TO: BOARD OF DIRECTORS AGENDA ITEM
FROM: MARIO E. IGLESIAS ﬂ E-2
GENERAL MANAGER -
MAY 10, 2017
DATE: May 4, 2017

REVIEW DWR BULLETIN 118 AND SANTA MARIA BASIN FRINGE
AREAS WITHIN THE NIPOMO CSD BOUNDARIES
AND CONSIDER ACTIONS TO SUPPORT
SAN LUIS OBISPO COUNTY’S DWR BOUNDARY MODIFICATION
APPLICATION

ITEM

Review the Department of Water Resources (“DWR”) Bulletin 118 and the Santa Maria fringe
area within the Nipomo Community Services boundaries and consider actions to support the
County of San Luis Obispo’s DWR boundary modification application [RECOMMEND REVIEW
AND DIRECT STAFF].

BACKGROUND

The Nipomo Community Services District (“NCSD”) draws water from the Santa Maria
groundwater basin (“Basin”). The Basin has been designated a High Priority Basin by DWR
and must comply with the Sustainable Groundwater Management Act of 2014 (“SGMA”).
SGMA requires High Priority Basins to be managed by a Groundwater Sustainability Agency
(“GSA”) through a Groundwater Sustainability Plan (“GSP”) by January 31, 2022. A critical
deadline for High Priority Basins that are looking to adjust their boundaries is March 31, 2018
when Boundary Modification Applications (“BMA”) are due.

The NCSD boundaries transcend the Basin boundaries into areas east of Highway 101 and
categorized by DWR as fringe areas of the Basin. These fringe areas are not within the
adjudicated boundaries of the Basin and therefore are not managed by the three court assigned
management agencies. DWR is requiring these fringe areas to comply with SGMA and
therefore a GSA must be formed to manage the groundwater within the fringe area.

There are approximately 1,700 NCSD water service customers within the fringe areas. These
customers would be subject to fees associated with forming a GSA and managing the GSP.
These customers are currently paying to manage the adjudicated Santa Maria groundwater
basin, the source of their water supply. The NCSD Board of Directors (“Board”) believes this is
inequitable and not necessary as their customers don’t use the fringe areas for water supply
and there is concern that the fringe areas do not constitute a groundwater basin. For these
reasons, the Board desires to assist the County of San Luis Obispo (“County”) in their efforts to
complete a BMA for the fringe areas within the NCSD Boundaries.

The Board has taken actions recommending the County act as the GSA in this area at its
March 22, 2017 Board Meeting. At its April 26, 2017 Board Meeting, the Board responded to
the County’s funding plan by sending a letter requesting the County’s Board of Supervisors to
reconsider their new funding strategy and instead follow their original 2016 strategy. This staff
report provides the Board with the opportunity to consider actions it could take in support of the
BMA, a separate issue from the previous two actions.
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Staff has asked the County how they and the District can collaborate to meet the BMA
deadline. To date, staff has not received a reply.

FISCAL IMPACT

There is no impact to the budget at this time.

STRATEGIC PLAN

Goal 7. COMMUNICATION. Use public outreach to communicate effectively with the public to
obtain their input and build understanding and support for the District.

7.2 Maintain productive communication and relationships with key stakeholders,

such as city, County, State and Federal legislators, service clubs, etc. As
appropriate, plan and assign for this role.

RECOMMENDATION

Review and discuss opportunities to assist the County and direct staff.

ATTACHMENTS

Map — DWR Bulletin 118 — Santa Maria Groundwater Basin

DWR List of Required Components

March 22, 2017, Staff Report; NCSD Authorizing County to act as GSA
April 26, 2017, Staff Report; NCSD Response to County Funding Strategy
May 1, 2017, Letter from NCSD to SLO County, County Funding Strategy
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May 10, 2017

ITEM E-2

ATTACHMENT C



TO: BOARD OF DIRECTORS AGENDA ITEM

FROM: MARIO IGLESIAS E 1
GENERAL MANAGER =

DATE: MARCH 17, 2017 MARCH 22, 2017

CONSIDER ALTERNATIVES FOR COMPLYING WITH THE
SUSTAINABLE GROUNDWATER ACT OF 2014 AND CONSIDER
AUTHORIZING THE COUNTY OF SAN LUIS OBISPO TO ACT AS
GROUNDWATER SUSTAINABILITY AGENCY FOR THE FRINGE

