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Dear Mr. Buelow:

Raftelis is pleased to provide this Groundwater Rate Study report for the Santa Ynez River Water
Conservation District (District). This report includes a financial plan for fiscal year 2024-2025 (FY 2025)
through FY 2029. From those plans and a cost-of-service analysis, groundwater rates for FY 2025 have been
developed.

The major objectives of the study include the following:

e Develop a financial plan to support financial sufficiency to meet operation and maintenance (O&M)
costs, and provide adequate reserves consistent with industry practice;

o Conduct a water cost-of-service study that is based on the District’s costs;

e Calculate proposed, updated water rates for FY 2025;

e Conduct an analysis of the effects of the proposed rates on District groundwater producers; and

e Demonstrate that the amount raised by the proposed groundwater rates are necessary to cover the
reasonable costs of the District’s activities, and that proposed rates are allocated to District producers
in a manner that bears a fair or reasonable relationship to the benefits received from the District’s
activities, consistent with Proposition 26 (Cal. Const., Art. 13C, § 1).

The report summarizes the key findings and recommendations related to the development of the financial
plan and the development of the associated water rates.

It has been a pleasure working with you, and we appreciate your, Ms. Amber Thompson’s, and Mr. Steve
Torigiani’s assistance during the course of the study.

Sincerely,
e I “Thow M\ mahels
Sudhir Pardiwala, PE Theresa Jurotich,
Executive Vice President Manager

445 S. Figueroa Street, Suite 1925, Los Angeles, CA 90071
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1. Executive Summary

The Santa Ynez River Water Conservation District (“District”) was formed in 1939 for the primary purpose
of protecting water rights on the lower Santa Ynez River and augmenting water supplies in the District, which
are necessary for the public health, welfare, and safety of all residents. The District is a California Water
Conservation District formed and existing pursuant to the Water Conservation District Law of 1931 (Wat.
Code, §§ 74000 et seq.). Pursuant to Water Code sections 74508 and 75500, et seq., the District is expressly
authorized to impose groundwater charges within its boundaries, which the Legislature has declared to be in
furtherance of District activities in the protection and augmentation of the water supplies for users within the
District or a zone or zones thereof. (Wat. Code, § 75521.) The District has, at least since 1979, levied
groundwater charges on all public and private operators of groundwater-producing facilities registered within
the District to help recover the costs of managing, protecting, conserving, and enhancing water resources
within the District. The District’s activities performed by its staff, consultants, and legal counsel include
activities relating to the following:

e Planning, scheduling, and managing the release of water from and downstream of the Cachuma
Project’s Bradbury Dam for the satisfaction and benefit of downstream water rights, including the
timing, volume, and rate of flows to promote recharge in the river alluvium and the Lompoc Plain, as
provided in State Water Resources Control Board Order No. WRO 2019-0148, which protects and
augments water supplies.

e Reporting on Santa Ynez River system conditions, basin surface water use, and water purchased by
contract, including as required by Water Code section 75560 et seq.

e Supporting compliance with agreements and procedures to mitigate downstream flooding as a result
of Cachuma Project storm operations.

o Contributing to the review of, preparation of, and compliance with applicable biological assessments
and opinions, including associated consultations, revisions, and replacements, for the protection of
endangered species in the Santa Ynez River, while assuring that downstream water rights and water
quality in the basin and downstream of Bradbury Dam are maintained and protected.

e Recording and maintaining records of groundwater production within the District.

e Monitoring and reporting on groundwater conditions within the District.

e Levying and collecting charges on groundwater production within the District.

e Making annual groundwater use estimates and forecasting groundwater storage and overdraft
amounts within the District.

o Determining water volume for replenishment of the dewatered aquifer storage below Bradbury Dam.

e Participation in the three Groundwater Sustainability Agencies (GSA) covering the Santa Ynez River
Valley groundwater basin and District. Such participation has included, but is not limited to,
coordination, preparation, and implementation activities and provision of administrative and
managerial support (including arranging GSA committee and citizen advisory group meetings,
recordkeeping, and bookkeeping) associated with the GSAs’ Groundwater Sustainability Plans (GSP),
annual reports, and associated implementation and other activities. This includes coordinating and
contributing to responses to comments made on the GSPs and related technical studies. It has also
included participation in discussions of long-term governance and funding for the GSAs.

e The District’s administrative and managerial support of the GSAs, which requires expenditure of
significant District staff time, has been necessary, in part, because the GSAs have not yet hired their
own staff or their own legal, engineering, or other consultants, and have yet to levy any groundwater
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fees or charges on landowners or pumpers within the GSAs or otherwise create an independent
funding source (aside from grant funding and certain contributions from parties to the Memoranda of
Agreement). While it is expected that the District will continue to incur costs to participate in the
three GSAs and as the single point of contact with the California Department of Water Resources
(DWR), the level of District administrative support could diminish or otherwise change in the future
depending on the GSAs’ future governance structure, funding sources, and staffing and contracting
decisions, and the timing thereof. This rate study assumes that the District will not need to hire
additional staff to continue providing support to the GSAs.

o The District’s activities as party to all three GSAs benefits all pumpers within the District, which
depend upon the District to provide local agency Sustainable Groundwater Management Act
(SGMA) coverage within its approximately 180,000 acres within the basin. SGMA expressly did not
supplant or limit the District’s authorities under the Water Conservation District Law of 1931 (Water
Code § 74000, et seq.), including, but not limited to, its authority to levy a groundwater charge. (E.g.,
Water Code § 10726.8(a).) In the absence of such SGMA coverage by the District, the entire basin
may not be covered and in such event would be subject to State Water Resources Control Board
intervention and management of the basin as a probationary basin (Wat. Code, § 10735.2(a)(4)(B)).
The District’s SGMA activities benefit, among other pumpers in the District, the pumpers in Zone A,
who pump from the river alluvium and benefit from the District’s investigation and efforts supporting
characterization of those zones as not “groundwater” subject to SGMA management!' in the GSPs,
and the District’s ongoing efforts to defend that characterization against those who disagree with it
and contend such pumping must be managed under SGMA. DWR approved all three GSPs. The
GSAs currently lack their own independent funding sources (e.g., fees under Water Code sections
10730 and 10730.2), and, as provided in the financial plan for the District discussed herein, it
anticipated that this will continue at least through the next fiscal year (F'Y 2025) and that the District,
along with other members agencies of the GSAs, will need to provide financial support to the three
GSAs subject to reimbursement when the GSAs secure their own independent funding.

e Acting as the single point of contact between the GSAs and the DWR for SGMA compliance, for the
benefit of all three GSAs.

e Administering SGMA grant funding for the benefit of all three GSAs.

e Participating in the Integrated Regional Water Management Plan process to promote regional water
management strategies to ensure sustainable and reliable water supplies, including the protection of
agriculture.

