
MINUTES OF THE SPECIAL BOARD MEETING WORKSHOP 

BOARD OF DIRE~TORS 
INDIAN WELLS VALLEY WATER DISTRICT 

January 22, 2016 

The Special Meeting Workshop of the Board of Directors of the Indian CALL TO ORDER 
Wells Valley Water District was called to order by President 
Cortichiato at 9:02 a.m. in the Board of Directors Hearing Room, 500 
West Ridgecrest Boulevard, Ridgecrest, California. 

The Pledge of Allegiance was led by Public Sophia Merk . 

DIRECTORS PRESENT: 

DIRECTORS ABSENT: 

ALSO PRESENT: 

President Donald J. Cortichiato 
Vice-President Peter E. Brown 
Director Charles F. Cordell 
Director Leroy H. Corlett 
Director Charles D. Griffin 

None. 

Jim Worth, Attorney; 
Chuck Krieger, Consulting Engineer; 
Don Zdeba, General Manager; 
Jason Lillian, Operations Superintendent; 
Jennifer Keep, Chief Financial Officer; 
Renee Morquecho, Chief Engineer; 
Rose Koch, Recording Secretary 

AGENDA DECLARATION 

Recording Secretary, Rose Koch, reported that the agenda for today's 
Special Board Meeting Workshop was posted on Friday, January 15, 2016. 

CONFLICT OF INTEREST DECLARATION 

None. 

PUBLIC QUESTIONS AND COMMENTS 

Judie Decker, 625 W. Ward, Ridgecrest, commented on the Board of 
Directors planning for the long-time future and water management in 
the Valley. Ms. Decker also commented on Director Griffin giving a 
presentation on information he received at the Groundwater 
Sustainability Act (GSA) Conference. 
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Vice-President Brown reminded the Board of Directors of their DIRECTOR 
responsibilities as stated in Section 2. 4. 5 Other Responsibilities - RESPONSIBILITIES 
... the Board of Directors should consider themselves responsible for 
representing the interests of the entire citizenry of the District, 
and should confine their District-related endeavors to those areas 
specified in the applicable laws governing the District. 

Vice-President Brown is concerned that the Board is not a team when a 
board member goes on the television and/or radio and opposes other 
board members actions. The Board of Directors should work together 
and move forward. 

Director Griffin explained that it is his opinion that the District is 
not enforcing true conservation when construction meter rates are less 
than customer tier rates. 

President Cortichiato recommended that the Board of Directors deal 
with the facts and that opinions should support such facts. 

President Cortichiato commented that the Board of Directors had DISTRICT STAFF 
previously acknowledged that staff was overloaded due to current and WORKLOAD 
future projects and State conservation mandates. Staff has an 
extremely heavy workload. He asked the Board of Directors to hold 
back any additional work on staff unless critical to the District. 

After discussion, the Board agreed by consensus to bring any 
additional work to the committee level first before bringing to the 
Board for staff direction. 

Jennifer Keep presented the District's net position and how it is FINANCIAL 
used, financial goals for budget development and reviewed the current REVIEW 
financial position. 

The Indian Wells Valley Water District has established five financial 
goals designed to promote both short-term and long-term fiscal 
solvency. They are: 

1. Positive cash flow. 
2. Meet debt service requirements. 
3. Balance the budget so revenues exceed expenses including 

depreciation expense. 
4. Maintain adequate and appropriate reserves: 

a. Emergency reserve (6 months operating expenses). 
b. Capital improvements/replacement reserve (minimum of $2 

million) . 
c. Computer replacement reserve (capped at $100,000). 
d. Vehicle replacement reserve (capped at $350,000.) 
e. Future source of supply reserve (project costs expected to 

exceed $10 million.) 
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5 . Reduce existing debt and pay for projects without incurring new 
debt 

a . The current solar project requires acquiring $8,000,000 in 
new debt, but analysis shows the purchased power savings 
should cover most of the annual debt obligation in the 
first few years and then it will cover more than the 
annual debt obligation. 

The District maintains a 10-year capital improvement/replacement plan 
that is reviewed and updated by Management regularly. The benefit of 
this plan is to ensure reserves are available to pay for these 
projects without incurring new debt or at least keep it to a minimum. 

