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I. Summary 
 

Golden State Water Company (GOLDEN STATE) provides water service to the residents of Ojai and has 

historically charged higher rates than the water service agencies in the surrounding area.  In 2008 

GOLDEN STATE increased its water rates by 34.9%.  GOLDEN STATE now claims that the water system is 

in poor condition requiring a large capital investment over the next 20 years.  GOLDEN STATE intends to 

pay for a $27.8 million capital improvement plan through even higher water rates.  In January 2011 

GOLDEN STATE implemented another rate increase of 26.2%.  The issue evaluated in this analysis is can 

water service of equal or better quality than GOLDEN STATE be provided to the community of Ojai at a 

lower cost. 

 

GOLDEN STATEΩǎ ǎŜǊǾƛŎŜ ŀǊŜŀ ƛǎ ŀƭƭ ǿƛǘƘƛƴ ǘƘŜ ōƻǳƴŘŀǊƛŜǎ ƻŦ ǘƘŜ /ŀǎƛǘŀǎ aǳƴƛŎƛǇŀl Water District 

(CASITAS).   The residents of Ojai have historically paid property taxes to CASITAS and have indirectly 

purchased supplemental CASITAS water through GOLDEN STATE.  CASITAS has historically operated a 

much larger water system than GOLDEN STATE and CASITASΩs water rates are less than one-half 

GOLDEN STATE rates.  If CASITAS water rates are applied to water sales in Dh[59b {¢!¢9Ωǎ Ojai service 

area the residents would collectively save $3.14 million per year, based on the current rates of both 

organizations.   

 

The replacement of GOLDEN STATE with CASITAS would require the purchase of Dh[59b {¢!¢9Ωǎ water 

system through a negotiated sale or eminent domain.  The estimated cost of acquisition is $17.0 to 

$25.0 million including legal expenses.  The range is driven by how long acquisition will take and how 

much the net value of Dh[59b {¢!¢9Ωǎ water system changes as it implements capital improvements. 

Capital will be needed for improvements to the Ojai water system regardless of which organization 

operates the system.  The estimated capital needed to complete the GOLDEN STATE master plan by 

CASITAS, following acquisition, ranges from $15.0 to $24.0 million.  As GOLDEN STATE implements the 

master plan less capital will be required by CASITAS. 

 

The Ojai water service area can afford to spend as much as $3.14 million dollars per year, the difference 

between GOLDEN STATE rates and CASITAS, to acquire GOLDEN STATE.  The $3.14 million dollars per 

year can be used to service the debt on various types of municipal bonds to raise needed capital. The 

debt service on the bonds can be paid through property taxes or through a surcharge on water use.  

Although repayment through property taxes offers some advantages it is very difficult to equitably 

allocate the costs on property.  The alternative of applying a surcharge seems the most equitable 



Feasibility Analysis ς March 20, 2011 (RHH) 
 

Page 4 of 57 
 

method of financing because the burden of debt repayment will be directly related to water 

consumption.  Those using little water will pay less and efforts to conserve water will be rewarded. 

 

The surcharge also offers flexibility in financing the acquisition.  A combination of debt to meet 

immediate capital requirements, along with a long-term revenue stream to finance άpay-as-you-goέ 

capital improvements, offers time to evaluate ǘƘŜ ǿŀǘŜǊ ǎȅǎǘŜƳΩǎ ƴŜŜŘǎ and build financial reserves to 

address future capital requirements.  In the worst case scenario Revenue Bonds for as much as $26.0 

million would finance the purchase of GOLDEN STATE, reimburse CASITAS for the legal costs of 

acquisition, and provide $1.0 million for immediate system integration measures.  A surcharge of $2.50 

per CCF of water would cover the debt service on the $26.0 million bonds and provide a revenue stream 

of $750,000 to $1,300,000 per year for up to 30 years to fund a άpay-as-you-goέ capital improvement 

plan.  

 

A surcharge of $2.50 per CCF on all water use would finance the acquisition of GOLDEN STATE and 

provide an immediate savings of $1.0 million per year to the Ojai residents.  The average or άǘȅǇƛŎŀƭ 

ŎǳǎǘƻƳŜǊέ ƛƴ ǘƘŜ hƧŀƛ ǎŜǊǾƛŎŜ ŀǊŜŀ Ƙŀǎ ŀ рκу ƛƴŎƘ ƳŜǘŜǊ ŀƴŘ ǳǎŜǎ нс //C ƻŦ ǿŀǘŜǊ ǾŜǊȅ ǘǿƻ ƳƻƴǘƘǎΦ  ¢ƘŜ 

άǘȅǇƛŎŀƭ ŎǳǎǘƻƳŜǊΩǎέ ōƛƳƻƴǘƘƭȅ ǿŀǘŜǊ ōƛƭƭ ƛƴ нлмм ŦǊƻƳ Dh[59b {¢!¢9 ƛǎ ϷмрмΦмпΦ  ²ƛǘƘ ǘƘŜ ǎŀƳŜ 

service from CASITAS - including a $2.50 per CCF surcharge - ǘƘŜ άǘȅǇƛŎŀƭ ŎǳǎǘƻƳŜǊΩǎέ ōƛƭƭ ǿƻǳƭŘ ōŜ 

$127.50, an annual savings of $141.00.  It is projected that the savings will be $1500.00 per year by 

2025. 

 

The acquisition of GOLDEN STATE would not burden C!{L¢!{Ωǎ current ratepayers with an unfunded 

liability.  There would be no net increase in water demand because the Ojai service area uses local 

groundwater and has historically used supplemental water from Casitas.  The acquisition of GOLDEN 

STATE would increase /!{L¢!{Ωǎ revenues beyond the cost to operate the Ojai system.  Capital to 

address the majority of unresolved deficiencies in the Ojai system infrastructure are included in the 

funds to be collected through the water surcharge.  Within approximately 18-20 years operating 

revenues from the Ojai service area would become an asset that will reduce the financial burden on all 

C!{L¢!{Ωǎ current rate payers. 

 

It is feasible to provide water service of equal or better quality than GOLDEN STATE to the community of 

Ojai at a lower cost.  The Ojai service area can generate a savings of $3.14 million per year by the 

acquisition of the GOLDEN STATE water system.  The potential saving is more than adequate to fund the 

up-front capital requirements of acquisition through the sale of Revenue Bonds and to generate a long-

term revenue stream to address system improvements.  With implementation of a $2.50 per CCF 

surcharge on water use Ojai residents will realize an initial annual savings of nearly $1.0 million and a 

projected savings of $3.48 million per year by 2025. 

 

The following are the details of this analysis. 
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II. ISSUE 

The residents of the City of Ojai are provided water service by Golden State Water Company (GOLDEN 

STATE).  In 2008 GOLDEN STATE increased its rates by 34.9%.  In October 2010 GOLDEN STATE again 

increased its rates by approximately 4.8% (PUC Sept. 2010).  On November 16, 2010 GOLDEN STATE was 

granted approval by the California Public Utilities Commission (PUC) to increase its rates by 26.2% in 

2011 (PUC November 2010).  GOLDEN STATE also applied for an increase in 2012 (GOLDEN STATE 

January 2010).   The rational for these increases is GOLDEN STATEΩǎ ŎƭŀƛƳ ǘƘŀǘ ǘƘŜ ǿŀǘŜǊ ǎȅǎǘŜƳ ƛǎ ƛƴ 

poor condition requiring extensive capital investment.  GOLDEN STATEΩǎ нлмл ǊŜǇƻǊǘ ǘƻ ǘƘŜ t¦/ 

describes the need for $27.7 million in capital projects over the next 20 years (GOLDEN STATE Aug 

2010).  GOLDEN STATE will seek to recover this capital, and a rate of return of 8% or more, from on-

going increases in water rates.  The residents of Ojai already pay more than twice as much for water as 

the surrounding communities. 

Can water service of equal or better quality than GOLDEN STATE be provided to the community of Ojai 

at a lower cost? 

 

III. INTRODUCTION 

This report is intended to evaluate the feasibility of Casitas Municipal Water District (CASITAS) acquiring, 

operating, and maintaining the water service system in Ojai; and providing that service at a lower cost 

than GOLDEN STATE.  The focus of this analysis is on the financial feasibility.  The legal feasibility is not 

evaluated here and will require review by those experts in the field.  The quality of GOLDEN STATE 

service is not evaluated in this analysis.  For the purpose of this discussion GOLDEN STATE and CASITAS 

are considered equally capable of providing water service to the Ojai area.   

Although several types of organizations were considered as candidates to compete with GOLDEN STATE 

in this evaluation CASITAS was selected because it has an existing and a historical comparable water rate 

structure, it geographically and politically encompasses the entire GOLDEN STATE service area, and 

CASITAS has the resources available to take on the operation of the GOLDEN STATE system.  

This report has been prepared independently by Richard H. Hajas, a resident of Ojai, and is not 

associated with and does not represent CASITAS. 
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IV. DEFINITIONS OF TERMS USED IN THIS REPORT 

One Hundred Cubic Foot of Water (CCF) 

Terms used as measurements of water vary by organization, type of application and the relative volume 

of water measured.  Gallons, cubic feet, hundreds of cubic feet (CCF), and acre feet are only some of the 

terms used in the water industry and in agriculture.  For the pǳǊǇƻǎŜ ƻŦ ǘƘƛǎ ǊŜǇƻǊǘ ǘƘŜ ǘŜǊƳ ά//Cέ, one 

hundred cubic feet of water, ǿƛƭƭ ōŜ ǳǎŜŘ ǿƘŜƴ ǊŜŦŜǊŜƴŎƛƴƎ ǿŀǘŜǊ ǳǎŜΦ  hƴŜ ά//Cέ ƛǎ Ŝǉǳŀƭ to 746 gallons 

of water.  GOLDEN STATE and CASITAS, as well as, Ƴƻǎǘ ƳǳƴƛŎƛǇŀƭ ǿŀǘŜǊ ŀƎŜƴŎƛŜǎ ǳǎŜ ǘƘŜ ά//Cέ ŀǎ ǘƘŜ 

unit of measure for selling water.  GOLDEN STATE and CASITAS water rates are based oƴ ά//CέΦ  ά//Cέ ƛǎ 

used on GOLDEN STATE billing statements. 