The District comprises two non-contiguous areas and encompasses approximately 180,000 acres that includes
the cities of Lompoc, Solvang, and Buellton; the communities of Vandenberg Village, Mission Hills, Santa
Ynez and Los Olivos; two federal installations; and rural areas with agriculture and suburban development.
Groundwater mostly occurs in the unconsolidated alluvial deposits of the Santa Ynez River and Lompoc
Plain and in the older poorly consolidated deposits of the Santa Ynez Upland, Lompoc Upland, Buellton
Upland, Santa Rita Upland, and Lompoc Terrace subareas. These subareas are defined as zones as follows:
e Zone A — District portion of the Santa Ynez River alluvial channel from San Lucas Bridge
downstream to Lompoc Narrows
e Zone B — District portion of the Lompoc Plain, Lompoc Upland, and Lompoc Terrace groundwater
subareas

' SGMA defines the term “groundwater” differently than the Water Conservation District Act. (Compare Water Code,
§ 10721(g) [SGMA] with § 75502 [Water Conservation District Act].)
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Zone C — All other portions of the District not included in Zones A, B, D, E, and F
Zone D — District portion of the Buellton Upland subarea

Zone E — District portion of the Santa Ynez Upland subarea

Zone F — District portion of the Santa Rita Upland subarea

The zones are shown in Figure 1-1, on the following page.
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The major objectives of this study include the following:

Develop a financial plan to support financial sufficiency, meet operation and maintenance (O&M)
costs, and provide adequate reserves;

Conduct a water cost-of-service study that is based on the District’s costs;

Calculate proposed, updated water rates for FY 2025;

Conduct an analysis of the effects of the proposed rates on District groundwater producers; and
Demonstrate that the amount raised by the proposed groundwater rates are necessary to cover the
reasonable costs of the District’s activities, and that proposed rates are allocated to District producers
in a manner that bears a fair or reasonable relationship to the payor’s burdens on, or benefits received,
from the District’s activities, consistent with Proposition 26 (Cal. Const., Art. 13C, § 1).
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This report summarizes the rate study’s 5-year financial plan and FY 2025 rate development. The District
intends to update this 5-year plan every year with a new 5-year projection so that the Board can maintain a 5-
year outlook. However, the District’s rates are set on an annual basis under Water Code sections 75500-
75642.

Raftelis and the District developed the proposed groundwater rates using cost-of-service principles set forth by
the American Water Works Association M1 Manual titled Principles of Water Rates, Fees and Charges, with
modifications to align with the requirements of California’s Proposition 26 and related California law.

Raftelis worked with District staff to develop a financial plan by preparing detailed projections of the main
revenue sources and expenditure items. The operating revenues and O&M costs estimates are based on
projected groundwater pumping from the findings of Stetson Engineers’ Forty-Sixth Annual Engineering and
Survey Report on Water Supply Conditions of the Santa Ynez River Water Conservation District dated March 11,
2024, current rates, and District staff estimates of non-operating revenues and costs. The financial plan
projection has revealed the need for revenue adjustments in FY 2025 — FY 2029 to meet annual obligations
and maintain reserves at the recommended levels.

Raftelis calculated the District’s revenue requirements for FY 2025 and the resulting water rate and structure.

The financial planning model enables the District to set rates to generate sufficient revenue to meet its short-
term obligations. Table 1-1 shows the proposed groundwater revenue adjustments for FY 2025. The projected
adjustments for FY 2026 - FY 2029 are shown for planning purposes only.

Proposed/Projected
Revenue
Adjustment
July 1, 2024 10.0%
July 1, 2025 10.0%
July 1, 2026 3.0%
July 1, 2027 3.0%
July 1, 2028 3.0%

Table 1-2 shows the projected financial plan based on the District’s budgeted expenses, incorporating the
proposed revenue adjustments (Lines 2 - 6). Note that while rates go into effect at the beginning of the fiscal
year, due to semi-annual billing and timing of payments, revenues under the adjustments are only realized for
half of the fiscal year in the first year. Therefore, the Number of Months Effective, ‘No. Mon. “Effective”’
column shows 6 months instead of 12. Line 1 shows revenue from the current rates, assuming no increase in
rates. Line 7 shows the revenue adjustments each year. Other Revenues are shown in Lines 8 - 13. Line 8
shows projected property tax revenue. Line 9 shows a small amount of miscellaneous revenue. Line 10 shows
unrealized gains/losses in FY 2024. Line 11 shows SGM grant administration reimbursement. Interest
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revenues (Line 12) are based on budgeted numbers in FY 2024 and FY 2025 and then presumed to be
2.5 percent for the remaining fiscal years. Line 13 shows total projected revenues.

No. Cashflow FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
1 Groundwater Rate Revenue Under Existing Rates $635,719 $667,303 $667,303 $667,303 $667,303 $667,303
No. Mon.