The 2015-2016 budget was revised at the December 11, 2015 Regular 
Board Meeting. Budgeted revenues were decreased to $10, 037, 600 and 
budgeted expenses were decreased to $10, 023, 300 for a net income of 
$14,300. As of December 2015, total revenues are ~$5,600,000, which 
is 56% of budgeted revenues. Usually by the end of December, 56% of 
revenues are collected, so revenues are on track. 

As of December 2015, year to date expenses are ~$4,950,000, which is 
4 9% of budgeted expenses. By the end of December, the District has 
usually spent about 50% of its total annual expense, so expenses are 
on track. 

In conclusion, the District is currently in a stable financial 
position. Revenues exceed expenses, net cash flow is expected to be 
down just over $700,000, existing debt is being reduced, plans are in 
place to avoid incurring additional debt for at least a few years, and 
required reserves are established. 

Board Recommendation: Add to the Finance Committee Meeting Agenda to 
discuss and plan for a reserve fund for potential GSA fees next fiscal 
year. 

Since Ordinance 96 was approved in March 2015, there have been COST OF 
continued Cammi ttee and Board discussions about their effectiveness SERVICE STUDY 
toward achieving the District's conservation target, and the financial 
impact the rates have on certain types of customers. This agenda item 
was added to the workshop to discuss concerns that the construction 
meter rates are not designed to promote conservation since they are a 
lower cost per unit compared to residential/commercial/public rates. 
Other items for discussion very recently added are whether or not the 
current tiered structure is the best way to achieve the District's 
conservation targets. In addition to these specific items for 
discussion, members of the public continue to comment to Customer 
Service and other staff that they do not understand the ready-to-serve 
charge, arsenic charge and the low usage rates. Customers have also 
requested the rates be increased to promote conservation while others 
have requested the rates be lowered to accommodate retirement or other 
low income customers. 

At this point in time, staff feels the most prudent course of action 
is to have all the issues laid out on the table and then respectfully 
requested the Board allow staff the opportunity to review each item 
and explore options for moving forward including the possibility of 
conducting an early rate study to better promote conservation while 
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still meeting the District's mission and goals. This could include 
designing a more uniform usage rate structure, setting seasonal rate 
options or water budgeting, and establishing measures to implement a 
drought surcharge if the need arises. During this phase, staff would 
like to consult with Bartle Wells, and verify whether or not the 
District's 36% conservation target is expected to be upheld in the 
coming months. 

With that being said, rates are scheduled to be increased effective 
February 1, 2016 according to Ordinance 96 and staff recorrunends the 
Board consider postponing this increase until options are presented. 
Furthermore, the rate structure included in Ordinance 96 includes 
another increase scheduled on February 1, 2017. After that date, 
another cost of service study would be conducted. Staff recorrunends 
the Board consider the possibility of conducting this study early if 
after the opportunity to reevaluate recent concerns shows it would be 
prudent. 

The Board discussed postponing the increase on February 1st so that 
staff can review the concerns. 

Board Recorrunendation : Schedule a Special Board Meeting on Tuesday, 
January 26th at 10: 00 a .m. to consider postponing the rate increase 
scheduled for February 1st so that staff can make recorrunendations 
addressing the concerns and possibly scheduling an early Cost of 
Service Study. 

On November 13, 2015, Governor Brown issued Executive Order B-36-15 CONSERVATION 
calling for an extension of urban water use restrictions until October PROGRAM 
31, 2016, should drought conditions persist. This executive order 
directs the State Water Resources Control Board (SWRCB) to consider 
modifying the restrictions on water use and incorporate insights 
gained from the existing restrictions. 

One of the proposed changes include, but are not limited to, credits 
and adjustments to urban water suppliers' conservation standards that 
consider the differences in climate affecting different parts of the 
State; growth experienced by urban areas; and significant investments 
that have been made by some suppliers toward creating new, local, 
drought-resilient sources of potable water supply. According to the 
Fact Sheet (included in the Board Packet) the proposed change includes 
for water suppliers in warmer climate be granted a reduced 
conservation standard based on their service area evapotranspiration 
(ET) relative to statewide average ET. The adjustment would be 
calculated by multiplying the deviation from average ET by the water 
supplier's conservation standard and would range from a 0-15 
percentage point decrease to suppliers existing conservation 
requirement. The SWRCB staff proposal is to incorporate a climate 
adjustment that reduces the conservation requirement by up to 4 
percentage points for water suppliers located in the warmest regions 
of the State. Result for the District would be a reduction from 3 6% 
to 32% at best. 

