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PASO ROBLES AREA GROUNDWATER AUTHORITY

TO: Board of Directors
Agenda Item No. 5b

FROM: Jacqueline Harris, Hallmark Group
DATE: May 27, 2026

SUBJECT: Approval of April 2026 Financial Report

Recommendation
Approve financial report for April 2026.

Discussion
The financial report for April 2026 is provided as Attachment 1.
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Attachment 1

The summary of invoices below is presented for Board consent. Payment of invoices is expected to occur
by May 31, 2026. However, the Land IQ invoice is under review with the consultant and subject to potential

revision.

Vendor/Consultant

Invoice Billing Period

Invoice Total
Hallmark Group April 2026 $18,714.53
Hanson Bridgett April 2026 $3,514.78
Land IQ February-April 2026 $39,781.25
Total $62,010.56

The Authority’s bank balance at J.P. Morgan Chase was $301,428 as of April 30, 2026.




Paso Robles Area Groundwater Authority

Financial Statements
April 2026



Paso Robles Area Groundwater Authority

Financial Statements
Fiscal Year-to-Date Through April 30, 2026

Current Assets

Cash - J.P. Morgan Chase (non-interest bearing checking)

Statement of Net Position

Accounts Receivable
Total Assets

Current Liabilities

Accounts Payable
Accrued Expenses

Total Liabilities

Net Position

Unrestricted

Total Net Position

Revenue

Statement of Change in Net Position With Budget Variance

Member Agency Funding
Total Revenue
Operating Expenses

Annual Report - SGMA (Confluence Engineering)

Audit RFP

Contracted Administrator/ED

Legal Counsel (Hanson Bridgett)

Public Education and Outreach

Technical Consulting (Land 1Q)

Technical Consulting (Sl Funding Mechanism)
Technical Consulting (¢l Prop 218)

Insurance
JPA Start-Up Costs
Office and Travel Expenses

Contingency

Total Operating Expenses
Change in Net Position

! Actual column includes accruals (if any).

301,428
301,428
62,010
12,500
74,510
226,918
226,918
Actual® Budgetz Variance
S 600,000 $ 600,000 -
S 600,000 S 600,000 -
S 55,663 S 102,000 (46,337)
845 7,542 (6,697)
173,516 211,206 (37,690)
116,927 179,559 (62,632)
7,250 38,200 (30,950)
61,350 31,100 30,250
18,463 25,000 (6,537)
34,151 34,151 -
100 - 100
79 - 79
8,261 - 8,261
- 68,200 (68,200)
S 476,605 $ 696,958 S (220,353)
S 123,395 $ (96,958) $ 220,353

2 The annual budget is allocated throughout the current fiscal year in the months the actual spending is expected to occur.
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Paso Robles Area Groundwater Authority
Primary Contracts

Hallmark Group
FYTD Budget-to-Actual
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Paso Robles Area Groundwater Authority

Receipts and Disbursements
Fiscal Year-to-Date Through April 30, 2026

Transaction Date
07/31/2025
07/31/2025
07/31/2025
07/31/2025
07/31/2025
07/31/2025
07/31/2025
07/31/2025
07/31/2025
08/28/2025
08/28/2025
08/28/2025
09/17/2025
09/17/2025
09/17/2025
09/17/2025
09/24/2025
09/24/2025
09/25/2025
09/25/2025
09/25/2025
10/09/2025
10/09/2025
10/10/2025
11/25/2025
11/25/2025
11/25/2025
02/13/2026
02/13/2026
02/13/2026
02/13/2026
02/25/2026
02/25/2026
02/25/2026
02/25/2026
04/29/2026
04/29/2026
04/30/2026
04/30/2026
04/30/2026
04/30/2026

Transaction Type
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Deposit

Deposit

Deposit

Deposit

Voided Check
Voided Check

Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Deposit

Deposit

Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Deposit

Deposit

Deposit

Deposit

Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)
Bill Payment (Check)

Number
2599
2600
2601
2602
2603
2604
2605
2606
2607
3000
3001
3002
78738
1427
3087990
1425
3003
3004
3005
3006
3007
1432
1568
3008
3009
3010
3011
81078
1585
1447
3096874
3012
3013
3014
3015
ACH Pmt
ACH Pmt
ACH Pmt
ACH Pmt
ACH Pmt
ACH Pmt

Name

Jerry Reaugh

Hallmark Group

Hallmark Group

Streamline Software, Inc.