Revenue Adjustments % Adj. "Effective”
2 FY 2025 10.0% 6 $33,365 $66,730 $66,730 $66,730 $66,730
3 FY 2026 10.0% 6 $36,702 $73,403 $73,403 $73,403
4 FY 2027 3.0% 6 $12,112 $24,223 $24,223
5 FY 2028 3.0% 6 $12,475 $24,950
6 FY 2029 3.0% 6 $12,849
7 Total Revenue Adjustments SO $33,365 $103,432 $152,245 $176,832 $202,156

Other Revenue
8 SB County Property Taxes $365,000 $375,950 $383,469 $391,138 $398,961 $406,940
9 Misc. Income $180 $200 $200 $200 $200 $200
10  Unrealized Gains/Losses $24,289 SO S0 SO SO S0
11  SGM Grant Administration/Reimbursement $131,000 $77,000 $75,000 S0 S0 S0
12 Interest Income $90,000 $48,000 $50,305 $54,509 $67,784 $76,516
13 Total Other Revenue $610,469 $501,150 $508,974 $445,848 $466,945 $483,656
14 Total Revenue $1,246,188 $1,201,818 $1,279,710 $1,265,396 $1,311,080 $1,353,115

Operation & Maintenance
15 Routine Operation $662,300 $778,400 $807,122 $731,021 $758,760 $787,564
16  Special Studies $39,000 $47,000 $48,410 $49,862 $51,358 $52,899
17 SGM $75,000 $50,000 $50,000 $10,000 $10,000 $10,000
18 Legal & Engineering
19 General and Misc. $34,500 $43,000 $44,290 $45,619 $46,987 $48,397
20 Annual G.W. Report $22,000 $25,000 $25,750 $26,523 $27,318 $28,138
21 WR Decision (2019-0148) $40,000 $61,500 $63,345 $65,245 $67,203 $69,219
22 Downstream Releases / Upper SYR Operations $39,000 $77,500 $79,825 $82,220 $84,686 $87,227
23 Fisheries Issues/Hydrology $41,500 $50,000 $51,500 $53,045 $54,636 $56,275
24  Contingency $95,000 $50,000 $50,000 $50,000 $50,000 $50,000
25 Total Operation & Maintenance $1,048,300 $1,182,400 $1,220,242 $1,113,535 $1,150,949 $1,189,718
26 GSA Loan & Repayment ($100,000) ($325,000)  ($325,000) $375,000  $375,000 50
27 Capital SO SO SO SO SO S0
28 Net Income (Annual Surplus/(Deficit)) $97,888  ($305,582) ($265,532) $526,861  $535,131 $163,397
29 Beginning Balance $2,390,173 $2,488,061 $2,182,479 $1,916,946 $2,443,808 $2,978,939
30 Ending Balance $2,488,061 $2,182,479 $1,916,946 52,443,808 $2,978,939 $3,142,336
31 Target Reserve (1) $2,398,650 $2,483,774 $2,499,847 $2,463,547 $2,479,202 $2,495,428
32 Minimum Reserve $2,000,000 $2,000,000 $2,000,000 $2,000,000 $2,000,000 $2,000,000

(1) Target Reserve = Min + 50% Operating Expenses excluding SGA-related costs.

Lines 15 — 25 summarize the O&M expense projections. Line 26 shows the projected GSA loan to help with
startup of the GSAs and then repayment of the loan. Lines 29 and 30 show the projected beginning and
ending Investment Reserves fund balance, respectively. Line 31 shows the target reserve, which is the
minimum reserve of $2 million plus 50 percent of annual operating expenses excluding SGM-related costs
(Table 3-6). The minimum reserve is established by Board policy to cover emergencies and unexpected events
including potential litigation. The remainder of the reserve is recommended by Raftelis to provide working
capital for the District’s expenses, given the required semiannual billing. Revenue adjustments proposed in
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this financial plan are calculated to meet this reserve target by the end of FY 2028. Comparing Line 30 to
Line 31 and Line 32 shows that the financial plan is expected to be slightly below the minimum reserve
requirement in FY 2026 due to the GSA loan. The proposed financial plan supports financial sufficiency and
solvency for the District to meet projected expenditures.

Figure 1-2 graphically illustrates the proposed operating Financial Plan — it compares the existing (current)
and proposed revenues with projected expenses. The stacked bars show O&M expenses. The green bars above
the X-axis show the net cash used to build up the reserves and the bars below the X-axis show the
withdrawals from reserves to fund costs. The annual deficit shown in FY 2025 and FY 2026 is due mostly to
the GSA loan, and the annual surplus in FY 2027 and FY 2028 are mostly due to repayment of the GSA
loan. Total revenues at existing and proposed rates are shown by horizontal black solid and dashed lines,
respectively. Current revenue from existing rates does not meet future total expenses, which is the reason for
the proposed revenue adjustment.

Financial Plan
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1.3.1. Proposed Usage Rates
Table 1-3 presents the current water rate and the proposed FY 2025 water rate. The proposed rate is rounded
up to the nearest ten cents to ensure adequate cost recovery.

Rate ZoneA ZoneB ZoneC ZoneD Zone E Zone F
Current $20.42 $14.24 $12.41 $12.41 $12.41 $12.41
Proposed, FY 2025 $22.60 $15.70 $13.70 $13.70 $13.70 $13.70
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1.3.2. Average Producer Bill Impact

The average usage varies by zone, and therefore Table 1-4 through Table 1-6 illustrates the customer bill
impact for an average agricultural producer, an average special irrigation producer, and an average Other
(non-agricultural) producer within each zone on the January 2025 bill. Average use per bill is based on
FY 2023 data from Stetson Engineers’ Forty-Sixth Annual Engineering and Survey Report on Water Supply
Conditions of the Santa Ynez River Water Conservation District dated March 11, 2024.

