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CALL OF SPECIAL MEETING 
OF THE BEAUMONT-CHERRY VALLEY WATER DISTRICT 

BOARD OF DIRECTORS 

The undersigned, John Covington, President of the Beaumont-Cherry Valley Water 
District, hereby calls a Special Meeting of the Board of Directors to be held Wednesday, 
April18 2018 at 7:00p.m. at the District's Administrative Offices located at 560 Magnolia 
Avenue, Beaumont, California 92223. 

The agenda for said meeting is attached. 

Dated:Wednesday,April11,2018 

J n Covi , President of the 
oard of Directors of the 

Beaumont-Cherry Valley Water District 
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SPECIAL MEETING NOTICE 

Special Meeting of the 
Board of Directors of the 

Beaumont-Cherry Valley Water District 
Scheduled for April 18, 2018 at 7:00 p.m. 

NOTICE IS HEREBY GIVEN that a Special Meeting of the Board of Directors of 
the Beaumont-Cherry Valley Water District has been scheduled for Wednesday, 
Apri118 2018 at 7:00p.m., at 560 Magnolia Ave., Beaumont, CA 92223. 

The agenda for this meeting will be posted no later than 6:59p.m. on Tuesday, 
April 17, 2018. 

~~ 
Dan Jaggers 
General Manager 



 
 
 

BEAUMONT-CHERRY VALLEY WATER DISTRICT 
SPECIAL MEETING AGENDA 

ENGINEERING WORKSHOP OF BOARD OF DIRECTORS 
560 Magnolia Avenue, Beaumont, CA 92223 

Wednesday, April 18, 2018  -  7:00 p.m. 
 

Call to Order, President Covington 
 
Roll Call 
 
Public Comment 
 
PUBLIC COMMENT:  At this time, any person may address the Board of Directors 
on matters within its jurisdiction which are not on the agenda.  However, any non-
agenda matters that require action will be referred to Staff for a report and possible 
action at a subsequent meeting. To provide comments on specific agenda items, 
please complete a speaker’s request form and provide the completed form to the 
Board Secretary prior to the Board meeting.  Please limit your comments to three 
minutes.  Sharing or passing time to another speaker is not permitted. 
 
ACTION ITEMS 

 
1. Discussion: San Gorgonio Pass Water Agency rates and water supply 

needs for the region, and effects on BCVWD (pages 5 - 49) 
 
2. Presentation of Updated San Gorgonio Pass Regional Water Supply 

Planning Spreadsheet – White Paper No. 6 (pages 50 - 51) 
 

3. Discussion of potential  security strategies for the Noble Creek 
Recharge Facility Phase I (pages 52 - 54) 
 

4. General Manager’s Report 
 

5. Topics for Future Meetings 
 

6. Adjournment 
 

 
AVAILABILITY OF AGENDA MATERIALS - Agenda exhibits and other writings that 
are disclosable public records distributed to all or a majority of the members of the 
Beaumont-Cherry Valley Water District Board of Directors in connection with a 
matter subject to discussion or consideration at an open meeting of the Board of 
Directors are available for public inspection in the District's office, at 560 Magnolia 
Avenue, Beaumont, California ("District Office”). If such writings are distributed to 
members of the Board less than 72 hours prior to the meeting, they will be available 
from the District Office at the same time as they are distributed to Board Members, 
except that if such writings are distributed one hour prior to, or during the meeting, 
they can be made available from the District Office in the Board Room of the 
District's Office. 
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REVISIONS TO THE AGENDA -In accordance with §54954.2(a) of the Government 
Code (Brown Act), revisions to this Agenda may be made up to 72 hours before the 
Board Meeting, if necessary, after mailings are completed. Interested persons 
wishing to receive a copy of the set Agenda may pick one up at the District's Main 
Office, located at 560 Magnolia Avenue, Beaumont, California, up to 72 hours prior 
to the Board Meeting. 

REQUIREMENTS RE: DISABLED ACCESS - In accordance with §54954.2(a), 
requests for a disability related modification or accommodation, including auxiliary 
aids or services, in order to attend or participate in a meeting, should be made to the 
District Office, at least 48 hours in advance of the meeting to ensure availability of 
the requested service or accommodation. The District Office may be contacted by 
telephone at (951) 845-9581, email at info@bcvwd.org or in writing at the Beaumont­
Cherry Valley Water District, 560 Magnolia Avenue, Beaumont, California 92223. 

CERTIFICATION OF POSTING 
SPECIAL MEETING 

I certify that on or before April 17, 2018, a copy of the foregoing notice was posted 
near the regular meeting place of the Board of Directors of Beaumont-Cherry Valley 
Water District and to its website at least 24 hours in advance of the meeting 
(Government Code §54956(a)). 



 

Beaumont-Cherry Valley Water District 
Special Board Meeting 

April 18, 2018 
Item 1 

Staff Recommendation 

 
No recommendation. 
 
Background 
 
This Staff Report serves to continue discussions began at the March 14, 2018 Board of Directors 
meeting relating to an upcoming issue that may drastically affect ratepayers of the Beaumont-
Cherry Valley Water District (BCVWD).  
 
On March 1, 2018, the District’s Board President and General Manager attended a Water Rate 
Workshop of the San Gorgonio Pass Water Agency (SGPWA) where issues related to increasing 
water rates were discussed.  
 
In carrying out its mission, the SGPWA has identified that they will need to provide imported water 
at build out, build facilities, and invest in new water supply. A portion of that new water supply will 
be funded through wholesale water rates recovered from retail water districts.  
 
The current water rate charged by the SGPWA of $317 per acre-foot (A/F) consists mainly of 
Department of Water Resources (DWR) pass-through energy and transmission costs, with 
additional charges for SGPWA operations and administrative salaries and benefits, as well as 
amounts to be put into reserves. A breakdown of the current rate structure is included as 
Attachment “A.” The SGPWA is considering adding potential components to the water rate 
structure, such as Agency infrastructure costs and costs for new water supplies such as Yuba 
water (already a component of the current rate structure), AVEK-Nickel Water, and Valley District 
water, among others.  
 
The SGPWA staff has asked their Board to provide input on what components to include in the 
water rate (cost recovery). The SGPWA Board directed staff and their rate study consultant to 
develop several options for a rate structure model to be completed and brought back for Board 
review as follows: 
 
Option 1 includes 50% of the cost of the new water deals the SGPWA has secured or is in 

the process of securing 
 
Option 2 Includes 100% of the cost of new water. SGPWA staff indicated preparation of the 

model rate structure and completion of the rate study could reasonably be 
expected within two to six months. 

STAFF REPORT 
 
TO:  Board of Directors 

FROM:  Dan Jaggers, General Manager    

SUBJECT: Discussion: San Gorgonio Pass Water Agency rates and water supply needs for 
the region, and effects on BCVWD 
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BCVWD staff believes it is imperative to be prepared to respond without delay in order to 
represent, protect, and educate the District’s ratepayers, monitor the SGPWA activity, and 
prepare to take any necessary actions to absorb and mitigate the impact of any SGPWA rate 
increases. 
 
BCVWD staff has continued analysis to compare the current imported pass-through water rate 
charged to BCVWD customers to the actual wholesale water rate paid to the SGPWA for the past 
seven years and will present preliminary results of that work during discussion of this workshop 
item in a Powerpoint presentation. 
 
For the purposes of this discussion, the preliminary results suggest that the current rate paid for 
the imported water ($317 per acre-foot) will most likely exceed the pass-through charge being 
collected from BCVWD customers (currently $0.46/hundred cubic feet). Even in the event both 
the SGPWA wholesale rate and charge remain unchanged, continued growth in the District’s 
service area will cause a further imbalance between the BCVWD pass-through and the charge 
resulting in an under-collection of funds necessary to recover the cost of imported water 
purchased from the SGPWA.   
 
Staff has also performed preliminary analysis regarding the impact of an increased wholesale 
water rate from the SGPWA. The proposed rates were compared to the current pass-through rate 
being collected from BCVWD customers, using several different scenarios based on the most 
current information available from the SGPWA regarding current and future potential deals for 
new water.    
 
Staff generally identifies that when new increased water rates are collected through consumption 
rates as opposed to tax-based funding strategies, older, less efficient homes appear to be more 
adversely impacted than newer, more water-conserving homes. Increasing SGPWA wholesale 
water rates will most likely result in older homes paying a higher bill comparatively than newer 
homes due to less efficient plumbing fixtures and more water use-intensive landscaping. 
 
Regardless, the BCVWD must continue to work on strategies to increase its imported water 
supply to meet current and future projected demand, and drought-proof the Beaumont Basin 
through banking of additional supplies when available. 
 
Staff will continue to work on the analysis of the rate components and structure and make 
diplomatic recommendations to the SGPWA as they consider their rate structure. Regardless of 
the final outcome, it appears that the impact of any rate increases will be keenly felt by BCVWD 
customers. Staff proposes to begin public outreach as soon as possible in order to prepare 
customers for the likelihood of increased bills due to both the actions of the SGPWA as well as 
the needs of BCVWD. A next step for the District to consider will most likely be initiating a cost of 
service study.  
 
 
Fiscal Impact 
 
The fiscal impact of this potential rate increase is yet to be determined once more information is 
available from the San Gorgonio Pass Water Agency. 
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Attachments 
 

A. San Gorgonio Pass Water Agency Current Water Rate Structure 
 

B. San Gorgonio Pass Water Agency Water Rate Resolution 2009-3 and David Taussig & 
Associates Water Rate Study for San Gorgonio Water Agency (February 2, 2009) 

 
Handouts 
 
1. Preliminary Cost Analysis of SGPWA Current and Possible Water Supply Portfolio 

Components and potential effect on BCVWD Rates 
 

2. BCVWD Presentation – SGPWA Rates and BCVWD Imported Water Pass Through 
Charges 

 
 
 
 
 
 
Report prepared by Dan Jaggers, General Manager – April 12, 2018 
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ATTACHMENT A 

SAN GORGONIO PASS AGENCY CURRENT WATER RATE STRUCTURE 

SGPWA currently charges $317/AF with includes the DWR pass through energy and 

transmission charges (“transportation costs”) plus other costs shown in Table 1.  The costs in 

Table 1 were extracted from SGPWA Resolution 2009-3, (February 17, 2009), Exhibit A, 

Findings, Supporting the Adoption of Wholesale Water Rates.  The rate study was prepared by 

David Taussig Associates, February 2, 2009 (Draft).1 

Table 1 
Costs Included in SGPWA’s Current Water Rate 

Cost Item Cost, $/AF 

Agency Operational Expenses $10.00 

Agency Administrative Cost $3.50 

SBVMWD Pass Through $8.00 

Yuba Water Purchases $3.86 

New Water Purchase $22.00 

Rate Stabilization  $11.00 

Subtotal $57.36 

Rate Charged by SGPWA $317.00 

DWR Pass Through $259.64 ($260) 

 

The DWR “Pass Through” energy and transmission charges were determined by subtraction to 

be $260/AF.  It varies from year to year depending on the amount of water delivered and the 

power rates etc.  DWR issues an invoice to SGPWA at the end of the year with the adjustment 

as either a credit or debit.  The David Taussig Rate Study assumed the net of debits and credits 

was “zero” in FY 2010/11 through FY12/13.  BCVWD is reviewing past DWR invoices to 

SGPWA to validate the “prior year adjustments” and determine the actual “DWR Pass Through” 

cost. 

                                                

1 SGPWA (2009). Final Draft – Water Rate Study, David Tausig Associates, Inc., February 2. 
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RESOLUTION NO. 2009~3 

RESOLUTION OF THE BOARD OF DIRECTORS OF THE 
SAN GORGONIO PASS WATER AGENCY 

ESTABLISHING WHOLESALE WATER RATES 

WHEREAS, the SAN GORGONIO PASS WATER AGENCY (Agency) is a State 
Water Project (SWP) Contractor authorized to acquire or contract to acquire 
waterworks, waters, and/or water rights, including, but not limited to, water from the 
State of California from the SWP, and to provide, sell, and deliver that water under the 
control of the Agency to cHies and other territory, persons, corporations or private 
agencies within the Agency for use within the service area of said Agency. (Agency 
Law, Water Code Appendix §101-15, hereinafter referred to as the "Agency Act''.) 

WHEREAS, The San Gorgonio Pass Water Agency's mission is ·~o import 
supplemental water and to protect and enhance local water supplies for use by present 
and future water users and to sell imported water to local water districts within the 
service area of the San Gorgonio Pass Water Agency. The San Gorgonio Pass Water 
Agency promotes water conservation, education and efficient use of our water 
resources. The Agency's goal is to maximize the quality, quantity and reliability of 
available water in the most financially responsible and environmentally sensitive 
manner." 

WHEREAS, the Board of Directors (Board) is authorized to fiX the rates at which 
water should be sold and to establish different rates for different classes or conditions of 
service. (Agency Act, §101-16.) So far as practicable, the Board shall fix a rate or rates 
for the Agency's water that will result in revenues, which will pay the operating 
expenses of the agency, provide for repairs and depreciation of works, provide a 
reasonable surplus for improvements, extensions, and enlargements, pay the interest 
on any bonded debt, and provide a sinking or other fund for the payment of the principal 
of such debt as it may become due. (Agency Act, §101-25; Draft Water Rate Study, 
February 2, 2009, (hereinafter, "Study}, p. 2.) 

