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Town of
. Apple Valley
Town Council Agenda Report

Date: July 23, 2019 Item No. 9
To: Honorable Mayor and Town Council
Subject: PRESENTATION ON WATER ENTERPRISE TRANSITION PLAN

AND ADOPTION OF RESOLUTION RELATING TO THE RETENTION
OF LIBERTY UTILITIES (APPLE VALLEY RANCHOS WATER)
CORP. EMPLOYEES AND THE RETENTION OF ANY
CONSULTANTS NECESSARY FOR THE ADMINISTRATION AND
OPERATION OF THE SYSTEM

From: Douglas B. Robertson, Town Manager
Submitted by: Douglas B. Robertson, Town Manager

Budgeted Item: [ ] Yes [X] No [] N/A

RECOMMENDED ACTION:

That the Town Council: (1) receive a presentation from the Town Manager on the Water
Enterprise Transition Plan; and (2) adopt Resolution No. 2019-23, authorizing the Town
Manager to employ certain Liberty Utilities (Apple Valley Ranchos Water) Corp. employees
upon the completion of the acquisition of the Apple Valley Water System, directing the Town
Manager to retain such consultants as may be necessary for the administration and operation of
the system, and finding that no further environmental review is required under CEQA.

BACKGROUND

The Apple Valley Water System

The water system currently owned and operated by Liberty Utilities (Apple Valley Ranchos
Water) Corp. (the “Apple Valley Water System” or “System”) is an integrated and independent
water system that provides water service primarily in the Town of Apple Valley.

Acquisition of the Apple Valley Water System

Pursuant to the Resolutions of Necessity adopted by the Town Council on November 17, 2015,
the Town is pursuing the acquisition by eminent domain of the Apple Valley Water System for
multiple reasons, including, but not limited to, the following:

. Longstanding public concern about escalating water rates;

. The significantly higher water rates paid by customers of the Apple Valley Water System
as compared to neighboring jurisdictions;

. The lack of local control over water rates, service, expenditures, and policy;

. The lack of responsiveness and accountability of the corporate owners to concerns of
ratepayers within the service area;

. The lack of transparency in the operation of the Apple Valley Water System; and
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. The lack of long term water planning coordinated with Town planning objectives and
community input..

On December 16, 2015, the owner of the System sued the Town alleging the Town’s approval
of the acquisition via the adoption of the Resolutions of Necessity violated the California
Environmental Quality Act despite the Town having subjected the project to the highest level of
environmental review — an environmental impact report. After a lengthy legal battle, in February
2018, the Court ruled in favor of the Town.

On January 8, 2016, the Town initiated a formal condemnation action to acquire the Apple
Valley Water System. The case is still ongoing and is split into two phases. First, there is the
“right to take” phase, during which a judge will determine whether the Town may acquire the
System. A trial on this phase is set to begin on September 30, 2019. Second, once the Court
concludes that the Town may acquire the System, there is a valuation phase, during which a
jury will determine the fair market value of the System. Following the conclusion of the second
phase, the Town will formally acquire and resume operation of the System. The acquisition of
the Apple Valley Water System has received broad support from the residents of the Town. In
June 2017, Town voters approved Measure F, authorizing the Town to issue up to $150 million
in debt for the purposes of acquiring the System.

ANALYSIS

Water Enterprise Transition Plan

Although no physical changes to the existing system are proposed, the Town’s current Water
Enterprise Transition Plan is the Town Manager’s current working document addressing the
Town'’s plan for transitioning and integrating water administration, operation, and planning into
the existing Town of Apple Valley structure. The Plan is broken down into three phases: (1) a
Pre-Acquisition Phase, consisting of tasks the Town would seek to accomplish in the period
immediately following the Court concluding that the Town has the right to acquire the system;
(2) a Transition Phase, consisting of tasks the Town expects to perform immediately following
acquisition and through the first six months of operation, including a condition assessment; and
(3) an Operations Phase, consisting of tasks the Town expects to perform following the
assessment.

Resolution Authorizing Retention of Employees

In order to deliver on the Town’s promise to residents of improved service, it is important for the
Town to be prepared to initiate specific steps to take over operation of the System as soon as
the Court affirms the Town'’s right to acquire the System. An important part of the preparation is
anticipating staffing needs. To begin the process of addressing such needs, it would be
beneficial to provide assurances to those individuals currently administering and operating the
System regarding the Town’s current staffing plans. Accordingly, along with the presentation of
a Water Enterprise Transition Plan, we are presenting a resolution relating to the retention of
certain System staff for the Town Council’s consideration.

The proposed Resolution would authorize the Town Manager to employ all current employees
of Liberty Utilities (Apple Valley Ranchos Water) Corp., with the exception of executive and
contract employees. Prospective employees must meet certain eligibility criteria including, for
example, that they meet minimum qualifications for the position and are able to meet the
minimum requirements for employment with the Town. The starting salary for said employees
shall be no less than the salary as of July 23, 2019 and employees will be entitled to the same
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benefits as those available to similarly situated Town employees. Employees hired in this
manner would be considered hired on the date they were hired by Liberty for benefit purposes,
with the exception of statutorily-defined benefits such as retirement benefits through CalPERS.
New employees would remain subject to a probationary period in accordance with Town
personnel rules, policies, and regulations. In addition, the Resolution would authorize the Town
Manager to retain such consultants and vendors as he considers necessary for the successful
administration and operation of the System in accordance with the Town’s Municipal Code.

CEQA COMPLIANCE

Water Enterprise Transition Plan

The Water Enterprise Transition Plan presented to the Town Council merely outlines the
anticipated organizational, administrative, and procedural steps that would be undertaken during
the initial months of the Town’s ownership of the System. However, and because the Plan
merely outlines initial operational tasks but does not propose formal policies, physical changes,
or other approvals, the Council need not formally approve the Transition Plan. Further, the Plan
does not propose any physical changes to the System, but instead confirms the steps and
future studies that the Town will need to undertake to evaluate the System as part of the Town’s
operation. As such, the Transition Plan does not require review under the California
Environmental Quality Act. Indeed, CEQA confirms that the “organizational or administrative
activities of governments that will not result in direct or indirect physical changes in the
environment,” “administrative or maintainance activities,” and “general policy and procedure
making” are not “projects” subject to CEQA review. (14 Cal. Code Regs. § 15378.)

Moreover, and even if the Transition Plan were formally adopted, it is limited to the initial
operation of an existing water system and the steps that are needed to evaluate and plan for
potential future actions — actions that are exempt from CEQA review. (14 Cal. Code Regs. 88§
15301 [exempting the operation of “existing facilities™]; 15262 [exempting feasibility and planning
studies].)

Finally, as identified above, the EIR previously certified by the Town Council already included an
analysis of the reasonably foreseeable impacts associated with the Town’s acquisition of the
System and the Town’s subsequent operation of the System. The Transition Plan is consistent
with the analysis already set forth in the previously certified EIR, and no new information of
substantial importanceshowing any new significant environmental impacts (such as changes in
the nature of the acquisition, changes in the circumstances under which the acquisition is
undertaken, or new information) has become available. Thus, no further CEQA review is
required. (Public Resources Code 8§ 21166; 14 Cal. Code Regs. § 15162.)

Resolution Authorizing Retention of Employees

Similarly, the Resolution authorizing the employment of certain Liberty Utilities (Apple Valley
Rancho Water) Corp. employees and the hiring of certain consultants is not subject to CEQA
review. The actions described in the Resolution involve personnel, staffing, and employment
decisions that will not result in any physical changes to the System that may cause direct,
indirect, or cumulative environmental impacts. Accordingly, the adoption of the Resolution is not
a “project” requiring environmental review under CEQA. (14 Cal. Code Regs. 15378
[administrative or maintenance activities, specificallfy including personnel-related actions, are
not CEQA “projects”].)
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Even were the Resolution to be treated as a CEQA “project,” the retention of Liberty Utilities
(Apple Valley Ranchos Water) Corp.’s employees would still be exempt from CEQA pursuant to
14 Cal. Code Regs. § 15301 (the Class 1 “Existing Facilities” exemption), insofar as the
Resolution merely authorizes the continued operation of an existing system by existing
employees.

Finally, the EIR previously certified by the Town specifically described and analyzed Liberty
Utilities (Apple Valley Rancho Water) Corp.’s vendor, service, and “Employee Makeup”’ —
including the approximate number of employees, their roles and responsibilities, and the primary
locations from which employee tasks were undertaken — and confirmed that the Town
anticipated that it could operate the system using approximately the same number of
employees. Thus, the retention of Liberty Utilities (Apple Valley Ranchos Water) Corp.’s
employees is consistent the Town Council’'s previous analysis, and no new information of
substantial importance showing any new significant environmental impacts (such as changes in
the nature of the acquisition, changes in the circumstances under which the acquisition is
undertaken, or new information) has become available. No further CEQA review is required.
(Public Resources Code § 21166; 14 Cal. Code Regs. § 15162.)

FISCAL IMPACT

None associated with receipt and file of this report. Employees retained as a result of the
associated resolution will be funded through the water operations budget once the System is
acquired.

ATTACHMENTS

1. Water Enterprise Transition Plan

2. Resolution No. 2019-23, authorizing the Town Manager to employ certain Liberty
Utilities (Apple Valley Ranchos Water) Corp. employees upon the completion of the
acquisition of the Apple Valley Water System; directing the Town Manager to retain
such consultants as may be necessary for the administration and operation of the
system; and finding that no further environmental review is required under CEQA
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Town of

Apple Valley

A plan for transitioning and
integrating water administration,
operation, and planning into the
existing Town of Apple Valley

WATER strocture,
ENTERPRISE
TRANSITION
PLAN

Mission: To provide a better way of life through local control of public safety,

services and amenities; enhancing our residents’ lives and providing for our
community’s future.

Vision: A premier community, full of first-class amenities, events, and
employment opportunities, Apple Valley will lead the High Desert in public safety
and environmental stewardship defining 'A Better Way of Life.
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BACKGROUND ON THE APPLE VALLEY WATER SYSTEM

The Town of Apple Valley is pursuing the acquisition of the water system currently
owned and operated by Liberty Utilities (Apple Valley Ranchos Water) Corp. (“Water
System”). The Water System is an integrated and independent water system that
provides water service primarily in the Town of Apple Valley and small areas outside the
Town's boundaries. The acquisition of the Water System has received broad support
from the residents of the Town. In June 2017, Town voters approved Measure F,
authorizing the Town to issue up to $150 million in debt for the purposes of acquiring
the Water System.