Agricultural

Average AF/bill 29.3
Current Bill $599.14
Proposed Bill $663.10
Bill Change, $ $63.96

37.2 0.2 15.5 6.0 16.5
$529.37 $2.18 $192.47 $74.82 $204.71
$583.64 $2.41 $212.47 $82.59 $225.99

$54.28 $0.23 $20.01 $7.78 $21.28

Special Irrigation

Average AF/bill 2.1
Current Bill $43.33
Proposed Bill $47.95
Bill Change, $ S4.63

Non-Agricultural

2.2 0.1 0.2 0.1 0.0
$31.58 $1.13 $2.60 $0.70 $0.00
$34.82 $1.25 $2.87 $0.77 $0.00

$3.24 $0.12 $0.27 $0.07 $0.00

Average AF/bill 6.8
Current Bill $139.27
Proposed Bill $154.14
Bill Change, $ $14.87

14.7 15.6 4.1 4.6 1.3
$209.05 $194.07 $51.40 $57.26 $16.26
$230.48 $214.24 $56.74 $63.22 $17.95

$21.43 $20.17 $5.34 $5.95 $1.69
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2. Legal Framework

Proposition 26, codified in the California Constitution as Article XIII C, was approved by voters in 2010 to
require a supermajority vote to pass new taxes. Furthermore, Proposition 26 expanded the definition of “tax.”
Under the new definition, a tax is any levy, charge, or exaction of any kind imposed by a local government.
Any fees or charges that are not exempted by the language of Proposition 26 are considered taxes and subject
to voter approval.

Under Proposition 26, local water agencies must demonstrate their fees and charges are not taxes by showing
that they fall within one of the exceptions in Proposition 26, which include, among others, the following:

"(e) As used in this article, “tax” means any levy, charge, or exaction of any kind imposed by a local
government, except the following:

(1) A charge imposed for a specific benefit conferred or privilege granted directly to the payor that is not
provided to those not charged, and which does not exceed the reasonable costs to the government of
conferring the benefit or granting the privilege.

(2) A charge imposed for a specific government service or product provided directly to the payor that is not
provided to those not charged, and which does not exceed the reasonable costs to the local government of
providing the service or product.”

In order not to be considered a tax, Prop 26 requires that local water purveyors must demonstrate “that the
amount is no more than necessary to cover the reasonable costs of the governmental activity, and that the
manner in which those costs are allocated to a payor bear a fair or reasonable relationship to the payor’s
burdens on, or benefits received from, the governmental activity.”

The calculation of the rates and charges, proportional to the service received, in this study are not considered
taxes under Proposition 26.
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3. Financial Plan

Determining a district’s revenue requirement is a key first step in the rate study process. Raftelis analyzed
annual operating revenue under the status quo, operation and maintenance (O&M) expenses, and prudent
reserve funding practices. This section of the report provides a discussion of the projected revenues, O&M
expenses, reserve funding requirements, and the revenue adjustments needed to support fiscal sustainability
and solvency.

This report utilized the following key information provided by the District:

o FY 2024 estimated end of year operating costs and FY 2025 operating budget

e Historical and forecast water pumping amounts

e Historical water rates

e Beginning reserve fund balances as of FY 2024

o Forecast SGM costs and grant reimbursements FY 2024 — FY 2029. These cost projections assume
that the GSA’s will start reimbursing in FY 2027. These projections are not an expression of policy or
opinions, but they reflect the status quo, which is that none of the three GSAs have implemented any
revenue sources of their own.

3.2.1. Current Water Rates

The current water rates are on a volumetric basis per acre-foot (AF) and are shown in Table 3-1.

Rate ZoneA ZoneB ZoneC ZoneD Zone E Zone F
Current $20.42 $14.24 $12.41 $12.41 $12.41 $12.41

3.2.2. Water Use and Growth Assumptions
Table 3-2 shows the financial plan assumptions for water use for FY 2024 — FY 2029, which is forecast to stay
the same over the study period. The projected water use comes from Stetson Engineers’ Forty-Sixth Annual

Engineering and Survey Report on Water Supply Conditions of the Santa Ynez River Water Conservation District dated
March 11, 2024.

Producer Class Water Use, AF

Agriculture 29,985
Special Irrigation 11,835
Other 1,515

Total 43,335
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3.2.3. Revenue Projections

The projected rate-based revenue for FY 2024 is $635,719 using a blended rate reflecting that the first bill of
FY 2024 is for pumping in the second half of FY 2023 and is based on those rates and the second bill is for
pumping during the first half of FY 2024 and is based on the unit rates in effect in F'Y 2024. For FY 2025 -
FY 2029, the projected annual rate-based revenue is $667,303 using the current FY 2024 rates by zone and the
projected annual usage by zone (Table 3-2).

Table 3-3 shows the projection of other revenues, which includes property taxes, reimbursement for SGM
Grant administration, and estimated interest income. Property taxes are estimated to increase at 2 percent per
year from the FY 2025 budget. Interest income is estimated at 2.5 percent.

Line Item FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

SB County Property Taxes $365,000 $375,950 $383,469 $391,138 $398,961 $406,940
Unrealized Gains/Losses $24,289 SO S0 S0 SO S0

Misc. Income $180 $200 $200 $200 $200 $200
SGM Grant Administration/Reimbursement  $131,000 $77,000 $75,000 SO SO ]
Interest Income $90,000 $48,000 550,305 $54,509 $67,784  $76,516
Total $610,469 S$501,150 S$508,974 $445,848 S$466,945 $483,656

3.3.1. Water Operating Expense
Table 3-4 shows the estimated end of year *FY 2024), budgeted (FY 2025), and projected operating and
maintenance expenses, which includes routine operations, legal, engineering, and contingency. Salaries and

benefits are each escalated at 4 percent per year from budget. General costs are escalated at 3 percent per year
from budget. The detailed O&M is included in Appendix A.

Line Iltem FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Routine Operation $662,300 $778,400 $807,122 $731,021 $758,760 $787,564
Special Studies $39,000 $47,000 $48,410 $49,862 $51,358 $52,899
SGM $75,000 $50,000 $50,000 $10,000 $10,000 $10,000
Legal & Engineering

General and Misc. $34,500 $43,000 $44,290 $45,619 $46,987 $48,397

Annual G.W. Report $22,000 $25,000 $25,750 $26,523 $27,318 $28,138

WR Decision (2019-0148) $40,000 $61,500 $63,345 $65,245 $67,203 $69,219

Downstream Releases / Upper SYR

Operations $39,000 $77,500 $79,825 $82,220 $84,686 $87,227

Fisheries Issues/Hydrology $41,500 $50,000 $51,500 $53,045 $54,636 $56,275
Contingency $95,000 $50,000 $50,000 $50,000 $50,000 $50,000

Total Operation & Maintenance $1,048,300 $1,182,400 $1,220,242 $1,113,535 $1,150,949 $1,189,718
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3.3.2. Net Operating Expense

The District plans to first use property tax revenues and SGM grant administration cost reimbursement to
cover SGM-related costs and a portion of other general costs, as shown in Table 3-5. The remaining property
tax revenue is then used to help offset the GSA loan. Any remaining property tax revenue after that will be
used to offset the District’s remaining operating costs.

