CRESCENTA VALLEY WATER DISTRICT
BOARD OF DIRECTORS - STAFF REPORT

To: Honorable President and Members of the Board of Directors June 11, 2019
From: Ron L. Mitchell, Secretary-Treasurer

Subject: Proposition 218 Protest Letters

DISCUSSION:

Staff has reviewed all Proposition 218 Protest Letters received to date and have determined that 94 letters
meet all the requirements of Proposition 218 to be considered formal protests. The criteria are that they
are signed by either the tenant or owner of the property, only one protest letter per address is allowed,
the property address is shown on the letter, and the address is serviced by the District.

The District received by email an additional 279 protests, but they are not counted as they do not meet
one or more of the criteria listed above. Also, a number of the 279 emails received have since re-
submitted their protest in the correct fashion and are included in the 94 official letters mentioned above.

Prepared by:

Ron L. Mitchell
Secretary-Treasurer























































































































































































































































































RECEIVED

JUN 0F 2019

CRESCENTA VALLEY
WATER DISTRICT

June 6, 2019

Crescent Valley Water District
2700 Foothill Bivd.
La Crescenta, CA. 91214

Attn: CVWD District and Board of Directors
Subject: Letter of Protest

Ref: Crescenta Valley Water District 2019/2020 Proposed Rate Increase

Dear District and Board Members,

Regarding the 2019/2020 Proposed Water Rate and Wastewater Rate increase, | would like to
submit my written protest to the proposed rate increases.

With the proposed water rate increase it will be the 16th connective year our water rates have
increased. The average annual increase over the 16 years has been more than 6% per year.
Additionally, we have seen the water meter charges increase 122% since 2009. We have seen
similar increases on our wastewater rates as well as the newest “Usage Rate” tied to water
used. The new norm seems to be the District will increase our rates on a yearly basis to meet
their wants.

Additionally, we continue to see the District’s rate increase breakdown based on 17 units of wa-
ter. The actual cost to customers can be substantially higher if they are using more than 17
units. | have asked the District to provide several different scenarios or a template to provide
customers transparency of the “realistic” rate increase at different usage levels. | would like to
direct the District and Board to the Rate Study dated July 20, 2016 page 51 figure 6.1 which
showed this transparency of rates at different tiers. The District has refused this request for bet-
ter transparency.

Regarding the consumption of water, we have seen the District impose tier rate pricing. Table 1
clearly illustrates the rate increases are clearly targeting higher water users. It is my understand-
ing that the price of water charged should be proportional to the cost of service for that specific
tier. | find it puzzling that the cost to deliver water in tier 3 is 138% more for the cost of water in
Tier 1. 1 would like to request the data that correlates the Districts tiered prices with the actual
cost in those tiered levels. Table 1 below illustrates the huge inequities in what customers are
charged in the different rate tiers between 2010 and the rate increase for 2019/2020 .












June 6,2019 This letter re: proposed rate increases supersedes the letter dated 5/21/2019

RECEIVED
To: Crescenta Valley Water District
CC: Tom Bunn JUN -72019
From: Marilyn Imura (Tyler) M «lqg— {ive~ IS4 CRESCENTA VALLEY
3139 Brookhill St., La Crescenta CA WATER DISTRICT

Subject: CVWD Proposed Water and Sewer Rate Increases - Letter of Concern (3 pages)

Although CVWD and I have not seen eye to eye on every issue, I have valued my interactions with
board members and staff, especially board member Judy Tejeda (whom I met when CVWD attempted
to allow the construction of a 70-ft tall ATT cell tower only 50 feet from my property boundary), office
staff, and district engineer David Gould and his team whom I met on various renovation projects
affecting my section of Brookhill Street. Everyone I have met cares about their work and about
performing it to a high standard. Everyone I have met has patiently answered questions in a
professional yet friendly way. Your excellent website is an example of the effort you make to keep the
community informed. Your April flyer is also an informative overview of the challenges and
responsibilities faced by CVWD. However the flyer falls short with respect to the proposed water and
sewer rate increases, as described below.

I want to share my concerns about the proposed water and sewer rate increases, which I first found out
about via the April flyer I received in the mail. My first thoughts were, Why are the rates going up?
Didn't they just go up last year? How can I verify that the new rates are reasonable? I familiarized
myself with Proposition 218 and then noticed your flyer mentioned a cost of service study. I assumed
that the cost of service study would answer my questions.

