include fire, park, ambulance, and mosquito 
control assessments. State laws generally require local 
governments to reject a proposed assessment if more 
than 50 percent of the property owners protest in 
writing. 

Some local governments also levy "standby charges," 
which are similar to assessments. Standby charges 
commonly finance water and sewer service expansions to 
new households and businesses. (The measure treats 
standby charges as assessments.) 

Proposed Requirements for Assessments. This 
measure would place extensive requirements on local 
governments charging assessments. Specifically, the 
measure requires all new or increased assessments-and 
some existing assessments-to meet four conditions. 

• First, local governments must estimate the amount 
of "special benefit" landowners receive-or would 
receive-from a project or service. Special benefit is 
defined as a particular benefit to land and buildings, 
not a general benefit to the public at large or a 
general increase in property values. If a project 
provides both special benefits and general benefits, 
a local government may charge landowners only for 
the cost of providing the special benefit. Local 
government must use general revenues (such as 
taxes) to pay the remaining portion of the project or 
service's cost. In some cases, local government may 
not have sufficient revenues to pay this cost, or may 
choose not to pay it. In these cases, a project or 
service would not be provided. 
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• Second, local governments must ensure that no 
property owner's assessment is greater than the cost 
to provide the improvement or service to the owner's 
property. This provision would require local 
governments to examine assessment amounts in 
detail, potentially setting them on a parcel-by-parcel 
or block-by-block basis. 

• Third, local governments must charge schools and 
other public agencies their share of assessments. 
Currently, public agencies generally do not pay 
assessments. 

• Finally, local governments must hold a mail-in 
election for each assessment. Only property owners 
and any renters responsible for paying assessments 
would be eligible to vote. Ballots cast in these 
elections would be weighted based on the amount of 
the assessment the property owner or renter would 
pay. For example, if a business owner would pay 
twice as much assessment as a homeowner, the 
business owner's vote would "count" twice as much 
as the homeowner's vote. 

Figure 1 summarizes the existing assessments that 
would be exempt from the measure's requirements. We 
estimate that more than half of all existing assessments 
would qualify for an exemption. All other existing 
assessments must meet the measure's 
requirements-including the voter approval 
requirement-by July 1, 1997. 

Figure 1 

Existing Assessments Exempt from 
the Measure's Requirements 

• Assessments previously approved by voters-or by all 
property owners at the time the assessment was created. 

• Assessments where all the funds are used to repay bond 
obligations. 

• Assessments where all the funds are used to pay for 
sidewalks, streets, sewers, water, flood control, drainage 
systems or, "vector control" (such as mosquito control). 

Taxes 
Current Practice. Local governments typically use 

taxes to pay for general government programs, such as 
police and fire services. Taxes are "general" if their 
revenues can be used to pay for many government 
programs, rather than being reserved for specific 
programs. Proposition 62-a statutory measure approved 
by the voters in 1986-requires new local general taxes 
to be approved by a majority vote of the people. 
Currently, there are lawsuits pending as to whether this 
provision applies to cities that have adopted a local 
charter, such as Los Angeles, Long Beach, Sacramento, 
San Jose, and many others. 
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Proposed Requirements for Taxes. The measure 
states that all future local general taxes, including those 
in cities with charters, must be approved by a majority 
vote of the people. The measure also requires existin. 
local general taxes established after December 31, 1994, 
without a vote of the people to be placed before the voters 
within two years. 

Other Provisions 
Burden of Proof. Currently, the courts allow local 

governments significant flexibility in determining fee 
and assessment amounts. In lawsuits challenging 
property fees and assessments, the taxpayer generally 
has the "burden of proof" to show that they are not legal. 
This measure shifts the burden of proof in these lawsuits 
to local government. As a result, it would be easier for 
taxpayers to win lawsuits, resulting in reduced or 
repealed fees and assessments. 

Initiative Powers. The measure states that 
Californians have the power to repeal or reduce any local 
tax, assessment, or fee through the initiative process. 
This provision broadens the existing initiative powers 
available under the State Constitution and local 
charters. 

FISCAL IMPACT 

Revenue Reductions 
Existing Revenues. By July 1, 1997, local 

governments would be required to reduce or repeal 
existing property-related fees and assessments that d 
not meet the measure's restrictions on (1) fee anu 
assessment amounts or (2) the use of these revenues. The 
most likely fees and assessments affected by these 
provisions would be those for: par~ and recreation 
programs, fire protection, lighting, ambulance, business 
improvement programs, library, and water service. 
Statewide, local government revenue reductions probably 
would exceed $100 million annually. The actual level of 
revenue reduction would depend in large part on how the 
courts interpret various provisions of the measure. In 
addition, because local governments vary significantly in 
their reliance upon fees and assessments, the measure's 
impact on individual communities would differ greatly. 

Within two years, local governments also would be 
required to hold elections on some recently imposed taxes 
and existing assessments. The total amount of these 
taxes and assessments is unknown, but probably exceeds 
$100 million statewide. If voters do not approve these 
efcisting taxes and assessments, local governments would 
lose additional existing revenues. 

New Revenues. The measure's restrictions and 
voter-approval requirements would constrain new and 
increased fees, assessments, and taxes. As a result, local 
government revenues in the future would be lower than 
they would be otherwise. The extent of these revenue 
reductions would depend on court interpretation of the 
measure's provisions and local government actions to 
replace lost revenues. 
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Summary of Revenue Reductions. In the short 
term, local government revenues probably would be 
reduced by more than $100 million annually. Over time, 

cal government revenues would be significantly lower 
• 1an they would otherwise be, potentially by hundreds of 

millions of dollars annually. Individual and business 
payments to local government would decline by the same 
amount. In general, these local government revenue 
losses would result in comparable reductions in spending 
for local public services. 

Cost Increases 
Local governments would have significantly increased 

costs to hold elections, calculate fees and assessments, 

notify the public, and defend their fees and assessments 
in court. These local increased costs are unknown, but 
could exceed $10 million initially, and lesser amounts 
annually after that . 

School and community college districts, state agencies, 
cities, counties, and other public agencies would have 
increased costs to pay their share of assessments. The 
amount of this cost is not known, but could total over 
$10 million initially, and increasing amounts in the 
future. 

For text of Proposition 218 see page 108 

, G96 75 5



218 
Voter Approval for Local Government Taxes. 
Limitations on Fees, Assessments, and Charges. 
Initiative Constitutional Amendment. 

Argument in Favor of Proposition 218 
VOTE YES ON PROPOSITION 218. IT WILL GIVE YOU TAXPAYERS HAVE NO RIGHT TO VOTE ON THESE 

THE RIGHT TO VOTE ON TAX INCREASES! TAX INCREASES AND OTHERS LIKE THEM 
Proposition 218 guarantees your right to vote on local tax UNLESS PROPOSITION 218 PASSES! 

increases-even when they are called something else, like Proposition 218 will significantly tighten the kind of benefit 
"assessments" or "fees" and imposed on homeowners. assessments that can be levied. 

Proposition 218 guarantees your right to vote on taxes Here are examples of why fees and assessments and other 
imposed on your water, gas, electric, and telephone bills. nonvoted taxes are so unfair: 

Proposition 218 does NOT prevent government from raising • The poor pay the same assessments as the rich. An elderly 
and spending money for vital services like police, fire and widow pays exactly the same on her modest home as a 

tycoon with a mansion. 
education. If politicians want to raise taxes they need only 
convince local voters that new taxes are really needed. • There are now over 5,000 local districts which can impose 

fees and assessments without the consent of local voters. 
Proposition 218 simply extends the long standing Special districts have increased assessments by over 

constitutional protection against politicians imposing tax 2400% over 15 years. Likewise, cities have increased 
increases without voter approval. utility taxes 415% and raised benefit assessments 976%, a 

After voters passed Proposition 13, politicians created a ten-fold increase. 
loophole in the law that allows them to raise taxes without Non-voted taxes on electricity, gas, water, and telephone 
voter approval by calling taxes "assessments" and "fees." services hit renters and homeowners hard. 

Once this loophole was created, one lawyer working with And, retired homeowners get hit doubly hard! 
politicians wrote, assessments "are now limited only by the To confirm the impact of fees and assessments on you, look at 
limits of human imagination." your property tax bill. You will see a growing list of assessments 

How imaginative can the politicians be with assessments? imposed without voter approval. The list will grow even longer 
unless Proposition 218 passes. 

