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PAJARO VALLEY HHTER MANAGEMENT AGENCY. @ I / -  - .~ 

36 HRENNAN STKEET WATSONWLE, CA 95076 

FAX: (831) 722-3139 

email: infoOpwmadstca.us * wwwpvwrna.dst.ca.us 
TEL: (831) 522~9292 

October 19,2007 

Ms. Elk  Pirie 
Second District Supervisor 
Santa Cruz County Board of Supervisors 
701 Ocean Street, Room 500 
Santa Cruz, CA 95060 

Re: October 16,2007 Discussion of Paja Valley Water Management 
Agency’s Options by Bruce Laclergue, General Manager 

Dear Ms. Pirie: 

Enclosed, in response to your request for documentation of some of the issues touched upon 
by Bruce Laclergue, our General Manager during his presentation earlier this week to the 
Santa C m z  County Board of Supervisors, are copies of the following PVWMA Board 
agenda items: 

0 June 20,2007 - Action Item 5E: Consider Implementing a Proposition 
21 8 Compliant Approval Process to Establish a Groundwater Charge; 

July 18,2007 - Action Item 5C: Continued discussion on Implementing a 
Proposition 21 8 Compliant Approval Process to Establish a Groundwater 
Charge; and, 

deptember 5,2007 - Item 4A: Further consideration of potential revenue 
alternatives in event of adverse result in validation action. 

~ 

~ . ~ ~ 

e 

Also enclosed for your complete information are typewritten notes of Bruce’s presentation. 

Enclosures: as noted 

Copy (w/enclosures) to: 
Janet K. Beautz, Chair 
Santa Cruz County of Supervisors 
Bruce Laclergue Item 6 
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DATE: lune 14,2007 
MEETING OF: June 20,2007 
TO: Boqd of Directors . 
FROM: General &ager 
RE: ACTIOk ITEM 5E: Consider Jmplementing a Proposition 218 Compliant 

Approval Process To Establish a Groundwater Charge . .  