Billing Cycles (Bi-monthly verses monthly) 

GOLDEN STATE and CASITAS ōƛƭƭ ǘƘŜƛǊ ŎǳǎǘƻƳŜǊǎΩ ōƛ-monthly.  Both organizations however publish their 

water rates in terms of monthly rates.  This unfortunately leads to some confusion when discussing the 

costs of water and drawing comparisons between organizations or even historical comparison within the 

same organization.  One finds facts stated in terms of monthly costs and bi-monthly costs often 

intertwined.  To add further confusion GOLDEN STATE has requested the PUC to authorize a change 

from bi-monthly to monthly billing cycles beginning in 2011.  For the purposes of this report bi-monthly 

water costs will be used exclusively.  All comparison of costs both historically and between organizations 

will be in bi-monthly increments.  

Typical GOLDEN STATE Customer 

Over two-thirds of GOLDEN STATE customers in the Ojai service area have 5/8 inch meters (GOLDEN 

STATE DEC. 2009).  GOLDEN STATE ŎƛǘŜǎ ǘƘŜƛǊ ŀǾŜǊŀƎŜ ƻǊ άǘȅǇƛŎŀƭ ŎǳǎǘƻƳŜǊέ ŀǎ ŀ рκу ƛƴŎƘ ƳŜǘŜǊŜŘ 

service using an average of 13 CCF per month or 26 CCF bi-monthly (GOLDEN STATE to the Ojai City 

Council January 26, 2010).  Based on the number of customers with 5/8 inch meters and the total 

GOLDEN STATE water sales data, this seems to be a reasonable characterization of a typical GOLDEN 

STATE ŎǳǎǘƻƳŜǊΦ  ¢ƘǊƻǳƎƘƻǳǘ ǘƘƛǎ ǊŜǇƻǊǘ ǘƘŜ ǘŜǊƳ άǘȅǇƛŎŀƭ ŎǳǎǘƻƳŜǊέ ǿƛƭƭ ǊŜŦŜǊ ǘƻ ŀ рκу ƛƴŎƘ ǎŜǊǾƛŎŜ 

using an average of 26 CCF bi-monthly.  
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V. BACKGROUND ON CASITAS 

CASITAS is a municipal water district operating under the authority of the Municipal Water District 

Section of the California Water Code.  CASITAS has an elected governing body and an administrative 

structure defined by California law.  CASITAS has the powers and authority to hold elections, sell 

municipal bonds and acquire property through eminent domain (Water Code Division 20).  The entire 

GOLDEN STATE service area lies within the CASITAS boundaries and the area is already represented by 

an elected member of the Casitas Board of Directors.  GOLDEN STATE customers are indirect customers 

of CASITAS in that GOLDEN STATE buys a portion of the water they deliver in Ojai from CASITAS.  

Properties in Ojai pay property taxes to CASITAS and have contributed to the repayment of the original 

construction loan that financed Casitas Dam and the Casitas water delivery system. 

CASITAS has the expertise to operate the water system.  CASITAS employs a staff of engineers and 

certified operators that operate the Casitas Dam, water treatment plant, and water transmission and 

distribution systems.  CASITAS serves over 12.0 million gallons per day of wholesale water, irrigation 

water and residential water.  The residential communities of Oak View, Mira Monte, Foster Park, Faria 

Beach, Solimar Beach, La Conchita, and Rincon Del Mar are served by CASITAS.  Exhibit A (Map of 

CASITAS) highlights CASITASΩǎ ŘƛǎǘǊƛŎǘ ōƻǳƴŘŀǊƛŜǎΦ 

CASITAS operates several large pipelines within the City of Ojai.  CASITAS operates large water storage 

tanks above Fairview Road, Villanova Road and Reeves Road all of which supply the Ojai service area.  

/!{L¢!{Ωǎ ǎȅǎǘŜƳ is interconnected to GOLDEN STATEΩǎ ǎȅǎǘŜƳΦ 

Historically, CASITAS has successfully maintained its infrastructure with routine capital replacement 

projects; capital improvements, such as the water filtration plant; and responded to pipeline failures 

caused by the areas catastrophic flood events.  CASITAS has maintained both the technical resources 

and financial resources to effectively manage the system.   The residents of Ojai have and continue to 

contribute to CASITASΩǎ ƻǇŜǊŀǘƛƻƴ ǘƘǊƻǳƎƘ ǇǊƻǇŜǊǘȅ ǘŀȄ ŀƴŘ ǿƘƻlesale water purchases through 

GOLDEN STATE. 

CASITAS has established water rates which offer a comparison to GOLDEN STATE.  CASITAS also has a 

long water rate history that serves as a comparison to GOLDEN STATEΩǎ ƘƛǎǘƻǊȅΦ 
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VI. BACKGROUND ON GOLDEN STATE OJAI OPERATION 

GOLDEN STATE, formally Southern California Water Company, is an investor owned company and a 

subsidiary of American States Water Company.  GOLDEN STATEΩǎ ƘŜŀŘǉǳŀǊǘŜǊǎ ƛǎ ƛƴ {ŀƴ 5ƛƳŀǎΣ 

California.  GOLDEN STATE serves approximately 75 cities aƴŘ Ƙŀǎ ǎŜǊǾŜŘ hƧŀƛ ǎƛƴŎŜ ǘƘŜ ŜŀǊƭȅ мфолΩǎΦ  

GOLDEN STATE operates under the jurisdiction of the California Public Utilities Commission (PUC), 

headquartered in San Francisco. 

GOLDEN STATE serves approximately 2880 metered connections (GOLDEN STATE Dec. 2009) in Ojai.  

Exhibit B (Map of GOLDEN STATE service area) contains a map highlighting the Ojai water service area.  

Total annual water sales are 859,187 CCF (GOLDEN STATE Dec. 2009) of water equivalent to an average 

of 2.0 million gallons of water per day.  Total water service revenues for year end 2009 were $4,307,900 

(GOLDEN STATE Dec. 2009).   

Dh[59b {¢!¢9Ωǎ ǇǊƛƳŀǊȅ ǎƻǳǊŎŜ ƻŦ ǿŀǘŜǊ ǎǳǇǇƭȅ is from five wells located in the Ojai Groundwater 

Basin.  GOLDEN STATE pumps groundwater through a treatment facility and distributes the water 

throughout the Ojai area.  The primary water storage tank is located on Fairview Road.  Other storage 

tanks and lift stations deliver water to the higher elevations of the area on Foothill Road and Signal 

Street.  GOLDEN STATE also purchases about 15% of its supply as supplemental water from CASITAS 

through five metered interconnections.   Dh[59b {¢!¢9Ωǎ ǘƻǘŀƭ ƻǇŜǊŀǘƛƴƎ expenses for 2009 were 

$2,214,500.  Included in these expenses is $217,060 for energy, $92,000 for water treatment, $371,046 

for water purchases and $775,000 for administration (GOLDEN STATE Dec. 2009). 

GOLDEN STATEΩǎ нуу0 metered connections range in size from 5/8 inch diameter to 6 inch diameter 

meters (GOLDEN STATE Dec. 2009).  Smaller meter diameters are capable of delivering 15-25 gallons per 

minute of water while larger meters can deliver hundreds of gallons per minute.  Over two-thirds of 

GOLDEN STATE customers have 5/8 inch meters.  The distribution of GOLDEN STATE customers by meter 

size and the flow capacity of each size are contained in Exhibit C.  

Although GOLDEN STATE sells nearly 900,000 CCF of water per year, GOLDEN STATEΩǎ άǘȅǇƛŎŀƭ ŎǳǎǘƻƳŜǊέ 

uses 13 CCF per month or 26 CCF per bi-monthly billing period.  
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VII. WATER RATES 

Current Water Rates 

The 2011 water rates for GOLDEN STATE are contained in Exhibit D.  CASITAS water rates are contained 

in Exhibit E.  The rates are in two parts: service charges (or meter charges) based on the size of the 

metered service and commodity charges for water use.  Each organization employs inclining tiered 

water rates for residential water customers.   GOLDEN STATE has three tiers and CASITAS has four tiers.  

Both organizations bill on a bi-monthly basis, therefore the monthly service charges applied for two 

months service and the tiers are based on two months of water use.   

GOLDEN STATE offers 10 CCF of water every two months at the Tier No. 1 rate of $3.34 per CCF.  

CASITAS offers 20 CCF of water every two months at the Tier No. 1 rate of $0.831 per CCF.  CASITAS also 

has a business, recreation and residential-agricultural rates that maybe applicable to some Ojai area 

services.  These rates are a single rate for all water used.  The business and recreation rate is $1.524 per 

CCF.  

GOLDEN STATE also adds surcharges to standard rates from time to time.  Beginning in 2008 a surcharge 

of $0.033 is added to GOLDEN STATE published rates for all water sold.    In April 2010 GOLDEN STATE 

was authorized to add $0.170 to all Tier No. 1 water, $0.183 to Tier No. 2 and $0.214 to Tier No. 3 for a 

period of twelve months; and in October 2010 a surcharge of $0.1845 was added (Cal PUC Sheet No. 

5990-W).  For the purpose of this analysis and for the sake of simplicity only GOLDEN STATE standard 

published rates are used, none of GOLDEN STATE surcharges are added.   Therefore the actual cost of 

GOLDEN STATE water is about 4.8% higher than stated throughout this analysis. 

Both organizations charge bi-monthly service or meter charges based on the size of the meter serving 

the property.  GOLDEN STATEΩǎ ƭƻǿŜǎǘ ƳŜǘŜǊ ǎŜǊǾƛŎŜ ŎƘŀǊƎŜ ƛǎ ŀǇǇƭƛŜŘ ǘƻ рκуέ ƳŜǘŜǊ ǎŜǊǾƛŎŜǎΦ  ¢ƘŜ 

charge is $60.20 bi-monthly.   Although CASITAS Ƙŀǎ ǎƻƳŜ рκуέ ƳŜǘŜǊǎ ƛǘǎ ǎƳŀƭƭŜǎǘ ǎŜǊǾƛŎŜ ŎƘŀǊƎŜ ƛǎ 

applied to both 5/8 inch and ¾ inch meter services.  CASITASΩǎ ƭƻǿŜǎǘ ƳŜǘŜǊ ǎŜǊǾƛŎŜ ŎƘŀǊƎŜ ƛǎ ϷоуΦон ōƛ-

monthly. 

Both GOLDEN STATE and CASITAS bill their customers on a bi-monthly basis.  GOLDEN STATEΩǎ άǘȅǇƛŎŀƭ 

ŎǳǎǘƻƳŜǊέ ƛǎ ōƛƭƭŜŘ Ϸ151.14 for two months water service.  If CASITAS rates were applied, the same 

customer would be billed $62.54.   