Here are a few examples among thousands: Proposition 218 will allow you and your neighbors-not 
• A view tax in Southern California-the better the view of politicians-to decide how high your taxes will be. It will allow 

the ocean you have the more you pay. those who pay assessments to decide if what they are being 
• In Los Angeles, a proposal for assessments for a $2-million asked to pay for is worth the cost. 

scoreboard and a $6-million equestrian center to be paid FOR THE RIGHT TO VOTE ON TAXES, VOTE YES C 
for by property owners. PROPOSITION 218. 

• In Northern California, taxpayers 27 miles away from a JOEL FOX 
park are assessed because their property supposedly President, Howard Jarvis Taxpayers Association 
benefits from that park. JIM CONRAN 

• In the Central Valley, homeowners are assessed to President, Consumers First 
refurbish a college football field. RICHARD GANN 

President, Paul Gann's Citizens Committee 

Rebuttal to Argument in Favor of Proposition 218 
PROPOSITION 218 IS NO FALSE ALARM ... IT HURTS CONSTITUTIONAL POWER SHIFT. 

Propositions can deceive, so carefully judge who you believe. 
Beware of wild claims for new "constitutional rights" and 

people who pretend concern about widows and orphans. 
Read Proposition 218 yourself and see how large 

corporations, big landowners and foreign interests gain more 
voting power than YOu. 

Promoters say you get "tax reform" . . . you may actually 
get serious cutbacks in local service and FEWER VOTING 
RIGHTS for millions of California citizens. 

Sometimes we hear hysterical warnings about bad things 
that never occur ... Proposition 218 is a REAL threat. On 
Proposition 218 consider the harm to EXISTING local services, 
not vague future threats: 

• May reduce CURRENT funding for police, fire and 
emergency medical programs across California. 

• Worsens SCHOOL CROWDING by making public schools 
pay NEW TAXES, cutting classroom teaching. 

• Could eliminate LifeLine utility support for SENIORS and 
disabled citizens. 

Proposition 218 etches this into the state Constitution: 
• Blocks 3 million Californians from voting on tax 

assessments. The struggling young couple renting a small 
home, WILL HAVE NO VOTE on the assessments imposed 
on the house they rent. 

• Grants special land interests more voting power than 
average homeowners. The "elderly widow" promoters cite 
will be banned from voting if she is a renter, or her voting 
power dwarfed by large property owners. 

• Gives non-citizens voting rights on your community taxes. 
Proposition 218 is a great deal for wealthy special interests. 

But it's a bad deal for the average taxpayer, homeowner and 
renter. 

HOWARD OWENS 
Congress of California Seniors 

LOISTINSON 
President, California Teachers Association 

RON SNIDER 
President, California Association of 

Highway Patrolmen 
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Voter Approval for Local Government Taxes. 
Limitations on Fees, Assessments, and Charges. 

Initiative Constitutional Amendment. 218 
Argument Against Proposition 218 

PROPOSITION 218 DILUTES VOTING RIGHTS, HURTS Don't handcuff police and firefighters. The California Police 
LOCAL SERVICES Chiefs Association, Fire Chiefs Association and California 

In the disguise oftax reform, Proposition 218's Constitutional Professional Firefighters ask you to vote NO. 
Amendment REDUCES YOUR VOTING POWER and gives The impartial Legislative Analyst's report shows how 
huge voting power to corporations, foreign interests and Proposition 218 could impede LifeLine support for the elderly 
wealthy land owners. and disabled. It prohibits seniors and disabled from receiving 

It cuts police, fire, library, park, senior, and disabled services needed utility services unless they pay all costs themselves. 
and diverts funds needed for classroom-size reductions. Proposition 218 cuts more than $100 million from local 

Read Proposition 218 carefully-it's a wolf, not a lamb! services, yet wastes tens of millions each year by changing the 
YOU LOSE RIGHTS; CORPORATIONS, DEVELOPERS, Constitution to require 5,000 local elections even if local 

NON-CITIZENS GAIN VOTING POWER citizens don't want an election ... even if the election cost is 
Section 4(e) of Proposition 218 changes the Constitution to more than the potential revenue. 

give corporations, wealthy landowners and developers MORE MAKES SCHOOL CROWDING WORSE 
VOTING POWER THAN HOMEOWNERS. It lets large outside 
interests control community taxes-against the will of local California teachers oppose Proposition 218 because Section 
citizens. 4(a) imposes a new tax on public schopl property, diverting 

EXAMPLE: An oil company owns 1000 acres, you own one millions from classroom programs to pay for non-school 
acre; the oil corporation gets 1000 times more voting power expenses.' 
than you. California already has the most crowded classrooms in 

While Prop. 218 gives voting power to outside interests, America (dead last of 50 states). Proposition 218 makes school 
Section 4(g) denies voting rights to more than 3,000,000 crowding worse. 
California renters. SHELL GAME 

Reducing American citizens' Constitutional rights, it grants This measure takes a few good ideas, but twists and perverts 
voting rights to corporations and absentee landowners-even them. It cripples the best local services and puts more power 
foreign citizens. into the hands of special interests and non-citizens. 

EXAMPLE: A shopping center owned by a foreign citizen is Proposition 218 goes too far. Assessment laws DO need 
worth 100 times as much as your home; that person gets 100 improvement, but Proposition 218 is the wrong way to do it. It 
imes more voting power than you! does more harm than good, restricting our voting rights, 

Every citizen should have the right to vote if a community is hurting schools, seniors and public safety programs. 
voting on local assessments for police, fire, emergency medical Please vote NO on Proposition 218. 
and library programs. It's unfair to give voting power to 
non-citizens, big landowners and developers, yet deny it to FRAN PACKARD 
millions of Californians. President, League of Women Voters of California 

MAY CUT LOCAL POLICE, FIRE PROTECTION CHIEF RON LOWENBERG 
Section 6(b)(5) eliminates vital funding sources for local President, California Police Chiefs' Association 

police, fire, emergency medical and library services. CHIEF JEFF BOWMAN 
Proposition 218 goes too far-may forbid emergency President, California Fire Chiefs' Association 

assessments for earthquakes, floods and fires. 

Rebuttal to Argument Against Proposition 218 
Arguments against Proposition 218 are misleading and 

designed to confuse voters. In truth: 
1. Proposition 218 expands your voting rights. It 

CONSTITUTIONALLY GUARANTEES your right to vote 
on taxes. 

2. Under Proposition 218, only California registered voters, 
including renters, can vote in tax elections. Corporations 
and foreigners get no new rights. 

3. Current law already allows property owners, including 
nonresidents, to act on property assessments based on the 
assessment amount they pay. This is NOT created by 
Proposition 218. 

4. "Lifeline" rates for elderly and disabled for telephone, gas, 
and electric services are NOT affected. 

5. Proposition 218 allows voter approved taxes for police, fire, 
~ducation. 

Proposition 218 simply gives taxpayers the right to vote on 
axes and stops politicians' end-runs around Proposition 13. 
That's why ordinary taxpayers, seniors, parents, 

homeowners, renters, consumer advocates, support 
Proposition 218. 

Under Proposition 218, officials must convince taxpayers that 
tax increases are justified. Politicians and special interest 
groups don't like this idea. But they can't win by saying 
"taxpayers should not vote on taxes," so they use misleading 
statements to confuse a simple question. 

That question: DO YOU BELIEVE TAXPAYERS SHOULD 
HAVE THE RIGHT TO VOTE ON TAXES? If you answered 
"yes", VOTE YES ON PROPOSITION 218. 

Read the nonpartisan, independent SUMMARY by the 
Attorney General, which begins "VOTER APPROVAL FOR 
LOCAL GOVERNMENT TAXES." And, by all means read your 
property tax bill, due out now. Then you'll know the truth. 

FOR THE RIGHT TO VOTE ON TAXES, VOTE YES ON 
PROPOSITION 218! 

CAROL ROSS EVANS 
Vice-President, California Taxpayers Association 
FELICIA ELKINSON 
Past President, Council of Sacramento 

Senior Organizations 

LEE PHELPS 
Founder, Alliance of California Taxpayers 

and Involved Voters (ACTIV) 
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computed as if the taxpayer was a resident for all prior years. 
(e) There shall be imposed for each taxable year upon the taxable income of every estate, 

trust, or common trust fund taxes equal to the amount computed under subdivision (a) for an 
individual having the same amount of taxable income. 