WHEREAS, the Agency entered into a contract with the Department of Water 
Resources {DWR) in 1962 to bring supplemental water to the Agency service area from 
the State Water Project ("SWP.). The Agency's current SWP Table A Amount is 17,300 
acre-feet per year (AFY). (Study, p. 4.) 

WHEREAS, the Legislature allocated water from the SWP to the Agency, 
intending that highest priority be given to eliminating groundwater overdraft conditions 
within any agency or district receiving the water. (Agency Act, §101M15.5.) 

WHEREAS, in 2004, the Beaumont Storage Unit (BSU), one of the major 
groundwater basins in the Agency service area, was determined by the Riverside 
County Superior Court to be In overdraft. (Study, p. 4.) 

WHEREAS, despite having a SWP Table A Amount of 17,300 AFY, in 2005, 
DWR projected the Agency's long-term reliability of water supply delivery from the SWP 
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San Gorgonio Pass Water Ager.cy 
Resotut1on 112009·03, Adopted February 17, 2009 
Pa~e 2 

to ben percent of its 17,300 AFY Table A Amount, which equates to less than 13,500 
AFY. Subsequent changes in climate conditions, and shortages in rainfall and 
snowmelt have combined with cutbacks in SWP water deliveries due to environmental 
court challenges and the ecological crises in the Delta to further reduce the current 
long-term delivery reliability of the Agency's SWP water supply to an even greater 
amount. 

WHEREAS, SGPWA Ordinance No. 8 mandates that the Agency, at a minimum, 
shall establish and charge rates for: "The delivery of SGPWA Water sufficient to cover 
SGPWA's variable costs (including off-aqueduct costs) for delivery of SGPWA Water, 
internal SGPWA costs and other amounts as determined by the SGPWA Board of 
Directors reasonably related to the cost of delivery." Cast of delivery means the costs 
related to securing water commensurate with the Agency's SWP Table A Amount, 
currently set at 17,300 AFY, and any other sources of water that the Agency Board 
deems necessary and prudent. Cast of delivery includes operations, administrative 
overhead, SBVMWD pass-through, dry year transfer costs, rate stabilization surplus 
reserves, new water purchase surplus reserve contributions, and DWR imparted water 
purchase. 

WHEREAS, the existing revenues from water rates are insufficient to cover all of 
the related costs of delivery, including, meeting the needs of the Agency to purchase 
new water, funding Agency operations, and establishing a surplus for repairs, 
improvements, extensions, and enlargements, which will benefit all existing users within 
the Agency's service area. 

WHEREAS, the Agency has directed the preparation of a water rate study, which 
sets forth the costs of providing service and delivery and the anticipated sources of 
revenues available to cover those costs, and the Agency has distributed the draft water 
rate study to the retail water purveyors within the Agency's service area. 

WHEREAS, the California Environmental Quality Act ("CEQA") Is set forth in 
Sections 21000 to 21178 of the Public Resources Code. 

WHEREAS, CEQA sets forth certain types of activities that are not subject to 
review under CEQA. 

WHEREAS, Section 21 OBO(b)(8) of the Public Resources Code states that ~the 
establishment, modification, structuring, restructuring, or approval of rates, tolls, fares, 
or other charges by public agencies which the public agency finds are for the purpose of 
(A) meeting operating expenses, including employee wage rates and fringe benefits, (B) 
purchasing or leasing supplies, equipment, or materials, (C) meeting financial reserve 
needs and requirements, (D) obtaining funds for capital projects necessary to maintain 
service within existing service areas, or (E) obtaining funds necessary to maintain those 
intracity transfers as are authorized by city charter" is not subject to CEQA. 

WHEREAS, Section 15273(a) of the CEQA State Guidelines states that "CEQA 
does not apply to the establishment, modification, structuring, restructuring, or approval 
of rates, tolls, fares, or other charges by public agencies which the public agency finds 
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San Gorgonlo Pass Water Agency 
Resolution #2009-03, Adopted February 17, 2009 
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are for the purpose of: (1) Meeting operating expenses, Including employee wage rates 
and fringe benefits, (2} Purchasing or leasing supplies, equipment, or materials, (3) 
Meeting financial reserve needs and requirements, (4) Obtaining funds for capital 
projects, necessary to maintain service within existing service areas, or (5) Obtaining 
funds necessary to maintain such intra-city transfers as are authorized by city charter." 

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the San 
Gorgonio Pass Water Agency that it hereby makes the following findings and 
determinations: 

1) 

2) 

3) 

4) 

5) 

The Agency's Board has carefully reviewed and considered the Draft Water 
Rate Study dated February 2, 2009 (11Study"), the Kennedy/Jenks 
Memorandum dated July 16, 2008, on the probable cost of water transfers 
("July 161

h Memorandum"), and the Kennedy/Jenks Consultants 
Memorandum dated January 2, 2009, on water reliability ("January 2nd 
Memorandum"); and has considered the public and Board comments, and the 
oral and written presentation by the Agency's staff and consultants made at 
the February 2, 2009, public Board meeting, as well as any written public 
comments. 

The Board adopts the Findings, attached as Exhibit ''A," determines that the 
record for the establishment of the wholesale water rates contains substantial 
evidence to support the Findings; and further finds that the conclusions 
reached in the Study are supported by substantial evidence. 

The Board further determines that the conclusions contained in the July 16th 
Memorandum and in the January 200 Memorandum are supported by 
substantial evidence, and adopts the conclusions in each memorandum, 
Including the recommendation to utilize 63 percent as the projected average 
annual SWP Table A delivery reliability. This percentage equates to less than 
11,000 AFY of the Agency's current SWP Table A Amount. 

Based upon substantial evidence before the Board, it is determined that the 
Agency wfll need to acquire at least 10,000 AFY of additional SWP supplies 
to repair annual SWP delivery reliability that the agency has already los1 to 
date, and it is further determined that the costs associated with the acquisition 
of 10,000 AFY of additional water supplies through the current expiration date 
of the Agency's SWP water supply contract with DWR is approximately $40 
million depending upon a variety of market forces. 

Based upon substantial evidence presented to the Board, it is determined that 
it is in the best interest of the retail water purveyors and the residents within 
the Agency's service area to have long term reliability of wholesale water and 
to maintain a stable water rate. Based upon substantial evidence, it is further 
determined that the set of water rates the Board is enacting by this Resolution 
will be sufficient to fund Agency operations, to purchase additional water to 
repair the lost reliability of SWP water, to replenish groundwater basins within 
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San Gorgonlo Pass Water Agency 
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the Agency's service area, and to obtain a reasonable surplus for repairs, 
improvements, extensions, and enlargements of the Agency's existing 
system. 

6) The wholesale water rate applicable to all water sold by the Agency to retail 
water purveyors within the Agency's jurisdiction downstream of Cherry Valley 
Pump Station (CVPS) shall be a uniform rate of $277 per acre-footr as 
provided in Agency Resolution# 2008--61 adopted April 21, 2008, which shall 
become effective immediately. 

7) In order to offset expected energy cost increases from DWR and low 
expected sales, the wholesale water rates will increase for Fiscal Year 2009-
2010 from $277 per acre-foot to a uniform rate per acre-foot charged to retail 
purveyors downstream of CVPS In the amount of $317 per acre-foot effective 
July 1 r 2009. 

B) The wholesale water rate applicable to all water sold by the Agency to retail 
water purveyors within the Agency's jurisdiction upstream of CVPS will be $8 
less than the rates set for water sold to retail water purveyors downstream of 
Cherry Valley Pump Station. 

9) New water purchased by the Agency using the revenues from water rates 
paid by areas overlying overdrafted groundwater basins will be given pro-rata 
priority to purchase new water according to their contribution into the surplus 
reserve for the purchase of new water. If after all purveyors with new water 
priorities have been given an opportunity to exercise their priorities, the 
Agency will offer any remaining new water for sale to any other purveyor 
within the Agency's service area. The Agency finds that this new water 
priority policy is consistent with the policy set forth in Agency Ordinance No. 8 
( i.e. "SGPWA sale of water and dedication of Return Flows resulting from 
use of SGPWA water to eliminate overdraft in SGPWA groundwater basins 
provides the highest priority that is reasonably available to eliminate overdraft 
conditions."). 

10) As more fully set forth in the Findings, attached as Exhibit uA", the Board is 
adopting the wholesale water rates in order to meet the Agency's operating 
expenses, purchase materials (water) and meet the Agency's reserve needs. 
Therefore, the Board finds and determines based upon substantial evidence 
that the establishment of the wholesale water rates are exempt from CEQA, 
pursuant to Section 21 OSO(b )(8) of the Public Resources Code and Section 
15273(a) of the State CEQA Guidelines because the establishment of the 
water rates is for the purpose of meeting operating expenses, purchasing 
materials (water) and meeting the Agency's reserve needs. 

11 ) The Agency only sells water to retail water purveyors and does not sell water 
to landowners; therefore, the wholesale water rates adopted by this 
Resolution do not involve a property-related service, and the requirements of 
Proposition 218 and Government Code section 53750, et. seq., do not apply. 
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San Gorgorlo Pass Watet Agency 
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12) This Resolution shall become effective Immediately ("effective date"), and the 
wholesale water rates provided herein shall apply to all water delivered from 
the effective date and thereafter until such time as the rates are changed by 
action of the Board. It is the intent of the Board that the wholesale water rates 
established herein shall continue for a minimum of five (5) years from and 
after the effective date (2008-2009 to 2012-2013). 

13) If any section, subsection, paragraph, sentence, clause, or phrase of this 
Resolution or its application to any person or entity is held or decided to be 
invalid, inoperative or unenforceable for any reason by any court of 
competent jurisdiction, such reason shall not have the effect of rendering any 
other provision(s) invalid, Inoperative or unenforceable. Provided, however, 
that if the water rate(s) established by this Resolution is declared invalid, or is 
otherwise struck down, the water rate in effect prior to the effective date of 
this Resolution shall be restored, revived, and brought to full force and effect. 

14) The Secretary of the Agency is hereby directed to mail copies of this 
Resolution to every retail water purveyor that purchases water from the 
Agency. 

The foregoing resolution was duly passed at a regular meeting of the Board of Directors 
of the San Gorgonio Pass Water Agency on February 17,2009 by the following roll call 
vote: 

Ayes: 
Noes: 
Abstain: 
Absent: 

Haring, Voigt, Morris, Workman, Dysart, Dickson and Jeter 
None 
None 
None 

I certify that this Is a true, full and corred copy Resolution 2009-03, approved by the Board of 
Directors of the San Gorgonio Pass Water Agency at its meeting held on February 17, 2009. 
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FINAL DRAFT 

WATER RATE STUDY 
FOR 
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FINAL DRAFT 

WATER RATE STUDY FOR 
SAN GORGONIO PASS WATER AGENCY 

FEBRUARY 2, 2009 

Prepared for 
SAN GoRGONIOPASS WATER AGENCY 

J 21 0 Beaumont Avenue 
Beaumont, California 92223 

(951) 845~2577 

Preeared by 

DAVID TAUSSIG & ASSOCIAn:s, INc. 
5000 Birch Street, Suite 6000 

Newport Beach, Califomia 92660 
(949) 955-1500 

Page 10 
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I. Introduction 

In September, 2008 the San Gorgonio Pass Water Agency ("SGPWA"), a State Water Project 
("SWP") Contractor, authorized David Taussig and Associates, Inc. ("DTA") to prepare a 
comprehensive m1c study for proposed wholesale water rates that SGPWA would charge to its 
retail water districts. This study incorporates the guidelines of American Water Works 
Association publication M 1 L and will determine the revenue requirements necessary to fund the 
approptiate SGPWA operating and Department of Water Resources ("DWR") SWP water 
purchase pass tluough costs, dry year water purchases, reserves for new water purchases and 
related reserves over a five year period. Fwthermore, this study will demonstrate that the 
proposed wholesale water t'ate will: 

• Genemte revenues ~hat will not exceed the funds required to provide the related services 
• Generate reve11ues that will not be used for any purpose other than that for which the rate 

is imposed 
• Will be unifom1ly charged to the retnil customers 

SOPWA was fanned pursuant to Water Code Appendix Sections 101 ~ 1 to 52 ("Act''). Section 25 
of the Act provides for the charging of water rates as follows: 

"The board of directors, so far as practicable, shall fix such rate or rates for water in the 
agency and in each improvement district therein as will result in revenues that will pay 
the operating expenses of the agency. and the improvement district, provide for the 
repairs and depreciation of works, provide a reasonable surplus for improvements, 
extensions and enlargements, pay the interest on bonded debt, and provide a sinking or 
other fw1d for the payment of the principal of such debt as it may become due. Said rates 
for water in each improvement district may vary from the rates of the agency and from 
other improvement districts therein." 

