2 12-2013 GRAND JURY REPORT
Riv  ide County Water and Sanitation L _stricts

~ompensation and :ransparency

Background

In its oversight role, the 2012-2013 Riverside County Grand Jury had the
opportunity to inspect the operations of water and sanitation districts in Riverside
County. The Grand Jury is responsible to ensure that local government is
serving the best interests of County citizens. This report is an evaluation of the
districts regarding their transparency and compensation. During visits to many of
these districts, the Grand Jury discovered wide variations among the
compensation practices for boards of directors and general managers. These
special districts are independent government agencies generally run by an
elected board of directors who hire their general manager. These districts have
the same powers as counties and cities. They can sign contracts, employ
workers, and acquire real property through purchase or eminent domain.
Following constitutional limits, they can also issue bonds, impose special taxes,
2vy benefit assessments, and charge service fees. Like other governments,
special districts can sue and be sued. They also have corporate and tax powers.

These districts oversee a combined annual revenue of over $1.1 billion. Given
the recent excesses in local government, the potential for serious problems exist.
These districts dealing with water and/or sanitation are the focus of this report.

General managers of special districts conduct the day-to-day business and report
to the board of directors. The board of directors (usually five members) report to,
and are elected by, the voters within their special districts boundaries.

v 5 S| district as “any agency of the state for the local
performance of governmental or proprietary functions with limited boundaries.” A
special district is a separate local government that delivers a limited number of
public services to a geographically limited area. Special districts have four
distinguishing characteristics: they are a form of government, they have
governing boards, they provide services and facilities, and they have defined
boundaries. Special districts deliver highly diverse services. Most special
districts serve just a single purpose, others respond to a wide range of needs, as
in the case of a Community Service District (CSD), which can deliver up to 32
services. This report will focus only on those CSDs which provide water and/or
sewage disposal to customers within a CSD’s boundaries. There are two types
of special districts, enterprise versus non-enterprise. Enterprise districts deliver
services at are run like business enterprises; they charge for their customers’

ices, re np waterdistricts charge water rates to their customers. All of









clarify data - seek additional information. The Grand Jury is relying solely on
the districts for the accuracy and information provided.

In addition to the direct information supplied by the districts. the Grand Jury also
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23 water and sewer districts websites were evaluated to judge accessibility, the

type of the information provided to the public, as well as, to provide data for some

of the statistical analysis contained in this report.

The State of California Controller's website contains annual Local Government
Compensation Reports that include reported annual compensation paid by
special districts to employees, including most general managers and board
men ers. Currently, the data presented on the Controller's website is for the
calendar year of 2011 and thus may be at variance with values stated in this
report.

Quantifying compensation for a district's board of directors presented some
challenges. First, the basic compensation (stipend) for a director is dependent
upon the number of meetings attended by a given director, and considerat :
variation was observed. Further, different insurance health packages, when
offered, were selected by various directors leading to large spreads in insurance
costs on individual boards and many times amongst members of a single board.
The Grand Jury presentation of board member compensation was determined
using an averaging method. To accomplish this, the actual annual total district
expenditures for board of directors’ stipends, health insurance, and retirement
amounts were divided by the number of directors on the district’'s board, giving an
“‘average compensation” for directors of a district. Some directors were
compensated above this average value, some less, and some equally. While
some accuracy was diminished, the averaging method provided a valuable
benchmark for comparison.

Glossary of Terms:

“Compensation,” as used in this report, referred to base salaries, bonuses, and
stipends as reported by the districts. “Total compensation” included both taxable
and non-taxable income.

‘Retirement benefits,” as used in this study, included those amounts that the
employer was normally required to pay as the employer’s standard share of
pension contributions. However, if the employer was paying all or some of the

nount an  nploye would normally be expected to pay (the “employee’s
share”), and the district paid that amount, this was also included as additional
compensation to the employee in the calculations. In all cases, retirement
benefits included any type of defir 1 ber it retirement plan, reti nent health
accounts, or any other defer 1 compensation contributior the employer was
making on the employee’s behalf.



“‘Insurance” included any combination of the following: medical, dental, vision, life
and accidental death, short-term disability, long-term disability, and long term
care insurance. These numbers included only the cost paid by the district; they
ro St r if o
take casn In neu or iInsurance coverage, that dollar amount was capturea In the
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“Other compensation” included:

+ “Car allowance” ...ay be either an actual cash payment to tt employee or the
imputed value of using a district supplied vehicle. If the general manager
used a district vehicle for daily work, it was not included as car allowance.

* “Housing Allowance” may be either an actual cash payment to the employee
or the imputed value of the provided residence.