Line Item FY 2024 FY2025 FY2026 FY2027 FY2028 FY 2029

Property Tax Revenue $365,000 $375,950 $383,469 $391,138 $398,961 $406,940
SGM Grant Administration/Reimbursement $131,000 $77,000 $75,000 S0 SO S0
Salary & Benefits for SGM-time (5102,500) ($74,853) ($77,847) ($80,961) ($84,199) ($87,567)
SGM Expenses ($75,000) ($50,000) ($50,000) ($10,000) ($10,000) ($10,000)
General & Misc. ($34,500) ($43,000) ($44,290) ($45,619) ($46,987) ($48,397)
Special Studies ($39,000) ($47,000) ($48,410) (549,862) ($51,358) ($52,899)
Remaining Property Tax Revenue $245,000 $238,097 $237,922 $204,696 $206,416 $208,077

Table 3-6 shows the net O&M expense projection after offsetting the costs shown in Table 3-5.

Line Item FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Routine Operation (Net Property Tax Offset) $559,800 $703,547 $729,275 $650,060 $674,561 $699,996
Special Studies (Net Property Tax Offset) SO SO SO S0 SO SO
SGM (Net Property Tax Offset) S0 S0 S0 S0 S0 S0
Legal & Engineering

General and Misc. (Net Property Tax Offset) S0 S0 S0 S0 SO S0

Annual G.W. Report $22,000 $25,000 $25,750 $26,523 $27,318 $28,138

WR Decision (2019-0148) $40,000 $61,500 $63,345 $65,245 $67,203 $69,219

Downstream Releases / Upper SYR

Operations $39,000 $77,500 $79,825 $82,220 $84,686 $87,227

Fisheries Issues/Hydrology $41,500 $50,000 $51,500 $53,045 $54,636 $56,275
Contingency $95,000 $50,000 $50,000 $50,000 $50,000 $50,000
Net Operation & Maintenance $797,300 $967,547 $999,695 $927,093 $958,404 $990,855

3.3.3. GSA Loan Funding

The District is projecting loaning the GSA’s $750,000 over three years to help get them operational. Table 3-7
shows the projected sources of funds for the GSA loan. All of the remaining property tax revenue in FY 2024
—FY 2026 plus draws on reserves are used to fund the loan. The District anticipates the GSA repaying the
loan in FY 2027 and FY 2028.
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Line Item FY 2024 FY 2025 FY 2026
Sources:

Remaining Property Tax Revenue $100,000 $238,097 $237,922

Reserves SO $86,903 $87,078
Total Sources $100,000 $325,000 $325,000
Uses:

GSA Loan $100,000 $325,000 $325,000

The proposed financial plan enables the District to set groundwater rates to generate sufficient revenues to
meet its annual obligations. The plan shows the revenues that will be used to maintain appropriate reserves
(absent the GSA loan) while maintaining a sensitivity to rate increases.

Table 3-8, on the following page, shows the proposed financial plan, based on the District’s budgeted
expenses, incorporating the proposed revenue adjustments (Lines 2 - 6). Note that while rates go into effect at
the beginning of the fiscal year, due to semi-annual billing and timing of payments, revenues under the
adjustments are only realized for half of the fiscal year in the first year. Therefore, the Number of Months
Effective, ‘No. Mon. “Effective”’ column shows 6 months instead of 12. Line 1 shows revenue from the
current rates, assuming no increase in rates. Line 7 shows the total revenue adjustments each year. Other
Revenues are shown in Lines 8 - 13. Line 8 shows projected property tax revenue. Line 9 shows a small
amount of miscellaneous revenue. Line 10 shows unrealized gains/losses in FY 2024. Line 11 shows SGM
grant administration reimbursement. Interest revenues (Line 12) are based on budgeted numbers in FY 2024
and FY 2025 and then presumed to be 2.5 percent for the remaining fiscal years. Line 13 shows total
projected revenues.