SGPWA Ordinance No. 8 mandates that the Agency, at a minhmun, shall establish and charge 
rates for: 

u[T]he delivery ofSOPWA Water sufficient to cover SGPWA's variable costs 
(including off-aqueducl costs) for delivery of SGPWA Water, internal SGPWA 
costs and other amounts as determined by the SGPW A Board of Directors 
reasonably related to the cost of delivery." 

This study and its supporting rate model will focus upon the use of the SGPWA water rate for 
funding of the seven (7) cost components of SGPWA's Cost of Delivery, which are (1) 
operations cost, (2) administrative overhead cost, (3) SBVMWD pass through cost, (4) DWR 
pass through cost, (5) dry year transfer program cost, (6) rate stabilization reserve contribution, 
and (7) new water pW'chase surplus reserve contribution. Each of these seven cost components is 
described in Section 25 of the Act and each is a cost of delivery of SGPWA Water, and internal 
SGPW A cost and/or reasonably related to the cost of delivery of SGPWA water. 

1 American Water Works Association, Principals of Water Rates, Fees. and Charges (Manual of Water Supply 
Practices M I), Fifth Edition 
San Gorgonio Paf-s H'ater Age11cy 
Water Rote Stml)! 

February 1, 1009 
Pnge2 
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As an example, a key element in this study and its supporting rate model will be the funding of a 
reasonable surplus for repairs, improvements, extensions, and enlargements. principal and 
interest on bonded debt dedicated to the purchase of additiona1 water to assist in offsetting the 
reduction in reliability of the SWP. With the amount of water deliveries from DWR uncertain 
from year to year, as well as drought conditions within the local watershed, it is essential that 
SGPW A maintain the ability to fund additional water purchases in any given year in order to 
maintain the high level of water reliability that the service area demands. As a result, these 
expenses are considered SGPW A "operating expenses" and ''repairs" under Section 25 of the 
Act to repair the lost reli11bility of SWP wtd "costs for deli very" w1der SGPWA Ordinwtce No. 8. 

San Gurgonlo Pass Water Agency 
Water Rail! Struly 

February 1, 2009 
PttgeJ 
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II. Background 

In 1961 SGPW A was formed pursuant to the Act a." a result of the approval by the voters of 
California of the Bums-Porter Act, which authorized the financing and construction of the SWP. 
SGPWA entered into a contract with DWR in J 962 for Table A Amount2 capacity in the SWP, 
which is currently 17,300 acre-ft per year (''AFY") to bring supplemental water to the SGPWA 
service area3

. The SWP system originates at OroviJle Reservoir in Northern California and water 
is delivered through a series of dnms, pipelines, rivers, Sacrwnento Delta canals, sloughs, 
reservoirs and pumping stations to the SGPW A turnout at Devil Canyon in San Bemardino 
County. From that point it is delivered by pipeline, pump stations and reservoir to the SGPWA 
SWP tenninus nt Cherry Valley, in Northem Riverside County. 

The primary source of locaJ water supply to tl1e SGPWA service area at the present time is 
natural surface nmoff and groundwater basins. The major groundwater basin is the Beaumont 
Storage Unit ( .. BSU"), which serves the City of Beaumont through the Beaumont-Cherry Valley 
Water District ("BCVWD"), the Cities of Calimesa and Yucaipa through the Yucaipa Valley 
Water District C'YVWD''), the City of Banning and the South Mesa Mutual Water Company 
("SMMWC"). The BSU was detennined by the Riverside Superior Court in 2004 to be in 
overdraft and a watermaster was appointed to manage the BSU through controlled overdraft 
(temporary surplus) through 2013.4 

C...alifornin has bee.n experiencing recent shortages in rainfall and snowmelt, in addition to 
cutbacks in SWP water deliveries due to envil'Omnental court challenges. SOPWA's current 
long-term reliability uf water supply from the SWP is estimated to be reduced to 63%, or to 
about 11,000 AFY, ofSGPWA's 17,300 AFY Table A Amount.5 SGPWA needs to replace the 
reduced water supply with water supplies to repair the lost reliability of the SWP ("new water"). 
A small percentage of the SGPWA water rate ($22 per acre-ft) will be allocated to provide a 
reasonable surplus reserve to finance the acquisition of new water to repair the lost reliability of 
the SGPWA SWP supplies. 

A more detailed discussion. is set forth in Appendix A attached hereto. 

z Table A water is SGPWA' s arutual entitled water amounts from DWR pursuant to Contract Between the State of 
~lifomia. Dept. of Water Resources ru1d San Gorgouio Pa~~ Water Agency, for a Wnter Supply. dated l61b day of 
November, \962, and its subsequent Amendments 
3 An ucre-ft of water is the volume of water that will approximately cover a football field one foot deep. TI1e average 
household water use in the SGPWA service area is presently calculated .63 AFY 
·' See also, San Gorgonio Pass Wacer Agency Report on Water Conditions (Reporting Period 2006-2007), dated 
December 2008. 
5 Kennedy/Jenks Consultants Memornndum, "Water Supply Reliability of the San Gorgonio Pass Water Agency", 
dated January 2. 2009. ---- ---
Soli Gorgo11lo Pnss Wttter Agency 
Water Rate Study 

February 2,1009 
Poge4_ 
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Ill. Revenues 

SGPWA ha.o; four basic revenue components available to finance its Mission. These are pre­
Proposition 13 ad valorem taxes, shared 1 % ad valorem taxes, water rates und capacity feeR. The 
Mission statement for SGPW A is quoted herein: 

"The San Gorgonio Pass Water Agency's mission is to import supplemental 
water n11d to protect and enhance local water supplies for use by present and 
future water users and to sell imported water to local water districts within 
the service areas of the San Gorgonio Pass Water Agency. 

The San Gorgonio Pass Water Agency pl'omotes water conservation, 
education and cflicient use of our water resources. 

The Agency's goal is to maximi;.:r..e the quality, quantity and reliability or 
available water in the most financially responsible and environmentally 
sensitive manner." 

SGPWA's three principal sources of revenue currently in place are pre-Proposition 13 ad 
valorem taxes, L% revenues and water rates6

• Pre-Proposition 13 ad valorem revenues are 
basically dedicated to the debt service flmd for repayment of the SWP costs. The revenue:; 
received from the l% ad valorem property taxes pay for SGPWA local operations and 
maintenance, a mnjor portion of SOPWA administrative costs Wld a proportionate share of 
capital improvement costs and expected new water supply pW'chases. SGPWA policy dictates 
that the 1% revenues fund the Disbi ct's operations, except for 5% of the administrative overhead 
costs Md 50% of the Operations Manager's time, which are funded through the water rates. 
Water rates ar:e charged to SGPW A's retail agency customers for the purchase of imported 
water. See Section IV for a detailed description of the items funded through the water rates. In 
the near future SGPWA is planning to augment annual revenues by instituting a capacity fee that 
wiU insure that new development will pay its fair share of facility costs needed to mitigate the 
impacts of future growth and a proportionate share of the cost to purchase new water required to 
serve new growth and to maintain and repair the lost reliability of the SWP that SGPWA requires 
to adequately serve the needs of the area. In essence, the capacity fee will pay for new water 
needed for growth and a small portion of the water rate will pay for new water needed for 
reliability for existing users. 

6 Ad valorem taxes were limited and I% revenues established as R re!lult of Proposition 13 (Jnrvis Amendment to the 
California Constitution) adopted by the voters in 1917. Proposition 218. pa.,sed by the votCI'S in 1996, created new 
procedur~s for adopting retail water rates. SGPWA 's water rate~ proposed in this study ore not impacted by 
Proposition 218. See Appendix B fm• a more detailed discussion. 
Snn Gorgo11/o Pass Water AgeiiL'Y 
Water Rate Study 

February 1, 2009 
P»gcS 
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Relationship of Four Sources of Revenue and the Cost of 
Purchase of New Water 

In order to can-y out its Mission to import supplemental water, it is estimated SGPW A 
wi!J need to import approximately of 70,000 acre-feet of imported water by the time the 
study area reaches build out conditions7

• In order to provide that amount of watet·, 
SGPWA will need to build pipelines, pump stations. turnouts, reservoirs and spreading 
grounds and acquire new additional rel iable water sources. lt is estimated by reasonable 
engineering estimates that, in current dollar values, $54.111 million wiJI be needed to be 
invested in SGPW A facilities nnd supplemental new water purchases over the next 5-8 
years. These facilities include pipeline extensions to Banning, a new groundwater 
recharge facility and purchase of new water rights. These are near tenn facility needs and 
by no means represent the long term build out facility needs of SGPW A. Present 
planning does not require that all of the needed funds be raised at the outset, but it does 
require that money be raised at strategic points in advance of the time that the demand for 
additional supplies will be needed. The water rates proposed in this study cover the costs 
of maintaining and repairing lost water supply reliability of the SWP for existing users 
throughout Lhe service area, while funds fm· pipelines and recharge facilities will be 
flmded through other revenue sow·ces. SGPWA intends to utilize its four basic revenue 
components to fund projects jn a maruter that meets SGPW A goals as well as the 
requirements of the public agency financial markets. 

At this time, it is determined reasonable and prudent to acquire 10,000 acre-feet of new 
water supplies for reliability as the next step towards carrying out SGPWA's Mission. It 
is estimated by reasonable market analysis that costs to acquire such new water supplies 
wi11 be in the range of awproximately $40 million for 10,000 acre-feet, depending upon a 
vmiety of market forces . A portion of the water rates will be devoted to the acquisition 
of new water either through debt financing or direct "pay-ac;-you-go" purchase, or a 
combination of both. New water supplies required for new development will be funded 
through the proposed capacity fee program. 

The negotiations for acquisition of new wnter will commence early in 2009, and the 
water rate with the "new water" component will enhance the oppm1unities for successful 
completion of such negotiations. 

lt must be pointed out that the cost of new water and the conditions ofthe public agency 
financing market may require an adjustment of the water rate "new water" component as 
more infonnation becomes known. However, at this time at the beginning of the 
acquisition process, the •:new water" component of the water rate is believed to be at a 
reasonable and prudent level. 

This study focuses on the revenue requirements of the wholesale WAter rate in order to 
pay for the costs related to the delivery of imported water and a. reasonable surplus for 

7 DmftSupplcmental Water Plan by Albert Webb and Assoc., 2008 
1 Of the S54.1 M, $40M is allocated to new water purchase for supply and improved reliability, SS.5M is allocated 
to the over sizing of the pipeline to Banning and tJ1e remninder toll wnter recharge facility for the BSU. 
9 Kennedy/Jenks Consultants Memorandum, "Probable Cost of Water Tran.sfers"! dated July I 6, 2008. 
Stm GorgottiCJ Pass Water A.gem:,v Fehmary Z, 2009 
W41tr Httte Stut/y Pnge 6 
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needed repairs to the SWP water supply reliability by the purchase of new water 
necessary to insure a .safe and reliable water supply to its customer retail agtncies. 

The initial new water purchase, estimated to cost $40 million plus the cost of issuance of 
any bonded debt, will be funded by other sources of revenue in addition to a small 
portion of the water rate. Although it is fair for existing water users to pay for a portion 
of the coste; of repairing the lost water reliability of the SWP through new water 
pw·chnscs, it is also fair for future water usets to pny their fair share of a portion of such 
water from facility capacity fees imposed as a condition of land development. Thus 
existing users and future users will equitably share in the overall costs of the new water 
supplies. For instance, the BSU is in need of replenishment and all BSU overlyers have u 
significant interest in replenishment of the BSU to improve BSU long-term reliability. 
Thus, it is a significant advantage and benefit to the BSU rate payers to contribute to the 
cost of new water purchases. 

In order to maintain flexibility in allocating the new water supply to all water rate payer 
areas within the SGPWA service area, und not just the BSU service area. the SGPWA 
policy is to give the highest priority to overlying areas with overdraft groundwater basins. 
Thus. new water purchased from water rates paid by areas overlying overdrafted 
groundwater basins would be given first priority to purchase new water to the extent of 
the contribution for replenishment purposes. If such water is not purchased, then it would 
be available for purchase by other user rate payers contributing to the purchase of new 
water. This flexibility allows water to be allocated to maximize beneficial usc as dictated 
by local choice. 

Water Rate Revenues 
Annual water rate revenues are based on the volume of water sales. Water sale~ are 
limited by delivery capacity, the availability of Table A water and the availability of new 
water supplies. Table 1 below shows the annuaJ revenues and expenses :for a five year 
period beginning with fiscal year (July 1 to June 30) 2008-2009. Fiscal year 2008-2009 is 
used as the base year for both revenues and expenses. Water sales for the base fiscal year 
are expected to hold at the current estimated demand of 6,479 acre-feet. The base year 
water rate is detennined by computing the weighted average between the existing rate 
($21 1 per acre-foot) and the new proposed rate ($277 per ncre-ft) to go into effect mid­
FY (February 2, 2009). For example. the S211 per acre-foot rate was and will be in effect 
from July 1, 2008 to February 2. 2009, or 7.07 months, or 58.93% of one year. Table 2 
below shows the average rate and revenue estimate for Fiscal Year 2008-2009. The 
revenue fi·om water sales for the base year is calculated by multiplying the average rate 
by the water sales in acre-feet: 

$238.11 x 6,479 acre-feet= $1,542,696 

Sa11 Gorgo11io Pass Water Agem:y 
.!!'ater Rate Study 

February }, 1009 
Pag~ 7 
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The rate analysis in Table 1 (Page 8) wa'l performed on a Fiscal Year basis using actual 
and projected annual revenues and costs. Table 2 below shows the calculation for the 
average rate and estimated revenue for FY 2008-2009, based on pro-ration of the new 
rate of $277 per acre-ft to be implemented on February 2, 2009. 