In November of 2015, the Town Council adopted Resolutions of Necessity to acquire
the Water System by eminent domain. At the time the Water System was owned by
Apple Valley Ranchos Water Company, a subsidiary of the Carlyle Group. Since the
adoption of the Resolutions of Necessity, the System was sold to, and is presently
owned by, Liberty Utilities Corporation (“Liberty”). Liberty is a subsidiary of, and is
owned and controlled by, Algonquin Power & Ulilities Corporation. The Town elected to
acquire the Water System for multiple reasons, including, but not limited to, the
following:

Longstanding public concern about escalating water rates;
the significantly higher water rates paid by customers of the Apple Valley Water
System as compared to neighboring jurisdictions;

. the lack of local control over water rates, service, expenditures, and policy;

. the lack of responsiveness and accountability of the corporate owners to
concerns of ratepayers within the service area;
the lack of transparency in the operation of the Apple Valley Water System; and
the lack of long term water planning coordinated with Town planning objectives
and community input.

On December 16, 2015, the owner of the System sued the Town alleging the Town's
approval of the acquisition via the adoption of the Resolutions of Necessity violated the
California Environmental Quality Act despite the Town having subjected the project to
the highest level of environmental review — an environmental impact report. After a
lengthy legal battle, in February 2018, the Court ruled in favor of the Town.

On January 8, 2016, the Town initiated a formal condemnation action to acquire the
Apple Valley Water System. Liberty has filed a “right-to-take” challenge, contesting the
Town's right to acquire the Water System. The “right to take” trial is set to begin on
September 30, 2019. Once the Court concludes that the Town may acquire the
System, there will be a valuation phase, during which a jury will determine the fair
market value of the Water System. Following the conclusion of the second phase, the
Town will formally acquire and assume operation of the Water System.

Although no physical changes to the existing system are now proposed, the purpose of
this plan is to provide a preliminary transition plan for transition and operations of the

Council Meeting Date: July 23, 2019

9-6



Water System from an organizational, administrative, and procedural standpoint in the
event the system is acquired by the Town. Concurrently with the presentation of this
preliminary transition and operations plan, Town staff is presenting a resolution relating
to the retention of certain staff for the Town Council's consideration. A schematic map
of the Water System from Liberty's documentation is attached hereto as Attachment 1.

TRANSITION AND OPERATIONS PLAN

The Town's plan for transition and operations can be broken into three phases: (1) a
Pre-Acquisition Phase, consisting of tasks the Town would seek to accomplish in the
period immediately following the Court decision concluding that the Town has the right
to acquire the system; (2) a Transition Phase, consisting of tasks the Town expects to
perform immediately following acquisition and through the first six months of operation,
including a condition assessment; and (3) an Operations Phase, consisting of tasks the
Town expects to perform following the assessment.

(1) Pre-Acquisition Phase

The following steps are anticipated to take place prior to the Town taking over operation
of the System. Many of the tasks below will begin immediately upon the Court ruling
that the Town has the right to acquire the System.

Organizational Structure and Retention of Employees

Upon acquisition, the operations portion of the Apple Valley Water Division will become
part of the Public Works Department. Prior to acquisition, staff and consultants will
analyze the current organizational structure in order to ensure a smooth transition.
Where appropriate, employees will transition into Town employment in essentially
similar roles to roles they currently perform. The contemplated organizational structure
for integrating the Water Division into the Town is attached hereto as Attachment 2.

Upon acquisition, the Town will need qualified operators familiar with the water system.
The Town anticipates that, during the Transition Period, the Town will identify a number
of operational efficiencies, nonetheless the Town needs to be prepared to operate the
system from day one. As a result, it would be beneficial for the Town to offer
employment to any and all current non-executive, non-contract employees of Liberty
Utilities who are responsible for the administration and operation of the water system,
subject to certain eligibility criteria. The proposed resolution authorizes the Town
Manager to retain employees on this basis. It also authorizes the Town Manager, to the
extent necessary and subject to Council approval, to assume or continue on-going
contracts relating to the operation and maintenance of the Water System. In the event
the Town is unable to secure sufficient staff to operate the Water System through this
process, the proposed resolution authorizes the Town Manager to retain consulting and
contracted vendor services to ensure the system is operated successfully until such
time as permanent staffing needs are met. At present, Liberty employs a number of
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certified operators in both water distribution and water treatment. A list of certified
operators obtained from Liberty is attached hereto as Attachment 3. There are also
other non-executive and non-contract employees of Liberty Utilities who are responsible
for the administration and operation of the water system, who are not part of the list of
certified operators and are subject to retention. These include customer service
representatives.

During the pre-acquisition phase, the Town Manager will seek to identify a potential
candidate or candidates to fill the role of Public Works Director, currently vacant
awaiting determination on the right-to-take trial, who will report directly to the Town
Manager. The Town Manager will also collaborate with the Town Engineer, the Public
Works Director, and other staff in establishing engineering oversight, IT, SCADA, and
customer billing integration.

Similarly, the Town Manager would work with the Public Works Director to identify other
current Liberty employees to fill managerial and supervisory roles, such as the position
of Water Operations Manager. To the extent these employees cannot or choose not to
transition to town employment, the proposed resolution authorizes the Town Manager to
retain consulting services to ensure the system is operated successfully until such time
as permanent staffing needs are met. Successful candidates will possess, or have the
ability to obtain, the appropriate certifications such as Water Management (D-5), Water
Treatment (T-3), and Waste Water Collection (D-4).

Working in concert with the future Public Works Director, as identified above, the Town
Manager and appropriate staff will evaulate existing water facilities to be acquired in
comparison with the Town-owned Public Works Yard to determine the most efficient use
of land and facilities from which to operate the various divisions of the Public Works
Department, including the new Water Division.

In addition to operations facilities, all administrative functions will be evaulated for
integration with existing Town functions and will continue as they do currently until
integration is tested and complete. Ultimately, billing will be consolidated with other
enterprise functions, such as sewer, trash, and recycling. This consolidation will also
include integration of the customer service representatives for water with customer
service representatives for other municipal services. Evaulation will include current
systems in use by both agencies as well as any new systems that could add
functionality and efficiency.

Financial operations will be incorporated into the Town's general ledger and financial
system as an enterprise fund. As such, all water revenues and expenditures will be
accounted for separately to ensure compliance with state law governing the separation
of finances. Originally adopted, and still commonly referred to as Proposition 218, the
“Right to Vote On Taxes Act” requires public input on proposed taxes and further
requires funds collected to only be used for the purposes the tax or fee was collected.
Annual audits of the water enterprise will be included as a component unit of the Town's
annual audit and presented in the Comprehensive Annual Financial Report (CAFR).
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Human resources and office based information technology will be integrated into
existing Town systems. Supervisory control and data acquisition (SCADA) and GIS
systems currently in use throughtout the water and sewer systems will be evaluated for
integration by the Public Works Director and appropriate staff.

Meeting with Partner Agencies

The Town Manager, Public Works Director, Water Operations Manager, and
appropriate staff from will meet with the all agency partners to prepare for the transition
of operations, including but not limited to:
. State Water Resources Control Board;
Lahontan regional Water Quality Control Board,
Mojave Water Agency;
Apple Valley Fire Protection District;
Victor Valley Wastewater Reclamation Authority
Victorville Water District;
San Bernardino County Department of Public Health;
Community Service Area 64 (or SVL CSD),
Local Agency Formation Commission (LAFCO); and
Golden State Water and any other private water companies, as
necessary.

The Town desires to work with the appropriate current owner's staff and contractors as
early as possible following a favorable decision in the right-to-take trial. While there
may be some discomfort, it is important for our customers and constituents -- who are
one in the same -- to have a smooth transition of services. Partner agency meetings is
one area we can begin to work together prior to transition of employment to the Town.

Preparation of Required State Filings

The federal Safe Drinking Water Act of 1996 (SDWA) requires states to incorporate
technical, managerial, and financial (TMF) capacity into public water system operations.
This requirement helps ensure that public water systems have long-term sustainability
and can maintain compliance with all applicable drinking water laws and regulations. It
included mandates to the states to prevent new non-viable systems. It also mandated
the development and implementation of a comprehensive capacity development
strategy to assist public water systems in obtaining adequate capacity.

The Public Works Director, in association with the appropriate staff, will prepare the
TMF assessment form for submission to the State Water Resources Control Board
(SWRCB). In addition, a change of ownership application for the Water System will also
have to be processed with the SWRCB.
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Water Service Regulations and Policies

The Assistant Town Manager and appropriate staff will reach out to other Califonia
municipalities to request and assess local codes that provide clarity and local control to
existing law in the California Water Code. Using existing rules, policies, and prcedures
of the water company, she will propose additions to the Town's Municipal Code to codify
these policies and procedures, as necessary.

Financing Acquisition

On June 6, 2017, the voters of Apple Valley authorized the issuance of up to
$150,000,000 in water revenue bonds to finance the purchase of the water system from
Liberty Utilities. Utilitzing a financial advisor, the Town will issue a Request for
Proposals to qualified lenders to provide this financing. The Town Manager, Finance
Director, and Public Works Director and staff from the financial advisor will review these
proposals and make a recommendation for selection to the Town Council. The amount
of the debt will be dependent upon the total cost of acquisition, including the legal fees
associated with acquisition and the water system value as determined by the jury in the
valuation phase.

Preparation for Rate Setting

The Town will issue an RFP for a qualified consulting firm to assist with rate setting in
compliance with Proposition 218 which requires that rates for property-related fees are
reasonable and proportional to the cost of providing service. The principal requirements
of Proposition 218 as they relate to water service charges imposed by a local agency
are as follows:

1. Revenues derived from the charge shall not exceed the costs
required to provide the property-related service.

2. Revenues derived from the charge shall not be used for any
purpose other than that for which the charge was imposed.

3. The amount of the charge imposed upon any parcel shall not
exceed the proportional cost of service attributable to the parcel.

4. No charge may be imposed for a service unless that service is
actually used or immediately available to the owner of property.

5. No charge may be imposed for general governmental services
including, but not limited to police, fire, ambulance or library
services, where the service is available to the public at large in
substantially the same manner as it is to property owners.
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6. A public agency must hold a public hearing to consider the adoption
of the proposed new or increase in an existing charge; written
notice of the public hearing and proposed charge shall be mailed to
the record owner of each parcel at least 45 days prior to the public
hearing; if the public agency receives written protests to the
proposed charge from a majority of the property owners, the charge
may not be imposed.

