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CONDUGT PROTEST HEARING ON PROPOSED WATER RATES,
DETERMINE PROTEST STATUS, AND IF THERE IS NOT A MAJORITY
PROTEST, CONSIDER ADOPTION OF RESOLUTION WITH
RESPONSES TO TIMELY FILED WRITTEN OBJECTIONS TO THE
PROPOSED WATER RATES AND APPROVING INCREASED DISTRICT
WATER RATES AND SEPARATE VARIABLE WATER RATES FOR
CUSTOMERS THAT ANNEX INTO THE DISTRICT AS OF NOVEMBER OF
2024, TO BE EFFECTIVE FEBRUARY 1,2026, JANUARY 1,2027, AND
JANUARY 1,2023 IRECOMMEND CONDUCT PUBLIC HEARING AND lF
THERE IS NO MAJOR¡TY PROTEST, ADOPT RESOLUTIONI

ITEM

Conduct protest hearing on proposed water rates, determine protest status, and if there is not a
majority protest, consider adoption of resolution with responses to timely filed written objections
to the proposed water rates and approving increased district water rates and separate variable
water rates for customers that annex into the district as of November of 2024, to be effective
February 1, 2026, January 1, 2027 , and January 1, 2028 IRECOMMEND CONDUCT PUBLIC
HEARTNG AND lF THERE IS NO MAJORITY PROTEST, ADOPT RESOLUTIONI.

INTRODUCTION

The information provided in this staff report for your Board's review is sectioned under the
following headings. A brief description of each heading is provided for clarity.

o Background - A brief history of prior Board actions
. Public Hearing for Rate Adoption and Rate Schedule
o Exhaustion of Administrative Remedies Procedure
. Use of Water Revenue - Definition of how water revenue is to be applied
¡ Strategic Plan - How the item adheres to the District mission and vision.
o Fiscal lmpact - Defines the purpose of proposing the item
o Recommendation - Staffs recommendation for the item
o Attachments - Supporting documentation needed to better understand item

ln general, the item before your Board discusses the need to adjust water rates and charges and

adopt annexation water rates and charges. This public hearing is the final step in the process

required by State law before adopting new rates and charges for water services. The proposed

rate schedule covers rate adjustments over 3 years, starting on February 1,2026, with the last
increase scheduled for January 1,2028.
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Fixed Charge ($ per month)

5/8 thru 1 inch

1-112 inch

2 inch

3 inch

4 inch

6 inch

I inch

$41.56

$57.19

$79.45

$167.87

$232.s|

$459.73

8718.92

v7.23

$64.48

$89.95

$197.40

$271.48

$523.83

$812.23

$65.70

$89.73

$125.17

8274.70

$377.82

$729.15

$1,130.67

$81. l7

$111.02

$r55.01

$340.35

$468.35

$904.67

$1,403.32

Variable Charge ($ per HCF)

District Rate ($/HCF)

Annex Rate ($/HCF)

$8.45

nla

$9.09

$10.46

$r0.07

$11.54

s10.94

$12.41

Table 1. Proposed Rate Schedule, provides an overview of the proposed water rates through

January 1,2]028. The September 2025 Water Rate Study, Attachment A, provides the
methodology and details on how these rates were constructed and serves as a part of the
District's administrative record in support of the rate decision. The Rate Study has been

available in the District Office for public review.

BACKGROUND

The Nipomo Community Services District Water Enterprise is solely funded by rates and

charges collected from users who are connected to and benefit from the use of the Water

System ("System"). Funds collected from users are applied to the operations and maintenance

of tne Systém. The cost to operate and maintain the System increases over time due to
inflation and system improvements/replacements. To continue a program that ensures

uninterrupted operations, compliance with state regulations, and cost recovery and fiscally
prudent reserves to sustain the System, and is fair and equitable to all System users, the cost of

service is evaluated and determined in the Rate Study.

The last Water Rate Study and rate adjustment were completed in August 2020. lt is typical

and prudent to conduct rate studies on a regular basis to ensure proper and adequate funding

of the enterprise. Evaluating the cost of service in a regularly scheduled rate study and

adjusting rates to match an average inflationary factor provides for minimal adjustments on an

anhual basis. This method of rate management provides a responsible approach in meeting the

financial needs of the enterprise, while keeping in mind the financial concerns of users.

At the February 26,2025 Board Meeting, your Board directed staff to complete a water rate

study with the aid of our consultant Tuckfield and Associates ("Consultant"). The water rate

study would inform the proposed water rates for current District rate payers as of January 2026,

as well as the water rates to be paid by customers in annexation areas annexed to the District

as of November 2024 and later. The District's Annexation Policy requires that customers on

annexed properties can be served only by SupplementalWater, which is imported at a higher

cost, justifying a different rate. Additionally, the Consultant was tasked to build a rate structure

that wouldadlress the financial needs of the Water Enterprise as it moved through Fiscal Year

2029-2030.

The Study includes a review and analysis of the Water enterprise funds, user classifications,

and current rate structure. Mr. Clayton Tuckfield presented the Water Cost of Service and
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Rates to the Finance and Audit Committee ("Committee") on August 14,2025. The major

drivers for the need to increase rates were: the District's court-imposed and contractual
obligation to take an increased volume of supplemental water at significantly higher cost than
groundwater; increased operating costs; increased costs for scheduled capital improvement

þrojects; and maintaining healthy financial reserves to mitigate risks. The Committee received

and considered Mr. Tuckfield's presentation and directed him to advance his efforts to draft the
Rate Study for Board consideration.

On September 10, 2025, the Consultant presented a Draft Water Rate Study to the District's

Board îor review and comment. At that meeting the Board received the report, asked questions,

and directed the Consultant to prepare a final draft of the Rate Study for the September 24,

2025 Board Meeting.

At your Board's September 24,2025 Board Meeting, your Board took the following actions:

1. Approved the September 2025 Water Rate Study.

2. Approved the Water Rate Adoption Schedule.

3. Approved the Proposition 218 Rate Notice and directed staff to initiate Proposition 218
proceedings by mailing notices to property owners and District customers.

4. Set 5:00 pm Monday, December 1,2025, as the deadline to submit written objections for
the exhaustion of administrative remedies.

S. Set g:00AM Wednesday December 10,2025, your Board's regularly scheduled Board

Meeting, as the date and time for the public hearing on the proposed water rates.

PUBLIC HEARING FOR RATE ADOPTION

Adoption of new rates and charges requires a public hearing process in compliance with

Proposition 218. Following your Board's September 24,2025, approval of the Rate Study, a Public

Notice was mailed to all owners of record and customers of record impacted by the proposed new

fees. The water enterprise serves approximately 4,671 parcels. By State law, a successful

majority protest vote requires 50%+1 or 2,337 of the parcel owners to file a valid wriüen protest.

fná Oiitr¡ct will accept written protests from property owners or customers prior to the close of
the public hearing, on a one protest per parcel basis.

At the conclusion of the public hearing, the Secretary to the Board of Directors will complete the

tabulation of all written protests received from record property owners receiving water service

from the District and District water customers, including those received during the public

hearing. Only one protest will be counted per parcel in determining the existence of a majority
protesi. The Secretary to the Board will report the results of the tabulation to the Board of.Directors. 

As of the date of this staff report,2T4written protests have been received. Written
protests will be accepted until the close of the public hearing. A majority protest against the
proposed water rates would require 2,337 written protests.

lf, according to the final tabulation, the written protests submitted represent more than 50% of all

the parcelsln the District receiving water service, a majority protest exists, and the Board of
Directors shall not impose the water rate increases. lf the final tabulation of written protests

represents less than 50% of all the parcels in the District receiving water service, the Board of
Directors may consider adopting Resolution No. 2025-XX approving the proposed water rate

increases effective February 1,2026, January 1,2027, and January 1,2Q28. This Resolution
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also authorizes pass-throughs for increases in the District's cost to purchase supplemental
water from the City of Santa Maria for the period February 1,2026 through January 1, 2030, as

allowed by California Government Code Section 53756 and discussed in the Rate Study.

Exhaustion of Administrative Remedies Procedure:

Effective January 1,2025, the California Legislature enacted Assembly Bill2257 (Exhaustion of
Administrative Remedies Procedure) ("AB 2577"), which assists the District by providing an

opportunity to address written objections before making a final decision to increase the water
ràtes. ABi257 added Sections 53759.1 and 53759.2to the California Government Code and

establishes a formalwritten objection procedure requiring ratepayers to timely submit a written

objection alleging that the proposed water rates do not comply with Proposition 218 or be barred

from filing a lãwsuit alleging noncompliance of the proposed water rates with Proposition 218.

As set forth in the notice of the public hearing, the Board of Directors set December 1, 2025, as

the deadline for submitting written objections, which date is at least 45 days after the notice was
mailed as required by AB 2257. The notice included the substantive and procedural

requirements for submitting written objections to the proposed water rates in accordance with

the requirements of AB 2257.

The General Manager received 36 timely submitted written objections pursuant to AB 2577.

Copies of the written objections are on file in the office of the Secretary to the Board. Pursuant to

A82257, the Board of Directors must respond in writing to timely submitted written objections for
the exhaustion of administrative remedies procedure to apply. Many of the written objections

submitted to the District were not objections to any legal issue that would require a response.

lnstead, many of the written objections were protests and have been counted as such. These

stated policy ór economic reasons why the rates should not be adopted. A summary of the timely

submitied written objections and the District's written responses to each timely submitted written

objection are set forth in Exhibit A of Resolution No. 2025-17)(X. Because so many objections

wére repeated, the objections have been summarized in Exhibit A. ln accordance with AB 2257,

the writien responses in Exhibit A include the grounds for which a challenge is not resulting in

changes to the proposed water rates and explain the substantive basis for retaining the proposed

wateirates in response to each objection. ln considering the responses during this public hearing,

the Board of Directors must determine the following: (1) whether the objections and the

responses warrant clarifications to the proposed water rates; (2) whether to reduce the proposed

waier rates; (3) whether to review further before making a determination on whether clarification

or reduction is needed; and (4) whether to proceed with the public hearing. Staff's recommended

determinations for the Board of Directors are set forth in Resolution No. 2025-17XX.

The schedule the District has followed in this rate ado on is as follows:

Date Rate Adiustment lmplementation Schedule

F&A Committee Meeti Review Financial NeedsAuqust 14,2025
Board Meeti Receives Rate PresentationSeptember 10,2025
Board Meeti Rate lnitiate P 218 ProcessSeptember 24,2025
Last to Mail 218 Notice to be mailed eaaOctober 17,2025
Conducted Town Hall Meeting - Provided information to the public and

answered questions
November 13,2025

Last date to submit written objections to exhaust administrative remedies by

5:00 at the District Office
December 1,2025

Board Meeting: Public Hearing, last day to submit rate protest, Board considers
rates

December 10,2025

Rates Become EffectiveFebruary 1,2026
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USE OF WATER REVENUES

The District's water system is operated as a separate enterprise from all other services it provides

to the community. fñis means that there is no "general fund" or other revenue source that helps

to pay for wateiservice in the District. The Rate Study shows that revenues derived from the

watei rate increase do not exceed the funds required to provide water service because the rates

are calculated to:

. Provide sufficient funds for on-going operation and maintenance for the District Water

System.

. Rehabilitate, replace and upgrade facilities needed to provide services for the District

Water System. The water rates will not fund capital projects like the Dana Reserve.

o Establish reserves to reduce risk and prudently manage the District's delivery of water
services.

Water revenues collected from customers are deposited into designated accounts and cannot be

used for any purpose other than that for which the charge is imposed as outlined above. For

further information on the use of water revenues, please see the attached September 2025Waler
Rate Study. Some commenters have cited the recent approval of the Dana Reserve Project and

its annexaiion into the District as either 1) a driver of increased District costs, or 2) a reason that

water rates should not increase at the rates proposed. Both contentions are incorrect. As the

Board is aware, the District's projections of rate revenue from the Dana Reserve project are based

on full buildout of the Project, which has been delayed by litigation and other causes, so significant

revenue impacts are not expected during the three years of proposed rate adjustments. Further,

as the District has repeatedly stated, the Dana Reserve Project is required to pay all the costs of
providing water service to the Project, and the District's ratepayers will not bear any of those

capital or service costs.

STRATEGIC PLAN

The District is committed to operating all enterprise funds to be balanced and financially sound.

Specific to reaching this outcome, the District focuses on maintaining reserves that cover

unforeseen emergeñcies, anticipate cash flow variations, and sustain its debt service coverage

ratios as required-. ln order to accomplish this, the rates and charges must reflect the cost of
providing services, including the cost of replacing and/or rehabilitating aging facilities, daily

operations and maintenance, and financial obligations of the District.

Goal 4. FINANCE. Maintain conservative, long-term financial management to minimize

rate impacts on customers while meeting program financial needs.

FISCAL IMPACT

Historically, the District conducts rate studies every 5 years to look forward and determine if water

rates and charges will meet the cost of service. The September 2025 Water Rate Study

demonstrates the need to adjust rates to maintain a fiscally sound water enterprise. lf there is no

majority protest vote, then the proposed rates will become effective starting February 1,2026 and

then January 1 ofthe subsequent 2 years (2027 through 2028).

Without increased rates as proposed, revenues will not meet expenditure demands, reserve

levels will not meet District policy levels, and debt coverage requirements will fall below defined

bond covenant levels.
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RECOMII'IENDATION

Staff recommends as follows

1. Conduct Public Hearing, receive public comment, and consider the District's responses to
timely-submitted written objections, and written protests received.

2. Close Public Hearing.

3. Establish the number of valid written protests that have been timely submitted to the
District per Prop 218 Article Xlll D of the California Constitution.

4. lf a majority protest does not exist, adopt Resolution 2025-)üXX approving the proposed

water rates to be effective February 1,2026, January 1, 2027 , and January 1,2028; or

5. lf there is a Majority Protest, provide direct staff to develop alternatives.

ATTACH MENTS

A. Report on Water Rate Study, September 2025

B. Resolution 2025-XXXX, Setting Monthly Water Rates and Charges and Annexation Water
Rates and Charges

C. Proposition 218 Notice to Owners of Record and Customers of Record
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Tuckfield & Associates
2549 Eastbh{f Drive, Suite 4508, Newport Beach, CA 92660
Phone (949) 760-9454 Fat (949) 760-2725
Email c tuc$ield@lucfrfieldassociates. com

September 24,2025

Mr. Roymond Dienzo

Generol Monoger
Nipomo Community Services District

148 South Wilson Street
Nipomo, CA 93444

Deor Mr. Dienzo:

Tuckfield & Associotes is pleosed to provide this Woter Rote Study (Study) report to the Nipomo

Community Services District (District). The woter rotes presented in this report hove been developed

bosed on cost of service principles ond industry methods thot result in foir ond equitoble rotes in

complionce with Proposition 218 for the users of the woter system.

This study included review ond onolysis of the wqter enterprise revenue ond revenue requirements,

number of customers, volumes, ond current rote structure. The Study develops o five-yeor finqnciol

plon thot determines the revenue needs onnuolly for the Study period ond designs woter rotes bosed

on cost of service onolyses. The woter rotes follow industry trode guidelines of the Americon Woter

Works Associotion os well os stote legislotion.

