BOARD OF DIRECTORS

SAN BENITO COUNTY WATER DISTRICT
Agenda for
January 12, 2026
Special Meeting - 5:00 p.m.
30 Mansfield Road, Hollister, CA 95023

Speakers will be limited to 5 minutes to address the Board

Assistance for those with disabilities:
If you have a disability and need accommodation to participate in the meeting, please call Barbara Mauro, Executive
Assistant/Board Clerk, at (831) 637-8218, 48 hours prior to meeting for assistance so the necessary arrangements
can be made.

Effective at the April 27, 2022, The Board of Directors is now allowing the public to attend in person at all meetings of
the San Benito County Water District Board. We will also continue to offer the meeting via Zoom as well. Regarding
virtual participation, members of the public are instructed to be on mute during the proceedings and to speak only
when public comment is allowed, after requesting and receiving recognition from the Board President.

ZOOM LINK
https:/ /us06web.zoom.us/j/87594937641?pwd=0x0ONQ 1yCwtMW36upYE9SUEQZ7vn103.1

Meeting ID
8759493 7641

Passcode:
101139

Dial Only:
Dial by your location
*+1 669 444 9171 US
e +1 720 707 2699 US (Denver)
* +1 253 205 0468 US
* +1 253 215 8782 US (Tacoma)
e +1 346 248 7799 US (Houston)
*+1719 359 4580 US
*+1 646 931 3860 US
*+1 689 278 1000 US

If you plan to participate in the meeting and need assistance, please call
Barbara Mauro, Executive Assistant/Board Clerk, at (831) 637-8218, 48 hours prior to meeting.

CALL TO ORDER

a. Pledge of Allegiance to the Flag
b. Roll Call
¢, Approval of the Agenda

d. Speakers will be limited to 5 minutes to address the Board




CONSENT AGENDA

1. Allowance of Claims

AGENDA ITEMS:

2. Public Hearing regarding 2025 Annual Groundwater Report

a.

o

N S e

Proof of Publication submitted on Notice of Public Hearing,
Annual Groundwater Report

Presentation of Report

Questions of Directors

Open Public Hearing

Close Public Hearing or continue to later date

Consider adoption of recommendations in 2025 Annual
Groundwater Report

3. Public Hearing regarding 2026-2027 Groundwater Charges
Recommended by 2025 Annual Groundwater Report

a. Presentation of 2026-2027 Groundwater Charges Recommended
by 2025 Annual Groundwater Report

b. Questions by Directors

C. Open Public Hearing

d. Close Public Hearing or continue to later date

e. Consider adoption of Resolution 2026-02 Establishing
Groundwater Charges in Zone 6 for March 1, 2026 through
February 28, 2027

ADJOURNMENT

All public records relating to an agenda item on this agenda are available for public inspection at the time the record is
distributed to all, or a majority of all, members of the Board. Such records shall be available at the District office
located at 30 Mansfield Road, Hollister, California.

BOARD OF DIRECTORS
SAN BENITO COUNTY WATER DISTRICT




Check Register

San Benito County Water District Packet: APPKT00216 - Board Claims January 12, 2026

By Check Number

Vendor Number Vendor Name Payment Date Payment Type Discount Amount Payment Amount Number
Bank Code: AP-Accounts Payable

001866 Gutieries Consiiltants 01/12/2026 EFT 0.00 5,727.50 5
000018 A-1 Services 01/12/2026 Regular 0.00 828.00 60623
000081 Alan Zeisbrich 01/12/2026 Regular 0.00 1,092.50 60624
000415 Before the Movie Inc 01/12/2026 Regular 0.00 1,003.00 60625
000561 Brigantino Irrigation 01/12/2026 Regular 0.00 5,053.57 60626
000601 C AR Diagnostics Center 01/12/2026 Regular 0.00 141.25 60627
000869 Cintas Corporation 01/12/2026 Regular 0.00 821.42 60628
005165 D.R. Horton 01/12/2026 Regular 0.00 61,635.00 60629
001043 Dataflow Business Systems Inc 01/12/2026 Regular 0.00 12.50 60630
001264 Don Chapin Company Inc 01/12/2026 Regular 0.00 1,158.39 60631
001409 ELC Consulting 01/12/2026 Regular 0.00 9,377.00 60632
001556 Federal Express 01/12/2026 Regular 0.00 63.21 60633
001813 GRAINGER 01/12/2026 Regular 0.00 333.52 60634
001988 ICONIX Waterworks Inc 01/12/2026 Regular 0.00 10,360.62 60635
001997 Independent Business Forms Inc ~ 01/12/2026 Regular 0.00 521.53 60636
002423 Johnson Lumber Company 01/12/2026 Regular 0.00 64.39 60637
002699 Kennedy/Jenks Consultants Inc. 01/12/2026 Regular 0.00 153,084.00 60638
002766 Kronick, Moskovitz, Tiedemann & Gir 01/12/2026 Regular 0.00 14,818.50 60639
003249 McMaster-Carr Supply Co 01/12/2026 Regular 0.00 1,318.31 60640
003399 Mission Village Voice Media LLC 01/12/2026 Regular 0.00 544.00 60641
003487 New SV Media, Inc 01/12/2026 Regular 0.00 2,257.40 60642
003752 Pitney Bowes 01/12/2026 Regular 0.00 912.14 60643
003796 Raftelis 01/12/2026 Regular 0.00 13,348.75 60644
004293 San Luis & Delta-Mendota WA 01/12/2026 Regular 0.00 26,270.50 60645
004364 Sentry Alarm Systems 01/12/2026 Regular 0.00 120.00 60646
004450 Specialty Construction Inc. 01/12/2026 Regular 0.00 1,231,262.80 60647
004680 Thomison RuetersiWaest 01/12/2026 Regular 0.00 697.13 60648
004728 Todd Groundwater 01/12/2026 Regular 0.00 40,748.79 60649
004802 Turbo Time Welding 01/12/2026 Regular 0.00 375.00 60650
004810 U.S. Bank Corporation 01/12/2026 Regular 0.00 12,168.75 60651
004811 U.S. Geological Survey 01/12/2026 Regular 0.00 25,752.50 60652
004830 USA BlueBook 01/12/2026 Regular 0.00 1,289.77 60653
004854 Verdant Commercial Capital LLC 01/12/2026 Regular 0.00 263.79 60654
000604 C. Overaa & Co 01/12/2026 Bank Draft 0.00 842,175.00 162861218

Bank Code AP Summary

Payable Payment

Payment Type Count Count Discount Payment
Regular Checks 57 32 0.00 1,617,698.03
Manual Checks 0 0 0.00 0.00
Voided Checks 0 0 0.00 0.00
Bank Drafts i 1 0.00 842,175.00
EFT's 3 1 0.00 5,727.50

61 34 0.00 2,465,600.53




Check Register Packet: APPKT00216-Board Claims January 12, 2026

Fund Summary

Fund Name Period Amount

999 Pooled Cash 1/2026 2,465,600.53
2,465,600.53




Check Register Packet: APPKT00216-Board Claims January 12, 2026

Authorization Signatures

Board Claims Approval

STATE OF CALIFORNIA
COUNTY OF SAN BENITO

| DO HEREBY CERTIFY, UNDER THE PENALTY OF PERJURY AT HOLLISTER, CALIFORNIA, THAT THE FOREGOING DEMANDS ENUMERATED HAVE BEEN AUDITED; THAT THE SAME
ARE ACCURATE AND JBTCLAIMS AGAINST THE DISTRICT; AND THAT THERE ARE FUNDS AVAILABLE FOR PAYMENT.

™

Dana Jacobson, General Mayger VZ

-8

J/ ¢ i -

Brett Miller, Assistant General Manager

Doug Williams, Board President
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Vendor Name

Vendor Number

¥ A-1 Services
Payment Type Payment Number
Check
Payable Number Description

Janitorial Services

Vendor Number Vendor Name

Alan Zeisbrich
Payment Type Payment Number
Check
Payable Number Description
2025 Consulting Services

Vendor Number Vendor Name
QORALS Before the Movie inc
Payment Type Payment Number
Check

Payable Number Description
On-Screen Ad

Vendor Number Vendor Name

5 Brigantino Irrigation
Payment Type Payment Number
Check

Payable Number Description
27 Maintenance Supplies
Maintenance Supplies

Vendor Number Vendor Name
601 C A R Diagnostics Center

Payment Type Payment Number
Check
Payable Number Description
7 Vehicle Maintenance #19

Vendor Name
C. Overaa & Co
Payment Type Payment Number

Vendor Number

Bank Draft i
Payable Number Description
Contracted Services

Vendor Name
Cintas Corporation
Payment Type Payment Number

Vendor Number

Check
Payable Number Description
134 Weekly Service
Weekly Service
Weekly Service

Safety Boots

Payable Date
01/02/2026

Payable Date
01/02/2026

Payable Date
01/01/2026

Payable Date
09/30/2025
12/12/2025

Payable Date
12/08/2025

Payable Date
12/15/2025

Payable Date
12/16/2025
12/23/2025
12/30/2025
12/29/2025

Payment Register
APPKT00216 - Board Claims January 12, 2026
01 - Vendor Set 01

Total Vendor Amount

828.00
Payment Date  Payment Amount
01/08/2026 828.00
Due Date Discount Amount Payable Amount
02/28/2026 0.00 828.00

Total Vendor Amount

1,092.50
Payment Date  Payment Amount
01/08/2026 1,092.50
Due Date Discount Amount Payable Amount
02/01/2026 0.00 1,092.50

Total Vendor Amount

1,003.00
Payment Date  Payment Amount
01/08/2026 1,003.00
Due Date Discount Amount Payable Amount
01/31/2026 0.00 1,003.00

Total Vendor Amount

5,053.57
Payment Date  Payment Amount
01/08/2026 5,053.57
Due Date Discount Amount Payable Amount
10/30/2025 0.00 4,901.43
01/11/2026 0.00 152.14

Total Vendor Amount

141.25
Payment Date  Payment Amount
01/08/2026 141.25
Due Date Discount Amount Payable Amount
01/07/2026 0.00 141.25

Total Vendor Amount

842,175.00
Payment Date  Payment Amount
01/12/2026 842,175.00
Due Date Discount Amount Payable Amount
01/14/2026 0.00 842,175.00

Total Vendor Amount

821.42

Payment Date  Payment Amount

01/08/2026 821.42
Due Date Discount Amount Payable Amount
01/15/2026 0.00 214.05
01/22/2026 0.00 214.05
01/29/2026 0.00 214.05
01/28/2026 0.00 179.27

Lo 7
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Payment Register
Vendor Number Vendor Name

D.R. Horton

Payment Type

Payment Number
Check
Payable Number Description

[0y

FIE Capacity Fee Reimbursement
Vendor Number Vendor Name
¢ Dataflow Business Systems inc
Payment Type Payment Number
Check
Payable Number Description
1449 Copier Maintenance/ Supplies

Vendor Name
Don Chapin Company Inc
Payment Number

Vendor Number
G4
Payment Type

Check
Payable Number

00

Description

Maintenance Supplies
Maintenance Supplies
Maintenance Supplies

Vendor Name
ELC Consulting

Vendor Number

Payment Type Payment Number
Check
Payable Number Description

PHP, Wordpress, Themes & Plugin updates
Monthly Service Agreement
Monthly Service Agreement
Monthly Service Agreement

Vendor Name
Federal Express
Payment Number

Vendor Number

Payment Type

Check
Payable Number

b

Description
Shipping Charges

Vendor Number Vendor Name
313 GRAINGER
Payment Type Payment Number

Check
Payable Number

Description
Maintenance Supplies
Maintenance Supplies

Vendor Name
Gutierrez Consultants
Payment Number

Vendor Number

Payment Type
EFT

Payable Number Description

204 Consulting Services
Consulting Services

Consulting Services

Payable Date
01/07/2026

Payable Date
12/22/2025

Payable Date
12/03/2025
12/23/2025
12/23/2025

Payable Date
12/16/2025
01/01/2026
01/01/2026
01/01/2026

Payable Date
12/05/2025

Payable Date
12/11/2025
12/11/2025

Payable Date
12/30/2025
12/30/2025
12/30/2025

APPKT00216 - Board Claims January 12, 2026

Due Date
02/06/2026

Due Date
01/06/2026

Due Date

01/02/2026
01/22/2026
01/22/2026

Due Date

01/15/2026
01/31/2026
01/31/2026
01/31/2026

Due Date
12/20/2025

Due Date
01/10/2026
01/10/2026

Due Date

01/29/2026
01/29/2026
01/29/2026

Total Vendor Amount

61,635.00
Payment Date  Payment Amount
01/08/2026 61,635.00
Discount Amount Payable Amount
0.00 61,635.00
Total Vendor Amount
12.50
Payment Date  Payment Amount
01/08/2026 12.50
Discount Amount Payable Amount
0.00 12.50
Total Vendor Amount
1,158.39
Payment Date  Payment Amount
01/08/2026 1,158.39
Discount Amount Payable Amount
0.00 318.58
0.00 699.68
0.00 140.13
Total Vendor Amount
9,377.00
Payment Date  Payment Amount
01/08/2026 9,377.00
Discount Amount Payable Amount
0.00 900.00
0.00 6,897.00
0.00 1,480.00
0.00 100.00
Total Vendor Amount
63.21
Payment Date  Payment Amount
01/08/2026 63.21
Discount Amount Payable Amount
0.00 63.21
Total Vendor Amount
333,52
Payment Date  Payment Amount
01/08/2026 333.52
Discount Amount Payable Amount
0.00 150.58
0.00 182.94
Total Vendor Amount
5,727.50
Payment Date  Payment Amount
01/08/2026 5,727.50
Discount Amount Payable Amount
0.00 2,900.00
0.00 1,160.00
0.00 1,667.50




Payment Register
Vendor Number Vendor Name
3 ICONIX Waterworks Inc
Payment Type Payment Number
Check
Payable Number Description
i Maintenance Supplies

Vendor Number Vendor Name
Galoey Independent Business Forms nc
Payment Type Payment Number
Check
Payable Number Description
y Office Supplies

Vendor Number Vendor Name
. ‘] Johnson Lumber Company
Payment Type Payment Number
Check
Payable Number Description

Engineering Supplies
Maintenance Supplies

Vendor Number Vendor Name
3 Kennedy/Jenks Consultants Inc.
Payment Type Payment Number
Check
Payable Number Description

Engineering Services
Engineering Services

Vendor Number Vendor Name
4 i Kronick, Moskovitz, Tiedemann & Girard
Payment Type Payment Number
Check
Payable Number Description

Legal Services
Legal Services
Legal Services
Legal Services

Vendor Number Vendor Name
: McMaster-Carr Supply Co

Payment Type Payment Number
Check

Payahle Number Description
Maintenance Supplies
Maintenance Supplies
Maintenance Supplies

Vendor Number Vendor Name
Mission Village Voice Media LLC
Payment Type Payment Number

Check
Payable Number Description
Monthly Print Ad
Vendor Number Vendor Name

New SV Media, inc
Payment Type Payment Number
Check
Payable Number Description
515 12/12/25 Public Notice

APPKT00216 - Board Claims January 12, 2026

Total Vendor Amount
10,360.62
Payment Date  Payment Amount
01/08/2026 10,360.62
Payable Date  Due Date Discount Amount Payable Amount
12/10/2025 01/09/2026 0.00 10,360.62

