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INTRODUCTION

Water has always been a challenge to Califor-
nia. Alternating between flood and drought, the
state has had either too much water or too little.
And what there was has always seemed to be in
the wrong place. Whether for mining, or farm-
ing, or urban and industrial development, water
has had to be moved in large quantities over long
distances to where it was needed.

Remi Nadeau, in his book The Water Seekers,
tells a story symbolic of California’s water
distribution problems. During a drought in the
1950s a state legislator stopped to talk to afarmer
filling water cans at a town faucet.

“How far doyou have totake that water?” asked
the legislator.

The man at the faucet straightened up and
pointed to a farmhouse on the far horizon.

The legislator was appalled. “That’s a long way
to haul water. Why don’t you dig a well?”

The farmer shrugged, “It’s the same distance
either way.”!

Rapid development since the 1950s has made
the distances longer and the quantities larger.
California has become the number one state in
both population and agriculture, despite having
to support more than half of its people and crops
on arid and semi-arid land.? Its annual water
needs are enormous: 32 million acre-feet for
agriculture, 5 million acre-feet for urban areas.?
To meet these needs, California draws from a
storage capacity of 90 million acre-feet of water
in 155 major reservoirs, and transports it to
farms and cities through more than 2,200 miles of
major aqueducts.*

In numbers of people served, delivery capacity,
and value of facilities, the California water
system is one of the largest in the history of the
world.

This report is devoted to a vital and integral
part of that system—California’s independent
water districts. These districts are special
purpose local governments which have as their
primary, and often sole, function the delivery of
water to the public at cost. They do not belong to
cities and counties, but are separate entities, legal
subdivisions of the state, nearly all of which are

governed by locally elected boards. There are
currently 591 of these districts actively deliver-
ing water to every major urban and agricultural
area of the state, and together they comprise the
largest and most important source of local water
services.5

The first of these districts were irrigation
districts, formed in the late 1800s to meet the
agricultural water needs of the eastern San
Joaquin Valley. Asother agricultural areas came
into production, and as urban development began
to take place, it was found that the distriet model
could be adapted to almost any local or regional
situation in which water had to bestored, treated,
and delivered. Districts were formed to serve the
cities and suburban areas of Southern California
and the San Francisco Bay; the central and
northern coastal communities and inland valleys;
and the agricultural and urban areas of the
Imperial, Coachella, western San Joaquin,
Sacramento, and Salinas valleys.

As further development took place, many of the
earlier districte were consolidated for greater
efficiency. The newly consolidated districts often
included within their boundaries, in addition to
the smaller and earlier districts, smaller and no
longer efficient city water departments and
mutual water companies. Regional districts also
were formed to store and treat large quantities of
water and to “wholesale” it to smaller districts
and other water providers. Still other districts
were formed to manage water basins, control
floods, and reclaim used water.

As a group, the independent water districts are
the embodiment of local initiative and control of
government. They are usually formed through a
vote of the people affected, dedicated to a single
service—water—or to a small set of water-related
services, governed by directors elected specifical-
ly to see that water serviceis provided, prevented
by law from diverting water revenues away from
limited district purposes, and operated primarily
on a fee-for-service, non-profit basis.

Public satisfaction with water service in
general and with the service of water districts in
particular is extremely high. In a statewide




survey in September 1978, 72 percent of those
surveyed rated their water service either good or
excellent. When the survey was focused on water
district customers, the good or excellent rating
rose to 88 percent.

Yet the public visibility of the districts is not
nearly as high: only about half of those surveyed
could correctly identify independent water
districts as the source of their water service. It
would appear that the districts do their jobs well,
but unobtrusively.

Thus, there is a need to tell the story of the
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water districts: why they were formed, how they
are organized and operated, and what role they
can be expected to play in California’s future. Ina
time when all levels of government are being
criticized for waste, complexity, overspending,
and excessive bureaucracy, water districts stand
as models of relative efficiency, simplicity, fiscal
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to recognize good government as it is to criticize
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will know the difference.
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. HISTORY

The Water Problem

The independent water districts of California
have developed along with the state, in response
to the need for dedicated local governments to
acquire, store, treat, and deliver water efficiently
and equitably. The problem has been a scarcity of
water in those areas of the state where agricultur-
al and urban development has taken place; the
solution has been the gradual development of an
integrated statewide water system that moves
the water to where it is needed.

California has been said to be “strong on
climate (but) weak on weather”.¢ The west coast’s
weather originates in the Gulf of Alaska and
sweeps south and east over the coasts of British
Columbia, Washington, Oregon and California.
But normally only the edges of the larger storms
hit California, and even these storms drop the
bulk of their precipitation on the northern and
eastern mountains. Little rain falls on the
flatlands of the state, and the farther south one
goes, the less moisture one encounters. Southern
California, the 50,000-square-mile area south of
the Tehachapi Mountains, has 60 percent of the
state’s population, but less than six percent of its
precipitation, and less than three percent of its
runoff.?

From the beginnings of its development,
California has had to meet the twin challenges of
scarcity and maldistribution of water. It hasdone
so prineipally through local initiative, with local
organizations and ideas stimulating changes in
state law and the development of a statewide
water system.

Water Rights

The first independent water districts were
created in the late 1800s to acquire and distribute
water for irrigation in the eastern San Joaquin
Valley. The need arose in part from disputes over
water rights and conflicting doctrines of appro-
priative rights and riparian rights, but mostly
from the desire of people to have a governmental

mechanism through which they could collectively
develop water supplies from a common source to
meet their growing needs.

The doctrine of riparian rights, stemming from
English common law, entitles the owner of land
that borders a natural stream or lake to take its
water for use on his contiguous, or “riparian,”
land. The right is acquired with the land and is
based solely on the location of the land with
respect to the water supply. The right is not
created by use of the water, and is not lost by non-
use. However, the riparian right extends only to
the smallest tract under one title in the chain of
title leading to the present owner.8

The doctrine of appropriative rights, stem-
ming from “first come, first served” principles
adopted by the early gold miners in the absence of
other law, entitles one who shows a need for water
to divertit from a stream and to use it beneficially
on a particular tract of land, regardless of
whether the land borders the stream. The right is
based, not on land ownership, but on use, and is
lost by non-use. Each right has a date of priority
based on the date use was initiated, and when
water is scarce, those with earlier rights have
preference—the “first in time, first in right”
principle.