Focusing on the larger picture and major elements of compensation, the Grand
Jury did not quantify benefits for less expensive categories, such as cell phone
allowances. Likewise, job-related reimbursable expenses, such as conferences,
travel, and training, were excluded.

Board of Directors Compensation

Board of directors do not receive a salary, rather they are compensated for
attending meetings related to district business. These stipends are set by State
of California government statute and contain inflation escalation clauses. The
statute also limits the number of meetings for which a board member may collect
fees in any given month.

District Descriptions and Background

Table A contains demc --aphic data describir= each of the districts, with
particular emphasis on various measures of size. 1hese districts have an annual
combined total revenue of approximately $1.1 billion. The data in Table A was
acquired from a number of sources, the majority from the districts themselves,
financial reports, district contracts and direct contact, and their annual reports.
“‘Annual evenue” generally reflects the total income received from all sources by
each district for the most recently submitted financial fiscal statement. This can
differ from a district’s operating budget, which may exclude amounts for debt
servicing or  pital pro ts.












Elsinore Valley Municipal Water District (Water and Sewer)

Elsinore Valley Municipal Water District (EVMWD) was created in 1950, under
the Municipal Water District Act of 1911. The District currently has over 35,000
v ooy . . ST w n

of the Vvestern wiunicipal vvater uistrict, a member agency of the MWD. It
maintains the EVMWD’s 97 square-mile service area including the cities of Lake
Elsinore, Canyon Lake, Wildomar, Murrieta, and several unincorporated
communities. EVMWD currently has 310 miles of sewer pipeline. The pipelines
are angled and sloped to benefit from gravity flow conveyance and move the
wastewater to depths beneath ground surface. The District maintains a standby
charge program, which recognizes that along with current users, unimproved
property within the District's water and sewer service areas bear some financial
responsibility of maintaining and replacing the systems for their future use. In
July 2011, Elsinore Water District was dissolved and merged with the EVMWD.
As a condition of the dissolution, the EVMWD retained the right to place the
former District’s existing standby charges on the tax roll. These charges are
utilized by the District to pay for Capital Improvement Projects within the former
service area to help improve the water service to these customers.

Fern Valley Water District (Water only)

Located in Idyllwild, Fern Valley Water District (FVWD) was formed in 1958. The
raw water supply for the District comes from the nearby sources of Strawberry
Creek and Tahquitz Creek. The district serves a community of 900, reaching a
seasonal maximum population of 2,500 people with 1,178 connections.

High Valleys Water District (Water only)

High Valleys Water District (HVYWD) was developed to serve the residents of the
Twin Pines and Poppet Flats communities. Having no natural water resource,
HVWD pumps the water purchased from the City of Banning, 8 miles up the
mountain throt' =4 th C ‘ - in" th V '
40 miles of pipe, to deliver this resource to its approximately 200 customers.

The HVWD does not treat its water, as it is delivered already treated from its
source; however, the District performs monthly water sampling and system
testing through an outside laboratory, to ensure the safety and quality of the
water that is being delivered to its customers. Also, yearly backflow testing is
completed for those residents on well-systems, to further ensure that the water
source for HYW exce ling los anc










































Car allowances were not uncommon, but were not a benefit restricted to only the
larger, well-funded districts. Several smaller districts provided their general
managers with car allowances, yet a number of larger districts did not. However
often larger districts maintained a fleet of district vehicles, which a general
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as compensation.

Chart F shows the total general manager salary and benefit packages for each
district, ranked by the population data obtained from each district. The smallest
district, Chiriaco Summit Water District (CSWD), is at the top, and the most
populous district, Santa Ana Watershed Protection Agency (SAWPA) is at the
bottom. Generally, it appears district population bears no significant relationship
to salary and benefits paid to the general manager.






The General Manager of the Rubidoux Community _arvices o_istrict is the
highest compensated general manager of all districts studied. _onsidering the
size, both in moderate population, small geographical area, and a moc ate
budget, the level of compensation is notable.

If it could be said that there are anv fiscal standouts amona these districts. then
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County Water District (HGCWD). The frugality previously displayed in their

board of directors’ compensation continues with their general managers. The

general managers’ compensation are significantly less than other, smaller-

populated districts.

Some general managers’ compensation is quite substantial. For example,
Rubidoux Community Services District (RCSD) pays their general manager a
total compensation in excess of $390,000 per year. This manager supervises
120 employees, works with a budget of about $120 million, serves a population
of 23,000 and reports to a district board of directors. Alternately, the Riverside
County Executive Officer earns about $365,000 total compensation per year.
The County Executive Officer supervises over 22,500 employees, serves a
pt ulation of approximately 2,220,000, works with a budget of $4.4 billion and
reports to the County’s Board of Supervisors.