Staff has written a brief letter to the SWRCB supporting the proposal 
at 0-15 percentage point decrease to suppliers existing conservation 
requirement. 
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The Board of Directors discussed the California Water Boards 
Sheet and the repercussion on District customers complying 
District ordinances due to State mandates. 

Fact 
with 

Board Recommendation: Distribute information encouraging customers to 
continue to water their trees and how to properly water trees during 
the drought. Director Corlett would like more staff time spent on 
enforcement of water restrictions. 

At the January 11th, 2016 Regular Board Meeting, the Board of Directors SUSTAINABLE 
reached a consensus regarding membership on the Groundwater GROUNDWATER 
Sustainability Agencies (GSA) : MANAGEMENT 

~ Formation of the GSA through a Joint Powers Agreement (JPA) . 
~ Membership include major water users in the Valley. 
~ Funding with Administration and operations fees. 
~ In agreement with the General Principles for Developing 

Groundwater Sustainability Agency Governance Options and Seeking 
Consensus in Making Decisions. 

Jim Worth reported that there was a subsequent teleconference of Kern 
County public agencies. Discussion included whether or not the GSA 
should be limited to public agencies or should others be allowed as a 
voting member, or as part of an advisory or technical committee. This 
discussion did not occur at the District's January 11th, 2016 Regular 
Board Meeting. 

Don Zdeba informed the Board that the District has not initiated a 
formal resolution for the GSA. 

A lengthy discussion was had on the pros and cons of for-profit mutual 
water companies that are large water purveyors having a seat on the 
GSA. The question is whether or not a non-public agency should have a 
vote on how the GSA is run. Also present and commenting during the 
discussion were Meadowbrook Dairy Mutual Water Company's Attorney 
Derek Hoffman, Mojave Pistachio Representative Joshua Nugent, and City 
of Ridgecrest Mayor Peggy Breeden. 

Kern County Supervisor Mick Gleason was 
clarification on forming the GSA. 

contacted to provide 

Workshop was recessed at 11:41 a.m . and re-convened at 12:10 p.m . 

Kern County Supervisor Mick Gleason reported that last week the County 
wanted to take a vote on the Joint Powers Authority (JPA) and the 
formatting of the agenda item was not properly outlined and were 
unable to do that. The direction given to staff was to bring back a 
JPA shell format which articulates the powers and general sense of 
this non-specific of what it can do, but articulate that the voting 
members would be explicitly elected officials of public agencies. 
What they will vote for on Tuesday is the JPA that outlines who 
specifically the voting members will be. It is Supervisor Gleason's 
opinion that it will be Kern County, Inyo County, San Bernardino 
County, City of Ridgecrest, Indian Wells Valley Water District, and 
Inyokern Community Services District. They will be essentially public 
agencies that have eminent domain and common policing authorities 
within the water basin of the Indian Wells Val~ey. 
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Supervisor Mick Gleason also reported that Bakersfield and Kern Delta 
Water District voted to form a GSA on their own. 

Supervisor Gleason clarified that any member of the GSA has to have 
common policing authority. If you do not have common policing 
authority, it will be non-compliant with the GSA. Regardless of how 
the GSA is shaped, the JPA needs to clearly articulate the roll the 
large water users plays in the process of managing the GSA. 