Chart A below compares GOLDEN STATE charges for water service to a variety of customer types.  The 

ŎƘŀǊǘ Ŏƻƴǘŀƛƴǎ ŜȄŀƳǇƭŜǎ ƻŦ ŎǳǎǘƻƳŜǊǎ ǳǎƛƴƎ ƭŜǎǎ ǿŀǘŜǊ ǘƘŀƴ ǘƘŜ άǘȅǇƛŎŀƭ ŎǳǎǘƻƳŜǊέ, as well as, those 

with larger meters and higher water consumption.  In each case the GOLDEN STATE customer is paying 

twice as much for water as would be charged by CASITAS.  ¢ƘŜ ŎƘŀǊǘΩǎ Řŀǘŀ is contained in Exhibit F. 
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Chart A 

 

GOLDEN STATE charges based on Cal. PUC Sheet 5990-W (excluding surcharges). CASITAS charges based on 

residential rates in CASITAS 9.2.4 Rate Schedule 

 

 

 

History of Water Rate Increases 

Historically GOLDEN STATE rates have been consistently higher than CASITAS.  Chart B compares the 

historical cost to the typical GOLDEN STATE customer with the cost when CASITASΩǎ historical charges 

are applied for the same service. 
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Chart B 

GOLDEN STATE and CASITAS Historical Increases in Water Charges 

ά¢ȅǇƛŎŀƭ /ǳǎǘƻƳŜǊέ .ƛ-monthly Costs 

(5/8 inch meter using 26 CCF bi-monthly) 

 

Casitas rates have increased over the past 20 years at an average rate of 4.2% per year with the highest 

single rate increase of 13% in 2003.  GOLDEN STATE rates increased an average of 7.9% over the same 

period with the single highest increase of 34.9% in 2008.  Chart B data is contained in Exhibit G. 

 

Total Cost of Service 

The total cost to the residents of Ojai for water service in 2009 was $4.308 million (GOLDEN STATE Dec. 

2009).  Meter service charges account for approximately $1.9 million of GOLDEN STATE revenue based 

on their 2009 meter service charges (Cal. PUC Sheet No. 5779-V) and the number of active services 

(GOLDEN STATE Dec. 2009).   If CASITASΩǎ ƳŜǘŜǊ ǎŜǊǾƛŎe charges were applied to 2009 service the cost to 
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the Ojai area would have been significantly less.  Table I compares GOLDEN STATE to CASITAS meter 

service costs in the Ojai service area. 

 

Table I 

 

In order to apply CASITAS rates to 2009 GOLDEN STATE sales some assumptions about the distribution 

of sales through the various water rate tiers has been developed.  The actual distribution was not 

available.  To complicate matters GOLDEN STATE has only three tiers while CASITAS has four tiers.  

However, with the available information (total water sales, total revenue from sales, the total number of 

services, and the distribution of those services by size) a reasonable attempt at distributing the sales by 

tiers is contained in Exhibit H.  The distribution results in an average of 26 units delivered to the 5/8 inch 

and ¾ inch GOLDEN STATE ŎǳǎǘƻƳŜǊǎΣ ǿƘƛŎƘ ƛǎ ǘƘŜ άǘȅǇƛŎŀƭ ŎǳǎǘƻƳŜǊέ ŎƛǘŜŘ ōȅ GOLDEN STATE.  The 

remainder of the water use is distributed among the larger meters.  The result is total water sold and 

total water revenue very close to GOLDEN STATEΩǎ ǊŜǇƻǊǘŜŘ ƻǇŜǊŀǘƛƻƴǎ.  

GOLDEN STATE revenue from water sales in 2009 was approximately $2.38 million.  If CASITAS rates 

were applied to the same distribution of sales the revenue would have been $977,800.  A comparison of 

the total cost of water service in 2009 from GOLDEN STATE and CASITAS is contained in Table II below.  

The difference in total annual cost to the Ojai area for water service in 2009 was $2.4 million. 

 

 

 

 

 

GSW  (1) (2) Total GSW CMWD (3) (2) Net Annual

Bi-monthly Total Annual Bi-monthly Total Annual

Meter Size Meter Chg Meters Revenue Meter Size Meter Chg Meters Per Meter

5/8 48.30$                 1938 708,780.09$         5/8 38.32$                1938 445,584.96$ 

3/4 72.40$                 195 106,901.50$         3/4 38.32$                195 44,834.40$    

1 120.70$               543 496,269.64$         1 60.06$                543 195,675.48$ 

1 1/2 242.00$               63 115,442.71$         1 1/2 114.39$              63 43,239.42$    

2 386.00$               140 409,190.88$         2 179.60$              140 150,864.00$ 

3 724.00$               7 38,374.90$           3 386.07$              7 16,214.94$    

4 1,208.00$           1 9,146.98$             4 690.36$              1 4,142.16$      

6 2,414.00$           2 36,557.62$           6 1,527.13$          2 18,325.56$    

Total Meter Revenue 1,920,664.30$     Total Meter Revenue 918,880.92$ 

(1) Cal. PUC Sheet No. 5779-V

(2) GSWC Dec 2009

(3) CMWD 9.4.2 Schedule Services Charges

Golden State 2009 Meter Service Charge Revenue Casitas Meter Service Charges Applied to Ojai 
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Table II 

 

 

VIII. THE COST OF ACQUISITION 

If rates were the only issue this analysis would be simple, CASITAS has significantly lower rates than 

GOLDEN STATE.  However, in order to replace GOLDEN STATE with CASITAS ŀǎ ǘƘŜ ŀǊŜŀΩǎ ǿŀǘŜǊ ǎŜǊǾƛŎŜ 

provider the Ojai community would be required to buy GOLDEN STATEΩǎ ǿŀǘŜǊ ǎȅǎǘŜƳΦ  ¢ƘŜ ǇǳǊŎƘŀǎŜ 

could be accomplished through a negotiated sale or through eminent domain.  In either case GOLDEN 

STATE is entitled to the fair market value of the water system.   

There is data available to estimate the fair market value of the water system.  The PUC requires GOLDEN 

STATE to routinely submit information regarding the value of the water system as part of the rate 

setting process.  The ƴŜǘ ŘƻƭƭŀǊ ǾŀƭǳŜ ƻŦ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ƻŦ ǘƘŜ ǳǘƛƭƛǘȅ ƛǎ ŎƻƴǎƛŘŜǊŜŘ ǘƘŜ άǊŀǘŜ ōŀǎŜέΦ  ¢ƘŜ 

άǊŀǘŜ ōŀǎŜέ ƛǎ ŘŜǘŜǊƳƛƴŜŘ ōȅ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŦŀŎǘƻǊǎΥ 

¶ Original cost of the organization, franchise, water rights and other intangibles 

¶ Original cost of land that is used or useful for the utility service 

¶ Original cost of depreciable properties that are used or useful for the utility service 

¶ Reasonable allowance for materials and supplies 

¶ Allowance for working cash 

Less 

¶ Contributions in aid of construction 

¶ Unrefunded advances 

¶ Depreciation reserve 

¶ Differed tax reserve (if any) (PUC June 2001). 

¢ƘŜ άǊŀǘŜ ōŀǎŜέ ƛǎ ǘƘŜ ŦƻǳƴŘŀǘƛƻƴ ƻŦ ǘƘŜ ǊŀǘŜ ǎŜǘǘƛƴƎΦ  ¢ƘŜ ǳǘƛƭƛǘȅ ƛǎ ŀƭƭƻǿŜŘ ŀ ǊŀǘŜ ƻŦ ǊŜǘǳǊƴ ƻƴ ǘƘŜ άǊŀǘŜ 

ōŀǎŜέ ƻŦ ŀǇǇǊƻȄƛƳŀǘŜƭȅ у҈ ǘƻ мл҈ ƻŦ ǘƘŜ άǊŀǘŜ ōŀǎŜέΦ   ¢ƘŜ άǊŀǘŜ ōŀǎŜέ is an important value for the 

ǳǘƛƭƛǘȅ ōŜŎŀǳǎŜ ǘƘŜ ƘƛƎƘŜǊ ǘƘŜ άǊŀǘŜ ōŀǎŜέ ǘƘŜ ƭŀǊƎŜǊ ǘƘŜ ǇǊƻŦƛǘ ǘƘŜȅ ŀǊŜ ŀƭƭƻǿŜŘ ƻƴ ǘƘŜ ƻǇŜǊŀǘƛƻƴ όt¦/ 

WǳƴŜ нллмύΦ  ¢ƘŜǊŜ ƛǎ ƴƻ ƛƴŎŜƴǘƛǾŜ ŦƻǊ ǘƘŜ ǳǘƛƭƛǘȅ ǘƻ ǳƴŘŜǊǎǘŀǘŜ ǘƘŜ άǊŀǘŜ ōŀǎŜέ ǘƘŜǊŜŦƻǊŜ ƳŀƪƛƴƎ ǘƘŜ άǊŀǘŜ 

ōŀǎŜέ ŀ ǊŜŀǎƻnable statement of general value of the utility. 

Golden State Total Casitas Rates 

Water Revenues Applied Difference

Total Meter Charges 1,920,600.00$            918,880.00$                1,001,720.00$            

Total Water Sales 2,388,000.00$            977,800.00$                1,410,200.00$            

Total Cost 4,308,600.00$            1,896,680.00$            2,411,920.00$            

(1)  Exhibit  H contains the method used for distribution of revenues by tiers 

Comparison of Costs to the Ojai Area in 2009 Golden State vs. Casitas (1)
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GOLDEN STATE ǊŜǇƻǊǘŜŘ ŀ άǊŀǘŜ ōŀǎŜέ ŦƻǊ ȅŜŀǊ ŜƴŘ нллф ƻŦ ϷмнΣтмтΣнмфΦлл ό/{²/ 5ŜŎ нллфύΦ    Exhibit I 

ƛǎ ŀ ŘŜǘŀƛƭŜŘ ǎǇǊŜŀŘ ǎƘŜŜǘ ƻŦ ǘƘŜ άǊŀǘŜ ōŀǎŜέ ŦƻǊ нллу ŀƴŘ нллф ŀǎ ǊŜǇƻǊǘŜŘ ōȅ GOLDEN STATE.  The 

άǊŀǘŜ ōŀǎŜέ will change as GOLDEN STATE implements capital projects, existing components of the 

system depreciate, and deductions for contributions in aid of construction, unrefund advances and 

ŘƛŦŦŜǊŜŘ ǘŀȄŜǎ ŦƭǳŎǘǳŀǘŜΦ   ! ŦƻǊŜŎŀǎǘ ƻŦ ǘƘŜ ŦǳǘǳǊŜ άǊŀǘŜ ōŀǎŜέ Ǿŀƭǳe may be estimated by applying an 

implementation schedule of GOLDEN STATEΩǎ Ǉƭŀƴ for water system capital projects with an estimated 

annual depreciation rate.  For the purpose of this analysis only accumulated depreciation will be 