(f) The tax imposed by this part is not a surtax. 
(g) (I) Section I (g) of the Internal Revenue Code, relating to certain unearned income of 

minor children taxed as if the parent's income, shall apply. except as otherwise provided. 
(2) Section l(g)(7)(B)(ii)(Il) of the Internal Revenue Code, relating to income included on 

parent's return. is modified, for purposes of this part, by substituting "five dollars ($5)" for 
"seventy-five dollars ($75)" and "1 percent"' for "IS percent." 

(h) For each taxable year beginning on or after January 1, 1988, the Franchise Tax Board 
shall recompute the income tax brackets prescribed in subdivisions (a) and (c). That 
computation shall be made as follows: 

(l) The California Department of Industrial Relations shall transmit annually to the 
Franchise Tax Board the percentage change in the California Consumer Price Index for all 
items from June of the prior calendar year to June of the current calendar year, no later than 
August I of the current calendar year. 

(2) The Franchise Tax Board shall do both of the following: 
(A) Compute an inflation adjustment factor by adding 100 percent to the percentage 

change figure that is furnished pursuant to paragraph (l) and dividing the result by 100. 
(B) Multiply the preceding taxable year income tax brackets by the inflation adjustment 

factor determined in subparagraph (A) and round off the resulting products to the nearest one 
dollar ($1). 

(i) (1) For purposes of this section, the term "California adjusted gross income" includes 
each of the following: 

(A) For any part of the taxable year during which the taxpayer was a resident of this state 
(as defined by Section 17014). all items of adjusted gross income, regardless of source. 

(B) For any part of the taxable year during which the taxpayer was not a resident of this 
state. only those items of adjusted gross income which were derived from sources within this 
state, determined in accordance with Chapter II (commencing with Section 17951). 

(2) For purposes of computing "California adjusted gross income" under paragraph (I), 
the amount of any net operating loss sustained in any taxable year during any part of which 
the taxpayer was not a resident of this state shall be limited to the sum of the following: 

(A) The amount of the loss attributable to the part of the taxable year in which the 
taxpayer was a resident. 

(B) The amount of the loss which, during the part of the taxable year the taxpayer is not a 
resident, is attributable to California source income and deductions allowable in arriving at 
adjusted gross income. 

(j) It is the intent of the people of the State of California in enacting the amendments to 
this section made by the statutory initiative adding this subdivision to continue those marginal 
income tax rates that affect onlv the very highest income taxpavers and would otherwise 
expire in 1996, in order to generate those revenues necessary 10 provide a basic level of local 
fiscal relief and maintain the state 5 ability to jii/jill its other obligations. It is the intent of the 
people of the State of California that any juture enactment that alters the rate, base, or 
burden of the state personal income lax at least maintain the level and proportionate share of 
revenues derived from the marginal income tax rates provided for by the statutory initiative 
adding this subdivision. 

Section 5. Allocation of revenues from state to local government. 
Section 19603 of the Revenue and Taxation Code is amended to read: 
19603. 'fhe (u) Except as provided in subdivision (b), the balance of the moneys in the 

Personal Income Tax Fund shall, upon order of the Controller, be drawn therefrom for 'he 
purpose of making refunds under this part or be transferred to the General Fund 
undelivered refund warrants shall be redeposited in the Personal Income Tax Fund 
receipt by the Controller. 

(b) (1) (A) Subject 10 any reduction required by subparaRraph (B), on December 1 of 
each fiscal year, there is hereby deposited in the Local Agency Fiscal Restoration ACCOUIlI, 
which is hereby created in the General Fund, that additional amount l!f personal income tax 
revenue that is collected for the immediately preceding taxable year as a result of the 
amendments to Section 17041 made by the statutory initiative adi/ing this subdivision, which 
continue in existence the two highest personal income tax rares. 

(B) Notwithstanding any other provision of law, any increase resulting from the statutory 
initiative adding this subdivision in the amount of state educational funding required by 
Section 8 of Article XVI of the California Constitution and any implementing statute shall be 
fUllded from a reduction in the amount of the deposit otherwise required by subparagraph (A). 
In no event shall the statutory initiative adding this subdivision result ill a level of state 
educational funding that is less than the level of state education funding that would occur ill 
the absence of that measure. 

(2) In each fiscal year, the fit/I amount of revenues that is deposited in the Local Agency 
Fiscal Restoration Account pursuant to paragraph (1) is hereby appropriated to the 
Controller for apportionment among all counties in the state. Based upon information 
provided by the Department of Finance, the Controller shall make an apportionment to each 
county in accordance with the proportion that the total amount of revenue, required to be 
shifted for the prior fiscal year from all local agencies in the county as a result of Sections 
97.2 and 97.3, bears to the total amount required to be shifted for the prior fiscal year as a 
result of those same sections for all local agencies in the state. For purposes of determining 
proportionate shares pursuant to the preceding sentence, the Controller shall reduce the total 
amount of shift revenue determined for all local agencies of a county by the total amount of 
revenue allocated in that county pursuant to Section 35 of Article Xlll of the California 
Constillltioll, and shall also reduce the total amount of shift revenues determined for all local 
agencies in the state by the total amount of revenue allocated in the state pursuant to that 
same constitutional provision. Each apportionment received by a county pursuant to this 
section shall be deposited by the county treasurer as provided in Section 30061 of the 
Government Code. For purposes of this subdivision, "local agency" has the same meaning as 
that same term is used in Section 30061 of the Government Code. 

(c) It is the intent of the people of the State of California in enacting subdivision (b) to 
make those personal income tax revenues, derivedfrom the tax rates imposed upon only the 
very highest' income taxpayers, available to relieve local agencies that have been required by 
state law to assume a portion of the state'sfunding burden, and thereby allow those agencies 
to better fund essential public services. 

Section 6. The Legislature may amend this measure only by a statute, passed in ( 
house of the Legislature by a two-thirds vote, that is consistent with and furthers the pUfj. 
of this measure. However, the Legislature may enact a statute to implement subdivision (h) u> 

Section I of this measure with the approval of only a majority of each house of the 
Legislature. 

Proposition 218: Text of Proposed Law 
This initiative measure is submitted to the people in accordance with the 

provisions of Article II, Section 8 of the Constitution. 
This initiative measure expressly amends the Constitution by adding articles 

thereto; therefore, new provisions proposed to be added are printed in italic type 
to indicate that they are new. 

PROPOSED ADDITION OF ARTICLE XIII C 
AND ARTICLE XIII D 

RIGHT TO VOTE ON TAXES ACT 
SECTION I. TITLE. This act shall be known and may be cited as the "Right to Vote 

on Taxes Act." 
SECTION 2. FINDlNGS AND DECLARATIONS. The people of the State of 

California hereby find and declare that Proposition 13 was intended to provide effective tax 
relief and to require voter approval of tax increases. However, local governments have 
subjected taxpayers to excessive tax. assessment, fee and charge increases that not only 
frustrate the purposes of voter approval for tax increases, but also threaten the economic 
security of all Californians and the California economy itself. This measure protects taxpayers 
by limiting the methods by which local governments exact revenue from taxpayers without 
their consent. 

SECTION 3. VOTER APPROVAL FOR LOCAL TAX LEVIES. Article XIII C is 
added to the California Constitution to read: 

ARTICLE Xlll C 
SECTION 1. Dejinitions. As used in this article: 
(a) "General tax" means any tax imposed jiJr general governmental purposes. 
(bl "Local government" means any county, city, citv and county. including a charter city 

or county, any special district, or any other local or regional governmental entity. 
(c) "Special district" means an agency of the state, formed pursuant to Renerallaw or a 

special act, for the local peljornlllnce of governmental or proprietary functions with limited 
geographic boundaries including, but not limited to, school districts and redevelopment 
agencies. 

(dl "Special tax" means any tax imposed for specific purposes, inciudinR a tax imposed 
for specific purposes, which is placed into a general fund. 

SEC. 2. Local Government Tax Limitation. Notwithstanding any other provision of this 
Constitution: 

(aJ All taxes imposed by an\" local government shall be deemed to be either lieneral taxes 
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or special taxes. Special purpose districts or agencies, including school districts, shall have 
no power to levy general taxes. 

(b) No local government may impose, extend, or increase any general tax unless and until 
that tax is submitted to the electorate and approved bv a majority vote. A general tax shall not 
be deemed to have been increased if it is imposed at a rate not higher than the maximum rate 
so approved. The election required by this subdivision shall be consolidated with a regularly 
scheduled general election for members of the governing body of the local government, 
except in cases of emergency declared by a unanimous vote of the governing body. 