AREAS OF THE SANTA MARIA GROUNDWATER BASIN

ITEM

Review and consider alternatives for complying with the Sustainable Groundwater Act of 2014
and select an alternative that benefits the residents served by the Nipomo Community Services
District (‘NCSD”), including authorization of the County of San Luis Obispo to act as the
Groundwater Sustainability Agency for the fringe area of the Santa Maria Groundwater Basin
[RECOMMEND APPROVE RESOLUTION AUTHORIZING THE COUNTY OF SAN LUIS
OBISPO TO SERVE AS THE EXCLUSIVE GROUNDWATER SUSTAINABILITY AGENCY
WITHIN THE FRINGE AREAS OF THE SANTA MARIA GROUNDWATER BASIN WITHIN THE
NIPOMO COMMUNITY SERVICES DISTRICT BOUNDARIES]

BACKGROUND

The Sustainable Groundwater Management Act of 2014 (“SGMA”) was signed by the Governor
in September 2014, became law on January 2015, and amended by SB13 effective January
2016. The law requires that identified medium and high priority groundwater basins within the
State of California be managed by a Groundwater Sustainable Agency (“GSA") on or before
June 30, 2017. The Santa Maria Groundwater Basin (“Basin”) is one of six groundwater basins
in San Luis Obispo County (“County”) that is considered medium or high priority by the
California Department of Water Resources (‘DWR”).

SGMA established a new structure for managing California’s groundwater resources at a local
level by local agencies. A GSA is responsible for developing and implementing a Groundwater
Sustainability Plan (“GSP”) to meet the sustainability goal of the basin to ensure that it is
operated within its sustainable yield, without causing undesirable results. Each GSA will need to
develop a GSP by January 31, 2022. Groundwater basins may have single or multiple GSA's
and single or multiple GSP’s. Basins are subject to regulation by DWR in the event a GSA is
not formed by local, eligible agencies.

The County’s Public Works Department has been actively engaging cities, community services
districts, water purveyors, agricultural interests and other stakeholders in an outreach effort to
communicate the requirements of SGMA. Based on the findings and recommendations of this
outreach effort, the County is moving forward with the formation of a GSA for the non-
adjudicated portion of the Santa Maria Basin (“Basin”) defined by DWR’s Bulletin 118. While a
majority of the Basin is exempt from SGMA as a result of the Basin Litigation and Judgment,
there are “fringe areas” geographically contiguous to the Basin that are not included in the
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adjudication [Attachment A]. NCSD boundaries extend over the fringe areas on the east side of
Highway 101 as depicted in the attached map.

NCSD is a “local agency” as that term is defined by SGMA, and as such is authorized to form a
GSA to manage groundwater resources in the fringe area and within its jurisdictional
boundaries in accordance with SGMA and other applicable laws and authorities.

The decision by a local agency to form an independent GSA or to allow the County to assume
that responsibility over its jurisdictional boundary is influenced by the unique circumstance of
each agency. There are at least two factors to evaluate when deciding whether or not an
agency chooses to form or participate in a GSA: maintaining land use authority over the GSA
defined area and exercising control over groundwater extraction in the defined area. NCSD has
no land use authority built into its governance, and does not utilize the fringe areas for water
production or have plans for future groundwater extractions from the fringe areas of the Basin.

A review of the potential operation and administrative impacts of SGMA on NCSD and the
extensive requirements of the GSA to manage the basin were undertaken by staff. Concerns
over relinquishing to the County the opportunity to form or participate in a GSA and the
authority over the fringe area for groundwater extraction are further expressed below. The
GSA:

1. Could potentially place limitations on groundwater extractions should groundwater
management protection measures dictate such an action. As stated above, NCSD does
not plan on utilizing this section of the basin because it does not provide sufficient water
productivity to make the fringe areas economically viable as a source of supply. There
are two district wells in the fringe area. Both of these wells are out of service and have
not been used in over 10 years.