ŘŜŘǳŎǘŜŘ ŦǊƻƳ ǘƘŜ ά¢ƻǘŀƭ DǊƻǎǎ tƭŀƴǘ ƛƴ {ŜǊǾƛŎŜέ ŜŀŎƘ ȅŜŀǊ.  There is no information at this time 

available to estimate future values of contribution- in-aid of construction, unrefunded advances or 

ŘƛŦŦŜǊŜŘ ǘŀȄ ǊŜǎŜǊǾŜǎΦ  ¢ƘŜ ǊŜǎǳƭǘ ǿƛƭƭ ōŜ ŀƴ ŜǎǘƛƳŀǘŜ ƻŦ ǘƘŜ ǾŀƭǳŜ ƻŦ ǘƘŜ ƴŜǘ άtƭŀƴǘ ƛƴ {ŜǊǾƛŎŜέ ǿƘƛŎƘ Ƴŀȅ 

ōŜ ǎƭƛƎƘǘƭȅ ƘƛƎƘŜǊ ǘƘŀƴ ǘƘŜ άǊŀǘŜ ōŀǎŜέΦ  ¢ƘŜ ƴŜǘ άtƭŀƴǘ ƛƴ {ŜǊǾƛŎŜέ ǾŀƭǳŜ ƛƴ нллу ǿŀǎ ϷмоΦс Ƴƛƭƭƛƻƴ ŀƴŘ ƛƴ 

2009 $14.4 million.  This is approximately $2.0 million higher than each yearΩǎ ǊŜǇƻǊǘ άǊŀǘŜ ōŀǎŜέΦ 

GOLDEN STATE developed a capital replacement and improvement plan in 2009 to replace aging 

pipelines and other infrastructure over the next 20 years.  Exhibit J contains the pipeline projects and 

other infrastructure replacement and improvements projects as well as the planned implementation 

schedule.  The total estimated cost of all proposed projects is $27,728,000.  Some of these projects were 

completed in 2010 and the PUC has recommended approval of capital project costs for 2010 and 2011 

(PUC Nov 2010).  The Mutual Water Well replacement project has been approved for 2011-12 ahead of 

original 2016 schedule.  

The PUC has also recommended an annual depreciation rate of 3.95% (PUC Aug. 2010). 

Table III below contains an estimate of the GOLDEN STATE ƴŜǘ άtƭŀƴǘ ƛƴ {ŜǊǾƛŎŜέ ǾŀƭǳŜ ǘƘrough 2020.  

The projection includes projects approved by the PUC for 2010-11 and implementation of the GOLDEN 

STATE scheduled projects over 10 years.  The estimate also assumes a continued annual depreciation 

rate of 3.95%.  The construction of the new Mutual Well is included in New Capital in 2012 because the 

PUC has recommended approval of the project, ōǳǘ ŘƛŘ ƴƻǘ ǊŜŎƻƳƳŜƴŘ ŀŘŘƛƴƎ ǘƘŜ Ŏƻǎǘ ǘƻ ǘƘŜ άǊŀte 

ōŀǎŜέ ǳƴǘƛƭ ƛǘ ƛǎ complete (PUC Nov. 2010). 
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Table III 

 

If acquisition occurred within the next 5 years the estimated fair market value of GOLDEN STATE system 

would be between $16.0 and $21.4 million. 

Capital Cost of Needed Repairs to the GOLDEN STATE System 

Exhibit K contains an inventory of GOLDEN STATE pipelines by age.  Approximately 19% of the pipeline 

system is pre-1фрлΩǎ ǾƛƴǘŀƎŜ ŀƴŘ ŀƴƻǘƘŜǊ мт҈ ƛǎ pre-1960.  As a point of reference CASITASΩǎ ǎȅǎǘŜƳ ǿŀǎ 

ŎƻƴǎǘǊǳŎǘŜŘ ƛƴ ǘƘŜ ŜŀǊƭȅ мфслΩǎ ǿƛǘƘ ǎƻƳŜ ƳŀƧƻǊ ŜȄǇŀƴǎƛƻƴǎ ƛƴ ǘƘŜ ŜŀǊƭȅ мфтлΩǎΦ  GOLDEN STATEΩǎ 

Master Plan would replace over 30% of the entire pipeline system potentially eliminating nearly all of 

the aged pipelines.  The total estimated cost of the pipeline program is $22,178,000 to replace 77,050 

feet of pipe.  Other infrastructure replacement projects in the master plan are water storage tanks, 

booster pumps, and wells.  These projects total $5,550,000.  The total cost of GOLDEN STATEΩǎ aŀǎǘŜǊ 

Plan is $27,728,000. 

For the purposes of this analysis it is assumed that the GOLDEN STATE Master Plan for capital 

replacement and capital improvements is needed to maintain a quality water system.  Therefore the 

potential liability to any agency acquiring the system would include completing the master plan.  As 

GOLDEN STATE implements that plan the value of the net άPlant in Serviceέ of GOLDEN STATE will 

increase, however the needed capital to cover replacements will decrease. Table IV below contains an 

estimated level of needed investment remaining over the next ten years.  If GOLDEN STATE proceeds 

Year Complete Projects (2)Annual Depreciation(3)Gross Plant in Service Net Plant in Service

2008 3,831,000$                       17,768,262$                    13,937,262$                    

2009 930,841$                          4,307,000$                       18,699,103$                    14,392,103$                    

2010 2,018,359$                       5,045,615$                       20,717,462$                    15,671,847$                    

2011 1,178,355$                       5,863,954$                       21,895,817$                    16,031,863$                    

2012 2,792,000$                       6,728,839$                       24,687,817$                    17,958,978$                    

2013 1,630,000$                       7,704,008$                       26,317,817$                    18,613,809$                    

2014 2,830,000$                       8,743,562$                       29,147,817$                    20,404,255$                    

2015 2,160,000$                       9,894,900$                       31,307,817$                    21,412,917$                    

2016 1,290,000$                       11,131,559$                    32,597,817$                    21,466,258$                    

2017 3,935,000$                       12,419,173$                    36,532,817$                    24,113,644$                    

2018 1,440,000$                       13,862,219$                    37,972,817$                    24,110,598$                    

2019 1,410,000$                       15,362,145$                    39,382,817$                    24,020,672$                    

2020 1,080,000$                       16,917,767$                    40,462,817$                    23,545,050$                    

(1) 2008-09 values as reported by Golden State (Golden State Dec. 2009)

(2) 2010-11 Completed Projects as recommended by the PUC (PUC Nov. 2010)

       2012 Includes Golden State scheduled projects and the Mutual Well approved by PUC (PUC Nov 2010)

(3) Annual depreciation rate 2010-2020 3.95% as recommended by the PUC (PUC Nov. 2010)

Projected Accumulated Value of Golden State Plant in Service (1)
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with the schedule of capital improvements and replacements over the next 5 Years, there will remain a 

range of capital needed to complete the 20 year plan of $15.1 to $24.5 million.   

Table IV 

 

Legal Costs of Acquisition 

From the inception of any action to acquire GOLDEN STATE legal cost will begin to accrue.  Some of the 

anticipated services required are: 

¶ Legal services to begin negotiations with GOLDEN STATE 

¶ Legal services to proceed with eminent domain if necessary 

¶ Legal services to complete eminent domain and reach final settlement  

¶ Legal services for bond sales  

¶ Administration of Acquisition 

¶ Intervention in GOLDEN STATE-PUC rate cases 

Some or all of these services will be needed and potentially the most costly would be eminent domain 

and final settlement.  As a result of discussions with members of a citizens group in Felton California, 

who successfully facilitated the acquisition of American Water Company by San Lorenzo Water District, 

it is estimated that a range of $1.0 to $4.0 million may needed to successfully complete a lengthy 

eminent domain process.  The costs would be directly related to the length of the acquisition process.  

An early settlement could cost as little as $1.0 million and a four year eminent domain action could cost 

Year Complete Projects (2) Net Plant in Service Balance of Master Plan

2008 13,937,262$                    

2009 930,841$                          14,392,103$                    27,728,000.00$                          

2010 2,018,359$                       15,671,847$                    25,709,641.00$                          

2011 1,178,355$                       16,031,863$                    24,531,286.00$                          

2012 2,792,000$                       17,958,978$                    21,739,286.00$                          

2013 1,630,000$                       18,613,809$                    20,109,286.00$                          

2014 2,830,000$                       20,404,255$                    17,279,286.00$                          

2015 2,160,000$                       21,412,917$                    15,119,286.00$                          

2016 1,290,000$                       21,466,258$                    13,829,286.00$                          

2017 3,935,000$                       24,113,644$                    9,894,286.00$                            

2018 1,440,000$                       24,110,598$                    8,454,286.00$                            

2019 1,410,000$                       24,020,672$                    7,044,286.00$                            

2020 1,080,000$                       23,545,050$                    5,964,286.00$                            

(1) 2008-09 values as reported by Golden State (Golden State Dec. 2009)

(2) 2010-11 Completed Projects as recommended by the PUC (PUC Nov. 2010)

    2012 - Scheduled projects and the Mutual Well approved by PUC (PUC Nov 2010)

Net Capital Required to Complete Master Plan (1)
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as much as $4.0 million.  Other costs included are CASITAS administrative costs and the cost of 

intervention in future GOLDEN STATE-PUC rate cases to assure GOLDEN STATE invests capital in the 

most needed infrastructure projects. 

 

Total Capital Cost of Acquisition 

Based on the above assumptions the total cost of acquisition including purchase of the GOLDEN STATE 

system, legal costs, and the cost of up-grading the system through completion of the master plan would 

range from $41.5 million today to $40.5 million in five years depending upon the level of investment 

GOLDEN STATE makes into the system over that period.  It is reasonable to expect the acquisition period 

to take anywhere from 2 to 5 years.  Table V below contains the estimated cost of acquisition over the 5 

year period. 

Table V 

 

 

IX. IMPACTS TO CURRENT CASITAS RATEPAYERS  

CASITAS has an obligation to its existing ratepayers and cannot accept any new liability that would result 

in future costs to those ratepayers.  The GOLDEN STATE customers must provide sufficient capital 

and/or a revenue stream that will cover the costs associated with operating and maintaining the 

GOLDEN STATE system, as well as, the cost of needed improvements and replacements to the water 

system. 