(c) Any general tax imposed, extended, or increased, without voter approval, by any local 
gOl'ernment on or after January 1, 1995, and prior to the effective date of this article, shall 
continue to be imposed only if approved by a majority vote of the voters voting in an election 
on the issue of the imposition, which election shall be held within two years of the effectil'e 
date of this article and in compliance with subdivision (b). 

(d) No local government may impose, extend, or increase any special tax unless and LlllIil 
that tax is submitted to the electorate and approved by a two-thirds vote. A special tax shall 
not be deemed to have been increased if it is imposed at a rate not higher than the maximum 
rate so approved. 

SEC. 3. Initiative Power Fir Local Taxes, Assessments, Fees and Charges. 
Notwithstanding any other provision of this Constitution, including, but not limited to, 
Sections 8 and 9 of Article l/, the initiative power shall not be prohibited or otherwise limited 
in matters of reducing or repealing any local tax, assessment, fee or charge. The power of 
initiative to affect local taxes, assessments, fees and charges shall be applicable to all local 
governments and neither the Legislature nor any local government charter shall impose a 
signature requirement higher than that applicable to statewide statuton' initiatil'es. 

SECTION 4. ASSESSMENT AND PROPERTY RELATED FEE REFORM. 
Article XIII D is added to the California Constitution to read: 

ARTICLE XlII D 
SECTlON 1. Application. Notwithstanding any other provision of law, the provisions ~( 

this article shall apply to all assessments, fees and charges, whether imposed pursua. 
state statute or local government charter authority. Nothing in this article or Article Xl, 
shall be construed to: 

(a) Provide any new authority to anv agency to impose a tax, assessment,fee, or chQ(~e. 
(b) Affect existing laws relating to the imposition o.f fees or charges as a condition of 

property development. 
(c) Affect existing laws relating to the imposition of timber yield taxes. 
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SEC. 2. Definitions. As used in this article: 
(a) "Agency" means any local government as defined in subdivision (b) of Section i of 

Article XlII C. 
(b) "Assessment" means any levy or charge upon real property by an agency for a special 

h"'"fit conferred upon the real property. "Assessment" includes, but is not limited to, 
'ial assessment," "benefit assessment," "maintenance assessment" and "special 
sment tax." 

Ic) "Capital cost" means the cost of acquisition, installation, construction, reconstruction, 
or replacement of a permanent public improvement by an agency. 

(d) "District" means an area determined by an agency to contain all parcels which will 
receive a special benefit from a proposed public improvement or property-related service. 

(e) "Fee" or "charge" means any levy other than an ad valorem tax, a special tax, or an 
assessment, imposed by an agency upon a parcel or upon a person as an incident of propert\' 
ownership, including a user fee or charge for a property related service. 

If) "Maintenance and operation expenses" means the cost of rent, repair, replacement, 
rehabilitation, fuel, power, electrical current, care, and supervision necessary to properly 
operate and maintain a permanent public improvement. 

(g) "Property ownership" shall be deemed to include tenancies of real property where 
tenants are directly liable to pay the assessment, fee, or charge in question. 

(h) "Property-related service" means a public service having a direct relationship to 
property ownership. 

(i) "Special benefit" means a particular and distinct benefit over and above general 
benefits conferred on real property located in the district or to the public at large. General 
enhancement of property value does not constitute "special benefit. " 

SEC. 3. Property Taxes, Assessments, Fees and Charges Limited. (a) No tax, 
assessment, fee, or charge shall be assessed by any agency upon any parcel of property or 
upon any person as an incident of property ownership except: 

(i) The ad valorem property tax imposed pursuant to Article XlJJ and Article XlJJ A. 
(2) Any special tax receiving a two-thirds vote pursuant to Section 4 of Article XIIl A. 
(3) Assessments as provided by this article. 
(4) Fees or charges for property related services as provided by this article. 
(b) For purposes of this article,fees for the provision of electrical or gas service shall not 

be deemed charges or fees imposed as an incident of property ownership. 
SEC. 4. Procedures and Requirements for All Assessments. (a) An agency which 

proposes to levy an assessment shall identify all parcels which will have a special benefit 
conferred upon them and upon which an assessment will be imposed. The proportionate 
special benefit derived by each identified parcel shall be determined in relationship to the 
entirety of the capital cost of a public improvement, the maintenance and operation expenses 
of a public improvement, or the cost of the property related service being provided. No 
assessment shall be imposed on any parcel which exceeds the reasonable cost of the 
proportional special benefit conferred on that parcel. Only special benefits are assessable, 
and an agency shall separate the general benefits from the special benefits conferred on a 
,,~rcel. Parcels within a district that are owned or used by any agency, the State of California 

? United States shall not be exempt from assessment unless the agency can demonstrate 
ear and convincing evidence that those publicly owned parcels in jact receive no special 

benefit. 
(b) All assessments shall be supported by a detailed engineer's report prepared by a 

registered professional engineer certified by the State of California. 
(c) The amount of the proposed assessment for each identified parcel shall be calculated 

and the record owner of each parcel shall be given written notice by mail of the proposed 
assessment, the total amount thereof chargeable to the entire district, the amount chargeable 
to the owner's particular parcel, the duration of the payments, the reason for the assessment 
and the basis upon which the amount of the proposed assessment was calculated, together 
with the date, time, and location of a public hearing on the proposed assessment. Each notice 
shall also include, in a conspicuous place thereon, a summary of the procedures applicable to 
the completion, return, and tabulation of the ballots required pursuant to subdivision (d), 
including a disclosure statement that the existence of a majority protest, as defined in 
subdivision (e), will result in the assessment not being imposed. 

(d) Each notice mailed to owners of identified parcels within the district pursuant to 
subdivision (c) shall contain a ballot which includes the agency's address for receipt of the 
ballot once completed by any owner receiving the notice whereby the owner may indicate his 
or her name, reasonable identification of the parcel, and his or her support or opposition to 
the proposed assessment. 

(e) The agency shall conduct a public hearing upon the proposed assessment not less than 
45 days after mailing the notice of the proposed assessment to record owners of each 
identified parcel. At the public hearing, the agency shall consider all protests against the 
proposed assessment and tabulate the ballots. The agency shall not impose an assessment if 
there is a majority protest. A majority protest exists if, upon the cone/us ion of the hearing, 
ballots submitted in opposition to the assessment exceed the ballots submitted in favor of the 
assessment. In tabulating the ballots, the ballots shall be weighted according to the 
proportional financial obligation of the affected property. 

(f) In any legal action contesting the validity of any assessment, the burden shall be on the 
agency to demonstrate that the property or properties in question receive a special benefit 
over and above the benefits conferred on the public at large and that the amount of any 
contested assessment is proportional to, and no greater than, the benefits conferred on the 
property or properties in question. 

(g) Because only special benefits are assessable, electors residing within the district who 
do not own property within the district shall not be deemed under this Constitution to have 
been deprived of the right to vote for any assessment. If a court determines that the 
Constitution of the United States or other federal law requires otherwise, the assessment shall 
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not be imposed unless approved by a two-thirds vote of the electorate in the district in 
addition to being approved by the property owners as required by subdivision (e). 

SEC. 5. Effective Date. Pursuant to subdivision (a) of Section iO of Article 1I, the 
provisions of this article shall become effective the day after the election unless otherwise 
provided. Beginning July i, 1997, all existing, nef<; or increased assessments shall comply 
with this article. Notwithstanding the foregoing, the following assessments existing on the 
effective date of this article shall be exempt from the procedures and approval process set 
forth in Section 4: 

(a) Any assessment imposed exclusively to finance the capital costs or maintenance and 
operation expenses for sidewalks, streets, sewers, water, flood control, drainage systems or 
vector control. Subsequent increases in such assessments shall be subject to the procedures 
alld approval process set forth in Section 4. 

(b) Any assessment imposed pursuant to a petition signed by the persons owning all of the 
parcels subject to the assessment at the time the assessment is initiallv imposed. Subsequent 
increases in such assessments shall be subject to the procedures and approval process set 
forth in Section 4. 

(c) Any assessment the proceeds of which are exclusively used to repay bonded 
indebtedness of which the failure to pay would violate the Contract impairment Clause of the 
Constitution of the United States. 

(d) Any assessment which previously received majority voter approval from the voters 
voting in an election on the issue of the assessment. Subsequent increases in those 
assessments shall be subject to the procedures and approval process set forth in Section 4. 