BACKGROUND ‘. 
At the June 6,2007 Board Workshop, under discussion’related to the adverse ruling by the Court of 
Appeal, the matter of developing a Proposition 218 compliant groundwater charge that would 
complement the Agency’s existing augmentation charge was also discussed. Counsel subsqqquengy 
prepared supplemental information on the Proposition 218 appmvd process for the Board to consider 
witb this action. The information from Counsel is attached to this memo. 

~~~ - 
prepared by Counsel, staff would &ommend that.Board consider moving forward with a process set 
forth in Article Xm D of the California Constitution for fees or charges for ‘>property-related” water 
service. This procedural approach entails providing 454ays mailed notice and conducting a public 
“majority protest” hearing. The other would involve the additional step of seeking an affirmative 
majority vote of the owners of parcels subject to the charge. Under Proposition 218, this additional step 
is required for property related fees or charges other than those for “sewer, water or refuse collection 
services.” 

1 

groundwater management programs and practxes outlined in the Revised Basin Management Plan 
constitutes provision of water service, as set fortb in Proposition 218, thereby exempting the charge from 
the majority voter appxoval reqwrement applicable to property related fees and charges generally. The 
Board could voluntarily conduct a majonty vote process in lieu of the less burdensome “majority 
protest” approach but thls is likely not requmd. The Counsel memo clearly provldes a ratlonalc, based 
00 statutory interpretatton, for concluding that the ma~ority protest process would be legally defensible, 
and it  would clearly be the easier of the two processes to implement. 

It was fnrther discussed at the workshop meeting that the Board create a task force to build consemus OR 

the structure of a proposed charge, the amount of revenue that the Agency would need on an annual 
basis, and hence the appxopriate groundwater charge to consider. Staff will bnng this matter forward as 
a discussion item at the next meeting of the Board. 

6 0 0 0 0 3 5  
- 2 -  
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HSCAL IMPACT 
The administrative cost of implementing a Proposition 218 approval process, including the cost of 
providing notice to affected property ownem, will vary dependidg on the approach selected. 

RECOMMENDATION 
S t a f f r r c o m n d s  that the B ~ w d  diiect.staff to move forward with initjabon ofa Proposition 218 
compliant “majority protest” procedural appmatch to address establishing a groundwater charge that 
complemenWthe Agency’s existing augmentation~charge. 

A~TACHMENT 
Counsel’merno dated June 14,2007 

. .. ~. 
. - - . 

~ ~. . -~ .~ . 
..... .. . -  .. . . -. .- _. - 

. . . . . ,. . -. -~ .... .~ . .  ,. . 

. . .  

I 



Fax 8317223139 Oct 2 5  2007 0 6 . 2 6 ~ 1 ~  P006/019 
PVWMR u+ w urriLk> 

ATCHISON, BARISONE, CONDOTTI & KOVACEVICH 
A PROFESSIONAL CORPORATION 

1 333 CHURCH STREET 
JOHN G. BANSONE SANTA CRUZ, CAWFORNJA 95060 TELEPHOXE (831) 423 8383 
ANTIIONYP CONDOTn WEBSITE. XnUW hBC-LAW COP1 FAX. (831) 423-9401 
GEORGE J KOVACEWCH 
BARBARAH CHOI 
SUSANE BARISONE 
UrENDY B. MORGAN 
3EFpREY E. BARNES 
HEATHEXI LENHARDT 

EMAII. ADm@ABc-LAw cc 

MEMORANDUM 

TO: 

FROM: 

Bruce Laclergue, PVWMA General Manager 

Anthony P. Condotti, PVWMA Geneml Counsel 

RFi ACTION ITEM 5E: Considm Implementing A Proposition 218 Cmpliahf 
Approval Process To Establish A Groundwater Charge 

This memorandum is being provided in anticipation of the Board of Directors' potential 
consideration o f a  process for moving forward a Proposition 21 8 compliant groundwater charge, 

d e t e m k d  that it #as bound by b e  Supreme Court's decision in Bighorn-D-sert V i e w  .Vater 
Agency Y. F'erjil to conclude that the charge i s  a 'p*Dr)erty related fee or charge" as treated in 
Cdifomia Co&titution, Article X m  D, subd. 6. 

Regardless of the outcome of the validation action, it wbuld seem unlikely under ahy scenqio 
that thk.augmentatiun charge will ultimately be' deemed a tax, subject to the voter approval 
requirements of Article XUI C, or an assessment subject to Article Xm D, subd. 4. Accordingly, 
while the Court of Appeal decision leaves mmy questions unanswered, the decision does present 
a roadmap of sorts for moving foxward with a proposition 21 8 compljant "property related fee or 
charge"process.purmant to Article Wr D, subd. 6.' 

1 P r o c e d d y ,  Anide 13D requires theproposing. agency to identify parcels upon which the &age wiU 
be imposed, and to conduct a public hearing. (Art. I 3D2 f 6, subd. (a)(l).) The hearing must be preceded 
by at least 45 days wrjtttw notice to affected owners setting forth, among otber things, a ''calcu&pon]" of 
"[t]he amount of the fee or charge proposed to be imposed'upon each parcel ~.. _I' (Bid.) If' a rnajoriv of 
affected ownemfiJe Wrinen protests at the public heahg, "the agency sbdl not impose the fee or cbarge." 
(Art. 330.  $6 ,  subd. (a)(2).) Moreover. Unless the charge i s  for "sewer, water, [or] refuse collection ) 
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Proposition 21 8 prohibits the imposition of fees or charges for property reIated water services if, 
afterthe requisite notice i s  given and hearing conducted, written protests are filed by a majority 
of the oyners of parcels identified for imposition o f  the charge. Property related fees or charges 
for purposes other than sewer, water or refuse collection services must furtheniore be approved 
by a ‘ha jor i ty  of the property owners of the property subject to the fee or charge”, Le., by ail 
m a t i v e  majority vote. As discussed at the last meeting, one of  the questions left unanswered 
by the Court of Appeal in P W  Y Amrhein is whether the augmentation charge would be 
exempt fiom voter approval requirements under the exemption for“sewerj watei, and refuse 
collection services”. Although the Court of Appeal essentially found that it wag unnecessary to 
resolve this issue in order to render i ts decision, there are good arguments for concluding that this 
exception would apply. For instance, while the term “water service’’ is not defined in Proposition 
21 8, the Proposition 218 Omnibus Implementation Act (Cal. Govt. Code $53750, et sq.) defines 
‘%Nates” as’ “any system of public improvemats intended to provide for the production, storage, 
supply, treatment, or dishbution of water.” T h e  projects and progranis described in the 

Obviously, any proposed groundwater charge would be much more likely to sunrive a majority 
protest bearing than gamer approval by a majority of property owner owners who choose to 
return a ballot for tbe same charge. Accordingly, there are distinct advantages to choosing the 
“majorjtypmtest” option. Moreover, while the lack of voter approval has f?equFtly been cited 