The report documents the opprooch, methodology, ond findings for the finqnciol plon ond rotes for the

District's woter enterprise. Tqbles ond figures throughout the report ore provided to demonstrote the

colculotions ond to support the defense of the woter rotes.

It hos been o pleosure to work with D¡str¡ct stoff during the performonce of this study. lf there ore ony

questions, pleose contoct me qt (949) 760-9454.

Very Truly Yours,

TUCKFIELD & ASSOCIATES

c. cloyton Tuckfield
Principol Consultont
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Executive Summory
The Nipomo Community Services District (Distríct) engoged Tuckfield & Associotes in Morch 2025 to conduct o

Woter Rote Study (Study) for its woter enterprise. The purpose of this Study is to evoluote the sufficiency of woter

revenues being received to meet the operoting expenses, copitol improvement spending, ond reserve policy on on

onnuol bosis ond design new woter rotes for implementotion to meet future finonciol needs.

This Study includes development of o finonciol plon of revenues ond revenue requirements of the District's woter

system ond supplementol woter system (together the "System"), determining the costs of providing woter service to

its customers, ond designing proposed woter rotes ond chorges.

Finqnciol Plon
The revenue ond revenue requirements of the system were identified ond projected to creqte o forword-looking

finonciol plon for the woter enterprise. Annuol costs of the System include operotion ond mointenonce (O&M)

expenses, supplementol woter purchoses, debt service, ond onnuol copitol improvement spending.

The District'sFy 2025-26 budget expenses ore included in the finonciol plon ond future expenses were projected

through opplicotion of inflotion foctors to the budgeted expenses to complete o five-yeor plon. Supplementol

woter system expenses ore included ond ore toke-or-poy expenses, dependent upon the City of Sonto Morio Tier

1 woter rote. Debt service poyments of the 2024 Cerlificotes of Porticipotion (cOPs) ore olso included in the

finonciol plon, however, ore offset by property tox revenue received by the District.

The District hos prepored o Copitol lmprovement Progrom (ClP) for FY 2025-26 through FY 2O29-3o. Costs reloted

to woter system replocement ¡n this five-yeor period totol obout $8.9 million. Costs for the replocement projects

ore met through o combinotion of reserves, revenue from rotes, ond o proposed $6.3 million debt issue in FY 2o26-

27. Certoin other copitol improvements hove been identified os copocity reloted ond these projects ore funded by

reserves ond copocity fee revenue from the Woter Copocity Fund (7OO) ond Supplementol Woter Copocity Fund (Fund

500).

The finonciol plon combines oll of the District woter reloted funds to evoluote the sufficiency of revenue beíng

generoted by the current woter rotes to meet the projected revenue requirements (costs) of the System- The

onolyses indicoted thot the current revenue being received is not sufficient to meet the System's costs ond thot

13.g percent onnuol revenue increoses ore necessory for the next three yeors. The increoses ore necessory to meet

the projected O&M expenses, projected toke-or-poy Supplementol Woter expenses, copitol improvement spending

needs, while olso meeting Torget reserve levels ond debt service coveroge requirements for the System. The onnuol

revenue lncreoses of i-3.8 percent begin Februory t,2026 ond continue for Jonuory L,2027 ond Jonuory L' 2028-

The finonciol plon is presented in Toble L3.

Current Wqter Rotes
The current woter rotes for the District's customers cons¡st of fixed ond vorioble chorges. Current fixed chorges

consist of monthly chorges by meter size ond ore opplicoble to oll customers. Vorioble chorges include o uniform

1Tuckfield & Associates
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volume chorge where oll woter consumed by the District's customers ore chorged ot the some rote. The current woter

rotes ore summorized in Toble 3 ond below in Toble ES-1.

Proposed Woter Rqte Structure ond Rqtes

The proposed woter rote structure is the some structure os is currently used by the Distr¡ct. However, vorioble rotes

now consist of seporote rotes for current D¡strict customers ond new onnexotion customers.

The fixed chorges consist of monthly fixed chorges bosed on the meter size instolled ot the customer's premises.

Detoils of the design of the fixed chorges con be found in the section of this woter Rote Study Report (Report) titled

proposed Fixed Chorges on poge 25. The proposed fixed chorges generote obout 26 percent of the revenue received

from woter rotes initiolly, then increoses to 35 percent in FY 2027-28.

The proposed vorioble rotes include o uniform volume rote chorged seporotely to District customers ond to

onnexotion customers ot different prices. woter supplied to onnexotion customers is entirely from supplementol

woter whereos District customers ore supplied by o blend of supplementol woter ond less expensive groundwoter.

The result is o lower vorioble rote for District customers. Detoils regording the colculotion of the vorioble rotes

moy be found beginning on poge 27 . Toble ES-1 presents the proposed rote structure ond fixed ond vorioble chorges

for the System.

Toble ES-1

Proposed Monthly Fixed ond Vorioble Chorges

Meter Size Fixed Charge ($ per month)

$81.17

$111.02

$155.01

$340.35

$468.35

$904.67

$1,403.32

$2.08 $2.89

$5.54 $7.71

$11.76 $16.39

$34.60 $48.20

$73.70 $102.67

$132.52 $184.61

Variable Charse ($ per HCF)

$3.62

$9.66

$20.53

$60.37

$128.59

$231.22

5/8 thru I inch

'l-112 inch

2 inch

3 inch

4 inch

6 inch

8 inch

Fireline Size

v7.23 $65.70

$64.48 $89.73

$89.95 6125j7

$197.40 s274.70

$271.48 8377.82

$523.83 $729.15

$812.23 $1,130.67

Fixed Charqe ($ per month)

$41.56

$57.19

$79.,15

$167.87

5232,%

$459.73

s718.92

2 inch

3 inch

4 inch

6 inch

I inch

10 inch

$2.30

$6,6e

$14.26

$41.,13

$88.28

$158.77

District Rate ($/HCF)

Annex Rate ($/HCF)

$8.45 $9.09

$10.46

$10.07

$1 1.54

$10.94

812.41

2

February 1, January 1, January 1,

2026 2027 2028

Current

Rate

Tuckfield & Associates
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Single-fomily Residentiql Bill lmpocts
Toble ES-2 presents the impocts to D¡strict single-fomily residentiol bills from the proposed woter rotes using the

Februory t,2026 rotes. The toble shows thot the woter bill of on overoge single-fomily residentiol customer with o

1-inch or smoller woter meter using 12 hundred cubic feet (HCF) monthly will increose from $142.96 to $156.31, on

increose of $13.35, or 9.3 percent. The increose of 9.3 percent is different from the overoll increose of 13.8 percent

stoted in the woter finonciol plon becouse of the differences in the level of woter consumed ond the costs recovered

in different sizes of the woter meter.

Toble ES-2

Comporison of Current District Single-fomily Residentiol Monthly Bill with o l--inch or Smoller Meter Size

with Proposed Monthly Bill Using Februory 2026 Rotes

Very Low

Low

Median

Average

High

Very High

$41.56

$41.56

$41.56

$4r.56

$4r.56

$41.56

$41.56

$0.00

ç42.25

$67.60

$92.95

$101.40

$253.50

v22.50

$41.56

$83.81

$109.16

$134.51

$142.96

$295.06

$4er.06

v7.23
847.23

v7.23
*47.23

$47.23

v7.23
$47.23

$0.00

$45.45

$72.72

$99.99

$109.08

$272.70

$454.50

v7.23
$92.68

$r 19.95

$147.22

$156.31

$319.93

$501.73

$5.67

$8.87

$'10.79

$12.7'l

$'13.35

$24.87

$37.67

'13.6%

10.6%

9.9%

9.40/o

9.3Vo

8.4o/o

8.1o/o

0

5

I
11

12

30

50

Wqter Rote Survey
Chort ES-1 compores the District's single-fomily residentiol woter bill with the woter bills of other communitíes. The

chort indicotes thot o Distríct single-fomily residentiol customer with o 1-inch or smoller meter size with o monthly

consumption of t2 hundred cubic feet (HCF) will experience o bill thot is in the upper ronge of the communities listed.

3

Service
Charge

Volume
Charge

Current
Bi¡l

January 1,

2026 Bill
Dollar

Dílferance
Percent
Change

Proposed February 1, 202ô Rates

Use (HCF)

Current
Volume

Descri
Service
Cha

Tuckfield & Associates
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Chort ES-1
Survey of Single-fomily Residentiol Monthly Woter Bills Using t2 HCF

For Rotes in Effect )ulY 2025

Note: Above toble uses o 3/*-inch meter ond woter rotes in effect July 2025. District

Februory 2026bill is bosed on the rote structure ond rotes in Tobles ES-1.

4

s4o $¡o sso Sloo s12o s14o Sroo 9180

Avila Beach CSD

Los Osos CSD

San Luis Obispo

NCSD Feb 1, 2026 B¡ll

NCSD Current Bill

Santa Mar¡a

Hêritãge Ranch

5an Miguel CSD

Pisnro Be¿ch

Arroyo Grarrcle

Golden State WC

Paso Robles

Grover Beach

lenlpleton CSD

SzoSo
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lntroduction
The Nípomo Community Services District (District) engoged Tuckfield & Associotes in Morch 2025to conduct o Woter

Rote Study (study) for its woter enterprise. This Study includes development of o finonciol plon thot includes revenues

ond revenue requirements of the woter enterprise System, vorious onolyses to determine the cost of providing woter

service, ond new woter rotes ond chorges for implementotion.

Bockground
The Nipomo Community Services District wos formed in 1965 ond covers on orecr of opproximotely 3,917 ocres. The

District is locoted in the centrol coostol region of the stote of Colifornio in Son Luis Obispo County, north of Los Angeles

by opproximotely 175 miles. The Distr¡ct serves o populotion of 13,771 (from 2020 Decenniol Census) ond provides

woter service within the District,s service oreo. Woter service is occounted for in severol enterprise funds of the District

ond relies upon user chorges to meet oll O&M expenses ond copitol improvement needs-

currently, the District obtoins its woter supply from four octive wells ond from supplementol woter supply from the

City of Sonto Morio. The four wells hove o copocity of 2,10o gollons per minute (Spm) ond extroct woter prímorily

from the Nipomo Meso Monogement Areo (trtMMA) of the Sonto Morio Groundwoter Bosin (Bosin).

The District hos on ogreement wíth the City of Sonto Morio to receive woter thot is supplementol to the District's

groundwoter supply (Supplementol Woter). The ogreement stotes thot the District must toke-or-poy 2,500 ocre-feet

per yeor (AFy) of Supplementol Woter beginning in FY 2025-26 ond beyond. The Distr¡ct's shqre of the Supplementol

Woter is 66.67 percent, or !,667 AFY, of the onnuol volume ond ossocioted costs-

ln oddition to woter supply focilities, the woter system includes five obove ground storoge reservoirs (tonks) ond

opproximotely 85 miles of distribution moins. The tonks hove o storoge copocity of 4 million gollons while the

distributíon system consists of piping ronging in size from 6 inches to 24 inches, volves, fire hydronts, ond over 4,000

service connections.

Purpose
The purpose of this Study is to (1) review the current ond future finonciol stotus of the District's woter enterprise

including supplementol woter expenses, (2) determine new revenue increoses required to meet current ond future

revenue requirements, (3) provide for odequote reserves ond debt service coveroge, ond (a) design woter rotes thot

generote the required revenue while being foir ond equitoble for its customers ond meeting the requirements of

Proposition 218.

Scope of the Study
This Study includes the findings ond recommendotions of onolyzing the woter enterprise finonciol stotus ond reloted

Clp of the system. Historicol trends were onolyzed from doto supplied by the D¡strict showing the number of

customers, woter consumption volumes, revenue, ond revenue requirements.

Revenue requirements of the System include operotion ond mointenonce expenses, supplementol woter purchoses'

copitol improvements ond routine copitol outloys, debt service, ond odditions to reserves. Chonging conditions such

5Tuckfield & Associates
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os odd¡t¡onol focilities, system growth, employee odditíons, ond non-recurring mointenonce expenditures ore

recognized. lnflotion for ongoing expenditures is included to reflect cost escolot¡on.

The finonciol plon ond rotes developed herein ore bosed on funding of the copitol improvement plon os stoted os

well os estimotes of operotion ond mointenonce expenses developed from informotion provided by the D¡strict.

Deviotion from the finonciol plons, construction cost estimotes ond funding requirements, mojor operotionol chonges,

or other finonciol policy chonges thot were not foreseen, ffioy result in the need for lower or higher revenue thon
ontic¡poted. lt is suggested thot the District conduct on updote to the rote study ot leost every three to five yeors for
prudent rote plonning.

Assumpt¡ons
Severol ossumptions were used to conduct the Study for the period FY 2025-26 to FY 2029-30. The ossumptions

included growth rotes in customer occounts, interest eornings on fund reserves, ond expense inflotion foctors. The

ossumptions for finonciol plonning ore provided in Toble 1.

Toble 1

Assumptions ond Plonning Foctors

Annual Account & Demand growth fll
SinglaËmily Residential
AllOther

lnterest earnings on fund resentes (annual)

Cost Escalation
Purchased Water
Personnel Seruices [2]
Benefts
Electrical Power
All Other Operations & Maintenance
Chemicals
Capital

0.5%
0.0o/o

4.0%

5.0o/o

5.0%
8.Oolo

10.0o/o

3.0o/o

5.0%
3.5o/o

[1] Annuolized growth in woter occounts is bosed on historicol informotion
provided by stoff.

[2] Personnel Services growth in promotions ond inflotion is 5.O%onnuolly.

Wqter Funds ond Reserve Policy
The District hos o written woter system reserve policy provided in Resolution No. 2018-1489 (Reserve Policy). The

Reserve Policy provides o bosis to deol with unonticipoted loss in revenues, chonges in the costs of providing services,

spending on fixed osset repoir ond replocement, noturol disoster recovery, ond other issues. lt olso provides guidelines

6

Description Value
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to mointoin the finonciol heolth ond stob¡l¡ty of the enterprise funds. The District's woter system funds, reserve types'

ond the omount of the reserves ore discussed below-

woter Fund #125 operot¡ng Reserve - The purpose of this reserve is to ensure sufficient cosh resources ore ovoiloble

to fund doily odministrotion, operotíons, ond mointenonce of providing woter service. The torget bolonce to be

mointoined, including woter Fund #12g Rote stobilizotion Reserves, is equol to or greoter thon 12 months (aeo doys)

of onnuol budgeted operotion ond mointenonce expense, not including funded replocement.

Woter Fund #12g Rote Stobilizotion Reserve - The rote stobilizotion reserve is intended to serve os o buffer to woter

rotes during ony period where there ore unexpected increoses in operoting costs or decreoses in revenue. This reserve

is olso intended to obsorb revenue losses due to severe drought or heovy roinfoll. The reserve moy be drown into

Fund 125 to stobilize woter rotes ond moy provide level increqses to woter rotes. The minimum torget reserve is

estoblished ot $40O,000.