Following selection of a qualified and independent consulting firm, the Finance Director,
Public Works Director, and appropriate staff will calculate cost of providing water
service, with the exception of the cost of purchasing the system, to be determined by
the jury during the valuation phase of the acquisition. Once final costs are known,
property owners and customers of record directly responsible for payment of water
service charges will have an opportunity to protest the proposed new or increased rates
at the public hearing described in item 6 above.

As part of the anticipated rate setting process, the Town will direct the independent
consulting firm to conduct a cost of service analysis and Rate Study using principles
established by the American Water Works Association (AWWA). The AWWA
“Principles of Water Rates, Fees, and Charges. Manual of Water Supply Practices M1"
(the "M1 Manual”) establishes commonly accepted professional standards for cost of
service studies.

According to the M1 Manual, the first step in ratemaking analysis is to determine the
adequate and appropriate level of funding for a given utility. This is referred to as
determining the “revenue requirement.” This analysis considers the short-term and
long-term service objectives of the utility over a given planning horizon, including capital
facilities, system operations and maintenance, and financial reserve policies to
determine the adequacy of a utility's existing rates to recover its costs. A number of
factors may affect these projections, including the number of customers served, water-
use trends, nonrecurring sales, weather, conservation, water use restrictions, inflation,
interest rates, wholesale contracts, capital finance needs, changes in tax laws, and
other changes in operating and economic conditions, among others.

After determining a utility's revenue requirement, the next step is determining the cost of
service. Utilizing a public agency’s approved budget, financial reports, operating data,
and capital improvement plans, a rate study generally categorizes (functionalizes)
system costs (e.g., treatment, storage, pumping, etc.), including operating and
maintenance and asset costs, among major operating functions to determine the cost of
service.

After the asset values and operating costs are properly categorized by function, the
functionalized costs are allocated first to cost causation components, and then
distributed to the various customer classes. This is done by determining the
characteristics of those classes and the contribution of each to cost causation
components such as supply costs, base costs, peaking costs, and efficiency costs (or
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conservation costs). Customer classes are determined by analyzing water usage
patterns, including seasonal usage and peaking, and grouping customrs with similar
patterns together. Customers with common water usage patterns place similar
demands and cause the Town to incur similar costs.

Rate design is the final element of the rate-making process and uses the revenue
requirement and cost of service analyses to determine rates for each customer class
that reflect the proportionate cost of providing service among the customer classes and
on a parcel basis to the customers within each customer class. Rates utilize “rate
components” that build-up to the total variable component (i.e. the part of the water
service charges that varies depending on the level of consumption), and fixed
component (i.e. the portion of water service charges that remain constant regardless of
consumption), for the various customer classes. In the case of tiered rates, the rate
components allocate the cost of service within each customer class, effectively treating
each tier as a sub-class and determining the cost to serve each tier based on the
incremental and marginal costs of supplying high water users.

Community QOutreach

The Town's Director of Communications and appropriate staff will prepare and initiate a
public information campaign to inform the public of the transition, which will include
community meetings and outreach to residents, businesses, developers, and other
stakeholders. This will include reassurance of system operations, rate studies, timing
and manner of meter reading and billing, and overall continuity of service.

(2) Transition Phase

The following tasks are those which are anticipated to be accomplished immediately
upon the acquisition of the System or soon thereafter. WWe anticipate this phase,
particularly the systems assessment, to take approximately six months to complete.

Administrative Tasks

Employees will be in-processed following a background check, drug test, and physical,
typical of all new hires of the Town of Apple Valley. Employees will attend an employee
orientation and will be integrated into respective departments. Water field staff, including
management and supervisorial will merge with the Public Works Department. Finance,
accounting, and customer service staff will be integrated into the Finance Department.
Clerical staff will be integrated into the Public Works Department or in other
departments, depending on need.

The Public Works Director and appropriate finance staff will prepare a budget

amendment to add water operations to the annual budget as an enterprise fund. This
will include updating employee rosters and the Town's classification plan.
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The Town's existing corporate yard and public work facilities and equipment will be
primed for integration with water operatons and personnel and coordinated with
Liberty's current office and corporate yard facilities which will retain the water
productions facilities and staff.

Customer service and call center staff for water, sewer, and trash will be cross trained
on the operation of customer service systems and handling of customer starts, stops,
and inquiries. This will allow for a one-stop shop for all customer service inquiries. Any
single customer service representative will be able to start and stop service for all
enterprise functions, saving time and resources.

Water staff will be trained on Town administrative functions, such as human resources,
public records act compliance, payroll, and purchasing. Bidding will follow Town
policies ensuring compliance with the government code and water code.

Appropriate staff will be added to the schedule of training required by the Government
Code, and other laws applicable to public agencies, including AB 1234 ethics training,
sexual harassment prevention training, etc.

Customer billing systems will remain in place and evaluated for combined billing with
other enterprise functions of the town. The goal will be a single bill encompassing all
Apple Valley enterprise billing.

Web pages and appropriate links will be added to the existing Town website to direct
customers and members of the public to water related information.

Appropriate water staff will be included in all predevelopment and development
meetings. Development related plans will be routed through Town systems to ensure a
one-stop shop for all development activity including engineering, operation, and CEQA.

Municipal codes related to water will be written by staff, reviewed by the Town Attorney,
and forwarded to the Town Council for potential adoption.

Operational Tasks

The Public Works Director, Water Manager, supervisor(s), and water production staff
will meet Town executive staff to comfirm policies, procedures and current water quality
test results. Staff will reinspect all production facilities and take and test new water
quality samples, and prepare a report for Town Council as to the compliance of the
system from a quality and production stand point upon transition.

The Public Works Director and appropriate staff will perform a condition assessment of
the water system, paying close attention to any known areas of concern, including:

. the system’s regluatory compliance;
. any work tasks currently underway;
_8-
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. any tasks identified for completion during current fiscal year,

. the adequacy of existing operational plans, including, for example,
Liberty's ‘Operation & Maintenance Plan Summary’ and the accompanying
‘Procedure for Inspection, Repair, and Replacement of Water Mains and
Services' attached hereto as Attachment 4;

existing protocols for water operations;

. existing protocols for water emergencies and hazards;

. existing protocols and plans for natural disasters, earthquake, fire, etc.;

. compliance with industry standards, e.g., AWWA standards and
objectives;

. the transmission and distribution system, including: a review of the

accuracy of the booster pump data, well data, reservoir data, and pressure
regulating valve data attached hereto as Attachment 5;

. a review and assessment of transmission and distribution facilities
included in Schedule D-3 of Liberty's Annual Report for the System
attached hereto as Attachment 6;

. a review of current counts of active service connections to confirm
information included in Schedules D-4 and D-5 of Liberty's Annual Report
for the System attached hereto as Attachment 7;

. sources of water supply and water developed, including those listed in
Schedule D-1a on Liberty’s Annual Report for the System attached hereto
as Attachment 8;

. storage capacity for water operations;

. storage capacity and flow rates for fire systems;

. seismic and structural issue in water storage, production, and distribution
facilities and water works;

. water pressure throughout the system, including the existence of any
zones and transition zones;

. any engineering studies regarding the system;

. the existing water master plans (currently, there is no systemwide water
master plan);

. communication systems including supervisory control and data acquisition

(SCADA), GIS, and information technology systems in place, both
administratively and in the field; and

. any other assessments identified during the pre-acquisition phase and
transition phase.

The purpose of the above described assessments will be to ensure compliance, identify
and fix deficiencies, and facilitate good management. They will also ensure broad
information sharing for appropriate advising of the Town Council for policy and budget
related decision making. Additionally, assessments will help identify additional areas of
efficiency through economies of scale, integration of SCADA, GIS, IT, and billing
systems, cross training with other departments and divisions, increased use of recycled
water, development of alternative water sources, and increased coordination on master
planning and development.
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The Public Works Director, working with appropriate finance staff, will issue a request
for qualifications for firms to perform the first comprehensive and systemwide Water
Master Plan, with a minimum five to twenty year horizon. This will include assessing
and making recommendations regarding such matters as conditions, risks, deficiencies,
opportunities for improvement and increased efficiency, alternative water sources,
conservation, capital projects, operational savings, and supply and demand for current
and projected growth. In addition to the first Water Master Plan, staff will request
qualifications for firms to assist with preparation or update of the following:

the Urban Water Management Plan;

a Five-Year Capital Improvement Plan;

appropriate performance measures for water operations; and

natural disaster and emergency management documents and procedures.

Customer Outreach and Customer Service

One of the primary motivations for the Town's proposed acquisition of the System is the
general level of dissatisfaction Town residents have expressed with the current
performance of the System. Since Liberty acquired the System, the company has
commissioned a number of customer satisfaction surveys, which began in March 2017
and continued through 2018. The results of those surveys are attached hereto as
Attachment 9. The surveys show that Liberty consistently performs below average for
customer satisfaction when compared to averages for Western water utilities and for
utilities nationwide. For example, in the 2017 surveys, Liberty obtained a below
average customer satisfaction score of 3.82 out of 10, compared to a Western average
of 7.20 and a nationwide average of 7.22. Of 33 attributes considered in the survey,
Liberty scored below the Western and nationwide average in every single one. Of all
the attributes addressed in that survey, Liberty performed particularly poorly in terms of
pricing. For example, in assessing ‘fairness of pricing’, Liberty customers rated the
company 2.58 out of 10, compared to a nationwide average of 6.38. The results in
2018 and 2019 are similarly poor. For example, in the 2018 surveys, customers rated
the company 4.52 out of 10 for the ‘ease of understanding your pricing' attribute
compared to an average of 6.67 among western utilities. In 2019, for the ‘fairness of
pricing' attribute, for which Liberty received a score of 2.58 in 2017, customers now
awarded the company a score of 2.85 out of 10, a meager improvement, compared to
an average of 6.32 among western utilities.

Given the high level of dissatisfaction, community outreach is particularly important to
get community input in order to address these concerns. Based on the low scores
demonstrated above and in the attached document, it is apparent the primary factor in
customer satisfaction is pricing. Customers have clearly responded they believe it to be
unfair. The largest component of water rates upon acquisition will naturally be the cost
of acquisition. This factor is largely outside the control of the Town, save the Town's
efforts in the valuation phase of the acquisition.