$the basis for opposing the augmentation charge, the fundamental philosopbjcal difference 
between q p f t e r z  and opponents of the charge is not over whether the charge should be . .  

the probletn (all groundwater users), 01 borne exclusively by those who are dexing the effects 
of overdraft (coastal us&). Give~tbis phiiosophical diGde i t  i s  reasonably likely that any 
revenuemechanism that seeks to spread the cost of gbundwater management throughout the 
basin will be challeng,ed in court, with the focus of such challenge bung wh&,er charge is in 
compliance &th the subsfant& requirements o f  Proposition 2JS However, the Agency would 
have a number of sttong arguq~en@ in its favor in defense of such a challage: 

senices,” “no property related fee or charge shall be imposed or inmasad unless and [it] i s  s u b m i d  and 
approved by a majority votc of the property owners ofthe pruperty&bject 16 the f& dr ckarge or, at the 
option of  thc agency, by a two-thirds vote of the electorate residing in the affected area.“ (Art 13D, 3 6, 
mbd. (c).) . 
2 Proposition 218 imposes tke foliowhg substanhvc requirwents: (1) Rwenues derived &om thefee or charge 
shall not excecd the funds required to provide the property dated scrvice. (2) Revenues derived from the fee or 
charge 8bdl not be uscd for any purpose orha &an h t  for whicb the fee or charge ruas &posed. (3) Tbe amouot.of 
a fee or chEe i m p o s e d  upon any parcel M person as an incident ofpropcrty opllership shall not exceed the 
proportiod cost ofthe service amiutable to the par& (4) No fee’pr charge maybe imposed for a e c e  unless 
that service is actually used by, or immediately available to, the o%er ofthe property in question. (5) Po fee or 
charge may beimposed for general goverumental services including, but not limited lo. police, &, ambulamc OJ 
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Aside fiom the decision of whether to utilize a majority voter approval process, development of 
complementary, Proposition 218 compliant, groundwater charge will present a number of 
questions and issues that must be addressed, and which will also provide opportunities for 
consideration of alternatives to the existing augmentation charge: 

For instance, undw the current augmentation charge, the ultimate responsibility for paying the 
charge rests with the owner ofthe well h m  which groundwater is extracted. Applying the 
procedures of Prop. 218 fur property related fees or charges, this would mean that aprotest (or 
vote) submitted by the owner of a well serving a single residential parcel would carry the same 
weight as that of the owner of a well serving a large public water supply system. On the otha 
hand, the owner of a residence served by a municipal water purveyor. wouid have no opportunity 
to ~articipate.~ In this regard, a single protest (or vote) per parcel process seems to give UnfBir 
weight to the owners of residential wells, at the expense of oWners of large water production 
facilities for agricultural and municipal purposes. In developing a complementa~y charge, 

Additionally, development of a complementary charge for goundwater use may provide an 
opportunity to explore alternative rate structures, such as: ( 1 )  differential charges for agriculbxal 
versus municipal or industrial uses, (2) development of a tiered fee mc tu re  to encourage 
conservation; or (3) differential charges based on superior groundwater nghts. Of come,  the key 
to development of  a successll charge will be to craft one that is f&, capable of gamering 
substantial (if not majority) public support, and reasonablylikely to withstand a legal challenge. 
This will present a con,siderable,but w~rthwhile. chaue- ia&hweamigned-& &e------ 

.-  ~ ~ . .~~ -..., , ~ .  ... . . . ~ . .  
- .newreeSbrraure. ..~ ~- . -. 

I will be happy to respond to questions or comments at Wednesday’s meeting 

Smcerely, 

id 
Anthony P. Condotti 
General Counsel 

~~ ~~ 

1ihary S&ces, W%ee tbc service is available to thc public at large in subsfantidly the  same manner as it is to 
property owen. 

3 Imnicalh, thc Court of Appeal’s determination thet the augmentation charge is ‘pmpertytylated” was heavily 
influenced by the fact tbat approximately 80% of thc wells in the Pajaro Vallcy are for residential properk. even 
though thcsc wells account for only about 5% of overall goundwater consumption. 1 
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DATE: July 12,2007 
MXETING OF: Jufy 18,2007 
TO: Board of Diieetors 
JXOM: General Manager 
RE: 

. 

ACTION ITEM 5C: Continued discussion on Xmplementing a Proposition 21 8 
Compliant Approval Process To Establish a Grarmdwater Charge 

. .  . .. . , . , . . , , . ~ . .  ~ . .- 

BACKGROWD . 
At the June 6,2007 Board Workshw, under discussion related to  the adverse ruling by the Court of 
Appeal, the matter of developing a Proposition 21 8 compliant grounchmter charge that would 
complement the Agency’s existing augmentation charge was also discnssed. C o w e l  subsequently 
prepared supplemental information on the Proposition 21 8 approval process for the Board to consida 
with this action. The information fiom Counsel is a m b e d  to this meme. 

The information fiom ~~ Counsel identifies two approaches, which if su-ful would. ewwe Pmositioa 
.. . ~. . ~ .. ~~ ~-gjJ-w~T6wmmgc-B~. 6 B ~ z * e ~ ~ e z f i o ~ & - a g o ~  : 

=el, sta@would recommend that Board consider moving forward with a process set 
forth in Article Xm D of the California Constitution for fees or charges for “progerty-related” water 
service. This procedural approach entails providing 45-days mailed notice and conducting a public 
“majority protest” hearing. The other would involve the additional step of seeking an affirmative 
majorityvote o f  the owners ofparcels subject to the charge. Under Proposition 218, this additional step 
is required for property related fees or charges other than those for “s-, water or refuse collection 
services.” 

~! 

Constitutes provision of water service, as set forth in Proposition 21 8, &ereby exempting the charge from 
the majority voter approval requirement applicable to property related fees and charges generally The 
Board could voluntarily conduct a majority vote process in lieu of the less burdensome Ynajority 
protest” approach but this i s  likely not required. The Come1 memo clearly provides a rationale, based 
on statutqry interpretation, for coonclhding that the majority protest proress would be legally defensible, 
and it would clearly be the easier ofthetwo processes io impkment 

It was further discussed at the workshop meeting that the Board create a task force to build consensus on 
the structure of a proposed charge, the amount of revenue that the Agency would need on an annual 
basis, and hence the appropriate groundwater charge to consider. S t a f f d l  bring this matla forward BS 

a discussion item at the next meeting of the Board 

0 0 0 0 0 3 ?  
- 7 -  