Total Vendor Amount

521.53
Payment Date  Payment Amount
01/08/2026 521.53
Payable Date  Due Date Discount Amount Payable Amount
12/18/2025 01/17/2026 0.00 521.53

Total Vendor Amount

64.39
Payment Date  Payment Amount
01/08/2026 64.39
Payable Date  Due Date Discount Amount Payable Amount
12/12/2025 01/10/2026 0.00 36.01
12/18/2025 01/10/2026 0.00 28.38

Total Vendor Amount

153,084.00
Payment Date  Payment Amount
01/08/2026 153,084.00
Payable Date  Due Date Discount Amount Payable Amount
12/30/2025 03/31/2024 0.00 84,117.47
12/30/2025 01/29/2026 0.00 68,966.53

Total Vendor Amount

14,818.50

Payment Date  Payment Amount

01/08/2026 14,818.50
Payable Date  Due Date Discount Amount Payable Amount
12/16/2025 01/15/2026 0.00 3,905.00
12/16/2025 01/15/2026 0.00 410.00
12/16/2025 01/15/2026 0.00 1,056.00
12/16/2025 01/15/2026 0.00 9,447.50

Total Vendor Amount

1,318.31
Payment Date  Payment Amount
01/08/2026 1,318.31
Payable Date Due Date Discount Amount Payable Amount
10/28/2025 11/27/2025 0.00 56.71
12/11/2025 01/10/2026 0.00 892.41
12/15/2025 01/14/2026 0.00 369.19

Total Vendor Amount

544.00
Payment Date  Payment Amount
01/08/2026 544.00
Payable Date  Due Date Discount Amount Payable Amount
12/16/2025 12/16/2025 0.00 544.00

Total Vendor Amount

2,257.40
Payment Date  Payment Amount
01/08/2026 2,257.40
Payable Date  Due Date Discount Amount Payable Amount
12/08/2025 01/07/2026 0.00 197.00

Page



Payment Register
T

12/26/25 Public Notice
12/26/25 Public Notice

Vendor Number Vendor Name
Pitney Bowes
Payment Type Payment Number

Check
Payable Number Description
Mail System Rental -Quarterly
Vendor Number Vendor Name
5 Raftelis
Payment Type Payment Number
Check
Payable Number Description
Consulting Services
Vendor Number Vendor Name
[ San Luis & Delta-Mendota WA
Payment Type Payment Number
Check
Payable Number Description
4 WY22 Final Accounting
Vendor Number Vendor Name

Sentry Alarm Systems
Payment Type Payment Number

Check
Payable Number Description
25 Quarterly Monitoring
Vendor Number Vendor Name

L

Specialty Construction Inc.
Payment Type Payment Number

Check
Payable Number Description
3 ADRoP ASR Well Site and Pipeline Project -Phase 2

Vendor Number Vendor Name
iy Thomson Rueters-West

Payment Type Payment Number

Check
Payable Number Description

Water Code Updates

Vendor Number Vendor Name
b4 Todd Groundwater
Payment Type Payment Number
Check
Payable Number Description
Engineering Services

£

Vendor Number Vendor Name
EE Turbo Time Welding
Payment Type Payment Number
Check
Payable Number Description
110 Maintenance Services

12/22/2025
12/22/2025

Payable Date
12/19/2025

Payable Date
12/15/2025

Payable Date
12/30/2025

Payable Date
12/15/2025

Payable Date
12/31/2025

Payable Date
12/30/2025

Payable Date
12/08/2025

Payable Date
12/18/2025

APPKT00216 - Board Claims January 12, 2026
01/21/2026 0.00 423.40
01/21/2026 0.00 1,637.00

Total Vendor Amount

912.14
Payment Date  Payment Amount
01/08/2026 912.14
Due Date Discount Amount Payable Amount
02/06/2026 0.00 912.14

Total Vendor Amount

13,348.75
Payment Date  Payment Amount
01/08/2026 13,348.75
Due Date Discount Amount Payable Amount
12/13/2025 0.00 13,348.75

Total Vendor Amount

26,270.50
Payment Date  Payment Amount
01/08/2026 26,270.50
Due Date Discount Amount Payable Amount
01/29/2026 0.00 26,270.50

Total Vendor Amount

120.00
Payment Date  Payment Amount
01/08/2026 120.00
Due Date Discount Amount Payable Amount
01/14/2026 0.00 120.00

Total Vendor Amount

1,231,262.80
Payment Date  Payment Amount
01/08/2026 1,231,262.80
Due Date Discount Amount Payable Amount
01/01/2026 0.00 1,231,262.80

Total Vendor Amount

697.13
Payment Date  Payment Amount
01/08/2026 697.13
Due Date Discount Amount Pavable Amount
01/29/2026 0.00 697.13

Total Vendor Amount

40,748.79
Payment Date  Payment Amount
01/08/2026 40,748.79
Due Date Discount Amount Payable Amount
01/07/2026 0.00 40,748.79
Total Vendor Amount
375.00
Payment Date  Payment Amount
01/08/2026 375.00
Due Date Discount Amount Payable Amount
01/17/2026 0.00 375.00

Page 4 of 7



Payment Register

Vendor Number Vendor Name

Check
Payable Number
BERRLIN

Vendor Number Vendor Name

18 U.S. Bank Corporation
Payment Type Payment Number

Description

Monthly Statement
Monthly Statement
Monthly Statement
Maonthly Statement
Monthly Statement
Monthly Statement

id U.S. Geological Survey

Payment Type Payment Number

Check
Payable Number
7

Vendor Number Vendor Name
830 USA BlueBook

Description
Water Data Collection

Payment Type Payment Number

Check
Payable Number
HY

Vendor Number Vendor Name

Check
Payable Number

Description
Maintenance Supplies
Maintenance Supplies

4 Verdant Commercial Capital LLC
Payment Type Payment Number

Description
Copier Lease

Payable Date
12/22/2025
12/22/2025
12/22/2025
12/22/2025
12/22/2025
12/22/2025

Payable Date
07/10/2025

Payable Date
12/09/2025
12/09/2025

Payable Date
12/12/2025

APPKT00216 - Board Claims January 12, 2026

Due Date

01/21/2026
11/24/2025
12/10/2025
01/21/2026
01/21/2026
01/21/2026

Due Date
09/08/2025

Due Date
01/08/2026
01/08/2026

Due Date
01/06/2026

Total Vendor Amount

12,168.75
Payment Date  Payment Amount
01/08/2026 12,168.75
Discount Amount Payable Amount
0.00 1,573.06
0.00 2,200.05
0.00 2,090.20
0.00 135.82
0.00 2,468.76
0.00 3,700.86

Total Vendor Amount

25,752.50
Payment Date  Payment Amount
01/08/2026 25,752.50
Discount Amount Payable Amount
0.00 25,752.50

Total Vendor Amount

1,289.77
Payment Date  Payment Amount
01/08/2026 1,289.77
Discount Amount Payable Amount
0.00 808.11
0.00 481.66

Total Vendor Amount

263.79
Payment Date  Payment Amount
01/08/2026 263.79
Discount Amount Payable Amount
0.00 263.79




Payment Register

Bank Code
AP

AP
AP

Type

Manual Bank Draft

Check
EFT

Packet Totals:

Payable
Count

1

57

3

61

Payment
Count

1

32

1

34

Discount
0.00

0.00
0.00
0.00

APPKT00216 - Board Claims January 12, 2026

Payment
842,175.00

1,617,698.03
'5,727.50
2,465,600.53

Payment Summary




Payment Register APPKT00216 - Board Claims January 12, 2026
Cash Fund Summary

Fund Name Amount
999 Pooled Cash -2,465,600.53

Packet Totals: ©-2,465,600.53




San Benito County Water District
Agenda Transmittal
Agenda Item: 2
Meeting Date: January 12, 2026
Submitted By: Jeff Cattaneo

Presented By: Jeff Cattaneo

Agenda Title: Consider Adoption of Recommendations in 2025 Report on Groundwater
Conditions Prepared Pursuant to Section 7.6 of the District Act

Detailed Description: The San Benito County Water District (District or SBCWD) was formed
in 1953 by a special act (District Act) of the State with responsibility and authority to manage
groundwater. The District Act authorizes the Board of Directors, at its discretion, to direct staff
to prepare an annual report on groundwater conditions of the District and its zones of benefit,
such as Zone 6, the area for distribution of Central Valley Project (CVP) water. The annual
report on groundwater conditions (addressing the previous water year from October 1 through
September 30) also summarizes activities of the District for protection and augmentation of
water supplies and provides management recommendations. Annual reports on groundwater
conditions for Zone 6 have been prepared since the 1970s.

As reported in the 2024 Annual Groundwater Report, the North San Benito Basin was not in
overdraft. Total groundwater pumping for water year 2025 as measured by the District’s hour
meters was 18,384 ac-ft. Percolation of local surface water from Hernandez and Paicines
reservoirs totaled 5,056 ac-ft, representing 27% of the total water pumped. In Addition to the
water released from Hernandez and Paicines reservoirs, 1,650 ac-ft of CVP water was percolated
into the basin for recharge representing 9% of the water pumped. Groundwater conditions for
2025 remain much the same as 2024. Therefore, the North San Benito Basin is not in overdraft,
and no remedial actions are required.

From my review of the data and information prepared for the 2025 Report on Groundwater
Conditions I recommend the following actions which are responsive to the District Act:
e Continue to purchase and supply all imported CVP water available under the District’s
contract and any additional supplies that can reasonably be attained.
o Continue to operate Hernandez and Paicines reservoirs for percolation to improve
downstream groundwater conditions.
e Continue off-channel percolation of CVP water as available and expand percolation
capabilities.
e Levy a groundwater charge in Zone 6 as substantiated and recommended in the 2025 Report
on Groundwater Conditions. The groundwater charge for the USBR contract year (March

-1-



2026-February 2027) is recommended to be $14.30 per acre-foot (AF) for agricultural use in
Zone 6 and a groundwater charge of $14.30 per AF is recommended for M&I use.

The District’s Act requires that the annual report on groundwater conditions be filed with the
clerk of the board for the District on the third Monday in December and that a public hearing
regarding the annual report be held on the second Monday in January and that 10-day prior
notice of the public hearing be published in a newspaper of general circulation.

The clerk of the board for the District received the 2025 Report on Groundwater Conditions on
December 15, 2025 and notice of the January 12, 2026 public hearing was published more than
10-days before the public hearing.

Materials Included:
1. 2025 Engineer’s Report on Groundwater Conditions

Financial Impact: Yes X No

Funding Source/ Recap: N/A

Recommendation: Board to accept the 2025 Report on Groundwater Conditions and adopt its
recommendations.

Action Required: Resolution X Motion Review

Board Action

Accept the 2025 Report on Groundwater Conditions and Adopt its Recommendations

Motion By Second By

Ayes Abstained

Noes Absent

Reagendized Date No Action Taken




« S
5 TR ¢ 4

.°°.f" ov. ,195?.’. ::
""lfbl.i}"ig P
' AN
."‘\\\ef\%\\\“‘

San Benito County Water District Annual Groundwater Assessment

December 2025




TODDBR

GROUNDWATER

December 5, 2025

MEMORANDUM REPORT

LY

To: Dana Jacobson, San Benito County Water District
From: Maureen Reilly, PE and Iris Priestaf, PhD
Re: San Benito County Water District Annual Groundwater Report for January

12, 2026 Meeting of the Board of Directors

The San Benito County Water District (District or SBCWD) was formed in 1953 by a special
act (District Act) of the State with responsibility and authority to manage groundwater. The
District Act authorizes the Board of Directors, at its discretion, to direct staff to prepare an
annual report on groundwater conditions of the District and its zones of benefit, such as
Zone 6, the area for distribution of Central Valley Project (CVP) water. The groundwater
report (addressing the previous water year from October 1 through September 30) also
summarizes activities of the District for protection and augmentation of water supplies and
provides management recommendations. Annual Groundwater Reports have been prepared
since the 1970s.

In response to the 2014 Sustainable Groundwater Management Act (SGMA), the District
became the exclusive Groundwater Sustainability Agency (GSA) for the North San Benito
Groundwater Basin (Basin) in San Benito County. In coordination with Santa Clara Water
District (Valley Water), the GSA for the Santa Clara County portion of the Basin, the District
led preparation of a Groundwater Sustainability Plan (GSP) for the Basin that was submitted
to the California Department of Water Resources (DWR) in January 2022 and received
Approval from DWR in July 2023. Starting in 2022, the District shifted Annual Groundwater
Report preparation to align with the requirements of SGMA, and SGMA Annual Reports for
water years 2021 - 2024 (Todd 2022, 2023, 2024, 2025) have been prepared for local use
and submittal to DWR. The District recently initiated preparation of the SGMA Annual
Report for water year 2025 in accordance with SGMA and consistent with the District Act.
District Act requirements are listed in Appendix A of recent SGMA Annual Reports. The
water year 2025 SGMA Annual Groundwater Report is planned for completion by April 1,
2026.

This brief Memorandum Report has been prepared at the direction of the SBCWD Board of
Directors to address requirements of the District Act, while recognizing that the SGMA
Annual Report will provide the substantial documentation that has been presented in pre-
SGMA Annual Groundwater Reports.
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1. GROUNDWATER BASIN CONDITIONS

As documented in the GSP (Todd 2021), the Basin is not in overdraft. Historical overdraft
was halted through importation of CVP water and other management actions. In water year
(WY) 2025, CVP allocations (set by the United States Bureau of Reclamation or USBR) started
relatively low but were increased over the spring season. In February 2025, CVP initial
allocations were set at 35 percent for agricultural uses and 75 percent for municipal and
industrial (M&l) uses. In late March, the USBR increased the allocation for agricultural uses
to 40 percent. In late April, this allocation was increased to 50 percent and finally in May,
USBR announced the CVP 2025 water supply allocations were 55 percent for agricultural
uses and 80 percent for M&I uses (USBR 2025).

Table 1 shows that WY 2025 M&I and agricultural groundwater pumping increased relative
to WY 2024 but still remained below WY 2022 when CVP imports were set at 0 percent for
agriculture and at public health and safety volumes for M&I users. It should be noted that
Table 1 relies on power meters for monitoring agricultural pumping while the SGMA Annual
Report will use numerical model-simulated pumping.

Table 1. Groundwater Production in Zone 6 by Water Year, acre-feet per year

Wy Wy WY wy Wy WYy Wy

2019 2020 2021 2022 2023 2024 2025

Agriculture* 15,423 17,021 22,614 23,945 13,147 13,132 14,909

Municipal &

) 2,660 3,514 6,067 5,840 4,769 2,321 3,475
Industrial

While WY 2025 was a below average year hydrologically (80 percent of normal),
groundwater levels and storage reserves in North San Benito Basin have stabilized. The
District continues to manage the Basin to maintain water levels above the quantitative
minimum thresholds that are protective of beneficial uses of groundwater (Todd 2025).

2. WATER SUPPLIES AND MANAGEMENT ACTIVITIES

As described in the previous SGMA Annual Reports and pre-SGMA Annual Groundwater
Reports, water supply sources available in Zone 6 include local groundwater, imported CVP
water, recycled water, and local surface water.