General Operations and Maintenance 

GOLDEN STATEΩǎ ǊŜǇƻǊǘŜŘ Ŏƻǎǘ ƻŦ ƻǇŜǊŀǘƛƻƴǎ ƭŜǎǎ ŘŜǇǊŜŎƛŀǘƛƻƴ ŦƻǊ нллф ǿŀǎ Ϸ нΣмнпΣрлл όGOLDEN STATE 

Dec. 2009).  Included in operations cost are $775,200 for administration and $30,500 for rent.   CASITAS 

has a full administrative organization in place and would not need rental property.  Assuming CASITAS 

operates the GOLDEN STATE system in the same manner and that there are no benefits from the 

economy of scale, the estimated net cost to CASITAS would be approximately $1,319,000 per year.   

 

Year Net Plant in ServiceBalance of Master PlanAttorney Fees Net Cost of Acquisition

2011 16,031,863$                    24,531,286$                    1,000,000$           41,563,149$                         

2012 17,958,978$                    21,739,286$                    2,000,000$           41,698,264$                         

2013 18,613,809$                    20,109,286$                    3,000,000$           41,723,095$                         

2014 20,404,255$                    17,279,286$                    4,000,000$           41,683,541$                         

2015 21,412,917$                    15,119,286$                    4,000,000$           40,532,203$                         

Total Estimated Cost of Acquisition 
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Leaks 

The greatest immediate impact to CASITAS may be the number of leaks that occur in the GOLDEN STATE 

system.  GOLDEN STATE has averaged 88 service leaks per year because of the deteriorating 

polyethylene pipe used for some service lines from the main to the meter.  The other issue is pipeline 

leaks.  GOLDEN STATE system experiences an average of 45 pipeline leaks per year.  One of the purposes 

of GOLDEN STATEΩǎ ƳŀǎǘŜǊ Ǉƭŀƴ ƛǎ ǘƻ ǊŜŘǳŎŜ ǇƛǇŜƭƛƴŜ ƭŜŀƪǎ όGOLDEN STATE Aug. 2010).  

It is assumed that at least part of the cost of the leaks is included in GOLDEN STATE operating costs.  In 

addition in 2010 GOLDEN STATE has budgeted $164,000 for services and $89,000 for small main 

replacements.  These capital funds are listed in the budgŜǘ ŎŀǘŜƎƻǊȅ ά.ƭŀƴƪŜǘǎέΦ  ά.ƭŀƴƪŜǘǎέ ŀǊŜ ŦƻǊΣ 

among other things, replacement of meters, services and pipelines that are operationally deficient. (DRA 

May 2010).  The total estimated annual operating costs including leaks would be $1,571,729. Table VI 

contains a summary of estimated cost of operations.  Detailed GOLDEN STATE expenses are in Exhibit L. 

Table VI 

 

Aging Water System 

GOLDEN STATEΩǎ ǎȅǎǘŜƳ ƛǎ ƻƭŘŜǊ ŀƴŘ ǇƻǊǘƛƻƴǎ ƻŦ ǘƘŜ ǎȅǎǘŜƳ Ƴŀȅ ƴƻǘ ƳŜŜǘ CASITAS standard 

specifications for construction.  The capital funds intended to complete GOLDEN STATE Master Plan 

would be used by CASITAS to up-grade the GOLDEN STATE system.   

CASITAS could direct those funds to the areas that would best incorporate the GOLDEN STATE system 

with CASITAS.  CASITAS has existing main water lines that run through the City of Ojai, some paralleling 

(Matilija Conduit, Grande Avenue Main, Ojai Valley Main) GOLDEN STATE that may reduce the need for 

some of GOLDEN STATEΩǎ ǇǊƻǇƻǎŜŘ ǇƛǇŜƭƛƴŜ ǇǊƻƧŜŎǘǎΦ CASITAS has storage (Fairview, Ojai Valley, 

Villanova Reservoirs) in some cases at higher elevations than GOLDEN STATE, potentially eliminating the 

need for some of GOLDEN STATE booster pump stations and even some reservoirs.  Efficient merger of 

the two systems would enable CASITAS to redirect capital funds to other priorities within the GOLDEN 

STATE system.  In some cases the total cost of the GOLDEN STATE master plan may be reduced.  CASITAS 

may also find some facilities and the associated real property unnecessary to the operation, in which 

Golden State 2009 Adjustment Estimated Casitas Cost

Operations Expenses (1)

Total Water Supply 392,804.00$                                392,804.00$                    Includes purchases from Casitas

Total Pumping Expenses 402,907.00$                                402,907.00$                    

Total Treatment Expenses 92,013.00$                                  92,013.00$                       

Total Tran. & Distr. Expenses 271,397.00$                                253,000.00$                    524,397.00$                    Plus "blankets" for leaks (2)

Total Customer Account 161,143.00$                                161,143.00$                    

Sales Expenses (1,535.00)$                                   (1,535.00)$                       

Admin 775,282.00$                                (775,282.00)$                   -$                                   less overhead

Rent 30,503.00$                                  (30,503.00)$                     -$                                   less rent

Total Expenses 2,124,514.00$                            1,571,729.00$                 

(1) Golden State Dec. 2009

(2) "Blankets are misc. capital expenditures reported by Golden State related to meter service and pipeline repairs (Golden State (Dec. 2009)

Golden State Actual 2009 Operating Expenses vs. Estimated Casitas Expenses
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case the proceeds from the sale could be contributed to the master plan.  At least some of these 

facilities will not be necessary if CASITAS were to operate the system. 

Prior to acquisition, Casitas may conduct an evaluation study of the two systems to determine the most 

effective method of system integration.  The study would also result in a revised master plan for system 

improvements and replacements. 

Water Supply 

There would be no net increase in water demand as a result of the acquisition of GOLDEN STATE.  

GOLDEN STATE produces water from local ground water and purchases water from CASITAS as a 

supplemental supply.  If CASTAS acquires GOLDEN STATE ,  CASITAS would acquire the groundwater 

wells  along with the right to continue to produce water in historical quantities for the benefit of the Ojai 

service area. 

Revenue Impacts 

CASITAS would realize new revenue from monthly service fees of $918,000 annually based on CASITASΩǎ 

current service charges and GOLDEN STATEΩǎ ŜȄƛǎǘƛƴƎ ǎŜǊǾƛŎŜ ŎƻƴƴŜŎǘƛƻƴǎΦ   CASITASΩǎ ǘƻǘŀƭ ǊŜǾŜƴǳŜǎ 

from water service would increase by 46% from $1,994,000 to over $2.9 million per year.  CASITAS 

would also see new revenue of approximately $977,800 in water sales based on CASITASΩǎ ŎǳǊǊŜƴǘ Ǌŀǘes.  

This would increase CASITASΩǎ ǘƻǘŀƭ ǿŀǘŜǊ ǎŀƭŜǎ ǊŜǾŜƴǳŜ ŦǊƻƳ ϷсΦср Ƴƛƭƭƛƻƴ ǘƻ ϷтΦ62 million annually 

(CASITAS July 2010).  The net result would be a 15% increase in total water revenues or $1.89 million 

with no additional water demand. With the acquisition of GOLDEN STATE, CASITAS would lose the 

wholesale water revenues from GOLDEN STATE, however for the purpose of this analysis it is assumed 

CASITAS delivers the water at cost, ǘƘŜǊŜŦƻǊŜ Dh[59b {¢!¢9Ωǎ нллф ǇǳǊŎƘŀǎŜǎ ƻŦ ϷотмΣлпс ƛǎ included in 

estimated operating costs to CASITAS (TABLE VI).   

Net Impact to CASITAS 

CASITAS would realize net increase in revenues of $1.89 million and an estimated increase in operation 

cost of $1,571,730 for a net surplus of $324,959 annually at 2010 rates.  If CASITAS directs available 

capital from the acquisition toward projects that reduce service line and pipeline leaks in the early 

stages of the master plan, and is able to take advantage of the economy of scale in reducing overall 

operating expenses, CASITAS could significantly increase the available annual revenue surplus.  In the 

short term the revenue surplus may be needed to address weaknesses in the GOLDEN STATE system, 

however, in the long term the increased customer and revenue base of the Ojai service area could 

reduce CASITASΩǎ financial burden on the entire CASITAS service area.  Table VII summarizes the net 

revenues anticipated by CASITASΩǎ ƻǇŜǊŀǘƛƻƴ ƻŦ ǘƘŜ hƧŀƛ ǎȅǎǘŜƳΦ 
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Table VII 

 

 

X. AFFORDABILITY OF ACQUISITION 

The affordability of the acquisition of GOLDEN STATE can be measured by the cost differential between 

GOLDEN STATEΩǎ ŎƘŀǊƎŜǎ ŦƻǊ ǿŀǘŜǊ ǎŜǊǾƛŎŜ ŀƴŘ CASITASΩǎ ŎƘŀǊƎŜǎ ŦƻǊ ǘƘŜ ǎŀƳŜ service.  Table VIII 

applies 2011 water rates to 2009 GOLDEN STATE water sales.  The result is the estimated total cost of 

GOLDEN STATE water service for 2011 compared to the estimate cost of the same service from CASITAS.  

Based on this simple comparison the residents of the Ojai Area can afford to allocate as much as $3.14 

million annually to acquire GOLDEN STATE.   

Table VIII 

 

                                            Casitas 2010 Water Rates 

                       Applied to Golden State 2009 Sales

Revenues (1)

Meter service charges 918,888.00$                    

Water sales  (retail) 977,800.00$                    

Net Revenue 1,896,688.00$                 

Estimated Expenses 1,571,729.00$                 

Surplus Revenues 324,959.00$                    

(1) Sales Revenues from Exhibit H - Meter charges 

from Table I

Estimated CMWD Surplus Revenues from Operation 

of Ojai Service Area 

Cost Of Water To Ojai Service Area 2011 (1)

Golden State Total (2) Casitas Rates 

Water Revenues Applied Difference

Total Meter Charges 1,920,664.30$            918,880.92$                1,001,783.38$            

Total Water Sales 3,125,051.74$            979,725.86$                2,145,325.88$            

Total Cost 5,045,716.05$            1,898,606.78$            3,147,109.27$            

(1)  Exhibit  G contains the method used to distribute revenues by tiers 

(2) Golden State Rates: Cal PUC Sheet No. 5990-W
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In addition to the differential saving between GOLDEN STATE and CASITAS water rates, there is 

projected surplus revenue from operations of the Ojai Area system by CASITAS of approximately 

$325,000 per year (Table VII) based on GOLDEN STATE 2009 sales.  These surplus funds could also be 

applied to funding the acquisition, bring the total available funding resources to $3.46 million per year.  