These doctrines have coexisted and conflicted
in California since the early 1850s. By the 1880s
disputes over rights to irrigation water were
deterring agricultural development and, in 1887,
the State Legislature moved to solve the problem
by enacting the Wright Irrigation Act. The
Wright Act authorized the establishment of
irrigation districts to distribute water equitably
to all landowners. Formed by a majority vote of
the landowners, the districts had elected boards,
the power to acquire riparian rights by condem-
nation, and the right to sell bonds to finance
purchase of water rights and construction of
dams, canals, and pipelines. Ten districts were
formed in the first year of the Act, and by 1911
there were 50 irrigation districts serving Califor-
nia’s explosive agricultural development.?

Between the time of the Wright Act and the late
1920s, the economy of the state changed material-
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Il. DISTRICT ORGANIZATION

Special Districts:
Independent and Dependent

California local government consists of coun-
ties, cities, school districts, and special districts.
Many people are familiar with how counties,
cities, and school districts are organized and
operated, but the scope and significance of special
districts in providing local public services is not
as widely recognized.

Special districts are limited purpose local
governments with substantially the same general
powers as cities and counties. These powers
include autonomy and continuous corporate life;
the ability to sue and be sued; the right to acquire
real and personal property; the power of eminent
domain; and the authority to employ a work force,
to enter into and perform contracts, to adopt a
seal, and to tax and levy user charges, including
assessments based on benefit. Most districts also
have the statutory power to issue bonds, and some
have the power to adopt ordinances.!?

As of June 30, 1977, there were 4,745 special
districts in California performing 30 separate
functions ranging from fire and police protection
to cemetery, park, and street maintenance, to
waste disposal and sewer maintenance, to
library, hospital, port and airport operations, to
conservation, storage, and delivery of water.20

Special districts can be classed as independent
and dependent. Dependent districts are legal
subdivisions of counties or cities: those that
belong to a county are governed by the county
board of supervisors; those that belong to a city
are governed by the city council. The board of
supervisors or the city council may appoint a
board to oversee the operations of a dependent
district, but such boards are ultimately responsi-
ble to the governing county or city.

Most dependent districts have been established
to enable a city or county to apply aspecifictax to
a specific area of benefit. Thus, for example, a
city might have located a lighting district in an
area in which new street lights are being
installed, and required the district residents to
pay an additional increment of property tax—

over and above that paid in the rest of the city—to
cover the costs of the lighting project.

Asof June 30,1977, there were 2,518 dependent
special districts in California. County boards of
supervisors directly governed 1,868 of them; city
councils directly governed 122 of them; the
remaining 528 were governed by boards ap-
pointed by boards of supervisors or city councils.?!

Independent districts are legal subdivisions of,
and derive their powers directly from, the state.
They do not “belong” either to cities or counties.
They are governed by independently elected local
boards responsible not to another government,
but to the voters of the district. They have
independent authority, under state law, to tax,
spend, issue bonds to finance capital improve-
ments, and establish their own administrative
structures.??

Independent districts have been created
primarily to perform public services either not
feasible or not cost-effective for cities and
counties to perform. Thus, independent districts
are most frequently found in suburban and rural
areas. In 1972, the 12 most populous counties,
which contained 72 percent of the state’s popula-
tion, had less than 20 percent of the state’s
independent districts, and 60 percent of the
independent districts were in areas of the state
with less than 40 percent urban development.2?

As of June 30, 1977, there were 2,227 indepen-
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Figure 2.1: Independent and Dependent Special Districts in the California Local Government

Structure.

dent special districts in California, including the
591 water districts which are the subject of this
report.24

Figure 2.1 shows how dependent and indepen-
dent special districts fit into the general organi-
zational structure of Californialocal government.

Types of Independent Water
Districts

Water districts have been formed in California
under two kinds of laws: one a general act under
which one or more districts may be formed in
accordance with a procedure set forth in the act,
and the other a special act creating a specific
district and prescribing its powers. In the 100
years of water district law, there have been 38
general acts and 100 special acts creating or
authorizing districts concerned directly or
indirectly with the development, control, or
distribution of water.?

However, of the 591 districts delivering water
to the public or to other water agencies, 548, or
92.6 percent, are of just six types created under
the same number of general laws. Figure 2.2
shows the major types of independent water
districts and their incidence as of June 30, 1977.

14

Type of District Number of Districts

County Water Districts ................... 157
California Water Distriets ................ 108
Community Services Districts............. 106
Irrigation Distriets .......... .. ... ... .. 89
Public Utility Distriets ..o, 49
Municipal Water Districts ................. 36
Others ... .. i 46
Total ... .. 591

Figure 2.2: Major types of independent water
districts.

Irrigation districts were the first of the major
types to be authorized, by the Wright Act of 1887
and later by the Irrigation District Law of 1897.
The area of an irrigation district may encompass
any land irrigable from a common source and by
the same system, including non-contiguous land,
but not including land in another irrigation
district without that district’s consent. Although
the basic purpose of the irrigation district is to
furnish water for agriculture, the area of the
district may include residential and business
property, and, in fact, many irrigation districts
now serve areas that have become predominantly
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urban.

An irrigation district is formed by a petition of
the landowners within the proposed district to the
board of supervisors of the county where most of
the land is located, followed by a majority vote of
the voting residents of the proposed district. The
district is governed by a board of three or five
directors, who may be elected by divisions or at
large, and who must be freeholders in the
district.2® Any registered voter living in the
district is eligible to vote in any district election.

Irrigation districts are empowered to put
water, including wastewater, to any beneficial
use; to provide drainage; to develop and distri-
bute electric power; to make water allocations to
crops and acreage in certain situations; tooperate
flood control facilities (if district is 200,000 acres
or more); and to construct and operate incidental
recreational facilities.?”

Irrigation districts are spread throughout the
farming areas of the state, but most are concen-
trated in the eastern San Joaquin and Sacramen-
to Valleys. Tulare County has 16, Fresno County,
8: Butte County, 6; San Joaquin and Stanislaus
Counties, 5 each; and Sacramento County, 4. The
largest irrigation district, however, is the
Imperial Irrigation District, serving more than
550,000 acres of farmland close to the Mexican
border.2

The creation of California water districts was
authorized by the California Water District Law
of 1913. Like irrigation districts, California
water districts serve areasthatare predominant-
ly agricultural, but someof them alsoserveurban
and suburban areas. They can serve any land
within an area capable of using water benefically
for irrigation, domestic, industrial, or municipal
purposes, and which can be served from a
common source by the same system of works.
Non-contiguous parts of the district can be
separated by no more than two miles. The area of
the ‘district can include land in other water
districts having different purposes.