The District contract with USBR provides up to 35,550 acre-feet per year (AFY) of imported
water for agricultural use and 8,250 AFY for M&l use. As noted above, CVP allocations were
increased to 55 percent and 80 percent for agricultural and M&lI uses, respectively. While
this was higher than WY 2024, the late season increase of allocations resulted in less CVP

San Benito County Water District
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water delivered to users in the basin. WY 2025 CVP use was about 94 percent of WY 2024
CVP use. Figure 1 shows the delivered CVP water by user type over the last 38 years.

An additional 1,650 AF of CVP water was used to recharge the groundwater basin across the
basin including near San Benito River (Hollister Recycled water ponds and along Union
Road), Arroyo Los Viboras (Frog Ponds), and Tres Pino Creek.

Figure 1. CVP Deliveries by User Type (WY 1988- WY 2025)
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CVP and the other non-groundwater water sources are used conjunctively with local
groundwater. The District has consistently worked to maintain groundwater storage in the
Basin to serve as an important water source in dry years when CVP and other sources are
restricted. District groundwater management projects (also described in GSP Chapter 8,
Todd 2021) are focused on increasing water importation, local water storage, managed
aquifer recharge, and water recycling, all of which maintain and increase local groundwater
storage.

Ongoing management actions include groundwater level, quality, and water use monitoring,
data compilation and analysis, numerical modeling, water conservation, water quality
improvement programs, stakeholder outreach, reporting, and administrative activities
among others that contribute to long-term sustainability.
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3. RECOMMENDATIONS
The following recommendations are responsive to the District Act:

e Continue to purchase and supply all imported CVP water available under the District’s
contract and any additional supplies that can reasonably be attained.

e Continue to operate Hernandez and Paicines reservoirs for percolation to improve
downstream groundwater conditions.

e Continue off-channel percolation of CVP water as available and expand percolation
capabilities.

e Levy a groundwater charge in Zone 6 as substantiated and recommended in the 2025
Annual Groundwater Report. The groundwater charge for the USBR contract year
(March 2026-February 2027) is recommended to be $14.30 per acre-foot (AF) for
agricultural use in Zone 6 and a groundwater charge of $14.30 per AF is recommended
for M&I use.

4. REFERENCES

US Bureau of Reclamation, Reclamation boosts California’s 2025 Central Valley Project
water supply allocations, https://www.usbr.gov/newsroom/news-release/5143, April 28,
2025.

Todd Groundwater (Todd),2025, 2024, 2023, 2022, 2021 Annual Groundwater Report,
March.

Todd Groundwater (Todd), 2021, North San Benito Groundwater Sustainability Plan,
November.
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San Benito County Water District
Agenda Transmittal
Agenda Item: 3
Meeting Date: January 12, 2026
Submitted By: Jeff Cattaneo

Presented By: Jeff Cattaneo

Agenda Title: Consider Adoption of Zone 6 Groundwater Charges for March 1, 2026 through
February 28, 2027 Recommended by 2025 Report on Groundwater Conditions

Detailed Description: The San Benito County Water District (District or SBCWD) was formed
in 1953 by a special act (District Act) of the State with responsibility and authority to manage
groundwater. The District Act authorizes the Board of Directors to levy a groundwater charge for
the production of water from the groundwater supplies within a zone or zones of the District which
will benefit from the recharge of underground water supplies or the distribution of imported water
in such zone or zones.

The District has established Zone 6, which benefits from imported CVP water which is delivered
for agricultural and municipal and industrial purposes, as well as for direct groundwater recharge.
It has prepared an annual report on groundwater conditions in Zone 6 since the 1970s.

The District’s Act requires that the annual report on groundwater conditions include specific
information, including a recommendation as to “whether or not a groundwater charge should be
levied in any zone or zones of the district during the ensuing water year.” The District Board must
hold a public hearing on the second Monday of January of each year to provide the public with an
opportunity to support or protest the annual report on groundwater conditions, including the
recommendation to levy a groundwater charge. A public hearing on the 2025 Report on
Groundwater Conditions in Zone 6 is scheduled on January 12, 2026.

After the Board has held a public hearing on the 2025 Report on Groundwater Conditions in Zone
6, it must then hold another public hearing before adopting the groundwater charge recommended
by the 2025 Report on Groundwater Conditions in Zone 6.

Under the District Act, the groundwater charge “shall not exceed the costs reasonably borne by
the district in the period of the charge in providing the water supply service authorized by [the
District Act].” Furthermore, pursuant to Proposition 26, a “charge imposed for a specific
government service or product provided directly to the payor that is not provided to those not
charged” is not a “tax,” as defined in California Constitution, Art. XIIIC, section 1(e), if it “does
not exceed the reasonable costs to the local government of providing the service or product.”



The 2025 Report on Groundwater Conditions in Zone 6 recommended that the District impose a
groundwater charge of $14.30 per acre-foot (AF) for agricultural use in Zone 6 and a groundwater
charge of $14.30 per AF for M&I use.

The District contracted with Raftelis to prepare a Cost of Service analysis for the groundwater
charges recommended by the 2025 Report on Groundwater Conditions in Zone 6, which is attached
as Exhibit A to Resolution 2026-02. The Cost of Service analysis prepared by Raftelis
demonstrates that the groundwater charges do not exceed the reasonable cost of providing water
supply service to groundwater users in Zone 6 who benefit from imported CVP supplies.

Materials Included:
e 2025 Engineer’s Report on Groundwater Conditions
e Draft Resolution Zone 6 Groundwater Rates

Financial Impact: Yes X No
Funding Source/ Recap: N/A

Recommendation: Board to adopt Resolution 2026-02 Establishing Groundwater Charges in
Zone 6 for March 1, 2026 through February 28, 2027.

Action Required: X Resolution Motion __Review

Board Action

Adopt Resolution 2026-02 Establishing Groundwater Charges in Zone 6 for March 1, 2026
through February 28, 2027

Motion By Second By

Ayes Abstained

Noes Absent

Reagendized Date No Action Taken
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MEMORANDIIM REPORT
MEMORANDUM REPORT

To: Dana Jacobson, San Benito County Water District
From: Maureen Reilly, PE and Iris Priestaf, PhD
Re: San Benito County Water District Annual Groundwater Report for January

12, 2026 Meeting of the Board of Directors

The San Benito County Water District (District or SBCWD) was formed in 1953 by a special
act (District Act) of the State with responsibility and authority to manage groundwater. The
District Act authorizes the Board of Directors, at its discretion, to direct staff to prepare an
annual report on groundwater conditions of the District and its zones of benefit, such as
Zone 6, the area for distribution of Central Valley Project (CVP) water. The groundwater
report (addressing the previous water year from October 1 through September 30) also
summarizes activities of the District for protection and augmentation of water supplies and
provides management recommendations. Annual Groundwater Reports have been prepared
since the 1970s.

In response to the 2014 Sustainable Groundwater Management Act (SGMA), the District
became the exclusive Groundwater Sustainability Agency (GSA) for the North San Benito
Groundwater Basin (Basin) in San Benito County. In coordination with Santa Clara Water
District (Valley Water), the GSA for the Santa Clara County portion of the Basin, the District
led preparation of a Groundwater Sustainability Plan (GSP) for the Basin that was submitted
to the California Department of Water Resources (DWR) in January 2022 and received
Approval from DWR in July 2023. Starting in 2022, the District shifted Annual Groundwater
Report preparation to align with the requirements of SGMA, and SGMA Annual Reports for
water years 2021 - 2024 (Todd 2022, 2023, 2024, 2025) have been prepared for local use
and submittal to DWR. The District recently initiated preparation of the SGMA Annual
Report for water year 2025 in accordance with SGMA and consistent with the District Act.
District Act requirements are listed in Appendix A of recent SGMA Annual Reports. The
water year 2025 SGMA Annual Groundwater Report is planned for completion by April 1,
2026.

This brief Memorandum Report has been prepared at the direction of the SBCWD Board of
Directors to address requirements of the District Act, while recognizing that the SGMA
Annual Report will provide the substantial documentation that has been presented in pre-
SGMA Annual Groundwater Reports.
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1. GROUNDWATER BASIN CONDITIONS

As documented in the GSP (Todd 2021), the Basin is not in overdraft. Historical overdraft
was halted through importation of CVP water and other management actions. In water year
(WY) 2025, CVP allocations (set by the United States Bureau of Reclamation or USBR) started
relatively low but were increased over the spring season. In February 2025, CVP initial
allocations were set at 35 percent for agricultural uses and 75 percent for municipal and
industrial (M&I) uses. In late March, the USBR increased the allocation for agricultural uses
to 40 percent. In late April, this allocation was increased to 50 percent and finally in May,
USBR announced the CVP 2025 water supply allocations were 55 percent for agricultural
uses and 80 percent for M&I uses (USBR 2025).

Table 1 shows that WY 2025 M&I and agricultural groundwater pumping increased relative
to WY 2024 but still remained below WY 2022 when CVP imports were set at O percent for
agriculture and at public health and safety volumes for M&I users. It should be noted that
Table 1 relies on power meters for monitoring agricultural pumping while the SGMA Annual
Report will use numerical model-simulated pumping.

Table 1. Groundwater Production in Zone 6 by Water Year, acre-feet per year

wy Wy Wy Wy WYy Wy Wy

2019 2020 2021 2022 2023 2024 2025

Agriculture* 15,423 17,021 22,614 23,945 13,147 13,132 14,909

Municipal &

- 2,660 3,514 6,067 5,840 4,769 2,321 3,475
Industrial

While WY 2025 was a below average year hydrologically (80 percent of normal),
groundwater levels and storage reserves in North San Benito Basin have stabilized. The
District continues to manage the Basin to maintain water levels above the quantitative
minimum thresholds that are protective of beneficial uses of groundwater (Todd 2025).

2. WATER SUPPLIES AND MANAGEMENT ACTIVITIES

As described in the previous SGMA Annual Reports and pre-SGMA Annual Groundwater
Reports, water supply sources available in Zone 6 include local groundwater, imported CVP
water, recycled water, and local surface water.

The District contract with USBR provides up to 35,550 acre-feet per year (AFY) of imported
water for agricultural use and 8,250 AFY for M&I use. As noted above, CVP allocations were
increased to 55 percent and 80 percent for agricultural and M&I uses, respectively. While
this was higher than WY 2024, the late season increase of allocations resulted in less CVP
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water delivered to users in the basin. WY 2025 CVP use was about 94 percent of WY 2024
CVP use. Figure 1 shows the delivered CVP water by user type over the last 38 years.

An additional 1,650 AF of CVP water was used to recharge the groundwater basin across the
basin including near San Benito River (Hollister Recycled water ponds and along Union
Road), Arroyo Los Viboras (Frog Ponds), and Tres Pino Creek.

Figure 1. CVP Deliveries by User Type (WY 1988- WY 2025)
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CVP and the other non-groundwater water sources are used conjunctively with local
groundwater. The District has consistently worked to maintain groundwater storage in the
Basin to serve as an important water source in dry years when CVP and other sources are
restricted. District groundwater management projects (also described in GSP Chapter 8,
Todd 2021) are focused on increasing water importation, local water storage, managed
aquifer recharge, and water recycling, all of which maintain and increase local groundwater
storage.

Ongoing management actions include groundwater level, quality, and water use monitoring,
data compilation and analysis, numerical modeling, water conservation, water quality
improvement programs, stakeholder outreach, reporting, and administrative activities
among others that contribute to long-term sustainability.
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3. RECOMMENDATIONS

The following recommendations are responsive to the District Act:

e Continue to purchase and supply all imported CVP water available under the District’s
contract and any additional supplies that can reasonably be attained.

e Continue to operate Hernandez and Paicines reservoirs for percolation to improve
downstream groundwater conditions.

e Continue off-channel percolation of CVP water as available and expand percolation
capabilities.

e Levy a groundwater charge in Zone 6 as substantiated and recommended in the 2025
Annual Groundwater Report. The groundwater charge for the USBR contract year
(March 2026-February 2027) is recommended to be $14.30 per acre-foot (AF) for
agricultural use in Zone 6 and a groundwater charge of $14.30 per AF is recommended
for M&I use.

4. REFERENCES

US Bureau of Reclamation, Reclamation boosts California’s 2025 Central Valley Project
water supply allocations, https://www.usbr.gov/newsroom/news-release/5143, April 28,
2025.

Todd Groundwater (Todd),2025, 2024, 2023, 2022, 2021 Annual Groundwater Report,
March.

Todd Groundwater (Todd), 2021, North San Benito Groundwater Sustainability Plan,
November.
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RESOLUTION NO. 2026-02

A RESOLUTION OF THE BOARD OF DIRECTORS
OF THE SAN BENITO COUNTY WATER DISTRICT
ESTABLISHING GROUNDWATER CHARGES IN ZONE 6
FOR MARCH 1, 2026 THROUGH FEBRUARY 28, 2027

WHEREAS, pursuant to Section 70-7.6 of the San Benito County Water
District (“District”) Act, the District prepared a report on groundwater
conditions for Zone 6 (“Final Annual Groundwater Report for Water Year 2025”)
which includes the information required by the District Act; and

WHEREAS, pursuant to Section 70-7.7 of the District Act, the Final
Annual Groundwater Report for Water Year 2025 was delivered to the clerk of
the board of the District on the third Monday in December; and

WHEREAS, pursuant to Section 70-7.7 of the District Act, the clerk of
the board of the District published a notice of receipt of the Final Annual
Groundwater Report for Water Year 2025, of the public hearing to be held on
January 12, 2026, and inviting owners of water-producing facilities to examine
the Final Annual Groundwater Report for Water Year 2025 in a newspaper of
general circulation; and

WHEREAS, pursuant to Section 70-7.7 of the District Act, the Board of
Directors held a public hearing on the second Monday of January 2026 to
review and receive public comment on the Final Annual Groundwater Report
for Water Year 2025; and

WHEREAS, the Final Annual Groundwater Report for Water Year 2025
recommends that a groundwater charge be levied; and

WHEREAS, as required by Section 70-7.8 of the District Act and
Proposition 26, the District prepared a Cost of Service Analysis for the
groundwater charge, attached hereto as Exhibit A, which determined that the
recommended groundwater charge does not exceed the reasonable cost of
providing water service to groundwater users; and

WHEREAS, pursuant to Section 70-7.8 of the District Act, the Board of
Directors, following the close of the public hearing on the Final Annual
Groundwater Report for Water Year 2025, held a public hearing to determine if
the groundwater charge recommended by the Final Annual Groundwater
Report for Water Year 2025 should be levied in Zone 6; and

NOW, THEREFORE, BE IT RESOLVED AND ORDERED pursuant to
Section 70-7.8 of the District Act that the groundwater charges for March 1,
2026 through February 28, 2027 are hereby levied assessed and fixed against
all persons operating groundwater producing facilities within Zone 6 as follows:

e Water Primarily for Municipal and Industrial Purposes: $14.30 per acre-foot
¢ Water Primarily for Agricultural Purposes: $14.30 per acre-foot




BE IT FURTHER RESOLVED AND ORDERED pursuant to Section 70-
7.10 of the San Benito County Water District Act that each operator of a water
producing facility not measured with a water measuring device and/or not
producing water from said facility shall file a statement verified by a written
declaration made under penalty of perjury on or before the 31st day of January
in each year until such time as said facility has been permanently abandoned,
setting forth a total production in acre feet of water for the preceding calendar
year (excluding the month in which the statement is due), a general description
or number locating each water-producing facility, and the method or basis of
the computation of such water production or that no water has been produced
from said water-producing facility.