SEC. 6. Property Related Fees and Charges. (a) Procedures j(JT New or increased 
Fees and Charges. An agency shall follow the procedures pursuant to this section in 
imposing or increasing any fee or charge as defined pursuant to this article, including, but 
not limited to, the following: 

(1) The parcels upon which a fee or charge is proposed for imposition shall be identified. 
The amount of the fee or charge proposed to be imposed upon each parcel shall be 
calculated. The agency shall provide written notice by mail of the proposed fee or charge to 
the record owner of each identified parcel upon which the fee or charge is proposed for 
imposition, the amount of the fee or charge proposed to be imposed upon each, the basis upon 
which the amount of the proposed fee or charge was calculated, the reason for the fee or 
charge, together with the date, time, and location of a public hearing on the proposed fee or 
charge. 

(2) The agency shall conduct a public hearing upon the proposed fee or charge not less 
than 45 days after mailing the notice of the proposed fee or charge to the record owners of 
each identified parcel upon which the fee or charge is proposed for imposition. At the public 
hearing, the agency shall consider all protests against the proposed fee or charge. if written 
protests against the proposed fee or charge are presented by a majority of owners of the 
identified parcels, the agency shall not impose the fee or charge. 

(b) Requirements for Existing, New or Increased Fees and Charges. A fee or charge 
shall not be extended, imposed, or increased by any agency unless it meets all of the following 
requirements: 

(i) Revenues derived from the fee or charge shall not exceed the funds required to provide 
the property related service. 

(2) Revenues derived from the fee or charge shall not be used for any purpose other than 
that for which the fee or charge was imposed. 

(3) The amount of a fee or charge imposed upon any parcel or person as an incident of 
property ownership shall not exceed the proportional cost of the service attributable to the 
parcel. 

(4) No fee or charge may be imposed for a service unless that service is actually used by; 
or immediately available to, the owner of the property in question. Fees or charges based on 
potential orfuture use of a service are not permitted. Standby charges, whether characteri~ed 
as charges or assessments, shall be classified as assessments and shall not be imposed 
without compliance with Section 4. 

(5) Nofee or charge may be imposedfor general governmelllal services including, but not 
limited to, police, jire, ambulance or library services, where the service is available to the 
public at large in substantially the same manner as it is to propert)' owners. 
Reliance by an agency on any parcel map, including, but not limited to, an assessor's parcel 
map, may be considered a significant factor in determining whether a fee or charge is 
imposed as an incident of property ownership for purposes of this article. in any legal action 
contesting the validity of a fee or charge, the burden shall be on the agenc), to demonstrate 
compliance with this article. 

(c) Voter Approval for New or increased Fees and Charges. Except for fees or charges 
jar sewer, water, and refuse collection services, no property related fee or charge shall be 
imposed or increased unless and until that fee or charge is submitted and approved by a 
majority vote of the property owners of the property subject to the fee or charge or, at the 
option of the agency, by a two-thirds vote of the electorate residing in the affected area. The 
election shall be conducted not less than 45 days after the public hearing. An agency may 
adopt procedures similar to those jliT increases in assessments in the conduct of elections 
under this subdivision. 

(d) Beginning July I, i997, all fees or charges shall comply with this section. 

SECTION 5. LIBERAL CONSTRUCTION. The provisions of this act shall be 
liberally construed to effectuate its purposes of limiting local government revenue and 
enhancing taxpayer consent. 

SECTION 6. SEVERABILITY. If any provision of this act. or part thereof, is for any 
reason held to be invalid or unconstitutional, the remaining sections shall not be affected. but 
shall remain in full force and effect, and to this end the provisions of this act are severable. 
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Limitation of Government Appropriations­
Initiative Constitutional Amendment 

Official Title and Summary Prepared by the Attorney General 

LIMITATION OF GOVERNMENT APPROPRIATIONS. INITIATIVE CONSTITUTIONAL AMENDMENT. 
Establishes and defines annual appropriation limits on state and local governmental entities based on annual 
appropriations for prior fiscal year. Requires adjustments for changes in cost of living, population and other specified 
factors. Appropriation limits inay be established or temporarily changed by electorate. Requires revenues received in 
excess of appropriations permitted by this measure to be returned by revision of tax rates or fee schedules within two 
fiscal years next following year excess created. With exceptions, provides for reimbursement of local governments for 
new programs or higher level of services mandated by state. Financial impact: Indeterminable. Financial impact of this 
measure will depend upon future actions of state and local governments with regard to appropriations that are not 
subject to the limitations of this measure. 

Analysis by Legislative Analyst 

Background: 
The Constitution places no limitation on the amount 

which may be appropriated for expenditure by the 
state or local governments (including school districts), 
provided sufficient revenues are available to finance 
these expenditures. Nor does the Constitution limit the 
amount by which appropriations in one year may ex­
ceed appropriations in the prior year. 

Proposal: 
This ballot measure would amend the Constitution 

to: 
• Limit the growth in appropriations made by the 

state and individual local governments. Generally, 
the measure would limit the rate of growth in ap­
propriations to the percentage increase in the cost 
of living and the percentage increase in the state or 
local government's population. 

• Establish the general requirement that state and 
local governments return to the taxpayers moneys 
collected or on hand that exceed the amount appro­
priated for a given fiscal year. 

• Require the state to reimburse local governments 
for the cost of complying with "state mandates." 
"State mandates" are requirements imposed on lo­
cal governments by legislation or executive orders. 

The appropriation limits would become effective in 
the 1980-81 fiscal year, which begins on July 1, 1980, and 
ends on June 30, 1981. These limits would only apply to 
appropriations financed from the "proceeds of taxes," 
which the initiative defines as: 

16 

• All tax revenues (we are advised by Legislative 
Counsel that this would include those tax revenues 
carried over from prior years); 

• Any proceeds from the investment of tax revenues; 
and 

• Any revenues from a regulatory license fee, user 
charge or user fee that exceed the amount needed 
to cover the reasonable cost of providing the regula­
tion, product or service. 

The initiative would not restrict the growth in appro­
priations financed from other sources of revenue, in­
cluding federal funds, bond funds, traffic fines, user fees 
based on reasonable costs, and income from gifts. 

The appropriation limit for the state government in 
fiscal year 1980-81 would be equal to the sum qf all 
appropriations initially available for expenditure dur­
ing the period July 1, 1978-June 30, 1979, that were 
financed from the "proceeds of taxes," less amounts 
specifically excluded by the measure (discussed be­
low), with the remainder adjusted for changes in th( 
cost of living and population. The appropriations limit 
for each succeeding year would be equal to the limit for 
the prior year, adjusted for changes in the cost of living 
and population. Thus, even if the state appropriations in 
a given year were held below the level permitted by 
this ballot measure, the appropriation limit for the fol­
lowing year would not be any lower as a result. The 
limit would still be based on the limit for the prior year, 
and not on the actual level of appropriations for that 
year. 

The following types of appropriations would not be 
subject to the state limit: 

(1) State financial assistance to local governments­
that is, any state funds which are distributed to 
local governments other than funds provided to 
reimburse these governments for state man­
dates; 

(2) Payments to beneficiaries from retirement, disa­
bility insurance and unemployment insurance 
funds; 

(3) Payments for interest and redemption charges 
on state debt existing on January 1, 1979, or pay­
ments on voter-approved bonded debt incurred 
after that date; 

(4) Appropriations needed to pay the state's cost of 
complying with mandates imposed by federal 
laws and regulations or court orders. 

We estimate that the state appropriated approxi­
Continued on page 20 
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Text of Proposed Law 

This initiative measure proposes to add a new Article XIII 
B to the Constitution; therefore, new provisions proposed to 
be added are printed in italic type to indicate that they are 
new. 

PROPOSED ADDITION OF 
ARTICLE XIII B 

PROPOSED ARTICLE XIII B. CONSTITUTION 
GOVERNMENT SPENDING liMITATION 

SEC. 1. The total annual appropriations subject to limita­
tion of the state and of each local government shall not exceed 
the appropriations limit of such entity of government for the 
prior year adjusted for changes in the cost of living and popu­
lation except as otherwise provided in this Article. 

SEC. 2. Revenues received by any entity of government 
in excess of that amount which is appropriated by such entity 
in compliance with this Article during the fiscal year shall be 
returned by a revision of tax rates or fee schedules within the 
next two subsequent fiscal years. 