A California water district is formed by
petition of landowners holding a majority of the
area of the proposed district, if all lands are
contiguous, or a majority of the assessed value
within each non-contiguous segment, followed by
a vote of landowners at an election. Voting is
based on one vote per dollar of assessed value of
land owned, although there are provisions for
changing to resident voting (one person - one
vote), and resident voting is required for bonds if

15

50 percent or more of the inhabited assessable
areais zoned for other than agricultural use. The
district forms with four to six directors, elected
by division and the number can be increased after
four years to seven, nine, or eleven. Directors
must be landowners in assessed value-voting
districts, residents and registered voters in
resident-voting distriects.

California water districts are empowered to
produce, store, and distribute water; drain lands
and reclaim water for public use; collect, treat,
and dispose of sewage, waste, and stormwater
upon approval of the electorate; and allocate
water under certain circumstances to crops and
acreage.?®

The 108 active California water districts are
spread fairly evenly across the rural areas of the
state. Fresno, Merced, and Stanislaus Counties
have 12 each, Kern County has 8, and Riverside,
San Diego, and Tehama Counties, 6 each.30
Because of their power to contract for their lands
to become parts of federal and state irrigation
and reclamation projects, many California water
districts have been formed to serve water from
the federal Central Valley Project and the State
Water Project.

County water districts are the most popular of
the major types of independent water districts: as
of June 30, 1977, there were 157 of them
delivering water throughout the state.?! They
differ from irrigation districts and California
water districts in that they aredesigned primari-
ly to serve water to urban and suburban areas,
although they are not limited to such areas. They
are also somewhat misnamed, in that they are
legal subdivisions of the state and not the
counties. In fact, they are legally empowered to
serve areas in two or more contiguous counties.

Their creation was authorized by the County
Water District Law of 1913. Their primary
functions are to acquire, appropriate, control,
conserve, store, and supply water for any present
or future beneficial use. They also may drain and
reclaim lands; generate and sell at wholesale
hydroelectric power; use district land and water
for recreational purposes; and operate sewer,
sanitation, and fire protection facilities. These
districts have powers similar to those of Califor-
nia water districts to contract with the state and
federal governments in irrigation and reclama-
tion projects.

County water districts are formed by petition




of 10 percent of theregistered voters in the area of
the proposed district to the board of supervisors
of the county in which the greater part of the
district will be located, followed by a majority
vote at an election. The governing board consists
of five directors, elected at large or by division.
Directors must be registered voters and residents
of the district or division, but need not be
landowners. Voting is based on one person-one
vote, and generally all registered voter residents
of the district can vote in district elections.?

County water districts are spread fairly evenly
in urban and suburban areas throughout the
state, with some districts serving agricultural
areas. The largest of these districts—Coachella
Valley County Water District—encompasses
637,000 acres of land in Riverside, Imperial and
San Diego Counties. San Bernardino County has
21 county water districts, Los Angeles County,
11; Orange County, 9; Kern County, &; and San
Mateo and Riverside Counties, 7 each.?

Municipal water districts were authorized by
the Municipal Water District Law of 1911.
Because of their wide-ranging powers to manage
large basins and delivery systems, and because
they are able to sell water toother districts, cities,
and other water agencies, they have developed
primarily as wholesale water agencies for the
metropolitan areas of Southern California.
Despite their name, however, they do not belong
to cities, butarelegal subdivisions of thestate and
can serve incorporated or unincorporated terri-
tory in non-contiguous areas of one or several
counties.

They have the power to acquire, control,
distribute, store, spread, sink, treat, purify,
reclaim, recapture, and salvage any water,
including sewage and stormwater, for beneficial
uses of the district. They can sell water to cities,
public agencies, and persons within the district.
They can sell surplus water outside the district.
As subsidiary functions, they can construct and
operate recreational facilities connected with
district reservoirs; provide fire protection,
ambulance, and paramedic service; collect and
dispose of garbage; and produce and sell hydro-
electric power.

Formation is by petition of 10 percent of
registered voters in the proposed district to the
board of supervisors of the principal county,
followed by a majority vote at an election. Five
directors are elected by division. All registered
voter residents of the district may vote at district
elections.3

The 36 municipal water districts are concen-
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trated in Southern California. San Diego County
has 13; Los Angeles County, 7; Riverside County,
4, and Orange, San Bernardino, and Ventura
Counties, 3 each.?

Public utility districts are not primarily water
districts, although 49 of them serve water in
California.

These districts are empowered to provide
residents with light, water, power, heat, trans-
portation, communications (including
telephone), garbage collection, sewage disposal,
fire protection, street lighting systems, parks,
playgrounds, golf courses, swimming pools,
public buildings, and drainage works. All of
these powers transfer to a city or town when all
district territory becomes part of an incorporated
community.

Public utility districts are formed by petition of
15 percent of votes cast in the proposed district at
the last gubernatorial election, followed by a
majority vote of district resident voters. A three-
or five-person board of directors is elected, but
the board may be larger if the district includes
area intwo or more counties. All registered voter
residents of the district may vote in district
elections.®

Most of the public utility districts were formed
before 1950, and they are spread throughout the
rural counties, mainly in the northern part of the
state. Tulare County has 8; Kern County, 6; and
Shasta, Calaveras, Mono, and Placer Counties, 3
each.?

Community services districts are somewhat
similar to public utility districts. They are not
primarily water districts, although 106 of them
serve water in widely dispersed areas of Califor-
nia; they provide a wide range of municipal
services; and they serve unincorporated areas.
The basic differences lie in the precise services
provided and the fact that community services
districts do not automatically lose their powers
when a city is formed.

Authorized by the Community Services Dis-
trict Law of 1951, these districts are formed to
provide inhabitants with water for all purposes,
fire and police protection, garbage collection,
public recreation, street lighting, mosquito
abatement, libraries, streets, electric and com-
munication facilities, airports, and ambulance
service.

