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By Tina Richards

North Tustin customers of 
Golden State Water (GSW), in-
tent on ousting that privately held 
company in favor of a public 
utility with lower rates, learned 
that they have a long road ahead 
of them, fraught with fundrais-
ing, lawsuits, negotiations and a 
stubborn agency that will likely 
refuse to sell.

The scope of the challenge they 
face was brought home during a 
public meeting, Nov. 19, spon-
sored by the Foothill Communi-
ties Association (FCA). It fea-
tured representatives from two 
cities that have experience fight-
ing the same battle.

Research conducted by the 
FCA’s Stop the Ripoff commit-
tee has shown that Golden State 
Customers pay two, three, even 
four times as much for water as 
comparable users in neighbor-
ing communities.  Golden State’s 
rates have gone up 100 percent in 
the last 10 years, with no end in 
sight. The company already has 
CPUC (California Public Utilities 
Commission) approval to raise its 
rates another 20 percent over the 
next three years.

It can happen here
The cities of Ojai and Felton, 

California, fought back.  Felton, 
a community of 4,000 people, 
successfully removed itself from 
the stranglehold of Cal-Am Wa-
ter in favor of the San Lorenzo 
Water District in 2008.  Ojai just 
held a special election, asking 
Golden State customers whether 
they wanted to float a bond to re-
place the company with the Casi-

tas Water District.  Eighty-seven 
percent of the voters who turned 
out said yes.

“It’s a slow, methodical war 
with a lot of tiny battles,” Rich-
ard Hajas of Ojai told the stand-
ing-room-only audience of some 
350 water customers.  “The com-
mon response from agencies is 
‘you can’t afford it’ and ‘GSW 
will make it as legally difficult as 
possible.’ ”

FCA estimates the legal cost of 
its battle to be about $2 million. 
An already completed feasibility 
study estimates Golden State’s 
assets to be $10 to $20 million, 
which is roughly what it would 
cost to buy out the company.   A 
30-year bond for $25 million 
would cover the costs; and would 
be paid back by GSW users -- 
about $73 every two months.  
“It’s still a considerable savings 
over what those customers pay 
now and will continue to pay,” 
notes Stop the Ripoff Co-chair-
man John Sears.

While FCA is analyzing finan-
cial scenarios, Hajas cautions that 
there are several ways to structure 
a debt, and the water company 
that agrees to displace Golden 
State might have its own ideas.  
In Ojai, the expectation that the 
bond would be paid off via wa-
ter bills was overruled in favor of 
adding the debt to water custom-
ers’ property tax bills.  “Prepare 
to be flexible,” Hajas said.

Water company will call it
Flexibility helps because find-

ing a public water agency to re-
place Golden State is paramount 
in the process. “You can’t do 
anything until another company 
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agrees to take you,” Hajas said. 
“You need the alternate water 
company to handle the GSW 
acquisition, take on the existing 
infrastructure and deliver water 
at a cost comparable to what its 
current customers pay.”

In Ojai, switching from GSW 
to a public agency will reduce 
the community’s total annual 
water bill from $5.3 million to 
around $1.9 million.  That an-
nual savings is well in excess of 
what it will cost Ojai water users 
to replace GSW with the Casitas 
Water District.  But the savings 
aren’t rolling in yet. Golden State 
has declined to sell its assets; the 
condemnation process will likely 
take another three years.

That’s what happened in Fel-
ton. Jeff Oderman, an attorney 
with Newport Beach-based Ru-
tan & Tucker, handled the Felton 
buyout and is now representing 
Ojai.  “Cal-AM refused to sell,” 

he said, “so we had to start emi-
nent domain proceedings.” San 
Lorenzo offered $7.6 million; the 
utility wanted $25 million.  Cal-
Am settled for $10.5 million a 
week before the trial date. Gain-
ing public ownership of its water 
resources took Felton about four 
years.

The price you pay
“You have to remember,” Oder-

man noted, “public ownership 
and local control of your water is 
what’s important.  Private com-
panies have to make a profit, they 
have to pay stockholders.  Pub-
lic agencies don’t.  Public water 
companies charge only what it 
costs to deliver water. They are 
barred by Proposition 218 from 
making a profit.”

Water customers at the FCA 
meeting were not intimidated 
by the details or the costs of 
the fight they have yet to face. 

Their immediate task is generat-
ing community support. Of the 
area’s 2,700 customers, 400 have 
weighed in with volunteer help 
and cash donations.  

“We need strong community 
support for this effort to be suc-
cessful,” says FCA President 
Rick Nelson, “If not, then we’re 
done.”  FCA is sending a survey 
to each residence, asking if the 
household supports the effort to 
obtain a public water agency.  If 
the answer is yes, respondents 
are asked how many registered 
voters in the family would favor 
it.  Surveys will be returned to a 
third party, who will tally them 
for FCA.  “Talk to your neigh-
bors,” Nelson told the audience. 
“Tell them why this needs to be 
done. Our water rates will contin-
ue to increase.  This is a one-time 
opportunity for the community.  
This project, in time, is going to 
need everyone’s vote.”

John Sears, co-chair of North Tustin’s Stop the Ripoff, explains the process and cost to replace the pri-
vately owned water company that services the area with a reasonably priced public company. An attentive 
audience of disgruntled Golden State Water customers packed the hall.  
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