BE IT FURTHER RESOLVED AND ORDERED that should the operation
of a water-producing facility fail to file the aforementioned statement, said
operator shall be assessed in addition to an interest charge calculated at the
rate of 1% for each month on the delinquent amount of the groundwater
charge, a penalty representing 10% of the amount found by the District to be
due.

BE IT FURTHER RESOLVED that continued replenishment of the
groundwater supplies of Zone 6 is necessary;

BE IT FURTHER RESOLVED that the Cost of Service Study attached
hereto as Exhibit A and incorporated herein by this reference determined that
the groundwater charge does not exceed the costs reasonably borne by the
District in the period of the charge in providing the water supply service
authorized by the District Act in Zone 6, and .

BE IT FURTHER RESOLVED AND ORDERED that the term “primary” or
“primarily” is defined in Exhibit “B” attached hereto and incorporated herein
by this reference. ‘

BE IT FURTHER RESOLVED that the following criteria shall be used in
computing the amount of water produced from a water-producing facility,
which is not measured by a measuring device:

Inside water use shall be determined on the basis of 0.05 acre feet per
person, per residence or dwelling unit, plus a base water use of 0.10 acre
feet per residence or dwelling unit.

Outside water use for irrigation shall be determined on the basis of 0.09
acre feet per 1000 square feet of watered land up to 2.0 acres. For water
areas greater than 2.0 acres generally accepted unit water duties based
on crop type and irrigation method as determined by the District shall be
used.

Outside water use for livestock watering shall be determined on the basis
of 0.02 acre feet per animal unit up to 10 and 0.01 acre feet per animal
unit for each unit above 10.



Outside water use for fowl shall be determined on the basis of 0.005 acre
feet per 100 fowl.

PASSED AND ADOPTED at a Regular Meeting of the Board of Directors of the

San Benito County Water District held on the 12t day of January, 2026 by the
following vote:

AYES: DIRECTORS:
NOES: DIRECTORS:
ABSENT: DIRECTORS:

ABSTAIN: DIRECTORS:



(Signature of presiding Board member
Attested by Board Secretary
Resolution #2026-02)

ATTEST: APPROVED:
Barbara L. Mauro, Mark Wright,
Board Secretary President



- EXHIBIT A

COST OF SERVICE ANALYSIS
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December 8, 2025

Mr. Brett Miller

Assistant General Manager

San Benito County Water District
30 Mansfield Road

Hollister, CA 95023

Subject: Zone 6 Water Financial Plan, Cost-of-Service, and Rate Study - DRAFT Report
Dear Mr. Miller:

Raftelis is pleased to provide this Zone 6 Water Financial Plan, Cost-of-Service, and Rate Study Report for
the San Benito County Water District (SBCWD) to help SBCWD maintain its strong financial position as it
addresses water quality, supply, and reliability issues, as well as to establish water rates that are equitable and
align with Proposition 218 and Proposition 26.

The major objectives of the study include the following:

e Develop a financial plan for the water enterprise to ensure financial sufficiency, meet operation and
maintenance (O&M) costs, ensure sufficient funding for capital needs, and maintain required reserve
levels

e Conduct a current water cost-of-service that aligns with Prop. 218 and Prop. 26

e Propose water and power rates for Water Years (WY) starting March 1, 2026, March 1, 2027, and
March 1, 2028

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

It has been a pleasure working with you, and we thank you and the SBCWD staff for the support provided
during the course of this study.

Sincerely,

“Thusase Wyt 5

Theresa Jurotich, P.E., PMP
Manager, Raftelis

SATE vl Dulig ¥

www.raftelis.com
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1. Executive Summary

The San Benito County Water District (SBCWD) engaged Raftelis Financial Consultants, Inc. (Raftelis) to
conduct a comprehensive water rates and charges study that could be utilized to evaluate and optimize user
charges for SBCWD’s water service while ensuring a proportionate recovery of costs from the various user

classes. This report documents the resultant findings, analyses, and recommendations.

SBCWD manages the water resources within San Benito County and is the Groundwater Sustainability
Agency for the county. SBCWD provides retail and wholesale water services, including raw water, treated
water, and recycled water, in addition to managing the local groundwater basin. SBCWD owns two surface
water treatment plants and manages local and imported surface water through the San Benito River System
and the San Felipe Distribution System, respectively. A portion of the drinking water delivered to the
Sunnyslope County Water District and City of Hollister becomes recycled water (from the City of Hollister’s
reclamation plant) that is used for irrigation. The imported water improves overall water quality as the
groundwater available from local aquifers has varying levels of salts and high mineral content.

The major objectives of this study include the following:

o Develop a 10-year financial plan for Zone 6 to ensure financial sufficiency and funding for operation
and maintenance, capital improvement, and capital replacement expenses.

e Conduct a cost-of-service analysis for water services and proportionately allocate the costs of
providing services.

o Develop proposed water rates.

o Develop a report that demonstrates the nexus between SBCWD costs and rates, to align with the
requirements of Proposition 218 and Proposition 26.

This report summarizes the water rate study’s financial plan and rate development key findings and
recommendations.

The study is informed by SBCWD’s policy objectives, the current Zone 6 water rates, and the legal
requirements in California (namely, Proposition 218). The resulting cost-of-service analyses and rate design
processes consider all these factors and follows five key steps, outlined below, to derive proposed rates that
fulfill SBCWD’s policy objectives, meet industry standards, and align with Proposition 218.

This study was also conducted using industry-standard principles outlined by the American Water Works
Association’s Manual M1 titled Principles of Water Rates, Fees and Charges, Seventh Edition.

1. Financial Plan: Develop cash flow projections for Zone 6 to determine the amount of revenue
required from water rates to fully recover the costs of providing service.

2. Cost-of-Service Analysis: Allocate total costs to rate components, based on source of supply and
customers’ unique characteristics.

3. Rate Design: Develop rates for different types of water sources and customers classes, based on cost of
service, that generate sufficient revenues to recover costs, and communicate policy preferences of the
agency.
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4. Report Preparation: Develop a study report to document the underlying inputs, assumptions,
analyses, and results of the rate study.

5. Rate Adoption: Proposed rates may be adopted by SBCWD only after holding a public hearing in
accordance with Proposition 218 requirements.

Raftelis conducted a cash flow analysis to evaluate whether existing water rates adequately fund Zone 6’s
various expenses over the planning period. Annual projections of revenues, O&M expenses, debt service
payments, and capital expenditures through FY 2036 were developed with SBCWD staff. The financial
planning model enables SBCWD to set rates and charges to generate sufficient revenue to meet its short-term
and long-term obligations, including reserve fund requirements. Table 1-1 shows the proposed revenue
adjustments for the rate setting period (FY 2026 — FY 2028) as well as potential future revenue adjustments
for planning purposes. Revenue adjustments occur on March 1 for each year. This proposed scenario allows
SBCWD to slowly draw down reserves, build a more reliable water supply, and meet growing demand.

| Effective Date Increase

3/1/2026 2%
3/1/2027 2%
3/1/2028 2%
3/1/2029 2%
3/1/2030 2%
3/1/2031 2%
3/1/2032 2%
3/1/2033 2%
3/1/2034 2%
3/1/2035 2%

Key factors influencing the need for proposed revenue adjustments include:
e Cost inflation: operating costs continue to rise year-over-year due to inflationary pressures.
o Planned capital expenditures: While the water reliability and supply project capital project costs are
designed to be recovered through specific rates and charges, the remainder of Zone 6 capital projects
need to be funded, including annual improvements to the pipelines.

Table 1-2 shows the proposed financial plan incorporating the proposed revenue adjustments and projected
water reliability and capacity fee revenue.
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Line item Y 2925 EY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 3033 Y 1038 FY 43S FY 2336

Revenues
1 Water Sales and Power Charges $3,424,302 $3,457,998 $3,492,895 $3,528,968 $3,566,214 $3,596,582 $3,630,473 $3,664,532 $3,700,100 $3,736,676 $3,774,594
2 Total Adjustments $22,829 $92,674 $165,340 $240,968 $319,705 $400,808 $485,286 $572,926 $664,059 $758,769 $857,290
3 Water Reliability Charge (1] $593,045 $623,328 $654,987 $688,043 $722,535 $754,011 $788,159 $823,149 $859,781 $897,801 $937,448
4  Capacity Fee Revenue $1,721,671 $5,865,926 $6,264,225 $6,667,673 $7,089,689 $5,959,085 $6,844,373 $7,080,026 $7.620,352 $8,074,137 48,614,558

Other Revenue

S Other Operating Revenue $22,000 $22,330 $22,665 $23,005 $23,350 $23,700 $24,056 $24,417 $24,783 $25,155 $25,532
6  Finished Water $8,878,168  $8,318,332  $8,495979  $B,679,263  $8,868,347  $9,058,449  $8,913,386  $9,116,704  $9,326,697  $9,543,241  $8,748,694
7 Costof Stored & Acquired Water [2] $972,672 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419
8  General Purpose Tax $1,049,500  $1,065243  $1,081,221  $1,097,439 1,113,901  $1,130,610  $1,147,569  $1,164,782  $1,182,254  $1,199,988  $1,217,988
9 Land Only Tax $11,121,500 $11,455,145 $11,798,799 $12,152,763 $12,517,346 $12,892,867 $13,279,653 $13,678,042 $14,088,383 $14,511,035 $14,946,366
10 Other Non-Operating Revenues $1,270,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250
11 _Interest Income $2,489,636  $1,789,077  $1,421,115  $1,264,661  $1,110,174 $991,307 $875,699 $790,679 $775,880 $724,299 $136,417
12 Total Revenue $31,565,573  $33,892,721 $34,599,896  $35,545,452  $36,533,930 $36,010,087 $37,191,322 $38,117,926 $39,444,957 $40,673,769  $40,461,554
13 Grants $19,986,890 50 $0 $0 S0 o 50 $0 S0 S0 $0
Expenses
14 0&M $17,920,100 $19,953,168  $23,050,330  $23,296,465 $23,972,833  $23,613,921 $23,997,216 $24,489,435 $25,016,841 $25,581,324  $25571,827
15  Existing Debt Service $2,464,577  $3,860,865  $3,860,043  $3,860,104  $3,862,799  $3,746,208  $3,399,428  $3,397,216  $3,399,982  $3,399478  $3,398,579
16 Proposed Debt Service $0  $3,500,000  $3,500,000  $3,500,000  $4,201,045  $4,201,045  $4,201,045  $4,201,045  $4,201,045  $4,201,045  $4,201,045
17 _ Capital Projects - Cash Funded (3] $4,780,695 $147,067  $6,988,600  $8,138,370  §$7,828,475 _ $5,555,456  $13,602,590 $25,410,265  $3,812,709  $7.453,698 $12,041,426
18 Total Expenses $25,165,371  $27,461,100 $37,398,972  $38,794,939  $39,865,152 $37,116,630 $45,200,280 $57,497,961  $36,430,577 $40,635545  $45,212,877
19 Net Cash Flow (Annual Surplus/(Deficit)) $26,387,092  $6,431,621  ($2,799,077)  ($3,249,487) ($3,331,222) ($1,106,543) ($8,008,958) ($19,380,036)  $3,014,380 $38,224  ($4,751,322)
20 Beginning Balance $75,291,348 $101,678,440 $108,110,061 $105,310,984 $102,061,497 498,730,275 $97,623,731 589,614,774 $70,234,738  $73,249,118  $73,287,342
21 Ending Balance $101,678,440 $108,110,061 $105,310,984 $102,061,497 $98,730,275 $97,623,731 $89,614,774 $70,234,738  $73,249,118 $73,287342  $68,536,020
22 Target Reserve $40,107,536  $47,911,321  $51,443,139  $49,994,309  $50,601,289  $53,213,648 $52,502,421 $53,545,832 $54,819,311 $54,960,542  $48,541,982
Debt Coverage
23 Caleulated 5.54 1.89 157 1.66 1.56 1.56 1.74 178 1.90 1.99 1.96
24 _Required 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20

[1] For the benefit of existing customers.
{2) Cost of Stored and Acquired Water cost not already captured within Finished Water. This is a pass-through cost from USBR.
(3) Cash from rate-based revenues, general purpose tax revenue, and capacity fees.

Line 1 shows revenue from current rates (effective March 1, 2025), assuming no increase in rates; only
increased demand at the water treatment plants. Revenue from current rates includes San Felipe Distribution
water (for Ag and M&l), groundwater (for Ag and M&I), recycled water, and power charges. Line 2 shows
the additional revenue received from the revenue adjustments proposed in Table 1-1. Lines 3 and 4 show the
projected water reliability charge revenue and capacity fee revenue. Lines 5-11 show the other revenue line
items including Finished Water (which recovers direct pass-through of finished water costs), the Cost of
Stored and Acquired Water (based on USBR costs), General Purpose Tax, and Land Only Tax revenues.
Interest revenues (Line 11) decrease due to declining reserve balances caused by funding major capital
projects with reserves. Line 12 shows the projected total revenues. Line 13 shows grant revenue for the water
reliability project. Lines 14 — 17 summarize the O&M expense projections, debt-related expenses, and capital
outlays. Line 19 shows the annual surplus/deficit. Lines 20 and 21 show the beginning and ending Zone 6
fund balance, respectively. The ending balance is projected to be drawn down over the planning horizon.
Line 22 shows the target reserves for Zone 6. Lines 23 and 24 show the calculated and required debt service
coverage ratio. The proposed financial plan supports financial sufficiency and solvency for SBCWD to meet
projected expenditures and financial obligations, including debt service, debt coverage, and reserve targets.

Figure 1-1 graphically illustrates the operating Financial Plan — it compares existing (current) and proposed
revenues with projected expenses. The stacked bars show expenses, including O&M expenses, debt service,
and cash-funded CIP. Total revenues at existing and proposed rates are shown by horizontal black dashed
and black solid lines, respectively. Current revenue from existing rates (dashed line) does not meet future total
expenses (it is below the total expenses each year from FY 2027 — FY 2036) and shows the nexus to the
proposed revenue adjustments.
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SBCWD'’s rates are all a uniform rate based on the amount of water extracted (groundwater) or water
demanded (surface water), on a $/acre-foot ($/AF) basis.

1.3.1. Agricultural Water Rates

The current and proposed agricultural water rates through FY 2028 are shown in Table 1-3. The March 1,
2026 Cost of Stored & Acquired Water' component was provided by SBCWD as a direct pass-through of
USBR costs. The other rate components (SLDMWA, SCVWD, and SBCWD) are based on cost-of-service.
All rate components for March 1, 2027 and March 1, 2028 are escalated in accordance with the overall
revenue adjustment. Rates have been rounded up to the nearest dollar.