 

XI.  ALTERNATIVE FUNDING METHODS 

Regardless of the method of funding it is assumed that acquisition will be authorized by voter initiative.  

Included in the initiative would be the preferred funding strategy. 

Common funding options are various types of long-term municipal bonds secured by property tax or 

revenues from water sales.  Funds can also be raised through surplus annual operating revenues and 

made available for capital improvements on a άpay-as-you-goέ basis. 

A significant amount of capital will be needed to buy GOLDEN STATEΩǎ ǎȅǎǘŜƳ at the time of acquisition.  

Legal costs will begin to accrue before final acquisition; these funds will be needed almost immediately.  

Capital will also be required to complete the most urgent capital replacement projects following 

acquisition to assure that CASITAS can hold down maintenance costs on the system.  Additional funds 

may be needed to finish long-term, less urgent capital improvements needed over the course of 20 to 

30 years following acquisition.  

The criteria used to develop and evaluate the various funding options are: 

¶ Make every effort to distribute both the costs and any potential savings equitably among the 

Ojai service area residents 

¶ Because nearly two-thirds of the GOLDEN STATE customers are 5/8 inch metered services with 

relatively low water use, the impact on them is of primary importance. 

¶ Assure current CASITAS ratepayers that they will not be negatively impacted 

¶ Assure CASITAS that sufficient financial resources are made available to successfully complete 

the acquisition 

¶ Assure CASITAS that sufficient funds are available to service debt and meet future capital 

requirements 

¶ Offer the Ojai residents some immediate relief from the current cost of water. 

 

Sale of Bonds Secured By Property Tax 

The sale of bonds secured by property tax is a common method of funding the acquisition.   Municipal 

bonds, if approved by the voters, may be sold and the proceeds used to cover all or part of the 

acquisition costs.  This option typically is used because the bonds sold are exempt from state and federal 
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income tax and therefore can be issued at a reduced interest rate.  The bonds would be repaid by 

assessing the debt service on the property tax.  This may be beneficial to some as a tax deductible 

expense.  

Exhibit M is a distribution of debt service for $35.0 million in bonds on property tax.  The basis of the 

assessment is a $2.05 ŎƘŀǊƎŜ ǇŜǊ Ǝŀƭƭƻƴ ǇŜǊ ƳƛƴǳǘŜ ŎŀǇŀŎƛǘȅ ƻŦ ǘƘŜ ǇǊƻǇŜǊǘȅΩǎ ƳŜǘŜǊ ǎŜǊǾƛŎŜΦ  ¢ƘŜ 

capacity of the meter is used as a measure of the properties potential for using water.  A rough estimate 

of the number and size of tax exempt properties have been removed from the calculation.  Property 

taxes would range from $369 per year for a 5/8 inch service to $1,230 per year for a 1.0 inch meter, and 

nearly $3,939 per year for a 2.0 inch meter.  Despite these seemingly high assessments, Exhibit M 

illustrates that all but the largest meter services would realize a savings in total water costs over 

GOLDEN STATEΩǎ operation.  A similar method of allocating the cost of acquisition was used in Felton, 

California.    

The disadvantages of this option are: not everyone is able to take advantage of the income tax 

deduction; it is very difficult to equitably distribute the cost of debt service on the property in 

proportion to the benefit of water service.  Some properties may use little water but will pay a tax based 

on water meter size.  Residents with 5/8 inch meters that use less than 16 CCF per billing period would 

realize little or no immediate savings.  Government institutions and some non-profits organizations, 

many of which are large water users, are exempt from property tax and would see a windfall savings at 

the expense of other water users.  

 

Sale of Revenue Bonds Secured by a Surcharge on Water Use 

Revenue Bonds may be sold and secured by water rates.  Revenue Bonds may be sold and used for all or 

part of the acquisition costs.  These bonds could be repaid by applying a fixed surcharge, to be paid only 

by GOLDEN STATE service area customers, in addition to the CASITAS standard rates for water service.  

The surcharge would remain constant and expire upon repayment of the bonds or an agreed term.  The 

burden of repayment would be distributed among the Ojai service area based on water use.  This 

approach offers the most equitable method of repayment.  Those using the most water will benefit from 

the reduced cost of acquisition of GOLDEN STATE and will also contribute the most to the capital cost.  

Low water users will pay less and conservation of water will be rewarded. 

Exhibit N contains the results of applying a $2.50 per CCF surcharge to the current CASITAS water rates.  

The total revenue generated by the surcharge would be $2.15 Ƴƛƭƭƛƻƴ ŘƻƭƭŀǊǎ ǇŜǊ ȅŜŀǊΦ  ¢ƘŜ άǘȅǇƛŎŀƭ 

ŎǳǎǘƻƳŜǊέ ǿƻǳƭŘ ǊŜŀƭƛȊŜ ŀ Ϸ23.50 bi-monthly savings or an annual savings of over $141.00.  The total 

savings to the Ojai Area would be nearly $1.0 million per year (See Table IX). 

At 5.0% interest, financed over 30 years, a debt service of $2.15 million dollars would finance a total 

bond sale of $33.0 million.   
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Table IX 

 

The disadvantages of the Revenue Bond option are the interest rates on this type of bond may not be as 

attractive as bonds secured by property tax and the repayment would not qualify as a tax deduction.  

The other disadvantage is these bonds could not be secured by the revenue from the water surcharge 

until CASITAS completes acquisition.  CASITAS would have to cover the up-front legal costs associated 

with the acquisition until acquisition is complete.  Bond proceeds could then be used to reimburse 

CASITAS. 

Another important concern is that the volume of water sold by GOLDEN STATE varies from year to year 

based on a variety of conditions.  All revenues based on volume of sales will also fluctuate year to year, 

while the debt service will remain constant.   

Variations in water sales are impacted by weather and economic conditions.  The 2009 sales (859,187 

CCF) used in this analysis are the lowest annual sales experienced by GOLDEN STATE in the past 5 years.  

It is reasonable to assume that at least part of the cause of the low sales volume may have been the 

extraordinary economic conditions of 2009 coupled with GOLDEN STATES implementation of a 34.9% 

rate increase. Sales in 2006 were 1,094,227 CCF and the PUC estimates sales for 2011 at 920,500 CCF 

(Cal PUC August 2010).  Actual sales for 2010 were not available in time for this report.  For the purposes 

of this analysis the 2009 lowest sales in 5 years, was used throughout. 

 

 

Combining Bond Proceeds and Revenues from Water Surcharges 

¢ƘŜ ƻǇŜǊŀǘƛƴƎ ōǳŘƎŜǘ ŘƛǎŎǳǎǎŜŘ ŀōƻǾŜ ƛƴŎƭǳŘŜǎ ŦǳƴŘǎ ǘƻ ƻǇŜǊŀǘŜ ǘƘŜ ǎȅǎǘŜƳ άŀǎ-ƛǎέ ǿƘƛŎƘ ŀƭƭƻǿǎ ǘƛƳŜ 

for CASITAS to evaluate and prioritize needed system improvements based on their experience 

operating the system.  Rather than issuing bonds to secure the maximum amount of cash affordable it, 

may be more practical to provide flexibility in structuring debt and managing the annual revenues from 

an applied water surcharge. In the above analysis the estimated total cost of acquisition, plus the 

estimated costs to complete system improvements over a 15-20 year period, is $40.0 to $41.5 million.  

However, Table X illustrates that the maximum amount of cash needed immediately upon acquisition 

Cost Of Water To Ojai Service Area 2011 (1)

Golden State Total Casitas Rates Casitas w/ 

Water Revenues (2) Applied Surcharge Difference

Total Meter Charges 1,920,664.30$            918,880.92$                918,880.92$                1,001,783.38$            

Total Water Sales 3,125,051.74$            979,725.86$                3,130,905.86$            (5,854.12)$                   

Total Cost 5,045,716.05$            1,898,606.78$            4,049,786.78$            995,929.27$                

(1)  Exhibit  G contains the method used to distribute revenues by tiers 

(2) Based on Cal PUC Sheet No. 5990.W excluding Golden State surcharges
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would be $18.0 to $26.4 million depending on the length of the acquisition process.  The capital 

requirement includes $1.0 million to complete construction of any immediately needed systems 

integration.   

Table X 

Cash Requirements 

 

The smaller initial capital outlay reduces the long-term revenues need to service the debt.  Table XI 

contains the resulting debt service requirements for each scenario in Table X and the surplus annual 

revenues from the $2.50 surcharged discussed earlier.  The surplus revenues from the surcharge would 

be available to CASITAS for a period of up to 30 years to fund capital improvements on a άpay-as-you-

goέ basis.   

 

 

 

Table XI 

 

 

 

In addition to the surplus revenues from the surcharge CASITAS will realize a surplus from water sales to 

the GOLDEN STATE service area of approximately $325,000 per year (Table VII) based on GOLDEN STATE 

2009 sales.  These surplus funds could also be applied to a άǇŀȅ-as-you-Ǝƻέ ŎŀǇƛǘŀƭ ǇǊƻƧŜŎǘǎ plan.  Table 

Total Cost of Net Plant Value Estimated Legal Estimated Cost Cash Required Capital Needed to 

Year  Acquisition Golden State Costs of Start Up at Time of Acquisition Complete Master Plan

2011 41,563,149$                    16,031,863$                    1,000,000$           1,000,000$           18,031,863$                         23,531,286$                    

2012 41,698,264$                    17,958,978$                    2,000,000$           1,000,000$           20,958,978$                         20,739,286$                    

2013 41,723,095$                    18,613,809$                    3,000,000$           1,000,000$           22,613,809$                         19,109,286$                    

2014 41,683,541$                    20,404,255$                    4,000,000$           1,000,000$           25,404,255$                         16,279,286$                    

2015 40,532,203$                    21,412,917$                    4,000,000$           1,000,000$           26,412,917$                         14,119,286$                    

Total Captial Annual Annual Annual

Year from Bonds Revenue From Debt Surplus Revenue

Surcharge Service from Surcharge

2011 18,031,863$  2,150,000$           $1,172,999 $977,001

2012 20,958,978$  2,150,000$           $1,363,412 786,588$               

2013 22,613,809$  2,150,000$           $1,471,061 678,939$               

2014 25,404,255$  2,150,000$           $1,652,583 497,417$               

2015 26,412,917$  2,150,000$           $1,718,198 431,802$               
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XII illustrates that a άpay-as-you-goέ funding plan, including surplus operations revenues, would fund 

the acquisition and provided $14.0 to $23.5 million to complete system improvements over 18-20 years.  