Supplementol woter Fund #5oo - Revenue generoted from supplementol woter copocity Chorges ore occumuloted

into this fund ond their use is restricted to projects, progroms, ond expenditures thot reduce the District's relionce on

groundwoter. No minimum torget reserve level hos been estoblished.

woter copocity chqrges Fund #zoo - Revenue generoted form woter copocity Chorges ore occumuloted into this

fund ond is used to offset development relqted copitol improvement qs outlined by the District's Copitol lmprovement

plon. No minimum torget reserve level hos been estoblished.

woter Replocement Fund #go5 Reserve - The woter Replocement Reserve is used to fund current ond future

replocement of copitol ossets os they reoch the end of their useful lives. This fund olso helps to normolize the impoct

of copitol osset replocements on future woter rotes. No minimum torget is estoblished by District Policy, however, o

gool of reserving on omount equol to depreciotion expense is included in this Study.

Beginning Bolonces qnd Reserve Torgets
The District,s gool is to mointoin operoting ond copitol reserves os discussed qbove. As of June 30,2025, the District's

beginning woter system reserve bolonces ore listed in Toble 2 below. The reserve bolonces ore used in the

development of the finonciol plons for the System with the ¡ntent to meet the Torget Reserves estoblished in

Resolution 2oL8-L489 during or by the end of o 1o-yeor plonning period.

Toble 2

Reserve Bolonces ond Torgets As of June 30,2025

7

$4,200,000
$476,000

$3,000,000
$2,000,000
$3,500,000

$5,651,000
$400,000

nla
nla

$1,320,000

Fund 125 Water Operating Resenæ

rund izg Rate Stabilization

Fund 500 SWP CaPitalProject
Fund 700 Water CaPacitY Fund

Fund 805 Water RePlacement Fund

sr3,176,000 $7,371,000Total

ResBrve
Balance

Reserve
TargetReserve Type

Tuckfield & Associates
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Finqnciol Plonning
Finonciol plonning for the System includes identifying ond projecting revenues ond revenue requirements for o five-

yeor plonning period. Estimotes of revenue from vorious sources ore compored with the projected revenue

requirements of the System. This comporison ollows the review of the odequocy of revenue from current rotes to

meet onnuol System obligotions ond provide the bosis for ony rote odjustments. New woter rotes ond chorges ore

creoted to recover the District's onnuol operoting expenses, copitol spending, ond reserve policy ossocioted with the

System.

Current Woter Rotes
The current woter rotes consist of fixed ond vorioble chorges to residentiol ond non-residentiol customers of the

System. All customers ore chorged monthly fixed chorges by meter size with the 5/8-ínch,3l4-inch, ond l-inch

meters exhibiting the some chorge. Privote fire protection service is chorged by fire line size to those customers

receiving the privote fire protection benefit.

Vorioble rotes include o uníform volume chorge where oll customers ore chorged ot the some rote for woter

consumption. The uniform volume chorge includes both groundwoter ond Supplementol Wqter. Current monthly

fixed ond vorioble chorges of the District ore provided in Toble 3.

Toble 3

Current Monthly Fixed ond Vorioble Chorges

5/8, 3/4, 1-inch

1-112inch
2 inch
3 inch
4 inch
6 inch
I inch

$33.86
$47.03
$65.60

$138.20
$192.58
$383.17
$601.00

$0.37
$1.08
$2.30
$6.69

$14.26
$41.43
$88.28

All Customers

($/rcr¡

$8.45

Woter User Clqssificstions
Number of Customers
The D¡strict currently clossifies customers os Single-fomily Resident¡ol (SFR), Multifomily Residentiol (MFR),

Commerciol, lrrigotion, Agriculture, ond Construction Hydront. SFR customers occount for obout 85 percent of the

I

Meter Size
Fireline
Charge

Fixed
Charge

Classification

Variable
Rate

Tuckfield & Associates
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totol customers served by the System in FY 2025-26. Growth in the District customer bose is projected only in SFR

occounts ot the rote of 0.50 percent onnuolly or obout 20 occounts odded eoch yeor, following the ossumptions in

Toble 1. Toble 4 provides the historicol ond projected number of customers by clossificotion.

Dqno Reserve Customer Additions
This Study ossumes thot the recently onnexed Dono Reserve residentiol ond commerciol development will begin to

connect to the System storting July 1, 2027. The type of customer ond the rote ot which the connections occur in

Toble 4 below ore from the Finol Dono Reserve Phosing Study Report doted Morch 5, 2024, olthough the dote when

customers first begin to connect hos been deloyed to FY 2027'28.

Toble 4
Historicol ond Projected Number of Woter Customers by Clossificotion

Total Fire Proûection Hydrants 796

3,854
469
117

108

1

I

3,873
471

117
't08

1

I

3,892
473
117

108

1

I

3,911

475
117

108

I
I

202

198
6

4,536 4,557 4,578 4,72',1 5,026 5,281

721

75

796 796 796 796 796

Disûict
Single-family Residential [1 ]
Multifamily Residential

Commercial
lnigation
Agricultuæ
Construction/Hydrant

Dana Reserye
Single-Þmily Residential

Multifamily Residential
Commercial

Total Number of Accounts

Fire Probction
Public Fire Protection Hydrants

Prirate Firc Protection Firelines

Number of Dwelling Units
Single-Ëmily Residential [1 ]
Multifam ily Residential

3,835
467

117

108

1

I

3,931

477

117

108

'l

I

367

248
24

83

36
3

721

75

721

75

721

75

721

75
721

75

3,835
u1

3,854
845

3,911

857

3,931

861

3,873 3,892
853849

FY 24-25 FY 25-26 FY 26-27 FY 27-28 FY 28-29 FY 29-30

Historica I Projected

Customer Class

[1] Residentiol occounts ore forecost to increose bosed on the ossumed growth rote of 0.5% onnuolly.

Number of Woter Meters
Neorly oll SFR ond MFR residentiol customers hove either 5/8-inch, 3/4-inch, or 1-inch meters instolled ot the service

locotion. Currently, SFR hos one l.S-inch ond two 2-inch meter sizes instolled. MFR hos two 1.5-inch, three 2-inch,

two 3-inch, ond four 4-inch meter sizes instolled. For new construction, the minimum size for ¡nstollotion of o SFR

9Tuckfield & Associates
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dwelling unit ¡s o l-inch meter size ond the projected growth in SFR customers is this meter size. Commerciol ond

lrrigotion customers hove o ronge of meters sizes from 5/8-inch to 4-inch. Toble 5 provides o summory of the number

of current ond projected meters by size.

Toble 5

Historicol ond Projected Number of Woter Meters By Size

Number of Meters fil
5/8 & 3/4 inch
1 inch
1-'l12inch
2 inch
3 inch
4 inch

3,1 7

1,275
41

32
6
5

3,177
1,296

41

32
6
5

3,'t77
't,317

41

32
6
5

3,177
1,460

41

32

6
5

3Jn
1,765

41

32

6
5

3,177
2,020

41

32

6
5

Total Meters 4,536 4,557 4,578 4,721 5,026 5,281

[1] Historicol woter meters lor FY 24-25 were provided through District billing records

Wqter Sqles Volumes
Toble 6 provides the historicql ond projected woter soles volume by customer clossificotion. Woter soles volumes

were projected by recognizing the growth in the number of occounts ond the FY 2024-25 use per customer- Dono

Reserve consumption is from estimotes provided by the Finol Dono Reserve Phosing Study Report.

Toble 6
Historicol ond Projected Woter Soles Volume (in HCF)

District
Single-fam ily Residential

Multifamily Residential

Commercial
lnigation
Agriculture

Construction/Hydrant

flana Reærve
Single-family Residential

Multifiamily Residential

Commercial

Total Water Sales Volume

u1,877
53,561

49,945
99,548

5,417
2,600

u4,562
53,816

49,345
99,548

5,417
2,600

v7,246
54,070

49,345
99,548
5,417
2,600

549,931

54,325
49,345
99,548

5,417
2,600

11,718
2,309
1,176

552,616
54,580

49,345
99,548
5,417
2,600

28,488
12,589
2,352

555,442

54,835

49,345
99,548
5,417
2,600

51,793
15,769

1 0,1 93

FY 24-25 FY 25-26 FY 26-27 FY 27-28 FY 28-29 FY 29-30

ProiectedHistorical

Description

FY 24-25 FY 25-26 FY 26-27 FY 27-28 FY 28-29 FY 29'30

ProjectedHistorical

Description

Tuckfield & Associates

752,U8 755,288 758,226 776,369 807,535 844,942
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Top Ten Woter Users
Toble 7 provides the list of the District's top ten woter consumers of the System for FY 2024-25. The Toble indicotes

thot lorgest user consumes obout 3.3 percent of the totol woter consumption for the some yeor.

Toble 7
FY 2024-25 Top Ten Woter Users

1

2

3

4

5

6

7

I
9

10

Lucia Mar School District

San Luis Bay Apts

SLO County Regional Park

Black Lake Management

Crown Pointe Owners Association

750 Grande Associates

Brassica Nursery

Fairways Blacklake

La Placita Plaza

Cider Village Associates

HCF

24,881

20,404

16,107

6,288

5,819

5,810

5,417

3,751

4,181

3,870

Woter Finonciol Plon
The finonciol plon provides the meons of onolyzing the revenue ond revenue requirements of the System. The onolysis

determines the obility to fund on-going operotion ond mointenonce expense, copitol infrostructure requirements,

debt service poyments, ond the impoct on reserves. The finonciol plon includes the projection of revenue, operotion

ond mointenonce expenses, Supplementol Woter expenses, copitol improvement needs of the System ond its

finoncing, debt service requirements, ond revenue odjustments needed to mointoin o sustoinoble woter enterprise.

Revenues
The District receives operoting ond copitol revenue from severol sources. Operoting revenue is received from rotes

ond chorges for woter service. Toble 8 presents the projected fixed ond vorioble chorge revenue from current woter

rotes of the System. The revenue is projected by opplying the current woter rotes to the projected number of occounts

ond consumption volume.

Rank Customer Name

FY 24-25

Consumption

Tuckfield & Associates 11
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Toble 8

Projected Rote-bosed Revenue Using Current Rotes

Fy 25-26 FY 26-27 FY 27-28 FY 28-29 FY 29-30

Projected

Description

Water Service Revenues
Fixed Charges t1l

Variable Charges t2l

Subtotal Rercnues From Cunent Rates

Prirate Fire Protection Rerenues

Total Revenues From Current Rabs $8,373,334 $8,773,081 $8,997,708 $9,413,168 $9,856,431

$2,205,926
6,136,716

$2,325,957
6,407,010

s2,397,n4
6,560,320

$2,549,384
6,823,670

$2,676,557
7,139,760

s8,u2,642

30,692

$8,732,967

40,114

$8,957,594

40,114

$9,373,054

40,114

$9,816,317

40,1'14

lL) Fy 2E-26 ond forecost revenue colculoted by multiplying current woter service rote by the number of projected

meters.
l2l Fy 25-26 ond forecost revenue colculoted by multiplying projected woter soles by the current vorioble rotes.

Additionolly, miscelloneous revenue is received thot includes penolt¡es/lote fees, meter connection fees, wqter turn

on fees, plon check ond inspection fees, ond miscelloneous other sources. Copitol revenue from copocity chorges is

received directly into the oppropriote copitol funds. Toble 9 provides the projected miscelloneous revenue for the

Study period. lnterest income is included in the finonciol plon ond is not shown in Toble 9.

Toble 9

Projected Miscelloneous Revenue

FY 25-26 FY 26-27 FY 27-28 FY 28-29 FY 29-30

ProjectedBudget

Description

Miscellaneous Revenue
Fees and Penalties
Meter and Connection Fees

Plan Check and lnsPection Fees

Miscellaneous lncome

Total Miscellaneous Rewnues

$129,000
20,000

1,000
55,000

$120,000
20,000

1,000
55,000

$120,000
20,000

1,000
55,000

$r20,000
20,000

1,000
55,000

$120,000
20,000

1,000
55,000

$205,000 $196,000 $196,000 $196,000 $1e6,000

Revenue Requirements
Revenue requirements of the System include operotion ond mointenonce expense, Supplementol Woter expenses,

copitol replocement, ond existing debt serv¡ce poyments. Eoch of these items ore discussed below.

Operotion ond Mointenonce Expense

Operotion ond mointenonce expenses (O&M) ore on on-going obligotion of the woter system ond such costs ore

normolly met from woter service revenue. o&M includes the cost to operote ond mointoin the woter supply'

reservoirs, ond distr¡bution system focilities. Costs olso include technicol services ond other generol ond

odministrotive expenses. Toble 10 provides o summory of the O&M expenses for the Study period.

Tuckfield & Associates 12
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Toble 10

Projected Operotion ond Mointenonce Expenses

FY 27-28 FY 28-29 FY 29-30
Projected

Desription

Budqet

FY 25-26 FY 26-27

Operation and Maintenance Expense

Pesonal Senices
Electricty - PumPing

Chemicals
Lab Tests and SamPling

Operating SuPPlies

Repairs and Maintenance

Engineedng
Meter Replacement Program

Water Consenation/Recycle Program

Fixed Asset Purchases
AllOther
Subtotal

General and Adminlstrative
Personal Sen¡ices

Computer ExPense
lnsurance - LiabilitY

Legal Senices
ProËssional Services

Operating Transër Out - Admin

Fixed Asset Purchases

All Other
Subtotal

Total Water SYstem O&il EltPense

56ô 21

523 ,272

$5,651,270 $5,894,266 $6,127,333 $6,397,341 $6'760'184

$1,507,935
315,000
78,500
62,000

273,000
182,000
70,000

49'1,460
47,000

0
0

$1,700,672
346,500

21,901
63,860

281,190
187,460
72,1ú

506,204
48,410
50,000

$1,806,366
381,1 50

22,996
65,776

289,626
193,084
74,263

521,390
49,862
51,500

$1,918,998
419,265

24,'.146

67,749
298,315
198,877
76,491

537,032
51,358
53,045

$849,107
197,718
272,670
101,624
't 91 ,'l 83

541,951
216,360

$2,039,046
535,628

29,446
69,781

307,2U
2M,U3
78,786

553,143
52,899
54,636

149,737119 1 793

351

$711,832
180,940
249,531
93,000

174,960
495,962
198,000
195,640

s754,792
186,368
257,017

95,790
180,209

510,841
203,940

$800,489
191,959
2U,728

98,664
185,615

526,166
21 0,058

$900,844
203,650
280,850
104,673
196,918

558,210
851

979
222,

975

o&M hos been projected recogniz¡ng the mojor expense cotegories of personnel services, electric power expense'

chemicols, olr other expenses, ond copitor outroy. personner costs cons¡st of solories ond benefits expense of those

personner directry invorved with providing woter service. o&M expenses increose in future yeors following the

inflotíon foctors provided in Toble 1'

Supplementql Woter Expense

This District purchoses Supprementor woter from the city of Sonto Morio ond must toke-or-poy 1,667 AFY beginning

in Fy 2o25-26. The expenses include purchosed woter, electricity, chemicols, overheod, ond other expenses'

purchosed woter expense increoses with the Sonto Morio Tier 1 woter rote ond the volume purchosed' Electricity

ond chemicols expenses increose with inflotion ond the volume purchosed. overheod is chorged ot 15 percent of the

totor of the erectr¡city, chemicors, ond other expenses. overoil, the supprementor woter o&M expense increoses

between 4 ond 5 percent onnuolly, generolly following the rote increoses in sonto Morio's Tier 1 woter rotes' Toble

11 provides o summory of the supplementol woter purchosed woter expenses for the study period'

Tuckfield & Associates
13
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Tqble 1L

Projected Supplementol Woter Expenses

ProjectedEstimated

FY 29-30FY 27-28 FY 28-29FY 25-26 FY 26-27Ðescription

Supplemental Water Purchases Expense

Subtotal Supplemetal Water O&M Expense

Supplemental Water Owrhead @ 15%

Supplemental Water Replacement

$4,571,964

2ù4,1'19

39,618

$149,439

$4,752,767

277,325

41,599

$149,439

$5,000,667

291,191

43,679

$r49,439

$5,265,853

305,751

45,863

$149,439

$5,540,224

321,039

48,156

$149,439

Copitol Replocement
The District plons for onnuol woter line replocements in its copitol plonning ond these replocements occur from time

to time during the fiscol yeor. An onnuol omount is tronsferred from the operoting fund (Fund 125) to the Woter

Replocement Fund (Fund 805) to oid in funding these replocements. An onnuol omount of $566,000 wos estoblished

from the Boord of Directors policy from o replocement study performed for the D¡strict ín 2Oo7 (zOOz neplocement

Study). The tronsfer omount inflotes onnuolly, ond the replocement tronsfer is obout $700,000 in FY 2025-26 though

the Distr¡ct hos chosen not to moke this tronsfer this yeor. The tronsfer increoses ot the rote of 3 percent onnuolly

during the Study period.