Lines 15 — 25 summarize the O&M expense projections. Line 26 shows the projected GSA loan to help with
startup of the GSAs and then repayment of the loan. Line 27 shows that no capital expenditures are
anticipated. Line 28 shows the net income, which is revenues less O&M expenses less capital plus GSA loan
and repayment. Lines 29 and 30 show the projected beginning and ending Investment Reserves fund balance,
respectively. Line 31 shows the target reserve, which is the minimum reserve of $2 million plus 50 percent of
annual operating expenses excluding SGM-related costs (Table 3-6). The minimum reserve is established by
Board policy to cover emergencies and unexpected events, including potential litigation. The remainder of the
reserve is recommended by Raftelis to provide working capital for the District’s expenses, given the required
semiannual billing. Revenue adjustments proposed in this financial plan are calculated to meet this reserve
target by the end of FY 2028. Comparing Line 30 to Line 31 and Line 32 shows that the financial plan is
expected to be below the minimum reserve requirement in FY 2026 due to the GSA loan but will meet the
minimum reserve in FY 2027 and the target reserve in FY 2028 when the GSA loans are repaid. The
proposed financial plan supports financial sufficiency and solvency for the District to meet projected
expenditures.
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No. Cashflow FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Groundwater Rate Revenue Under Existing Rates $635,719 $667,303 $667,303 $667,303 $667,303 $667,303
No. Mon.
Revenue Adjustments % Adj.  "Effective"
FY 2025 10.0% 6 $33,365 $66,730 $66,730 $66,730 $66,730
FY 2026 10.0% 6 $36,702 $73,403 $73,403 $73,403
FY 2027 3.0% 6 $12,112 $24,223 $24,223
FY 2028 3.0% 6 $12,475 $24,950
FY 2029 3.0% 6 $12,849
Total Revenue Adjustments S0 $33,365 $103,432 $152,245 $176,832 $202,156
Other Revenue
SB County Property Taxes $365,000 $375,950 $383,469 $391,138 $398,961 $406,940
Misc. Income $180 $200 $200 $200 $200 $200
Unrealized Gains/Losses $24,289 S0 SO SO SO S0
SGM Grant Administration/Reimbursement $131,000 $77,000 $75,000 S0 S0 S0
Interest Income $90,000 $48,000 $50,305 $54,509 $67,784 $76,516
Total Other Revenue $610,469 $501,150 $508,974 $445,848 $466,945 $483,656
Total Revenue $1,246,188 $1,201,818 $1,279,710 $1,265,396 $1,311,080 $1,353,115
Operation & Maintenance
Routine Operation $662,300 $778,400 $807,122 $731,021 $758,760 $787,564
Special Studies $39,000 $47,000 $48,410 $49,862 $51,358 $52,899
SGM $75,000 $50,000 $50,000 $10,000 $10,000 $10,000
Legal & Engineering
General and Misc. $34,500 $43,000 $44,290 $45,619 $46,987 $48,397
Annual G.W. Report $22,000 $25,000 $25,750 $26,523 $27,318 $28,138
WR Decision (2019-0148) $40,000 $61,500 $63,345 $65,245 $67,203 $69,219
Downstream Releases / Upper SYR Operations $39,000 $77,500 $79,825 $82,220 $84,686 $87,227
Fisheries Issues/Hydrology $41,500 $50,000 $51,500 $53,045 $54,636 $56,275
Contingency $95,000 $50,000 $50,000 $50,000 $50,000 $50,000
Total Operation & Maintenance $1,048,300 $1,182,400 $1,220,242 $1,113,535 $1,150,949 $1,189,718
GSA Loan & Repayment ($100,000) ($325,000) ($325,000) $375,000  $375,000 $0
Capital SO SO SO SO SO S0
Net Income (Annual Surplus/(Deficit)) $97,888  ($305,582) ($265,532) $526,861 $535,131 $163,397
Beginning Balance $2,390,173 $2,488,061 $2,182,479 $1,916,946 $2,443,808 $2,978,939
Ending Balance $2,488,061 $2,182,479 $1,916,946 $2,443,808 $2,978,939 $3,142,336
Target Reserve (1) $2,398,650 $2,483,774 $2,499,847 $2,463,547 $2,479,202 $2,495,428
Minimum Reserve $2,000,000 $2,000,000 $2,000,000 $2,000,000 $2,000,000 $2,000,000

32

Figure 3-1 graphically illustrates the proposed Financial Plan — it compares the existing (current) and

(1) Target Reserve = Min + 50% Operating Expenses excluding SGA-related costs.

proposed revenues with projected expenses. The stacked bars show O&M expenses. The green bars above the
X-axis ($0 line) show the net cash used to build up the reserves and the bars below the X-axis show the
withdrawals from reserves to fund costs. The annual deficit shown in FY 2025 and FY 2026 is due mostly to
the GSA loan, and the annual surplus in FY 2027 and FY 2028 are mostly due to repayment of the GSA
loan. Total revenues at existing and proposed rates are shown by horizontal black solid and dashed lines,
respectively. Current revenue from existing rates does not meet future total expenses, which is the reason for
the proposed revenue adjustment.
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Figure 3-1: Proposed Financial Plan
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Figure 3-2 shows the projected investments fund balance. The black line shows the minimum reserve and the
orange line shows the target reserve. The blue bars show the projected ending cash balance. The green bars
show the ending balance if the District did not make the GSA loan. Excepting the GSA loan, the fund
balances in the first three years are projected to be at or above the minimum reserve. The ending balance is
projected to be at or above the target reserve in FY 2028.

Figure 3-2: Projected Investments Fund Balance
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4. Proposed Water Rates

The costs to be allocated to the producers consist of the total revenue requirement less income received from
other sources (net revenue requirements). Table 4-1 shows the development of the costs that must be
recovered through the rate for FY 2025. Raftelis calculated the revenue requirement using the FY 2025
projections of O&M and capital expenses (which are $0), shown in Lines 1 and 2. Note that Line 1 is net
SGM-related costs and matches the total in Table 3-6. Lines 4 — 6 show the other operating revenues available
to offset some of the revenue requirement. The adjustments in Line 9 ensure the cost-of-service accounts for
the annual cash balances. Note that these adjustments exclude the draw on reserves for the GSA loan as the
GSAs will be repaying that loan. Line 10 shows the total revenue required from rates, calculated by adding
Lines 3, 6, and 9.

Net Revenue Requirement, Test Year

. Line ltem Operating Capital
Revenue Requirement
1  Operations (Net SGM-related Costs) $967,547 $967,547
2 Capital SO SO
3 Total Revenue Requirement $967,547 SO $967,547
Revenue Offsets S0
4  Miscellaneous (5200) (5200)
5 Interest Income (548,000) (548,000)
6 Subtotal Revenue Offsets (548,200) (548,200)
Other Adjustments
7  Change in Fund Balance (5218,679) (5218,679)
8  Annualized Rate Adjustment $33,365 $33,365
9 Total Adjustments (5185,313) SO (5185,313)
10 Net Revenue Requirement $734,034 SO $734,034