Streamline Software, Inc.

Estrella-El Pomar-Creston Water Dist.
Paso Robles Joint USD

Hanson Bridgett LLP

Hanson Bridgett LLP

Hallmark Group

Hanson Bridgett LLP

Jerry Reaugh

City of Paso Robles

Estrella-El Pomar-Creston Water Dist.
County of San Luis Obispo GSA
Estrella-El Pomar-Creston Water Dist.
Printer error

Printer error

Hallmark Group

Hanson Bridgett LLP

SCI Consulting Group

Estrella-El Pomar-Creston Water Dist.
Shandon-San Juan Water District
Jerry Reaugh (postage reimbursement)
Hallmark Group

Hanson Bridgett LLP

Full Sail Bookkeeping

City of Paso Robles

Shandon-San Juan Water District
Estrella-El Pomar-Creston Water Dist.
County of San Luis Obispo GSA
Confluence Engineering Solutions
Hallmark Group

Solterra Strategies, Inc.

Hanson Bridgett LLP

Confluence Engineering Solutions
Hallmark Group

Hanson Bridgett LLP

Land 1Q

SCI Consulting Group

Solterra Strategies, Inc.

Amount

$

(132.20)
(28,047.59)
(16,185.55)

(500.00)

(6,000.00)
(2,410.41)

(204.86)
(51,259.38)
(14,250.00)
(43,320.07)
(47,701.13)

(206.48)
48,000.00
45,000.00
99,000.00

437.75

(20,892.42)
(14,260.00)
(34,150.79)
45,000.00
63,000.00
(9.70)
(23,585.45)
(17,864.00)
(187.74)
48,000.00
63,000.00
90,000.00
99,000.00
(2,271.25)
(31,286.72)
(3,000.00)
(20,284.00)
(53,392.00)
(46,048.39)
(15,852.82)
(21,568.75)
(5,963.00)
(1,487.50)

$

78,115.55




Paso Robles Area Groundwater Authority

Accounts Payable
As of March 31, 2026

Name Current 1-30 31-60 61-90 91 And Over Total

Hallmark Group S 18,714 S - S - S - S - S 18,714
Hanson Bridgett LLP 3,515 - - - - 3,515
Land 1Q* 39,781 - - - - 39,781
Total S 62,010 S - S - S - S - S 62,010

! The Land IQ invoice is under review with the consultant and subject to potential revision.



Paso Robles Area Groundwater Authority

Annual Bud get (Approved by the Board of Directors December 1, 2025)

Fiscal Year 2025/2026

FY 25/26
Total
Operating Expenses
Annual Report - SGMA (Confluence Engineering) S 102,000
ET Ag Water Usage Program (Land IQ) 100,000
Contracted Administrator/ED 253,446
Legal Counsel (Hanson Bridgett) 215,471
Public Education and Outreach 46,000
Technical Consulting (Land 1Q) 35,000
Technical Consulting (5l Funding Mechanism) 50,000
Technical Consulting (sc/ Prop 218 Development) 34,151
Insurance 6,000
Audit RFP 15,084
Website Development (Streamline Software) 6,000
Contingency (Reserve) 81,800
Subtotal Operating Expenses S 944,952
SLO County Direct Grant Fund (ET Ag Water Usage Program) S (100,000)

Net FY 25/26 Operating Budget ) 844,952
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PASO ROBLES AREA GROUNDWATER AUTHORITY

TO: Board of Directors
Agenda Item No. 6

FROM: Taylor Blakslee, Hallmark Group
DATE: May 27, 2026
SUBJECT: Review Frequently Asked Questions on the Fee Study

Recommendation
None; information only.