! Pass-through cost from USBR. 16



1San Fetipe: Agricultural Current March 1, 2026 March 1, 2027 March 1, 2028
Cost of Stored & Acquired Water [1] $119.65 $110.00 $112.00 $115.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVWD [2] $55.91 $57.00 $59.00 $61.00
SBCWD $§118.47 $83.00 $85.00 $87.00
Total $306.00 $263.00 $270.00 $278.00
San Felipe: Agricultural Current March 1, 2026 MNarch 1, 2027 March 1, 2028
Full Cost (RRA Section 205(al(3}))
Cost of Stored & Acquired Water [1] $119.65 $110.00 $112.00 $115.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVWD [2] $55.91 $57.00 $59.00 $61.00
SBCWD $118.47 $83.00 $85.00 $87.00
Total $306.00 $263.00 $270.00 $278.00
San Felipe: Agricultural Current March 1, 2026 Masch 1, 2027 March 1, 2028
Fult Cost (RRA Section 202(3})
Cost of Stored & Acquired Water [1] $119.65 $110.00 $112.00 $115.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVWD [2] $55.91 $57.00 $59.00 $61.00
SBCWD $118.47 $83.00 $85.00 $87.00
Total $306.00 $263.00 $270.00 $278.00

(1] Cost of Stored & Acquired Water for March 1, 2026 provided by SBCWD. Other years escalated.
This is a pass-through cost from USBR.
[2] Subject to pass-through if actual costs higher than projected.

1.3.2. M&l Water Rates

Current and proposed M&I rates are shown in Table 1-4. SBCWD calculated the Cost of Stored & Acquired
Water? component of the San Felipe rate in a separate model based on USBR rates for March 1, 2026. The
other rate components (SLDMWA, SCVWD, and SBCWD) are based on cost-of-service. All rate
components for March 1, 2027 and March 1, 2028 are escalated in accordance with the overall revenue
adjustment. Rates have been rounded up to the nearest dollar.

2 Pass-through cost from USBR.
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San Felipe: Non-Agricultural (VM &l) Current March 1, 2026 March 1, 2027 March 1, 2628

Whalesale

Cost of Stored & Acquired Water [1] $412.36 $152.00 $156.00 $160.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVWD [2] $55.91 $57.00 $59.00 $61.00
SBCWD $142.76 $195.00 $199.00 $203.00
Total $623.00 $417.00 $428.00 $439.00
San Felige: Small Parcet Service, Current March 1, 2026 March 1,2027 Marchl, 2028
Non-Agricultural (M&t)
Cost of Stored & Acquired Water [1] $412.36 $152.00 $156.00 $160.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVWD (2] $55.91 $57.00 $59.00 $61.00
SBCWD $142.76 $195.00 $199.00 $203.00
Total $623.00 $417.00 $428.00 $439.00

[1] Cost of Stored & Acquired Water provided by SBCWD. This includes a pass-through of USBR costs.
[2] Subject to pass-through if actual costs higher than projected.

1.3.3. Water Reliability Charge

Table 1-5 shows the projected water reliability charge. This charge is designed to recover costs associated with
enhancing reliability of the water supply for M&I customers with the construction of the Accelerated Drought
Response Project.

Water Reliahility Charge [1] Current March 1,2026 Marchl,2027 Marchi, 2028
All M&I Customers $250.00 $137.00 $140.00 $143.00
[1] Charge to cover reliability projects for the benefit of existing customers.

1.3.4. Groundwater Rates

Table 1-6 shows the current and proposed groundwater rates, which are based on the cost-of-service analysis
for March 1, 2026. The rates for March 1, 2027 and March 1, 2028 are escalated in accordance with the
overall revenue adjustment. Rates have been rounded up to the nearest dollar. While the cost-of-service
analysis shows a need for increased rates for March 1, 2026, per the District’s direction, the rates will remain
unchanged until March 1, 2027, whereupon the rates shown for March 1, 2027 and March 1, 2028 would be
implemented on those dates.

Table 1-6: Current and Proposed Groundwater Rates, $/AF
Groundwater Charges Current March 1, 2026 March 1,2027 March 1, 2028
{Well customers)
Ag $14.30 $17.00 $18.00 $19.00
M&| $14.30 $21.00 $22.00 $23.00
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| Groundwater Charges Current March 1, 2026 March 1,2026 March 1,2027 March 1, 2028

(Well customers) CoS Proposed Propased Proposed
Ag $14.30 $17.00 $14.30 $18.00 $19.00
M&! $14.30 $21.00 $14.30 $22.00 $23.00

1.3.5. Recycled Water Rates

Table 1-7 shows the current and proposed recycled water rates and power charges related to pumping recycled
water. The March 1, 2026 rates are based on the cost-of-service. The subsequent recycled water rates are
escalated in accordance with the overall revenue adjustment. The subsequent recycled water power costs are
escalated in accordance with the presumed power cost escalator. The recycled water power charge is also
subject to additional pass-through increases if actual costs are higher than projected. Rates have been rounded
up to the nearest dollar.

Recycled Water Rates Current March 1,2026 March 1,2027 March 1, 2028
Recycled Water $306.00 $263.00 $269.00 $275.00
Power Charge* $108.30 $154.00 $160.00 $166.00

* Subject to pass-through if actual costs higher than projected.

1.3.6. Power Charge

Table 1-8 shows the current and proposed power charges. The rates are based on the cost-of-service rates. If
the pass-through portion of the power charges increases, these charges are subject to those pass-throughs. The
rates for March 1, 2027 and March 1, 2028 are escalated in accordance with the presumed power charge
escalator. Rates have been rounded up to the nearest dollar.

Power Charge Current March 1,2026 March1,2027 March 1, 2028
Subsystem 2* $43.10 $46.00 $48.00 $50.00
Subsystem 6H* $43.10 $46.00 $48.00 $50.00
Subsystem 9L* $100.70 $113.00 $117.00 $122.00
Subsystem 9H* $100.70 $113.00 $117.00 $122.00
All other subsystems* $43.10 $46.00 $48.00 $50.00

* Subject to pass-through if actual costs higher than projected.

Note that tables through the report may not add due to rounding.
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2. Introduction

San Benito County Water District (SBCWD) manages the water resources within San Benito County and is
the Groundwater Sustainability Agency for the county. SBCWD provides retail and wholesale water services,
including raw water, treated water, and recycled water, in addition to managing the local groundwater basin.
SBCWD owns two surface water treatment plants and manages local and imported surface water through the
San Benito River System and the San Felipe Distribution System, respectively. A portion of the drinking
water delivered to the Sunnyslope County Water District and City of Hollister becomes recycled water (from
the City of Hollister’s reclamation plant) that is used for irrigation. The imported water improves overall
water quality as the groundwater available from local aquifers has varying levels of salts and high mineral
content.

SBCWD engaged Raftelis Financial Consultants, Inc. (Raftelis) to conduct a comprehensive water rates and
fees study that could be utilized to evaluate and optimize user charges for SBCWD'’s water service while
ensuring a proportionate recovery of costs from the various user classes. This report documents the resultant
findings, analyses, and recommendations.

The scope of this study includes the development of cost-based water rates through a comprehensive cost-of-
service analysis and rate-design study process. The three major processes are as follows:

e Financial Planning: User information and three-year average water usage data are compiled.
Operating and capital costs are compiled and revenue requirements are projected for Fiscal Year (FY)
2026 through FY 2036. Financial planning involves estimation and projection of annual O&M and
capital expenditures, annual debt service and reserve requirements, operating and capital revenue
sources, and the determination of required revenues from rates and charges.

o Cost-of-Service Analysis: The cost-of-service analysis apportions annual revenue requirements to the
different user classes, demonstrating the nexus between the cost of providing water service to the
various user classes and the revenue collected from each class. This approach is based on standard
industry practice and commensurate with the legal requirements of Proposition 218.

e Rate Design: Rate design involves the development of a schedule of rates for each of the different user
classes, to proportionately recover the costs attributable to them while considering the pricing
objectives of SBCWD.
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3. Rate Setting Methodology

As stated in the AWWA M1 Manual, “the costs of water rates and charges should be recovered from classes
of customers in proportion to the cost of serving those customers.” The four major steps to develop utility
rates that comply with Proposition 218 and industry standards while meeting other emerging goals and
objectives of the utility are discussed below.

The rate-making process starts by determining the test year (rate setting year) revenue requirement. The
revenue requirement should sufficiently fund the utility’s O&M, debt service, capital expenses, and other
identified costs with funding to reserves (positive cash) or using reserves (negative cash), all based on a long-
term financial plan.

The annual cost of providing water service is distributed among customer classes commensurate with their
service requirements. A cost-of-service analysis involves allocating costs to customer classes in proportion to
their burden on the water system.

| ANl

Rates do more than simply recover costs. Within the legal framework and industry standards, properly
designed rates should support and optimize a blend of various utility objectives, such as promoting water
conservation, affordability for essential needs, and revenue stability, among other objectives. Rates may also
act as a public information tool in communicating these objectives to customers.

Rate adoption is the last step of the rate-making process and is part of the procedural requirements of
Proposition 218. Raftelis documents the rate study results in this report to serve as the utility’s administrative
record and a public education tool about the proposed changes, the rationale and justifications behind the
changes, and their anticipated financial impacts.

Government Code §54999.7(c) requires that water and wastewater agencies must conduct a cost-of-service
study a minimum of every ten years. Raftelis conducted a comprehensive cost-of-service rate study for
SBCWD in Section 5 and documented the results and findings in this report. This study focuses on
developing a financial plan and cost projections for the next ten years. The proposed revenue adjustments
resulting from the financial plan will be applied to calculate the proposed rates for FY 2026, FY 2027, and
FY 2028.

Appendix A contains a summary of the legal authority and procedural requirements as summarized by
Kronick Moskovitz Tiedemann & Girard.
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4. Financial Plan

SBCWD is a special district that owns and operates capital facilities to provide treated and raw water
supplies to both wholesale and retail water service customers. The water delivered by SBCWD to its
wholesale and retail customers is sourced exclusively from the Central Valley Project (“CVP”) pursuant
to SBCWD’s contract with the United States Bureau of Reclamation (USBR). In addition to operating its
existing facilities, SBCWD is responsible for investigating new sources of water supplies that can satisfy
the anticipated future demand for new growth.

This document identifies SBCWD’s revenues sources, and then discusses how those revenue sources are
allocated to pay for SBCWD’s costs associated with providing water service.

This is a working document intended to provide information that can be used to supplement the narrative
discussion of changes to SBCWD’s water rates in an existing Fee Study prepared by Raftelis.

L SBCWD’s Revenue Sources

SBCWD’s sources of revenue include:

J Portion of County-Wide 1% Levy. The District receives a portion of the County-wide 1% ad
valorem tax property tax levy. The property tax collected on behalf of the District is limited to a
maximum total levy, which is adjusted annually based on a cost of living factor and a population
factor in accordance with Article XIIIB of the California Constitution. For Fiscal Year 2023-24,
the Zone 6 share of this levy was approximately $1.0 million.

. Additional Land Tax Levy. In addition, the District levies a land tax equal to $0.25 per $100.00
of assessed land value for all parcels within Zone 6 to pay for the construction, operating,
maintenance and capital repayment of the distribution system and the District’s share of the San
Felipe Division and San Felipe Distribution System Facilities. This tax is collected for the District
by the County. For Fiscal Year 2023-24, this Zone 6 land levy generated approximately $10.4
million.

o Standby & Availability Charge (per-acre land charge). The Standby & Availability charge is
applicable only to parcels of land that receive, or are eligible to receive, water service from the
San Felipe Distribution System either by direct delivery or by special agreement and is based on
the fact that water is available to those particular parcels of land. The District Act authorizes the
District to set an annual Standby & Auvailability charge, by resolution, on or before the first day of
July in any calendar year, up to a maximum of $10.00 per acre per year. Currently, the District
levies $6.00 per acre per year.

o Agricultural and M&I Water Charges (per acre-foot water rate). The basis for the water charges
are the operations and maintenance costs associated with the delivery of Zone 6 water to
agricultural and M&I customers. These costs include the District's share of the operations and
maintenance costs for the CVP, the SLDMWA (which operates a portion of the CVP under
contract with USBR), the Reach 1 facility maintained by the SCVWD as well as the District’s own
operation and maintenance costs. Also included are interest costs related to water service from the
CVP.
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Recycled Water Charges (per acre-foot water rate). As described elsewhere, certain parcels in the
District’s service area receive recycled water from the City of Hollister’s water reclamation
facility, for which they pay a per acre-foot rate of $306.00, consistent with the cost per acre-foot
for CVP Zone 6 water.

Groundwater Extraction Charges. The District does not have any groundwater wells of its own
and does not pump any groundwater. However, the District does charge customers with
groundwater wells within Zone 6 an extraction charge of $14.31 per acre-foot. The groundwater
charge is based on the costs reasonably borne by the District in providing the water supply service
in the period of charge. The amount charged for groundwater pumped from wells is largely based
on amounts well-owners self-report to the District.

Power Charges. The basis for the power charge is the cost of pumping, transmission and
distribution of power associated with delivery of water to customers. These costs include pumping
associated with the USBR pumping facilities, District pumping stations for specific subsystems,
and power costs associated with San Justo Reservoir and the San Felipe Distribution system. The
District has consolidated the power charge into the outside subsystem 9 and those within
subsystem 9. Subsystem 9 is unique due to additional pumping requirements. The rates are based
on the cost-of-service rates. If the pass-through portion of the power charges increases, these
charges are subject to those pass-throughs.

Regulatory Overuse Charge. Although not shown in the table, water used over the allocation(s)
will be billed the regulatory overuse charge. This regulatory charge is to encourage conservation
and discourage overuse, and is the current spot market rate, with a maximum of $2,000 per acre
foot. This Regulatory Overuse Charge is subject to change based on water supply.

Water Reliability Charge. Effective March 1, 2023, M&I customers have been paying a new
water supply-reliability charge for the District’s Accelerated Drought Response Project (ADRoP).
This charge is designed to recover costs associated with enhancing reliability of the water supply
for M&I customers (although the pledge of revenues for the 2025 Bonds is from all Zone 6
revenues). This $55 million dollar project will be offset with $20 million in grant proceeds and the
remainder with bond proceeds.

Water Capacity Fee. The District anticipates imposing a connection fee of $12,265 per
connection for new water connections within Zone 6 for new future water supplies related to
growth within Zone 6.

Other Water Sales and Well Permit Fee. SBCWD also derives revenue from water sales of its
CVP water supplies when excess water is available that cannot be used by existing customers.
Well permit fee revenue is to recover costs associated with staff issuing and reviewing necessary
documents in relation to a well being drilled. Fees and the authority to issue permits are set by the
County of San Benito. These fees are not part of the Zone 6 revenues.

Groundwater Monitoring and Management Costs: SBCWD is a Groundwater Sustainability
Agency (“GSA”) and obtains revenues from regulatory fees that are charged to groundwater users.
These fees are exclude from the rate calculation.

Zone 3 Tax: As a point of reference as Zone 3 is not part of the Zone 6 rate study, the District
receives an Ad valorem tax Parcel Tax from landowners near the San Benito River.
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Reviewing a utility’s revenue requirement is a key first step in the rate study process. Raftelis analyzed annual
operating revenue under the status quo, operation and maintenance (O&M) expenses, transfers between
funds, and reserve requirements. This section of the report provides a discussion of the projected revenues,
O&M expenses, reserve funding requirements, and the revenue adjustments needed to support fiscal
sustainability and solvency.