An onnuol omount for copitol replocement for the supplementol woter focilities hos olso been estobl¡shed. This

qmount chonges with copitol odditions to the Supplementol Woter Project ond is currently colculoted os the volue of

the focilities divided by o 1oo-yeor life multiplied by the District's copocity shore of 72.24percent. The current omount

is $149,400 onnuolly os shown in Toble 11.

Debt Service
The District hos one outstonding debt issue consisting of the 2024 Certificotes of Porticipotion (COPs) which refunded

the 2013 COps ond the 2013A Revenue Refunding Bond (Bonds) obligotions. The 2013 COPs portiolly finonced the

Supplementol Woter project while the 20134 Bonds refinonced o prior debt issue reloted to the woter system. The

2024 COPs hove onnuol debt service poyments of obout $899,000 ond will be retired in 2054-

New Debt is proposed in the omounts of 92.6 million in FY 2026-27 ond $3.7 million in FY 2027-28 to finonce Fund

go5 copitol improvements in those yeors. The new debt is estimoted to hove onnuol poyments of $224100 ond

$382,200 respectively, for o totol poyment of $606,30O, both with interest rotes of 5.5 percent ond o 20 yeor term'

debt service reserve funds, ond issuonce costs.

Wqter Copitol lmprovement Progrom
The District hos developed o CIP thot l¡sts copitol expenditures for Fund 805, Fund 500, ond Fund 700 for FY 2025-26

through Fy 2029-30. Over this period the District projects thot ¡t will spend opproximotely $21.9 million from oll

funds, with obout $g.9 million from Fund 805 (replocement fund). Fund 805 improvements include Eureko well,

Foothill Tonk Rehobilitotion, woter line replocements, blow-off ond oir-voc volve repoir/replocements, fire hydront

repoir/replocements, ond other replocements. Fund 805 improvements ore met from reserves ond woter rote

revenue. Copitol expenditures of Fund 5O0 ond Fund 700 ond ore met from copitol reserves ond copitol revenue.

Toble 12 presents the copitol improvements of the System ond include Fund 5o0 ond 700 for completeness of the clP.

Tuckfield & Associates 14
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Toble 12

Woter Copitol lmprovement Progrom

$250,000

Current Cap¡tal lmprovement Projects (ClP) tll
Fund 805 Replacement

Mallagh Street Waterline Replacement

Euæka Well
Chlorine Analyzer RePlacement
BlorirrOff Replacement
AirVac Replacement
Fire Hydrant Replacement
Valve Replacement
Well Reñ¡rbishment
Large Meter Replacement Program

Foothill Tank Rehab¡l¡tation

Tefr Street Nipomo Creek Utility Crossings

SCADA System lm Pro\,ements
Senice Line Replacement
Angle Stop Redacement

Fund 500 Supplementa¡ Water Capac¡ty Fund
Supplemental Water Project lnterconnects'carryowr
Pomeroy Water Line -carryov:r
Summit Station Boosler Pump Station

Fund 700 Water Capacity Fund
Third Connection to Blacklake Pressure Zone+arryo\er
New Foothill Water Storage Tank

Dana Resene Watet'Prcj€ct 1 'Oak Glen Watermain

Dana Resene Water Project 2 - HWY 101 Crossing

lotel Wate¡ GIP

1 00,000

20,000
20,000
50,000

1 00,000
100,000

50,000

100,000
25,000

100,000
1 00,000
r00,000

120,000
200,000

20,000
500,000
800,000
280,000

1 03,500
21,300
21,300
53,300

1 06,600
't06,600

53,300
r,552,500

258,800
103,500
1 06,600
106,600

3,105,000
3,560,400
1,252,400

$o
2,999,400

107,100
22,700
22,700
56,800

I 13,600

1 13,600
56,800

1 13,600
I 13,600

1,O71,200

$0

24,200
24,200
60,600

121,200
't2'1,200

60,600

1 1 0,900
121,200

121,200

$o

25,E00
25,800

64,600
129,200
129,200
64,600

129,200
129,200

$o

207,000 1,928,200

t3,035,000 ¡10,718,700 s5,719,300 $697,600

Budget

FY 25-26

Projected

FY 26-27 FY 27-28 FY 28-29 FY 29-30

[1] CIP Source i FY 25-26 District Copitol lmprovement Plon'

Wqter Finqncíol Plqn
A finonciol plon hos been prepored for the System thot includes oll woter funds. The combined finonciol plon is

presented in Toble 13. Using the finonciol plon, o revenue sufficiency onolys¡s wos performed to identify if ony

revenue odjustments to woter rotes ore needed.

The sufficiency onolysis incorporotes specific plonning criterio or gools to provide gu¡donce to mointoin the

finonciol heolth of the System on on on-going bosis. The criterio included the following.

Generote positive levels of income in eoch yeor of the Study period

Mointoin the operoting ond copitol reserves ot or greoter thon torget levels

Mointoin debt service coveroge rotios ot or greoter thon the minimum required

Meet onnuol copitol replocement spending from onnuol revenue ond copitol reserves

Proposed Revenue Adjustments
The revenue sufficiency onolysis indicoted thot the current level of revenue being received should be increosed to

meet future obligotions of the System during the Study period. The recommended revenue increoses include 13.8

percent increoses for the next three yeors beginning Februory 1-,2026 ond on Jonuory 7,2027 ond Jonuory 1,2028-
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Toble 13

Woter Finonciol Plqn

Proiected

FY 29-30FY ?7-28 FY 2A-29FY 25-26 FY 26-27Descri pt¡on

Proposed Revenue lncrease (February l)
Proposed Revenue lncrease (January l)

t3.8%
13.8% 13.8o/o 0.0% 0.0%

GROSS REVENUES

Charges fcr Serüces [1]
Total Additional Water Sales Rewnue [2]

Pledge of Property Tax Rerenue (Fund 600)

Water Capacity Charge Rer,enue (Fund 700)

WM and GS P&l Cap Reco\ery Payments (Fund 500)

WM and GS Replacement Charge (Fund 915)

Miscellaneous

lnterest lncome [3]

Total Gross Rê\enues

OPERATING EXPENSES

O&M and Capital Outlay

Redacement Transferto Fund 805

Supplemental Water Purchases

Supdemental Water O&M

Supplemental Water O\êrhead

Supplemental Water Replacement

Total Operat¡ng Expenses

CAPITAL IÍIIPROVEMENT PROJECT EXPENDITURES

Replacement TransËrllom Fund 805

Bond Proceeds from Refinance

Neì , Bond Proceeds

Fund 500 Supplemental Water Capac¡ty CIP

Fund 700 Water CapacitY CIP

Fund 805 Replacement CIP

Total Capital lmpro\èment Expenditures [4]

Total Nd Funds A\ailable for Debt Sen¡ce

DEBT SERVICE

2024 COPS Debt Senice

Bond Administrat¡on

New Bond Debt Senice [4]

Total Debt Sen¡ce Costs

Total Net Funds AwilableAier [Þbt Seniice

Debt Sen¡ce Colerage

BEGINNING FUND BALANCES fs!
ENOING FUND BALANCES

ResenÊ Target

504,1 50

$11,926,075 $17,099,852 $14,249,694 $15,909'722 $16'626'480

$8,373,334
385,'173

899,075

1,080,000

421,517

57,426

205,000

$8,773,081

1,7U,752

898,450

4,650,000

427,O17

57,426

196,0(X¡

31 3,1 26

$8,997,708

3,324,735

897,075

$9,413,168

4,45S,583

894,950

$9,856,43'l

4,669,583

896,950

474,717

5l,498

196,000

481,30'l

474,717

56,852

19€,000

302,607

414,717

51,498

198,000

41 9,806

$5,651,270

4,571,9M

264,119

39,618

$5,894,266
707,000

4,752,767

m,325
4'l,599

149.439

$6,1 27, s33

725,000

5,000,667

251,151

43,679

149,439

$6,397,341

743,000

5,265,853

305,751

45,863

't49,439

$6,760,'184

762,000

5,540,224

321,039

48,1 56

149,439149.439

$10,676,410 $11,822,396 $12,337,309 s12,507,247 $13'581'ø2

($743,000) ($6e7,600)$0
(500,000)

($7o7,ooo)

(3,000,000)

(2,5e3,900)

207,OOO

7,917,800

2,593,900

($725,000)

(e30,8s8)

(3,719,e00)

1,928,200

1,071,200
320,000

1,600,000

$1,115,000 71 9.900 765,3003, 697.600

$2,535,000

($1,285,335)

$899,075

4,000

$4,417,800

s859,656

$r,343,502

$568,883

$22,300

$2,980,175

$894,950

4,000

606,300

$3,045,438

$896,950

4,000

606,300

$0

$898,450

4,000

249, I 00

$897,075

4,000

606,300

$903,075

($2,188,410)

139o/o

$8,176,000

$5,655,628

$7,371,000

$1,r51,550

($2s1,894)

587o/o

$5,655,628

$5,1 98,693

s7,700,000

$1,507,375

($e38,4s2)

213o/o

$5,198,693

$5,627,247

$8,'160,000

$1,505,250

81,474,925

335%

$5,6n,247
$6,400,710

$8,754,000

$1,507,250

$1,538,188

34jo/o

$6,400,710

$7,273,261

$9,151,000

[1] Projected us¡ng the current rotes from Toble 3.

[2] Additionol revenue from proposed rote odjustments'

[3] lncludes interest on Funds L25, 728, 5OO, 7OO, ond 805. lnterest eornings colculoted on the

overoge fund bolonce ÕÌ.4.o%.

[a] Both debt issues ossume on interest of 5.5% ond o 20 yeor term. lncludes debt reserve fund ond issuonce costs

l'l Fy 25-26 beginning bolonces from D¡strict FY 25-26 Budget. lncludes Funds 125, 128, ond 805 only.
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A grophicol depiction of the revenue ond revenue requirements from Toble 13 ore presented in Figure 1, however,

hos been extended for o lo-yeor period. Revenue using the current rotes is shown os the block line while revenue

with revenue odjustments is shown os the red line. Woter system O&M expenses, supplementol woter costs, copitol

spending including replocement spending, ond debt service ore shown os columns in the figure.

Figure 1
Water Financial Plan

Comparison of Revenue with Revenue Requirements

$s

s2s

s20

s1s

ç
o

=E

s10

9o
FY 25-26

- 
Operat¡ng Exp

Pt 26-27 Ft 27-25 îl 2A-29 FY 29-30 FY 3G31 FY 31-32 FY 32-33 FY 33-34 FY 34-35

rsupplemental Water ìF*# Replãcement DebtSeruice

*q Net Capltal spendlng 
-Revenue 

w/o Increases 
-Revenue 

w¡th Increases

Figure 1 shows thot the revenue received from the current rotes (block line) is not sufficient to meet onnuol

expenses ond fund the CIP progrom ond would thereby decreose System reserves. The revenue increoses from

Toble 13 of 13.g percent onnuolly for three yeors, shown os the red line in Figure 1, will provide sufficient revenue

to meet the O&M expenses, Supplementol Woter expenses, copitol spending, ond increose reserves during the

Study period. For yeors ofter Fy 29-30, Figure 1 ossumes future odditionol revenue increoses of 3.5 percent

beginning in FY 2032-33.

Figure 2 provides the end of yeor level of reserves compored with the Torget reserves estoblished for the System

for the exponded 1g-yeor finonciol plon. The purple line represents the Torget reserve level for the operoting,

copitol, ond rote stobilizotion reserves, while the green column indicotes the onnuol cosh reserve level ot the end

of yeor. The figure shows thot the reserve bolonce (green column) declines in the eorly yeors of the Study but

returns to meet the Torget reserve (purple line) by the seventh yeor of the plon.
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Figure 2

Water Reserves vs. Target Reserves

I
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Cost of Service
Estobl¡shing rotes in Colifornio requires thot the ogency responsible for imposing property-reloted fees creote o

nexus, or connection, between the cost of providing service ond the rotes to be imposed. The connection is creoted

through employing industry methodology with opplicotion to the District's unique woter system chorocteristics.

Industry Methodology
This Study uses methodologies from the Americon Woter Works Associotion (AWWA) to determine costs of service

for the System. AWWA is on industry trode orgonizotion thot provides guidonce on operotions ond monogement of

woter utilities. Through their Monuol M1, generol guidelines ond principles ore provided to ossist ogencies with the

design of woter rotes such thot the rotes moy be consistent with locol requirements while olso recognizing stote lows

ond legol fromework. The guidelines ond principles in the AWWA Monuol M1 hove been used to conduct this Study

ond to design the District's woter rotes while olso following Proposition 218.

The onnuol costs of providing woter service from the finonciol plon ore ollocoted to cost components occording to

industry stondords provided in the AWWA Monuol M1 in on effort to provide o defensible cost ollocotion. The

methodology provides the bosis to design fixed ond vorioble rotes ond chorges to recover the costs under the

Tuckfield & Associates {8
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methodology such thot odequote revenue is generoted to meet the estimoted onnuol revenue requirements from the

finonciol plon.

Costs of Service to be Allocqted
The onnuol cost of service consists of O&M expenses ond copitol costs of the System. O&M expenses include costs

reloted to woter distribution, mointenonce of the focilities, ond generol ond odministrotive costs. Copitol costs

include onnuol copitol spending ond debt service discussed in the finonciol plon.

The System costs first need to be ollocoted to cost components bosed on the operoting chorocteristics ond design of

the System focilities. Cost ollocotions consider the overoge quontity of woter consumed os well os the peok rote ot

which woter is consumed. The system is designed to serve overoge ond peok demonds, ond costs thot ore reloted

to serving overoge ond peok demonds ore ollocqted in o monner such thot they moy be recovered oppropriotely.

For this study, the cost components include supplementol Woter, Groundwoter, Delivery, Peoking (copocity), Meters

ond Services, Customer, Direct Fire Protection, ond Conservotion. Supplementol Woter costs include the purchosed

woter cost ond O&M expenses from the City of Sonto Morio. Groundwoter costs include electricity ond chemicols

cost ossocioted with pumping groundwoter.