But upon further research I discovered the CVWD flyer was perhaps intentionally misleading. It states,
"As a public agency, CVWD cannot earn a profit from the services it provides and must charge no more
than the costs associated with providing services to its customers. The District conducts a 'cost-of-
service' study every five years, and CVWD commissioned a nationally leading consultant for a detailed
and independent analysis."

A reasonable person (I use myself) would assume that the above statements mean:

CVWD Statement #1: "CVWD...must charge no more than the costs associated with providing services
to its customers."

Inference #1: It is impossible for CVWD to charge rates higher than the costs of service. (So rest
assured, the rates are fair.)

Why this inference is suggested but FALSE: as I understand it, water districts have the power to charge
whatever rates they want to. The requirement to correspond to cost of service only comes into play
when the rates are challenged by irate consumers in court---if the water district can show via
administrative record that the rates correspond to cost of service and the other requirements of
Proposition 218, the water district wins. If they can't, they lose. For example, CTA v. City of San Juan
Capistrano.

CVWD Statement #2: "The district conducts a 'cost-of-service' study every five years, and CVWD
commissioned a nationally leading consultant for a detailed and independent analysis."



Inference #2: CVWD is currently abiding by the recommendations given in the cost of service study.
(So rest assured, a third party---Raftelis Consultants, Inc.---is looking over CVWD's shoulders and
keeping them honest.)

Why this inference is suggested but FALSE: Raftelis delivered the cost of service final report on July
20, 2016, with recommendations for water and sewer rates for July 2016, July 2017, July 2018, July
2019 and July 2020. CVWD followed the proposed water and sewer rates for July 2016 (FY 2017)
only. CVWD chose to go their own way in July 2017, exceeding the rates proposed by Raftelis, and
changing an underlying assumption in the Raftelis report (CVWD increased the revenue recovery rate
for bi-monthy service charges from 25% of revenue to 26-27% or above---I couldn't discover the exact
percentage.) This information, that CVWD has chosen to diverge from the cost of service study, is not
noted on the CVWD flyer or website. I only learned about it by chance in conversation.

Conclusion: When I read what I later discover to be perhaps intentionally misleading statements, about
such an important issue as the nexus between cost of service and rates, I ask myself "Why did CVWD
write these misleading statements? Why did they rave about the cost of service study and then neglect
to mention that they were not following its recommendations and were changing one of its
assumptions?" My distrust increases, and I am led to oppose the proposed water and sewage fee
increases.

Suggestions for the future:

1. Adopt a cost of service study in it's entirety, i.e., follow it's recommendations. The cost of service
study can be both CVWD's shield and bridge of communication to the community. The study provides
the necessary detail to educate the community as to how rates are arrived at, and provides a common
basis for questions to be asked if CVWD exceeds the recommended rates in a given year. CVWD must
be transparent in informing the community when it deviates from the cost of service study, and provide
reasons for the deviation. Also, the fact that the study is performed by an independent third party can
inspire confidence in the community that the cost of service study and thus the resulting rate structure is
valid and fair.

2. Proposition 218 requires that a reason be given for each increased fee. There is disagreement about
what constitutes a "reason." But I agree with "Proposition 218 - Local Agency Guidelines for
Compliance 2007 Update" by the Association of California Water Agencies, which states on page 20:
"For instance, the reason for a rate increase could include an increase in the cost of water from the
wholesaler, increased treatment costs due to stricter quality standards, increased personnel costs, or
general increases in the cost of operating a water system. The explanation of the reasons for the
increase in the notice will necessarily be less detailed, but the agency nevertheless must have detailed
data to support the amount of the increase, including actual cost data and water sales projections, prior to
the hearing on the increase. Data that was not before the governing body at the time the fee or charge
was adopted or increased cannot be used later to defend the amount of the increase against a challenge
that the fee or charge exceeds the reasonable cost of providing the service. (Beaumont Investors v.
Beaumont-Cherry Valley Water District (1985) 165 Cal. App.3d 227.)"

Is CVWD abiding by this ACWA guideline, i.e.: "... The explanation of the reasons for the increase in
the notice will necessarily be less detailed, but the agency nevertheless must have detailed data to
support the amount of the increase, including actual cost data and water sales projections, prior to the
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