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FISCAL IMPACT 
The adminisimtive cost o f  implementing a Proposition 2 18 approd process,:iiicluding the cost of 
providing notice to affected property owners, will vary depending onahe approach selected. 

RECOMMENDATION 
~taffrezommends -the Born direct staff to move-? ?, 
compliant “mmajority protest” procedural approach to address establishing a groundwater , .  charge 1 #at 
complements the Agency’s existing augmentation charge. 

. .  . . - . . y . .  ~ . . . . . ’  .... . 
., 

ATTACHMKNT 
0 CoUnSel memo dated July 12,2007 ~ . ~ . .  



TO: 

PROM: 

D A I E  

RE: 

Bruce Iaclqgue, PVWMA General Maoaga 

Anthony P. Condotti, P V W 4  Oeneral Counsel 

July 12,2007 

ACTION ITEM 5C: Contiuued Discussion On Impternentin8 A Proposition 2 I8 
Compliant Approval Process To Establish A Qroundwetes Charge 

-~ ~ - __~-- - . - . .  . ~ .-... ~ ~ . . .  ~~ ~ ~ ~ . . ~ .  ~.~ . ~ .. . 
~ .. . 

This is a fOIlow-up to %he. memor&dum f provided in advance ofthehie 20’ agenda item 
d y i i n g  the possibility of moving f o d  with a Proposition218 oompliant groundwater 
charge based on the provisions ofCalifornia Constimtion Article XLZID, sub& 6pertaining to 
‘~proaerty-xelatea fees or chmges.’’ I It i s  my deistrma;ne that &BO& will continue this 
discussion at &e July 18” business meeting, with a follow-up di&n at the August business 
meeting to explore anoge of potentin1 nltematim for funding the Agency’s Basin hlana,pnent 
pjects. 

1 

Appeal‘s dC%wtiQn in P m . v .  Amhein that tho augmcabatiwchargt is a ”property- 
related fee or cb.argtj”.k upheld a d h o m e s  fiord. Itwauldnotcorapledy imulite.fhe Agency 
from$e.risk offirnhq litigafjon, h a u s e  the Court of.Appea1 did rn examine whetha the 
augmentation chaFge camplies with. the “substantive” raqnirpments cif Proposition 2.M. 
However, given that case law involving the substantive requirementiof P-ficm 2x8 is not 
weidevelo& and the philosophical divide W exists on the Issur: d h o w  tho‘costs of 
balancing the groundwater basin shouldbe allocabed, itis rea~bly&resezable+ht any 
rnetfiodology that one~could proposewiU be challenged in tout, andthe result of such a 
challenge cannut be predicted with cmiainty. 

In my opinbn, however, ihcm arc a number of strong argwhents that nunit charge imposed on 
groundwater pumping and wed to fimd implementation ofthe Rwised BMP would Satisfy the 
substantive requjtments of  Proposition 21 8 refdng to ”property-related fees or charges”. 

Under PropoSition 21 8,  fees or charges for property-related “sewer, M e r ,  or refusc collection 
savicw” are subject to amajority protest (as opposad to an a,f&rm& majority votc, wEch is 
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re@red for all other properly-related fees or charges). WhiIe the term Svata senrice‘‘ is not 
defined in Proposition 218, Ihe Proposition 21 8 Omnibus hpleme.ntalion Act (Cal. Govt. Code 
853750, et seq.) d e f i  ‘%teI” 8s “any system of public improvements intended to *de for 
lhe pmduction, storage, supply, trcatrnent, 01 distrtbution of wirter.” Tbe projects and programs 
d d b e d  in the Agency’s Revised h i a  Management Plan, and funded by the augmentation 
&age, m l d  seem to clearly fali within this definition 

Therdore, there appesrs to be a sound l&gaI trasis for cancluding that a groundwater pumping 
dmge adopted pursuant to a majoritty protest process would satisfy tbe requfrements of 
h o p i t i o n  218, provided that the other substantive requirmmb canbe met AccwYmgly, this 
memorandum exmnines those requkmeab as follows: 

3. Bevenues denwd from the fee or charge shallnot exceed the fufids 
reguted io  provide the proper& relafed ssrvice 

__ - - - - A ~ s i * @ m -  - - - anw--**%d-e--- - ---: - 
pumpmg charge would be used far the piupoposes outlined in the Revjsed Basin Management Plan, 
as follows: 

Balance water demand withh the PVWMA service awx with mtakmble 
water supplies; 
Prevent seawater intrUsbn in the area served by the mf and 
1niti-e long-range programs to protect wata wpty  and quality within t he  
basin. 

- 
-.------ ..---_I L_ -c------pr _ _ _ >  -___L_---. --c-- - - __ _I- -- ___ -- ___-- - 

Assuming that the ~ugmentatl~n charge is ultimately determined to be a piopcrty-rel$ted fee or 
charge as defined by Froposition 218, it lagkally follows that &Prqje& and pgrtuns it funds 
would be ~ ~ ~ ~ i d e r a d  a propertyrelated service. Inasmuch as the ament S16Olafarrgmentation 
charge is insnfiiaient to M y  fundthe projects outlined in the R&BMP, it is clear that the 
ICVCQU~ denired from a Oomplementary groundwater charge would nat exceed rbe-funds 
required to provide this service, 

L 

This requirement is self-explmtory. 

0 0 0 0 0 3 6  
-10- 
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3. The umowii qfn.fec or chmge imposed upon anygmml orpmon IW ~ T R  

incident ofproperq mvnershp shall not exceed thaproporfional &sf of 
the service a&ihutnbla io IhepmeL 

There is an interesting dishct ion inProposition 218 between the sobstantiverequiremenks 
applicable to as~bssments vmuspropertynalated fees or charges. Specifically,Pmposition 218 
states that tbat ‘’no asse5sment shall be imposed on any pard which excecda the leasombk cost 
of theproporrlonulspecil bent$? cor$erredon rha)pmcel rOy the 
amount of8 property related fe OF chargc must not exceed the pmportional cost of the sewice 
“umibUru6le ro” the parcel. For purposes of implementing a basin-wide ground- puqiag 
charge, t h i s  distinction would appear to be of critical hptnnce. Op the one hand, dthough the 
projects and p r o m  described in ole Revised BMP, as outlined h e ,  have a basin-wide 
benefit, the specific merhods for achieving a balanced groundwater basin clearly have a more 
direct effect on properties that receive suppiemental wates. Theref- it would be difficult to 

By contra@, the 

- ^ ^  ~. 
bther hand, the cost of balancing the grgundwater-basin “amibutable io” a p a r d  of pmperty can 
be directly cotrelated to the amount of gmmdwater extmcted from awll on the parcel. 
Accordingly, there appears IC) be B very strong argument that D unit b n x d  groMdvyster p u m p d  
charge used to fund projects desi& to mitigate the dfects of grmmdwnter ovadraft does not 
exceed the proportional cost ofthe service ‘’attributable to”the parcel, even of the pamel in 
quesdon does not receive a direct “special ben&it” proportional to the amount o f  the charge 

I 4. No fee or charge m y  be imposed for a service unlecs ihnt service is 

Since the purpose ofthe projects outlined inthe Rwised BIvfP is, genemlly, to balance the 
groundwster basin and, more specifically, to mitigate the effects of EBsinwide over-pnmpm$ it 
follows that any person lbat pumps groundwater is using and benefitiDg from the aerVice funded 
by the augmmfaffon chargdalancing the gmundwater basin, and would likewise benefit frrym 
a complementary charge. 