Discussion

Following the public release of the Draft Rate and Fee Study Report, staff was made aware of
several questions from stakeholders related to the draft report. To increase communication and
transparency, a frequently asked questions (FAQ) document was created as a resource to
stakeholders addressing common questions from stakeholders and | provided as Attachment 1.

The FAQ was distributed via email and posted on the PRAGA website on May 21, 2026, and
announced via a press release.

This information is provided as an informational item for the Board and public awareness.

* % %



Attachment 1

Paso Robles Area Groundwater Authority (PRAGA)
Proposed Groundwater Sustainability Fee
Frequently Asked Questions (FAQ)

May 20, 2026

Stakeholder Question Draft Response

1

Is it legal to charge fees retroactively?

Groundwater sustainability fees are not retroactive
charges. They are prospective fees based on a recent
use period according the water use that occurred on a
parcel (property). This is an established practice when
using a volume-based fee.

Will charges going forward always be a
projection based on last year’s
consumption, or is there a plan to be
able to charge based on the current
year’'s pumping?

The proposed fee is only for fiscal year 2026-27. The
Board has not proposed a plan for future years’
charges.

What about properties that changed
ownership — why should a new owner
pay for water they didn't pump?

The fee is tied to the impact of the parcel on the
groundwater basin. The consumptive use calculation
was established using data from the land itself. The
water use that occurs on a given parcel contributes to
the need for regulation and necessitates PRAGA’s
budget to ensure SGMA compliance.

What about land that was leased to
another grower during the data
collection period but is no longer
leased out?

The fee will be placed on the property tax roll. Owners
and tenants must make arrangements between
themselves for responsibility for payment.

What if a property was irrigated last
year but is being fallowed this year?
Will there be a refund issued for the
projected charge since no consumption
occurred in the period that the
groundwater fee is targeting?

The proposed fee is based on a recent use period
according the water use that occurred on that parcel
(property). If the Board adopts a similar rate approach
next year, and no water use occurred in the current
fiscal year, then the landowner would not be charged
for a similar-based fee the following year.

Why do landowners have to look on a
list to find their charges? Will you send
an itemized bill?

The published groundwater consumptive use
calculations allow landowners to verify or contest their
water usage in advance. Owners must verify accuracy
by June 8.

Paso Robles Area Groundwater Authority (PRAGA) is
following the regulatory requirements to consider
establishing a fee under Water Code Section 10730
which include posting the basis for the fee in a report
online 20 days ahead of a public meeting and noticing
for two consecutive weeks in a local newspaper. In
addition to these requirements, the PRAGA Board
directed staff to make the consumed water use
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calculations available for public inspection ahead of
potentially placing the charges on the tax roll, for a
30-day period which includes an appeals process.

Charges are placed on the tax roll in early August.
Landowners will be able to reference the consumed
water use estimate of their parcel by referencing the
consumed water use data hosted on the PRAGA
website.

When will bills be sent?

The County will mail property tax bills in fall 2026.

|~

How does Land 1Q calculate
consumptive use and what data do
they use?

The net consumptive use (evapotranspiration or ET)
results developed by Land 1Q is available for review
on the PRAGA's website. The results are equivalent
to ET of applied water, or the amount of irrigation
water actually consumed by the crop. In addition to
ET, precipitation is provided basin-wide and is
developed through rigorous ground truthing
calibration measurements from 5 research-grade
physical weather stations located in the basin
designed specifically for measuring actual ET.

What confidence do we have in the
accuracy of the Land 1Q results?

On average, Land IQ ET estimates are accurate to
+/- 10%. While some rare outliers may occur under
unique situations, the basin-wide, block-by-block
results are, at a minimum, relative to each other and
therefore equitable. The purpose of the ground
truthing calibration is to make the results accurate to
actual environmental conditions. Land 1Q calculated
the ET of applied water (accounting for effective
precipitation) and is described in further detail in the
draft fee report located on the PRAGA website. The
results of Land 1Q calculations have been reviewed by
several representatives of member Groundwater
Sustainability Agencies who confirmed the data to be
reasonable and accurate. However, landowners are
encouraged to review the consumed water use
calculations published May 7, 2026, for any potential
inaccuracies.