Formation is by petition to the county board of
supervisors, followed by election, but an election
is not required if 80 percent of the registered
voters sign the formation petition. Three or five
directors are elected at large. All registered



resident voters can vote in district elections.3®

Although community service districts are
found throughout the state, they are most
prevalent in the rural counties of the San Joaquin
and Sacramento Valleys and the extreme north-
ern part of the state. Del Norte County has 9;
Fresno, Kern, Shasta, and Tulare Counties, 8
each; and Amador County, 5. It appears that
many of these districts were formed in circum-
stances in which, prior to 1951, public utility
districts would have been formed.?®

There are nine other types of independent
water districts in California, but together they
number only 46 districts. Several of them,
individually important because of their size,
functions or accomplishments, are discussed in
other sections of this report. The nine types, and
the number of individual districts of each type,
are as follows:40

Reclamation Districts ..................... 11
Independent County Water Agencies ........ 8
Water Storage Districts .................... 3
Water Conservation Districts ............... 7

Municipal Utility Districets.................. 3

Municipal Improvement Districts ........... 3
County Water Authority .................... 1
Metropolitan Water District ................ 1
Water Replenishment District .............. 1

Undetermined (probably community services) 3

Since 1964, the powers of all districts to form,
change boundaries, or consolidate have been
modified by the creation of Local Agency
Formation Commissions in each county. These
commissions, called LAFCOs, are made up of
county, city and, in six counties, independent
district representatives who review all changes of
government organization or boundaries within
the county. They assign spheres of influence to
each local government unit; approve annexa-
tions; and make recommendations to the board of
supervisors as to formation, dissolution, or
consolidation.

Organizational Features

It is often contended that there are too many
special districts in California, that they cause
wasteful overlap and duplication in provision of
public services, and that reducing their number
would make local government simpler, more
efficient, and more acceptable to the ppblic. This
argument overlooks the diversity of needs which
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districts have been formed to meet and the
relative efficiency of district organization in
providing essential public services.

Although there are 4,745 special districts in
California, 53 percent of them are not separate
governments at all, but special taxing areas of
counties and cities. Removing these dependent
districts from the count leaves 2,227 independent
districts, each formed to provide specific services
to specific areas. Of the independent districts, 591
are independent water districts, each formed by
district residents or landowners to provide water
and perhaps one or two other services to a
carefully defined area of need.

Organized to accomplish a specific public
purpose, these districts concentrate their efforts
on that purpose, in contrast with cities and
counties which must spread their energies and
revenues among a variety of competing plans and
programs. There is no duplication of services
among water districts: the same water cannot
flow through two pipes simultaneously. In cases
where there are overlapping jurisdictions of two
or more districts, it will be found that each
performs a different function: one may treat
water and distribute it to several water agencies,
another deliver water directly to the public, and a
third manage the groundwater basin.

But the outstanding organizational feature of
water districts is their lack of bureaucracy.
Delivery of water is a capital-intensive, as
opposed to labor-intensive, public service, with
extensive facilities which can be operated by a
relatively small staff. The elected directors of a
district are readily accessible to the public. In
many districts the district manager directly
supervises all of the district employees. In these
circumstances there is neither incentive nor
rationale to construct the complex bureaucratic
structures associated with city and county
governments.

Moreover, the steady and usually predictable
revenues from water sales make districts appeal-
ing targets for takeover by cities and counties
afflicted by inflationary program growth and tax
limitations. To survive, water districts must be
responsive to the publice, and bureaucracy is not
conducive to responsiveness. Thus the organiza-
tions of the districts have been kept simple, the
staffs small and informal, and the attitudes
toward the public helpful.

Are there, then, too many districts? The final
answer must rest with the public, which has the



power to create and dissolve them. But for
government planners and politicians who wish to
influence the public’s judgement, and for whom
simplification and centralization often seem to be
synonymous, a few comparisons between Califor-
nia and other states might be useful.

In 1972, California had 2,688 independent local
governments other than school districts.*! Its
population that year was 20,413,000.42 Thus there
was one local government unit for every 7,594
Californians. In the same year Iowa, a state with
one-third the land area and one-seventh the
population of California* had 1,355 local govern-
ments other than school districts, or one local
government unit for every 2,128 residents.** It
had only 305 special districts, in contrast to
California’s 2,223, but it had 99 counties to
California’s 58 and 951 incorporated municipali-
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ties to California’s 407,45 and thus a ratio of local
governments to population 3.6 times greater than
California. Texas, with two-thirds more land
than California and about one-half the popula-
tion, had 254 counties, 981 cities, and 1,215
special districts, for a local government to
population ratio of one to 4,736, 1.6 times that of
California.*t Illinois, with one-third the land area
and one-half the population of California, had 102
counties, 2,699 municipalities and townships, and
2,407 special districts, for a local government to
population ratio of one to 2,159, 3.5 times that of
California.¥? Forty-two of the other 49 states had
higher local government to population ratios than
California,* which at least indicates that Califor-
nia does not have an unusually high number of
local governments in general and special districts
in particular.
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111. DISTRICT SERVICES

Water districts are empowered to perform only
those services prescribed inthelaws by which the
districts are created. Although the range of
authorized services may be broad, as in the case of
community services districts, most districts are
limited to one or a few services. This limitation is
one of the essential differences between special
districts and general purpose city and county
governments, which have broad powers to define
and create new services and programs.

In practice, most water districts performonly a
few of the services for their type of district. The
remainder are held as “latent powers”, to be
exercised if and when the district residents need
additional services.

Water Acquisition and Delivery

The basic service provided by water districts is
the acquisition and delivery of water for agricul-
tural, domestie, commercial, and industrial uses.
In urban areas the basic service normally
includes water for fire protection. Districts may
acquire water from local ground or surface
sources or import it from distant sources. The
output of reclamation facilities is a small but
growing additional source. Districts may make
“retail” deliveries directly to the public or
“wholesale” deliveries to other water agencies.
Some districts are both wholesalers and retailers.

In theory, California has plenty of water. Its
average annual precipitation is 200 million acre-
feet, the equivalent of 65 trillion gallons, and
enough to cover all the land in the state toa depth
of two feet. Although 65 percent is consumed by
evaporation and transpiration, the remaining 35
percent—71 million acre-feet—is more than
twice the net annual demand of 31 million acre-
feet. About one-third of the demand is met from
local surface sources and import sources devel-
oped locally, one-fourth by extraction of ground-
water, and the remainder from state and federal
water projects.?®

In practice, California has severe problems of
distribution: 75 percent of the state’s runoff is
north of Sacramento, while 75 percent of the
demand for irrigation and urban water is south of

Sacramento.?® The need for “wholesaling” of
water has resulted from the maldistribution of
watersupplies and the desire to realize economies
of scale in the redistribution of those supplies.
Most of the initial expense of water is in the
capital cost of the facilities to acquire and
transport it, and it is generally much cheaper and
more practical to build one large dam and
aqueduct system under the control of one agency
than to build several small systems to dothe same
job.