Two websites reviewed by the Grand Jury were Eastern Municipal Water District
and Coachella Valley Municipal Water District. The “Information Transparency”
and “Government Transparency” links on the district website provided access to
home pages their general manager's contract. At the time of this writing, the
following districts did not provide the general manager’s contract on the website.

* Beaumont-Cherry Valley Water District

+ Desert Water Agency

+ Elsinore Valley Municipal Water District

+ High Valleys Water District (under construction)
* ldyliwild V C rict

* Jurupa Community Services District

+ Lake Hemet Municipal Water District

* Lee Lake Water District

+ Mission Springs Water District

» Palo Verde Irrigation District

+ Pine Cove Water District

* Pinyon Pines County Water District

- F n  We District

* Rubidoux Community Services District

+ San Bernardino Valley Municipal Water District
+ San Gorgonio Pass Water Agency

+ Santa Ana Watershed Project Authority

+ Valley Sanitary District
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Findings

1.

West Valley Water District
Western Municipal Water District
Yucaipa Valley Water District

The Grand Jury, in its review of water and sanitation districts servicing
Riverside County, found that 15 out of 29 districts provided benefit
packages to some boards of directors. These packages may have
included such medical benefits as dental, vision and life insurance (See
Table C); in some cases retirement benefits were paid for by the districts.
Some of these insurance benefits were offered to the spouses and/or
families of board members. It must be noted that these benefits given to
the directors are voted on by the directors themselves. These are benefits
that are generally given to full-time employees of the districts.

State law established the amount of stipend a director may receive for
attending meetings; however, there are no regulations on the amount of
benefits a director may receive. This has resulted in some districts having
an average director total compensation in excess of $40,000 (See Table
C). The review of district financial data indicated these benefits were
added to the district’s direct operating cost and were ultimately passed on
to the rate payer as “cost of doing business.”

The California Public Records Act (CPRA) was passed in 1968, requiring
inspection and/or disclosure of governmental records to the public upon
request, unless exempted by law. The CPRA is currently codified as
California Government Codes §6250 through §6276.48. The legislature
enacted CPRA, and §6250 expressly declared that “access to information
concerning the conduct of the people’s business is a fundamental and
necessary right of every person in this state” and emphasized that
t I p) | to

promoted by the act.” By promoting prompt public access to government
records, the CPRA is “intended to safeguard the

accountability of government to the public.” (CBS v. Block, 42 Cal. 3d 646
n.5, 230 DalRptr.362, 725 P.2d370 (1986). This “prompt public”
accessibility to water and sanitation district public documents is achieved
through district websites.

Of the 29 water and sanitation districts studied, . districts had no website
available to their ratepayers:

. Cabazon County Water District (CCWD)

. Fern Valley Water District (FVWD)
. Chiriaco Summit Water District (CSWD)
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. Edgemont Community Services District ,.Z2SD)

. Home Gardens County Water District =~ "~ ™A™
. »me Gardens Sanitary District (HGS ..
wh' 11 'y S i |

public documents as guided by the California Public Records Act.

While some districts had created and maintained wet not all
websites remained current to reflect public meeting changes, updated
minutes and agendas, and updated financial reports and audits.

During the investigation, the Grand Jury utilized a number of sources to
acquire data. One very important source of public documents was the
best practice of providing websites which are operated by the 23 districts
themselves. There was a wide disparity in the availability of data, its ease
of finding, and the timeliness of the information. This did not necessarily
correlate with the size of the district. Some large, sophisticated districts
had limited online access to compensation and financial data, while some
smaller districts excelled. A keystone of improving public confidence in
local government operation is to make operating information easily
available and demonstrate nothing is hidden.

District websites were reviewed for inclusion of the following items of
transparency:

» Clearly labeled link or links on the website’s home page to all financial
and compensation information.

+ Compensation data for the board of directors and general manager
listing all types of compensation (salary and other benefits) in a clear,
understandable manner.

+ If the general manager had a contract, then a copy of the current
contract should be posted on the district’'s website.

T} ir at ' ' r - o © An
Financial Reports, and latest County auaits.

» Public meeting information, including dates, times, locations, agendas,
and minutes.

» Rate structure and rate history of water and sanitation services.