10

How was rainfall accounted for?

Land 1Q employs a dense network of approximately
20 continuously maintained rain gauges throughout
the Paso Robles Subbasin. These rain gauge results
show trends of higher and lower rainfall areas within
the Subbasin and accurately represent those
variations. The results are then spatially averaged
between gauges so that every block has a
representative precipitation amount.

11

Who will review appeals, and what are
their qualifications?

Each appeal application will be reviewed by SCI
Consulting Group and Land 1Q. These are the
technical consultants and experts working with the
Groundwater Sustainability Agency (GSA) team. The
PRAGA staff will ensure each appeal is thoroughly
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https://protect.checkpoint.com/v2/r01/___https:/www.pasoroblesaga.org/files/fbbe7a711/PasoRobles_Fee+Summary_PUBLIC_20260507.pdf___.YXAzOnNjaS1jZzpjOm9mZmljZTM2NV9lbWFpbHNfYXR0YWNobWVudDpkYTg0NzYwM2ViZmFhM2ZmZjExMjBlYmQwZWVmYmYwOTo3OjJmOGI6OTQ3MDU1MWEwNTE3NzhmNzBhODYyYjlhNmRkMWZkNGMwYjU4NTZjZjQ0OTUxOGRjNGU4NDA1ZjA1YTYyNDg5YzpwOlQ6Rg

reviewed by the experts and that landowners receive
a timely response.

12

What documentation is required to
appeal?

Landowners must provide a completed appeal form
and documentation to support the appeal claim by
June 8, 2026. Documentation requirements were
outlined in the official notice sent to stakeholders on
May 7, 2026, and are on the PRAGA website.

Below are the documentation requirements for
various types of appeals:
Documentation

Required
Statement of Water

Fee exemption due
1 | to riparian source
of pumped water

Diversion and Use as
required by the
SWRCB

Parcel incorrectly
attributed, or not
2 | attributed
groundwater
consumption

Information on well,
meter (if applicable),
description of land use,
crop yield history

Parcel is non- .
. Information on well,
commercial de

3 minimis, but not meter. ('f. applicable),
description of land use

identified correctly

13

How does a landowner identify
whether they have a riparian well?

To exempt groundwater use due to riparian use,
PRAGA requires documentation as required under
California Water Code §5101 which requires each
person or organization that uses diverted surface
water or pumped groundwater from a known
subterranean stream after December 31, 1965 to file
with the State Water Board a Statement of Water
Diversion and Use prior to February 1 of the following
year.
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PASO ROBLES AREA GROUNDWATER AUTHORITY

TO: Board of Directors
Agenda Iltem No. 7

FROM: Taylor Blakslee, Hallmark Group / Claire Collins, Hanson Bridgett
DATE: May 27, 2026

SUBJECT: Hearing to Consider Approval of Resolution 2026-001 to Establish FY 2026-2027
Groundwater Sustainability Fee and Authorize Collection of Charges

Recommendation
Adopt Resolution 2026-001 establishing the FY 2026-27 Groundwater Sustainability Fee and
authorize placement of charges on the County property tax roll.

Discussion

On February 18, 2026, the Board directed staff to implement a Groundwater Sustainability Fee
under Water Code Section 10730 to fund FY 2026-27 activities. On March 25, 2026, the Board
adopted the FY 2026-27 budget, set May 27, 2026 as the public meeting date to consider fee
adoption, and directed staff to release a Draft Rate and Fee Study Report.

On May 7, 2026, PRAGA posted the Draft Rate and Fee Study Report and a parcel-level list of
proposed charges on its website, and provided notice to approximately 600 stakeholders via
press release and email. The proposed fee applies to agricultural, commercial, and public water
system parcels, and is based on consumptive groundwater use at a rate of $22.90 per acre-foot.
De minimis users will not be charged under the proposed fee.