5. No fee or chorgs ?MY be imposed for general govenvnenlai 8etViCt-S 

including, brd not I W e d  to, police, jire, ambuloncsor library S W ~ ~ E Y ,  

when the service is avnilablP to the public ai large in J l r b f a x t M &  the 
same mrmner as ii ls topropprty owmrs. . 

Unlike police, fire, ambulm,  library VT similar services, the uge ofgroundw8ter Is not generally 
mailable to the public at h g e  in the same manner thar it is arsilnbieto prop ly  owners Ratha, 
pundwata is generally only avadeble: (I) a property owner or tenant who extracts the water 
fmm a well, as  in a rural res idda l  or agricultural user, (2) B proper?y owner or tenant who 

#00003’? 
-11- 
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receives water at hi3 or her residemew place. of business,' or (3) a perm who r&ea water 
Service prwjded a8 a cowtasy by a property owner or tmmt Unljkc st&m provided by, for 
exampla, plica or fue agencies, a puson k not able to avail himselfor herself of the basin's 
groundwater supply simply by baing present within the boundaries ofthe A p q  and displaying 
a need for mer. 
h d  OD the foregoing, there a- to be a strong 
p q k g  charge that is adoptea pursuant to the p m  requi- of ~rapdsiiionZ18 
would meet &e substantive rquiments of Proposition 218 for  ppeity-related fees and 
charges. 

that a cornp1emenhy groundwater 

1 will be bappy to respond to qu@im or comments at Wnfnasday'smecting. 

aopoSmDn 21% def3nen pmpetty opmasbip to include tmwcies of rea) property wbere thekmnt is d M l y  liable I 

to peythe Re or charge jn qMm. 

1 2 -  
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MEMORANDUM 

TO: 

FROM: 

Btuce Laclague, PVWMA General Manager 

Anthony P. Condotti, PVWMA Gmeral Counsel 

DATE: Jwe.20,2007 

RE: 
.~ ~ ~ -- . I.._..._-__.-..I-_ I - ~ .. . . .  ~ . .  . .. . ~~ . . . .~ . . - ~.. . . .  ~ . .  ~ . 

ACTION ITEM 5E: Continued discussion on Implementing A Proposition 21 8 
Compliant Approval Process To Establish A Groundwater.Charge 

?his memorandum is being provided in anticipation of the Board of Directors' potential 
consideration of a procqs for moving forward a Proposition 21 g compliant groundwater charge, 
pending the Agency's challenge to the adverse ruling by the Sixth Appellate District in the 
Validation Action.(PYWM v. Amrhein). As-discussed at the last m&ting, the Courtof Appeal 

- ~. 
. .  . . 

-~ . . ~ -~ 
A .  

~ . . . . . . , d e t ~ Q a & t 2 x i ! i s : & g a . & ~ > ~ - ~  . - 
.@&$&-6 16. a ,'pq&y ~ I a ~ : f e ~ ~ c h ~ g p  &I" 

_. 

CaliforniaConstitution3 Ar t i c l e  Xm D, subd. 6. 

Regatdlesofthe outcome ofthe validation action, it wuldseem unlikely m&r any scenaijo 
that the augmentation charge will ultimately be deemed a tax, subject to the voter approvd 
requirements o f  Article Xnr C, or an assessment subject to Article XlB D, sllbd. 4: Accordingly, 
while the Court of Appeal decision leaves many questions unanswered, the decision does present 
a madmap of sorts for moving foMrard with a Proposition 21 8 compliant "property related fee or 
chge"pmcess purs+t to Arh'de X m  D, Subd. 6.' 

~. 

1 I'roced@ly, Article 13D wui? the proposing agency to id&jfypay& Upon which.the charge VAII 
be imposed, and to cqdkct a public h-g. (An. 13D. $6, subd. (a)(]).) Q e  h,earing must be preceded 
by at least 45 days wribten noticelo affected menset t ing forth, among otl~erthjngs; a "calcul~t[ion]" of 
"[tlhe amount of the fee orcharge proposed to be imposed uponeach parcel ... ~v (Bid) Ifa majority& 
af€ected owners file written protests at th0 public hearing, "the agency shall not impose the fee M charge." 
(Art. 130, $ 6, subd. (a)(?).) Moreover, unless the charge is for "sewer, water, [or] refuse collection 
services," "no property related fee or charge shall be imposed or increased unless and [it] is submitted and 
approved by a majorivvote of the property owners of the property subject to the fee or charge or, at the 

1 
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hpsition 218 pmhibits the impositjaa of fees 01 charges kr property related water sexvices if, 
after the requisite notice is given and heaTing conducted, written protests are fired by a majority 
afthe owners ofparcels identified for Imposition of the charge. Pmperty related feci or charges 
for purpo~es 0 t h  than saver,  warm or refuse collection services must firrthennore bo approved 
by a ”majority afthe property ownets of the propeaty subject to the fee or hge’’, Le., by an 
a E i r r d ~ ~ O r i t g  vote. AS discussed at the last meeting, one of the questions left rmans-waed 
by tda Court of Appeal in P W  v. A m k i n  is whether the augmentatian charge m d d  be 
aaapt f t ~ ~ ~ v a t s  qpmvd requireanents under the exemption for “sewer, water, and rcfusa 
d e c t i o n  servlcd. Although the Court of Appear essentially found that i! was uanecessary to 
resolve this issue in order to  d e r  its decisi04 there are good arguments for concIudii tbat this 
exception wuId apply. For instance, w m  the term ”watm sesVicu“ il not de&& inProposi6on 
218, the PmpasitioaZl8 Omnilnu Ithplemmtatioo Act (Cal. Govt Code 953750, et seq-) de% 
‘Watep RY “ h y  yshn of public improVements intended to provjde for the pkduction, storam 
mpply, beatmcnt, or distribution of water.” The pmjects and programs desmkd m the 
A ~ ~ I K Y ’ S  Revised Basin Management Plan, and funded by the augmentation would seem 
4a-y&&&-- I_I____ __ .. __ - - . .- -- - .  

Obviously, any propoxd ground~&-m charge would be much more likely to m e  a major& 
prolest h e m  than garner appmval by a majority of property owncr owneIs whd. choose to 
return a ballot for- same cbarge. Accordingly, there are distinct advantages lo choosing the 
‘tnaJorlty pmrcse‘ option. Moreover, while the lxk of wter approval has frequently been cited 
ris the basi far opposing the augmentstion charge, the fondmental philosophical djj€erence 
between mpportcrS and oppnmt8 ofthe charge i s  not over whetherthe charge should be 
supported by a majarity of votm. Ratbur, the di€€erence seems to be wer whether the cost of 

revenue mechanism that seeks to spmd.the mst of Ipoundwatm management throughout the 
. basin will be challknged in court, with the fo& of such challenge t A n g  wfiether charge is in 

compliance with& sub$ta~ivs rt?qpirmPrik afPmposiSm 218: Ho~ever,  the Agency wodd 
have a m r b  afstrwg arguments its favor in defense of such a challenge. 

I 

0 @ 0 0 0 4 0  
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Aside fiom the decision of whether to utilize a majority voter approval process, development of 
complementary, hopsition 218 compliant, groundwater pumping c h b p  will present a number 
of queStiaaa and issues that must be addressed, and wbich will dso provide opportunities fur 
masidemtion of alternatives to the exIdstlng augmentation charge. 

FOF instance, under the current augmentation charge, the dtimate responsibility for p a ~ t h e  
charge rests with the 