From FY 2018 to FY 2023, the District utilized a uniform groundwater charge rate among the management
zones in the District (Zones A through F). Comments received on a previous draft rate study suggested,
among other things, that only Zones A and B should be charged for the costs of certain District activities
including those relating to water rights releases. The District disagrees with, among other things, the
comments’ suggestion that water rights releases solely benefit Zones A and B. There are at least incidental
benefits to other zones, and the District believes it has considerable discretion consistent with Proposition 26
to reasonably allocate those costs amongst the different zones. However, for FY 2024 and FY 2025, without
setting any precedent, the District decided to charge only Zones A and B for all work related to water rights
releases, including the work on fisheries issues and work involved with all upstream reservoirs on the Santa
Ynez River: Cachuma, Gibraltar, and Jameson Reservoirs. All other work by the District will be shared
proportionally among all the zones because all such work benefits all the zones.
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The proportion of the charge for the work related to water rights releases between Zones A and B is based on
the average annual delivery of water rights releases since the SWRCB Water Rights Order 89-18. From 1990-
2022 (33 years), the average yearly water rights releases delivered to Zones A and B were 4,438 and 1,761
acre-feet per year, respectively. So, Zones A and B will be charged 72% and 28%, respectively, for all work by
the District related to water rights releases. Stetson, the District’s long-standing consulting engineer, has
recommended this methodology as a reasonable way to allocate the costs of such work among Zones A and
B, and Raftelis believes such allocation bears a fair or reasonable relationship to the benefits received from the
District’s activities relative to those zones, consistent with Proposition 26.

The purpose of the District is to manage groundwater and protect and augment the water supplies of the
District, which are necessary for the public health, welfare, and safety of all users. Rate differentials for
producer classes typically are based on the different peaking characteristics of producer classes. In this case,
all producers have their own wells from which they draw water; and therefore, the District does not incur
costs to provide facilities to meet peaking demands. The District’s operations benefit all users in proportion to
the amount of water they draw from their wells. Therefore, we have created zonal rates but have not set
separate rates based on class of producer.

Once the revenue requirement is known, the costs need to be allocated to the zones. Table 4-2 shows how
each of the O&M cost categories are allocated. For all activities except those related to water rights releases,
the cost allocation is based on the projected usage in FY 2025 (Table 3-2) based on the findings and
determinations in Stetson Engineers’ Forty-Sixth Annual Engineering and Survey Report on Water Supply
Conditions of the Santa Ynez River Water Conservation District dated March 11, 2024. For activities related to
water rights releases, the cost allocation is based on the average water rights deliveries from 1990-2022 (33
years) based on Table 6 in the Stetson report.

Line Item Allocation Method
Routine Operation % of Total Use 27% 47% 4% 8% 11%
Legal & Engineering
Annual G.W. Report % of Total Use 27% 47% 4% 8% 11%
Downstream Releases / % of Water Rights Releases 72% 28% 0% 0% 0%
Upper SYR Operations
WR Decision (2019-0148) % of Water Rights Releases 72% 28% 0% 0% 0%
Fisheries Issues/Hydrology % of Water Rights Releases 72% 28% 0% 0% 0%
Contingency % of Total Use 27% 47% 4% 8% 11%

Table 4-3 applies the allocations shown in Table 4-2 to the FY 2025 net O&M costs shown in Table 3-6.
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Line Item Total ZoneA ZoneB ZoneC ZoneD ZoneE ZoneF
Routine Operation $703,547 $187,677 $327,543 $26,220 $56,255 $74,600 $31,253
Legal & Engineering
Annual G.W. Report $25,000 $6,669 $11,639 $932 51,999 $2,651 S$1,111
Downstream Releases / $77,500 $55,800 $21,700 SO S0 S0 S0
Upper SYR Operations
WR Decision (2019-0148) $61,500 $44,280 $17,220 SO SO SO SO
Fisheries Issues/Hydrology $50,000 $36,000 $14,000 SO SO SO SO
Contingency $50,000 $13,338 $23,278 S1,863  $3,998  $5,302 $2,221
Net O&M $967,547 $343,764 $415,380 $29,015 $62,251 $82,553 $34,584

Table 4-4 shows the net revenue requirement allocated to the zones. The revenue offsets are allocated
proportionally to the total costs allocated to each zone.

Unit Cost of Service, Test Year Total Zone A Zone B ZoneC ZoneD ZoneE ZoneF
Operations $967,547 $343,764 $415,380 $29,015 S$62,251  $82,553  S$34,584
Capital SO SO SO SO SO SO SO
Total $967,547 $343,764 $415,380 $29,015 $62,251  $82,553  $34,584
Revenue Offsets

Miscellaneous ($200) (s71) (586) (s6) (513) ($17) (57)

Interest Income ($48,000) ($17,054) (S20,607) ($1,439) (S3,088) ($4,095) (S1,716)

Other Adjustments ($185,313) ($65,841) ($79,557) ($5,557) ($11,923) ($15,811) ($6,624)
Net Revenue Requirement $734,034 $260,798 $315,129 $22,012 $47,227 $62,629 $26,237

Table 4-5 shows the unit cost-of-service based on dividing the net revenue requirement allocated to each zone
(Table 4-4) by the projected usage in FY 2025 (Table 3-2) based on the findings and determinations in Stetson
Engineers’ Forty-Sixth Annual Engineering and Survey Report on Water Supply Conditions of the Santa Ynez River
Water Conservation District dated March 11, 2024. The unit cost is rounded up to the nearest ten cents for
revenue sufficiency.

Unit Cost of Service, Test Year Total Zone A ZoneB ZoneC ZoneD ZoneE ZoneF
Net Revenue Requirement $734,034 S$260,798 $315,129 $22,012 $47,227 S$62,629 526,237
Test Year AF 43,335 11,560 20,175 1,615 3,465 4,595 1,925
Unit Cost, S/AF $22.60 $15.70 $13.70 $13.70 S13.70 $13.70

Table 4-6 presents the current rate and the proposed rate for FY 2025. The proposed rates are rounded up to
the nearest 10 cents for ease of administration.
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Table 4-6: Current and Proposed Usage Rates, $/AF

Rate ZoneA ZoneB ZoneC ZoneD Zone E Zone F
Current $20.42 S14.24 $12.41 $12.41 $12.41 $12.41
Proposed, FY 2025 $22.60 $15.70 $13.70 $13.70 $13.70 $13.70

4.5. Projected Revenues Under Cost-of-Service Rates

Table 4-7 shows the revenues under the current rates based on the FY 2025 projected usage and the revenues
using the proposed rates. The percent increase in total revenues is slightly more than the proposed revenue
adjustment shown in the financial plan (Table 3-8) due to rounding the rates.