PRAGA established an appeals process for parcel owners who believe their consumptive use
calculation is incorrect, with a submission deadline of June 8, 2026. Appeal forms and
supporting documentation are available on PRAGA’s website. Any adopted fee will be placed on
the FY 2026-27 property tax roll.

* k %



Attachment 1

PASO ROBLES AREA GROUNDWATER AUTHORITY
RESOLUTION NO. 2026-001

ESTABLISHING A GROUNDWATER SUSTAINABILITY FEE
AND AUTHORIZING THE LEVY AND COLLECTION OF FEES
FOR THE 2026-27 FISCAL YEAR

A. The Paso Robles Area Groundwater Authority (“PRAGA”) is a Groundwater
Sustainability Agency (“GSA”) under the Sustainable Groundwater Management Act
(“SGMA”™).

GSAs are authorized to impose fees, including fees on groundwater extraction, to fund
the costs of a groundwater sustainability program, including the preparation, adoption, and
amendment of a groundwater sustainability plan (“GSP”), and investigations, inspections,
compliance assistance, enforcement, and program administration, including a prudent reserve
(Wat. Code, § 10730).

B. The Department of Water Resources (“DWR”) has designated Paso Robles Area
Subbasin (“Basin”) as a high-priority groundwater basin subject to critical conditions of
overdraft, and is therefore subject to the requirements of SGMA.

C. Pursuant to SGMA, five agencies formed GSAs to manage the Basin: the City of
El Paso de Robles (“City”), the County of San Luis Obispo (“County”), the San Miguel
Community Services District, the Shandon-San Juan Water District (“SSIJWD”), and later, the
Estrella-El Pomar-Creston Water District (“EPCWD?”) (collectively, “Paso Subbasin GSAs”).

D. The Paso Subbasin GSAs jointly developed and separately adopted a single GSP
and submitted it to DWR on January 30, 2020; the Paso Subbasin GSAs subsequently adopted an
updated GSP that DWR approved in 2023.

E. In March 2025, the City, the County, SSJWD, and EPCWD (collectively
“Member Agencies”) entered into a Joint Exercise of Powers Agreement (“JPA Agreement”)
establishing PRAGA and authorizing it to perform GSP and SGMA administrative and
regulatory compliance functions specifically identified in the JPA Agreement within the Member
Agencies’ combined service area.

F. PRAGA requires a reliable, stand-alone funding mechanism to perform its State-
mandated functions.

G. In August 2025, affected property owners achieved a majority protest and halted a
prior cost-of-service study effort; on February 18, 2026, the PRAGA Board directed staff to
proceed with a Proposition 26 funding mechanism process for Fiscal Year 2026-2027 activities;
and on March 25, 2026, the PRAGA Board adopted the Fiscal Year 2026-2027 budget and
provided further direction to: (i) charge agricultural, public water system, and commercial
groundwater users; (ii) account for de minimis users without directly charging them;
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(ii1) advance a volumetric fee structure; and (iv) use the county property tax roll for fee
collection.

H. In November 2010, California voters approved Proposition 26, which amended
Article XIII C of the California Constitution to broaden the definition of “tax” to include “any
levy, charge, or exaction of any kind imposed by a local government.” Article XIII C, section
1(e) exempts from that definition, among other things, “[a] charge imposed for a specific
government service or product provided directly to the payor that is not provided to those not
charged, and which does not exceed the reasonable costs to the local government of providing
the service or product” (Art. XIII C, § 1(e)(2)), and “[a] charge imposed for the reasonable
regulatory costs to a local government for issuing licenses and permits, performing
investigations, inspections, and audits, enforcing agricultural marketing orders, and the
administrative enforcement and adjudication thereof” (Art. XIII C, § 1(e)(3)). The Fee is
imposed pursuant to Water Code § 10730 to fund the reasonable regulatory costs of PRAGA’s
groundwater sustainability program and is allocated proportionally based on each extractor’s
consumptive groundwater use; accordingly, the Fee falls within the exceptions set forth in
Article XIII C, section 1(e) and does not constitute a tax.