SEC. 3. The appropriations limit for any fiscal year pursu­
ant to Sec. 1 shall be adjusted as follows: 

(a) In the event that the financial responsibility of provid­
ing services is transferred, in whole or in part, whether by 
annexation, incorporation or otberwise, from one entity of 
government to another, then for the year in which such trans­
fer becomes effective the appropriabons limit of the trans­
feree entity shall be increased by such reasonable amount as 
the said entities shall inutually agree and the appropriations 

nit of the transferor entity shall be decreased by the same 
amount. 

(b) In the event that the financial responsibility of provid­
ing services is transferred, in whole or in part, from an entity 
of government to a private entity, or the financial source for 
the provision of services is transferred, in whole or in part, 
from other revenues of an entity of government, to regulatory 
licenses, user charges or user fees, then for tlle year of such 
transfer the appropnations limit of such entity of government 
shall be decreased accordingly. 

(c) In the event of an emergency, the appropriation limit 
may be exceeded provided that the appropriation limits in 
the following three years are reduced accordingly to prevent 
an aggregate increase in appropriations resulting from the 
emergency. 

SEC. 4. The appropnations limit imposed on any new or 
existing entity of government by this Article inay be estab­
lished or changed by the electors of such entity, subject to and 
in conrormity with constitutional and statutory voting re­
quirements. The duration of any such change shall be as de­
tennined by said electors, but shall in no event exceed four 
years from the most recent vote of said electors creating or 
conbilUing such change. 

SEC. 5. Each entity of government may establish such 
contingency, emergency, unemployment, reserve, rebre­
ment, sinking fund, trust, or similar funds as it shall deem 
reasonable and proper. Contributions to any such fund, to the 
extent that such contributions are derived from the proceeds 
of taxes, shall for purposes of this Article constitute appropria­
tions subject to limitation in the year of contribution. Neither 
withdrawals from any such fund, nor expenditures of (or au­
lhorizab'ons to expend) such withdrawals, nor transfers 
between or among such funds, shall for purposes of this Arti­
cle constitute appropriabons subject to limitation. 

SEC. 6. . Whenever the Legislature or any state agency 
mandates a new program or higher level of service on any 
local government, the state shall provide a subvention of 
funds to reimburse such local government for the costs of such 
program or increased level of service, except that the Legisla­
ture may, but need not, provide such subvention of funds for 
the following mandates: 

(a) Legislative mandates requested by the local agency 
afTected; 

(b) Legislation defining a new crime or changing an exist­
ing definibon of a crime; or 

(c) Legislative mandates enacted prior to January I, 1975, 
or executive orders or regulatIons initially implementing 
legislation enacted prior to January 1, 1975. 

SEC. 7. Nothing in this ArbCle shall be construed to impair 
t},e abI1ity of the state or of any local government to meet its 
obligations with respect to exisbng or future bonded Indebt­
edness. 

SEC. 8. As used In this Article and except as otherwise 
expressly provided herein: 

(a) "Appropriations subject to limitation" of the state shall 
mean any authorization to expend during a fiscal year the 
proceeds of taxes levied by or for the state, exclusive of state 
subventions for the use and operation of local government 
(other than subventions made pursuant to Section 6 of this 
Article) and further exclusive of refunds of taxes, benefit pay­
ments from rebrement, unemployment Insurance and disa-
bility insurance funds; . 

(b) "Appropriations subject to limitation" of an enb'ty of 
local government shall mean any authorization to expend 
during a fiscal year the proceeds of taxes levied by or for that 
entity and the proceeds of state subventions to that entity 
(other than subventions made pursuant to Section 6 of this 
Article) exclusive of refunds of taxes; 

(c) "Proceeds of taxes " shall include, but not be restricted 
to, all tax revenues and the proceeds to an entity of govern­
ment, from (i) regulatory licenses, user charges, and user fees 
to the extent that such proceeds exceed the costs reasonably 
borne by such entity in providing the regulation, product, or 
service, and (ii) the investment of tax revenues. With respect 
to any local government, "proceeds of taxes" shall include 
sub~'entions received from the state, other than pursuant to 
Section 6 of this Article, and, with respect to the state, pro­
ceeds of taxes shEdl exclude such subventions; 

(d) "Local government" shall mean any city, county, city 
and county, school district, special district, authority, or other 
polibcal subdivision of or within the state; 

(e) "Cost of living " shall mean the Consumer Price Index 
for the United States as reported by the United States Depart­
ment of Labor, or successor agency of the United States Gov­
ernment; provided, however, that for purposes of Section 1, 
the change in cost of living from the preceding year shall in 
no event exceed the change in California per capita personal 
income from said preceding year; 

(f) "Population" of any entity of government, other than 
a school district, shall be determined by a method prescribed 
by the Legislature, provided that such determination shall be 
revised, as necessary, to reflect the periodic census conducted 
by the United States Department of Commerce. or successor 
agency of the United States Government. The population of 
any school district shall be such school districts average daily 

Continued on page 22 
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Limitation of Government Appropriations­
Initiative Constitutional Amendment 

Arguments in Favor of Proposition 4 

The 'Spirit of 13' citizen-sponsored initiative provides permanent 
constitutional protection for taxpayers from excessive taxation. A 'yes' 
vote for Proposition 4 will preserve the gains made by Proposition 13. 

VERY SIMPLY, this measure: 
1) WILL limit state and local government spellding. 
2) WILL refund or credit excess taxc:: received by the state to the 

taxpayer. 
3) WILL curb excessive user fees imposed by local government. 
4) WILL eliminate government waste by forcing politicians to re­

think priorities while spending our tax money. 
5) WILL close loopholes government bureaucrats have devised to 

evade the intent of Proposition 13. 

ADDITIONALLY, this measure: 
1) WILL NOT allow the state government to force programs on 

local governments without the state paying for them. 
2) WILL NOT prevent the state and local governments from re­

sponding to emergencies whether natural or economic. 
3) WILL :'IJOT prevent state and local governments from provid­

ing essential services. 
4) WILL NOT allow politicians to ma!~e changes (in this law) 

without voter approval. 
5) WILL NOT favor one group of taxpayers over another. 

Proposition 4 is a well researched, carefully written citizen-spon­
sored initiative that is sponsored by the signatures of nearly one 
million Californians who know that the 'Spirit of 13' is the next logical 
step to Proposition 13. 

Your 'yes' vote will guarantee that excessive state tax surpluses will 
be returned to the taxpayer, not left in the State Treasury to fund 
useless and wasteful programs. 

This amendment is a reasonable and flexible way to provide disci­
pline in tax spending at the state and local levels and will not override 
the desires of individual communitics-a majority of voters may ad­
just the spending limits for local entities such as cities, counties, etc.-

it will force return of any additional taxation to voter control! To 
protect our government's credit rating on behalf of the taxpayers, the 
limit does not apply to user charges required to meet obligations to 
the holders of existing or future bonds regardless of voter approval. 

For California's sake, we sincerely urge a Yes vote on Proposibon 
4 to continue the Spirit of Proposition 13. 

PAUL GANN 
Coauthor, Proposition 13 

CAROL HALLETT 
Member of the Assembly, 29th Distnct 
Assembly ·Minority Leader 

No government should have an unrestricted right to spend the 
taxpayer's money. Government should be subject to fiscal discipline 
no less than the citizens it represents. 

Proposition 4 is a thoughtfully drafted spending limit. It will require 
state and local governments to limit their budgets yet provide for 
reasonable growth and meet emergencies. 

It will not require wholesale cuts in necessary services. Californians 
want quality education, health services, police and fire protection. 

Our citizens want to provide adequately for the elderly, the dis­
abled, the abandoned children. Such programs will not be impaired. 

Government must continue to be sensitive to human needs. A 
rational spending limit is not only consistent with that view, it is 
essential if government services are to be rendered effectively. 

Nothing hinders the prompt attention to real needs as surely as aD 
inefficient bureaucracy. 

We need lean, flexible, responsive government. We need sensible 
spending controls that will help eliminate waste without sacrificing 
truly useful programs. 

Proposition 4 offers that possibility. 

LEO T. McCARTHY 
Member of the Assembly, 18th District 
Speaker of the Assembly 

Rebuttal to Arguments in Favor of Proposition 4 

Don't be misled by promises! 
The proponents make Proposition 4 sound like a cure-all for every 

government ill. They make Proposition 4 seem like a magic wand that 
will transform government into an efficient machine perfectly re­
sponsive to the public will. What nonsense! 