The bulk of redistribution, particularly since
the 1930s, has been accomplished by the state and
federal governments. But several important
redistribution systems have been built and
operated by independent water districts. The
Metropolitan Water District of Southern Califor-
nia was formed by communities in the Los
Angeles metropolitan area to bring water across
the desert from the Colorado River. The East Bay
Municipal Utility District was formed by
communities on the east side of San Francisco
Bay to bring water from the Mokelumne River in
the Sierras.®

The greater the scarcity of natural water
supplies in a developing area, the greater the
need for transporting and wholesaling water, and
the less likely it is that any individual agency can
economically integrate the functions of produc-
tion and delivery tothe public. In the Sacramento
Valley more than 90 percent of the water is
produced from local ground and surface sources
by the same agencies that deliver it to the public.
In the Los Angeles and San Diego areas nearly 50
percent of the water is imported from the
Colorado River or northern California, and
virtually every agency delivering water directly
to the public gets at least part of its supply from
wholesalers. In the San Diego area the San Diego
County Water Authority, a cooperative-type
wholesale district formed by water districts and
cities, buys water from the Metropolitan Water
District for redistribution to its member agen-
cies. In the Los Angeles basin there are two tiers
of wholesalers. Metropolitan imports and treats
the water and sells it to a dozen municipal water
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supplying water to the publie, water districts
have taken a leading role in developing and
managing ground and surface water resources.
Twenty-six of the 100 largest dams in the state
were built by districts which now operate them to
store water for seasonal and emergency needs,
control flooding, produce electrical power, and
provide recreational facilities. The combined
storage capacity of the reservoirs behind these
dams is nearly 6 million acre-feet.5®

Districts are also heavily involved in ground-
water basin management, particularly in the Los
Angeles area. Metropolitan Water District
provides surplus imported water for basin
replenishment at reduced prices and has recently
initiated a “conjunctive” use program of storing
imported water along with natural groundwater
in the San Fernando Basin. Other active ground-
water management districts in the area are the
Central and West Basin Water Replenishment
District in Los Angeles County, and the Orange
County Water District in Orange County, both of
which have created extensive sea water intrusion

28

barriers: and the Chino Basin Water Conserva-
tion District in San Bernardino County. These
districts monitor basin status, levy pumping
taxes to pay for replenishment needed because of
groundwater extraction, and buy imported water
for basin replenishment.

The operation of dams, reservoirs, and aque-
ducts has made provision of electricity a logical
auxillary service for some of the large irrigation
districts. Imperial Irrigation District serves
48,000 customers partially with electricity
generated at five “drops”—small waterfalls—on
its All-American Canal, while Modesto and
Turlock Irrigation Districts serve customers in
their areas with electricity generated at their
568-foot Don Pedro Dam on the Tuolumne River.

Other water-related services provided by
water districts include reclamation, levee main-
tenance, drainage projects, and wastewater
collection and disposal. Some community service
districts also provide services not related to
water, such as parks, golf courses and fire
protection.
















IV. DISTRICT FINANCING

Accounting for Water

It is axiomatic among water providers that
water itself is free—what people pay for is
collecting, storing, transporting, treating and
distributing it. In California that price is about
$1.5 billion annually,’® two-fifths of which is paid
to independent water districts.®0

An analysis of how these districts get and spend
their money must start with a brief deseription of
state accounting procedures related to district
finances. Under state accounting rules, water
service is an “enterprise” activity which each
district must account for and report annually to
the state separately from other activities. These
reports, compiled and published by the State
Controller, provide the only comprehensive
statewide financial data on water district
finances.

Enterprise accounting separates operating
revenues and expenses from non-operating
revenues and expenses, and thus focuses
attention on current service costs and charges to
users based directly on the value of the water or
other service delivered. The major categories of
operating revenues are:$!

Water Sales
Residential
Business
Industrial
Irrigation
Sales for resale
Water Services
Fire Protection
Groundwater Replenishment
The major categories of non-operating
revenues are:
Annexation Charges
Interest
Taxes and Assessments
Other Governmental Agencies
Federal
State
Homeowners Property Tax Relief
Business Inventory Property Tax
Relief
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These non-operating revenues are not tied
directly to the value of the service, with one
notable exception. Irrigation districts and
California water districts often levy on
agricultural users ad valorem assessments to
fund the cost of water delivered. Duetoa quirkin
state law and accounting rules, these
assessments, which are in fact fees for service, are
lumped into the “Taxes and Assessments”
category of non-operating revenues, thus
complicating attempts to determine an exact
breakdown between user fees and general taxes
as sources of water revenue.

Operating expenses are those incurred directly
and currently in performance of the service of
delivering water. The major categories are:

Source of Supply
Water Purchases
Groundwater Replenishment,
Pumping
Water Treatment
Transmission and Distribution
Customer Accounts
Administration and General
Other Operating Expenses
Depreciation

A district reporting no operating revenues in a
given year, and no operating expenses except in
“Administration and General,” may be assumed
not to be an active deliverer of water in that year.

Non-operating expenses are those for nondirect
costs, the principal category of which is “Interest
on Long Term Debt”, reflecting capital outlay
financing.

District Revenues

In the fiscal year 1976-77, the 591 active®?
independent water districts in California collect-
ed $787,712,000 in total revenues, which consti-
tuted 62 percent of all water revenues—wholesale
and retail—collected by local public agencies in
the state. Among other local public providers, 252
cities collected $427,342,000,%% while 266 depen-
dent or inactive districts collected $57,061,000.6

Of the total revenues collected by independent




districts, $464,517,000, or 59 percent, were
reported as operating revenues, while at least
$48,672,000, or 6 percent, of non-operating
revenues could be identified as ad valorem
assessments for water delivered.® Thus, in 1976-
77, at least 65 percent of total independent
district revenues came from direct user charges.
Additionally, the non-operating expenses for
“Interest on Long-Term Debt”—which amounted
to $94,003,000 in 1976-77—reflect revenues
dedicated to the retirement of that debt and thus
not available to pay for current water delivery.
Reducing total revenues by $94,003,000, we find
that 74 percent of revenues related to current
water service in 1976-77 came from direct fees for
that service.