procedmesofPmp.218 forpropertyrelated fee3orchqus.tbkwouldrnean thacaprotest(or . 
vote) sabmitted by the owner of a well sening a single residentid parcel muld taffy the same 
weight as mat of the o w  of a well serving a large public water supply system. On tbe other 
hand, the owner Of a residence served by a municipal water purvayor would have ho opp+ty- 
ti, pt i c ipx i~ .~  Ig this regard, a single protest (or vote) per parcel process sccms to give unfair 
weight to the ownm of edential  wells, at the expense of owners of large k t e r  production 
fhcilides for @ c u h d  and municipal purposes. In developing a compkmentmy hp. 
consideration maybe given to providing notice, and an opportunity to protest (or vote) to all 

. 

._ 

of the well from which gmmdvmier is extracted. Applying the 

. 

. - - ~a.~~~~.~~~-~~~.~~~:-. ~ . - ., .. .~ .~:- . - - - . - .- .I- -- .~ 

Additionally, developmetit ofa complementary charge for groundwater usernay provide an 
opportunity to explore al?ernative rate structures, such as: (1) diffenntial charges for apicultural 
ymus municipal OT inauStrial uses; (2) development of a tiered fee structure to encourage 
conservation; or (3) diEerential chaps based on superior groundwater rights. Of course, the bey 
to development of a successful charge will be to craft one that is fair, cspable of gamering 
substdid @not majority) public suppm. and reasonablylikely to withstand a legal cldmge. 
This will present a tonaidemble, but worthwhile, challmge to any task force assigned by the 

b 

__ ~.~ ~ 
.. . , _ _  Board 1^__..1.~.~.,.,.,_._~...-.___.,._"."~~_."..^.--I..-. to recammend a new fee structure. ~. ~. . ~ . .  

. I_ i _ ~  __ ~ ~._ .. - 
I will be happy to respond to quastions or comments at Wednesday's me-. 

Anthony P. Condotti 
General COu+el 

0 0 0 0 0 4 i  
- 1 5 -  
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DATE: Augwt 30,2007 
MEETIHG .OF: 
TO: Qoard of Directors 
FROM: GenemlCounsel. 
RE: 

September 5,2007 Board Workshop 

ITEM ?A: Further consideration of potential revenue alternatives in 
event of adverse re& & validation action 

. .  . . > .  - 
~~ 

At the fuIy 18" meeting the Board was furnished with a legal analysis supporting the notion of a 
Propwition 21 8 compliant majority protest process fox adopt&g a new augmentation charge ordinanqe 
.to mmplement or replace de existing augmentation charge, along with &e General Manager's 
recommendation that the Bb&d move forward with that process pending the final outcome ofthe 
validation action. The A u p S  22,2007 meeting included a-@sentationby attorney Janet Mo&g@r 
OR B range of potential revenue xjiuces, including special taxes, property related fees and charges,' 

cdT3ecisions facingGFi6iGdinBG-CeGkGe 36e AgXnG is 
unsuc-hg Wgation and a repIacement revenue stream is not identified. To .facilitate 
the Board's fuxther con&daatlon of the Agency's situation going fo-d, Ihe following is a reiteration 
ofthe alternative financing and regulatory optiorts that have been identifed. 

Choosing an appropriate course of action would seem to require theBOkd to confront a lhreshold policy 
determiriation as to whether the cost of managing the groundwater-bM should be primarily borne by 
those who are suffering the effects of overdraft, i.e., water users in coastal amwor, altwtively,  should 

assessments, ~ d . . r ~ ~ a ! ~ g !  fe_es.. Also .at t h e m  -_ 22,. 2007 n&+hc2@prghhnwdanupdatsd -.~ mh .~ . . ~  
~ .--: .. -- -.... ~. -- 

1 . .. ~~. 

I 

based~revenue scheme would generatly reflect a policy d e t e d d o n  to require those &ct@ by 
overdraft .to pay for the remedy. The other alternatives would reflect a policy determination that the cost 
of the remedy should be.spread rimong all water users who.&e mntributibg to the Over&& concjitioo,. 

1. 

Proposition 2 J 8 s ta te  that that "no assessment shall be imposed on any p-1 which exceeds the 
reasonable cost of the proportional special .benefit conferred on thatparcel [by the assessmentf." For 
this reason, in order to satisfy the requirements o f  Proposition 2 18, the Agency wduld likely be rec~vired 
to structure an assessment-based approach so as to apply only u;ithin the area to receive supplemental 
water, Le., within the area served.by the Coastal Distribution:System.' As noted in Ms. Morningstar's 
presentatioa~the procedural requirementsof Proposition 21 8 for assegnents aie very difficult to 
overcome, making the likelihood ofSuccess for m assessment-based approach doubtful. Aeal ly ,  
assessments are p*ly use'd in comection with new subdivision projects where a single develope& 
owner approves of an assessment plan to finance infnrstructure, and then sells individual parcels already 
subject to the assessment. New or increased assessments are rare in developed areas. 

Seek Approval Of An Assessment In The CDS'Service Area. 
, .  

Director Eiskamp's August 29,2007 letter to the Board appears to recogoize this ljmitatiorr by his commerrt wgbg the 1 

Board to anempt to "generate suppon for a rational alloi .' fbmefit which couJd result in voter approval." - 1 6 -  . 

0 0 0  I! ui )  1 
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The process for adopting an assessment is spelled out in Proposition218. First, an agency props&g to 
levy an assessment must idcn@ all parcels which w<ll have a special benefit conferred upon ̂ &ern and 
upon which an &sessmenI will be imposed. Next, the proportionate special benefit derived by each 
identified parcel must be determined in relationship to the entiiety oftbe capital cost of the public 
improvement, the maintenance and operation expenses of the public improvement, or the cost of the 
servjce being provided: Proposition 21 8 prohibitsthe kipxition of zimzissessment that exceeds &e 
reasonable cost of the proportional special benefit conferred on the ptmel to be assessed. Next, &e 
Agency must provide 45 days m$ed notice to each owner detailing the e o e t  of the charge. and the 
b&s.foY its calculation. The notice must also contain a ballot w& detailed instruaions spectfVing the 
manner in which the ownex may submit his or heT vote, for or against, tbe proposed charge. The public 
h d g  process is essentially then held to tabulate whether there is a majority in favor of or.upposed to 
the proposed charge. ~ If the number of votes in opposition exceeds the number of votes in favor, then the 
Agency is precluded from adopting the charge. And the voting i s  w+hted in accordance with the 
relative financial burden the charge Will impose. Assuming most owners the area served by the CDS 
belie& that the cost o f  solving the overdmft problem should be shared by all water users, it seems fairly 
unlikely that assess? 

2. 

~~ . . .  
.. . .... ~ ~. ~ 

is likely to succeed. 
. .  ____~  .. .. ~- ~ ~ . .. . . .. . . . . - . . . ~  . .~ ~ 

Re-adopt The Augmentation Charge Pursuant To The MajorityProtest 
Provisions ‘Of Proposition218 For “Property-Related“ Few Or Charges. 