Proposition 4 
• will NOT eliminate government waste: 
• will NOT eliminate user fees; 
• will NOT allow governments to respond to emergencies without 

severe penalty .. 

What about waste? Proposition 4 puts the power to decide how 
spending limits will be met right back into the hands of the very same 
officials who have yet to prove they know how to cut waste. They find 
it much easier to cut services than to cut fat! 

What about fees? The measure itself states that user fees, service 
charges and admission taxes can still be levied. (Check Sections 3(b) 
and 8(c)). 

What about emergencies? Every time an emergency occurs, future 
expenditures in other important areas will have to be cut back. It is 
irresponsible to pit everyday services (like police and fire protection) 

against the extraordinary needs of an emergency. 

Proposition 4 
• will NOT guarantee YOU a tax refund; 

'. • will NOT preserve needed services; 
• will NOT allow California to cope with the ravages of inflation 

and unemployment. 

Recession and inflation are ganging up on government and on 
taxpayers. Proposition 4 is too inflexible to assure adequate govern­
ment services for an uncertain future. 

VOTE NO ON PROPOSITION 4! 

JONATHAN C. LEWIS 
Executiye Director 
California Tax Reform Association 

SUSAN F. RICE 
President 
League of Women Voters of California 

JOHN F. HENNING 
Executiye Secretary- Treasurer 
California Labor Federation AFL-CIO 
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Limitation of Government Appropriations -
Initiative Constitutional Amendment 

Argument Against Proposition 4 

Proposition 4 DOES NOT guarantee that the "fat" will be cut from 
government. Proposition 4 IS NOT tax reform. Proposition '* is, 
instead, a rash measure that places a straitjacket on government at 
the very moment when Californians are faced with an uncertain 
economic future. 

Some of the state's largest businesses, financial institutions, utilities, 
agribusiness and real estate interests spent $537,000 putting 
Proposition 4 on the ballot. Doesn't it strike you as strange that these 
interests are backing a so-called "grassroots" initiative? 

All Californians are understandably concerned about rising taxes. 
We all want efficient government and a fair tax system. But who will 
really benefit from Proposition 4? Will it be you or the special 
interests backing this measure? 

Proposition 4 does not guarantee tax relief for the individual. There 
is no guarantee that any excess government revenues will necessarily 
be used to lower your taxes. Genuine tax reform means changing the 
tax system so everyone pays his or her fair share. 

During the past 20 years the burden of taxation has shifted from 
business and commercial interests to the individual taxpayer. The 
percentage of state and local taxes paid by business has dropped from 
57% to only 37%. This partially accounts for the increase in your tax 
bills. 

It is a myth to believe that Proposition 4 will streamline 
government. Nowhere in the proposal is there a requirement to cut 

unnecessary or wasteful government spending. The "fat" in 
government could go untouched while cuts are made in vital and 
important services. 

Passage of this measure could cripple economic growth in 
California. There will be no advantage for cities and counties to 
approve new commercial developments. Because of the spending 
limitation, revenues generated by new commercial development 
cannot be spent by local entities already at their spending limit. 
However, services must still be provided to new commercial and 
housing developments, which will result in a reduction in the level of 
services already provided to existing residents and businesses. 
Communities will be forcd to choose between creating new jobs and 
cutting services. 

Proposition 4 is smokescreen politics. That is why we ask you to join 
us in voting NO. 

JONATHAN C. LEWIS 
Executive Director 
California Tax Reform Association 

SUSAN F. RICE 
President 
League of Women Voters of California 

JOHN F. HENNING 
Executive Secretary-Treasurer 
California Labor Federation, AFL-CIO 

Rebuttal to Argument Against Proposition 4 

The arguments submitted by the groups opposing Proposition 4 
should come as no surprise-particularly to those of us who supported 
Proposition 13 last year. Scare tactics, distortion and a healthy smat­
tering of "buzzwords" are the same devices used time and again 
against the people whenever they decide it's time to offer a logical 
and reasonable solution. In this case, the people simply want to place 
a limit on government spending. 

If you are among the people who think government should not 
have the unrestricted right to spend taxpayers' money, you can recite 
these facts to your friends and neighbors. 

FACT: In the past 20 years, government spending increased 5 
times beyond the allowable limits of Proposition 4. 

FACT: Proposition 4 requires that surplus funds be returned to 
the taxpayers. 

FACT: Proposition 4 will force politicians to prioritize and 

economize just as households and small businesses do to make ends 
meet. 

FACT: Proposition 4 is supported by nearly one million voter 
signatures, the Democratic and Republican leaders of the State 
Assembly, state cochairperson Secretary of State March Fong Eu, 
the California Taxpayers' Association, the California Chamber of 
Commerce, the 83,000 family-farm member California Farm Bu­
reau, the 55,000 small business member Federation of Independent 
Business, local taxpayer associations, and scores of civic and com­
munity leaders concerned about the ever-increasing growth of 
government spending. 

Please join us in voting "Yes" on Proposition 4· to maintain the 
Spirit of 13. 

PAUL GANN 
Coauthor. Proposition 13 

'Arguments printed on this page are the opinions of the authors and have not been 
checked for accuracy by any official agency. 19 
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ANALYSIS OF PROPOSITION 4-Continued from page 16 

mately $7.9 billion from the "proceeds of taxes" in fiscal 
year 197&-79, after taking into account the exclusions 
listed above. This amount, referred to as "appropria­
tions subject to limitation," represents approximately 
40 percent of total General Fund and special fund ap­
propriations made for that fiscal year. The main reason 
why the state's appropriation limit covers less than half 
of the state's total expenditures is that a large propor­
tion of total state expenditures represents funds passed 
on to local governments for a variety of public purposes. 
Under this ballot measure, these funds would be subject 
to the limits on local, rather than state, appropriations. 

The appropriation limit for a local government in 
fiscal year 1980--81 would be equal to the sum of all 
appropriations initially available for expenditure dur­
ing the period of July 1, 197&-June 30, 1979, that were 
financed from the "proceeds of taxes," plus state finan­
cial assistance received in that year, less amounts specif­
ically excluded by the measure (discussed below). with 
the remainder adjusted for changes in the cost of living 
and population. The appropriations limit in each subse­
quent year would be equal to the limit for the prior 
year, adjusted for changes in the cost of living and popu­
lation. For each school district, "population" is defined 
in this measure as the district's average daily attend­
ance. 

The following types of appropriations would not be 
subject to the local limit: 

(1 ) 
(2) 

(3) 

(4) 

Refunds of taxes; 
Appropriations required for payment of local 
costs incurred as a result of state mandates. (The 
initiative requires the state to reimburse local 
governments for such costs, and the appropria­
tion of such funds would be subject to limitation 
at the state leveL); 
Payments for interest and redemption charges 
on debt existing on or before January 1, 1979, or 
payments on voter-approved bonded debt in­
curred after that date; 
Appropriations required to pay the local govern­
ment's cost of complying with mandates imposed 
by federal laws and regulations or court orders. 

Furthermore, any special district which was in exist­
ence on July 1, 1978, and which had a 1977-78 fiscal year 
property tax rate of 12~ cents per $100 of assessed value 
or less, would never be subject to a limit on appropria­
tions. Special districts which do not receive any funding 
from the "proceeds of taxes" would also be exempt 
from the limits. . 

Under the initiative, the limit on state or local gov­
ernment appropriations could be changed in one of 
four ways: 
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(1) An appropriation limit may be' changed tempo­
rarily if a majority of voters in the jurisdiction 
approve the change. Such a change could be 
made for one, two, three, or four years, but it 
could not be effective for more than four years 

unless a majority of the voters again voted tr 
change the limit. 

(2) In the event of an emergency, an appropriation 
limit may be exceeded for a single year by the 
governing body of a local government without 
voter approval. However, if the governing body 
provides for an emergency increase, the appro­
priation limits in the following three years would 
have to be reduced by an amount sufficient to 
recoup the excess appropriations. The initiative 
does not place any restrictions upon the types of 
circumstances which may be declared to consti­
tute an emergency. 

(3) If the financial responsibility for providing a pro­
gram or service is transferred from one entity of 
government to another government entity, the 
appropriation limits of both entities must be ad­
justedby a reasonable amount that is mutually 
agreed upon. Any increase in one entity's limit 
would have to be offset by an equal decrease in 
the other entity's limit. 

(4) If an entity of govermnent transfers the financial 
responsibility for providing a program or service 
from itself to a private entity, or the source of 
funds used to support an existing program or 
service is shifted from the "proceeds of taxes" to 
regulatory lice,lse fees, user charges or use fees, 
the entity's a, )propriation limit must be de­
creased accordingly. 