The percentage can be expected to rise, and
eventually may reach 100 percent, due to the
effects of Proposition 13, passed by the voters in
1978. In the face of a permanent statewide limit
on property taxes, and in anticipation of rising
energy costs, independent districts can be
expected to reduce their relianceon property and
other general taxes by increasing the proportion
of user charges to total revenues. However,
despite the high overall proportion of fees to total
revenues statewide, some individual districts still
rely on the property tax for operation and
maintenance expenses. Of the 591 independent
districts, the total revenues of 148 are only from
operating revenues, the revenues of 17 are only

from assessments, and the revenues of 164 are
from a combination of assessments and operating
revenues. Thus, 262, or 44 percent, of the districts
rely to some extent on property tax as a revenue
source, and while for some of these, property tax
revenue may be used primarily for retirement of
long-term debt, for others it supports current
operations and maintenance activities.

Figure 4.1 presents total revenues, user
charges, and long-term debt interest for the
major types of water districts. The first thing this
chart reveals is the vast range in the economic
sizes of the districts, individually and by type.
The overall revenues-per-district average is
$1,331,000, yet the largest district in the state—
Metropolitan Water District of Southern Califor-
nia—itself collects $170,268,000. The revenues of
the four largest districts—Metropolitan, East
Bay Municipal Utility District ($43,083,000), San
Diego County Water Authority ($41,248,000),
and Kern County Water Agency ($26,571,000)—
total $281,700,000, or 37 percent of the revenues
of all the districts. Onthe other hand the 49 public
utilities districts that serve water collect an
average of only $234,000 apiece in water reve-
nues, and the 106 community services districts
collect an average of only $134,000 apiece. The
smallest active district—Villa Blue Estates
Water District in Lake County—collected only
$494 in total water revenues in 1976-77.

Overall, the districts depend on general

User

Charges User Total Rev-
(Operating  Charges as enues minus User
Revenues Percent- Revenue To  Charges as
Number Plus Ad age Of Interest On Pay Long- Percentage
Of Total valorem As- Total Long-term term Debt Of Net
Type of District Districts Revenues sessments) Revenues Debt Interest Revenue
# $ $ % $ $ %
Metropolitan Water District 1 170,268,000 88,160,000 51.8 39.504,000 130,764,000 67.4
Municipal Water District 36 139,606,000 84,839,000 60.8 11,494,000 128,112,000 66.2
County Water District 157 125,924,000 69,128,000 54.9 7,602,000 118,422,000 58.4
California Water District 108 98,693,000 76,072,000 77.1 12,612,000 86,081,000 88.4
Irrigation District 39 74,801,000 63,459,000 34.8 1,536,000 73,265,000 86.6
Municipal Utility District 3 43,992,000 30,759,000 69.9 5,154,000 38,838,000 79.2
County Water Authority 1 41,248,000 25,492,000 61.8 3,222,000 38,026,000 67.0
County Water Agency 3 30,937,000 28,673,000 92.7 6,123,000 24,814,000 115.6
Water Storage District 8 23,357,000 21,672,000 92.8 4,221,000 19,136,000 113.3
Community Services Dist. 106 15,933,000 8,770,000 55.0 1,443,000 14,490,000 60.5
Public Utility District 49 11,452,000 5,861,000 51.2 693,000 10,759,000 54.5
Others 25 11,519,000 10,306,000 89.5 499,000 11,020,000 93.5
TOTAL 591 787,730,000 513,191,000 65.1 94,003,000 693,727,000 74.0

FIGURE 4.1:

SOURCE: Analysis of State Controller’s 1976-77 Annual Report: Financial Transactions Concerning
Special Districts, Table 23.

Analysis of 1976-77 District Revenue, by Type of District.
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property taxes for only about one-third of total
revenues, and none of the various types has a
dependence greater than one-half. The range is
from less than 10 percent (water storage districts
and county water agencies) to 48.2 percent
(Metropolitan). The larger rural districts(irriga-
tion districts, California water districts) appear
less dependent on property taxes than the smaller
and more urban districts (county water districts
and community services districts). This is only
true, however, if ad valorem assessments are
counted as user charges and not as general
property taxes. When revenues to pay long-term
debt interest are subtracted from total revenues,
it can be seen that some types of districts rely
little or not at all on property taxes to pay current
operations and maintenance costs.

Finally, the chart shows that in water delivery,
as in most industries, wholesalers tend to be
larger than retailers. All of Metropolitan’s
$88,160,000 in operating revenues are derived
from “Sales for Resale”, as are all of San Diego
County Water Authority’s $25,492,000. Among
the relatively large municipal water districts,
$43,651,000, or 51 percent of operating revenues,
are derived from “Sales for Resale”, while only
1.25 percent of the combined operating revenues
of the smaller county water districts, community
services districts, and public utilities districts are
from wholesale operations.

In summary, the independent water districts
show as much diversity in revenues as they do in
organization and service areas. The mix and
amounts of revenues in each district are reflec-
tive of circumstances of size and service needs
unique to that district. In general, however, the
districts tend to be smaller if they are retailers, to
depend less on property taxes if they are rural,
and to rely more heavily on fees for service than
other kinds of governments providing other kinds
of services.

District Expenditures

Independent water districts have three charac-
teristics which combine to differentiate them
from other local water suppliers. First, indepen-
dent districts are non-profit, whereas commer-
cial private water companies are in business
specifically to make a profit for their investors.
Second, independent water districts are dedi-
cated to providing a single service—water—or a
small set of water-related services, whereas cities
and counties provide a multitude of services, of
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which water is only one. Third, virtually all
independent water districts are governed by
boards of directors elected by district voters
specifically to provide water service, whereas
dependent districts are governed by appointed
boards or by boards elected for other purposes.
The impact of these differences is seen most
clearly in the area of expenditures and expendi-
ture control.

Most of the costs of water, as it makes its way
through various stages to the local supplier and
thus to the consumer, are fixed costs, the results
of rates set by various levels and units of
government. These costs have little to do with
demand. Also, the delivery of water is a capital-
intensive, rather than a labor-intensive service:
labor makes up much less of the total water
service cost than in other publie services, such as
welfare or police and fire protection. As a result
of fixed acquisition costs and capital-intensive
operations, the cost of acquiring water to serve a
specific geographical area is virtually the same
no matter what type of agency is involved.