Table 2 
Average Rate and Estimated Rewnue for 2008-2009 

Percent of Prorated 
Rate Months in 

Fiscal Year In 
water Sales 

($per AF) effect 
effect sales Re~.enue 

(AF) 
$21 1.00 7.07 58,93% 3,818 $ 805,594 
$2'77.00 4.93 41 .07% 2,66.1 $ i37,102 
$238.11 12.00 10.0 .00% ,. 6,479 $ 1;542.e9e 

Table 3 (Page 1 0) shows the summary of revenues and costs for the next two fiscal years 
and those costs shown as dollars per acre-ft, based on projected water sales for each fiscal 
year. 

ln the past, as in the base year~ revenues from water rates have not been sufficient to 
cover all of the related costs of delivery. Revenues from the general fund have been wed 
to subsidize the water rate account to meet any short faJls. For the base year as shown on 
Table 3 (Page 10), $94,125 will be needed from general fund revenues to meet the total 
cost of delivery. In future years (2009-201 0 to 2012-2013) the rates are set at a constant 
rate of $317.00 with the intent that no subsidy from the general fund will be needed. This 
strategy is based on the following key factors: 

l. The water rate is calculated to offset the energy cost increases from DWR, and 
2. Expected growth in sales voh.une will result in additional revemte to meet fixed 

and variable cost obligations 

Table 3 (Page 10) indicates that for Fiscal year 2009-2010 an increase in the water rate of 
33.13% (from $277 per acre-.ft to $317 per acre-:ft) will be needed to meet costs. A large 
increase in DWR energy costs and low expected sales are the two primary factors in the 
need for the large increase. In subsequent fiscal years no increase in rates will be needed 
as expected increased water sales volume and assumed steady levels of DWR enel'gy 
costs contribute to generally maintaining revenues at the same level of costs. The rate 
stabilization reserve fund will be used to mitigate years of negative cash flow, yet 
revenues in subsequent years are sufficient to repay the rate stabilization fund quickly. 

S(ltt Gorgonio Ptus Water Agency 
Water Rule StlldJ' 

FebrlltiTJ' 1, 1009 
Pt~ge 9 
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Table 3 
Re\efluea and Expe116M In $ per Acre..ft 
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IV. Cost of Delivery 

The common tem1inology for costs paid for by water rates is Cost of Service. The American 
Water Works Ac;sociation Manual Ml broadly defines Cost of Service as: 

"The opcm.ting and. capital costs incurred in meeting various 1:1Spects of providing water service, 
such as customer billing costs, demand related costs, and variable costs." 

Costs identified in this report ure related to the delivery of SGPW A water nnd fall well within. 
and are consistent with the broad limitations of lhe Ml Manual. For the purposes of this report, 
the more specific term, "Cost of Delivery" will be used and means the costs related to securing 
water commensurate with SGPWA ·s SWP Table A Amount, currently being 17,300 APY, and 
any other sources of water that the SGPWA Board deems necessary and prudent. 

Cost of Delivery includes operations, administrative overhead, SBVMWD pass-through, dry 
year transfer costs, rate stabilization surplus reserves and new water purchase surplus reserve 
contributions. The largest component of SGPW A annual cost-; is the purchase of imported water 
from DWR. At this time, the best infmmation available indicates that the cost of energy to 
operate SWP will continue to increase in the future, primarily due to general inflation and the 
"green" energy requirements of AB 32t more fully discussed wtder the '"Department of Water 
Resources Pass 1brough11 section below. DWR has indicated by their annual forecast of expected 
energy costs that the energy cost for 2009 will rise by almost 16%. lncreases thereafter are 
uncertain, mainly due. to uncertain future weather conditions and the corresponding levels of 
reservoirs wtd hydroelectric power gene1ation. Lower reservoir levels reduce the output of 
hydroelectric generators, thereby incre-<~.oring the demand for more expensive fossil fuel related 
power. Due to these expected increases in DWR energy costs over the five year period, it will be 
necessary to raise water rates once in FY 2009-2010 (in addition to the February 2, 2009 
increase) over the five year study period to cover the costs of delivery (see Table 1, page 8). The 
one-time annual increase of 33.13% (from $277 per acre-n to $317 per acre-ft) in fiscal year 
2009-2010 is necessary to offset both increased D'WR energy rates and decreased forecasted 
water sales. By implementing the substantial increase in FY 20019-2010 and holding the rate 
constant over the next tlll'ee fiscal years, it is reasonable to estimate SGPWA can most closely 
match revenues with expenses on both an annual basis and on a cumulative basis over the five 
year study period. 

Use of the 2008-2009 budget is a reasonable assumption because the actual costs to date ate very 
close to budget predictions and there are no major foreseen differences in cost assumptions for 
the first half of calendar year 2009. In addition to the planned increases in water rates over the 
next five (5) years, SGPWA is including a rate stabilization reserve. lt is believed that the rate 
stabilization reserve will adequately fund negative net operating revenues in any given year 
caused by energy cost ·fluctuations and lower than expected revenues that occur when there is 
less watel' available to sell. The total Cost of Delivery is the aggregate of the following 
categories: 

• SGPW A Operations Cost 
• SGPWA Administrative Overhead Cost 
• SBVMWD Pass Through Cost 
• DWR Pass Tlu·ough Cost 
• Dry Year Transfer Program Cost 

Salt Gorgonitl Pau Water Age11cy February 2, 1009 
Water Rate Sturfv ___ ___._ PageJJ 
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• Rate Stabilization SurplLJS Reserve Contribution 
• New Water Pw'Cha'le Surplus Reserve Contribution 

The rate design used for this study is the uniform volume rate for wholesale service, as discussed 
in A WWA Ml manual 10

• Applying a uniform ra1e to the volume of water purchased is a straight 
forward method to calculate water rates and is consistent with the current rate structure. TI1e 
wholesale water rate applicable to water sold by the Agency to retail water purveyors within the 
Agency's jurisdiction upstream of Cherry Valley Pump Station will be $8 less than the rates set 
for water sold to retail wt~ter purveyors downstream of Cherry Valley Pump Station. 11 This price 
differential is due to DWR's lower energy and transmission costs upstream of Cherry Valley 
Pump Station. The SGPWA retail customers share common major goals, such as BSU 
replenishment and long term reliability of water sources. Therefore, other than the cost 
differen.ce upstream and downstream from Cherry Valley Pump Station, there is no need to 
allocate costs of delivery by customer class or seasonal demands at this time. 

Operational Expenses 
SGPWA's operational expenses are allocated to SWP operations and maintenance costs 
and local operations and maintenance cost<J. S WP operations and maintenance costs w.·c 
fm1ded through pre-Proposition 13 ad valorem tax revenues, with the exception of 50% of 
the Operations Manager's salary and benefit cost. This is based on an analysis of typical 
duties and responsibilities of the Operations Manager with respect to the delivery and 
purchase of imported water from the SWP and represents a reasonable allocation of the 
Operations Manager's time. A recent audit of the Operations Manager's time charges 
over the past six months confirmed the daily duties and responsibilities of this position 
still result in a S0/50 ratio, within a 10% margin of error, between SWP related work 
activities and work activities related to local operations and maintenance. For the base 
year, SGPWA Finance Department cstimetcs the salary and benefit cost to be $132,200. 

50% x $132,200 = $66,100 or approximately $10 per acre-foot based on sales of 6,479 
acre-feet 

The other 50% of the costs ofthe opcl'ations manager are charged to SGPWA's share of 
debt service and operations of the SWP. These casts are funded from pre-Proposition 13 
ad valorem tax revenues. 

Budget increases in subsequent years for Operations Manager's costs are largely 
dependent on industry wide increases in labor costs. For subsequent years the 50% 
allocation of the Operations Manager's salary and benefit budget is escalated at 3.9% 
wmually, which is based on an average of annual labor compensation increases, by 
percentage, over the last six (6) years, as provided by the U.S. Department ofLabot· (See 
Table 4 below). 

10 Ame1·ican Water Works Association, Principals of Water Rates, Fees, tjnd Chnrges (Manual of Wa~er Supply 
Practices Ml ), Fifth Edition 
11 "2008 Transportation Vari~ble Plant Unit Rates (Energy and Transmission)", State Water Project Analysis Oftice, 
dated Februnrv 26,2008. 
Sttll Gorgo11/0 Pass Wflter AgeiiCJ' 
Water Rate St11dy 

February 1, 2009 
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Table 4 
Percent Changes In the Employment Cost Index (EC I) 1 

Year 2003 2004 2005 2006 2007 2008 

I Percent change In Employment Cost 
Index 4.3 3.8 3.5 3.8 4.8 3.5 

Average annual' 3.9 ~ 

1. U.S. Department of Labor, Bureau of Labor Statiatics, see State and Local Governments Section, 
"Compensation" 

Administrative Overhead Allocation 
SGPWA charges a portion of direct and indirect costs of administrative overhead to water 
rates. It is reasonabJe to conclude that the General Manager, Finance Manager and 
Administrative Assistant spend approxin1ately 4 hot.lts per week each related to planning, 
delivering and billing for imported water related services. This amounts to approximately 
I 0% of the SGPWA salary and benefit budget on an annual basis. Table 1 (Page 8) lists 
the various line items that make up the salary and benefit budget for the base year. Since 
these percentages can fluctuate in the future due to many operational variables, it is 
conservative to assume a 5% allocation to insure that the proposed rate does not cover 
administrative costs other than those related to water delivery services. The bolded line 
item described as "5% of the Total Administrative Overhead" on Table 1 (Page 8) 
represents 5% of the total salary and benefit budget which is allocated to the water mte. 

5% x $455,383 = $22,769 or approximately $3.50 per net-e-foot based on water sales of 
6,479 acre-feet in the base yt:ar. 

As with annual escalations for Opemtional Expenses discussed above, this 
Administrative Overhead component is labor intensive and therefore uses the same 3.90.4 
escalation rate. 

San Bernardino Valley Municipal Water District Pass Through 
As ctiscussed in the Background section of this report, imported SWP water is conveyed 
from the Devil Canyon delivery point through the East Branch Extension facilities that 
are owned by San Bernardino Valley Municipal Wa.tJ:.r District ("SBVMWD',), subject to 
SGPW A's capacity rights. SBVMWD operates and maintains these facilities and charges 
SGPWA for a proportionate share of its operations labor cost at a melded rate of 
approximately $56 per hour, which is reflected in the costs shown on Table 1 (Page 8) for 
the base year. Last year's total billing from SBVMWD amOlmted to $95,206. At present, 
50% of this totaJ cost is fimded through geneml fund revenues and 50% is allocated to 
water rate, based on the assumption that the benefits received and the costs allocated 
from the delivery of SWP water through SBVMWD facilities are equally split between 
property tax based revenues and consumption related water rates. Therefore: 

50% x $95,206 = $47,603, or approximately $8 per acre-foot based on water sales of 
6,479 acre-feet in the base year 

As with annual escaJations for Operational Expenses cliscussed nbove. this pass through 
component is labor intensive and will use the same 3.9% escalation. 

San Gotgonlo Pass Water Age11cy 
Water Rate Stud)' 

Febmazy 2, 1009 
P11ge!J 
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Department of Water Resources Pass Through 
Energy and Transmission Costs 

Page 24 

The DWR water rate charged to SGPWA through the SWP Contract incJudes an 
energy component (electric power), a transmission component (non-power related 
operating costs) and a prior year cost recovery adjustment (see Page l3 "Prior 
Year Adjustment, subsection). 'The amount of the energy and the transmission 
costs that are passed on to SGPW A depend upon the location of the delivery point 
of the Phase I facilities. For instance, the delivery costs for 2008, in $ per act-e­
foot: 

Upstream of Cherry Valley Pump Station: 
• Energy Cost $196.7289 
• Transmission Cost $ 14.5680 
• Total $211.2969 

Downstream of Cherry Valley Pump Station: 
• Energy Cost $204.7929 
• Transmission Cost $ 14.9687 
• TotaJ $219.7616 

Con~ervative unit costs for downstream of Cherry Valley Pump Station were used 
because most of the water demand occurs downstream of this pump station. The 
calendar base year costs and the subsequent year escalated costs were taken from 
Table 5 (Page 15), "DWR Delivery Costs" for downstream of Cherry Valley 
Pump Station. DWR costs are expected to jwnp dramatically in 2009 due to lower 
reservoir storage levels which results in reduced production of hydroelectric 
energy. DWR estimates the per mil energy rate that they will pay will jmnp from 
$38 to $44 in 2009, or a l5.8% increase. Increases beyond 2009 are dillicult to 
detennine as future rates will depend on climate, storage levels in reservoirs, 
envirorunental regulation and the cost of fossil fuel generated power. This study 
assumes the DWR estimate for 2009, i.e. energy costs wilJ increase by 15.8%. 
2010 and 2011 will hold constant and 2012 will see a JO% increase. While it is 
speculative at this time to expect energy costs to rise almost 16% per year for all 
subsequent years, holding costs constant for two years (201 0 and 20 11) and 
increasing costs by 10% in the last year {2012) is n reasonable assumption that 
takes into account an improvement in climate conditions and improved 
efficiencies in the overall SWP delivery system. This is strictly a best estimate 
and it must be understood that rates will need to be adjusted if actual costs 
produce u trend that is different from that based on these assumptions. 