If, in any fiscal year, an entity of government were to 
receive or have on hand revenues in excess of the 
amount that it appropriates for that year, it would be 
required to return the excess to taxpayers within the 
next two fiscal years. The initiative specifies that these 
funds are to be returned by lowering tax rates or fee 
schedules. In addition, Legislative Counsel has advised 
us that direct refunds of taxes paid would also be per­
mitted under the measure. 

Because certain types of appropriations would not be 
directly subject to the limitations established by this 
ballot measure, it would be possible for the state or a 
local government with excess funds to spend these 
funds in the exempt categories rather than return the 
funds to the taxpayers. For example, the state could 
appropriate any excesS"revenues for additional financial 
assistance to local governments, because such assistance 
is excluded from the limit on state appropriations. 
(This, in turn, might result in the return of excess reve­
nues to local taxpayers if a local government were una­
ble to spend these funds within its limit.) Similarly, a 
local government with an unfunded liability in its 
retirement system could appropriate its excess reve­
nues to reduce the liability, as such an appropriation 
would be considered a payment toward a legal "indebt­
edness" under this ballot measure. 

Finally, the initiative would establish a requirement 
that the state provide funds to reimburse local agencies 
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r the cost of complying with state mandates. The ini­
tiative specifies that the Legislature need not provide 
such reimbursements for mandates enacted or adopted 
prior to January 1, 1975, but does not require explicitly 
that reimbursement be provided for mandates enacted 
or adopted after that date. Legislative Counsel advises 
us that under this measure the state would only be 
required to provide reimbursements for costs incurred 
as a result of mandates enacted or adopted after July 1, 
1980. 

Fiscal Impact: 
This proposition is primarily intended to limit the 

rate of growth in state and local spending by imposing 
a limit on certain categories of state and local appropria­
tions. As noted above, approximately 60 percent of cur­
rent state expenditures would be excluded from the 
limit on state appropriations, although nearly all of 
these expenditures would be subject to limitation at the 
local level. Also, some unknown percentage of local 
government expenditures would not be subject to the 
limits on either state or local appropriations. Thus, the 
fiscal impact of this ballot measure would depend on 
two factors: 

(1) What the rate 0f growth in state and local "ap­
propriations subject to limitation" would be, in 
the absence of this limitation; and 

(2) The extent to which any reductions in "appro­
priations subject to limitation" required by the 
measure are offset by increases in those appro­
priations not subject to limitation. 

Impact on State Government. During six of the past 
ten years, total state spending has increased more rap­
idly than the cost of living and population. Thus, it is 
likely that, had this measure been in effect during those 
years, it would have caused "appropriations subject to 
limitation" to be less than they actually were. 

It is not possible to predict with any accuracy the 
future rate of growth in state" appropriations subject to 
limitation." Thus it is not possible to estimate with any 
reliability what effect the measure, if approved, would 
have on such appropriations in the future. However, 
based on the best information now available Guly 
1979), we estimate that passage of the initiative would 
cause state "appropriations subject to limitation" in fis­
cal year 1~1 to be modestly lower than they proba­
bly would be if the initiative were not approved. This 
assumes that state reimbursement would only be re­
quired for state mandates enacted or adopted after July 
1, 1980. If the courts ruled that reimbursement was re-

quired for mandates enacted or adopted after January 
1, 1975, the impact of the measure on "appropriations 
subject to limitation" would be substantial. This is be­
cause the state would be required to provide significant 
reimbursements to local governments within this limi­
tation. We have no basis for predicting the impact ih 
subsequent years. 

Whether this would result in a reduction in total state 
spending would depend on whether the state decided 
to use the funds that could not be spent under the 
limitation for (1) additional financial assistance to local 
go\- ernments (or for some other category of appropria­
tions excluded from the limit), or (2) state tax relief. 
Thus, the effect of this ballot measure on state spending 
in 1980-81 could range from no change to a modest 
reduction. 

Impact on Local Governments. Existing data do not 
permit us to make reliable estimates of either the ap­
propriation limits that local governments would face in 
fiscal year 1980-81 if this ballot measur~ were approved, 
or what these governments would spend in that fiscal 
year if the initiative were not approved. Nonetheless, 
we estimate that those school districts experiencing sig­
nificant declines in enrollment would have to reduce 
"appropriations subject to limitation" significantly be­
low what these appropriations would be otherwise. We 
also estimate that most cities and counties, at least ini­
tially, would not be required to reduce the growth in 
these categories of appropriations by any significant 
amounts. However, some local governments, especially 
those with stable or declining populations, could be sub­
ject to more significant restrictions on their "appropria­
tions subject to limitation." 

Whether any reductions in "appropriations subject to 
limitation" caused by this measure would result in cor­
responding reductions in total local government ex­
penditures and a return of excess revenues to the 
taxpayers would depend on whether increased spend­
ing resulted in those categories not subject to limitation. 
We have no basis for estimating the actions of local 
governments in this regard. 

Conclusion. Thus, while a reduction in the rate of 
growth in state or local government expenditures may 
result from this ballot measure in fiscal year 1980-81, 
there may be instances in which no reduction in the 
rate of growth in an individual government's spending 
occurs. The impact of this measure in subsequent years 
cannot be estimated, although the measure could cause 
government spending to be significantly lower than it 
would be otherwise. 

21 
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TEXT OF PROPOSITION 3 

This amendment proposed by Senate Constitutional 
Amendment No. 60 (Statutes of 1978, Resolution Chapter 85) 
expressly adds a section to the Constitution; therefore, provi­
sions proposed to be added are printed in italic ("pe to indi­
cate that they are new. 

PROPOSED AMENDMENT TO 
ARTICLE XIII 

SEC 3.5. In any year in which the assessment ratio is 
- changed, the Legislature shall adjust the valuation of assessa­

ble property described in subdivisions (0), (p) and (q) of 
Section 3 of this article to maintain the same proportionate 
values of such property 

TEXT OF PROPOSITION 4-Continued from page 17 

attendance as determined by a method prescribed by the 
Legislature; 

(g) "Debt service" shall mean appropriations required to 
pay the cost ofinterest and redemption charges, including the 
funding of any reserve or sinking fund required in connection 
therewith, on indebtedness existing or legally authorized as of 
January 1, 1979 or on bonded indebtedness thereafter ap­
proved according to law by a vote of the electors of the issuing 
entity voting in an elech'on for such purpose. 

(h) The "appropriations limit" of each entity of govern­
ment for each fiscal year shall be that amount which total 
annual appropriations subject to limitation may not exceed 
under Section 1 and Section 3; provided, however, that the 
"appropriations limit" of each entity of government for fiscal 
year 1978-79 shall be the total of the appropriations subject to 
limitation of such entity for that fiscal year. For fiscal year 
1978-79, state subventions to local governments, exclusive of 
federal grants, shall be deemed to have been derived from ihe 
proceeds of st;Jte taxes. 

(i) Except as otherwise provided in Section 5, "appropria­
tions subject to limitation" shall not include local agency loan 
funds or indebtedness funds, investment (or authorizations to 
in vest) funds of the state, or of an entity of local government 
in accounts at banks or savings and loan associations or in 
liquid securities. 
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SEC 9. "Appropriations subject to limitation" for each en­
tity of government shall not include: 

(a) Debt service. 
(b) Appropriations required for purposes of complying 

with mandates of the courts or the federal government which, 
without discretion, require an expenditure for additional 
services or which unavoidably make the providing of existing 
services more costly 

(c) Appropriations of any special district which existed on 
January 1, 1978, and which did not as of the 1977-78 fiscalyear 
levy an ad valorem tax on property in excess of 12% cents pe 
$100 of assessed value; or the appropriations of any specia. 
district then existing or thereafter created by a vote of the 
people, which is totally funded by other than the proceeds of 
taxes. 

SEC 10. This Article shall be effective commencing with 
the first day of the fiscal year following its adoption. 

SEC 11. If any appropriation category shall be added to or 
removed from appropriations subject to limitation, pursuant 
to final judgment of any court of competent jurisdiction and 
any appeal therefrom, the appropriations limit shall be adjust­
ed accordingly. If any section, part, clause or phrase in this 
Article is for any reason held invalid or unconstitutional, 'the 
remaining portions of this Article shall not be afFected but 
shall remain in full force and effect. 
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