The Delivery component includes Distr¡ct costs reloted to focilities thot meet overoge-doy woter demond ond includes

certoin lobor, moteriols, ond supplies including some electric power ond chemicols expense. The Peoking component

includes District costs reloted to focilities thot meet peok demonds. The Meters ond Services component includes

District costs reloted to mointoining meters ond service lines. The Customer component included District costs reloted

to serving the customer ond include billing, collecting, ond meter reoding costs. The Fire Protection component

includes direct District costs to operote ond mointoin fire hydronts. The Conservotion component includes District

costs reloted to its woter conservotion progrom.

operoting ond copitol costs from eoch yeor of the finonciol plon ore ossigned to eoch of these porometers resulting

in totol onnuol costs of service by cost component. A summory of the totol cost to be recovered from the users of the

woter system by cost component for Fy 2}2s-z6through FY 2027-28ore presented in Toble 14. A detoiled ollocotion

for Fy 2ci25-26 is provided in Appendix A Toble A-1. The costs of service for eoch future yeor of the finonciol plon

ore ollocoted in the some monner os shown in Toble 14.

Toble 14
Summory of Allocoted Costs of Service

Total
Revenue

Requiremenl

Direct
Fire

Protection Conærvation
Suppl

Yea r

Customer

Peaking Meters/Serv CustomerWater Groundwater Delive

FY 2ï26
FY 26-27

FY 27-28

$9,528,854
1 I,361,526

$'13,260,463

$5,025,140
5,221,130

$5,484,976

$299,000
2U,451

$289,801

$1,753,189
2,450,O23

$3,121,217

$1,4f 0,751

1,57',1,476

$2,51 1,571

$603,207
842,961

$1,073,894

$3ô4,822
509,826

$64e,495

$30,(X8
4 1,990

$53,494

s42,697
59,668

$76,014
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Rote Design
The cost of service ollocotions described in the previous section provides the bosis for woter rote design. The gool of
the design of rotes is to ochieve equity ond foirness ond ensure thot eoch customer closs reosonobly poys its foir
shore of costs. Rotes should be simple to odminister, eosy to understond, ond comply with regulotory requirements.

Proposed Fixed Chorges
The proposed fixed chorges ore designed to recover certoin costs ídentified in Toble 14. The fixed chorges include
Customer, Meters ond Services, ond o portion of Peoking ond Delivery costs of service. Peoking costs included in the
fixed chorges ore 75 percent of the peoking costs identified in Toble 14 ond ore recovered bosed on equivolent meter
copocity defined by AWWA. Meters ond Services costs ore recovered bosed on equivolent meter qnd services defined
by AWWA. Both of these copocity rotios ore provided by AWWA in their Monuol M1. Customer costs include Customer
costs, 3O percent of Delivery costs, ond public fire protection costs including o portion of copocity costs developed in
Appendix A-4. Customer costs ore recovered bosed on the number of bills issued.

Tobles 15 below presents the design of the proposed monthly fixed chorges for FY 2025-26 through FY 2027-28. The
current fixed chorges generote obout 25 percent of revenue from woter rotes; however, the proposed fíxed chorges
generote opproximotely 35 percent of revenue from woter rotes by FY 2027-28.

Toble 15
Design of Fixed Chorges

Customer Service Cost FY 25-26 FY 26-27 FY 27-28

Customer
307o of Delircry Costs
Public Fire Protection
Customer Cost
Number of Bills
Customer Cost per Unit

$364,822
525,957
329,341

$509,826
735,007
459,049

$arg,495
936,365
575,778

$1,220,143
684

$1,703,882
54,936

$2,161,639
56,652

Meters and Services Cost FY 25,26 FY 26-27 FY 27-28

Meters and Services
Number of Equiwlent Meters & Services
Meters and Senices Cost per Unit

$603,207
56,270

$842,961
56,522

$1,073,894
238

Peaking Cost FY 25-26 FY 26-27 FY 27-28

75o/o olPeaking Costs Less Pub Fire Protect
0% of Consenation Costs
Peaking Costs
Number of Equiwlent Meters
Peaking Cost per Unit

$808,487 $1,r30,855
0

$1,¿148,187

00

$808,487 $1,'130,855 $1,448,187
950 202 918

Monthly Base Fixed Charge -1" and snraller 7.23 70 17

9.77

Tuckfield & Associates
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Fixed chorges for meter sizes greoter thon 1-inch ore increosed os shown below in Toble 16 for FY 2025-26. The totol

fixed monthly chorges by meter size reflect increoses in the Meter ond Services ond Peoking chorges from opplicotion

of the oppropriote meter ond service ond copocity rotios to the bose fixed chorge for 1-inch ond smoller meter sizes.

Fixed chorges for futures yeors were colculoted in o similor monner.

Toble 16

Design of FY 2025-26 Fixed Chorges by Meter Size

Meter
Size

Meter &
Service
Ratio

Meters &
Services

Meter
Câ pa city

Ratio

Public Fire
Protection

Cha rge
Customer
Charge

Tota I

MonthlyDelivery
ChaCha eCha

Pea king
Cha

¡nches

5/8 thru f inch
1-112 inch

2 inch
3 inch
4 inch
6 inch
I inch

1.00
1.29
2.07
7.86

10.00
15.00
20.71

$10.72
$13.78
$22.21
$84.23

$107.20
$1 60.80

8222.06

1.00
2.00
3.20
6.40

r0.00
24.O0

40.00

$14.20
$28.39
$45.43
$e0.86

$f41.97
9340.72
$567.86

$6.02
$6.02
$6.02
$6.02
$6.02
$6.02
$6.02

$9.62
$9.62
$9.62
$9.62
$9.62
$9.62
$9.62

$6.67
$6.67
$6.67
$6.67
$6.67
$6.67
$6.67

s47.23
$64.48
$89.95

$197.40
8271.48
$523.83
$812.23

Privote Fire Protection Fixed Chorges
Annuol costs ollocoted to the Fire Protection cost component ore seporoted into Public ond Privote Fire Protection

costs. Fire protection costs were determined from Toble 14 ond ollocoted os shown in Appendix A-4 for FY 2025'26-

Allocotions for future yeors ore performed in o similor monner.

public fire protection costs ore included in the monthly service chorges os shown in Tobles 15 ond 16. Privote Fire

protection costs ore recovered from those customers thot receive the direct privote fire protection benefit. The

monthly cost by equivolent fireline size is provided in Toble 17.

Toble 17

Design of Privote Fire Protection Chorges

Private Fire Protection
Prirate Fire Protection Eq. Fireline

Pdvate Fire Protection

$33,452
967

$46,611
967

$58,371
967

$34.60 $48.20 $60.37

The monthly privote fire protection chorges from Toble 17 ore increosed with fireline size bosed on fireline rotios

provided by AWWA. The proposed privote fire protection fixed chorges ore shown in Toble 18.

Fire Protection Cost FY 25-26 FY 26-27 FY 27-28
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Toble 18

Proposed Monthly Privote Fire Protection Chorges

inches

2 inch
3 inch
4 inch
6 inch
I inch
10 inch

0.06
0.16
0.34
1.00
2.13
3.83

$2.08
$5.54

$11.76
$34.60
$73.70

$132.52

$2.89
$7.71

$16.39
$48.20

$102.67
$184.61

s3.62
$9.66

$20.53
$60.37

$128.59
ï231.22

Proposed Voriqble Rqtes

District Vorioble Rote Structure
The vorioble rote for District customers is designed to recover the District customers' shore of Supplementol Woter

costs, Groundwoter costs, ond costs common to both District ond Annexed customers. The Distr¡ct's shore of

supplementol Woter plus the groundwoter costs ore divided by the consumption to determine o blended woter rote

of the two woter supply sources. The common costs include 70 percent of Delivery costs, 25 percent of Peoking costs,

ond Conservotion costs divided by the woter consumption. The sum of the blended woter supply rote ond the

common costs rqte is the rote chorged to D¡strict customers ond is shown in Toble 19 for eoch projected yeor of the

finoncíol plon. The proposed vorioble rote in Toble 19 opplies only to Distr¡ct customers of the System.

Toble 19

Design of District Uniform Vorioble Chorges

District Customers
District Supplemental Cost
District Groundwater Cost

Total Water SupplY Cost
Units of Service (HCF)

Blended Water Rate ($/HCF)

Common to All Gusîomers
70Yo oÍ Deliwry Gosts
25o/o of Peaking Less Pub Fire Protection

100o/o of Consenation Costs
TotalVariable Cost
Units of Sen¡ice (HCF)

Common to All Volume Charge ($/HCF)

$5,025,140
000
't40

$7.05

\2n,233
269,496

$5,221,130
2U,451

$5,350,002
801

639,803
758,226 761 166

.4

1,715,016
376,952
59,668

2,1U,852
482,729

697 014

425 5 $2,743,595
288

Didrict Cu€tomer Rate ($íHCF) 0.94

Fireline
Size

Fireline
Ratio

February 1,

2026

January 1,

2027

January 1,

2028

FY 26-27 FY 27-28FY 25-26Dis{rict Volume Charge

Tuckfield & Associates

$2.04

758,226
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Annexed Voriqble Rqte Structure
The vorioble rote for Annexed customers is designed to use Supplementol Woter os the only source of woter supply.

ln oddition, costs common to both District ond Annexed customers ore odded into the Annexed vorioble rote ond

include 70 percent of Delivery costs, 25 percent of Peoking costs, ond Conservotion costs ond is shown in Toble 20.

The proposed vorioble rote is designed to opply only to Annexed customers of the District. The vorioble rote is shown

in Toble 20 Íor eoch projected yeor of the finonciol plon-

Toble 20

Design of Annexed Uniform Vorioble Chorges

FY 26-27 FY 27-28FY 25-26Annexed Volume Charge

$1,227,233 $1,715,016 52,184,852
269,496 376,952 482,729
42,697 59,668 76,0',14

755,288 758,226 776,369

$2.04 $2.84 $3.53

Annexed Rate {$/HCF} 0.46 1

[1] projected totol demond from Toble 6, increosed for 9 percent system losses, less minimum groundwoter

pumping of 4OO AFY (174,240 HCF), then reduced for 9 percent system losses.

Proposed Rqtes
Toble 21 presents the proposed fixed ond vorioble chorges for the System for the next five yeors. Toble 2l- includes

both the current chorges ond the proposed future chorges. The proposed fixed ond vorioble chorges will be effective

on the dotes shown beginning Februory L,2026 ond on Jonuory t,2027 ond Jonuory L,2027.

Annexed Customerc Only
Supplemental Water Cost
Supplemental Water Consumption (HCF) tlI
Supplemental Water Cost ($/HCF)

Common to All Customers
70o/o of Ddiwry Costs
25o/o oÍ Peaking Less Pub Fire Protection

100% of Consenation Costs
Total All Other Variable Cost
Units of Senice (HCF)

Common to AllVolume Charge ($/HCF)

$5,025,140 $5,221,130 $5,484,976
596,730 599,668 617,81'l
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Current

Rate

January 1,

2028

February l, January 1,

2A26 2027

Wãter Rate Study

Toble 21

Proposed Monthly Fixed ond Vorioble Chorges

F¡xed Charoe ($ oer month)

o ili i l-r¿: n ¡ ¡: l.*rrtntt.z rtiT.y !¡:v,.¡ i {i¡ :; il ! ç ïr i ¡:!

Meter Size

S/8thru 1 inch

1-112 inch

2 inch

3 inch

4 inch

6 inch

8 inch

Fireline Size

$41"56

$57.19

$79.45

$167.87

sß2.94

$459.73

$718.92

947.23

$il.48

$89.95

$197.40

$271.48

$523.83

$812.23

$65.70

$89.73

$125.17

$274.70

$377.82

$729.1 5

$1,130.67

$81.17

$11 1.02

$155.01

$340.35

$468.35

$904.67

$1,403.32

F¡xed Charqe ($ per month)

2 ¡nch

3 inch

4 inch

6 inch

I inch

10 inch

$2.30

$6.ô9

$14.26

$41.43

$88.28

$158.77

$2.08 $2.89

$5.54 $7.71

$11.76 $16.39

$34.60 $48.20

$73.70 $102.67

$132.52 $184.61

VariaHe Charqe ($ per HCF)

$3.62

$9.66

$20.53

$60.37

$128.59

$231.22

District Rate ($/HCF)

Annex Rate ($/HCF) nla

s8.45

$41.56

$83.81

$1 09.1 6

$r34.51

$142.96

$295.06

$4e4.06

$9.09

$10.46

$10.07

$'t1.54

$10.94

$12.41

Customer B¡ll lmpocts
A bill impoct onolysis wos performed to evoluote the chonge in the District's SFR customer bills thot would occur

from the implementotion of the proposed rotes for Februory !,2026. For o District single-fomily customer with o 1-

inch or smoller meter using 12 hundred cubic feet (HCF) monthly, the bill will increose from $142.96 to $156.31, qn

increose of $13.35 or 9.3 percent. The bill impocts ore provided in Toble 22 below for vorious woter use.

Toble 22

Comporison of Current District Single-fomily Residentiol Monthly Bill with o 1-inch or Smoller

Meter Size with Proposed Monthly Bill using Februory 2026 Rotes

Very Low

Low

Median

Arcrage

High

Very High

0

5

8

11

12

30

50

$41.56

$41.56

$41.56

$41.56

$41.56

$41.56

$41.56

$0.00

v2.25
$67.60

$92.95

$101.40

$253.50

v22.50

v7.23
v7.23
$47.23

947.23

s47.23

s47.23

$47.23

$0.00

$45.45

$72.72

$99.99

$109.08

$272.70

$454.50

$47.23

$92.68

$1 19.95

s147.22

$1 56.31

$319.93

$501.73

$5.67

$8.87

$10.79

$12.71

$13.35

s24.87

$37.67

13.60/o

10.6%

9.9%

9.4%

9.3%

8.4o/o

8.1%

January l,
202ô Eill

Percent
ChangeUse (HCF)

Current
Dôfãr

B¡II
Current Service VolumeVolume

Cha
Service
Cha

2028

Tuckfield & Associates 24



Water R¿te Study o Niporn* Conrrnu r:ity Serriices llistrict

A woter rote survey wos conducted for neighboring communities to the District for rote schedules in effect July 2O25.

Chort 1 includes woter bills for the Distr¡ct using the current rotes ond the proposed Februory L,2026 rotes from Toble

21. The chort indicotes thot o Distr¡ct single-fomily residentiol customer with o 1-inch or smoller meter ond o monthly

consumption oÍ L2 hundred cubic feet (HCF) will experience o bill thot is in the upper ronge of the communítíes listed.

Chort 1

Survey of Single-fomily Residentiol Monthly Woter Bills Using 12 HCF

For Rotes in Effect JulY 2A25

Note: Above toble uses o %-inch meter ond woter rotes in effect July 2O25. District Februory 2026 bill is

bosed on the rote sttucture ond rotes in Toble 21.