It is planned that transmission cost will be held constant over the five (5) year 
period because this number has historically held constant. 

Stm Gorgoniu Pa.s.'> Water Age11cy 
Water Rale Stml.v 

february 2, 2009 
Page 14 
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Table 5 
DWR Deliwry Cost11 

2008 2009 . 

Page25 

2010 2011 2012 
-Downstream of Cheny Valley Pump Station 

Energy Cost 204.7929 237.1286 237.1286 237.1286 260.8415 
Transmission Cost 14.9687 14.9687 14.9687 14.9687 16.4656 
Total Cost 219.7616 252.0973 252.0973 252.0973 277.3071 

lnftat•on adJU&tment In 2012 10.00% 

Prior Year Adjustment 

Since DWR cannot predict exact energy costs aud volume demand each budget 
year, DWR bills SGPW A, in addition to its periodic charges, intenni.ttent charges 
to account foa· the exact energy cost increases within the calendar yenr. Also, an 
annual charge or (:red it at the end of the calendar year may be billed to cover any 
understating or· overstating of the energy component of their rate. In 2008 an 
ndditional $264,100 was billed to SOPW A. However, for 2009 it is expected that 
DWR wiJl refund $227,800. SGPWA's Board has acted to combine these two 
DWR actions into one year and apply the difference between the debit and credit 
($36,300) to the 2008~2009 rate (or approximately $6 per acre4oot). Table 1 
(Page 8) shows the prior year adjus(ment credit of $36,000 in Fiscal Year 2008~ 
2009. It is also expected that over the long run, the charges and refunds will tend 
to offset each other based on historical trends. For this reason it is nsswned for 
Fiscal Year 2010~2011 and beyond the annual adjustments will be assumed to be 
zero. 

Expected Power Cost Increases 

It is expected that energy costs will increase over the long-tetm for at least three 
reasons: inflation, .. green" energy legislation, and mat·ginal cost increases. See 
Appendix C attached 

Yuba Dry Year Transfer Program 
SGPWA can purchase udcUtional water through an agrcement12 to purchase supplemental 
water from Yuba Cowtty Water District at clearly defined prices. Presently this is the 
least expensive supplemental water available to SGPWA. There are four categories of 
water in the agreement; Component 1, Component 2, Component 3, and Component 4. 
Each category has its own specific price, in$ per acre-ft, depending on dry, nonna4 wet 
or critical year conditions. This past year SGPWA purchased 68 acre~ft of Component 2 
water and 124 acre-ft of Component 1. 3 and 4 water, for a combined annual purchase of 
192 acre·ft. 

Obviously it is impossible to characterize futm·e water years in terms of ''dry" vs. "wet,. 
vs. "critical". As indicated in the Yuba agreement, each type of year has a specific water 

12 Agreement for the Supply and Conveyance of Water by the Department o~IUer Resources for the Stntc of 
Califomia to the Participating Sate Water Contractol's Under the Drv Year Water Purchase Program. dated March 
31.2008 
Stm Gorgonlo Pn.ts Water Age11cy Fttbmar_v 2, 2009 
Wn~rRa~~S~n-td~~------------------------------------------------·----PD~g~e_1~5 
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rate varying between $25 per acre-ft in a wet year for Component 2 water to $125 pet· 
acre-ft in a critical year for Component 3 and 4 water. For the purposes of this study it is 
conservatively a.c;sumed that the price of Yuba water purchased wm be the critical year 
price of $125 per acre-ft. Based on the recent annual purchase of 192 acre-ft., it is also 
assumed that SGPWA will continue to purchase approximately 200 acre-feet of 
additional water through the Yuba Dry Year Transfer Program as set forth in Table 1. 
(Page 8). The base year water cost i~ us.sumed as follows: 

$125 x 200 ncrc-fect :o: $25,000, or $3.86 per acre-foot based on water sales of 6,479 
acre-feet 

No costs are shown on the "delivery cost'' line item because the delivery costs 
attributable to Dry Year Transfers are included in DWR pass through costs. 

It is very difficult to predict, especially during these times of protracted wuter shortage, 
the levels of water purchases from this program. During wet years obviously SGPW A 
wiU not need to purchase large quantities of water. However, dtuing critical years, 
SGPWA might need to purchase as much water as possible, limited by agreen1ent to a 
percel'l.tage of SWP Table A water. Therefore, in the absence of any clear trends in 
historical data or any credible estimates, this study uses conservative assumptions as to 
the amount and price of expected purchases of Yuba water. 

Surplus Reserves 
Each year funds fi·om net operating revenue are set aside for the purpose of 

• Rate stabilization 
• Purchase of new water 

A total of $33 per acre-ft of annual water sales is dedicated to fully funding the rate 
program, consisting of both rate stabilization and new water purchase components. The 
rate stabilization fund will be capped at approximately 1500/o of the maxlmwn annual 
revenue shortfall year in the five year study. Any rate stabilization contribution over and 
above the cap wiU flow over into the reserve fund for the purchase of new water. 

Rate Stabilization Surplus Reserves 

In order lO manage the effects of tluctuations in energy costs, delivery costs, 
facility maintenance costs and sales volume on the ability of SGPW A to meet 
expenses on an annual basis, SGPW A will implement a rate stabilization surplus 
reserve. In dry years the availability of water to sell is reduced, possibly resulting 
in various fixed. costs not abl.e to be funded through. rates and water sales. A rate 
stabilization reserve will be used to meet the obligations in such dry years. The 
rate stabilization surplus reserve will be funded at the rate of $11 per acre ft of 
water sales until the rate stabilization Slll'plus reserve balance reaches a maximwn 
of at least 150% of the revenue shortfall in the year of max.itmun deficit. Table 1 
(Page 8) indicates that FY 2012·2013 generates a deficit of $95,372, just w1der 
$100,000. TI1erefore the mti.Ximum balance is set at $150,000. Also, the maximum 
rate stabilization surplus reserve balance is projected to occur in FY 2011·2012. 
TI1e contribution to the rate stabilization surplus reserve in base year 2008-2009 is 

San Gnrgtmio Pass Water AgellC}' 
Water Rale Study 

February 1, 2009 
Psp16 
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derived from contributions aft:er the Febmary 2. 2009 inception date (41.07% of 
one year) and is estimated to be: 

$11 x 6,479 acre~feet x 41.07% = $29,270 

As shown on Table I (page 8), for FY 2012-2013 an operating deficit of $95,372 
will be offset by a contribution from the rate stabilization surplus reserve, leaving 
a baJw1ce in that fund of $54,628 to carry over into the next five year period. 
These balances in the rate stabilization surplus reserve provide a reasonable fund 
over the five year study period needed to avoid as much as practical uny rate 
fluctuations. 

Surplus Reserve for the Purchase of New Water (Repair Lost Reliability, 
SWP) 

The rate revenue will provide a surplus reserve to accumulnte for contribution 
together witl1 other SGPWA funds for the future purchase of new water, the 
purchase of rights to new water supplies, or both. The annual fixed amount to be 
set aside in early years is calculated by applying a $22 per acre-tbot allocation to 
the annual water sales volume in acre-feet. As the maximum rate stabilization 
surplus reserve reaches its maximum target, the excess rate stabilization funds 
will flow to the surplus reserve for the purchase of new water. In addition, excess 
operating revenues in any fiscal year will also be transferred to the surplus 1-eserve 
for the purchase of new watet·. As indicated in Table 1 (Page 8), beginning in year 
three the revenue stream for purchase of new water sh!U'ply increases. The fund 
contributions will vary year to year dependent on water sales and rate stabilization 
surplus reserve balances. Tile surplus reserve contribution for the purchase of new 
water for FY 2008-2009 is calculated as follows: 

$22 per acre-foot x 6,469 acre-ft x 41.07%:.: $58,540 

Fund Balances 
For each fiscal year the begiru1ing and ending balance for the water rate operating 
account is shown near the bottom of Table 1 (Page 8). The starting fund balance is zero, 
and as mentioned in the Revenue section of this report. a contribution from the general 
fund account will be needed to insure that there is no shortfall in the base year. The 
second year the study shows again a zero ending balance as a rate increase and a 
contribution from the rate stabilization surplus reserve is sufficient to meet costs and 
require no transfers from the general fund. Subsequent years will show modest surpluses 
and shortfalJs, with a closing balance of approximately $50,000 in the rate stabilization 
fund at the end of the study period. This demonstrates that the rates proposed wili be the 
minimum to generate revenues sufficient to meet expenses and reserve requirements over 
n five year period, with occasional borrowing from and repayment to the tute stabilization 
reserve fund to meet needs on an annual basis. 

Table t (Page 8) also shows the accumulation of surp.lus reserves balances for both rate 
stabilization smplus reserves and surplus reserves for the purchase of new water over the 
five (5) year study under the line items described as "Accumulated". 

Su11 G11rgonio Pas.'f Water Agellcy 
Wttler Rtlle Stll(/}' 

February 2, 2009 
Psge 17 
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V. Recommendation 

In order to fund the Cost of Delivery related to imported water activities, it is recommended that 
a uniform water rate of $277 per acre.foot (See Table 2, Page 9) be implemented for the service 
area downstream of Cherry Valley Pump Station ('~CVPS"), effective February 2, 2009. The new 
uniform water rate for the service area upstream of CVPS will be slightly lower due to lower 
DWR pass through costs. In fiscal year 2009~2010 it will be necessary to increase the uttitbrm 
water rate to $3 l7 .00 per acre· foot for the service area downstream of CVPS in order to meet 
operational expenses, avoid subsidies from the general fund and adequately fund water rute 
reserves. Again, the increased rate for the service area upstream of CVPS wiJI be slightly lower 
due to anticipated lower DWR pass through costs for the upstream segment. It is expected that 
DWR energy costs will increase over the five year study period requiring SGPWA to increase 
the rate to $317.00 per acre-foot (33.13% increase over the previous year) in Fiscal Year 2009-
2010. In subsequent years it is assumed that the volume of water. sales will increase and the level 
of energy costs from DWR will hold relatively steady, resulting in no need to increase the 
SGPWA water rate. Of course if any of these assumptions, or any of the assumptions made with 
respect to the other cost components discussed in this report become significantly different tram 
trends in actual costs incurred, the water rate level will need to be reviewed. 

1be proposed water rates will provide sufficient revenue to pay for the costs related to delivery 
of SWP water, contribute to a rate stabilization reserve of $11 per acre-foot of water sold, and 
contribute to a reserve fund for a portion of the cost for the purchase of new water at the rate of 
$22 pel' acre-foot of water sold. This fund and the expenditures that it will support will assist to 
provide the much needed water supply that will improve lost SWP water supply reliability, meet 
future increased demand from retaiJ agencies and meet groundwater replenishment goals. 

San Gorgcmifl Pass Water Agc11cy 
Water Rate Study 

f"ebrJUITJ' ], 2009 
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In 1960 the voters of the State of California approved the issuance of bonds to finance the 
constmction of the nations largest state built water storage and delivery system. This project, 
referred to ac; the State Water Project ("SWP"), relies on 29 water contractors to fund the debt 
service on SWP facilities financing incurred by the Department of Water Resources ("DWR"), 
the State agency responsible tor the construction, operation and maintenance of the S\VP. 
SGPW A (a SWP Contractnr) pays for its fair share of the debt service through ad valorem taxes. 
The SGPWA Board sets the ad valorem rate each year. CtuTently the rat~ is $0.17 per $100 of 
assessed valuation. This tax revenue is referred to in this report as pre·Proposition 13 ad valorem 
tax revenues. 

In 1961 SGPWA was formed for the pul'pose of delivering wholesale imported SWP water to its 
customer water retailers for the purpose of groundwater recharge and to supplement the demands 
of new growth in the area. The SOPWA service area includes the communities of Banning, 
Beaumont, Cnlimesa, Cherry Valley, Poppet Flat, Morongo Indian Reservation and Cabazon. 
SGPWA overlies several local groundwater basins of which the Beaumont Storage Unit ("BSU,') 
is the major groundwater supply. The BSU provides the potable water source for most of the 
retail agencies within the SGPWA service area. Because the annual water demands of the 
growing communities increased over the years, those demands began to exceed the water 
supplied by local runoff, and now the BSU is currently in a managed overdraft (see "Managed 
Basin" below). It is now necessary to replenish the basin to not only meet the local water 
demands but also restore groundwater levels. 