-10 -
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Once valuation is determined, the Town will be transparent about the impact of this rate
component. In future years, efficiencies realized upon acquisition and the elimination of
profit for multiple layers of multi-national corporations will result in rates which will be
lower than they otherwise would have been. Customers will experience rates that are
more transparent, easier to comment on due to rate setting taking place at Town
Council meetings, and ultimately provide higher ratings on the survey questions of
‘ease of understanding your pricing’ and ‘fairness of pricing'.

(3) Operations Phase

The following tasks are anticipated to begin upon the completion of the systems
assessment, which will be completed as part of the Transition Phase.

Presentation of Assessment

The full assesment of the water system, as described in Phase 2, Transition Phase, will
be presented to the Town Council and the public at a special meeting to be called
approximately six months following acquisition or as soon as the assessments are
complete.

This assessment will provide a comprehensive status of the water system upon
acquisition. Based on the results of the assessment, staff will make recommendations
on a comprehensive work plan to address any areas of potential concern, such as fire
flow, seismic safety, storage sufficiency, emergency response, and areas of
opportunities to improve operations and reduce costs. The Town Council will consider
adopting stategic goals for the Town's new Water Division, based on applicable AWWA
Effective Utility Management Attributes. The Council will also consider adopting a
Water Master Plan, Urban Water Management Plan, and Five-Year Capital
Improvement Plan. Because the contents of those plans are unknown at this time,
there is insufficient information available to conduct meaningful environmental review of
those potential plans under CEQA at this time. However, once the contents of the plans
are known, the Town would complete any and all required environmental review under
CEQA prior to any adoption or approval of the plans.

-11 -
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ATTACHMENT 1
LIBERTY SCHEMATIC MAP
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ATTACHMENT 2
ANTICIPATED ORGANIZATIONAL STRUCTURE

Council Meeting Date: July 23, 2019 9' 1 9



I—

9-20

Council Meeting Date: July 23, 2019



ATTACHMENT 3

LIST OF CERTIFIED OPERATORS FROM LIBERTY'S OPERATION AND
MAINTENANCE PLAN
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ATTACHMENT 4
OPERATION & MAINTENANCE PLAN SUMMARY
AND

PROCEDURE FOR INSPECTION, REPAIR, AND REPLACEMENT OF WATER
MAINS AND SERVICES
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Operation & Maintenance Plan Summary
Liberty Utilities - Apple Valley (Liberty)

Production Maintenance

1. Operations and Maintenance (O&M) Plans
A. Water Quality Procedures for Water Utilities

B. Contents of O&M Plan for Water Utilities
This O&M Plan includes:
1. The operations and maintenance schedule for each unit process for each treatment
plant.

2. The operations and maintenance schedule for each groundwater source and unit
process.
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3. The schedule for routine inspection of reservoirs, and the procedures for cleaning
reservoirs.

spechion results

4. The operations and maintenance schedule for each purchased water connection.

T ey Qe n IO ANy ol waier Conn

5. The schedule and procedures for testing backflow prevention assemblies and
notifying customers of their obligation to test backflow prevention assemblies.

Tags Y4 11

6. The schedule and program for maintenance and calibration of source flow meters.

oot € et

inat least 95%

ey Tatal

8. The operations and maintenance schedule for each booster pump station.
. , . e (At .

o T 'y -

A
LIy
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Field Operation Maintenance
9. The schedule and procedure for flushing dead end mains and the distribution
system, and the procedures for disposal of the flushed water, including
dechlorination.

ie {Atiachment &

alines sei fi_:l
tiong and M

nal waier

50

13. The schedule and procedures for routine maintenance of water main valves,
combination air vacuum release valves, fire hydrants, and valves

Council Meeting Date: July 23, 2019 9 = 2 6



14. The qualifications and training of operating personnel including production, water
treatment, cross connection control/backflow specialist certification and
distribution.

Council Meeting Date: July 23, 2019 9'27
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Procedure for Inspection, Repair and Replacement of Water Mains and Services
Effective Date: April 1, 2019
General

Liberty Utilities is committed to following these recommended guidelines for the effective
operation and maintenance of its drinking water distributions systems as set forth in AWWA
Standard G200-15, Distribution Systems Operation and Management. With respect to water
mains and services, leaks are high priority, and we pay close attention to repairing them.
Liberty Utilities strives to repair known leaks in a timely manner and collect information about
the condition of existing water mains to aid in the decision-making process for main or service
replacements. The prioritization of water main and service replacements is a process that is
regularly reevaluated, considering all information related to the needs and costs for
replacement in order to maintain a sustainable, safe and reliable system in a cost-effective
manner.

Repair or Replacement

Known leaks are repaired in a timely manner, unless the severity of the leak is low enough
such that postponing the repair to a safer and more reasonable time will benefit those involved
or affected by the leak repair. Service leak repairs or replacements will be completed in
accordance with AWWA Standard C800-14 and 17. Leak repair procedures include:

Scheduled Leak Repairs

> Call the regional notification center for Utility Location Services (811). Excavation by
any means shall not begin until the required waiting period has expired, and the 811
ticket is valid to begin excavating.
¥» Take appropriate precautions for the safety of employees and the public, including
traffic control devices per local requirements.
3 Evaluate the situation regarding the need to shut down the water system in the area of
the leak.
» In the determination of whether or not to shut down the water consider the following:
o Critical Customers affected by a shutdown such as Hospitals, Dialysis Centers,
Nursing Homes.
o Ability to provide temporary water supply through alternative means to Critical
Customers.
o The need to obtain alternative supplies of water (i.e.., bottled water) to be
brought in to supply critical customers before shutting the system down.
¥ Communicate the situation with local management and obtain approval to shut the
system down.
» Once the approval is made to shut down the system, provide adequate notification to
customers, as well as appropriate Liberty personnel, minimize the number of service
interruptions and keep customers informed. Notification may be performed via phone
call, email, IVR, door hanger, or other approved methods.
If alternative water supplies are necessary, secure those before the shutdown.
Make repairs with only approved materials.

A
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Make repairs with crews who have the appropriate credentials and/or certifications for
that application.

Follow Company Disinfection Guidelines (incorporates AWWA Standard C651-14).
Record pipe information as discussed in the Inspection section of this plan.

If possible, return area of leak to a condition as good as or better than the condition
prior to the leak.

Leaks Requiring Immediate Action

»

Y ¥V ¥V ¥ ¥ ¥

VYV VYV

This is only for water leaks that have been determined fo require immediate action and
cannot be scheduled for repairs under the normal 811 waiting periods.
Call the regional nofification center for Utility Location Services (811) and inform them
that it is an emergency repair.
Directly contact other Utilities/Municipalities and inform them that you have an
emergency repair situation.
Excavation by any means shall not begin until the Underground Facilities in the area are
located and marked out.
Take appropriate precautions for the safety of employees and the public, including
traffic control devices per local requirements.
Evaluate the situation regarding the need to shut down the water system in the area of
the leak.
In the determination of whether or not to shut down the water system in the area of the
leak, consider the following:
o Critical Customers affected by a shutdown, such as Hospitals, Dialysis Centers,
Nursing Homes.
o Ability to provide temporary water supply through alternative means to Critical
Customers.
o The need to obtain alternative supplies of water to be brought in to supply critical
customers.
Communicate the situation with local management and obtain approval to shut the
system down.
Once the approval is made to shut down the system, provide adequate notification to
customers if feasible, notify appropriate Liberty personnel, minimize the number of
service interruptions and keep customers informed as practical. Notification may be
performed via phone call, email, IVR, door hanger, or other approved methods.
If alternative water supplies are necessary, secure those as soon as possible following
the shutdown.
Shut down the water and wait for the Underground Utilities to be located and marked
before you begin excavating to make the required repairs.
If it has been determined that the water does not need to be shut off, wait for the
Underground Utilities to be located and marked before you begin excavating to make
the required repairs.
Make repairs with only approved materials.
Make repairs with crews who have the appropriate credentials and/or certifications for
that application.
Follow Company Disinfection Guidelines (incorporates AWWA Standard C651-14).
Record pipe information as discussed in the Inspection section of this plan.
If possible, return area of leak to a condition as good as or better than the condition
prior to the leak.
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Water Main Repair Excavation before the Completion of the Locating/Marking Out of
Underground Utilities g

Water main leaks may be severe enough they present an Emergency condition that would
require the excavation process to begin prior to the completion of the locating/marking out of
Underground Facilities.

The determination of how long it will take for the Underground Ultilities to be located and
marked out is a critical piece of information to consider in the determination of proceeding with
excavating under these circumstances.

An examples of a situations that may require excavating prior to the Locating and Marking out
process being completed would be excavating to find valves that are covered over by
pavement, concrete, etc.

Excavating prior to the Local 811 Locating and Marking out Process being completed is
governed by the Local 811 Laws/Regulations.

Water service leaks shall not have excavations performed prior to the completion of the
locating and marking out process. If the situation is severe enough on a water service and it
cannot wait, it shall be shut down,

Local 811 System Allows Excavation prior to Locating/Marking out Process being
Completed.

Proceed as Follows:

» Call the regional notification center for Utility Location Services (811) and inform them
that it is an emergency repair.

» Directly contact other Utilities/Municipalities and inform them that you have an
emergency repair situation.

» Take appropriate precautions for the safety of employees and the public, to include
traffic control devices per local requirements.

» Communicate the situation with Senior Water Operations, Director or Above,
management and obtain approval to begin excavating before the Locating/Marking out
process is completed.

> Surface pavement/concrete shall be jackhammered or saw cut only to a depth to allow
removal by hand tools.

> Surface pavement/concrete shall only be removed with hand shovels/bars/prying tools.

> Excavation shall only be performed with hand shovels or vacuum excavation without
airfwater lances.

> Excavate only to complete the minimum necessary to bring the situation under control.

* If at any time during this process any safety concerns/issues are encountered, the
surface pavement/concrete removal process or sub surface excavation process shall
stop and await the completion of the locating/marking out process.

Once the situation is brought under control, proceed to repair the water main as outlined in the
Scheduled Leak Repairs section.
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Local 811 System Does Not Allow Excavation Prior to Locating/Marking Out Process
Being Completed.

If the Local 811 System's laws/regulations do not allow for emergency condition excavating
prior to the locating and marking out process being completed, proceed per the Leaks
Requiring Immediate Action section, which mandates waiting for the locating and marking
out of Underground Facilities to be completed.