Woter Rote Survey

Pqss-Through Provision
Though the vorioble chorges designed in this Study reflect projected costs, this Study proposes o Poss-Through

Adjustment for the costs of purchosed Supplementol Woter. Under o Poss-Through Adjustment, the D¡strict moy

poss-through ony increose ín the cost of purchosed Supplementol Woter ot ony time thot such costs ore increosed to

the District during the five-yeor period from Februory 1,2026 to Jonuory 1, 2030'

The poss-through of costs ore ollowed under section 53756 of the Colifornio Government Code. For eoch chonge in

purchosed Supplementol Woter supply rotes ond costs to the District, the District moy colculote o revised vorioble

chorge ond poss this chonge through to the customer's bill. The District will provide 30-doy notice of ony poss-

through chorge.

Avrla Beach CSD

Los C)sos CSD

san luis Ob¡spo

NCSD Feb 1. 2026 û'll

NCSD Currenl Bill

Sênla M?rla

Herltage Rênch

5ân Miguel CSD

PisrÌro Beach

Arrovo Grancie

Golden StâÌe WC

Paso R0ble5

Grover Beach

lemplclon CSD

9o åao sloo 5120 $14o 5160 s18os2o s4o 960
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The dote of these rote chonges is Jonuory 1 of eoch fiscol yeor, ond this hos been included into the rotes proposed in

this Study. The only expected poss-through cost in the District's woter rotes is the chonge in Supplementol Woter

energy cost from whot is projected in this Study versus the octuol cost experienced.

lmpoct of Wqter Soles Volume Reduction
An onolysis wos performed to determine the impoct to revenue ¡f the Distr¡ct were to experience o reduction in woter

consumption. The onolysis indicotes thot if the District experienced o twenty (20) percent reduction in woter

consumption, the result would be o loss of obout $1,300,000 in revenue for FY 25-26. The Distr¡ct hos operoting ond

rote stobilizotion reserves thot totol obout $4.6 million os shown in Toble 2 ond will be oble to obsorb this revenue

loss for one yeor.
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Appendix A-1
Allocotion of Revenue Requirement to Cost Component FY 2025-26

Total

FY 25-26 F¡xed Groundwater Delivery Peak¡ng l\¡eteß/Serv Culorner

Dtrect
F¡ ¡e

Paotection Conærvation
Supplemental Wûter Csdorner

Var¡âbleDescnption

OpeEt¡on and Maintenanæ Expen*

Maintenance
Elætricty - Pump¡ng
Chem¡cals
Ma¡ritffice Capatal Outlåy

Total Ma¡nttrance

s1,507,S05
1,449,970

315,000
78,500

0

220,5æ

o

s0
0
0
0
0

s0
0

0
0

0
78,500

$670,SE2
439,427

55,588
0
0

s553,525
362,824

38,912
0
0

$0
0

tr50,794 $120,ô35 t11,S88 s0
,000

0
0
0

477,859

0
0
o

,000
0
0
0

101,191,460

0
0
0

$3,351,405

¡71 1,832
1,390,033

1S8,0m

$0

$0
0
0

$o

so
0
0

$299,000 $r,166,407 $955,261 $ß/.2,2il $221,63s S19,848 $47,000

General and Adm¡¡is{ralive
Adm¡n Pffisnd Ss\¡G
Admin Mâintfiâncê
Admin C4ilal Ouüây

Total Genæl and Adm¡nistrat¡on

$0
0
0

s¿40,495
553,282
67,575

tl66,392
,145,ô53

ß,748

0115,921
209,881

32,765

$12,959
156,20ô

49,5q)

t3,582
9,452
1,013

58,,|&¡
'15,359

0

$2,299,865

s4,571,964
2U,119
39,618

$0

84,571,964
2U,1'19

39,618

$0

$0

0

$0 $861,752 $657,792 $358,566 $383,665 914,247 $23,U2

Supplem€ntal Water
Suppl8matd Wåt* Puchas$ Exp¿¡rsê
Supplemental Water O&M

Supdemsltd Wat€r Oåt|ead @ 15%

Total Supdemental Water Costs

$o
0
0

$0
0
0

$o
0

s0
0

$0

o o0

so
0
0

$o
0
0

$4,875,70'1 $4,875,701 $o $0 $0 $0 $0 $0 $0$o

Total Operatim and Ma¡ntenance Êxpense $10,526,971 $4,875,701 $0 $299,000 $2,028,159 $1,613,053 $1,000,820 $605,300 $34,095 970,U2

Cap¡tal Cols
R€placmênt lHsÊr to Fud 805
Supdemtrtal Water Replacement

Redacmefn Tmsbr nm Fund 805
Bond Proceeds li'om Reñnance

NilBond Pmæds
Fund 500 Supdemental Water Capacity CIP

Fund 700 Wâts Capæ¡ty CIP
Fund 805 Replæement CIP
2024 COPS Debl Ss\¡ce
Bond Adm¡n¡strat¡on

Nil Bond M Ssúce l¡tl
Total Cap¡tal Costs

s0
149,435

0
(500,000)

0
320,000

r,6@,0@
'1,'Í5,000

8S9,075
4,000

0

$0
439

0

0
0
0
0
0
0
o

149,

899,075

so
U

0

0
0
0
0
0
0
0

t0
0

0
0
0
0
0
0

so
0
0

(271,3261

0
173,649
w,244
605,058

0
2,'17'l

0

$o
0

0
(223,826't

0
143,249
716,243
499,132

0
1,791

0

s0
0
0

(4,848)

0
3,103

15,513

0
39
0

$0
0

0
0

0
0

0
0
0
0
0

$0
n

0
0

0
0
0
0
0
0
0

to
0
0

0
0
0
0

0
0
0

10,81 1

0
0

$3,s87,514 $149,439

($3,167,588)
(2,188,410)

no,u7

$899,075

($8SO,075)

0
o

s0
0

0

$0 $1,377,795 $1,136,587

($sr4,632)
(659,538)

n5,280

($81,27Ð

e47,4e2)
88,289

($19,6s7)
(13,941)

4,573

$o

($e,512)
(28,96ô)

10,3:'3

$o

(t134,382)
(¡109,210)

't,15,97s

$0 $24,617

Adjudments
RffiæOlbsts
Adiuslments for Annual Cash Balance
Ad¡ustm6nt6 to Anrud¡26 Rate lffiê lll

Total Adjustments

so ($1,r08,ss5)
0 (829,26:l)

o 2s5,4so
($4,58s,631) $o (s€99,075) $0 ($1,652,765) ($1,3rÍ18,8s0) ($3s7,ô13) ($240,478) ($28,66s) ($28,145)

Total Costs to be RecoEred

Single.family Residential 544,562
Multifamily Residential 53,816
Commercial 49,345
lnigation 99,548
Agriculture 5,417
Construction/Hydrant 2,600
Flre Protection
Public Fire Protection Hydrants
P¡iwte Fire Protection Firelines

Total Sys{em

Appendíx A-2
Units of Service FY 2025-26

$9,528.854 $5,025,140 $0 $299,000 $1,753,189 $1,410,751 $603,207 93A4,822 $30,048 $42,697

't,492
147

135
273

15

7

123o/o

'1o40/o

113o/o

153o/o

128o/o

2760/o

1,836
'tu
153
4't8

't9

20

46,313
6,293
2,069
1,930

38
307

46,2n
6,270
1,U4
I,655

25
199

46,248
5,628
1lU
1,296

12
96

u4,562
53,816

49,345
99,548

5,417
2,600

722
81

8,652

FY 25-26

Annual Use

Average

Daily Use

Capac¡ty

Fa ctor

Total

Ca pacity

Meter

Capacity

Meters &

Se rvices

Direct

Fire

Customer Protect¡on ConsevationCustomer Class

Tuckfield & Associates

755,288 2,069 3,403 56,950 56,270 54,684 8,652 755,288
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Appendix A-3
Unit Costs of Service FY 2025-26

FY 25-26 ìupplemental

Total Costs Water Groundwater Del¡very Peaking Meterlseru Customer

Fire

Protection Conservat¡on

Cusiomer

Desription

Total Costs of Serv¡ce

Units of Sen¡ce

$9,528,854 $5,025,140

596,730

$299,000

158,558

$'l,753,189

755.288

$1 .410,751

3.403

$603,207

s6,270

$364,822

54,584

$30,048

a.652

$42,6e7

755.288

Unit Costs of Service
Lhits of L¡easure HCFHCF

$8.42 $1.89 $2.32

$8.42 $1.89 s2.32
ìs

s0

$414.61
HCF/dãy

$10.72
Eq. ¡nr/Sru

$6.67
Bils

$6.67

$3.47
Eq. Hyd

$0.06
rcFl-tcF

Appendix A-4
Distr¡but¡on of Costs to Public ond Privote Fire Protection FY 2025-26

Unit Costs of Sen¡ce
Lhits of ùbæwe

$4r4.6r
rþF/dEy

722

$299,316

$33,452

$10.72

&. Mr/S.v
$3.47

q' Hvd

8,652
$30,048

Ets
$0.06
t-þF

0
$o

0
So

0
$o

Public Fire Protection Hydrants
Un¡ts of Sen¡ce
Allocated Cost of Sen¡ce

Private Fire Protect¡on
Units of Serì¡ce
Allocated Cost of Senice

$329,364

$33,452

I.EF

$o

$o

HCF

s0

$o

0
$o

0
$o

81

$0

0
$0

0
$0

Allocâted Supplernenta

Total Cost Water

D¡ rect

F ire

Protection Conservaiion

Custom e r

Descri ption Groundwater Þelivery Peaking Meters/Seru Customer
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N¡POMO COMMUNITY SERVICES DISTRICT
RESOLUTION NO. 2025-xxxx

RESOLUTION RESPONDING TO TIMELY FILED WRITTEN OBJECTIONS TO THE
PROPOSED WATER RATES AND INCREASING DISTRICT WATER RATES AND

ESTABLISH¡NG SEPARATE VARIABLE WATER RATES FOR CUSTOMERS THAT
ANNEX INTO THE DISTRICT AS OF NOVEMBER OF 2024

WHEREAS, it is a major responsibility of the Nipomo Community Services District
("District") to maintain adequate levels of revenue, equitably and proportionately collected,
to meet the District's financial commitments for the operation and maintenance for water
facilities and the replacement of existing facilities in the future; and

WHEREAS, the District retained Tuckfield & Associates to evaluate water rates
and charges (rates) and to develop a five year financial plan. The financial plan includes
estimated operating and maintenance costs, supplementalwater purchases, target
reserve levels, anticipated debt service obligations, and capital replacement program
needs covering a period from FY 25-26 through FY 28-29. The Report on Water Rate
Study, dated September 2025, (Water Rate Study) was prepared according to applicable
law, approved by the District Board of Directors on September 24,2025, been made
available for public review and comment, and is incorporated herein by this reference; and

WHEREAS, on September 25,2024, Governor Newsom approved State Assembly
Bú12257 ("AB 2257'r), effective January 1,2025, which added SS53759.1 and 53759.2to
the Government Code; and

WHEREAS, AB 2257 creates an exhaustion of administrative remedies
requirement that, if implemented by the Board of Directors, requires persons and entities
to submit a written objection that specifies the grounds for alleging noncompliance of the
proposed water rates with Proposition 218 (which added Article Xlll D to the California
Constitution) prior to the deadline established by the Board for the submittal of written
objections, or be barred from any right to challenge the proposed water rates through a
legal proceeding; and

WHEREAS, the District complied with the provisions set forth in AB 2257 for
establishing an exhaustion of remedies requirement in connection with the proposed
water rates, including by providing not less than 45 days from the date of the mailing of
the notice of the public hearing referenced below for persons and entities to submit a

written objection to the proposed water rates; and

WHEREAS, as of the deadline of 5:00 p.m. on December 1, 2025 established by

the District for submitting written objections to the proposed water rates, the District
received written objections from 36 persons, which objections are on file in the office of
the District Secretary and available for public review (Objections); and

WHEREAS, a summary of the Objections and the District's responses to the
Objections are set forth in Exhibit A, attached hereto and incorporated herein by reference
(Responses); and

WHEREAS, each Response includes the grounds for which a challenge is not
resulting in amendments to the proposed water rates and an explanation of the
substantive basis for retaining the proposed water rates in response to the Objection; and

1



NIPOMO COMMUNITY SERVICES DISTRICT
RESOLUTION NO. 2025-xxxx

RESOLUTION RESPONDING TO TIMELY FILED WRITTEN OBJECTIONS TO THE
PROPOSED WATER RATES AND INCREASING DISTRICT WATER RATES AND

ESTABLISHTNG SEPARATE VARIABLE WATER RATES FOR CUSTOMERS THAT
ANNEX INTO THE DISTRICT AS OF NOVEMBER OF 2024

WHEREAS, Government Code 561 1 15 authorizes the District to adopt rates and
charges by resolution; and

WHEREAS, on December 10, 2025, the District conducted a duly noticed public
hearing wherein the Board of Directors took public comment and other evidence in support
of, and in opposition to, the proposed water rates, which include rate increases and the
establishment of separate variable water rates for customers that annex into the District as
of November ol 2024, and considered whether a majority protest to the proposed water
rates exists pursuant to Section 6 of Article Xlll D of the California Constitution. A total of
4,671 parcels would be subject to the proposed water rates; therefore, 2,337 protests would
be needed to constitute a majority protest, with only one written protest per parcel counted
in determining the existence of a majority protest. At the conclusion of the public hearing
the General Manager reported, and the Board found, that xxx written protests were
received, and not withdrawn, and that a majority protest did not exist; and

WHEREAS, based on facts and analysis presented in and relied on by the Water
Rate Study, written protests received prior to the close of the December 10,2025 public
hearing, the Objections and Responses, the Staff Report, Staff Presentation and public

testimony received, the Board of Directors hereby finds:

A. The District identified the parcels upon which the proposed water rates
will be imposed, calculated the amount of the rates, and mailed notices to all Owners of
Record of properties that receive water service and Customers of Record responsible for
the water rates , which notices provided information on the proposed rates , including,
among other information, the basis for the calculation, the reason for the rates , the means
by which a protest could be filed, the means by which a written objection could þe filed,
and the date, time, and location for a public hearing which was not less than 45 days after
the date of mailing.

B. The public hearing was properly noticed pursuant to Section 6 of Article
Xlll D of the California Constitution, Government Code 553759.1, the Proposition 218
Omnibus lmplementation Act (Government Code 553750, et. seq.), and the Brown Act
(Government Code 554950, et seq.).

C. The water rates adopted by this Resolution

1 Are for the purposes of meeting expenses for providing water
service to District customers, including operation, maintenance,
capital replacement supplemental water purchases, and reserve
requirements.

Do not exceed the funds required to provide water service to
District customers.

3. Do not exceed the proportional cost of services attributable to those

2
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NIPOMO COMMUNITY SERVICES DISTRICT
RESOLUTION NO. 2025-xxxx

RESOLUTION RESPONDING TO TIMELY FILED WRITTEN OBJECTIONS TO THE
PROPOSED WATER RATES AND INCREASING DISTRICT WATER RATES AND

ESTABLISHING SEPARATE VARIABLE WATER RATES FOR CUSTOMERS THAT
ANNEX INTO THE DISTRIGT AS OF NOVEMBEROF 2024

parcels receiving water service.

The revenues derived from the water rates will not be used for any
purpose other than that for which the rates are imposed.