» Other public documents, including water quality reports.
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3. Some water and sanitary district boards of directors’ meetings are
conducted during the day rather than in the evening wt 1 working
ratepayers are able to attend. These included:

il nmit V I A

» Coachella Valley Water District (CVWD)

Desert Water Agency (DWA)

Eastern Municipal Wa  District . WD)

San Bernardino Valley Municipal Water District (SBVNWD)
Elsinore Valley Municipal Water District (EVMWD)
San Gorgonio Pass Water Agency (SGPWA)
Lake Hemet Municipal Water District (LHMWD)

» Valley Sanitary District (VSD)

* Mission Springs Water District (MSWD)

* Rubidoux Community Services District (RCSD)

+  West Valley Water District (WVWD)

* Lee Lake Water District (LLWD)

« Santa Ana Watershed Project Authority (SAWPA)

Recommendation One

Coachella Valley Water District (CVWD)

Desert Water Agency (DWA)

Eastern Municipal Water District (EMWD)

Elsinore Valley Municipal Water District (EVMWD)

Jurupa Community Services District (JCSD)

Lake Hemet Municipal Water District (LHMWD)

Mission Springs Water District (MSWD)

Rancho California Water District (RCWD)

San Bernardino Valley Municipal Water District (SBVMWD)

San Gorgonio Pass Water Agency (SGPWA)

Santa Ana Watershed Project Authority (SAWPA)
' r& ni ryD rict(VSD)

West Valley Water District (WVWD)

Western Municipal Water District (WMWD)

Yucaipa Valley Water District (YVWD)

1. Before raising any water and/or sewer rates, water and sanitation districts
providing insurance and/or retirement benefits to its directors shall reduce
or eliminate these full-time benefit packages for part-time directors.
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Rec - mmendation Two

Beaumont-Cherry Valley Water District (BCVWD)
Cabazon County Water District (CCWD)

nmitvV:- -~ " TR
Desert Water Agency (DWA)
—Jgemont community Services District (E _ 3D)
Elsinore Valley Municipal Water District (EVMWD)
Fern Valley Water District (FVYWD)
High Valleys Water District (HVWD)
Home Gardens County Water District (HGCWD)
Home Gardens Sanitary District (HGSD)
Idyllwild Water District (IWD)
Jurupa Community Services District (JCSD)
Lake Hemet Municipal Water District (LHMWD)
Lee Lake Water District (LLWD)
Mission Springs Water District (MSWD)
Palo Verde Irrigation District (PVID)
Pine Cove Water District (PCWD)
Pinyon Pines County Water District (PPCWD)
Rancho California Water District (RCWD)
Rubidoux Community Services District (RCSD)
San Bernardino Valley Municipal Water District (SBVMWD)
San Gorgonio Pass Water Agency (SGPWA)
Santa Ana Watershed Project Authority (SAWPA)
Valley Sanitary District (VSD)
West Valley Water District (WVWD)
Western Municipal Water District (WMWD)
Yucaipa Valley Water District (YVWD)

2. Each water and sanitary district shall provide a district website to provide
c " opu 7 de i 1 oincludit finar 7« atractual,”  © stary and
compensation information for boara of directors and general managers.
These documents shall include benefits paid by the district on behalf of
board members and general managers, and include the general managers
contract. The districts shall maintain and update agendas, minutes, and
financial reports as issued.
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Recommendation Three

Chiriaco Summit Water District (CSWD)

\lley Water District (CVWD)
o r N

Eastern Municipai vvater District (EMWD)

1 E

1 Val s Mu cipalWater "'str | 3VNW.o;

Elsinore Valley Municipal Water District (EVMWD)
San Gorgonio Pass Water Agency (SGPWA)

Lake Hemet Municipal Water District (LHMWD)
Valley Sanitary District (VSD)

Mission Springs Water District (MSWD)

Rubidoux Community Services District (RCSD)
West Valley Water District (WVWD)

Lee Lake Water District (LLWD)

Santa Ana Watershed Project Authority (SAWPA)

3. Water and sanitation district Boards of Directors shall conduct board
meetings after 6 pm to ensure maximum participation by ratepayers, and
generate maximum public attendance:

Report Issued: 6/28/13
Report Public:  7/03/13
Response Due: 9/26/13

Chiriaco Summit Water District (CSWD)
Coachella Valley Water District (CVWD)

Desert Water Agency (DWA)

Eastern Municipal Water District (EMWD)

San Bernardino Valley Municipal Water District (SBVNWD)
Elsinore Valley Municipal Water District (EVMWD)
San Gorgonio Pass Water Agency (SGPWA)
Lake Hemet Municipal Water District (LHMWD)
Valley Sanitary District (VSD)

Mission Springs Water District (MSWD)

Rubidoux Community Services District (RCSD)
Wt T (WY

Lee Lake vvater District (LLWD)

Santa Ana Watershed Project Authority (SAWPA)
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