SBCWD receives revenues through the sale of raw and treated water from its customers as well as tax
revenues and other income. SBCWD Zone 6 serves agricultural, municipal and industrial, and recycled water
customers. Agricultural and municipal and industrial customers that receive San Felipe Water are charged for
water supply and power. Water charges include SBCWD’s share of the operating and maintenance costs for
the United States Bureau of Reclamation (USBR) Central Valley Project, the San Luis Delta Mendota Water
Authority (SLDMWA), the Reach 1 facility maintained by the Santa Clara Valley Water District (SCVWD),
and SBCWD’s own operating and maintenance costs. Interest costs for the USBR Central Valley Project are
also included. Municipal and industrial customers also are charged for the water reliability project.

San Felipe Distribution Water system customers also pay a power charge depending on the subsystem in
which they are located. Power charges recover costs associated with pumping, transmission, and distribution
power associated with the delivery of water to customers. These costs include pumping associated with the
USBR puling facilities, SBCWD pumping stations for specific subsystems, and power costs associated with
the San Justo Reservoir and the San Felipe Distribution system.

Agricultural and municipal and industrial customers that extract groundwater are charged based on the
amount of groundwater extracted. The charge is based on SBCWD’s costs in providing the water supply
service.

Those customers receiving recycled water pay a rate that recover operations, maintenance, and power supply
costs associated with the delivery of recycled water.

4.1.1. Current Water and Power Rates

All rate-based revenue is based on $/acre-feet (§/AF); the SBCWD does not collect a customer or monthly
meter charge. The SBCWD generally sets rates effective at the start of each water year (WY), March 1.
Table 4-1 shows San Felipe Distribution Water, Power, Groundwater, and Recycled Water rates in effect as
of March 1, 2025. All charges are uniform rates based on water use in acre-feet (AF).
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San Felipe Distribution Water Rates Effective March 1, 2025, S/AF Saq Felipe Distributian Water Rates Effective March 1, 2025, 3/AF

San Felipe Distribution System Water Charges (Water Supply) Power Charges

Agricultural(1) Subsystem 2 $43.10
Cost of Stored & Acquired Water $119.65 Subsystem 6H $43.10
SLDMWA $11.97 Subsystem 9L $100.70
SCVWD $55.91 Subsystem 9H $100.70
SBCWD $118.47 All Other Subsystems $43.10

Agricultural - Total $306.00

Non-Agricultural (Municipal & Industrial) - Wholesale
Cost of Stored & Acquired Water $412.36  Groundwater Charges
SLDMWA $11.97 Metered
SCVWD $55.91 Water Primarily for Municipal & Industrial Purposes $14.30
SBCWD $142.76 Water Primarily for Agricultural Purposes $14.30
Water Reliability Charge $250.00

Non-Agricultural (Municipal & Industrial) - Wholesale $873.00 Recycled Water Charges

Non-Agricultural/ Small Parcel (Municipal & Industrial) Recycled Water Charge $306.00
Cost of Stored & Acquired Water $412.36 Power Charge $108.30
SLDMWA $11.97 Minimum Annual Purchase of Water for Each Parcel $700.00
SCVWD $55.91 (applied to water charge)
SBCWD $142.76
Water Reliability Charge $250.00

Non-Agricultural/ Small Parcel (Municipal & Industrial) $873.00

(1) Agricultural, Full Cost (RRA Section 205(a)(3), Full Cost (RRA Section 202(3))

4.1.2. Projected Water and Power Use

Based on discussions with SBCWD staff, the assumption is that growth will occur with respect to the water
required from the treatment plants (Finished Water). The SBCWD’s engineer, HDR, has estimated a low-
growth scenario of approximately 3 percent per year through FY 2030 then lowering to about 2.5 percent per
year in the final water supply and treatment master plan report’. At SBCWD staff direction, we are using that
low demand scenario for water usage from the water treatment plants (M&I WTP Plants) and that no growth
occurs in the other customer classes. SBCWD staff made this recommendation because it more closely aligns
with recent growth trends and expected future development. Table 4-2 summarizes the projected water usage.

Custamer Usage Data FY 2026 FY2027 FY2028 FY2029 FY2030 FY2031 FY2032Z FY2033 FY2034 FY2035 FY2036
San Felipe Distribution Water
Ag 5,970 5,970 5,970 5,970 5,970 5,970 5,970 5,970 5,970 5,970 5,970
Ag Full Cost 1,740 1,740 1,740 1,740 1,740 1,740 1,740 1,740 1,740 1,740 1,740
M&l 97 97 97 97 97 97 97 97 97 97 97
M&I Small Parcel 132 132 132 132 132 132 132 132 132 132 132
M&I (WTP Plants) 4,100 4,224 4,352 4,484 4,620 4,732 4,856 4,981 5,111 5,246 5,385
Total Surface Water (AF) 12,039 12,162 12,290 12,423 12,559 12,671 12,795 12,920 13,050 13,184 13,323
Recycled Water 420 420 420 420 420 420 420 420 420 420 420

Groundwater - Wells

Ag 16,310 16,310 16,310 16,310 16,310 16,310 16,310 16,310 16,310 16,310 16,310
M&l 4,800 4,800 4,800 4,800 4,800 4,800 4,800 4,800 4,800 4,800 4,800
Total Groundwater 21,110 21,110 21,110 21,110 21,110 21,110 21,110 21,110 21,110 21,110 21,110
Total Water Usage (AF) 33,569 33,692 33,820 33,953 34,089 34,201 34,325 34,450 34,580 34,714 34,853

3 Kennedy, Holly, et al., “Final San Benito Urban Areas Water Supply and Treatment Master Plan Update”, HDR,
Folsom, California, October 2023.
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Table 4-3 shows the projected power usage. All power usage remains flat except for Subsystem 9L, which
includes the Lessalt water treatment plant, and All Other Subsystems, which includes the West Hills water
treatment plant. :

Pawer System FY2026 FY2027 FY2028 FY2029 FYZ2030 FY2031 FY2032 FY2033 FY2034 FY2035 FY2036

Subsystem 2 173 173 173 173 173 173 173 173 173 173 173
Subsystem 6H 41 41 41 41 41 41 41 41 41 41 41
Subsystem 9L 1,364 1,404 1,446 1,490 1,535 1,571 1,612 1,653 1,696 1,740 1,786
Subsystem 9H 154 154 154 154 154 154 154 154 154 154 154
All Other Subsystems 10,158 10,241 10,327 10,416 10,508 10,582 10,666 10,750 10,837 10,927 11,021
Recycled Power Charge 420 420 420 420 420 420 420 420 420 420 420
Total Power-Related Usage 12,309 12,433 12,561 12,693 12,830 12,941 13,066 13,191 13,321 13,455 13,594

4.1.3. Revenue Projections
4.1.3.1. Rate Revenue

Table 4-4 shows the projected rate revenue based on current rates and projected water use. San Felipe
Distribution water revenues exclude the cost of stored and acquired water component* as that rate is a direct
pass-through of USBR costs.

San Felipe Dist. Water* $2,348,575 52,374,600 $2,401,559 $2,429,426 $2,458,199 $2,481,659 $2,507,841 $2,534,152 $2,561,630 $2,589,885 $2,619,178
Power Charges $599,848 $607,519 $615,458 $623,663 $632,136 $639,044 $646,753 $654,501 $662,592 $670,912 $679,537
Groundwater $301,873 $301,873 $301,873 $301,873 $301,873 $301,873 $301,873 $301,873 $301,873 $301,873 $301,873
Recycled Water & Power $174,006 $174,006 $174,006 $174,006 $174,006 $174,006 $174,006 $174,006 $174,006 $174,006 $174,006
Total Revenue $3,424,302 $3,457,998 $3,492,895 $3,528,968 $3,566,214 $3,596,582 $3,630,473 $3,664,532 $3,700,100 53,736,676 $3,774,594

* Excluding the Cost of Stored & Acquired Water component, which is a pass-through from USBR.

4.1.3.2. Other Revenues

Table 4-5 shows the projected other revenues, which includes revenues from direct pass-through of third-party
charges (e.g., cost of stored and acquired water from USBR), interest earnings, taxes, miscellaneous revenues,
and finished water. Finished water includes a direct pass-through of the wholesale cost of stored and
acquired® water component of the San Felipe Distribution water rates, water treatment plants’ operating and
maintenance costs, additions to the water treatment plant asset replacement reserve, and debt service
associated with the water treatment plants.. The cost of stored & acquired water® revenue includes projected
revenue from this component of the San Felipe Distribution water rate for non-wholesale customers. This
revenue is based on a direct pass-through of USBR charges. Other revenues also include miscellaneous
operating and non-operating revenues, tax revenue, and interest earnings on cash balances. Finished water
and the cost of stored and acquired water are a direct offset of associated costs. The other revenues are used to
offset other SBCWD costs. For example, a portion of land only tax is used to offset the interest portion of the
loan made for the water reliability project. The offset of revenue requirements is discussed in Section 5. Other
operating and non-operating revenue, as well as general tax revenue, increases at 1.5 percent per year. Land
tax increases at 3 percent per year.

4 Pass-through cost from USBR.
’ Pass-through cost from USBR.

6 Pass through cost from USBR.
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Hoe tem EY 2026 FY 2027 FY 2828 FY 2029 £Y 2030 EY 2031 FY 2032 FY 1033 £Y 2034 FY 2035 FY 2036

Finished Water* $8,878,168 $8,318,332 $8,495,979 58,679,263 $8,868,347 $9,058,449 $8,913,386 $9,116,704 $9,326,697 $9,543,241 $8,748,694
Cost of Stored & Acquired Water** $972,672 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419
Other Operating Revenue $22,000 $22,330 $22,665 $23,005 $23,350 $23,700 $24,056 $24,417 $24,783 $25,155 $25,532
General Purpose Tax $1,049,500 51,065,243 $1,081,221 $1,097,439 $1,113,901 $1,130,610 $1,147,569 $1,164,782 $1,182,254 $1,199,988 $1,217,988
Land Only Tax $11,121,500 $11,455,145 $11,798,799 $12,152,763 $12,517,346 $12,892,867 $13,279,653 $13,678,042 $14,088,383 $14,511,035 $14,946,366
Other Non-Operating Revenues $1,270,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 §320,250
Interest Income $2,489,636  $1,735,777 $1,331,158 $1,172,427 51,015,604 $894,343 $776,281 $688,744 $671,364 $617,137 $114,662
Total Other Revenue $25,803,726 $23,799,496 $23,932,491 $24,327,567 $24,741,217 $25,202,637 $25,343,613 $25,875,357 $26,496,149 $27,099,224 $26,255,911

* Direct pass through of wholesale cost of stored & acquired water, operations & maintenance costs of the WTP, additions to the WTP asset replacement reserve,
and debt service associated with the WTPs.
** Excluding Cost of Stored & Acquired Water revenues captured within Finished Water. The cost of stored and aquired water is a pass-through cost from USBR.

Rate Components and Allocations:
The District made the determinations about the following water rate components going forward.

Water Supply: This component which recovers water purchase costs incurred from the USBR to meet
water demands of the Agency’s customers. This component is recovered by water rates.

Costs Associated with Santa Clara Valley Water District (SCVWD: This component recovers costs
associated with SCVWD charges for maintaining and operating the San Felipe Reach 1 section of the
pipeline from San Luis Reservoir to Casa de Fruta. These costs are split between SCVWD and San Benito
County Water District. These costs are paid by the ad valorem tax.

Costs Associated with San Luis and Delta-Mendota Water Authority (SLDMWA: This component
recovers costs associated with SLDMWA charges for maintaining and operating the District’s share of the
Central Valley Project (CVP). These charges are allocated 50% to Agriculture and M&I and the other
50% to power charges based on historical trends. Both of these charges are paid by the ad valorem tax.

San Benito County Water District Costs: These costs are allocated based on historical trends.

° Contract Repayment: The District Paid off capital obligation of in-basin CVP, but this does not
include San Felipe division capital costs associated with the CVP. Contract Repayments are paid
on a semi-annual basis on July 1 and January 1. The payments will be going from an annual cost
of $1,942,152 to $6,984,605 beginning January 1, 2027. These costs are paid by the ad valorem
tax.

° Operations and Maintenance of San Felipe System:. The pipeline from Casa de Fruta to San
Juan Valley including San Justo Reservoir are paid for exclusively by San Benito County Water
District. These operation and maintenance costs are paid by the ad valorem tax.

° Local Distribution System for the Distribution of Imported Water to Users and District
Water Treatment Plants (San Felipe Distribution System): These pressurized pipelines deliver
water to end users and the District’s water treatment plants. Approximately $29 million of capital
replacements for the SBCWD portion of the San Felipewhich will be paid by ad valorem tax.

o Local Distribution System: This includes the system to the direct users, two Water Treatment
Plants, the pipes to those treatment plants, and the pipes up to the Sunnyslope County Water
District and the City of Hollister’s systems which are owned by these individual retail customers.
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The capital costs and the operations and maintenance costs of the local distribution system are
paid by ad valorem tax.

° Contracted Services: This includes fees for legal, additional engineering services, general
consulting, computer and technical services, and the operations of the District’s treatment plants.

° General and Administrative Costs: This includes dues and fees, communications and insurance
costs.

° Materials and Equipment: This includes chemicals, supplies, tools, equipment, and
maintenance.

° Utilities: This includes costs related to utilities of the treatment plants and operations.

o Wages and related costs: This includes all labor costs associated with the District’s operation.

° Capital Improvement Needs of Aging Facilities: Like many regional agencies, the District has a

lot of aging water infrastructure that will require rehabilitation and replacement in upcoming
years. Many of the District’s water pipelines have been in service from 30 to over 50 years and
have reached or are approaching the end of their useful lives. Other infrastructure, including both
water treatment plants, are in need of substantial improvements to address existing deficiencies
and support safe and reliable service. These future capital costs are allocated over the next 10 plus
years. These capital costs are allocated based on historical use.

Allocation of Costs:

The costs associated with the District is allocated based on the calculation by taking a three year average
of demand of either Ag or M&I and dividing it by total demand. The cost of the District are as follows:

Agricultural (Ag) 7,710AF 64%
Municipal and Industrial (M&I) 4 329AF 36%
Total 12,039AF 100%

The formula below shows the next step in the calculation and is used to determine the unit cost per AF of
water.

Components calculated using Ag Costs (8)/ Ag Demand (AF) = Unit Cost per AF ($)

this formula
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Table 4-6 shows SBCWD’s budget and projected O&M expenses for the study period. The cost of water
incorporates the projected lowered cost of stored and acquired water. General-related costs escalate at

3.0 percent per year. Salary-related costs escalate at 2.5 percent per year. Benefits escalate at 6 percent per
year. Utilities escalate at 3.5 percent per year. The largest contributors to O&M expenses are water treatment
plants operations and maintenance, wages and related expenses, the cost of raw water’, USBR contract
payments, and contract services.