2. Will have the authority to impose fees on groundwater extractions. GSAs will also have
the ability to levy and collect taxes, assessments and charges as already provided by
law. NCSD would be subject to extraction fees if it were to begin pumping water from
the area. It could also be subject to fees assessed by the GSA but these fees are
anticipated to be limited to fees paid by all parcels in the fringe area. The District holds
three parcels in fee in the fringe area and these parcels could be subject to a GSA
assessment should one be established.

NCSD or any other affected governmental agency must inform the County of their intent to
allow the County to manage areas of the GSA within their jurisdiction or form an independent
GSA that would work cooperatively with the County’s GSA.

Staff has reviewed SGMA and considered the advantages and disadvantages to the community
served by NCSD and concluded the potential cost and ongoing effort to form a GSA and
manage the fringe areas of the Basin exceed the benefit. As a result, it is recommended that
NCSD not exercise its option to form a GSA, but instead authorize and recognize the County as
the exclusive GSA within the fringe areas of the Basin within NCSD boundaries. The attached
resolution is provided for your Board’s consideration [Attachment B].
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FISCAL IMPACT

The financial impacts on NCSD for complying with SGMA are largely unknown. The County
Public Works Department put together a summary of cost estimates for the six medium and
high priority basins within the County [Attachment C]. For the Santa Maria Basin, the cost for
the first five years is estimated at $463,523 per year and $250,000 from 2022 and beyond. If
NCSD does not form a GSA, it will be subject to the County’s discretion to exercise those
means described and allowed in SGMA for collection of fees necessary to execute the GSP
and administrate the program.

At its March 7, 2017 meeting, the San Luis Obispo County Board of Supervisors committed to
paying for the first five years of the program for unincorporated areas in the County under

commitment. It is anticipated at some point in the future NCSD would be subject to fees to
support the GSA. It is further anticipated that these fees would be equal to but no greater than
fees paid by similar parcel owners within the GSA. NCSD holds three parcels in fee within the
fringe areas: the quad tank site on Dana Foothill Road, the administration office site on Wilson
Street, and the Savage Well site on West Dana Street.

STRATEGIC PLAN

Goal 1. WATER SUPPLIES. Actively plan to provide reliable water supply of sufficient quality
and quantity to serve both current customers and those in the long-term future.

1.6 Continue to monitor and participate in water supply issues and programs with
other local and regional organizations

RECOMMENDATION

Staff recommends that your Board receive the report and consider approving a resolution
authorizing the County of San Luis Obispo to serve as the exclusive groundwater sustainability
agency within the fringe areas of the Santa Maria Basin within the Nipomo Community Services
District boundaries.

ATTACHMENTS

A. County of San Luis Obispo Map: DWR Bulletin 118 — Santa Maria Groundwater Basin —
Conceptual GSA Model

B. Resolution 2017-XXXX Authorizing the County of San Luis Obispo to Serve as the
Exclusive Groundwater Sustainability Agency Within the Fringe Areas of the Santa
Maria Groundwater Basin Within the Nipomo Community Services District Boundaries

C. County of San Luis Obispo: Table 2A, Summary of Costs Across All Unincorporated
Areas

Comm
demand
violatior
particula
reconsid
think we
just wan
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ATTACHMENT D



TO: BOARD OF DIRECTORS AGENDA ITEM

FROM: MARIO IGLESIAS E 1
GENERAL MANAGER -

DATE: April 21, 2017 APRIL 26, 2017

CONSIDER RESPONDING TO THE COUNTY OF SAN LUIS OBISPO
BOARD OF SUPERVISOR’S SUSTAINABLE GROUNDWATER
MANAGEMENT ACT FUNDING POLICY SHIFT

ITEM

Discuss possible response by Nipomo Community Services District to the San Luis Obispo
County Board of Supervisor’s decision to modify their policy on the Sustainable Groundwater
Management Act and direct staff as needed. [RECOMMEND CONSIDER POSSIBLE RESPONSE
AND DIRECT STAFF]

BACKGROUND

At your Board’s March 22, 2017, Board Meeting, staff presented for the Board’s consideration
a resolution recommending the County of San Luis Obispo (“County”) to act as the
Groundwater Sustainability Agency (“GSA”) for the fringe areas of the Santa Maria
Groundwater Basin (“Basin”) within the Nipomo Community Services District (“NCSD”)
boundaries. Within that staff report [Attachment A], background information was provided
regarding the Sustainable Groundwater Management Act (“SGMA”) and the requirement to
form a GSA was explained.