/ \ At the July 18* meeting the Board received an analysis ofthe legal viability of a comp1,ementary 
groundwater pumping charge similar to the existing augmentation charge, .but adopted pursuant to the 
procedural requiremints. of Proposition 21 8. As pre$ously noted, this approach assumes that the caurt 
of Appeal’s detbrmination in PVJT%J v. Awhein that the augmentation oharge constitutes a “property- 

complies &th the “substatkive” r e q h e n t s  of Proposition 218, nor does the decision address whether 
the progmms and activities spelled out in the Agency’s Basin Management Plan would qualify as “w&r 
servi&“’so as to be exempt from &e majority voter approval process o,fPruposition 21.8. Nevertheless, 
this approach clearly stands the greatest chance of successfully overcaning the procedural requirements 
of Proposition 21 8, and the analysis p m g t e d  at the July 18” meeting provides arationale for meeting 
the substantive requh-ements that is reasonably likely to withstand a legal challenge. 

3. 

Regardless of whether it is legally mandated, d e  Board could voluntady ehoose, to seek voter approval 
of the augmeniatio? charge. This would eliminate the q u d o n  of wfietber the Agency provides ‘ h t e r  
sentiw”’&:apotential is,&e. for challenge, but would not compl.etdyinsulate the Agency from a~iegal 
challenge based on Proposition218’~,substantive requirements. Obvjously, the liielihood.of obtaining a 
majority’vok in favor of the augmentation charge is less than the likely failure of a majority protest 

4. 

The Agency Act authorizes the Agency to restrict groundwater pumping: Section 124-71 1 ofthe Act 
states as follows: 

Seek Voter Apprqval Of n e  Augmentation Charge. 

Limit Groundwater Pumping As Authorized By Agency Act 1 
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Sec. 71 1. The agency, in order to improve and protect the quality of water supplies may 
treat, inject, extract, or otherwise control water, including, but not limited to, control of 
extractions, and construction of wells and drainage facilities. These powers shall include 
the light to r eda t e ,  limit, or suspend extractionsfrok extraction facjlities, the 
construction of rn extraction facilities, the enlarging of existing facilities; or the 
reactimtion of abandoned extradim facilities. Limitation, ccmirol, or prohibition related 
to extraction shall be insfituted only after the board has made html findings that the 
limitat;an, cont~ol, or prohibition is necessary. 

If the Agency Limits pumping, then the Agency Act requires thattbe Agency allocate-the Tights to use the 
available supply of groundwater primarily on the basis of the amount of water used by tbe 0 m t o r . m  a 
percentage of the total amount of water being used within the Agency. (Section 712). The Act 
authorizes the Agency to adjust the proposed allocationfor any oftbe following factors: 

I) The number ofacxes actually irrigated compared to the n h b e i  of acres owned or 
leased, for a periodof.three years. 

Waler used in relation to best management practices forthe use being made of.the 
watq. 

. .- . . - ~" ...i ~ ~ ~.~~ ~ . . . ~ .  ~ ..... ~ ~~ . . ~~ 

.- ~ .... .~~ ~ ~ .... ~... 

(2) 

I (3)  Wasteful or inefficient use. 

(4) &xisonable need. 

..~ ~ ~ - (5) Any other factor that the agency reasonably feels it should consider in order f o ~  . : ~. . . . : T - . : . . - . - . - ~  l . . . . . . . - . . * . . . - . -  __-._I- ~ 

_-̂  . . -- - 

The Agency Act contemplates the establishment o fa  market-based reallocation of groundwater iu the 
event the Agency imposes pumping restrictions. In this regard, Sect ion 124-713 states: 

(a) Ifthe agency limits or suspends extractlon by operators of extraction facilities, no 
operator may exhsct increased amounts of groundwater from an existing, new, 
enlarged, or reactivated extraction facility, until the opaator has applied for and 
received a permit fiwm the agency 

The agency shall grant, at the earliest date possible, the permit upon a showing by the 
applicant tbat the applicant has acguiredfiom erisflngpermifted atractors, water 
entitlement equivalent to the amount of water the applicant seeh  to extract in the 
permit application. 

(b) 

One "other factor" the Agency must take into consideratiog in Mppsing pumping limits i s  the water rights of  the producer. 2 

See, City oJBursfow v. Mojuve Futer Agevcy (2000) 23 Alb 1224. - 18- 
O O G w u u 3  
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5. Limit Groundwater Pumping With Supplemental Regulatory Fet 

As mentioned by Ms. Morningstar, a possible alternative to the water entitlefnent marketplace approach 
contemplated by Secticm 713 would be to impose a regalatory pumpin$ fee per unit ofwater in excess of 
the permitted amount determined by the Agency, and to use the funds generated thereby to provide 
supplemental wate.r. Because such a supplemental water charge is not expressly permitted by tbe 
Agency Act, i f t & e B o d  is mterested in exploring this approach, additional analysis will be needed to 
determine whether the ability to restrict pumping BS set fox& in the Agency Act includes the hplied 
ability to impose a regulatory fee in lieu of such restrictions. Alternativdy, a regulatory charge could be 
implemented in cannection with adjudication of the groundwater rights of the basin, discussed in fiuther 
detail below. 

6. 

Section I 106 of Ibe Agency Act expressly authorizes the Agency to ‘oomtnence, maintain, intervene in, 
defend, compmmise, and assume the costs and expenses of legal actions a d  dmhistradve proceedings 

rights adjudicatio&” While one of the objectives ofthe Basin Management Plan strategies and pmgrams 
may be to avoid the uncertainhes and expenses of a water rights adjudication, the fact is that 
adjudication of Ibe groundwater basin may put to rest many of the ~ssues upon which the litigation over 
the augmentation charge (and other attempts to oppose BMP implemeutation) are based In the event of 
a groundwater rights adjuhcation, a reasonably likely outcome urlll be the imposition of basin-wide 
pumping restrictions, with a fee structure for pumping in excess of the established limits to generate 
revenue for development of supplemental water SUppkS. 

Adjudicate Groundwater Rights Of Bbin 

e e d  grottnawafn; inck i lngbnt  nocl-;-;rZ3o*+-- 

i 

_.. . . . .. . . .  
-- ----------.e 

Depends on approach selected. 

Recommendation: 

BO& discussion. and direotion.. 



GENERAL MANAGER’S PRESENTATION 
TO THE SANTA CRUZ COUNTY BOARD OF SUPERVISORS 

Tuesday, October 16,2007 

I Introduce Chair Dobler, Directors Cervantes, Osmer, and Eiskamp [Agency Counsel?) 

11 Problem statement - first recognized by State of California in 1953,Bulletin No. 5, Santa Cruz- 
Monterey Counties Investigation 

A. Then: Two year study: 
Approximately 35,000 Acre-feet pumping 
Approximately 22,000 Acre feet = safe yield 