Terri Golder, Attorney for Kern County, phoned in to clarify any legal 
issues and answer questions specifically concerning Common Powers 
Doctrine and why that poses a problem to mutual water companies being 
a member of a GSA that is a JPA. State law limits the legal authority 
of a Joint Powers Authority which is an entity that is separate from 
the members of the entity and State law limits that legal authority to 
only those specific powers of the members that the JPA has in common. 
You may only share those powers that you have in common. The legal 
problem is that the private mutual water company does not have the 
same powers that the other members have. For example, private mutual 
water companies do not have police power which includes the power to 
regulate groundwater. Private mutual water companies also do not have 
the power of eminent domain or the power to adjudicate how much water 
someone will get. The County has all those powers and are essential 
to being accepted in the GSA. Because a mutual water company does not 
have those powers, if a mutual was to become a member of a GSA, their 
very membership would prevent the GSA from having the power that it 
needs to be effective under SGMA. In Ms. Golder's opinion, it would 
effectively neuter the GSA. Based on her understanding of the 
Department of Water Resources (DWR), Ms. Golder does not believe the 
DWR can accept a GSA that has a mutual water company as a voting 
member. It is clear under SGMA that a mutual water company can 
participate in a GSA, but cannot be a voting member because they do 
not have governmental powers. This is her understandable explanation 
for why the Common Powers Doctrine precludes a mutual water company 
from being a member of a GSA that is a JPA. A GSA with a private 
mutual as JPA member results in ineffective indemnification. JPA 
members typically indemnify each other for the debt and liability of 
the JPA. A mutual water company is a private company that can easily 
discharge its debt in bankruptcy. The County does not have the luxury 
to do that. For all legal purposes, the JPA members would be held 
responsible for the mutual water company's share of the GSA debt ~hat 
the mutual water company is unable to pay. Other concerns has to do 
with the conflict of interest and the government ethics law. A JPA is 
a public agency and the government ethics laws apply to it. If a 
mutual water company is on the board and that mutual water company has 
a financial interest in a contract that the board itself participates 
in, the transaction would be void and GSA board members would be 
exposed to criminal liability (Government Code Section 1090). There 
are two practical issues of concern: 1) private mutual water 
companies are motivated with financial interests. It is not motivated 
to serve the public interests. And 2) private mutual water companies 
are not answerable to the electorate. Ms. Golder answered Board and 
public questions. Mayor Peggy Breeden asked if Ms. Golder could put 
this explanation in a written document in a reasonable format and send 
to Patty Montenegro, Executive Secretary of the Indian Wells Valley 
Water District to distribute to other interested agencies. 
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Director Griffin stated that he has great concerns with the formation WSIP 
of Sustainable Groundwater Management Act (SGMA) and believes that it 
is not in the best interest of the District to drill a well right next 
to another well. The District has a well that can be used, but will 
deteriorate if not used as a production well. 

Engineering Consultant Chuck Krieger disagreed with Director Griffin 
on the deterioration of the well. 

President Cortichiato conunented that he has confidence and faith in 
the work staff has done on the WSIP. The Board of Directors has voted 
on proceeding with Well 35 and the project should move forward. 

Don Zdeba reported that there were no comments received from the 
Notice of Determination. The contract with Southern California Edison 
(SCE) is ready to be signed. The fees have been paid to SCE. The 
Board agreed by consensus for staff to sign the contract with SCE. 

Don Zdeba updated the Board with a PowerPoint presentation on the 2015 2015 GM & 
District Goals and accomplishments. There were no concerns addressed STAFF GOALS 
by the Board. The 2015/2016 General Manager and Staff Goals were 
included in the Board Packet. 

Don Zdeba and staff reviewed with the Board the 2016 District Goals 2016 GM & 
also included in the Board Packet. There were no concerns addressed STAFF GOALS 
by the Board. 

Director Cordell suggested monthly meetings between management and BOARD GOALS 
staff to discuss issues and work out differences. 

Director Griffin conunented that he would make an effort to get along 
better with other Board Members. He also commented that he would like 
to be on the conunittee to attend the Indian Wells Valley Cooperative 
Groundwater Management Group Meeting. President Cortichiato commented 
that he was not on that committee, but could attend as a member of 
public. 

Director Brown conunented that the Board of Directors need to work as a 
team. It is his goal to do what's best for the District and its 
customers. 

Director Corlett commented that there should be more staff during the 
sununer months to promote conservation and enforcement. 

President Cortichiato encouraged paper reduction, specifically the 
Regional Legislative Alliance information packet. Staff will email a 
link to the Board in lieu of paper packet. 

Not discussed. 

None . 

BOARD COMMENTS/FUTURE AGENDA ITEMS 

President Cortichiato conunented that today's workshop had healthy 
discussions and applauded everyone. 
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ADJOURNMENT ADJOURNMENT 

With no further business to come before the Board, the workshop was 
adjourned by President Cortichiato at 2:00 p.m. 

pectful~submitted, 

Rd!::~~ 
Recording Secretary 

APPROVED: February 8, 2016 
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