L. PRAGA retained SCI Consulting Group and Confluence Engineering Solutions to
develop a rate and fee program based on the PRAGA Board’s direction, and PRAGA has made
available to the public a Draft Rate & Fee Study Report (“Report”), which is attached as Exhibit
A and incorporated by reference.

J. The Report establishes the basis for a Groundwater Sustainability Fee (“Fee”)
pursuant to Water Code § 10730, which is apportioned to groundwater extractors based on their
individual volume of consumptive groundwater use on a parcel scale, as measured in acre-feet.

K. The proposed Fee is proportional, easy to understand, legally compliant with
Water Code § 10730 and Article XIII C of the California Constitution, and does not constitute a
tax.

L. Revenue derived from the Fee will not exceed the reasonable costs of PRAGA’s
groundwater sustainability program, will not exceed the amount required to provide the services
to be funded, and will not be used for any purposes other than those services for which the fee is
imposed.

M. The Report identifies the Fiscal Year 2026-2027 total budget of $1,095,446,
which represents the minimum budget amount needed to maintain SGMA compliance, and
calculates the total effective groundwater use of 47,845 acre-feet (after a 5% appeals allowance),
yielding a Fee of $22.90 per acre-foot of consumptive groundwater use per year.

N. De minimis extractors, as defined in Water Code § 10721(e) as those who extract
two acre-feet or less per year for domestic purposes, will not be charged the Fee; PRAGA
Member Agencies will cover the apportioned costs attributable to de minimis extractors directly
or through “in-kind” services.

Page 2
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0. PRAGA made parcel-specific consumptive groundwater calculations available for
review on May 7, 2026 and landowners were notified and given the opportunity to review their
projected water use and submit appeals of the Water Year 2025 consumed groundwater use (net
of effective precipitation) calculation by June 8, 2026 by submitting a completed appeal form
with supporting documentation to info(@PasoRoblesAGA. org or by mail to PO Box 82, Paso
Robles, CA 93477.

P. PRAGA gave notice concerning the proposed Fee as follows: (i) PRAGA caused
notice of the public meeting to be published in San Luis Obispo Tribune on May 6, 2026 and
May 13, 2026, at least five (5) days apart, pursuant to Government Code § 6066; (ii)) PRAGA
posted notice of the public meeting, together with the Draft Rate & Fee Study Report, on
PRAGA’s website at https://www.pasoroblesaga.org/fiscal-year-2026-2027-draft-rate-fee-study;
(ii1) No written requests for mailed notice pursuant to Water Code § 10730 were received by
PRAGA; (iv) the notices included the time and place of the public hearing, a general explanation
of the proposed Fee, and a statement that the data upon which the proposed Fee is based was
publicly available; and (v) the data upon which the proposed Fee is based was made available to
the public on May 7, 2026, at least twenty (20) days prior to the public meeting scheduled for
May 27, 2026. A true and correct copy of the notices are attached as Exhibit B.

Q. PRAGA’s Board held a public meeting on May 27, 2026 to hear any oral or
written presentations regarding the proposed Fee.

R. Section 21080(b)(8) of the Public Resources Code provides that the
establishment, modification, structuring, restructuring, or approval of rates, tolls, fares, or other
charges by public agencies is exempt from the requirements of the California Environmental
Quality Act (“CEQA”), provided that certain findings are made specifying the basis for the
claim of exemption.

S. Any judicial action or proceeding to attack, review, set aside, void, or annul this
resolution to impose the Fee shall be commenced within 180 days following the adoption of this
resolution, pursuant to Water Code § 10726.6.