Seasonal pumping depressions near river would recover to 
Above sea level elevation; slight issue with intrusion 
Notablc that water flows from point of recharge, throughout aquifer and discharges offshore 

B. Today: 
+ 70,000 acres within Agency 
Pumpage declined to somewhere between 50,000 to 60,000 acre-feet 
(attributable to $160 augmentation fee charge) 

Safe yield: approximately 25,000 acre-feet 

Overdraft somewhere between 25,000 and 35,000 acre-feet per year 

Groundwater elevation: 
April 2005: 37,100 acreagebelow sea level (best timeofyear, after period of 
recovery); 52.5% of basin 
Sept. 2005: 48,200 acreage below sea level (worst time of year, after period of 
heavy irrigation demand); 68.5% of basin 

Seawater Intrusion: 10 -+ 15,000 acre-feet per yea1 

I11 CHRONOLOGY OF EVENTS TO NOTE - Present Accomplishments and Activities largely 
unheralded: 

1953 
1967 

1975 
1984 

1990 

Bulletin 5 - previously noted above 
Authorization for fed water 19,900 AF from CVP through San Felipe Division 
to Watsonville sub-area; Parties include SCVWD and SBCWD 
Bulletin 118, CA groundwater: Pajaro Valley subject to conditions of critical overdraft 
PVWMA formed to effectively, efficiently manage groundwater in PV Basin, provide 
supplemental water to agriculture 
BMP required by feds in order to execute contract for allocations - BMP concept then: 
direct Pajaro River Water through a conveyance canal to College Lake; inject water when 
released from College Lake 
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1991 CVPIA entered prior to completion of BMP - no new contracts; fix the Delta, set aside 
water for wildlife. 

1993 Well registration, metering wells with usage above 10 ac re -k t  per year - initiate 
augmentation fee 

Purchase CVP contract from Mercy Spring (Los Banos) 6,2W d f  
Currently used by Westland Water District and Santa ClaraValley Water District 
PVWMA has annual option to recover between 2009-2019 

Revised BMP - to acknowledge accelerated overdrafUintrusion rates and to qualify for 
federal money through Bureau of Reclamation (Title XVI) 
Objective: "Balance Demand with sustainable supplies. Prwent sweater intrusion in 
area sewed by PVWMA. Initiate long-range programs to protect water supply and 
quality within Basin. 
Groundwater modeling shows that by restricting pumping along coast, safe yield 
increases from 25,000 acre-feet to 50,000 acre-feet ["Managed Yield"] 

1999 

2002 

Revised BMP Concept: 
Development of recycled water; CDS; import water pipeline; 

out-of-basin banking in advance of pipeline construction 

Fed Agreement through Bureau of Reclamation Title XVI program - recognizes up to 
$80M in eligiblc project expenses; provided matching funds up to 25% ($20M), 
Watsonville Area Recycled Water Project, CDS, portion ofpipeline and blend facilities 

Projects Developed: 

0 

2004 

around this time, Harkins Slough Project developed diverting surface runoff to local 
recharge pond near San Andreas Road 

Build 1st phase of CDS w/Prop. 13 grant and loan - green pipe [on Map] in Santa 
Cruz County 

2005-06 IRWMP --- watershed approach to local problem (4 counties) Partner with SCVWD and 
SBCWD 

Four program areas: water supply, water quality, flood control, environmental 

State highly supportive of Pajaro Watershed IRWMP - awarded $25M grant 
Prop. SO to implement projects. 2"d highest rated application in State. 

enhancement 

Page 2 of 4 - 2 1 -  



IV 2006-07 CONSTRUCTION - collaborative effort with City of Watmnville 

10 miles of CDS; 60 to 70 tumouts 

All the pipe in ground; substantially complete next month; working on turnouts and 
other appurtenances 

(a) RWF - 4000 A/F tertiary treatment, disinfected with UV mdiation for e-coli and 
pathogens 

(b) Blended with 2000 acre-feet groundwater + 1000 acre-feet Harkins Slough project 
= 7,000 acre-feet 

(c) Substantially complete in July 2008 - thcn UV testing - deliveries in Sept. 08? 

Important to note 65 M in construction including 

$43M in grant support = 65% 

Agency Cash for CDS 

City cash and bonds for RWF - Agency to pay back City cash and debt service on 
bonds. Bond sale approved by City Council last week. 

V LEGAL MATTERS - uncertainties regarding validity of past rate increases in the Agency’s 
augmentation fee 
Agency action upheld in trial court and in Appellate Court 

(a) Supreme Court new ruling in Big Horn may influence prior decisions. Validation 
case back to Appellate court; reversed in May 07. Augmentation fee or charge is 
incidental to property ownership, therefore subject to Prop. 21 8 

(b) Petition - State Supreme Court denied in September 07 
On October I”, original ordinances rescinded and augmatation charge restructured 
to $80, also protects the delivered water charge - currently at $262 acre-feet 

(c) Case Management Conference including potential settlement by December 

VI MATTERS OF CASH FLOWIFINANCIAL MODELING 

(a) @$80/af - issues of longevity of Agency - Le., “50,000 acre-feet @ $80/af = $4M 

Staffing 
O & M  
Annual debt service + = $4.OM 
Meeting obligations for repayment of over collected fees 

- 2 2 -  Page 3 of 4 



(b) without grants = two years 
with Prop. 50 Grant - $4.4M to RWF; $7.OM to CDS = 

Title XVl- $10Million left in eligible matching costs. 
Agreement - 5 more years @ $2M per year. Agency is proposing 2 years @ $5M 
each, then close hooks 

Title XVI funds go to City of Watsonville; flexibility in debt service payments or 
reducing principal on bond. 

3.0 years 

(c) Need somewhere between $125 acre-feet to $140 acre-feet to arrive at $7.OM per year 
5 vears > 10 years 

(d) Three approaches to rebuild rate - Board approved 

1 Prop. 218 compliant (2): majority protest or majorityvote 
9 Assessments ( 2 ) :  land or pumping 

Regulatory fee: tiered structure/per acre-feet pumped 

(e) Holding public Forums on select water topics to generate community interestkupport 

November 1'' at 7:OO pm, City of Watsonville, Community TV 
4 speakers: overdraft; intrusion; water rights, adjudication of Seaside Coastal Basin 

CLOSE WITH SUMMARY OF REVISED BMP/AGENCY SUCCESS 

(a) Agency BMP efforts as outlined in Ricker's October 10, 2007 memo to Santa 

(b) Agency accomplishments - acknowledged earlier to be largely unheralded: 

VI1 

Cruz County Board of Supervisor, go over: 

BMP Implementation 
IRWMP Plan recognition 

Construction Program / completion . 
lRWMP regional award to implement projects 
Other Prop. 13 and Title XVI grant awards 

Better delivered water quality then CSIP including UV disinfection 

Provide a straight account of history and events to provide reference on the credibility 
and accomplishments of the Aency 

The issue at hand is simply to restore financial stability. 

Rebuilding new rate structure. The Directors and Staffhave learned some lessons 
from past differences and are seeking ways to work together with thspublic. 

Take questions *** 
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