NOW, THEREFORE, BE lT RESOLVED, DETERMINED, AND ORDERED, by the Board
of Directors of the District as follows:

Section 1. lncorporation of Recitals

The foregoing Recitals are true and correct and incorporated herein by this
reference. The Recitals and referenced reports and studies contained therein, as well as

the records of the public hearing, constitute and support the findings of the District in

supporl of this Resolution.

Section 2. Responses

The Board of Directors adopts the Responses set forth in Exhibit A, attached hereto and

incorporated by reference. ln considering the Responses, the Board determined (1)

whether the Objections and the Responses warrant clarifications to the proposed water
rates; (2) whether to reduce the proposed water rates; (3) whether to undertake further
review before making a determination on whether clarification or reduction is needed; and

(4) whether to proceed with the public hearing required under Section 6 of Article Xlll D.

Section 3. Water Rates

The Monthly Water Rates referred to in Chapter 2.04 of the District Code, as the
same may be amended in the future, and as set forth in Exhibit B, attached hereto and

incorporated herein by reference, are hereby adopted, to be effective February 1,2026.
The District is purchasing supplemental water from the City of Santa Maria. The City of
Santa Maria may increase its water charges to the District. The District may pass{hrough
any additional increase at any time that such costs are increased to the District during the
five-year period from Febru ary 1 , 2Q26 to January 1 , 2030, as allowed under Government
Code S53756.

Section 4. Repeal of Prior Resolutions

All prior resolutions and sections of resolutions that are inconsistent with this
Resolution are hereby repealed, subject to the effective date identified in Section 3 above.
Any existing rates and charges not specifically amended by this Resolution shall remain in

full force and effect.

Section 5. Effect of Repeal on Past Actions and Obligations

This Resolution does not affect prosecutions for violations committed prior to the
effective date of this Resolution, does not waive any fee or penalty due and unpaid on the
effective date of this Resolution, and does not affect the validity of any bond or cash

D
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NIPOMO COMMUNITY SERVICES DISTRICT
RESOLUTION NO. 2025-xxxx

RESOLUTION RESPONDING TO TIMELY FILED WRITTEN OBJECTIONS TO THE
PROPOSED WATER RATES AND INCREASING DISTRICT WATER RATES AND

ESTABLISHING SEPARATE VARIABLE WATER RATES FOR CUSTOMERS THAT
ANNEX INTO THE DISTRICT AS OF NOVEMBER OF 2024

deposit posted, filed or deposited pursuant to the requirements of any prior resolution or
ordinance.

Section 6. Challenges to Rates

Any action to challenge the rates adopted herein must be brought within the 120-
day period following adoption pursuant to Government Code 553759.

Section 7. CEQA Findings

The Board of Directors finds that to the best of its knowledge the rates adopted
by this Resolution are exempt from the California Environmental Quality Act pursuant to
Public Resources Code 521080(bXB) and CEQA Guidelines S15273. The District General
Manager is directed to prepare and file appropriate notices.

Section 8. Severance Clause

lf any section, subsection, sentence, clause or phrase of this Resolution is for any
reason held to be unconstitutional, ineffective or in any manner in conflict with the laws of
the United States, or the State of California, such decision shall not affect the validity of
the remaining portions of this Resolution. The Board of Directors hereby declares that it
would have adopted this Resolution and each section, subsection, sentence, clause and
phrase thereof, irrespective of the fact that any one or more sections, subsections,
sentences, clauses or phrases be declared unconstitutional, ineffective, or in any manner
in conflict with the laws of the United States or the State of California.

Upon the motion of Director _, seconded by Director and on the following roll
call vote, to wit:

AYES:
NOES:
ABSENT:
CONFLICTS:
the foregoing resolution is hereby adopted this 1Oth day of December 2025.

ED EBY, President
Nipomo Community Services District
Board of Directors

ATTEST

4
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NIPOMO COMMUN¡TY SERVICES DISTRICT
RESOLUTION NO. 2025-xxxx

RESOLUTION RESPONDING TO T¡MELY FILED WRITTEN OBJECTIONS TO THE
PROPOSED WATER RATES AND INCREASING DISTRICT WATER RATES AND

ESTABLISHING SEPARATE VARIABLE WATER RATES FOR CUSTOMERS THAT
ANNEX INTO THE DISTRICT AS OF NOVEMBEROF 2024

AND LEGAL EFFECT

RAY DIENZO
General Manager and
Secretary to the Board

CRAIG A. STEELE
District Legal Counsel
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EXHIBIT A

RESPONSES TO WRITTEN OBJECTIONS

(Duplicate or repeat obiections combined and summarized)
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Obiection 1

1. Comment/Question:

We received a flyer from the District indicating that ¡f there were no protest to the addition of

the Dana Reserve project that there would be no increase in water rates due to the increased

customer base. What happened to that?

Response:

The above question does not allege noncompliance of the proposed water rates with

Proposition 218, but instead raises a public information issue that many commenters have

raised. The record shows that the proposed increases in water rates are due to several reasons.

First, the Water Rate Study, dated September 2025, prepared by the District's consultant,

Tuckfield & Associates (the "Water Rate Study"), includes S4.4 million more of capital

replacement spending over the next 10 years than the last rate study. Second, there is a current

budget deficit in the Water fund of about 52 million due to increased costs of supplemental

water and the increased quantity of supplemental water the District is required to import. The

deficit must to be cured. Third, the District reserves have decreased and are projected to

continue to decrease at current rates, and the rate increases are needed to restore reserves to

District policy levels. Fourth, the rate increases are necessary to meet the District's operation

and maintenance expenses, which continue to increase as most costs are increasing in everyday

life.

Lastly, the proposed rate increases are necessary to pay for the cost of supplemental water. As

required by the Stipulation and Judgment in the Santa Maria Valley groundwater adjudication,

the District purchases supplemental water from the City of Santa Maria, and the District's

agreement with the City requires the District to take-or-pay supplemental water at 1,667 acre-

feet per year commencing in fiscal year (FY) 2025-26. This is an increase in water costs of

approximately S2.7 million over the prior year water supply cost. The recently annexed Dana

Reserve residential and commercial development must be served with supplementalwater

pursuant to the District's Annexation Policy. Prior documents prepared for consideration of the

Dana Reserve project consideration contemplated that the development would connect to the

District's water system commencing in FY 2025-26, and benefits for rate payers would be

achieved at Project buildout, which was the best information available at the time. Howevel the

development has been delayed due to litigation and other reasons, and the Water Rate Study

assumes that the development will begin to connect starting July 1, 2027. Therefore, all of the

additional supplemental water costs must currentlv be borne by the District's existing

customers.

2. Comment/Question:

11415-0001\3 188658v2.doc
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How much of your proposed capital projects are associated with the Dana Reserve project and

why would you be passing the cost on to us instead of the Dana Reserve developers?

Several other people also submitted letters which asked a similar question or commented that

the cost of capital improvements needed to support the Dana Reserve project should be borne

by the developer and not be passed to existing residents.

Response:

While the above question/comment does not allege noncompliance of the proposed water

rates with Proposition 218, the District notes that the District's agreement with the Dana

Reserve developer is that the District will not construct projects related to the Dana Reserve

project without funding from the developer. Therefore, there is no capital cost impact to

District rate payers associated with the Dana Reserve project, and none of the rate increases are

attributable to the costs of the Dana Reserve project.

3. Comment/Question:

We question the need for a new well in the face of the "take-or-pay" water coming from Santa

Maria.

Response:

While the above question does not allege noncompliance of the proposed water rates with

Proposition 218, the District notes that it currently obtains its water supply from four active

wells and from supplemental water supplied by the City of Santa Maria. The four wells have a

capacity of 2,100 gallons per minute and extract water primarily from the Nipomo Mesa

Management Area of the Santa Maria Groundwater Basin. The District needs an additionalwell

for supply redundancy.

Obiection 2

1. Comment/Question:

The proposed increase in water rates is excessive, burdensome, and quite frankly unacceptable

for households in our community.

Several other people also submitted letters which commented that the proposed rates are

excessive and will create an undue financial hardship on their household or on residents who

have fixed or limited incomes and/or that they do not believe that the Water Rate Study

adequately explains the necessity for the large proposed increase or the timing of the increase.

11415-00043188658v2.doc
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Response:

The above statements regarding the excessive or burdensome nature of the proposed rates are

opinions of the commenters and do not allege noncompliance of the proposed water rates with

Proposition 218. W¡th respect to the objections that the Water Rate Study does not adequately

demonstrate the need for the proposed rate increases, Section 6 of Article Xlll D of the

California Constitution (Article Xlll D) (which was added by Proposition 218) provides that a fee

for a property-related service, such as water service, may not be imposed or increased by a local

agency unless it meets certain requirements. These requirements include that revenues derived

from the fee shall not exceed the funds required to provide the property-related service. The

Water Rate Study includes a review and analysis of the District's current and projected revenue

requirements, including operation and maintenance expenses, supplemental water purchases,

debt service coverage requirements, annual capital improvement expenditures based on a

Capital lmprovement Program (ClP)for tY 2025-26 through FY 2029-30, and target reserve

levels. The Water Rate Study incorporates specific planning criteria or goals to maintain the

financial health of the water system on an on-going basis, including generating positive levels of

income in each year of the study period, maintaining operating and capital reserves at not less

than the target reserve levels, maintaining debt service ratios at not less the minimum required

levels, and meeting annualcapital replacement spending. The District's FY 2025-26 budget

expenses are included in the Water Rate Study's financial plan and future expenses were

projected through application of inflation factors to the budgeted expenses to complete a five-

year plan. ln addition, the Water Rate Study uses several assumptions to determine the

District's revenue needs for FY 2025-26 through FY 2029-30, including growth rates in customer

accounts and interest earnings on fund reserves. The Water Rate Study includes a detailed list

of capital improvement projects for each year of the study period in Table L2 as well as an

analysis of how the annual amount for capital replacement for supplemental water facilities was

established. Miscellaneous non-rate revenues are taken into consideration, including

penalties/late fees, meter connection fees, water turn on fees, and plan check and inspection

fees. The Water Rate Study takes into account all of the District's combined water related funds

to evaluate the sufficiency of revenues generated by the current water rates and documents

that annual revenue increases of L3.8% are necessary for the next three years and that the

current rates do not generate sufficient revenues to meet the District's projected revenue

needs. The City's rate consultant used methodologies from the American Water Works

Association (AWWA) to determine the District's costs of service and to design the water rates.

AWWA is an industry trade organization that has established industrywide ratemaking principles

and standards for cost of service studies that have been accepted by California courts. The

District recognizes that the cost increases are significant. However, as documented in the Water
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Rate Study, the proposed water rates all comply with Proposition 218's requirement that the

rate revenues must not exceed the funds required by the District to provide water service.

o 3

1. Comment/Question: The structure of the proposed rates appear inequitable. Customers

who use less water face a significantly higher percentage increase than those who use more.

This approach discourages conservation and unfairly penalizes responsible water users. lnstead,

the rate structure should be designed to incentivize lower usage and hold higher users more

accountable. I strongly urge the Board to consider implementing a more balanced and just

tiered system that reflects this principle.

Another person submitted a letter which commented that the District does not offer any relief

to those who do not waste water.

Response:

The District had a "tiered" water rate structure several years ago, before the current rate

structure was in effect. Certain customers of the District complained that it was causing a

hardship for those customers using water in the upper tiers. Additionally, there has been some

litigation surrounding whether or not a tiered rate structure to encourage conservation can be

implemented legally. One case, Capistrono Taxpayers Associotíon v. City of Son Juan Capistrano

(2015) 235 Cal.App.4th L493, held that the city's tiered water rates had to be justified based on

the incremental costs of providing service to each tier. The District chose to eliminate the tiered

rate structure because it would have resulted in some customers paying more than the actual

cost of water. Rates cannot be used to penalize certain users. The proposed water rate

structure is the same as the structure currently used by the District, except that variable rates

are proposed to consist of separate rates for current District customers and customers that are

annexed into the District as of November ol2024. The comment refers to the different

percentage rate increase for different categories of water users, which is to be expected since

rates are proportional, as required by law.

Article Xlll D, Section 6 of the California Constitution provides that the amount of any fee

imposed on any parcel or person as an incident of property ownership shall not exceed the cost

of the service attributable to the parcel. The Water Rate Study demonstrates that the rates are

proportional. When the District eliminated the tiered rate structure, it implemented a uniform

variable (volume) rate structure whereby all water consumed is charged at the same rate.

However, due to the annexation of the Dana Reserve project to the District, the Water Rate

Study now includes differentialvariable rates for existing District customers, and higher rates for

customers that annex to the District after November of 2024. The differential rates reflect that

water supplied to annexation customers must be entirely from supplemental water which is
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more expens¡ve than the blend of supplemental water and groundwater supplied to existing

customers and ensures that the water rates are proportional as required by Proposition 218. ln

addition to the variable rates, there is a fixed charge based on the meter size installed at the

customer's premises which is applicable to all customers. The fixed charge will initially generate

about 26%oÍ the rate revenues and will increase to about 35o/ointY 2027-2& As described in

the Water Rate Study, the allocation of system costs to cost components is based on the

operating characteristics and design of the system facilities and considers the average quantity

of water consumed as well as the peak rate at which water is consumed. The system is designed

to serve average and peak demands, and the costs that are related to serving average and peak

demands are allocated in a manner such that they may be recovered appropriately. The cost of

service allocations described in the Water Rate Study provide the basis for the water rate

design, which ensures that each customer class reasonably pays its fair share of costs. See also

the response to comment 1 of Objection no. 4.

2. Question/Comment:

I question the timing and necessity of this increase, especially in light of the 2O22 water study

which projected that water costs would likely decrease by 30% following the approval of the

Dana Reserve development. lf that projection still holds, it raises serious concerns about the

justification for a significant rate hike at this time.

Several other people also submitted letters which commented that, after the District conducted

several studies, a statement was made that w¡th additional projects and developments planned

in Nipomo, water rates would actually go down.

Response:

As discussed in the response to Objection no. 1, prior studies assumed that customers in the

Dana Reserve development would begin to connect to the District's water system in FY 2025-26.

However, connections have been delayed and the Water Rate Study assumes that customers in

the development will begin to connect to the system starting July L, 2027. Table 4 in the Water

Rate Study shows the rate at which Dana Reserve customers are anticipated to connect to the

system, and full buildout is not anticipated to occur until FY 2029-30.lt is only after full buildout

that water rates are anticipated to decrease because of the larger customer base.

Obiection 4

1. Comment/Question:

lnsufficient Notice and Clarity under Proposition 218: The notice fails to provide a clear,

itemized explanation of the cost basis for the proposed increases. The District has not provided
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detailed per-unit cost justifications, nor separated the costs aüributable to annexed parcels

versus in-district users as required by Article Xlll D, Section 6(bX1).

Response:

Proposition 2L8 requires the notice of a public hearing regarding a proposed increase to a

property-related fee to include the amount of the fee proposed to be imposed on the parcels

subject to the fee, the basis upon which the amount of the proposed fee was calculated, the

reason for the proposed fee and the date, time and location of a public hearing on the proposed

fee. The District's notice includes all of these elements and complies with Proposition 218.