In 1962 SGPWA and DWR entered into a contract for capacity in the SWP ("SWP ContracC') 
whereby SGPW A would have a right to receive 15,000 acre-feet per year of imported water to 
2035 and extended periods thereafter ("Table A Amount"). SGPWA would then pay its 
proportionate share ofthe SWP debt fmancing, operations and maintenance costs to DWR on an 
annual basis. Since 1962 the entitled amount has been amended several times, with the current 
Table A Amount of 17,300 acrc-ft per year. The SWP Contract and debt financing was approved 
by the California voters in 1960 and, thus, is exempt from the limitations of Proposition 13 
limiting the use of ad valorem taxes to pay for the SWP Contract obligations. 

Water Supply 

TI1e SWP turnout that dellvers water to the SGPWA service area is located at Devil Canyon, 
located in the hms behind California State University, San Bemardino. SGPWA owns capacity 
rights in tbe pipelines, pwnp stations llJld reservoirs (collectively known as the Easl Branch 
Extension) from this point to Garden Air Creek, on the common boundary of San Bemnrdino and 
Riverside Counties. Downstream from this point SGPWA owns I 00% of capacity rights in all of 
the water storage and conveyance faciJities in the system. Most of the cost for these facilities is 
financed by DWR bonds. with the debt service for SGPWA's prop011ionate share repaid by 
SGPWA through pre-Proposition 13 ad valorem tax revenues. 

Water users and retailers in the SGPWA service area pl'imarily depend upon natural surface 
runoff and local groundwater basins to meet local water supply demands. The BSU is currently 
in overdraft, as the water demand of a growing population continues to exceed the natural 
recharge rate of the BSU. A local joint powers agency consisting of members dependant on 
San Gorgnnio Ptl.f$ Water Agem:j' 
_Wllter Rate Slmly 
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water from the BSU has been supporting the management of the BSU by a watermastcr through 
agreements and legal proceedings (see below), SGPWA has been replenishing the BSU with 
imported water since 2003. Beaumont-Cherry Valley Water District C'BCVWD.') has also been 
replenishing the BSU with imported water purchased from SGPW A since 2006. It has been 
detennined by SGPWA and the Watermaster that there is a need to increase the rate of 
replenishment of the BSU with imported water in the very near future. 

Manngcd Basin 

On February 20, 2003, the San Timoteo Watershed Management Authority, a joint powers public 
agency ("STWMA"), whose members arc the Beaumont-Cherry Valley Water District 
("BCVWD"), the City of Beaumont ("Beaumont"), the South Mesa Mutual Water Company 
("SMMWC''), and the Yuca.ipn Valley Water District (YVWD") filed a complaint in the 
Riverside Superior Court for adjudication of water rights, injunctive relief. and the imposition of 
a physical solution against the City of Banning (''Banning"), each of the members of STWMA, 
and various other alleged overlying landowners, pumpers, and appropriators within the 
boundaries of a certain area defined as the BSU. On February 17, 2004, a judgment pursuant to 
stipulation, was entered which provided, among other specifics, the BSU had a safe yield of 
8,650 acre-feet per year ("AFY''}, appointed a Watermaster consisting of representatives from 
Beaumont, Ranning, BCVWD, SMMWC. and YVWD, authorized a controlled overdraft 
(temporary surplus) of 16,000 AFY up to 160,000 AF over a ten-year period, and required each 
appropriator to provide fundc; to enable the Watennaster to replace water pumped in excess of 
the safe yield of 8,650 AFY. The ten-year period for the controlled overdraft runs out in 2013. 

Lost Reliability 

Shortages in rainfall and snowmelt within California and the Colorado River basin, and recent 
cutbacks in deliveries from the SWP due to environmental court challenges, have made it 
increasingly difficult fbr water purveyors to maintain and phm for sustained and reliable water 
deliveries. SGPWA is continuousl.y looking for opportunities to purchase additional water for 
storage and. BSU replenishment in order to maintain and repair lost reliability of the SWP within 
its service area. The primary sources of SGPWA general fund revenue are 1% Revenue ("'share 
of County 1% ad vulorem tax revenue") and wholesale water rates. In the near future SGPWA 
plam to implement a capacity fee program to insure that new development pays its fair share of 
capital improvements and new water purchases necessary to mitigate the impacts of growth. The 
SGPW A wholesale water rate must be calculated such that the expected revenues adequately and 
fairly t-ecover the DWR pass through costs, proportionate SGPW A overhead costs, additional 
short tenn dry year water purchases, rate stabilization reserves and contributions to the portion of 
the cost of new water purchases that are necessary for repair of SWP lost water delivery 
reliability. 

Still Gorgo11/o PoJs Water Age/It')' 
!Jfoter R11te SllldJ' 

FehrllnrJ' 1, 2009 
Page A-.? 
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In 1978 the voters of the State ofCalifornia passed Proposition 13 which placed a cap on 
ad valorem taxes of 1% of the then current llSsessed property value. The law further 
provides any new state taxes need a 2/3 vote by the legislature and any new localta.xes 
also require a 2/3 vote of the local voters. The cap on ad valorem taxes docs not apply to 
ad valorem taxes or special a.'!sessment to pay interest and redemption charges on any 
indebtedness approved by the voters prior to July 1, 1978. The Burns~Porter Act was 
approved by the voters in a State election in 1960, which authorized payments to the 
State DWR for the S\VP from revenues including those derived from ad valorem taxes on 
real property (Goodman v. County of Riverside (1983) 140 Cal. App 3rd 900). SGPWA 
has been levying an ad valorem tax on real property within its boundaries since it 
acquired capacity in the SWP by executing the SWP Contract in 1962. The current ad 
valorem tax rate is $.17 per$ t 00.00 of valuation to pay for the SWP Contract obligations 
and reserves, amounting to about $13,000,000 per year. This source of revenue will be 
used to pay for PhllSe I and PhllSe 11 extensions of the SWP into the service area. 

In addition to the ad valorem tax levy to pay for the SWP, pursuant to Proposition 13, 
SGPW A receives its proportionate share of the 1% on all ad valorem real property taxes 
levied in the County of Riverside each year. As assessed propelty values increase, the 1% 
share of revenues increases. The current amount received per year is about $2,200,000. 

Proposition 218 

In 1996, Proposition 218 was adopted adding Article XIII C and D to the California 
Constitution dealing with the initiative process and procedures involving real property 
related fees and charges. While some real property fees and charges require voter 
approval, it is clear that water agencies are exempt from such requirement. However, 
water agencies that serve water to landowners are still subject to certain requirements of 
Proposition 218, including: 

1. Revenues derived from the fee or charge shall not exceed the funds required to 
provide the property related service; 

2. Revenues derived from the fee or charge shall not be used tbr any purpose other 
than that tor which the fee charge was imposed; 

3. The runount of fee or change imposed upon any parcel or person as an incident of 
property ownership shaH not exceed the proportional cost of the service 
attributable to that parcel; 

4. No fee or change ruay be imposed for a setvic~ unless that service is actually used 
by. or immediately available to, the owner of the property in question. 

-------------------------------------------------------------------Sa/1 Gorgonlo Pa!JS Wmer AgcltCJ' 
-'!:_~!~Rate Study 

FebrllaT)' 2, 2009 
Page B-1 --- ----·--------:..=.:;...::::.....::... 
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SGPWA only sells water to retail water purveyors and does not sell water to landowners and, 
therefore, under Proposition 218, does not charge a water rate as a property~ related service. 
However, in the interest of insuring a fair and equitable rate to SGPWA retail water purveyors 
and to assist them in complying with Proposition 218, this study will incorporate the intent of the 
above mentioned requirements of Proposition 218 as an integral part of the study. 

Smr Gorgo11lo Pass Wftter Agetrcy 
Water Rnte Siudy 

Febr11ary 2, 2009 
Page B-2 
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APPENDIX.C 
Expected DWR Energy Cost Increases 

lt is expected that energy costs will increase over the long~tcrm for at least three reasons: 
inflation, "green" energy legislation, and marginal cost inc•·eases. 

First, general inflation wiJl raise costs ns raw materials, transportation, and labor costs 
incl'ease. 

Second, AB 32 (cited as Section 38500 of the Health. and Safety Code, "The California 
Global Warming Solutions Act of 2006"), passed by the legislature and signed by the 
governor, will require the DWR to !,'l'adually transition to .. greener" energy sources over 
time. At 1his time, "greener" eneL'gy is expected to be more costly than conventional 
energy sources such as fossil fuels. Most green energy production is located far from the 
power gtid, meaning that additional transmission lines will have to be constn1cted to 
allow this energy source to be widely used. With regard to energy sources13

, i) green 
eL1ergy in the form of solar power is inefficient (silicon photovoltaic technology converts 
about 11% of the total solar energy reacltiug the panel), has a high first cost and is area 
or land intensive as compared to conventional sources. For instance, while photovoltaic 
technology is getting mare affordable with. time, currently installation costs range from 
$4,000 to $5.000 per kW as compared to $450 per kW for natural gas plants. ii) DWR 
already maximizes is use of /lydroe/ectrlc power, iii) a previous attempt by DWR to 
generate power from geothermal sources resulted in much higher costs for various 
real:lons. In fact, geothermal capacity peaked in 1989 and bas been on the decline since, 
due to plant retirement and reduced steam flow. It can be expected that expansion of 
capacity would require high capital costs contributing to higher overall energy rates, and 
iv) although power produced by older wiml turbines is definitely not cost competitive, 
newer technologies show promi3e as a competitive option in the future. Currently wind 
power installation averages approximately $1,000 per kW, significantly less than solar 
but greater than the $450 per kW for natural gas power plants. Hence, the increased cost 
realized from installation of renewable power generation and in most cases costs related 
to Jess efficiency and reliability will result in higher energy rates from DWR. 

Third, the least expensive energy sources have already been tapped. The cost of producing 
additional energy will increase as more costly sources. whether "green" or not, must be used. As 
overnJI energy demands in California increase, it is expected that the marginal cost of producing 
this additional energy will increase. 

K:\CLIENTS2\Snn Our11onio Pass\Rnte St11dy\rate study rD.doc 

u Managing Greenhouse Gas Emissions in California, The Californian Climate Change Center at UC Berkeley, 
Januncy 2006. Chapter 4, Section 2.3 ''Renewable Ene!,&,._''_' ------------
Sn/1 Gorgo11lo PciSs Water AgeJtcy Febmary ], 2009 
Water Rate St11dy Page C-1 
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16 July 2008 

Memorandum 

To: Mr. Jeff Davis, General Manager 
San Gorgonio Pass Water Agency 

From: Lynn M. Takalchl 

Subject: Probable Cost of Water Transfers 
KJJ 0689057 

Background and Objective 

Page 34 

Kennedy/Jenks Consultants 

San Gorgonio Pass Water Agency (SGPWA) is one of 29 State Water Project (SWP) 
contractors, and was established by the State Legislature in 1961. Its mission is to Import 
supplemental water and to protect and enhance local water supplies for use by present and 
future water users and to sell imported water to local water districts within the SGPWA service 
area. SGPWA is able to import supplemental water from whatever sources provide the highest 
quality at the lowest price, Including the SWP as well as other potential sources. SGPWA also 
works with local water retailers and others to manage local and regional water resources In a 
sustainable manner, in an effort to end groundwater overdraft in the SGPWA service area. 
SGPWA's boundaries extend through the cities of Calimesa, Beaumo11t, and Banning and 
Riverside County areas from Cherry Valley to Cabazon. 

SGPWA has identifJed the need to acquire 10,000 to 15,000 acre-feet per year (AFY) of 
additional imported water supplies to serve existing and projected water demands within its 
service area. To provide the financial capacity to execute the necessary water transfers, 
SGPWA desires to Include appropriate costs Into Its fees and charges. Accordingly, the 
objective of this memorandum is to provide an opinion regarding the probable cost of the 
additional supplies. 

To accomplish this objective, the comparable sales method of valuation is utiUzed. This method 
uses prior sales of water supplies having similar characteristics to the water to be acquired. 
However, it should be noted that the current dry conditions have created scarcity in the water 
market and prior sales may underestimate current and future market conditions. 

Comparable Sales 

Because any additional water supplies would be used primarily for existing and new municipal 
and industrial water demands, SGPWA desires water supplies that are long-term and reliable, 
or that can be made reliable through water banking. In selecting comparable sales, only water 
transfers In California executed by public agencies in the last three years through negotiated 
sales without the threat of condemnation were considered. These criteria were established to 
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Kennedy/Jenks Consultants 

provide SGPWA with realistic of estimates of probably costs. Unfortunately, the number of 
recent water transfers which meet these criteria are limited. 

Three potential comparable sales were identified. The first Is a transfer of 11,000 AFY of firm 
water from the Buena Vista Water Storage District/Rosedale-Rio Bravo Water Storage District 
(BV~RRB) to the Castaic Lake Water Agency (CLWA). The second is a transfer of 16,000 AFY 
of SWP Table A Amount form the Berrenda Mesa Water District (BMWD), a Kern County Water 
Agency member agency, to the Coachella Valley Water District and Desert Water Agency 
(CVWD/DWA). The third is the current California Department of Water Resources (DWR} Yuba 
River water program under the Dry Year Water Purchase Program. Unlike the other comparable 
sales, this program is not a long~term water transfer but can be used to Increase the delivery 
quantity of SGPWA's current Table A Amount and to provide a long~term supply through 
banking. A summary of the key provisions of those water transfers are presented In Table 1. 