Leaks Repaired and Called into the 811 System as Emergencies Internal Reporting
Requirements

Leaks that have been called into the Local 811 System as being Emergencies, shall be
recorded in the Gensuite or equivalent system by the Local Water Operation personnel.

The circumstances of the situation shall be recorded in the system, so that a post event
analysis can be performed.

Regular occurring reviews shall be conducted by Water Operations personnel, and the results
shared across all the Water Operating areas to show each locations number of Leak Repair
Emergency 811 events.

This review process is to be used to identify trends and make operational
improvements/capital investments in Water System Operations and to ensure the 811
Emergency category is not being misapplied.
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ATTACHMENT 6

BOOSTER PUMP DATA, WELL DATA, RESERVOIR DATA, AND PRESSURE
REGULATING VALVE DATA
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ATTACHMENT 6

SCHEDULE D-3 (DESCRIPTION OF TRANSMISSION AND DISTRIBUTION
FACILITIES) FROM LIBERTY’S ANNUAL REPORT
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Council Meeting Date: July 23, 2019

SCHEDULE D-3
Description of Transmission and Distribution Facilities
A. LENGTH OF DITCHES, FLUMES AND LINED CONDUITS IN MILES FOR VARIOUS CAPACITIES
Capacities in Cubic Feet Per Second or Miner's Inches (State Which)
Line
No. 0to5 6 to 10 11t0 20 21 to 30 31 to 40 41 to 50 51 to 75 76 to 100
1__|Ditch
2 |Flume NONE
3 |Lined conduit
4
5 Total - = - - - - - -
A. LENGTH OF DITCHES, FLUMES AND LINED CONDUITS IN MILES FOR VARIOUS CAPACITIES - Continued
Capacities in Cubic Feet Per Second or Miner's Inches (State Which)
Line Total
No. 101 to 200 | 201 to 300 | 301 to 400 | 401 to 500 | 501 to 750 | 751 to 1000{ Over 1000 | All Lengths
6 |Ditch
7 _|Flume NONE
8 |Lined conduit
9
10 Total - - - - - - - -
B. FOOTAGES OF PIPE BY INSIDE DIAMETERS IN INCHES - NOT INCLUDING SERVICE PIPING
Line
No. 1 11/2 2 2 1/2 3 31/2 4 5 6
11_|Ductle Iron 14
12 |Cast Iron (cement lined) 3,730
13 |Gravity lrrig.
14 [PVCDR25
15 _|Steel (ST, SLC. STC) 11,921 3,458 1,217 477 | 203,525 6,296
16 _|CMLC Steel
17 |PE 775 350 3,731 1,200
18 |Cement - asbestos 5,283
18 |Welded steel 251
20 |[PVCDR 18
21 _|PVC CL 305-DR14 4 15 16 624 3,106
22 |PVC CL 200 20 13,100
23 |PVCCL 150 5,767 1,997 16,045
24 Total 251 779 17,703 3,824 7,589 477 | 246,003 6,296
B. FOOTAGES OF PIPE BY INSIDE DIAMETERS IN INCHES - NOT INCLUDING SERVICE PIPING - Continued
Line
No. 10 12 14 15 16 18 20 24 3C
25 |Ductile Iron 90,827 3473 64,731 35 30,550 59
26 |Cast Iron (cement lined)
27 |Gravity lrrig. 5,590 3,785
28 |PVC DR 25 18,153 585 5,795
29 |Steel (ST, SLC. STC) 119,193 4,515 20 2,428
30 |CMLC Steel 17 96 2,095
31 _|PE
32 |Cement - asbestos 6,335 85,327 24,169 7,420
33 [Welded steel
34 |PVCDR 18 141 2,370
35 |PVC CL 305-DR14 3,366
36 |PVC CL 200 55 87,534 49 5,239 16
37 |PVCCL 150 1,760 | 191,767 203 16,984 40
38 Total 8,150 | 583,604 46,205 4,515 97,445 5,846 32,685 6,272
67
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ATTACHMENT 7
SCHEDULE D4 (NUMBER OF ACTIVE SERVICE CONNECTIONS) AND SCHEDULE

D-5 (NUMBER OF METERS AND SERVICES ON PIPE SYSTEMS AT END OF YEAR)
FROM LIBERTY'S ANNUAL REPORT
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SCHEDULE D-4
Number of Active Service Connections
Metered - Dec 31 Flat Rate - Dec 31
Prior Current Prior Current
Classification Year Year Year Year
Residential 18,689 18,811
Commercial 1,412 1,414
Industrial 2 2
Public authorities 47 46
Irrigation 166 168
Other (specify) 6 6
Agriculture
Subtotal 20,322 20,447 - -
Private fire connections 235 237
Public fire hydrants 2,783 2,800
Total 23,340 23,484 - -

SCHEDULE D-5
Number of Meters and Services on
Pipe Systems at End of Year

Active Service

Size Meters Connections

/8 X 3/4 - in 18,285 | X000000XKXXXX
3/4 -in 786
1-in 980
11/2-in 168
2 -in 179
3-in 26
4-in 70
6 -in 132
8-in 50
10 -in 7
12 -in 1

Total 20,684 -

SCHEDULE D-6
Meter Testing Data

A. Number of Meters Tested During Year as Prescribed
in Section VI of General Order No. 103:
1. New, after being received . . . -
2. Used, before repair ....... 90
3. Used, afterrepair......... -
4. Found fast, requiring billing
adjustment............. 4

B. Number of Meters in Service Since Last Test

1. Tenyearsorless......... 18,364
2. More than 10, but less
than15years ........... 2,301
3. Morethan 15years ....... 19
68
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ATTACHMENT 8

SCHEDULE D-1a (SOURCES OF SUPPLY AND WATER DEVELOPED - WELLS)
FROM LIBERTY'S ANNUAL REPORT
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SCHEDULE D-1a
Sources of Supply and Water Developed- WELLS

DEPTHTO ANNUAL PRODUCTION

NO. ADDRESS IMENSION WATER GPM 100 Cu. Ft.
4 Ptn. SW 1/4, NW 1/4, Sec 27 20" 0.00
7 Ptn. NW 1/4, Sec 34 T6N R4W 14" 69’ 301 5,715.00
9 Lot 262, Tract 5885 14" 238' 754 32,962.00
11R Lot 971, Tract 6115 18" 216’ 2,011 624,724.00
12 Ptn. NE 1/4, SW 1/4, Sec 30 16" 99' 1,000 73,793.00
16 Ptn. SE 1/4, Sec 30 T5N R3W 16" 86' 1,262 45,708.00
17R Ptn. SW 1/4, Sec 13 TSN R4W 16" 63' 638 22,293.00
18 Lot 360, Tract 5704 16" 62' 1,251 528,185.00
19 Lot 1059, Tract 6257 16" 185' 725 6,249.00
20R Ptn. SW 1/4, Sec 13 T5N R4W 16" 92' 543 46,613.00
21 Ptn. NW 1/4, Sec 28 T5N R3W 20" 167" 0.00
22 Ptn. NE 1/4, SW 1/4, Sec 28 20" 184' 1,994 142,149.00
23 Lot 335, Tract 4053 20" 123’ 0.00
25 18555 Tuscola, TSN R4W Sec 13 16" 66' 429 19,411.00
26 18588 Seneca, TSN R4W Sec 13 20" 82' 990 393,653.00
27 21271 Waalew Road (Inactive with SWRCB) 10" 164' 0.00
28 Riverside Drive 18" 52 950 236,194.00
29 19237 Yucca Loma 20" 72' 2171 793,639.00
33 12189 Apple Valley Road 20" 98' 2,594 410,746.00
34 12500 Geronimo Road 16" 148 1,670 87,164.00
R6é Apple Valley Road, South of Poppy Road 20" 86' 3,288 40,575.00
36 19739 Tussing Ranch Road 20" 87 3,288 537,057.00
30 11401 Apple Valley Road 14" 96' 1,422 109,399.00
31 Apple Valley Road (Out of Service) 14" o' 0 0.00
3 Agricultural Well 18" o 0 0.00
4 Agricultural Well 18" 85' 880 658,772.00
5 Agricultural Well 18" 85' 2,181 1,387,710.00
Marine well 138001 Fairway Ave. Yermo, CA 12" 161" 184 24,339.84
Hellbro#4 | Yermo, CA 12" 169' 152 4,846.36
30,688 6,231,897.20

66
2019
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ATTACHMENT 9

LIBERTY UTILITIES CUSTOMER SATISFACTION RESULTS FOR WAVE 1-3
(MARCH - SEPT 2017), WAVE 4-7 (2018) AND WAVE 8 (2019)
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Customer Satisfaction Results

CA - Apple Valley Wave 1 -3 March -Sept 2017

= Liberty Utilities
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Objectives

» Analyze current customer satisfaction levels with Liberty Utilities among CA Apple
Valley Water Customers.

« Compare current customer satisfaction levels with industry standards .
» Summarize findings and highlight areas of opportunity.

Terminology

+ Wave: the period of study, IE: March — June 2017

* Fielding Dates: the actual dates the survey was conducted.

* Relative Impact: percentage effect of an index factor on customer satisfaction.

* Net Promoter Score: the index range that measures the willingness of
customers to recommend our products or services to others.

* Index Score: summarizes multiple performance indicators.

« Attribute Score: the actual aggregate that make up the overall indices.

» Detractor: percentage of customers who do not promote a company.

== Liberty Utilities
-_—
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Profiles & Study Methodology

Participant Demographi

* Generation: 13% Pre-Boomer (65-87), 40% Boomer (53-71),
14% Gen X (38-52), 14% Gen Y (22-37)

« Gender: 37% Female, 49% Male

* Residential Areas: 25% Rural, 65% Suburban, 10% Urban

Liberty Utility Profile

* CA Apple Valley Water has 20,515 customers.
* They received 37,379 calls in 2016, and serviced 12,656 orders.
» Phone answering Service level was 84% year end, above target.

Methodology
+ Of valid 5,891 emails contacted, a cumulative total of 501 surveys or 8.5% were completed.

* Fielding dates: March — Sept 2017
* Conducted 100% On-line.

== Liberty Utilities
-_—
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Industry Factor Weights

Factors Relative Impact
Delivery 26%
Price 21%
Billing & Payment 15%
_ Conservation : 15%
Communications 15%
Customer Service 8%

« This chart represents the relative impact of six factors on customer satisfaction scores
in the Water Utility Industry. J.D. Power establishes the factor weighting through
regression analysis.