But costs are not prices, and the amount the
public pays for water will vary with the structure
and management policies of the supplier.

Commercial water companies are investor-
owned utilities whose rates are regulated by the
State Public Utilities Commission. The commis-
sion authorizes for each company a profit margin,
or “rate of return.” These companies thus operate
at cost, plus the rate of return allowed by the
commission.®® Recent authorizations for rates of
return have averaged about 9 percent.®” This
profit constitutes an additional price to the
consumer that, by law, independent water
districts cannot charge.

Cities, by law, cannot charge for profit either,
but they can, and do, charge prices for water
service that are greater than the costs of the
service. In 1976-77 the operating revenues of city
water departments were $83 million greater than
operating expenses.5® At least $25 million of this
excess income was transferred to the cities’
general funds, for uses apparently not related to
water service.®® With their many non-revenue
producing functions, cities often subsidize other
services with water revenues. That temptation
does not exist for independent water districts,
since all of their services relate to water and
since, by law, they must spend their revenues only
on the limited services they are authorized to
perform. In 1976-77, the operating expenses of
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OPERATING REVENUE
[IN EXCESS OF EXPENSESI

OPERATING REVENUE
AND ADVALOREM ASSESSMENTS
[INEXCESS OF EXPENSES]

COMPARISON BETWEEN CITY WATER DEPARTMENTS
& INDEPENDENT WATER DISTRICTS FUNDING
1976-77

independent water districts exceeded operating
revenues by $43,064,000. The combination of
operating revenues plus ad valorem assessments
was $5,608,000 more than operating expenses,
essentially a break even situation.

Cities and counties, and their dependent water
districts, have another potential difficulty
related to water revenues and water systems.
While many cities manage excellent water
systems, in the problem-laden function environ-
ment of a big city or county government,
maintenance and replacement of water facilities
may be seen as a low priority. Preventive
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maintenance may be deleted from the budget,
capital replacements deferred until the system
breaks down. Aging meters tend to register low,
and if they are neither repaired nor replaced
revenues decline, prices must be increased, and
billing inequities occur. When a water system has
been allowed to deteriorate to a certain point, it
becomes a potential health hazard and costs of
replacement become prohibitive.”

Independent water districts do not have the
same kind of priority problems: the proper
functioning of the water system is always the
highest and usually the only priority. Meters are
scheduled for repair or replacement based on age
rather than malfunction. Many districts have
adopted master plans under which they rebuild
or replace portions of their systems every year,
thus not allowing dangerous and expensive
deterioration to take place.

Independent districts also have the advantage
of the fiscal prudence of boards elected by the
district voters specifically to see that good quality
water is supplied at the lowest possible price. The
district directors are responsible only for water,
and only to the district’s customers. Budgeting
and expenditure control are a major interest of
these directors, and their performance in holding
down costs generally determines whether or not
they will be reelected.

Dependent water districts, on the other hand,
are governed either by the parent city council or
county board of supervisors, or by appointed
directors. Seldom do these appointed directors
have the authority to approve their own budgets
or control their own expenditures. They usually
act as intermediaries between the citizens and
the city council or county board of supervisors.

The type of agency that should provide water
service at the lowest price and the one most likely
to be responsive to the people served, is the
independent water district.






required to be metered. For
example, one residential user was
paying about $100 a year for
metered water service {residential
users with swimming pools were
metered at the time) in the years
immediately prior to District
formation. In 1957, this service was
switched to a flat rate, and the
annual charge was reduced to $81.
This and other residential users in
the District have experienced other
reductions subsequently. A user
who was paying $5 a month in 1953
would have paid $4.756 in 1958 and
$4.60 in 1960. That rate remains the
same today, despite many years of
high inflation. Similarly, a user who
paid $2.75 in 1950 would have paid
$2.60 in 1958 and $2.50 in 1960,
which is the rate that continues
today.

Because there has been a history
of reductions since the District was
formed—or, at the very least, a
resistence to inflationary influ-
ences—the reduced charges cannot

be attributed to reduced water use.
Rather, the reduction must be
attributed to efficient and economic
operation of the District, with the
resulting savings passed on to
District customers. A private utility
might have siphoned the higher
rates off to profit. A general
government agency might have
used the money to subsidize its
general fund. But the Arcade
District, charged with providing
good service at cost, reduced the
charge to its customers.

The Distriet’s rates are low in
comparison to other water utility
operations in the Sacramento
metropolitan area, and in compar-
ison to the City of Sacramento,
which provides water service for its
residents. The average single unit
residential user in Arcade’s area
pays about 42 percent less for water
than does a comparable residential
user in the city.

Evidence of improved operational
efficiencies is seen in a comparison
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of District growth with growth of
the District staff during the past
two decades. When the District was
formed it took over about 12,000
accounts and a work force of 14
employees. Today, there are 22,200
accounts and a work force of 17
employees. That’s an 85 percent
increase in the number of customers
with only a 21Y% percent increase in
employees. Another way of looking
at it is that in 1957, at the time of
take-over, the District was serving
860 accounts per employee. Today
the District is serving about 1,300
accounts per employee.

Total District income for the
1977-78 fiscal year was $1,458,952,
with $1.062,370 coming from
consumer revenues and the re-
mainder from interest earnings on
district reserves. Operations and
maintenance costs for the same year
were $632,743, with the balance of
income going to debt service, capital
improvements, and reserves.













adequate water supply for the area’s 175,000
people.”™ The cooperation began in the mid-1950s,
when the inadequacy of local groundwater
supplies forced the area’s suppliers to seek
imported water. The Walnut Valley Water
District, the Rowland Area County Water
District, and the City of Pomona formed a Joint
Water Line Commission to construct a transmis-
sion main linking the area to the closest source of
imported water—Metropolitan Water District of
Southern California’s Weymouth Filtration
Plant. Twenty years later, the line is still the
area’s major water supply facility. Over theyears
the three agencies have built interconnections
among themselves and with the City of West
Covina and the Mount San Antonio Community
College District to meet the threat of temporary
outages. Recently, the Walnut Valley Water
District initiated a reclamation project which
will involve cooperative arrangements with the
City of Pomona, the Rowland Area County Water
District, the La Habra Heights Municipal Water
District, and the Pomona Valley Municipal
Water District, to supply reclaimed water for
industrial and landscaping uses.