JLine ttem FY 2025 £Y 2027 EY 2028 FY 2029 FY 2030 FY 203% FY 2032 FY 2033 BY 2034 FY 2035 FY 2038

Cost Of Water {1} $2,319,651 $1,515,951 51,535,149 $1,554,994 $1,575,484 $1,592,190 $1,610,834 $1,629,571 $1,649,138 $1,669,259 $1,690,119
Water Treatment Plants $4,978,852 $5,132,463 $5,290,911 $5,454,352 $5,622,945 $5,796,341 $5,975,348 $6,159,930 $6,350,355 $6,546,778 $6,749,419
Direct Power & Other Power (Raw Water) $435,350 $452,246 $469,852 $488,199 $507,319 $526,791 $547,210 $568,424 $590,546 $613,586 $637,606
USBR Mandatory Contract $1,942,152  $4,463,378 $6,984,605 $6,984,605 $6,984,605 $6,984,605 $6,984,605 $6,984,605 $6,984,605 $6,984,605 $6,281,862
Contract Services $1,755,804 $1,319,070 $1,358,642 $1,415384 $1,441,383 $1,612,323 $1,546,629 $1,575,038 $1,622,289 $1,690,043 $1,869,124
General and Administrative $401,700 $413,751 $426,164 $438,948 $452,117 $465,680 $479,651 $494,040 $508,862 §524,127 $539,851
Materials and Equipment $925,320 $953,080 $981,672 $1,011,122 $1,041,456 $1,072,699 $1,104,880 $1,138,027 $1,172,168 $1,207,333 $1,243,553
Utilities $295,600 $307,072 $319,027 $331,484 $344,467 $357,688 $371,552 $385,956 $400,977 $416,621 $432,930
Wages and Employee Related Expenses $3,214,371 $3,317,646 $3,424,870 $3,536,225 $3,651,901 $3,772,098 $3,897,026 $4,026,907 $4,161,975 $4,302,474 $4,448,665
Spot Purchases Until ASR Phase | online $0 $814,983 $955,415 $735,330 $962,188 $0 S0 S0 s$o $0 $0
Semitropic 0&M $8,600 $8,858 $9,124 89,397 $9,679 $9,970 $10,269 $10,577 $10,894 $11,221 $11,558
Costs Associated with Santa Clara Valley WD $658,700 $678,461 $698,815 $719,779 $741,373 $763,614 $786,522 $810,118 $834,421 $859,454 $885,238
Costs Associated with San Luis Delta Mendota (Other) $984,000 $576,210 $596,084 $616,644 $637,916 $659,922 $682,689 $706,242 $730,610 $755,821 $781,503
END OF WORKSHEET $17,920,100 $19,953,168 $23,050,330 $23,296,465 $23,972,833 $23,613,921 $23,997,216 $24,489,435 $25,016,841 525,581,324 $25,571,827

[1] This is a pass-through cost from USBR.

1L

3. Capital Imp

4.3.1. Capital Improvement Plan

SBCWD has developed a capital improvement program to address current and future needs of the water
system. Based on discussions with SBCWD staff, the model presumes that capital costs escalate at 5 percent
per year for FY 2026 and FY 2027, then lower to 4 percent per year for FY 2028 and FY 2029, then level out
at the long-term historical average of 3 percent per year. Anticipated capital improvements are summarized in
Figure 4-1 and costs at the project category level are shown in Table 4-7. The FY 2026 capital includes the
reliability project. The large increase in the capital plan between FY 2030 and FY 2033 is due to a supply
project and assumed full implementation of the Delta-Mendota Canal Subsidence Project. The detailed
capital improvement plan is shown in Appendix B. The figure also shows the anticipating funding sources
each year. Sources of cash include rate-based revenue, withdrawals from the Reach 1 Major R&R fund,

capacity fees, and draws on undesignated reserves as needed.

7 Pass-through cost from USBR.
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Capital Financing Plan - Summary »Cash = Grants a Debt
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FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035  FY 2036

Prafect Catagacy FY 2026 FY 2027 Fy 2028 FY 2029 FY 2030 FY 2438 FY 3032 FY 2334 FY 2035 FY 2036

Pumping System Evaluation & Rebuild $59,370 462,338 $64,832 $67,425 369,448 $71,531 $73,677 $75,888 $78,164 $80,509 $82,924
WTP Projects $0 $0 $0 $0 $0 $0 $0 50 $0  $3,533,538 $0
Pacheco Pump Replacement 30 $0 $0 $799,852 $823,847 $848,563 $874,020 $0 $o $0 S0
Lateral Rehabs $835,761  $542,415  $550,184 $639,412 $1,117,212 $1,112,401 $284,221 $0 $0 $0 $0
SBCWD Share of SCYWD Projects $24,560 $212,560 $3,439,881 $3,589,869 52,691,833  $309,971 $4,279,647 30 $0 0 $0
SLDM: Canal Subsidence Estimate $0 so S0 $0 512,700,253 S0 SO $0 $o 30 $0
Special Shelf Angle Replacement $2,475,000 $2,598,750 $2,702,700 $2,810,808 $2,895,132 52,981,986 $3,071,446 $3,163,589 $3,258,497 $3,356,252 $0
Supply & Reliability Projects $52,749,979 $2,280,019 $2,258,756 $2,349,106 $2,419,580 $20,680,352 $21,300,762 $21,939,785 $245,044 $252,396 $11,958,501
Total CIP $56,144,670 $5,696,083 $9,016,353 $10,256,473 $22,717,305 $26,004,804 529,883,773 $25,179,262 $3,581,705 $7,222,694 $12,041,426

4.3.2. Debt Service

Debt service requirements include principal and interest payments being made on bonds and loans previously
issued, as well as forecasted payments for projected future bonds and loans.

4.3.2.1. Existing Debt Service

SBCWD has three outstanding loans, which are captured within O&M expenses. The annual existing debt
service over the financial planning period is summarized in Table 4-8.

vice

Line [tem FY 2026 FY2027 FY2028 FY2029 FY2030 FY2031 FY2Q032 FY2033 FY2034 FY2035 FY2036
WIIN CBT $225,662 $226,006 $226,269 $226,451 $226,553 $226,573 $226,513 $226,372 $226,150 $225,848 $225,464"

Citi National ~ $463,117 $463,117 $463,117 $463,117 $463,117 $347,338 $0 S0 $0 $0 $0
UAL $243,167 $242,867 $243,407 $242,786 $243,004 $243,047 $242,915 $243,594 $243,082 $243,381 $242,489
Total $931,946 $931,990 $932,793 $932,354 $932,674 $816,958 $469,428 $469,966 $469,232 $469,228 $467,954

4.3.2.2. Projected New and Proposed Debt Service

The financial plan includes a new bond that was recently issued for the water reliability project and presumes
two bonds are issued over the financial planning period to help cover the cost of a water supply project and
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the canal subsidence project. The debt for the water reliability project was obtained in FY 2025 with payments
starting in FY 2026. The water supply project debt is based on approximately 5.6 percent interest rate, a 30-
year term, and a 0.9 percent cost of issuance based on discussions with SBCWD'’s financial advisors. For
long-range modeling purposes, Raftelis, in conjunction with SBCWD, has presumed a bond term of 30-years
with an interest rate of 3.5 percent, and an issuance cost of 1.5 percent for the canal subsidence project®.

Table 4-9 shows the new water reliability project debt and proposed debt service for the water supply and
canal projects included in the financial plan.

ine fteny FY 2026 FY 2027 FY 2028 FY 2023 £Y 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035 FY 2036
Water Reliability Project $1,532,631 $2,928,875 $2,927,250 $2,927,750 $2,930,125 $2,929,250 $2,930,000 $2,927,250 $2,930,750 $2,930,250 $2,930,625
Water Supply Project $0 $3,500,000 $3,500,000 $3,500,000 $3,500,000 $3,500,000 $3,500,000 $3,500,000 $3,500,000 $3,500,000 $3,500,000
Canal Subsidence $0 $0 $0 $0 $701,045 $701,045 $701,045 $701,045 $701,045 $701,045  $701,045
Total $1,532,631 $6,428,875 $6,427,250 $6,427,750 $7,131,170 $7,130,295 $7,131,045 $7,128,295 $7,131,795 $7,131,295 $7,131,670

4.3.3. Reserve Targets

SBCWD has several operating and capital reserves for Zone 6, as shown in Table 4-10. A description of the
purpose of each reserve is shown in Appendix C.

Reserve FY 2026 Beginning Balance

Undesignated $27,802,136
Operations Reserves $3,110,298
Capital Improvement Reserves $5,269,611
Self-Insurance Reserve $100,000
Capital Asset Replacement Reserve $3,477,278
OPEB Trust $942,371
Water Supply Revolving Reserve $2,270,980
Future Water Supply Project $1,643,685
San Felipe - Holister Conduit Reserve $250,000
San Felipe - Reach 1 Reserve $585,030
USBR Reserve 524,685,457
Reach 1 Major R&R Reserve $3,795,352
WTP - Asset Replacement $5,024,780
Total $78,956,978

.5, Froposed rinancial

: and Revenue Adjustments
The proposed financial plan enables SBCWD to set rates to generate sufficient revenues to meet its short-term
and long-term obligations and avoid significant future rate fluctuations. The plan shows the revenues that will
be used to maintain appropriate reserves and provide adequate debt coverage while maintaining a sensitivity

to rate increases.

¢ Raftelis encourages SBCWD to work with its municipal financial advisor as the time to bid the projects gets closer to
reflect capital pricing at that time as well as bond market terms and conditions.
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To meet projected revenue requirements and to maintain desired reserve levels, the revenue adjustments
shown in Table 4-11 are proposed to the existing water rates. Revenue adjustments are shown outside the rate
setting period (FY 2026 — FY 2028) for planning purposes only and are subject to the Board’s approval in future
years.

Effective Date [lncrease

3/1/2026 2%
3/1/2027 2%
3/1/2028 2%
3/1/2029 2%
3/1/2030 2%
3/1/2031 2%
3/1/2032 2%
3/1/2033 2%
3/1/2034 2%
3/1/2035 2%

The Zone 6 financial plan shown in Table 4-12 provides a basis for evaluating the timing and level of water
revenue adjustments needed to meet the revenue requirements over the study period. The financial plan
shows an annual adjustment starting in F'Y 2026.

20
21

22

23
24

Line {tem FY 2026 EY 2027 EY 2028 EY XS FY 2030 FY 2631 FY 2032 EY 2033 FY 2034 Y 2035 FY 2036
Revenues
Water Sales and Power Charges $3,424,302  $3,457,998  $3,492,895  $3528,968  $3,566,214  $3,596582  $3,630,473  $3,664,532  $3,700,100  $3,736,676  $3,774,594
Total Adjustments $22,829 $92,674 $165,340 $240,968 $319,705 $400,808 $485,286 $572,926 $664,059 $758,769 $857,290
Water Reliability Charge [1} $593,045 $623,328 $654,987 $688,043 $722,535 $754,011 $788,159 $823,149 $859,781 $897,801 $937,448
Capacity Fee Revenue $1,721,671  $5,865,926  $6,264,225  $6,667,673  $7,089,689  $5,959,085  $6,844,373  $7,080,026  $7,620,352  $8,074,137  $8,614,558
Other Revenue
Other Operating Revenue $22,000 $22,330 $22,665 $23,005 $23,350 $23,700 $24,056 $24,417 $24,783 $25,155 $25,532
Finished Water $8,878,168  $8,318,332  $8,495979  $8,679,263  $8,868,347  $9,058,449 58,913,386  $9,116,704  $9,326,697  $9,543,241  $8,748,694
Cost of Stored & Acquired Water (2] $972,672 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419 $882,419
General Purpose Tax $1,049500  $1,065243  $1,081,221  $1,097,439  $1,113,901  $1,130,610  $1,147,569  $1,164,782  $1,182,254  $1,199,988  $1,217,988
Land Only Tax $11,121,500 $11,455,145 $11,798,799 $12,152,763 $12,517,346  $12,892,867 $13,279,653 $13,678,042 $14,088,383 514,511,035 $14,946,366
Other Non-Operating Revenues $1,270,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250 $320,250
Interest Income $2,489,636  $1,789,077  $1,421,115 51,264,661 51,110,174 $991,307 $875,699 $790,679 $775,880 $724,299 $136,417
Total Revenue $31,565573  $33,892,721 $34,599,896 $35,545,452 $36,533,930  $36,010,087 $37,191,322 $38,117,926 539,444,957 $40,673,769  $40,461,554
Grants $19,986,890 $o0 so $0 $0 $0 $0 $0 $0 $0 $0
Expenses
O0&M 417,920,100 $19,953,168  $23,050,330  $23,296,465 $23,972,833  $23,613,921 $23,997,216 $24,489,435 $25,016,841 $25,581,324 $25571,827
Existing Debt Service $2,464,577  $3,860,865  $3,860,043  $3,860,204  $3,862,799  $3,746,208  $3,399,428  $3,397,216  $3,399,982  $3,399,478  $3,398,579
Proposed Debt Service $0  $3500,000  $3,500,000  $3,500,000  $4,201,045  $4,201,045  $4,201,045  $4,201,045 54,201,045  $4201,045  $4,201,045
Capital Projects - Cash Funded (3] $4,780,695 $147,067  $6,988,600  $8,138,370  $7,828,475  $5555,456  $13,602,590 $25,410,265  $3,812,709  $7,453,698  $12,041,426
Total Expenses $25,165,371 $27,461,100 37,398,972  $38,794,939  $39,865,152 $37,116,630 $45,200,280 357,497,961 $36,430577 $40,635,545 $45,212,877
Net Cash Flow (Annual Surplus/(Deficit)) $26,387,092  $6,431,621  ($2,799,077) ($3,249,487) ($3,331,222) ($1,106,543) ($8,008,958) ($19,380,036)  $3,014,380 $38,224  ($4,751,322)
Beginning Balance $75,291,348 $101,678,440 $108,110,061 $105,310,984 $102,061,497 $98,730,275 $97,623,731 589,614,774 $70,234,738 $73,249,118  $73,287,342
Ending Balance $101,678,440 $108,110,061 $105,310,984 $102,061,497 $98,730,275 $97,623,731 $89,614,774 570,234,738  $73,249,118  $73,287,342  $68,536,020
Target Reserve $40,107,536  $47,911,321  $51,443,139  $49,994,309 $50,601,289  $53,213,648 $52,502,421 $53,545,832 $54,819,311 $54,960542 $48,541,982
Debt Coverage
Calculated 554 1.89 1.57 1.66 1.56 1.56 1.74 1.79 1.90 1.99 1.96
Required 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20

[1] For the benefit of existing customers.

[2] Cost of Stored and Acquired Water cost not already captured within Finished Water. This is a pass-through cost from USBR.
[3] Cash from rate-based revenues, general purpose tax revenue, and capacity fees.

3.



Figure 4-2 shows the projected fund balance for Zone 6. With the mix of rates, charges, and bond issues, the
fund balances are projected to be drawn down yet stay above target over the planning horizon.

e 4-2: Zone 6 Projected Fund Balance

Fund Balances - Total wes Ending Balance a====Reserve Target
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Figure 4-3 graphically displays the projected debt service coverage. With the proposed revenue adjustments
and given the assumptions made for this study, SBCWD is expected to stay above its target debt service
coverage ratio.