Therefore, the Board of Directors of the Paso Robles Area Groundwater Authority
RESOLVES as follows:

1. Imposition of Fee. PRAGA hereby imposes a Groundwater Sustainability Fee of
$22.90 per acre-foot of consumptive groundwater use on all parcels within Member Agencies’
boundaries, except de minimis groundwater extractors, for Fiscal Year 2026-2027. De minimis
groundwater extractors, as defined in Water Code § 10721(e), will not be charged a Fee. PRAGA
Member Agencies will cover the costs apportioned to de minimis extractors directly or through
“in-kind” services.

2. Collection and Use of Revenues. PRAGA hereby elects to collect the Fee through
placement on the county property tax roll. Revenues derived from the Fee will be used solely to
fund PRAGA’s groundwater sustainability program and will not be used for any purpose other
than that for which the Fee is imposed. PRAGA staff shall furnish this resolution to the county
auditor-controller and board of supervisors on or before August 1, 2026 along with a list of
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The GSAs, with the exception of EPCWD which was not yet a GSA, jointly developed and separately
adopted a single GSP to sustainably manage the Basin and submitted it to DWR on January 30,
2020. In response to comments provided by DWR, the GSAs worked collaboratively to refine the
GSP and separately adopted a single updated GSP which was approved by DWR in 2023. When
EPCWD became a party to the MOA, it agreed to implement the GSP within its service area. The
adopted and approved GSP establishes a roadmap for long-term groundwater sustainability and
regulatory compliance within the Basin.

As anticipated by the MOA, the GSAs went on to consider long-term management and governance
options to follow the adoption and approval of the GSP. Ultimately, four of the GSAs — the City,
the County, SSJWD, and EPCWD entered into a joint exercise of powers agreement (the “JPA
Agreement”) that formed the Paso Robles Area Groundwater Authority (the “Authority”), a
separate joint powers authority established to perform GSP and SGMA administrative and
regulatory compliance functions specifically identified in the JPA Agreement, and to pursue the
funding necessary to support these actions within their combined service area within the Basin.
The Authority replaced the PBCC. Although the members of the Authority are limited to the City,
the County, SSJWD, and EPCWD (collectively “Members”), there are provisions in the JPA that
would permit SMCSD to join the Authority in the future if certain conditions are met. In the
meantime, the Authority provides a Basin governance structure for the Members to work
collaboratively to implement the GSP, meet regulatory obligations, and pursue sustainability
goals.

The approved GSP outlines a framework of Projects and Management Actions (“PMAs”) designed
to mitigate groundwater decline, stabilize water levels, and achieve sustainability objectives. The
Authority, on behalf of the Members, is responsible for overseeing the implementation of many
of these actions, ensuring compliance with SGMA, and securing necessary funding to support
ongoing groundwater management efforts within their combined service area within the Basin.
More specifically, and as set forth in Section 4.5 of the JPA Agreement, the following are some of
the initial powers granted to the Authority:

= Completion of the regulatory requirements under SGMA, including preparing and
submitting annual reports, five-year GSP evaluations and serving as the GSP plan
manager.

= Development and implementation of a communication and engagement plan and to
otherwise undertake stakeholder outreach.

= Development and implementation of a data gap plan and to otherwise develop and
implement an enhanced groundwater level measuring program.

= Development and implementation of a voluntary groundwater demand reduction
program, which may include fallowing and other water demand reduction or land
repurposing strategies; and development of a mandatory demand reduction program
should the voluntary program prove inadequate.
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= Development and adoption of an annual budget.
= Development and adoption of a plan to fund the exercise of the granted authorities.

In April 2024, the County engaged a consultant team consisting of SCI Consulting Group, GSI Water
Solutions, and Confluence Engineering Solutions (the “SCI Team”) to develop a cost-of-service
study for the Subbasin. This effort included engagement with Member staff and other
stakeholders, community outreach efforts, and public workshops. In a parallel effort, the County
also engaged Land IQ, a firm specializing in land mapping and remote sensing technology.