Response to Development

Since the first irrigation districts were formed
to provide equitable water distribution to the
farmers of the eastern San Joaquin Valley,
independent water districts have been an essen-
tial ingredient in meeting California’s agricul-
tural and urban water needs. The role of the
districts, however, has been one of response
rather than promotion.

Historically, the tax structure of the state has
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encouraged cities and counties to promote
commercial and residential development, by
providing these local governments with a portion
of sales taxes collected and, until recently,
permitting unlimited growth of local property
taxes.”” Also, the legal tools to encourage or
discourage development—zoning power and
general plan requirements—have been in the
hands of cities and counties.

Water districts, on the other hand, have had
neither the incentives nor the power to promote
development. They receive none of the sales taxes
collected, and they rely on property taxes to meet
only about one-fourth of current operating
expenses.” Their land use powers are limited to
eminent domain power for their own facilities
and water supplies. Their function has been to
respond to development by predicting water
needs and by providing water for whatever land
uses are determined by cities and counties.

In fact, in making that response water districts
have often had to resist state legislative proposals
that would have prevented development of
needed water resources—proposals based on the
short-sighted theory that stopping water develop-
ment is the best way to stop growth.™

Their performance in meeting development
needs has been outstanding. Virtually all of the
surface water used for agriculture in California
is delivered through independent water districts:
two-thirds of the state’s cities get at least a part of
their water supply from independentdistricts. In
addition, districts provide direct water service to
residents of many cities and most unincorporated
developments.8® More often than not, indepen-
dent water districts have proven the best type of
agency to serve water to developing areas.







an estimated 10,000 new housing
units.

The magnitude of the planning
effort is reflected in the magnitude
of the facilities designed. In order to
make sure it could meet all future
needs, the District prepared a mas-
ter plan to cover not only the origi-
nal District and newly annexed
areas, but geographically logical
areas for additional future develop-
ment. Plans call for 88 miles of
pipeline to be added to the Distriet’s
current 130 miles by the year 2000,
and for reservoir storage capacity to
be increased from 16 million gallons
to 37 million gallons. Because of the
hilly terrain, 27 pressure reducing
stations and an additional 25,000
gallons per minute pumping capaci-
ty are also proposed.

Concurrently with and as part of
the master planning effort, the
District designed, initiated financ-
ing for and began construction of
the facilities to meet current devel-
opment needs. In June 1978 voters
in the two improvement districts
authorized $67 million of general
obligation bonds to finance new
facilities to be built by 1990. The
bonds will be issued on an as-needed
basis, so that financing will keep
pace with, but not precede, residen-
tial development. The first bonds,
worth $2.3 million, were issued in
August 1978 to pay for the facilities
to serve several residential develop-
ment projects. To date no develop-
ment has been delayed because of
lack of water.

The District, long known for the
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quality of its services and its fiscal
prudence, has made few organiza-
tional changes to meet the enormous
development challenge. One of its
staff was made project manager to
coordinate District efforts in the
developing areas and twoemployees
were added to the staff to handle the
increased workload. Accounting
procedures have been strengthened
to keep track of the surge of capital
outlay expenditures.

The Yorba Linda County Water
District clearly demonstrates the
inherent ability of independent
water districts to respond to the
needs created by urban develop-
ment, and to respond with the least
possible delay to the developers and
the least possible cost to the public.






two irrigation districts, two water
districts, 12 municipal water dis-
tricts, one public utility district and
one military reservation. Seven
other cities lie within the Authori-
ty’s service area but are not separate
member agencies. Some 98 percent
of the total population of San Diego
County, or 1,600,000 people, are
served daily. More than 90 percent
of all water used by its member
agencies was provided by the
Authority.

The Authority is governed by a
32-member board of directors
composed of at least one director
from each member agency who is
appointed by its chief executive
officer with the consent of its
governing body. Members hold
office for a term of six years. They
are subject to recall by a majority
vote of the legislative body they
represent.

The member agencies are entitled
to one additional representative for
each full five percent of assessed
value of property taxable by the
Authority within their area. The
voting power, however, is distrib-
uted on the basis of one vote for each
$5 million or major fraction thereof
of assessed valuation of taxable
property within the Authority’s
area, with the important provision
that no agency shall have more than
50 percent of the voting strength of
the board.

The total investment in plant for
the Authority at June 30, 1977, was
$209,243,744. Long-term debt

totaled $71,293,025. This debt
consisted of general obligation
bonds, contractual obligations tothe
United States Government and
annexation charges.

Heretofore, debt service require-
ments have been provided by
revenues from ad valorem taxes
levied against all taxable property
within the Authority. The tax rate
has varied from a low of 4 cents per
$100 to 12 cents per $100 assessed
valuation. With the enactment of
Proposition 13, legislative clarifica-
tion and new directions will be re-
quired inthe futurefor all financing
of water projects.

Annual tax levies by the Water
Authority for voter approved debt
incurred prior to Proposition 13
may be met by a member agency
from any funds available, including
water revenue. The City of San
Diego follows this procedure: land-
owners in the City of San Diego do
not pay ad valorem taxes for Water
Authority levies. The City of San
Diego, instead, pays its Water
Authority tax revenue liability
from water revenues.

The Authority service area is
served by two aqueducts. The first
aqueduct has two pipelines which
were completed in 1947 and 1955.
The first pipeline of the second
aqueduct was completed in 1970. A
blend of water is provided through
the State Water Project and
Colorado River Aqueduct.

Future water needs for agrowing
San Diego region is the prime
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concern of the Authority and its
member agencies. A series of
studies has been conducted in recent
years to determine the best means of
meeting these future demands. It
was concluded that a fifth pipeline,
together with sound water conser-
vation and reclamation practices,
would provide an ample supply to
the year 2020.

Good relations exist between the
Authority, its member agencies,
other units of government, and
civie, professional, business, and
community groups.

This is illustrated by the recent
program of water conservation.
During the 1976-77 drought year,
the Water Authority, the City of San
Diego, the County of San Diego and
various civie, business, government
and professional groups formed a
Water Conservation Task Force to
provide direction in water conserva-
tion. The Metropolitan Water
District had suggested that its
member agencies reduce water
consumption by 10 percent of that
used the previous year. The com-
munity of San Diego, with the
assistance of the Task Force,
overwhelmingly responded. A net
savings of 16 percent was theresult,
on a voluntary basis.

The creation of the County Water
Authority, managed by local
government, continues to provide
the best vehicle for providing water
to San Diego County for its domes-
tic, industrial and agricultural use.
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