Figure 4-3: Projected Debt Service Coverage

Debt Coverage = Calculated - Required
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SBCWD is currently pursuing a water reliability project and has planned two projects to meet water supply
needs for projected growth. SBCWD is funding the water reliability project through the water reliability
charge and debt, and other existing revenue sources. SBCWD is funding the water supply projects through the
capacity fee and a planned bond issue. Rate revenue will also be used to fund the contributions to the debt
reserve for the new issue and to replenish reserves. Draws on reserves are needed, particularly in the early
years, to balance the immediate need to fund capital expenditures with minimizing the rate impact. The water
reliability charge, in conjunction with other revenue sources, is designed to eventually replenish those reserves
and bring the cashflow associated with this project back to $0 by the end of the modeled debt service period,
which is FY 2046. For a detailed projected cashflow, please see Appendix C.
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5. Cost-of-Service Analysis

The overall goal of the cost-of-service analysis is to allocate the revenue requirement to the customer classes:
Groundwater (agricultural and municipal and industrial), San Felipe Distribution Water (agricultural and
municipal and industrial), Recycled Water, and Power. Cost-of-service analyses are based on a single year,
the “test year”. The allocation of revenue requirements is based on direct assignments or by usage. The
allocation process ultimately determines the costs on a unit basis (e.g., usage). The unit rates then help guide
the process for setting rates. This process follows the guidelines set out in the AWWA M1 Manual, modified,
as applicable, to align with Proposition 218 requirements.

After determining a utility’s revenue requirement, the next step in a cost-of-service analysis is to functionalize
the net revenue requirements to the cost centers:

o Groundwater — costs associated with maintaining groundwater for all groundwater extractors.
Groundwater costs specific to agriculture or municipal and industrial are allocated to those specific
customer classes.

o San Felipe costs — costs associated with suppling surface water to all surface water customers as well
as costs specific to agriculture or municipal and industrial customers. Costs include those specific to
SLDMWA and SCVWD.

o Power — cost associated with pumping, transmission, and distribution power for the delivery of water
to customers

e Recycled water — cost associated with recycled water operations, maintenance, and power supply.

" il
|

The annual cost-of-service, or revenue requirement, to be recovered from water rates includes O&M expenses
(Table 4-6), capital costs (Table 4-7), debt service (Table 4-8 and Table 4-9), and maintaining target reserve
balances (Table 4-12). The total FY 2026 net cost-of-service to be recovered by SBCWD customers is shown
at the bottom of Table 5-1. The cost-of-service analysis is based on the need to generate revenues adequate to
meet this estimated revenue requirement. As part of the cost-of-service analysis, revenues from sources other
than water rates are deducted from the appropriate cost elements. Additional deductions are made for interest
income and other non-operating income during FY 2026. Adjustments are also made for adjustments to
reserves.
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Capital-

QOperatiag Refated

Total Revenue Requirements

1 0&M $17,920,100 $17,920,100
Debt Service
2 WIIN Debt Service $225,662 $225,662
3 Citi National DS $463,117 $463,117
4  UAL Sterling $243,167  $243,167
Capital
5 RW Repayment $231,003 $231,003
6 Cash Funded Capital $3,370,131  $3,370,131
7  Reach 1 Major R&R $24,560 $24,560
8  Transfer of Taxes to Water Reliability $1,532,631 $1,532,631
9  Subtotal $17,920,100 $6,090,271 $24,010,371
Less Revenue Offsets
10 Other Operating Revenue $22,000 $22,000
11 Finished Water $6,325,831  $2,552,337 $8,878,168
12 Cost of Stored & Acquired Water [1] $972,672 $972,672
13 General Purpose Tax $731,999 $317,501  $1,049,500
14 Land Only Tax $11,121,500 S0 $11,121,500
14 Other Non-Operating Revenues $1,270,250 $1,270,250
15 Interest Income S0 $2,489,636 52,489,636
16  Subtotal $20,444,252  $5,359,474 $25,803,726
Adjustments
17 Change in Funds Available $4,174,730 $1,065,756  $5,240,486
18 Annualized Rate Adjustment $45,657 $45,657
19 Subtotal $4,174,730  $1,111,413  $5,286,143
20 Costs to be Recovered from Rates $1,650,578 $1,842,210 $3,492,788

[1] Cost of Stored and Aquired Water not already captured within Finished Water.
This is a pass-through cost from USBR.

] &

Once the costs to be recovered from rate-based revenue are determined, the costs are allocated to cost
components, in this case SBCWD’s customer classes. Net O&M expense, shown in the “Operating” column
of Table 5-1, is allocated to the different rate components as shown in Table 5-2. O&M line item expenses are
allocated based on input and review by SBCWD. For example, O&M costs associated with finished water are
allocated 100 percent to finished water. O&M costs solely for groundwater are allocated 100 percent to
groundwater. Source of supply costs are allocated based on flows. Allocation of O&M line items is shown in
Appendix D. Revenue offsets are allocated based on discussions with SBCWD, are a direct pass-through
offset, or are allocated like O&M excluding pass-through costs.

Net Capital-Related costs are allocated as shown in Table 5-3. Most costs are directly assigned. Those that are
not, are allocated like net plant investment. The allocation of net plant investment is shown in Appendix E.
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6. Proposed Zone 6 Water and
Power Rates

The test year unit costs-of-service presented in Table 5-4 are used to develop the proposed rate schedules
shown in this section.

X | Ansviennltiiral Waé = P
Ba B a 4L -_‘IL“ Mial _'fb‘:_;y. L NAaAalLleS

The current and proposed agricultural water rates through FY 2028 are shown in Table 6-1. The March 1,
2026 Cost of Stored & Acquired Water® is a direct pass-through of USBR rates. The other rate components
(SLDMWA, SCVWD, and SBCWD) come from the unit rates shown in the last row of Table 5-4. All rate
components for March 1, 2027 and March 1, 2028 are escalated in accordance with Table 4-11.

San Felipe: Agricultural Current Mareh 1, 2026 March 1, 2027 March 1, 2028

Cost of Stored & Acquired Water [1] $119.65 $110.00 $112.00 $115.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVWD (2] $55.91 $57.00 $59.00 $61.00
SBCWD $118.47 $83.00 $85.00 $87.00
Total $306.00 $263.00 $270.00 $278.00
San Felipe: Agricultural Current March 1, 2026 NMarch 1, 2027 March 1, 2028

Full Cost (RRA Section 205(a}(3)})
Cost of Stored & Acquired Water [1] $119.65 $110.00 $112.00 $115.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVYWD (2] $55.91 $§57.00 $59.00 $61.00
SBCWD $118.47 $83.00 $85.00 $87.00
Total $306.00 $263.00 $270.00 $278.00
San Felipe: Agricuftural Current March 1,2026 Marchl, 2027 Marchl, 2028
Full Cost (RRA Saction 202(3}))

Cost of Stored & Acquired Water [1] $119.65 $110.00 $112.00 $115.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVWD [2] $55.91 $57.00 $59.00 $61.00
SBCWD $118.47 $83.00 $85.00 $87.00
Total $306.00 $263.00 $270.00 $278.00

[1] Cost of Stored & Acquired Water for March 1, 2026 provided by SBCWD. Other years escalated.
This is a pass-through cost from USBR.
[2] Subject to pass-through if actual costs higher than projected.

? Pass-through cost from USBR.
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Current and proposed M&I rates are shown in Table 6-2. SBCWD calculates the Cost of Stored & Acquired
Water!® component of the San Felipe rate in a separate model based on USBR rates for March 1, 2026. The
other rate components (SLDMWA, SCVWD, and SBCWD) come from the unit rates shown in the last row
of Table 5-4 for March 1, 2026. All rate components for March 1, 2027 and March 1, 2028 are escalated in
accordance with Table 4-11.

[San Felipe: Non-Agricultural (M&!) Current March 1,2026 March1, 2027 Marchl, 2028
Wholesale
Cost of Stored & Acquired Water [1] $412.36 $152.00 $156.00 $160.00
SLDMWA (2] $11.97 $13.00 $14.00 $15.00
SCVWD [2] $55.91 $57.00 $59.00 $61.00
SBCWD $142.76 $195.00 $199.00 $203.00
Total $623.00 $417.00 $428.00 $439.00
San Felipe: Small Parcel Service, Current March 1, 2026 March 1, 2027 March 1, 2028
Nea-Agricultural (M&f)
Cost of Stored & Acquired Water [1] $412.36 $152.00 $156.00 $160.00
SLDMWA [2] $11.97 $13.00 $14.00 $15.00
SCVWD [2] $55.91 $57.00 $59.00 $61.00
SBCWD $142.76 $195.00 $199.00 $203.00
Total $623.00 $417.00 $428.00 $439.00

[1] Cost of Stored & Acquired Water provided by SBCWD. This includes a pass-through of USBR costs.
[2] Subject to pass-through if actual costs higher than projected.

M&I customers are also subject to the water reliability charge, which is a charge to cover the reliability project
being developed for the benefit of existing customers. As discussed in Section 4.5, this charge is designed to
recover costs associated with enhancing reliability of the water supply for M&I customers.

sed ywwater supply-reliability

Water Reliability Charge [1] Current March 1, 2026 March 1,2027 March 1, 2028
All M&I Customers $250.00 $137.00 $140.00 $143.00
[1] Charge to cover reliability projects for the benefit of existing customers.

The total combined M&I rate is shown in Table 6-4.

6-4: Total Proposed M&I CI

Total Charge Current March 1,2026 March 11,2027 March1,2028

Total M&l $873.00 $554.00 $568.00 $582.00

10 Pass-through cost from USBR.
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Table 6-5 shows the current and proposed groundwater rates. The March 1, 2026 rate is the cost-of-service
rate and the subsequent years are in accordance with Table 4-11. While the cost-of-service analysis shows a
need for increased rates for March 1, 2026, per the District’s direction, the rates will remain unchanged until
March 1, 2027, whereupon the rates shown for March 1, 2027 and March 1, 2028 would be implemented on
those dates.

Groundwater Charges Current March 1, 2026 March 1,2027 March 1,2028
(Well customers)

Ag $14.30 $17.00 $18.00 $19.00

M&I $14.30 $21.00 $22.00 $23.00

Groundwater Charges Current March 1, 2026 March 11,2026 March1,2027 March1,2028

(Well custamers) CcoS Proposed Proposed Proposed
Ag $14.30 $17.00 $14.30 $18.00 $19.00
M&I $14.30 $21.00 $14.30 $22.00 $23.00

6.4. Recvcled Water Rates

Table 6-6 shows the current and proposed recycled water rates and power charges related to pumping recycled
water. The March 1, 2026 rates are the cost-of-service rate. The recycled water rate in subsequent years is
escalated in accordance with Table 4-11. The recycled water power rate in subsequent years is escalated at

3.5 percent per year consistent with the escalation used for utility-related costs. The recycled water power
charge is subject to additional pass-through increases if actual costs are higher than projected.

Recycled Water Rates Current March 1,2026 Marchl, 2027 March 1, 2028
Recycled Water $306.00 $263.00 $269.00 $275.00
Power Charge* $108.30 $154.00 $160.00 $166.00

* Subject to pass-through if actual costs higher than projected.

6.5. Power Charges
Table 6-7 shows the current and proposed power charges. The March 1, 2026 rates are the cost-of-service rates
and the subsequent years are escalated at 3.5 percent per year consistent with the escalation used for utility-

related costs. If the pass-through portion of the power charges increases, these charges are subject to those
pass-throughs.
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Power Charge Current March 1, 2026 March 1, 2027 March 1, 2028
Subsystem 2* $43.10 $46.00 $48.00 $50.00
Subsystem 6H* $43.10 $46.00 $48.00 $50.00
Subsystem 9L* $100.70 $113.00 $117.00 $122.00
Subsystem 9H* $100.70 $113.00 $117.00 $122.00
All other subsystems* $43.10 $46.00 $48.00 $50.00

* Subject to pass-through if actual costs higher than projected.
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Summary of Reserve Funds
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Reserve Fund

Purpose

Undesignated To provide funds which may be used for emergencies and to pay costs
necessary for the establishment of a zone within the District.

Operations The reserves designated for operating contingencies are established to
provide for unforeseen needs, revenue shortfalls, and emergency
appropriations during the year.

Reserved for Capital Established by board action(s) to fund future capital improvement

Improvements projects. The purpose of this designation is to accumulate funds for

specific projects or utility purpose to provide all or a portion of the cost.

Reserved for Self-Insurance

Established by board policy to fund the contingent liability for the
District's self-insured portion of vehicle coverage.

Reserved for Capital Asset
Replacement

This designation is to accrue funding for asset purchase and
replacement in the period of use. Through this funding reservation,
monies are set aside for planned future asset expenditures within
specified categories. In addition, this reserve provides a funding source
for unanticipated asset needs, mitigates the impact of large budget
expenditures, and assists with asset management and long range
planning.

Reserve for Other Post-
Employment Benefits (OPEB)
Trust

To provide restricted funds for retiree future medical payments.

Water Supply Revolving Reserve

To provide additional source of funds for Zone 6 water supply
augmentation through local or imported water purchases.

Future Water Supply Project

To provide funds for the pre-construction (planning and design) phase of
the project.

San Felipe-Hollister Conduit
Reserve

To meet unforeseen extraordinary costs and emergencies.

San Felipe-Reach 1 Reserve

To meet operations and maintenance costs incurred during period of
special stress and extraordinary repair or replacement costs associate
with Reach 1.

USBR Contract Repayment and
Rate Management Reserve

Funds to pay for San Felipe Division costs, including existing foreseeable
and unforeseeable costs that may result from catastrophic failure of San
Felipe Division facilities. Funds from this restricted reserve are to be used
for USBR Amendatory Contract Repayment . This USBR Contract
Repayment and Rate Management Reserve is intended to provide funds
to make interest and principal payments on the Amendatory contract in
an effort to minimize the impact of the repayment schedute on water
rates and taxes.

8

Reach 1 Major Repair and
Replacement Reserve

To provide funds for major repair and replacement associated with
Reach 1.

Reserved for Water Treatment
Plants-Asset Repiacement
Reserve

To provide funds for capital replacement of assets of the Water Supply
and Treatment Program, and funds so expended will be replaced through
subsequent contributions.
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Water Reliability Cashfiow
Projection
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O&M Allocation, Test Year
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Net Plant Investment Allocation,
Test Year
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EXHIBIT B

ESTABLISHING THE PRIMARY USE OF WELLS IN ZONE 6

The primary use must be established on all wells that are used for both agricultural and
municipal and industrial purposes.

Agricultural water shall mean water used primarily in the commercial production of
agricultural crops or livestock, including domestic use incidental thereto, on tracts of
land operated in units of more than 2 acres.

Municipal, Industrial and domestic water (hereinafter referred to as M & I water) shall
mean water used for other than agricultural purposes.

IN ORDER TO QUALIFY AS AN AGRICULTURAL WELL, THERE MUST BE AT
LEAST 2 ACRES OF AGRICULTURAL LAND FOR EVERY DWELLING THAT THE
WELL ALSO SERVES.

Examples of various ratios applied in the classification of wells:

2 Acres of Agricultural Land & 1 Dwelling

Agricultural or M & 1
(as determined by District)

il

4 Acres of Agricultural Land & 2 Dwellings Agricultural or M & I

(as determined by District)

2 Acres of Agricultural Land & 2 Dwellings = Mé&l
4 Acres of Agricultural Land & 3 Dwellings = M&I
4 Acres of Agricultural Land & 1 Dwelling = Agricultural
6 Acres of Agricultural Land & 2 Dwellings = Agricultural
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