Table 4-7: Projected Revenues Under Cost-of-Service Rates, FY 2025

Revenue Revenue
Estimated Current Under Proposed Under Percent

Usage Rate Current Rate Proposed Increase/

AF S/AF Rates S/AF Rates Decrease

Zone A 11,560 $20.42 $236,055 $22.60 $261,256 10.7%
Zone B 20,175 $14.24 $287,292 $15.70 $316,748 10.3%
Zone C 1,615 $12.41 $20,042 $13.70 $22,126 10.4%
Zone D 3,465 $12.41 $43,001 $13.70 $47,471 10.4%
Zone E 4,595 $12.41 $57,024 $13.70 $62,952 10.4%
Zone F 1,925 $12.41 $23,889 $13.70 $26,373 10.4%
Total 43,335 $667,303 $736,924 10.4%

4.6. Producer Impact Analysis

Table 4-8 through Table 4-10 illustrate the producer bill impact for an average agricultural producer, an
average special irrigation producer, and an average non-agricultural producer within each zone on the
January 2025 bill. Average use per bill is based on FY 2023 billing data from Stetson Engineers’ Forty-Sixth
Annual Engineering and Survey Report on Water Supply Conditions of the Santa Ynez River Water Conservation District
dated March 11, 2024.

Table 4-8: Average Agricultural Producer by Zone, FY 2025 Bill Impact

Agricultural Zone A Zone B Zone C Zone D Zone E

Average AF/bill 29.3 37.2 0.2 15.5 6.0 16.5
Current Bill $599.14 $529.37 $2.18 $192.47 $74.82 $204.71
Proposed Bill $663.10 $583.64 $2.41 $212.47 $82.59 $225.99

Bill Change, $ $63.96 $54.28 $0.23 $20.01 $7.78 $21.28
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Table 4-9: Average Special Irrigation Producer by Zone, FY 2025 Bill Impact

Special Irrigation Zone A Zone B Zone C Zone D Zone E Zone F

Average AF/bill 2.1 2.2 0.1 0.2 0.1 0.0
Current Bill $43.33 $31.58 $1.13 $2.60 $0.70 $0.00
Proposed Bill $47.95 $34.82 $1.25 $2.87 $0.77 $0.00
Bill Change, $ $4.63 $3.24 $0.12 $0.27 $0.07 $0.00

Table 4-10: Average Other (Non-Agricultural) Producer by Zone, FY 2025 Bill Impact

Non-Agricultural Zone A Zone B Zone C Zone D Zone E

Average AF/bill 6.8 14.7 15.6 4.1 4.6 1.3
Current Bill $139.27 $209.05 $194.07 $51.40 $57.26 $16.26
Proposed Bill $154.14 $230.48 $214.24 $56.74 $63.22 $17.95

Bill Change, $ $14.87 $21.43 $20.17 $5.34 $5.95 $1.69
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O&M Budget and Projection Detail FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Internal Operations / Expenses
Employee Salaries Salaries $450,000 $447,000 $464,880 $483,475 $502,814 $522,927
Payroll (SS and Medicare) Benefits $34,000 $34,000 $35,360 $36,774 $38,245 $39,775
Employee Benefits Benefits $9,500 $9,000 $9,360 $9,734 $10,124 $10,529
Retirement Plan Contributions Benefits $29,000 $47,000 $48,880 $50,835 $52,869 $54,983
Outside Services General $6,000 $7,000 $7,210 $7,426 $7,649 $7,879
Office Expense General $67,000 $55,000 $56,650 $58,350 $60,100 $61,903
Director Fees General $6,200 $8,400 $8,652 $8,912 $9,179 $9,454
Travel & Training General $9,000 $12,000 $12,360 $12,731 $13,113 $13,506
Annual Audit General $20,000 $20,000 $20,600 $21,218 $21,855 $22,510
Insurance & Worker's Comp General $20,000 $26,000 $26,780 $27,583 $28,411 $29,263
Dues and LAFCO Fees General $4,600 $6,000 $6,180 $6,365 $6,556 $6,753
Groundwater Charges Program General $6,000 $106,000 $109,180 $6,556 $6,753 $6,956
Miscellaneous General $1,000 $1,000 $1,030 $1,061 $1,093 $1,126
Legal
General & Misc. General $16,500 $26,500 $27,295 $28,114 $28,957 $29,826
Downstream Releases / Upper SYR Operations General o) $2,500 $2,575 $2,652 $2,732 $2,814
WR Decision (2019-0148) General $25,000 $36,500 $37,595 $38,723 $39,885 $41,081
Fisheries Issues General $16,500 $20,000 $20,600 $21,218 $21,855 $22,510
Employment/HR General $5,000 $2,500 $2,575 $2,652 $2,732 $2,814
Groundwater Program General $7,000 $7,000 $7,210 $7,426 $7,649 $7,879
Engineering/Environmental
General & Misc. General $6,000 $7,000 $7,210 $7,426 $7,649 $7,879
Annual GW Report General $22,000 $25,000 $25,750 $26,523 $27,318 $28,138
Downstream Releases Operations General $35,500 $70,000 $72,100 $74,263 $76,491 $78,786
Upper SYR Operations General $3,500 $5,000 $5,150 $5,305 $5,464 $5,628
WR Decision (2019-0148) General $15,000 $25,000 $25,750 $26,523 $27,318 $28,138
Fisheries Hydrology General $25,000 $30,000 $30,900 $31,827 $32,782 $33,765
Special Studies General $39,000 $47,000 $48,410 $49,862 $51,358 $52,899
SGM Expenses No Inflation $75,000 $50,000 $50,000 $10,000 $10,000 $10,000
Contingency No Inflation $95,000 $50,000 $50,000 $50,000 $50,000 $50,000

Total O&M $1,048,300 $1,182,400 $1,220,242 $1,113,535 $1,150,949 $1,189,718
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