Table XII 

Based on GOLDEN STATE 2009 sales and a surcharge of $2.50 per CCF 

 

The option of combing bond proceeds and surplus revenues to finance the acquisition offers the Ojai 

Area residents the same advantages as the Revenue Bonds option discussed above.  The option offers 

an immediate savings and the distribution of costs-benefits is allocated equitably based on water use.  

The added benefits of this option are that it offers CASITAS some insurance that adequate funds will be 

available each year to cover the debt service and it provides a long-term revenue stream of $750,000 to 

$1,300,000 per year for up to thirty years.  This long-ǘŜǊƳ ǊŜǾŜƴǳŜ ǎǘǊŜŀƳ Ŏŀƴ ōŜ ǳǎŜŘ ǘƻ ŦǳƴŘ άǇŀȅ-as-

you-Ǝƻέ ƛƳǇǊƻǾŜƳŜƴǘǎ ǘƻ ǘƘŜ ǿŀǘŜǊ ǎȅǎǘŜƳΣ ōǳƛƭŘ ŎŀǇƛǘŀƭ ǊŜǎŜǊǾŜ ŦǳƴŘǎ ǘƻ ŦƛƴŀƴŎŜ ǳƴŀƴǘƛŎƛǇŀǘŜŘ ŦǳǘǳǊŜ 

capital needs, and build reserves to buffer variations in water sales.   

Once sufficient capital has been generated and operating cost controlled it may be possible to reduce 

the water surcharge on the Ojai Area.  

Preferred Funding Option 

Based on the above analysis the preferred funding option is a combination of Revenue Bonds 

ǎŜŎǳǊŜŘ ōȅ ŀ ϷнΦрл ǇŜǊ //C ǿŀǘŜǊ ǎǳǊŎƘŀǊƎŜ ŀƴŘ ŀ άǇŀȅ-as-you-Ǝƻέ ŎŀǇƛǘŀƭ ƛƳǇǊƻǾŜƳŜƴǘ Ǉƭŀƴ 

funded by surplus revenues from the water surcharge and operations.  This option best satisfies 

the established evaluation criteria sited above. This option offers the following: 

¶ The costs and savings to the Ojai Area residents are equitably distributed based solely on water 

use  

¶ Ojai residents with 5/8 inch meters will realize an immediate 15% reduction in costs 

¶ Adequate funding is provided to operatŜ ǘƘŜ Dh[59b {¢!¢9 ǎȅǎǘŜƳ Ψŀǎ-ƛǎΩ, before 

improvements may be implemented, to assure that CASITAS ratepayers are not negatively 

impacted 

¶ A large continuance of Capital is available through the sale of Revenue Bonds to successfully 

complete the acquisition 

¶ A revenue stream sufficient to service debt and meet future capital requirements is available for 

up to 30 years 

¶ Ojai residents will realize immediate relief from the current cost of water. 

Total Captial Annual Annual Annual Annual Total Annual Additional Years to Complete

Year from Bonds Revenue From Debt Surplus Revenue Surplus from Revenues Capital Required Pay-as-you-go

Surcharge Service from Surcharge Operations Available

2011 18,031,863$  2,150,000$           $1,172,999 $977,001 $324,959 $1,301,960 23,531,286$         18.1

2012 20,958,978$  2,150,000$           $1,363,412 786,588$               324,959$               1,111,547$           20,739,286$         18.7

2013 22,613,809$  2,150,000$           $1,471,061 678,939$               324,959$               1,003,898$           19,109,286$         19.0

2014 25,404,255$  2,150,000$           $1,652,583 497,417$               324,959$               822,376$               16,279,286$         19.8

2015 26,412,917$  2,150,000$           $1,718,198 431,802$               324,959$               756,761$               14,119,286$         18.7
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XII. PROJECTED FUTURE COSTS OF WATER SERVICE 

Using the 20 year history of GOLDEN STATE and CASITAS water rate increases, including the proposed 

$2.50 per CCF water surcharge discussed above, the saving to the Ojai service area would grow from 

$995,000 per year to nearly $3.4 million per year by 2025.  This is considered a reasonable estimate 

when one considers the long water rate history available for comparison as well as GOLDEN STATEΩǎ 

plans to invest over $27.0 million dollars in the water system by 2030.  That investment would be made 

with the intent of gaining a return on the investment of around 8% - 10%.  CASITASΩǎ ǊŀǘŜǎ ǿƻǳƭŘ ƴƻǘ 

increase nearly as rapidly based on their history and; the $2.50 per CCF surcharge is a fixed component 

of the rate, therefore not subject to future rate increases.  (See Chart C). 

Chart C 

Comparison of Projected Total Water Costs to the Ojai Service Area 

Based on 20 Year History of Golden State and Casitas Rate Increases  

With Proposed $2.50 CCF Surcharge 

(Data for Chart C is contained in Exhibit O) 
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.ŀǎŜŘ ƻƴ ƘƛǎǘƻǊƛŎŀƭ ǊŀǘŜ ƛƴŎǊŜŀǎŜǎ ǘƘŜ άǘȅǇƛŎŀƭ ŎǳǎǘƻƳŜǊέ ǿƛƭƭ ōŜ ǇŀȅƛƴƎ GOLDEN STATE $437.00 bi-

monthly for water service by 2025.  If CASITAS projected rates are applied and the $2.50 surcharged 

added, the same customer will be paying $179.60 bi-monthly.  The projected saving is over $255.00 per 

billing period or over $1,500.00 dollars per year by 2025.  (See Chart D.) 

 

Chart D 

Projected Future Bi-ƳƻƴǘƘƭȅ ²ŀǘŜǊ Ŏƻǎǘǎ ŦƻǊ ǘƘŜ ά¢ȅǇƛŎŀƭ /ǳǎǘƻƳŜǊέ 

(5/8 inch meter - 26 CCF) Golden State vs. Casitas with Surcharge   

(Data for Chart D is contained in Exhibit P) 
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XIII. MARGIN OF ERROR 

The margins of error that may be contained in the development of the various elements of this analysis 

are different for each component.  The most subjective element affecting some of the results of this 

analysis are the differences in operating philosophies defined by the rules under which each 

organization operates.  It is worth noting some of these differences to better evaluate the margin of 

error in some of the elements of this analysis.  It is also important to consider GOLDEN STATE philosophy 

carefully because GOLDEN STATE is the source of the bulk of the data used in this analysis. 

GOLDEN STATE Operational Philosophy  

GOLDEN STATE is governed by the PUC and its purpose is to earn a return on the operation to the 

ŎƻƳǇŀƴȅΩǎ ƛƴǾŜǎǘƻǊǎΦ  PUC rules provide incentives to GOLDEN STATE to invest capital in the water 

system and the PUC calculates the ŎƻƳǇŀƴȅΩǎ allowable profit (revenue less expenses) at a level that 

equals 8%-10% return on the investment.  Although the PUC is charged with the responsibility of 

ƳƻƴƛǘƻǊƛƴƎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŜȄǇŜƴǎŜǎ ƻƴŜ Ŏŀƴ ƭŜŀǊƴ ŦǊƻƳ ǊŜǾƛŜǿƛƴƎ ǘƘŜ 5w! ǊŜǇƻǊǘǎ ŀƴŘ ǊŀǘŜ ŎŀǎŜ 

testimony, that the appropriate level of expenses is almost always disputed, but rarely with any tangible 

result.  There appears to be very little evidence in the history of rate case documents of efforts by 

GOLDEN STATE to reduce expenses or to invest capital in cost controls.  This is not faulting GOLDEN 

STATE for there is no incentive to invest in cost reduction, if net revenues are adjusted by the PUC to 

provide a fixed rate of return.  Conversely, there is a significant incentive to gain approval for capital 

investments that will increase thŜ άǊŀǘŜ ōŀǎŜέ ǿƘƛŎƘ ƛƴ ǘǳǊƴ ƛƴŎǊŜŀǎŜǎ GOLDEN STATE total return on 

investment.  Most disturbing is not only the lack of incentive to control capital costs, but rather the 

built-in incentive to inflate the cost of projects to yield a larger basis for return.   

CASITAS Operational Philosophy 

CASITAS is governed by a locally elected board of directors.  The rules under which they must operate 

are dictated by state law which restricts their ability to both raise capital and raise rates.  The local 

voters and CASITASΩǎ ŎǳǎǘƻƳŜǊǎ ƘŀǾŜ ŀ ƎǊŜŀǘ ŘŜŀƭ of influence on how the organization operates.  

Consequently, to be successful the operating philosophy most be focused on cost control, enhancement 

of the longevity of the water system infrastructure, and expending capital efficiently.  Judging the 

success of CASITAS at applying this philosophy is not the issue of this analysis, rather it is simply noted 

that the incentive-disincentives to operate under that philosophy will influence the organizations 

actions. 

 

Historical and Current Data Related to Cost 

The historical cost of water service and the current cost of water service to the GOLDEN STATE service 

area, as well as, the difference in cost when CASITAS rates are applied, are well documented.  Any 

deviation should be within a few percent of the values used. 
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Projected Costs and Projected Rate Increases 

The projected future costs are also well documented.  Over 20 years of data has been used to compare 

the historical rates and rate increases of both organizations and there is no evidence that either 

organization will deviate significantly from those trends.  As the discussion regarding operating 

philosophy indicates each organization is driven by the governing rules and regulations within which it 

operates.  These rules create incentives and disincentives for action.  These rules have been in place 

throughout the 20 year history used to forecast future costs. 

Cost of Acquisition 

The cost of purchasing GOLDEN STATE or the fair market value will likely be disputed by GOLDEN STATE.  