Economic Evaluation of Comparable Sales 

Based on the key provisions of the comparable water sales presented in Table 1, an economic 
evaluation of the probable costs of water transfers to SGPWA was performed. The probable 
cost does not include the cost of conveyance in the SWP facilities. These costs can vary 
depending on the point of delivery of the transfer and the utilization of SWP capacity by the 
other contractors. Because this opinion of the probable cost will be utilized for SGPWA's 2008 
fees and charges, probable cost estimates are expressed in 2008 dollars. These cost estimates 
should be escalated for subsequent years. 

• For the BV-RRB to CLWA transfer, the base rate of $486.85/AF was escalated by a CPI 
increase of 3.45 percent. Accordingly, the estimated cost for 2008 is $503.65/AF. 

• For the BMWD to CVWD/DWA transfer the one-time cost of $3,000/AF was amortized at 
6 percent over 27 years (the SWP contract expires in 2035), escalated by 3.45 percent 
for 2008, and divided by a reliability factor of 66 percent based on the Draft State Water 
Project Delivery Reliability Report 2007, dated December 2007 by the California 
Department of Water Resources. Accordingly, the estimated cost for 2008 is 
$355.96/AF. However, please note that this cost does not include the cost of banking to 
achieve the reliability factor of 66 percenl 

• For the DWR to SWP Contractors transfer, the estimated cost is difficult to determine 
because quantity of water to be delivered ls uncertain and variable. In addition, the cost 
of this transfer does not Include the cost of banking to make this transfer a reliable water 
supply. Accordingly, the estimated cost of this transfer has not been determined. 
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Opinion of Probable Cost 
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Kennedy/Jenks Consultants 

In developing an opinion of the probable cost of a water transfer, consideration was given to the 
identified comparable sales and current market conditions. As a result of these considerations, 
In my opinion, the probable cost of a water transfer to SGPWA excluding the cost of banking 
and conveyance, Is $450 to $550/AF annually. 
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Kennedy/Jenks Consultants 

TABLE 1 
KEY PROVISIONS OF COMPARABLE WATER SALES 

Delivery Seller and 
Buyer 

Approx. Date of 
Sale Water Type Quality (AFY) Point _One-Time Cost General ($/AF) 

BV-RRBto 
CLWA 

May 2007 Banked water 11,000 SWP reach ~ Pennit Costs $486.85{3) plus 
from Kern 138 future SWP costs. 

BMWDto 
CVWDIOWA 
DWRtoSWP 
Contractors 

Notes: 

Early 2007 

Open 

River/SWP 
Exchange 
Table A 
Amount 
Yuba River 

w-Escalated by CPI with true-ups every 10 years. 
(b) All SWP costs that would be invoiced to BMWD. 

16,000 

Variable 
depending on 
number and 
maximum 
Table A amount 
of participants. 

{c) To be created against any purchased water costs. 

~ ' ~ ,._., ,.~. • •·• ~·- "1-,.:; -,.c.. ::.. ...... ~·..x.;.~· ... ~;, "' ~ ,. 

SWP reach $3,000/AF Future SWP 
31 A Costs<b> 

-MarYsville Up to $125,000 for 25 to 125 plus 
Gage on Yuba fiXed O&M1cl plus up to future SWP costs 
River $500,000 for diesel plus adjustments 

compression of GW to GW O&M costs 
pumps plus any plus any 
unidentified unidentified 
agreement costs. agreement costs. 

. . 

~ 
(Q 
(]) 

c..J 
-..1 
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2 January 2009 

Memorandum 

To: Mr. Russ Behrens 
McConnlck, Kidman & Behrens, LLP 

From: Lynn M. Takaichl 

Subject: Water Supply Reliability of the San Gorgonio Pass Water Agency 
K/J 0689057 

DRAFT 

In response to your request to evaluate the water supply reliabiDty of the San Gorgonio 
Pass Water Agency (SGPWA), this memorandum summarizes our evaluations and the 
potential economic impact of restoring the reliability associated with SGPWA's water 
supply. 

Background 

SGPWA is one of 29 State Water Project (SWP) contractors, and was established by the 
Slate Legislature In ·J961. Its mission Is to Import supplemental water and to protect and 
enhance local water supplies for use by present and future water users and to sell 
imported water to local water districts withln the SGPWA service area. SGPWA 
currently has a SWP Table A Amount of 17,300 acre-feet per year (AFY). SGPWA is 
able to Import supplemental water from whatever sources provide the highest quality at 
the lowest price, including the SWP as well as other potential sources. SGPWA also 
works with local water retailers and others to manage local and regional water resources 
in a sustainable manner, in an effort to end groundwater overdraft in the SGPWA service 
area. SGPWA's boundaries extend through the cities of Calimesa. Beaumont, and 
Banning and Riverside County areas from Cherry Valley to Cabazon. 

Currently, SGPWA has only SWP water as a water supply. Accordingly, its reliability is 
described In the State Water Project Delivery Reliability Report 2007 (2007 Reliability 
Report) prepared by the California Department of Water Resources (DWR). The report 
Is prepared every two years as required by the settlement agreement far litigatlon related 
to the Monterey Amendment of the SWP Contracts. The report estimates the SWP 
delivery reliability based on anticipated regulatory standards, population growth, levels of 
water conservation and recycling, water transfers, hydrology, and cllmate change. 

Overview of the 2007 Reliability Report 

The 2007 Reliability Report presents a statistical analysis of SWP delivery reliability. 
Twelve scenarios are presented. Two estimate the 2007 delivery reliability and ten 
estimate the 2027 delivery reliability. The two 2007 simulations of 2007 conditions 
represent higher and lower levels of flow targets for the Old River and Middle River 
established to protect the delta smelt. The ten 2027 simulations represent four climate 
change scenarios and a no climate change scenario under higher and lower levels of 
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Memorandum 
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2 January 2009, KIJ 0689057 
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DRAFT 

flow targets for the Old River and Middle River. The scenarios also reflect the pumping 
limitations Imposed to protect the delta smelt until the recently revised biological opinion 
is implemented. 

Recommended Delivery Reliability for Water Supply Planning 

Of the ten scenarios, the delivery reliability estimate ranged from 63 to 71 percent of the 
SWP Table A Amount. Accordingly, it is recommended that SGPWA utilize the most 
conservative reliability estimate of 63 percent. This recommendation is prudent for the 
following reasons: 

1. There is significant uncertainty in DWR's modeling analysis. This uncertainty is 
discussed in detail In the 2007 Reliability Report. 

2. The reliability analyses are based on 2027 conditions. The modeling results for 2050 
climate change emissions generally show lower delivery reliabilities (60 to 72 
percent). 

3. In addition to the pumping restrictions imposed to protect the delta smelt, the Fish 
and Game Commission imposed new rules to protect the Iongtin smelt. These rules 
are not Included In the modeling scenarios and are expected to reduce delivery 
reliability. It should be recognized that the recently·released Biological Opinion for 
the Delta smelt results in 30% reductions in SWP supply on average, and under dry­
year conditions, as much as 50% reductions. 

4. Additional pumping limitations to protect the fall run Chinook salmon are expected. 
These limitations are also not Included In the modeling scenarios. 

5. To achieve the estimated delivery reliability, SWP contractors must take delivery of 
all SWP water made available through the annual allocations. When high delivery 
allocations are made available, SWP contractors must have sufficient users available 
or have banking facilities capable of receiving these allocations. Currently, SGPWA 
cannot receive and utilize its full SWP Table A Amount. To the extent that SGPWA 
cannot utilize the SWP water made available, the delivery reliability would be 
reduced accordingly. 

Recommended Supplemental Water Requirements for Existing 
Water Users 

SGPWA currently has a SWP Table A Amount of 17,300 AFY. Due to DWR's inability to 
complete all of the planned SWP facilities and pumping restrictions imposed to protect 
endangered species, SGPWA can now expect 63 percent of its Table A Amount on 
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DRAFT 

average. Accordingly, additional SWP supply of 10,200 AFY [(17,300 + 0.63) -17,300] 
is needed to compensate for the reduction In reliability from SGPWA's Table A Amount 
of 17,300 AFY to its current estimated average delivery of 10,900 AFY. The additional 
SWP supply of 10,200 AFY Is equivalent to a firm supply of 6,400 AFY. 

Based on a memorandum dated 16 July 2008 from Kennedy/Jenks Consultants to 
SGPWA related to the probable cost of water transfers, additional water supplies are 
expected to cost $450 to $550/AF {2008 dollars) for a firm water supply. Please note 
that this cost estimate Is based on water transfers during average conditions and costs 
during dry periods are expected to be higher. Assuming an average cost of $500/AF, 
the anticipated cost of an additional water supply is $3.2 million. per year In 2008 dollars. 
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RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN 
GORGONIO PASS WATER AGENCY REVISING A POLICY FOR 

AGENCY RESERVES 

(RESCINDING RESOLUTION NO. 200!6-041§) 

WHEREAS, this Board Is charged with responsibility for providing an imported water 
supply to customers located within the Agency's boundaries, for the construction, operation, 
maintenance, repair and replacement of facilities to transport and deliver that water to Agency 
customers, and for the collection and accumulation of revenues necessary to accomplish these 
purposes; and 

WHEREAS, the implementation of Board policy over a period of many years has 
resulted in the accumulation of funds to be utilized for a variety of Agency activities and to protect the 
Agency's customers and taxpayers from the financial impacts of catastrophic events and from 
fluctuations in Agency expenses; and 

WHEREAS, by separate action this Board has created a restricted fund for the deposit 
and separate accounting of Agency revenues which may be expended only for particular Agency 
purposes, entitled the "State Water Contract Fund" and 

WHEREAS, in addition to the collection and deposit of money into the restricted 
3ccount, this Board also wishes to provide tor the creation of certain unrestricted reserve accounts, 
and to set forth in writing the Agency's policy regarding the accumulation of reserves, the purposes 
for which they may be expended, and the levels which the Agency should strive to maintain; • 

NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of the San 
Gorgonio Pass Water Agency hereby provides for the deposit of revenue into the restricted fund, the 
creation of certain unrestricted reserve accounts, and the accumulation and administration of 
reserves in each, as follows: 

1. Restricted Reserves. 
(a) State Water Contract Fund. All revenue collected from taxes levied on 

real property within the Agency's boundaries to pay amounts due and owing to the State of 
California Department of Water Resources ("DWR") pursuant to the Agency's contract with the 
State (''State Water Contract") for participation in the State Water Resources Development 
System shall be deposited into the State Water Contract Fund. The revenues deposited into 
the State Water Contract Fund may be utilized only to pay the Agency's financial obligations 
on the State Water Contract. The Agency shall endeavor to maintain money in the State 
Water Contract Fund in an amount which is more than the total of the previous year's invoices 
from DWR, but not more than two and one half times the total of such invoices, so that a 
reserve may be maintained to absorb temporary increases in charges from DWR, help to 
stabilize Agency tax rates, and protect against economic conditions which could result in the 
failure of numerous Agency taxpayers to pay their taxes. The reserves maintained in the 
State Water Contract Fund may be invested in the same manner as other Agency funds. 
Investment earnings thereon as determined by the Agency shall be credited to the state Water 
Contract Fund and shall be used only to pay State Water Contract obligations. 
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2. Unrestricted Reserves. 
{a} Reserve for Operations. A "Reserve for Operations" is hereby created for 

the Agency, to which the Board may appropriate unrestricted Agency revenues. The Reserve 
for Operations may be utilized to pay the cost of operating the Agency's general system 
including unanticipated costs of operations. The Agency shall endeavor to maintain in the 
Reserve for Operations an amount sufficient to pay for six months of normal operations of the 
Agency excluding depreciation expense and payments to DWR not to exceed one year of 
normal operation, as reflected in the annual audit of the Agency presented to the Board each 
year. However, the funds appropriated to the Reserve for Operations may be accessed at any 
time for any other Agency purpose, upon approval by the Board. Funds appropriated to the 
Reserve for Operations may be invested in the same manner as other Agency funds, and the 
earnings thereon shall be credited to the Agency's General Fund. 

(b) Reserve for New Infrastructure. A .. Reserve for New Infrastructure" is 
hereby created for the Agency's general account, to which the Board may appropriate 
unrestricted Agency revenues. The Reserve for New Infrastructure may be utilized to 
construct or procure new infrastructure for the Agency; expenditures Include but are not limited 
to transmission and distribution capital assets, buildings, pumping equipment, technical 
equipment. tumiture and fixtures and transportation equipment. The Agency shall endeavor to 
maintain the Reserve for New Infrastructure in an amount approximately equal to 20% of the 
original cost of the Agency's physical plant, as reflected in the annual audit of the Agency 
presented to the Board each year. However, the funds appropriated to the Reserve for New 
Infrastructure may be accessed at any time for any other Agency purpose, upon approval by 
the Board. Funds appropriated to the Reserve for New Infrastructure may be invested in the 
same manner as other Agency funds, and the earnings thereon shall be credited to the 
Agency's General Fund. 

