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April 30, 2018

Ms. Heather Halsey

Executive Director

Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

Response to Test Claim 17-TC-02, Central Basin Municipal Water District
Dear Ms. Halsey:

The Department of Finance has reviewed the test claim submitted to the Commission on State
Mandates (Commission) by the Central Basin Municipal Water District (District) that alleges
reimbursable, state-mandated costs associated with Chapter 401, Statues of 2016 (AB 1794).
The district appears to be formed via a discretionary petition process, an initial basis for
deeming the claimant ineligible for mandate reimbursement.

The District was audited by the California State Auditor (Auditor) in 2015. In its audit report, the
Auditor said of the District’s board of directors that “the board’s poor leadership and decision
making significantly impeded the district’s ability to effectively and efficiently perform its
necessary functions...” The Auditor also stated “...the Legislature should pass special
legislation to preserve the district as an independent entity but modify the district's governance
structure.”

Policymakers enacted AB 1794 in response to the audit report. AB 1794 expanded the District’s
board of directors from five to eight members on January 1, 2017, with the three new members
appointed by the water purveyors served by the District. The board of directors will be reduced
to seven members on November 8, 2022, when one of the five elected positions is eliminated.

The District asserts it incurred $217,948.07 in reimbursable costs to implement AB 1794. The
costs fall into the following general categories:

Expanding the board room dais to accommodate three additional board members.

Project management to oversee building improvements.

Executive leadership to conduct the appointment of three additional board members.

Legal support related to implementing AB 1794.

Convening meetings with water purveyors related to appointment of the three additional

board members.

+ District staff time and expenses related to conducting appointment of the three additional
board members.

¢ Travel, administrative, and office expenses related to three additional board members.

Before reviewing the test claim in detail, we note the District is ineligible to file a test claim. The
Commission should therefore deny the test claim.



State Controller's Office reports, Los Angeles County Auditor-Controller reports, and the
District’s own budget all show the District receives no tax revenue. The District’s budget is
financed entirely by water service fees and various other non-tax revenues. There is no
evidence the district received or used proceeds of taxes to pay for the alleged mandated
activities.

The State Constitution requires the state to reimburse certain costs it imposes on local agencies
because Article XIII B, section 6, limits the ability of local agencies to increase taxes and to
expend tax proceeds. Local agencies that are funded entirely by fees and other non-tax
revenue are ineligible to be reimbursed for state-mandated costs. There is no evidence the
district is subject to the taxing and spending limitations of Article Xl B, section 6.

Furthermore, even if the District were an eligible claimant, the activities it allegedly performed
pursuant to AB 1794 do not qualify for reimbursement. .

For the costs associated with a statute to be state-reimbursable, the statute must either create a
new program unique to government in which local agencies are compelled to participate, or
must require local agencies to provide a higher level of service via a new or an existing program
(San Diego Unified School District v. Commission on State Mandates (2004) 33 Cal. 4™ 859,
878). In City of Richmond v. Commission on State Mandates (1998) 64 Cal. App. 4" 1190, the
court stated that “(a) higher cost to the local government for compensating its employees is not
the same as a higher cost of providing services to the public (emphasis added).” This supports
the contention that, to be state-reimbursable, the higher level of service in question must be
associated with a service provided to the public.

By the District’'s own acknowledgement, the activities it claims to have performed in relation to
AB 1794 are not a state-reimbursable program. On page 11 of the written narrative that
accompanies the test claim, the District states in paragraph (F) that “(i)mplementation 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 {(emphasis added).”

We agree with the District that AB 1794 does not require it to provide a higher level of service to
the public (in this case, the customers) via a new or an existing program.

Expanding on the above point, increasing the board of directors’ membership does not
represent a new program. The board of directors is an existing entity to which AB 1794 added
three members. Nor, as the District acknowledges, does adding three new members represent
the provision of a higher level of service to the public via a new or an existing program.

We also note the activities the District allegedly performed are not required by a plain reading of
the statute. AB 1794 adds three members to the board of directors, establishes eligibility criteria
for the new members, states who shall appoint the new members, and specifies the
reimbursement, compensation, and benefits for which the new members are eligible. However,
the District allegedly undertook a host of activities that are clearly not required by AB 1794, and
for which it now seeks reimbursement. These include, but are not limited to:

e $25,363 to expand the board room dais to accommodate three new members.
e $3,100 to upgrade and restripe the parking lot to add three new parking spaces.
e $3,785 to “refinish entire Board Room Dais to accommodate continuity and functionality.”



e $6,760.50 for audio visual updates and structural improvements, including adding
marble to the board member dais and installing braces to keep the dais from sagging.

o $1,623.23 for “lunch meetings between the District and water purveyors regarding the

implementation of AB 1794 and the process...for...nominations...of additional board

members.”

$1,175.00 for “director’s registration and dues.”

$750.05 for “director’'s housing and accommodations.”

$211.68 to photograph and create picture prints of the new board members.

$411.53 to provide meals at the installation ceremony for the new board members.

$73.76 for director’s meals.

$26,344.08 for the District General Manager to plan, direct, coordinate, and monitor the

implementation of AB 1794.

o $32,835 for “legal support to assist the staff in facilitating and conducting the election.”
However, AB 1794 only requires the District General Manager to provide water
purveyors with a 60-day period to submit nominations for the three new board members
(Water Code section 71267 (a)), and to collect the water purveyors’ votes and report the
results (Water Code section 71267 (c) (3)).

+ $101,688.50 for the District to defend against two legal chalienges that sought to prevent
the implementation of AB 1794. The statute imposes no affirmative duty on the District
to perform these tasks.

In summary, the District is not an eligible test claimant, and the Commission should reject the
test claim on that basis alone. Furthermore, AB 1794 does not require the District to provide a
new program or a higher level of service to the public. Finally, the costs the District allegedly
incurred are for activities not required by a plain reading of the statute.

Sincerely,
ERIKA LI
Program Budget Manager



DECLARATION OF SERVICE BY EMAIL

I, the undersigned, declare as follows:

[ am a resident of the County of Sacramento and I am over the age of 18 years, and not a party to

the within action. My place of employment is 980 Ninth Street, Suite 300, Sacramento,
California 95814.

On April 27, 2018, I served the:

e Department of Finance’s (Finance’s) Comments on the Test Claim filed
April 27,2018

Central Basin Municipal Water District Governance Reform, 17-TC-02
Statutes 2016, Chapter 401 (AB 1794)
Central Basin Municipal Water District, Claimant

By making it available on the Commission’s website and providing notice of how to locate it to
the email addresses provided on the attached mailing list.

I declare under penalty of perjury under the laws of the State of California that the foregoing is
true and correct, and that this declaration was executed on April 27, 2018 at Sacramento,
California.

%@w’//&)gﬁ

L'ofenzo Duran

Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

(916) 323-3562
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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

Ibaysinger@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, Burcau 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

https://csm.ca.gov/csmint/cats/print_mailing_list_from_claim.php 1/5
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Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-0706
gearlos@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 T 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

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

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

https://csm.ca.gov/csmint/cats/print_mailing_list_from_claim.php
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Local Government Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 445-3274
Steven.Pavlov@dof.ca.gov

Jai Prasad, County of San Bernardino

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
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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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