IƻǿŜǾŜǊΣ ǘƘŜ ǳǎŜ  ƻŦ ǘƘŜ ƴŜǘ άtƭŀƴǘ ƛƴ {ŜǊǾƛŎŜέ ƻƴ ŀ ǇǊƻƎǊŜǎǎƛǾŜ ǎŎŀƭŜ ƻǾŜǊ ŀ ǘŜǊƳ ƻŦ ŀŎǉǳƛǎƛǘƛƻƴ ƛǎ ƘŀǊŘ 

to dispute.  There is significant documentation, much of it prepared by GOLDEN STATE, on the basis of 

ǘƘŜ ƴŜǘ άtƭŀƴǘ ƛƴ {ŜǊǾƛŎŜέ ǿƘƛŎƘ ŘƛǊŜŎǘƭȅ ƛƳǇŀŎǘǎ ŜŀǊƴƛƴƎǎ ŀǎ ŘŜǘŜǊƳƛƴŜŘ ōȅ ǘƘŜ άǊŀǘŜ ōŀǎŜέΦ  ¢ƘŜǊŜ ƛǎ ƴƻ 

rational for GOLDEN STATE to understate this value and great incentive to over state the value because 

profits on the operation are so tightly linked to this value.  Also, although a non-PUC regulated company 

can theoretically make unlimited profits from fully depreciated assets, GOLDEN STATEΩǎ ǇǊƻŦƛǘǎ ŀǊŜ 

directly ƭƛƴƪŜŘ ǘƻ ƴŜǘ άtƭŀƴǘ ±ŀƭǳŜέΦ  LŦ ǘƘŜ άtƭŀƴǘέ ǿŜǊŜ Ŧǳƭƭȅ ŘŜǇǊŜŎƛŀǘŜŘ ǘƘŜ άǊŀǘŜ ōŀǎŜέ ǿƻǳƭŘ ōŜ ȊŜǊƻ 

and no return would be allowed.  Therefore, if GOLDEN STATEΩǎ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ǘƘŜ ǳƴ-ŘŜǇǊŜŎƛŀǘŜŘ άtƭŀƴǘ 

ƛƴ {ŜǊǾƛŎŜέ ƛǎ Ŧǳƭƭȅ ǊŜŎƻǾŜǊŜŘ GOLDEN STATE is not harmed. Ultimately an independent appraisal will be 

conducted but there is no evidence that the value would deviaǘŜ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ŦǊƻƳ ǘƘŜ ƴŜǘ άtƭŀƴǘ ƛƴ 

{ŜǊǾƛŎŜέ ǾŀƭǳŜΦ   

The capital cost to complete the GOLDEN STATE master plan is documented in GOLDEN STATE reports.  

The cost of the master plan was used for this analysis because it is believed to be conservatively high.  If 

one examines the historical rate case reports by the DRA and transcripts of testimony GOLDEN STATE 

cost estimate have been questioned.  The DRA has also question the need for some of the very 

expensive projects proposed by GOLDEN STATE (DRA Aug 2010).   Also GOLDEN STATEΩǎ ƳŀǎǘŜǊ Ǉƭŀƴ 

priorities will not likely be the priorities of CASITAS.  It is hopeful that CASITAS would be influenced by 

the rules governing its operations and greatly pair down the GOLDEN STATE cost estimates. 

The estimated legal costs of acquisition are the most difficult to determine.  The range of $1.0 million to 

$4.0 million used in the analysis is the range of error that can be expected. 

 

Funding of Acquisition 

The source of funding for acquisition is well document by the saving realized by applying CASITAS rates 

to the GOLDEN STATE service area.  The rate differential of $3.14 million dollars will easily support a 

water surcharge of $2.50 per CCF and provide the residents of the Ojai area with nearly a $1.0 million 
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saving in the first year.  The projected revenues from the surcharge are based on the lowest water sales 

in the past 5 years, yet still produce sufficient funds to service the debt on a range of bond issuances of 

$18.0 to $33.0 million dollars.  The estimated surplus revenues realized from the water surcharge and 

surplus revenues from operations will fund all of the needed capital improvements to the Ojai water 

system within 18-20 years.  The 30 year term of the surcharge will provided additional funds to build a 

reserve to cover any unanticipated capital improvement needs. 

The estimated surplus operating revenues realized by CASITAS of $325,000 are conservative.  GOLDEN 

STATE actual operation costs were used to calculate the surplus.  It is expected that CASITAS will be able 

to operate for less considering that they historically have operated a much larger and more complex 

water system for proportionally less than GOLDEN STATE operates the Ojai area system.  Operating 

costs are also expected to decline once improvements are implemented to reduce the frequency of 

service line and pipe leaks. 

 

XIV. CONCLUSION 

Water service equal to or better than GOLDEN STATE can be provided to the community of Ojai at a 

significantly lower cost.  Despite an estimated total cost ǘƻ ŀŎǉǳƛǊŜ Dh[59b {¢!¢9Ωǎ ǎȅǎǘŜƳ ŀƴŘ ƳŀƪŜ 

needed water system improvements of $40.5-$41.5 million dollars, the residents of the GOLDEN STATE 

Ojai service area can fund the acquisition over a 30 year term and still realize a reduction in current 

GOLDEN STATE cost.  With the acquisition of GOLDEN STATE by CASITAS, and the implementation of a 

$2.50 per CCF surcharge Ojai will save nearly $1.0 million per year beginning in 2011 and $3.40 million 

by 2025.  All of this can be accomplished while implementing needed system improvements identified in 

GOLDEN STATE master plan. 

The funding option of combined issuance of Revenue Bonds with the use of surplus revenues to finance 

a άpay-as-you-goέ capital improvement plan provides CASITAS with sufficient capital and a long-term 

cash flow to assure its current rate payers that they will not be left to cover stranded costs or be 

burdened with the capital costs needed to improve the Ojai Area system.  In fact within 18 to 20 years 

the CASITAS rate payers may well realize a benefit from the enlarged customer base provided by the 

Ojai Area. 
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Exhibit A 

Casitas Municipal Water District Boundaries 
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Exhibit B 

 

Approximate Boundaries of Golden State Water  

Company Service Area  
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Exhibit C 

 

 

 

 

 

 

 

 

 

(1) (2)

Meter Size Rated Flow Total 

in Inches in GPM Meters

5/8 15 1938

3/4 20 195

1 50 543

1 1/2 120 63

2 160 140

3 320 7

4 1000 1

6 2000 2

Total 2889

(2) From Schedule D-5  "Number of Meters and Services on 

Pipe System at End of Year" - (Golden STate Dec 2009)

Inventory of Meters by Size and Flow Rating

Exhibit C

(1) Ratings based on meters manufactured by Sensus Meter 

Company.  
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Exhibit D-1 
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Exhibit D-2 
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Exhibit E-1 

 

 

 

 

 

 

 

 

 

 



Feasibility Analysis ς March 20, 2011 (RHH) 
 

Page 39 of 57 
 

Exhibit E-2 
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Exhibit F 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                   Chart A

          Golden State vs. Casitas Charges

           For Various Types of Customers

Golden Casitas

5/8" Meter - 16 CCF 115.07$     51.62$    

5/8" Meter - 26 CCF 151.14$     62.54$    

5/8" Meter - 36 CCF 187.10$     76.01$    

1.0" Meter - 72 CCF 366.04$     157.80$  

2.0" Meter - 145 CCF 1,102.30$  391.10$  

        Casitas charges based 9.2.4 Rate Schedule (Residential Rates)

Golden State charges based (excluding 

surcharges) Cal PUC Sheet 5990-W



Feasibility Analysis ς March 20, 2011 (RHH) 
 

Page 41 of 57 
 

Exhibit G 

 

 

 

 

 

    Chart B

GSWC CMWD GSWC (4)CMWD

(1) 90 32.67$    27.00$    Increase Increase

91 35.48$    28.32$    1.086 1.049

92 38.54$    25.59$    1.086 0.904

93 41.86$    28.13$    1.086 1.099

94 45.46$    29.14$    1.086 1.036

95 49.37$    31.07$    1.086 1.067

96 53.63$    33.06$    1.086 1.064

97 58.24$    34.02$    1.086 1.029

98 63.26$    35.07$    1.086 1.031

(2) 99 74.64$    36.94$    1.180 1.053

00 75.05$    39.26$    1.006 1.063

01 71.43$    42.41$    0.952 1.080

02 72.27$    45.02$    1.012 1.062

03 73.86$    50.76$    1.022 1.128

04 77.04$    51.62$    1.043 1.017

05 83.28$    57.16$    1.081 1.107

06 87.69$    61.32$    1.053 1.073

07 92.25$    64.95$    1.052 1.059

08 124.47$  60.94$    1.349 0.938

09 121.74$  62.54$    0.978 1.026

(3) 10 119.55$  62.54$    1.262

11 151.14$  62.54$    

Average increase over 20 Years 1.079 1.042

(2) Rate of Increases 1999-2009 (Golden State August 2010)

(3) Includes Surcharges PUC Advise Letter 1393-W

(4) Casitas Rate History from Casitas Archives Residential Rate

(1) 1990 Charge is from L.A. Times March 22,1990.  Rate 

increase Straight-line average from 1990 to 1999

Golden State and Casitas Historical Increases in Water 

Charges to "Typical Customer"
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Exhibit H 

 

                           Estimated Distribution of Bi-monthly Water Use

                            Among Golden State and Casitas Water Rate Tiers

Casitas Golden State

CCF Revenue CCF Revenue

=>10 0.98 113954 94,696$          113954 380,608$        

=>15 0.9 52326 43,483$          52326 188,164$        

=>20 0.75 43605 36,236$          43605 156,804$        

=>26 0.6 41861 53,038$          41861 150,531$        

=>30 0.4 18605 23,572$          18605 66,903$          

=>34 0.3 13954 17,679$          13954 50,177$          

=>40 0.2 13954 23,275$          13954 50,177$          

=>75 0.01 4070 6,788$            4070 17,101$          

Total 302328 298,767$        302328 1,060,465$    

Average 5/8 inch service26.00

uses :

Casitas (*) Golden State

CCF Revenue CCF Revenue

=>10 0.98 113954 94,696$          113954 380,608$        

=>20 0.95 110466 91,797$          110466 397,236$        

=>34 0.85 138373 175,319$        138373 497,590$        

=>40 0.75 52326 87,280$          52326 188,164$        

=>75 0.18 73256 122,192$        73256 307,823$        

=>100 0.08 23256 38,791$          23256 97,722$          

=>150 0.04 23256 35,442$          23256 97,722$          

=>250 0.02 23256 35,442$          23256 97,722$          

558144 680,959$        558144 2,064,586$    

Totals 860472 979,726$        860472 3,125,052$    

1.14$               

(*) Casitas revenues for sales over 100 

CCF are calculated at the CMWD 

Golden State 2009 tiered rates based on PUC Sheet No. 5894-W excluding all 

surcharges (Exhibit D-2)

Estimated distribution of 

bi-monthly use among 

5/8 & 3/4 metered 

Estimated distribution of 

bi-monthly use among 

1.0' & larger metered 

Golden State reported total water service revenues of $ 4,308,000 in Dec 2009.  

They also reported 859,187 CCF of water sold.  Based on 2880 active services, 

revenues from meter charges were $1.92 million resulting in quantitative 

water revenues of $2.388 million. (Golden State Dec. 2009)
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Exhibit I-1 
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Exhibit I-2 
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Exhibit I-3 
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Exhibit J-1 
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Exhibit J-2 
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Exhibit K 
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Exhibit L-1 
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Exhibit L-2 

 

 