« Factor weighting will help Liberty Utilities determine where we find the best
opportunities for improved customer satisfaction.

= Liberty Utilities
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Index Scores

v'  Customer satisfaction score was 3.82/10 compared to the Western water utilities of 7.20
and 7.22 for national average.

v" Overall customer service indexed score achieved was 474/1000 compared to the Western
region water utilities score of 695 and an National average of 698.

v" Top performance indices were Delivery, Billing/Payment, and Customer Service.

Index Scores - Cumulative
797 789
200 £ can 732745 758 755
673
. - e30 58 65564 680
ss2 SRt

600

474 457
500

399
400
293
300
200
100
0
Overall Delivery Price Billing & Communications  Conservation Customer
Customer Payment Service
Satisfaction
CA - Apple Valley  m West Water Utilities National
2 = Liberty Utilities

Council Meeting Date: July 23, 2019 9'52



Attribute Scores

v' Customers were asked to rate attributes on a 10 point scale.

v' The following Attribute analysis looks at the top three factors ranked in weight of
importance to the customer according to Industry standard.

v’ Delivery, Billing & Payment, and Customer Service.

Delivery
800
7.00
600
$.00
400
.00
200
100
000
Rellability of water service Quality of water mmmmm

CA - Apple Valley B West Water Utilities Nathonal

v" Most areas scored well for however there is opportunity to increase efforts to maintain the
water infrastructure.

=~

= Liberty Utilities
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Attribute Scores

8.00

7.

8

6.

8

5,

8

4,

8

3

8

2

8

1.00

0.00

Billing & Payment

7.79 7.47

— 7.45 Ao s 758 751
% 563 5.70
243 522

Ease of paying your bill Amourt of time given to pay  Usefulness of informationon  Variety of methods to pay
your bill your bill your bill

CA- Apple Valley  m West Water Utilities National

v Usefulness of bill info and amount of time given to pay bill were top scores.
v Areas of opportunity include variety of methods to pay bill.

= Liberty Utilities
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Attribute Scores

Phone Customer Service
9.00 7.85 £
’ .88 786 8.09 801 S g 731737 7.89 801 7.42 765 770
- 7.52 :
800 -
6.37
7.00 . 6.12 6. Ayl 6.12
600 5. 5.4
5.00
4,00
3.00
200
100
000
Timeliness of Clarity of Courtesyof the  Promptness in Ease of Ease of Representative’s Knowledge of the
tving f i P i speaking toa igating phone c ding concern for representative
problem, provided person menu prompts  the phone menu needs
question, or Instructions
raquest
CA - Apple Valley = West Water Utilities National

v" Promptness in speaking to a person and Courtesy of rep were top scores.
v' Areas of opportunity ease of phone menus and reps concern for needs.

9

= Liberty Utilities
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Attribute Scores

9.00

793 191
8.00

7.00

6.00 4.96

5.00

4.00

3.00

2,00

1.00

0.00
Timeliness of resolving your
problem, question, or request

Online Customer Service

796 801

1

Clarity of the information
provided

803 go 806 795

1 | s’”

Ease of navigating the Appearance of the
website/mobile app website/mobile app

CA-Apple Valley  ®West Water Utilities  National

v Appearance of the website and clarity of info provided were top scores.
v Areas of opportunity include ease of navigation and timeliness of resolving problem,

question, or request.
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Attribute Scores

Field Customer Service
9,00 825 821 814
8.00
7.00
5.60
6.00
5.00
4.00
3.00
.00
1.00
0.00
Quality of work performed Tlmullmma!oompleung Courtesy of the field service Knowledge of the field
rep service rep
CA - Apple Valley = West Water Utilities National

v' Courtesy of field rep and knowledge of the field service rep were top scores.
v Areas of opportunity include quality of work performed and timeliness of completing work.

" = Liberty Utilities
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Top Ten Scores by Indices & Attribute

Importance
to Customer West Water
Indice { Rank 1-6) Perfi ik CA Apple Valley Utilities National

Delivery 1 Reliability of water service 6.48 7.83 7.88
Phone C Service 6 Phone - Courtesy of the repres i 6.37 7.83 7.83
Phone Customer Service 6 Phone - Promptness in speaking to a person 6.22 731 7.37
Field Ci Service 6 FS - C y of the field service rep 6.19 8.30 8.20
Phone C Service 6 Phone - Clarity of information provided 6.12 8.09 8.01
Phone Ci Service 6 Phone - Knowledge of the rep i 6.12 7.65 7.70
Phone € Service 6 Phone - Timeli of resolving problem, or reques 5.85 7.88 7.86
Field C Service 6 FS - Knowledge of the field service rep 5.79 8.28 8.17
Billing and Pay 3 Usefulness of information on your bill 5.70 7.46 7.45
|Nlﬂn:and Payment 3 Amount of time n to wr bill 5.63 7.47 7.45
Field C Service 6 FS - Quality of work perf J 5.60 8.25 8.21
Phone Customer Service [ Phone - Ease of under ding the phone menu instr 5.51 7.98 £8.01
Phone C Service 6 Phone - Rep ‘s concern for needs 5.45 7.42 7.52
Billing and Payment 3 |Ease of paying your bill 5.45 7.79 7.75
|0nline C Service 6 Online - Clarity of the inf ion provided 5.44 7.96 8.01
Iﬁefd Ci Service 6 FS - Timeli of I work 5.44 8.14 8.04
Delivery 1 Quality of water 5.41 6.92 7.16
Online C Service 6 Online - Appearance of the website/mobile app 5.38 8.06 7.95
Phone Ci Service 6 Phone - Ease of navigating phone menu promp! 5.34 7.85 7.89
Online CustomerService | 6  [Online-Ease of navigatingthe website/mobileapp | 533 | 803 | 801
Delivery 1 Efforts to maintain the water infrastructure 5.29 7.02 7.14
Billing and P 3 Variety of hods to pay your bill 5.22 7.58 7.51
Online C Service 6 Online - Timeli of resolving your problem, qi or 4.96 7.93 7.91
Conservation 3 Variety of water conservation programs offered 4.42 6.80 6.67
Conservation 3 Actions to take care of the envir 4.28 6.77 6.72
Conservation 3 Planning for the future 4.28 6.82 6.79
Ci ication 3 Useful of suggestions to reduce usage/lower bills 4.22 6.81 6.64
C 3 Creating that get your i 4.11 6.32 6.28
C 3 Efforts to ch that affect [service 4.09 6.62 6.54
Price 2 |§ase of ding your pricing 3.89 6.63 6.71
Communications 3 ping you informed about efforts to keep water costs low 3.38 6.41 6.35
Price 2 Fairness of pricing 2.58 6.28 6.38
Price 2 [Total cost of your water service 255 | 632 | 6.42
12 < Liberty Utilities
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Best in Class

v This chart represents the best in class scores for West Water Utilities.

v" From these examples, best practices and learnings may be possible through ESource to
gain insights and improvement opportunities.

Brand Name Overall Customer Satisfaction

m— =

Las Vegas Valley Water District

Denver Water TDa+

AVERAGE 695

City of Phoenix 691+

East Bay Municipal Utility District

L. A Dept. of Water & Power

City of San Diego

750"+

Anaheim Public Utilities

738%+

Eastern Municipal Water District

Long Beach Water Dept 734%

13 = Liberty Utilities
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Summary

v Liberty Utilities CA Apple Valley Water scored generally well according to comparisons
with National averages and comparable Utilities in the categories of Field and phone
Customer Service.

v Areas of opportunity include Attention to Price, Communications, and Conservation.

v" This is the cumulative wave 1 -3 of CSAT surveys done using J.D. Power’s scoring
model.

v For reliability, cumulative scores for successive waves are presented in this deck

v" As more waves of data become available, year over year analysis will be possible using
consistent metrics.

14 - Liberty Utilities
-—
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Customer Satisfaction Results

Apple Valley Water Wave 4 -7 2018

= Liberty Utilities
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Index Scores

v Current customer satisfaction levels are compared with comparable industry average
and top performers syndicated 2017.

v" Overall index achieved was 527 compared to the West Water Utilities average of
702 and West top performer of 744 .

v" Top performance indices were Customer Service, Delivery, and Billing & Payment.

200 206
200 e s 743 <
o 635
600 527
500
400
300
200
100
0
Overall Delivery
Customer
Satisfaction
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736
686 <
642 - 607
495

Communications  Conservation

Price Billing &
Payment

m West Water Utilities Avg. ‘West Top Performer

834
797

i
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2018 Progress vs. Scorecard Target

Apple Valley- CSAT Progress - 2018

108%
[ 102% - 102% -
S101% 100%

-8888E83E

peem 2017 W1-3 (Cumulative) e 2018 W4 -7
w2018 Goal (20% of Top Quartile) — % of 2018 Goal to date

v This chart represents current CSAT progress against the 2018 overall

satisfaction goal, assuming all factors are improved equally to reach that target.