The County Board of Supervisors {“Supervisors”) adopted a SGMA strategy on January 13, 2015
[Attachment B]. The Supervisors modified this document on May 24, 2016, November 1, 2016,
and again on March 7, 2017. The latest revision caused some communities in the County to
react because of the Supervisor’s policy change regarding GSA program funding. A significant
policy modification to the strategy, “Policy Statement 3.” found on page 9 of 16 under “Policy
Statement 3a. Financial Strategies”, redirects the costs of the GSA program for the first 5 years
from those parcels within the GSA to the entire County’s population. This policy shift was
reaffirmed at the County’s April 4th Supervisor’'s meeting when, for the second time,
Supervisors voted to modify their SGMA strategy to shift the cost burden of the program in this
manner. Supervisors had voted in favor of the policy shift at their March 7, 2017, meeting but
due to procedural controversy, elected to revisit the issue at its April 4™ Supervisor’s Meeting.

The Board of Directors of two Community Services Districts (“CSD”), Oceano CSD and Cambria
CSD, the cities of San Luis Obispo and Paso Robles, as well as agencies and individuals
throughout the County have submitted letters of opposition after evaluating the County’s
policy shift. Letters from the CSDs and cities are attached for your review [Attachment C]. A
primary argument sited throughout these transmittals is the perceived inequity of the County’s

T:\BOARD MATTERS\BOARD MEETINGS\BOARD LETTER\2017\170426 CONSIDER COUNTY SGMA FUNDING POLICY SHIFT.docx
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action. The County is paying GSA program costs where it may be more appropriate for these
costs to be borne by property owners within the GSA boundaries who directly benefit from the
GSA program.

The County has published a basin-by-basin estimate of the distribution of costs to develop and
begin implementation of a Groundwater Sustainability Plan (“GSP”) for the six groundwater
basins included in the County’s GSA [Attachment D]. The summary of costs table identifies
$5.3 million coming from the Flood Control District, $4.8 million from other entities, leaving a
balance of $6.1 million in unidentified coverage for the total cost estimate of $16.3 million. It is
unclear where the balance of these funds is accounted for in the County’s budget as requests
for information have not yet been provided.

Your Board may or may not decide to weigh in on the County’s policy shift outlined in the
County’s adopted SGMA strategy. The County will be adopting their budget for Fiscal Year
2017-18 in June 2017. The Supervisors would evaluate County-wide programs and setting
budgets to support their goals and objectives during this time.

FISCAL IMPACT

There is no direct fiscal impact to NCSD other than the financial burden it may carry to support
the costs of the GSA. The District holds fee title on three parcels within the fringe area of the
Santa Maria basin. These parcels would be subject to any future assessment deemed
necessary by the County to cover the costs associated with maintaining the GSA.

STRATEGIC PLAN

Goal 1. WATER SUPPLIES. Actively plan to provide reliable water supply of sufficient quality
and quantity to serve both current customers and those in the long-term future.

1.6 Continue to monitor and participate in water supply issues and programs with
other local and regional organizations

RECOMMENDATION

Staff recommends your Board discuss the County’s shift in policy regarding its SGMA
compliance strategy and come to consensus on what actions to take, if any, and provide staff
with direction.

ATTACHMENTS

NCSD March 22, 2017, Agenda ltem E-1, Consider Alternatives...SGMA...
San Luis Obispo County, Dept. of Public Works, SGMA Strategy
CSD/City Letters of Opposition to County GSA Funding Strategy Shift
County Summary of Cost Tables for GSPs Implementation w/Map

OO w»
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May 1, 2017

The Honorable John Peschong, Chair and
Members of the Board of Supervisors
County of San Luis Obispo

County Government Center

1055 Monterey Street

San Luis Obispo, CA 93408

Dear Chair Peschong and Members of the Board of Supervisors

SUBJECT: Proposed County Formation of a Groundwater Sustainability Agency
(Sustainable Groundwater Management Act)

At its April 26, 2017 Regular Board Meeting, the Board of Directors (“Board”) for the
Nipomo Community Services District (“NCSD") discussed the County’s Board of Supervisors
(“Supervisors”) March 7, 2017 revision to its Sustainable Groundwater Management Act
("SGMA”) Strategy. The Board is concerned that the revision is an inappropriate use of
County General Funds (“General Fund”) as it places an inequitable tax burden on the
Board's constituency.