With respect to the objection regarding cost justifications, Article Xlll D, Section 6(bX1) provides

that revenues derived from a property-related fee shall not exceed the funds required to
provide the property-related service. As indicated in the response to objection no. 2, the Water

Rate Study documents that the rate revenues will not exceed the funds required by the District

to provide water service. No evidence to the contrary has been provided. To elaborate, the

costs of providing service and the allocation of those costs to cost component follows AWWA

methodology and begins with Appendix A-L of the Water Rate Study for FY 2025-26. The costs

for each future year were allocated in a similar manner as stated in the last sentence on page 19

of the Water Rate Study. The costs for each year are summarized in Table L4 on page 19. The

costs in Table 14 are included partially or wholly in the fixed charges or variable charges as

shown in Tables L5, L6,19, and 20 of the Water Rate Study. Fixed charges are designed by

meter size as shown in Table 16. Variable rates are designed separately for existing District

customers and for customers annexed to the District as shown in Tables 19 and 20, respectively.

2. Comment/Question:

Disproportionate Rate Structure: The proposed Annex Variable Rate' introduces a

discriminatory and non-uniform rate scheme that appears to exceed the actual proportional

cost of service in violation of Article Xlll D, Section (bX3).

Response:

As set forth in the response to objection no. 3, the differential rates for the variable (volume)

rates reflect that Board policy requires that the water supply for annexed customers must be

entirely from supplemental water which is more expensive than the blend of supplemental

water and groundwater supplied to existing customers and ensures that the water rates are

proportional as required by Proposition 2L8. lt should also be noted that the variable rates for

existing District customers (District Rate) is uniform for all existing District customers and that

the variable rates for customers annexed to the District (Annex Rate) is uniform for all annexed

customers.
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3. Comment/Question:

Undefined Pass Through Authority: The proposed 'pass-through' clause referencing

Government Code Section 53756 grants the District open-ended authority to impose future rate

increases without additional notice or hearing. The delegation of the rate adjustment authority

is overbroad and contrary to the notice and approval protection under Proposition 218.

Response:

The automatic pass-through for increases in wholesale charges for water is allowed under

Government Code Section 53756,which is a provision of the Proposition 218 Omnibus

lmplementation Act, and is not contrary to Proposition 218. The pass-through adjustment is

specifically tied to any additional increases in the Santa Maria Tier 1 rate charged to the District

for supplemental water beyond the rates contemplated in the Water Rate Study. The term of

the pass-through adjustment (five years) is not open-ended and is authorized by Section 53756

and is specifically stated in the notice.

4. Comment/Question:

lnadequate Financial Documentation: The notice does not summarize the findings of the Water

Rate Study, nor provide sufficient access to underlying data for ratepayers to meaningfully

evaluate or contest the financial assumptions prior to the protest deadline.

Another person also submitted a letter commenting that the rate-setting methodology and the

justification for the increases were not clearly explained in the public notice.

Response:

As set forth in comment no. L, above, the notice complies with Proposition 218. Further, the

notice includes a summary of certain information in the Water Rate Study and states how to

obtain additional information, how to review the Water Rate Study, and how to contact the

District if someone has questions or seeks further information about the proposed water rates.

5. Comment/Question:

Procedural Conflict with Written Objection Deadline: The requirement to submit substantive

'Written Objections" by December 1, 2025 - nine days prior to the formal Public Hearing on

December LO,2025-- imposes an unreasonable administrative exhaustion barrier inconsistent

with the due process intent of Proposition 218. The bifurcation between the 'Written

Objection' and the 'Written Protest' deadlines is confusing, potentially disenfranchising affected

ratepayers.Response:

The deadline established forthe submittalof written objections (December L,2O25l in orderto

exhaust administrative remedies complies with the exhaustion of administrative remedies
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procedure established by Government Code Section 53759.1, and does not impose an

unreasonable barrier for exhausting administrative remedies or deny anyone due process.

lnformation regarding how to submit written objections and the deadline for the submittal of

written objections was included in the notice of the public hearing on the proposed water rates

and was mailed to property owners and water customers not less than 45 days prior to the

December lst deadline in compliance with Section 53759.1. The notice of public hearing also

clearly explains how to protest the proposed water rates, indicates that wr¡tten protests may be

submitted prior to the close of the public hearing, which is scheduled to occur on December 10,

2025, explains how written protests will be counted in determining whether there is a majority

protest against the proposed water rates, and explains the effect of a majority protest. The

notice also explains that a written objection that complies with the requirements for a written

protest will be counted as a written protest in determining whether a majority protest exists.

While the District maintains that the notice is clear, it also notes that the notice includes

information on how to contact the District if someone has questions.

Obiection 5

1. Comment/Question:

Private fire protection requirements will see a57% increase in their charges, in addition to their

water usage but'Private Fire Protection' is undefined.

Response:

"Fire Service" is defined in Section L.O4.O2O of the District Code. As explained in the Water Rate

Study, private fire protection costs are recovered from those customers that receive the direct

private fire protection benefit. Private fire protection is a fire protection service provided to

commercial buildings (and possibly other large buildings like schools, etc.) where a water line is

connected from a water main that goes directly into the building for the purpose of fire

suppression. lt is a service that is not available publicly to any other customer and may or may

not be metered (detector check valve). lt is not a residential service and residential customers

do not pay for it. Fire protection for residential customers is available through the public fire

hydrants in the streets or through the larger l-inch meter serving newer homes that provide

additional capacity for fire suppression.

2. Comment/Question:

The notice does not address the increase in water usage rate for businesses.

Response:

As set forth in the response to comment no. 1 of objection no. 4, the notice of the public

hearing on the proposed water rates complies with Proposition 218. lt should also be noted that
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the notice does address proposed water rates for businesses. The water rates consist of fixed

and variable charges. The fixed charges consist of monthly charges by meter size and are

applicable to all customers. Variable charges include a uniform rate charged separately to

existing District customers and to customers annexed to the District. The notice sets forth the

proposed rates for the fixed charges and variable charges. The notice is not required to describe

customer bill impacts. Howeve4 because Table 4 of the Water Rate Study shows that about 85%

of the District customers are single-family residents, the District included in the notice

information regarding the impacts of the proposed rate increases on the bills for single-family

residential customers. The Water Rate Study details water rates for businesses.

Obiection 6

1. Comment/Question:

lf you look at your own tables for a usage rate of L2 HCF, you want to increase water rates by

9o/o,30%o, and 49o/o which does not add up.

Response:

Table ES-2 and Table 22 of the Water Rate Study show that an in-District customer (i.e., an

existing customer) with a l-inch or smaller meter size using 12 HCF will experience an increase

in their water bill of 93%lhe first year.

For the second year, an in-District customer with a l-inch or smaller meter size meter using 12

HCF will experience an increase in their water bill of L9.3% (S30.23lS156.31).

I(s6s.70 + 12*s10.07) = $L86.54 - s1s6.31 = s30.231.

For the third year, an in-District customer with a l-inch or smaller meter size using 12 HCF will

experience an increase in their water bill of L3.8% [S25.91/S1-86.54].

t(s81.17 + 12*s10.941 = $2L2.4s - s186.s4 = s2s.911.

As set forth in the Water Rate Study, L3.8% annual revenue increases are necessary for the next

three years to meet the District's projected revenue requirements for providing water service.

The percentage rate increases are not linear across-the-board increases to the current water

rates because of the differences in the level of water consumed and the costs recovered in

different sizes of the water meter. Not every customer uses the same amount of water each

month even though they are in the same class of customers (e.9., single family residential).

Tables ES-2 and Table 22 of the Water Rate Study show that a SFR customer's percentage

increase in their bill depends on how much water they consume each month, and the increase

is not across-the-board. The proposed variable rates (volume charges per one hundred cubic

feet (HCF) of water consumed) consist of separate uniform rates for existing District customers
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(in-District customers) and annexed customers. The District's financial records are audited, and

a public report is presented, each fiscal year. Prior year's audited financial statements are

available on the District's website.

*:t *

As demonstrated in the Water Rate Study and the foregoing responses, the District complied

with the procedures in subdivision (a) of Sectíon 6 of Article Xlll D for increasing the water rates

and the proposed water rates comply with the substantive requirements in subdivision (b) of
Section 6 or Article Xlll D, including that the revenues derived from the proposed water rates

will not exceed the funds required to provide water service and the amount of the charge

imposed upon any parcel or person as an incident of property ownership will not exceed the
proportional cost of water service attributable to the parcel. Accordingly, the Board of Directors

of the District determines that the written objections and the District's responses set forth

above do not warrant any clarification to the proposed water rates, the rates do not need to be

reduced or modified, further review is not required before making the foregoing

determinations, and there is no need to delay the public hearing on the proposed rates.
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NIPOMO COMMUNITY SERVICES DISTRICT
RESOLUTION NO. 2025-xxxx

RESOLUTION RESPONDING TO TIMELY FILED WRITTEN OBJECTIONS TO THE
PROPOSED WATER RATES AND INCREASING DISTRICT WATER RATES AND

ESTABLISHING SEPARATE VARIABLE WATER RATES FOR CUSTOMERS THAT
ANNEX INTO THE DISTRICT AS OF NOVEMBER OF 2024

EXHIBIT "B''

MONTHLY USER FEES (WATER)

Meter Size Fixed Charge ($ per month)

Current
Rate

February 1,

2026

January l,
2427

January 1,

2028

5/8 thru 1 inch

1-112 inch

2 inch

3 inch

4 inch

6 inch

8 inch

$41.56

$57.19

$79.45

$167.87

$232.94

$459.73

$718.92

$47.23

$64.48

$89.95

$197.40

$271.48

$523.83

$812.23

$65.70

$89.73

$125.17

$274.70

9377.82

$729.15

$1,130.67

$81 .1 7

9111.02

$155.01

$340.35

$468.35

$904.67

$1,403.32

Variable Charge ($ per HCF)

District Rate ($/HCF)

Annex Rate ($/HCF)

$8.45

nla

$e.0e

$10.46

$10.07

$11.54

$10.94

$12.41
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NOTICE OF PUBLIC HEARING
WATER RATE INCREASE

This is a notice to explain proposed increases in water rates for the Nipomo Community Services District
("NCSD" or the "District") and the majority protest procedures. The proposed rate increases will be

recommended for adoption by NCSD's Board of Directors at the Public Hearing described in this Notice.

See fhe back page of this Notice for Public Hearing date and deadline and process for submitting written substantive obiections.

The Nipomo Community Services District (Distr¡ct) is proposing to increase its water rates. The District is mailing this notice to you

because you are a water customer or are the owner of record of a property that receives water service. This notice describes proposed

changes to the water rates and provides information about a Public Hearing to be held to allow community discussion regarding the water
rate increases.

Why Rates are Changing

The District is facing increased operating and capital expenses in its water system. The District's operating expenses continue to increase,
which include electricity, maintenance, chemicals, salaries and benefits, and general and administrative costs. Additionally, the District
began ¡ts first year of buying "take-or-pay" supplemental water at 1,667 acre-feet per year (AFY) from the City of Santa Mar¡a, an increase
of about $2.7 million over the prior year water supply cost. The District is also planning to construct needed water system capital
improvements as part of their five-year capital improvement plan. The projects include a new well ($3 million), tank rehabilitation ($1.65
million) and otherwater infrastructure replacements and improvements ($4.2 million). These operating expenses and capital improvements
are necessary to maintain a financially stable water enterprise supplying water to the community. The rates proposed herein include the
above discussed increases in operating and capital expenses.

What ls Funded From Water Rates

The District provides water service to a mix of residential and commercial customers. Monthly revenue from water rates charged to system
users (customers) is the primary source of revenue for the water system. Revenue from water rates provides funding for annual operating
and maintenance costs, capital projects to improve water infrastructure, adm¡nistration, and maintaining adequate fund reserves and
planning for contingencies.

Why Rate lncreases Are Needed

Current water rates do not provide adequate funding for long-term operat¡on and maintenance expenses and capital projects. The District
engaged a consultant to perform a written study of the District's water funds and to recommend water rates designed to meet the District's
financial needs, including operating and maintenance service costs, funds for needed capital projects, and maintenance of reserves. The
study identified cost increases for operation and maintenance expenses, capital infrastructure needs, maintenance of reserves, and the
cost of import water from the City of Santa Maria via the Nipomo Supplemental Water Project as drivers of the necessary water rate
increases.

Proposed Water Rates

The proposed rates would maintain a uniform rate per unit of water used (1 Unit = 748 gallons or One Hundred Cubic Feet "HGF") for in
District customers and create an "annex variable rate" for customers that annex into the D¡strict as of November of 2024 and later,
pursuant to District policy. All users will pay the same fixed charge by meter size. The proposed rates are structured to meet the increasing

costs of operations, maintenance, and infrastructure, along with the costs of financial obligations for importing more water from Santa

Maria. Water supplied to annexed customers will be entirely from supplemental water and they will pay the annexation variable rate. The
proposed rates would go into effect February 1,2026. The subsequent year rate increases are on the following pages.

PTEASE CONTACÍ US IF YOU HAVE qUESTIONS OR COMMENTS ABOUTTHE PROPOSED RATE INCREASE

(805) 929-1133 | info@ncsd.ca.gov I p.O. gox 326, Nipomo, CA93444



Meter Size

Proposed Water Rates

Fixed Charge ($ per month)
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SINGLE FAMILY BILL COMPARISON WITH OTHER LOCAL AGENCIES
The District's water rates are determined based on the costs of the mix of low-cost groundwater and more expensive imported
water from the City of Santa Maria. Annexed properties will be supplied by imported water only at different rates for those
customers based on the higher cost of that imported water. The District is obligated to purchase increased amounts of imported
water which will reduce the demand and cost savings of lower-cost groundwater, but also help to preserve groundwater resources.

Gomparison of Single-family Residential District Monthly Water Bills at l2 HCF Monthly lor 2026

This îs for on overoge single-fomily, monthly woter b¡ll ot 12 HCF (¡ncluding Fixed ond Volume charges) comporcd to other locol woter ogencies.
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HOW TO PROTEST THE PROPOSED WATER RATES

The following persons may submit a written protest aga¡nst the Proposed Water Rate lncrease to the Dis-
trict's Clerk before the close of the Public Hearing.

An owner(s) of propertv (parcel(sl) ("owner of record"l receivino water service from the NCSD Water
System. lf the person(s) signing the protest, as an owner, is not shown on the last equalized assess-
ment roll as the owner of the parcel(s) then the protest must contain or be accompan¡ed by written evi-
dence that such person sign¡ng the protest is the owner of the parcel(s) receiv¡ng water service;

. "Customer of record" (Tenant(s)) whose name appears on the District records as the customer of rec-
ord for the corresponding parcel rece¡ving water service from the NCSD.

A valid written protest must include:

1. A statement that it is a protest against the proposed water rate increase;

2. The name of the record owner or customer of record;

3. The identity of the affected parcel by assessor's parcel number or service address;

4. An original signature (not photocopy, emai¡, or fax copy) of the record owner or customer of rec-

ord of the identified parcel;AND
5. The date the wr¡tten protest is signed.

a

Pass-Throuqh: The District is purchasing supplemental water from Santa Maria. Santa Maria may increase its water charges to the
District. The District may pass-through any additional increase at any time that such costs are increased to the District during the five-year
period from February 1,2026 to January 1, 2030, as allowed under section 53756 of the California Government Gode.