¥" The 2018 goal is to reach 20% of the top quartile overall satisfaction score by

110%

105%

100%

95%

region, size and commodity based on 2017 syndicated (National) results.
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2018 Progress vs. Scorecard Target Data

Overall Delivery Price Billing & |Communications| Conservation | Customer

Customer Payment Service
Apple Valley Water Satisfaction
2017 W1-3 (Cumulative) 474 587 293 552 399 457 587
2018 W4-7 527 635 343 607 454 495 688
2017 Top Quartile Score 716 766 664 769 678 702 829
2017 Actual to Top Quartile 242 179 37 217 279 245 242
2018 Goal {20% of Top Quartile) 522 623 367 595 455 506 635
Difference 189 131 321 162 224 207 141
% of 2018 Goal to date 101% 102% 93% 102% 100% 98% 108%

Council Meeting Date: July 23, 2019
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Wave Over Wave Comparison

Apple Valley - Wave over Wave Comparison

P Wave 1-3 (2017 | Wave 4 -5 Wave 4 -6 Wave 4 -7
By Cumulative) 2018 2018 2018
Overall Customer Satisfaction 474 500 511 527
Delivery 587 605 606 635
Price 293 326 338 343
Billing & Payment 552 594 594 607
Communications 399 401 425 454
Conservation 457 463 482 495
Customer Service 587 676 681 688
Apple Valley- Wave Over Wave Comparison
it 681 688
0 oy o
say 55 0 S gy 07
Lot 527 . EEt .- -
so0 511
" a4 — = a4 - - =
401
g

i o o M,

300

200

100

5 §
Overall Customer Deldivery Price. Billing & Paymaent Communication Contervation Customer Sorvice

Wave 1 -3 (2017 Cumulative)
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Scores by Indices & Attribute

Importance to
Customer | Rank West Water Utilities [West Water Utilities| % of Utilities % of Top
Indice 16) Performance Attributes CA Apple Valley Average Top Performer Average Performer
3 [sefulness of information an your bill 540 746 1.72 86% 3%
3 famaunt of time given te pay your bl 632 7.48 774 B4% %
% Wariety of methads to pay your bill 552 755 789 245 1%
3 [ase of paying your bil 554 7.73 803 755 735
EP—— 3 [Ffforts ta ; ges that affect T 270 668 709 20% 6%
e 3 of ions to red) bill 477 6.85 717 0% 7%
meauRleations 3 [Creating messages that get your attention 448 641 671 70% E7%
gt 3 [eeping you informed about efforts to keep water costs low 403 6.50 6.84 62% 9%
— 3 Planning for the future 451 633 743 71% 6%
earvation 3 Marety of water conservation programs offered ar 6.85 724 70% 5%
nservation 3 fuctions to take care of the envirenment 459 635 744 sa% 3%
very 1 [eliability of water service 721 792 839 1% ‘6%
- 1 [Efforts ta maintain the water infrastructure 580 712 768 51% 5%
- 1 [Ruality Of Water 553 7.08 797 J9% 71%
Field Customer Service & hlm'm“ of completing wark 825 827 849 100% a7%
Field Customer Service 1 [Courtesy of the field service representative 280 ] na 96% 9%
fField Customer Service ] [uality of work perforned 7A1 e 250 90% BE%
Field Customer Service [ [inowledge of the field service reprasentative 744 az3 866 G0% BB
forline Customer Service [ kharity of the i provided 632 7.98 846 79% 75%
Online Customer Service & lappearance of the website 636 796 828 a0% 7%
orline Customer Service 5 [Ease of ravigatis bsite L B 852 7% 2%
fonline Customer Service [ [Timefiness of resshving your prablem, question, or request e A RS 3% 70%
Phone Customer Service ] tnwa of the mﬁntw’w el il e 98% 564
Phone Custemer Service [ [courtesy of the representative 284 e B2 98% 94%
Phone Customer Service & [pramptness in speaking to a person 711 757 7.79 a4t 1%
Phone Customer Service & ase of navigati 653 801 829 82% 9%
Phone Customer Service & & menu instructions 700 795 865 8% 81%
Phone Customer Service [ Larity of information provided 746 8.09 870 9% BE%
Phone Customer Service [ resentative’s concern for needs 679 L Ll 88% 82%
Phone Customer Service ] imefiness of resehvin uestion, or reguest 5] E e 83% 768
brice 2 [Ease of understanding your pricing 452 6.67 693 58% 5%
brice 2 [Fotal cost of your water service ELE 636 6.72 a8% 45%
ica 2 [Faimess of pricing 303 632 An 48% 5%
6
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Apple Valley Top 10 Scores

% Top Performer

Importance West Water
to Customer West Water Utilities Top | % of Top
Indice ( Rank 1-6) Performance Attributes CA Apple Valley | Utilities Average |  Performer | Performer
Field C Service 6 Timeliness of completing work 8.25 827 8.49 97%
Phone Ci Service 6 Knowledge of the repr 7.94 8.08 8.28 96%
Phone Customer Service 6 Courtesy of the representative 7.84 7.98 8.32 94%
Field C Service 6 Ci y of the field service representative 8.00 8.30 8.56 93%
Phone Ci Service 6 Pr in speaking to a person 711 757 7719 91%
Field C Service 6 Quality of work performed 7.44 8.27 850 88%
Field Customer Service 6 Knowledge of the field service representative 7.44 8.23 866 B6%
Delivery 1 |Reliability of water service 7.21 7.92 8.39 86%
Phone Ci Service 6 Clarity of information provided 7.46 8.09 8.70 86%
Billing and Payment 3 Usefulness of information on your bill 6.40 7.46 7.2 83%
% Avg. Utilities
Importance West Water
to Customer West Water Utilities Top | % of Utilities
Indice ( Rank 1-6) f it CAApple Valley | Utilities Average | Performer Average
Field C Service 6 Timeliness of ¢ g work 8.25 8.27 8.49 100%
Phone Ci Service 6 Knowledge of the rep 7.94 8.08 8.28 98%
Phone Customer Service 6 Courtesy of the rep 7.84 7.98 8.32 98%
Field C: Service 6 Courtesy of the field service rep 8.00 8.30 8.56 96%
Phaone Cu Service [ Promp in speaking to a person 7.11 1.57 7.79 94%
Phone C: Service 6 Clarity of infl provided 7.46 8.09 8.70 92%
Delivery 1 Reliability of water service 721 7.92 8.39 91%
Field C Service 6 |I< ledge of the field service rep 7.44 8.23 8.66 90%
Field Customer Service 6 [O.ua lity of work performed 7.44 8.27 8.50 90%
Phone Customer Service 6 |Representative's concern for needs 6.79 7.70 8.27 8%
T
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Best in Class

v" This chart represents the best in class scores for West Water Utilities.
v From these examples, best practices and learnings may be possible through E

Source to gain insights and improvement opportunities.

Fuarnl Narne. e 88 Customes Sutafaction
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L)
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=

San Gabnel Valley Woter Company

|
|
“

Gokien Sstu Wote Company

E]

Long Besch Water Dect
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Mera Weter Resources

[

3
i
]
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Summary

v Apple Valley scored generally well in the categories of Customer Service,
Delivery, and Billing & Payment..

v" Areas of opportunity include attention to Conservation, Price, and
Communication.

v" This is the cumulative W4 - 7 2018 CSAT survey done using J.D. Power’s
scoring model.

v Of 8,220 emails contacted, a total of 194 surveys or 2.3% were completed 100%
on line. Fielding dates: Dec 2017 to Oct 2018.

== Liberty Utilities
-_—
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Customer Satisfaction Results

Apple Valley Water Wave 8 2019

= Liberty Utilities
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Index Scores

v Current customer satisfaction levels are compared with comparable industry average
and top performers from J.D. Power’s 2017 syndicated (national) study.

v" For Wave 8 2019, overall index achieved was 544 compared to the West Water
Utilities average of 702 and West top performer of 744 .

¥" Top performance indices were Customer Service, Delivery, and Billing & Payment.

e

Index Scores - Cumulative 1
s34

e 797
o 736

SEEEEEEYS

DELIVERY PRICE BILLING &
PAYMENT

HCA- Apple Valley  EWest Water Utilities Avg. [ West Top Performer

2 < Liberty Utilities
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2019 Progress vs. Scorecard Target

This analysis and chart represents current CSAT progress against the 2019 threshold
satisfaction goal, assuming all factors are improved equally o reach that target

The 2018 threshold goal is to improve 25% over the cumulative overall customer satisfaction

score from 2018

2018 cumulative scores and the 2019 stretch goal are included for reference; the 2019 stretch
goals is to reach 55% of the top quartile overall satisfaction score by region, size and commodity
based on 2017 syndicated (National) results

Overall Delivery Price Billing &  Communications| Conservation Customer

Customer Payment Service
Apple Valley Satisfaction
2017 W1-3 474 587 293 552 399 457 587
2018 -W4 -7 521 635 343 607 454 495 688
2019 -Wave 8 544 656 380 603 484 528 655
2017 Top Quartile Score 716 766 664 769 678 702 829
2019 Minimum Threshold Goal (+ 25% of 2018 score ) 535 632 386 606 469 518 648
2019 Stretch Goal {55% of 2017 top quartile) 607 685 497 671 552 592 720
% of 2019 Threshold Goal 102% 104% 98% 99% 103% 102% 101%
% of 2019 Stretch Goal 90% 9%6% 76% 20% 88% 89% 91%

3
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2019 Progress vs. Scorecard Target Chart

Apple Valley CSAT Progress - 2019

4 < Liberty Utilities
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Wave Over Wave Comparison

Apple Valley - Wave over Wave Comparison

Wave 1-3 (2017 | Wave4-5 | Waved-6 | Waved-7 Wave 8

Category ¥

Cumulative) 2018 2018 2018 2019
Overall Customer Satisfaction 474 500 511 527 544
Delivery 587 605 606 635 656
Price 293 326 338 343 380
Billing & Payment 552 594 594 607 603
C lications 399 401 425 454 484
Conservation 457 463 482 495 528
Customer Service 587 676 681 688 655*

* Small sample size

Apple Valley- Wave Over Wave Comparison
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Scores by Indices & Attribute