{c) Re~erve for Additional Water. A "Reserve for Additional Water" is hereby 
created to which the Board may appropriate unrestricted Agency revenues. The Reserve for 
Additional Water may be utilized for the temporary purchase of additional water, to augment 
the Agency's annual allocation of water pursuant to Table A of the Agency's State Water 
Contract, and for costs associated with the banking or transfer of any water or water rights 
purchased by the Agency. The Agency shall endeavor to maintain the Reserve for Additional 
Water in an amount of at least $2.5 million as of June 30, 2008. with a goal of increasing this 
amount at least $250.000 per year thereafter. whiott is gt=eater tttaR the total of the previoYs 
year's invGioes from DWR p~.uouant to the Agency's State Water CGntFact, but which does not 
e"ceed ten times-tRat amGunt:- This reserve fund is to be augmented by income from the .. new 
water" component of the water rate. to be set by the Board. Funds added to this reserve from 
the water rates shall not be used for any purpose other than to purchase new water or water 
rights. It is anticipated that other funds will also be added to this reserve. lrleweveF,{[he funds 
initially appropriated to the Reserve for Additional Water ($2.5 million) and funds from sources 
other than the water rate may be accessed at any time for any other Agency purpose, upon 
approval by the Board. Funds appropriated to the Reserve for Additional Water may be 
invested in the same manner as other Agency funds, and the earnings thereon shall be 
credited to the Agency's General Fund. 

(d) Rate Stabilization Reserve. A "Rate Stabilization Reserve" is hereby 
created, to which the Board may appropriate unrestricted Agency revenues. The Rate 
Stabilization Reserve may be utilized to protect Agency ratepayers from temporary increases 
in the cost of providing water service, such as fluctuations in the cost of energy, for example. 
The Agency shall endeavor to maintain the Rate Stabilization Reserve in an amount equal to 
$150,000, or approximately 150% of the maximum annual revenue shortfall year identified in 

-2-· 
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the February 2. 2009 water raie study. appFO*imatai~A&-half of the previous yeaF& 
operational expenses, not iAoluaing amoun~d to DV'IR ln satistaetien of State lftlatef:: 

GeAtfasl-ee~&A&:- This reserve fund is to be augmented by income from the rate 
stabilization component of the water rate. to be set by the Board. As the initial $150.000 
allocated to this fund as of February 2. 2009 Is augmented by funds from water rates. these 
initial funds shall be allocated to other reserve funds as needed. l=loweveF;--U:te-initial ~es 
apPfQpFiateG-to-tRe-Rate-,Sta9i~atiGA-Res6fVe-may.-be-aGGesseEi-at-aRY-tiFRe-far-aAy-GtAer 
Ag~~OIHlWfeVB~e-8~ Funds added to this reserve from the water 
rates shall not be used for any purpose other than stabilizing or subsidizing the water rate. 
However. if at any time the funds accumulated in this reserve fund from the rate stabilization 
component of the water rate reach the goal of $150.000. additional funds earmarked for this 
reserve above $150.000 shall be allocated to the reserve for new water until such time as the 
rate stabilization reserve fund is reduced below $150.000. At that time. revenue from the rate 
stabilization fund portion of the water rate will again be allocated to the rate stabilization 
reserve fund until such time as it reaches $150.000. Funds appropriated to the Rate 
Stabilization Reserve may be invested in the same manner as other Agency funds, and the 
earnings thereon shall be credited to the Agency's General Fund. 

(e) Reserve for Replacements. A "Reserve for Replacements" is hereby 
created for the Agency's general account, to which the Board may appropriate unrestricted 
Agency revenues. The Reserve for Replacements may be utilized to replace the Agency's 
physical plant, as needed. The Agency shall endeavor to maintain the Reserve for 
Replacements an amount approximately equal to the accumulated amount of depreciation of 
the Agency's physical plant (not including the State Water Project facllltles), as reflected In the 
annual audit of the Agency presented to the Board each year. However, the funds 
appropriated to the Reserve for Replacements may be accessed at any time for any other 
Agency purpose, upon approval by the Board. Funds appropriated to the Reserve for 
Replacements may be Invested in the same manner as other Agency funds, and the earnings 
thereon shall be credited to the Agency's General Fund. 

(f) Reserve for Unexpected legal Expenses. A "Reserve for Unexpected 
Legal Expenses" is hereby created, to which the Board may appropriate unrestricted Agency 
revenues. The Reserve may be used to pay unexpected legal expenses incurred by the 
Agency, such as for planned or unplanned litigation, pending litigation, threatened litigation, or 
other such legal expenses as may be incurred. The Agency shall endeavor to maintain In the 
Reserve at least $150,000, not to exceed $250,000. However, the funds appropriated to the 
Reserve for Unexpected Legal Expenses may be accessed at any time for any other Agency 
purpose, upon approval by the Board. Funds appropriated to the Reserve for Unexpected 
Legal Expenses may be invested in the same manner as other Agency funds, and the 
earnings thereon shall be credited to the Agency's General Fund. 

3. Additional Reserves. In addition to the reserves identified above, the Board 
may approve the creation of such additional accounts, whether temporary or permanent, as 
the Board deems necessary or appropriate, by amendment to this resolution or by simple 
motion. In such event, the Board will identify the purposes for which such additional accounts 
are created, provide guidance as to the amount which the Agency should endeavor to 
maintain In each such fund or account, and establish the limits and restrictions pertaining 
thereto. 

4. AnnuaiQuarterly Reports. Each ye&Fguarter the Agency's General Manager 
shall provide the Board with a report indicating the beginning and ending balance for each of 

·3· 
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the reserve funds or accounts created pursuant to this resolution and the purposes for which 
expenditures have been made therefrom, and shall make recommendations to replenish or 
augment fund or account balances as appropriate. 

5. Concurrent Adoption of Water Rates Resolution. This Resolution revising the 
policy for the accumulation of the Agency Reserves is dependent on the concurrent adoption 
of Resolution No. 2009-3. which establishes wholesale water rates. 



 

Beaumont-Cherry Valley Water District 
Special Board Meeting 

April 18, 2018 
Item 2 

 

Staff Recommendation 

No recommendation. 

 
Background 

 
This Staff Report serves as a summary of the presentation that will be given at the April 18, 2018 
Engineering Workshop relating to the updated San Gorgonio pass regional water supply planning 
spreadsheets and the associated White Paper No. 6 created by District Staff to further set forth 
planning activities related to water needs in the San Gorgonio Pass region. 
 
Since the development of a series of White Papers (1 through 5) by BCVWD discussing imported 
water supply needs in the San Gorgonio Pass Area in late 2017 and early 2018, the San Gorgonio 
Pass Water Agency (SGPWA) has initiated a water rate study to identify a potential rate structure 
to secure imported water supply for the entire Pass Area.  
 
The previous White Papers provided the SGPWA and other interested parties in the Pass Area 
with a preliminary overview of imported water supply needs. These White Papers were based on 
BCVWD’s planning efforts1 and SGPWA’s 2015 Urban Water Management Plan (UWMP).   
 
BCVWD has now developed a series of spreadsheets that can be utilized by each major water 
supplier in the SGPWA area to evaluate the impacts of their water supply strategies on their own 
Beaumont Basin Storage Accounts and assess needed imported water supplies over time. 
Suppliers can input their data, anticipated development rates on a year by year basis considering 
their own Water Supply Assessments (WSAs), and project demands using these spreadsheets.  
 
In addition, these updated water demand and supply spreadsheets can be adjusted to include the 
latest water supply projections on the California Water Fix (CWF) and the Sites Reservoir Project.   
This set of spreadsheets has been developed for imported water supply planning in the San 
Gorgonio Pass Area which updates the spreadsheets developed to support BCVWD White 
Papers 1 through 5.  The basic conclusions presented in White Papers 1 through 5 remain 
essentially the same though the new, updated spreadsheet and the conclusions developed from 
it provide refinements and allow the water supply agencies to adjust housing startups, build-out 
years, infill development and commercial/institution EDUs, unit water demands for new and 
existing housing, and account for conservation for new and existing demands, among other items. 
                                                 
1 BCVWD’s 2013 Potable Water Master Plan, 2015 Urban Water Management Plan, and others 

STAFF REPORT 
 
TO:  Board of Directors 

FROM:  Dan Jaggers, General Manager    

SUBJECT: Presentation of Updated San Gorgonio Pass Regional Water Supply Planning 
Spreadsheet – White Paper No. 6 
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The spreadsheet allows for adjustments to imported water use throughout the study period and 
provides an annual groundwater storage account balance graphically and automatically updated.  
The purpose is to allow the agencies to model, on a year by year basis, various imported water 
purchase and banking strategies vis-à-vis available imported water from SGPWA until such time 
as the planned CWF and Sites Reservoir are operational (2035 or so) or cease to be viable 
alternatives to water supply opportunities.  Adjustments can be made to water demands using 
conservation factors on new and existing (older) housing units; water supply sources can include 
groundwater, recharged recycled water (indirect potable reuse), and captured storm water.  
Beaumont Basin Watermaster redistribution of unused overlier rights and forbearance water are 
included in the model. 
 
Separate spreadsheet models have been developed for: 

 Beaumont-Cherry Valley (ongoing and planned developments) 

 City of Banning (Banning Heights Mutual Water Company, High Valleys Water 
District Butterfield Development, and Rancho San Gorgonio Development) 

 YVWD (Summerwind Ranch Development and Mesa Verde Development)  
 

A demonstration of the analysis performed with the planning spreadsheet will be provided by 
District Staff at the Engineering Workshop to demonstrate the usefulness of this planning tool and 
begin dialog related to how these tools might be used by Pass Area Agencies, Districts, and Water 
Companies as planning tools.  
 
Handout 
 

1. BCVWD Presentation – Updated San Gorgonio Pass Regional Water Supply Planning 
Spreadsheet – White Paper No. 6 

 
 
 
 
 
Report prepared by Kaden Johnsen, Civil Engineering Assistant – April 12, 2018 
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Beaumont-Cherry Valley Water District 
Special Board Meeting 

April 18, 2018 
Item 3 

 

Staff Recommendation 

Direct staff as desired.  

 

Background 

The Noble Creek Recharge Facility, Phase I and Phase 2 is 
approximately 82 acre site located on the east side of 
Beaumont Avenue between Cherry Valley Boulevard and 
Brookside Avenue. Phase I is approximately 28.5 acre and is 
accessible to the public (vehicle traffic is restricted at the end 
of every business day) 24 hours a day. Phase 2 is 
approximately 53.5 acres, consisting of both spreading basins 
and a 2.0 mg reservoir. 

Phase 1 is open to the public from sunrise to sunset. The intent 
of the BCVWD was to allow day use of the property for 
community park purposes. The northwest corner of the 
property is open space, with picnic tables and barbecues. The 
interior of the recharge facility is also open to vehicle and foot traffic, with pathways among the 
ponds, more picnic benches, trashcans and a park-like walkway along the edge of Noble Creek. 

 

 

 

STAFF REPORT 
 
TO:  Board of Directors 

FROM:  Dan Jaggers, General Manager    

SUBJECT: Discussion of Potential Security Strategies for the Noble Creek Recharge 
Facility Phase I 
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Summary 

During the last few years, both directors and staff have noticed increasing problems with site 
security, site use, and/or undesirable activity at the Noble Creek facility.  

District staff placed large boulders intermittently along the northern edge of the property to help 
increase site access restrictions after hours, but vehicles are still gaining after-hours entry by 
moving the boulders. 

The Board has asked staff to propose remedies to mitigate the undesirable activity and increase 
safety at the Recharge Facility Phase I. 

Staff believes that some form of fencing or other site restriction may be necessary for this area in 
order to more securely close the park after hours. Staff recommends use of chain link fencing, 
wrought iron fencing or possibly block walls.  This workshop item presentation will set forth some 
options that are available to the District and includes handouts that set forth preliminary planning 
cost estimates for different solutions that might be used.  Some areas of concern include site 
aesthetics considering the setting and the close proximity of the existing white, split rail fencing in 
place around the ponds.  

Gates that allow equipment access and site maintenance will need to be strategically installed 
and will be operated by staff at park opening and closing times, as is the current procedure. 

The northwest triangle of the property is currently unfenced and accessible by vehicle or on foot. 
New fencing would most likely begin at Point A as shown on Figure 1 located approximately 530 
linear feet north of the intersection of Beaumont Avenue and Brookside Avenue, continuing north 
approximately 2,100 feet to the northeast corner or Beaumont Avenue and Cherry Valley 
Boulevard, thence eastward to Point B, the existing wrought iron fence enclosing the reservoir, 
approximately 950 feet to the District’s existing wrought iron fence located at the northeast corner 
of the Phase 1 Recharge Facility, or about 3,050 feet total. (See Figure 1 attached.) 

 

 

Fiscal Impact 

Preliminary options and planning estimates will be 
presented at the engineering workshop for 
discussion purposes. 

 

 

 

 

 

Report prepared by Dan Jaggers, General Manager – April 12, 2018 
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Figure 1  
Noble Creek Recharge Facility Site Map and Proposed Fence Location 

 

 

 Point A 

 Point B

 2,100 LF 

 950 LF
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