Specifically, the Board objects to the Supervisor’s redirecting of taxpayer money from
the General Fund to subsidize groundwater management costs for rural parcels in other
parts of the County. By committing up to $16 million for managing groundwater resources for
properties that have chosen not to self-manage, the Supervisors are allocating public funds
at the expense of all residents within the County. Before this funding strategy revision by
Supervisors, property owners had the choice of self-management and funding to retain local
control. This revision does not give the choice of self-funding to those property owners.

Self-management and funding for groundwater management prevails over most of the
County.

Community services districts, incorporated cities, water districts, and adjudicated
areas currently fund their groundwater management through taxes and water rates. The
13,000 residents who are customers of NCSD spent $25 million to build the infrastructure
needed to import water to augment their groundwater supply. NCSD spends over $100,000
per year for the Nipomo Mesa Management Area (“NMMA”) Technical Group to manage our
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water use. NCSD customers are committed to spend close to $1 million this year, increasing
this amount to nearly $4 million per year for imported water by 2025. The County does not
provide funding support for these expenditures. These costs are borne entirely by NCSD
customers through water rates and taxes.

Stakeholders should fund their own groundwater management.

The NCSD customers, who are paying millions to manage their groundwater basin,
will see no benefit from this subsidy. These customers will be paying twice for groundwater
management: once for groundwater management in Nipomo, and again for properties in
other areas of the County. Other self-managed areas in the County will be exposed to a
similar cost sharing inequity.

County projects and services will be negatively impacted from this General Fund
reallocation.

Funding for Groundwater Sustainability Agencies (“GSA”) as proposed by the
Supervisors will have to come from a new source or if from an existing source, planned
County projects and services will have to be reduced or suspended. Since no new taxes are
proposed to offset the projected costs, General Fund expenditures will have to be redirected.
In Nipomo, funds to develop the Jack Ready Park, the Jim O. Miller Park, the Dana Adobe
Cultural Center, and the Nipomo Skateboard Park will be put in jeopardy.

Commitment of County funds is premature.

County commitment of these management funds is currently unnecessary, as no
fringe area willingness to self-fund, to our knowledge, has been tested through a 218
process. Other communities in the County have volunteered to fund their own groundwater
management efforts to avoid State or County control of their resources. Before committing
any funds, the County should provide affected communities with an opportunity to choose by
initiating a 218 process.

Shrinking or eliminating inappropriate fringe areas will reduce the groundwater
management costs.

The Board believes the Nipomo Valley fringe area is not part of the Santa Maria
Valley Groundwater Basin and the Nipomo Valley is not a true basin with a confining
impervious bottom; it is believed to be fractured rock, not a saturated soil aquifer. There is
no proven hydraulic connection between the Nipomo Valley and the Santa Maria Valley
Groundwater Basin aquifer. The Board appreciates the ongoing efforts of the County’s
Public Works Department to develop the data needed to verify our beliefs. With this data in
hand, the County should submit a boundary modification application to the Department of
Water Resources to realign the Nipomo Valley fringe area boundary with the boundary of the
adjudicated Santa Maria basin.

The Board requests the Supervisors reconsider their March 7, 2017 revised funding
strategy of the County’s Sustainable Groundwater Management Act (SGMA) Strategy, and
remove the tax burden from County residents who do not directly benefit from this revision.

This letter was compiled and approved by NCSD’s Board of Directors.
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Regards,
NIPOMO COMMUNITY SERVICES DISTRICT

LA B )

Dan Allen Gaddis,

President

Nipomo Community Services District
Board of Directors

c. NCSD Board of Directors
W. McDonald, NCSD General Counsel

May 1, 2017