Sorted by weighted impact to customer

% Overall West Water
Impact to West Water Utilities Top | % of Utilities | % of Top
Indice Performance Attributes Customer | CA Apple Valley | Utilities Average |  Performer Average | Performer
Delivery of water service 10.9% 6.93 7.92 8.39 88% 83%
Delivery Quality of water B.4% 5.24 7.08 7.97 74% 66%
Price Total cost of your water service B8.0% 293 6.36 6.72 46% 44%
Price Fairness of pricing 1.7% 285 6.32 6.70 45% 43%
Delivery Efforts to the water infi 7.3% 5.49 712 7.68 % 2%
Price Ease of undermndln;m pricing 5.7% 4.27 6.67 6.93 64% 62%
Conservation Variety of water conservation programs offered 5.4% 4.42 6.85 7.24 65% 61%
Conservation Planning for the future 5.2% 4.43 6.88 7.43 64% 60%
Conservation Actions to take care of the environment 5.2% 4.30 6.85 7.44 63% 58%
Billing and Payment Ease of paying your bill 4.1% 5.72 7.79 8.03 73% 71%
Ci i Usefi of suggestions to reduce usage/! bills 4.0% 4.33 6.86 717 63% 60%
Communications Efforts to communicate changes that affect account/service 3.9% 4.10 6.68 7.09 61% 58%
Billing and Payment Amount of time given to pay your bill 3.7% 6.13 7.48 7.74 2% 79%
= Creating messages that get your 7% 3.88 6.41 671 61% 58%
Billing and Payment Usefi of inf on your bill 3.6% 5.22 7.46 7.72 8% 81%
c ications |Keeping you informed about efforts to keep water costs low|  3.6% 341 6.50 681 52% 50%
Billing and Payment Variety of to pay your bill 3.3% 5.59 7.55 7.89 74% 71%
Online Customer Service \Appearance of the website 0.6% 6.00 7.96 8.28 75% 72%
Online Customer Service Ease of navigating the website 0.6% 5.20 801 852 65% 61%
Online Customer Service li of Iving probl stion, or request 0.6% 5.00 8.03 833 62% 60%
Phone Customer Service Timeli of resolving problem, question, or request 0.6% 6.14 7.84 8.53 8% 7%
Online Customer Service Clarity of the infe ion provided 0.5% 5.80 7.58 B8.46 73% 659%
Phone Customer Service Clarity of inf [« 0.5% 7.50 8.09 870 93% B6%
Phone Customer Service Courtesy of the representative 0.4% 833 7.98 8.32 104% 100%
Phone Customer Service Promptness in speaking to a person 0.4% 7.15 757 7.79 95% 9%
Field Customer Service of ¢ work 0.3% 9.00 827 849 109% 106%
Field Customer Service Courtesy of the field service rep 0.3% 1.75 8.30 8.56 93% 91%
Field Customer Service Quality of work performed 0% 7.00 827 850 8% 8%
Phone Customer Service Ease of the phone menu instructions 0.3% 7.80 7.95 8.65 98% 90%
Phone Customer Service Ease of phone menu prompts 0.3% 7.20 8.01 829 90% 87%
Phone Customer Service resentative’s concern for needs 0.3% 6.54 7.70 8.27 85% T9%
Field Customer Service Knowledge of the field service representative 0.2% 6.75 823 8.66 82% 78%
Phone Customer Service _|Knowledge of the representative | 02% | 78 | 808 8.28 % | 9% |
6 < Liberty Utilities
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Summary

v Top performance indices were Customer Service, Delivery, and Billing &
Payment

v" Areas of opportunity include conservation, Price, and Communication

v Wave 8 is the first CSAT survey completed using J.D. Power’s scoring model for
the 2019 scorecard year

v 0Of 8,820 emails contacted, a total of 151 surveys or 1.7% were completed
v" Surveys are completed online only

v" Fielding dates: Dec 2018

-J

== Liberty Utilities
-_—
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Attachment 1

Resolution No. 2019-23
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RESOLUTION NO. 2019-23

RESOLUTION OF THE TOWN OF APPLE VALLEY
AUTHORIZING THE TOWN MANAGER TO EMPLOY CERTAIN
LIBERTY UTILITIES (APPLE VALLEY RANCHOS WATER)
CORP. EMPLOYEES UPON THE COMPLETION OF THE
TOWN'S ACQUISITION OF THE APPLE VALLEY WATER
SYSTEM; DIRECTING THE TOWN MANAGER TO RETAIN
SUCH CONSULTANTS AS MAY BE NECESSARY FOR THE
ADMINISTRATION AND OPERATION OF THE SYSTEM; AND
FINDING THAT NO FURTHER ENVIRONMENTAL REVIEW IS
REQUIRED UNDER CEQA

WHEREAS, the water system currently owned and operated by Liberty Utilities (Apple Valley
Ranchos Water) Corp. (the “Apple Valley Water System”) is an integrated and independent
water system that provides water service primarily in the Town of Apple Valley; and

WHEREAS, pursuant to the Resolutions of Necessity adopted by the Town Council on
November 17, 2015, the Town is pursuing the acquisition by eminent domain of the Apple
Valley Water System for multiple reasons, including, but not limited to, the following:
longstanding public concern about escalating water rates; the significantly higher water rates
paid by customers of the Apple Valley Water System as compared to neighboring jurisdictions;
lack of local control over water rates, service, expenditures, and policy; lack of responsiveness
and accountability of the corporate owners to concerns of ratepayers within the service area;
lack of transparency in the operation of the Apple Valley Water System; and lack of long term
water planning coordinated with Town planning objectives and community input; and

WHEREAS, the owner of the Apple Valley Water System previously sued the Town to challenge
the adequacy of Environmental Impact Report (“EIR”) certified by the Town and analyzing the
acquisition of the Apple Valley Water System under the California Environmental Quality Act
(“CEQA") (Pub. Res. Code, § 21000 et seq.), but the Superior Court of California, County of San
Bernardino, entered judgment in favor of the Town on March 23, 2018; and

WHEREAS, the EIR certified by the Town described and analyzed Liberty Utilities (Apple Valley
Rancho Water) Corp.’s vender, service, and “Employee Makeup” — including the approximate
number of employees, their roles and responsibilities, and the primary locations from which
employee tasks were undertaken — and confirmed that the Town anticipated that it could
operate the system using approximately the same number of employees; and

WHEREAS, the actions described within this Resolution involve personnel, staffing, and
employment decisions that will not result in any physical changes to the System that may cause
direct, indirect, or cumulative environmental impacts, such that these actions are not a “project”
requiring environmental review within the meaning of CEQA; and

WHEREAS, even were these actions arguably a CEQA “project,” the retention of Liberty Utilities
(Apple Valley Ranchos Water) Corp.’s employees is exempt from CEQA pursuant to 14 Cal.
Code Regs. 8§ 15301 (the Class 1 “Existing Facilities” exemption) because these actions merely
authorize the continued operation of an existing system by existing employees; and

WHEREAS, even were these actions arguably a CEQA “project” and not exempt, the retention
of Liberty Utilities (Apple Valley Ranchos Water) Corp.’s employees is consistent the Town
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Council’s previous analysis of the acquisition of the Apple Valley Water System and no new
information of substantial importance showing any new significant environmental impacts (such
as changes in the nature of the acquisition, changes in the circumstances under which the
acquisition is undertaken, or new information) has become available, such that no further CEQA
review is required pursuant to Public Resources Code § 21166 and 14 Cal. Code Regs. 8
15162; and

WHEREAS, the Town’s eminent domain suit against the current owner is currently proceeding
through the Superior Court of California, County of San Bernardino; and

WHEREAS, the Town recognizes that the owner currently employs a number of individuals with
experience in operating the Apple Valley Water System; and

WHEREAS, the Town will need qualified operators for the Apple Valley Water System once the
Town'’s acquisition by eminent domain thereof is complete.

NOW, THEREFORE, BE IT RESOLVED by the Town Council of the Town of Apple Valley as
follows:

Section 1. Incorporation of Recitals and Staff Report. The Town Council finds that
all of the foregoing recitals and the staff report presented herewith are true and correct and are
hereby incorporated and adopted as findings of the Town Council as if fully set forth herein.

Section 2. Support for Employing Certain Liberty Utilities (Apple Valley Ranchos
Water) Corp. Employees. The Town Council supports employing all of the current employees of
Liberty Utilities (Apple Valley Ranchos Water) Corp. responsible for the administration and
operation of the Apple Valley Water System, with the exception of executive and contract
employees. The Town Manager shall also have the authority and discretion to determine which
positions are executive.

Section 3. Authorization to the Town Manager. If and when the Town’s acquisition
of the Apple Valley Water System is complete, the Town Manager is hereby authorized to
employ all current non-executive and non-contract employees of Liberty Utilities (Apple Valley
Ranchos Water) Corp. responsible for the administration and operation of the Apple Valley
Water System and meet all of the conditions specified in Section 4 of this Resolution. Such
employment shall begin on or about the date that the Town assumes administration and
operation of the Apple Valley Water System. The starting base salary/wage rate for each
employee hired by the Town shall be no less than the base salary/wage rate he or she enjoyed
on July 23, 2019. All other benefits and terms and conditions of employment shall be the same
as applicable to other similarly situated Town employees, with each employee hired under this
Resolution retaining his or her date of hire by Liberty Utilities (Apple Valley Ranchos Water)
Corp. for purposes of calculating the appropriate level of benefits. However, this shall not apply
to any statutorily defined benefits such as retirement benefits through CalPERS.
Notwithstanding the fact that employees hired under this Resolution will retain their date of hire
for most benefit purposes, all employees hired under this Resolution shall serve a probationary
period as a new hire in accordance with Town personnel rules, policies, and regulations. The
Town Manager shall also have the authority to restore any paid leave balances that were
accrued during an individual's employment with Liberty Utilities (Apple Valley Ranchos Water)
Corp. that were not cashed out upon separation. Executive and/or contract employees will be
evaluated by the Town Manager on a case-by-case basis for employment with the Town based
on qualifications and needs of the Town upon acquisition. The Town Manager shall have the
authority to offer, subject to Council approval, benefits and compensation to preserve benefits
accrued as an employee of Liberty Utilities (Apple Valley Ranchos Water) Corp.
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Section 4. Eligibility Conditions. Before the Town Manager may employ any
individual pursuant to this Resolution, the Town Manager must ascertain that said individual
meets the following eligibility conditions:

(a) the individual was an employee of Liberty Utilities (Apple Valley Ranchos Water)
Corp. on the Effective Date of this Resolution and continued that employment through
the date that the Town assumes administration and operation of the Apple Valley Water
System,;

(b) the individual served in an eligible position as described in Section 3 above and
directly related to the administration and operation of the Apple Valley Water System for
the duration of the period specified in Section 4(a) above;

(© the individual meets the minimum qualifications for the relevant position as
delineated by the job description therefor;

(d) the individual meets the minimum requirements for employment with the Town,
including, but not limited to, successfully completing and passing any and every
background check required under federal, state, or local law; and

(e) the individual satisfies any and every other standard requirement that any other
prospective Town employee must satisfy for employment with the Town.

Section 5. Retention of Consultants As Needed. The Town Manager is hereby
directed to retain such consultants and vendors as he considers necessary for the successful
administration and operation of the Apple Valley Water System in accordance with his powers
and duties under Section 2.08.060 of the Apple Valley Municipal Code and in compliance with
the Town’s purchasing system set forth in Chapter 3.12 of the Apple Valley Municipal Code.

Section 6. Custodian of Records. The documents and materials that constitute the
record of proceedings on which this Resolution and the above findings are based are located at
the Town'’s offices at14955 Dale Evans Parkway, Apple Valley, CA 92307, and the custodian of
records for these documents is the Town Clerk.

Section 7. Effective Date. This Resolution shall take effect immediately upon
adoption. The Mayor shall sign this Resolution and the Town Clerk shall attest and certify to the
passage and adoption thereof.

PASSED AND ADOPTED this 23rd day of July, 2019.

Larry Cusack, Mayor

ATTEST:

La Vonda M. Pearson, Town Clerk
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