In August 2025, the cost-of-service study effort was halted after a majority protest was achieved
by affected property owners. In subsequent months, the Authority evaluated alternative funding
options and considered reduction of the annual budget. Ultimately, a regulatory fee consistent
with Water Code § 10730 and Article Xlll C of the California Constitution was selected as the
optimal approach for funding the Authority for Fiscal Year (“FY”) 2026-27 and possibly beyond. A
reduced budget focused on SGMA compliance and Program Administration was adopted by the
Board on March 25, 2026. SCI Consulting Group and Confluence Engineering Solutions were
retained to develop a fee program based on this direction.

Consistent with the above, this Report is intended to support the Authority’s development and
implementation of a fee pursuant to Water Code § 10730 based on consumptive groundwater
use (referred to throughout as the “Groundwater Sustainability Fee” or “Fee Program”), beginning
in FY 2026-27. This proposed Groundwater Sustainability Fee is intended to fund Program
Administration in accordance with the GSP and JPA.

This Report was prepared to:

= Describe the cost of the Authority’s Groundwater Sustainability Program and the
benefits that would be funded by the proposed Groundwater Fee to maintain
compliance with SGMA and contribute to Basin sustainability.

=  Describe a projected budget for administering the Authority’s Groundwater
Sustainability Program to be funded by the Groundwater Sustainability Fee in 2026-27
and possibly into the future.

= Determine the benefits provided by the Authority’s Groundwater Sustainability Program
to groundwater extractors / parcels within the Authority;

= Determine the appropriate allocation of Groundwater Sustainability Program costs
across groundwater users;

= Describe the method of apportionment / allocation of Groundwater Fees to parcels /
payers that receive benefits within the Authority; and

= Establish a rate and Groundwater Sustainability Fee schedule to fund the costs of
Program Administration needed to achieve Basin sustainability.
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As explained more fully in Section Il, the proposed Groundwater Sustainability Fee is being
imposed in a way that proportionally allocates costs among all Basin users that have a
“consumptive use” of groundwater (a net withdrawal of water from the groundwater basin) and
directly benefit from the Groundwater Sustainability Program. The Report proposes that the
Member GSAs fund the proportional costs attributable to “de minimis extractors” from the Basin
(defined in Water Code § 10720.1 as those who extract, for domestic purposes, two AF or less per
year) with funds not derived from the proposed Fee or with “in-kind” services. This approach is
proposed because de minimis extractors have little-to-no consumptive use due to return flows to
the aquifer and would likely be excluded from State Water Board regulation under SGMA. This
Report proposes that the remaining cost of the Groundwater Sustainability Program be charged
to the consumptive users of the groundwater basin - commercial extractors, water system
extractors, and agricultural extractors — proportionately based on their consumptive use of
groundwater, through a charge placed on the property tax roll.

The proposal for the Groundwater Sustainability Fee detailed in this Report ensures that the funds
collected are used exclusively for programs and projects that support and sustain the Paso Robles
Subbasin and that directly serve those who pay the Groundwater Sustainability Fee.

Subbasin Characteristics

As described in the GSP?, the Paso Robles Subbasin spans approximately 436,240 acres and forms
part of the Salinas Valley Basin. The Paso Robles Subbasin is entirely located within the County
and includes the incorporated City and the unincorporated communities of Shandon, San Miguel,
Creston, Cholame, and Whitley Gardens. As shown in Figure 1, it is bordered to the west by the
Santa Lucia Mountain Range, to the north by the San Luis Obispo-Monterey County line, to the
east by the Temblor Mountain Range, and to the south by the La Panza Mountain Range.

! https://sgma.water.ca.gov/portal/gsp/preview/35
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Figure 1 - Paso Robles Area Subbasin Boundary
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Water use in the Basin is primarily characterized as agricultural. Approximately 90% of annual
groundwater extraction can be attributed to agricultural activity (GSP 6-11). Other uses include
municipal use, small public water system use, rural domestic use and environmental use.

Agency Characteristics

The Authority was formed in March 2025 as a joint powers authority between four of the five
GSAs: the City, County, EPCWD, and SSJWD. SMCSD, while not an initial member, may join in the
future. The Authority is governed by a Board of Directors consisting of one Director appointed by
each Member. As discussed above, the Authority was delegated certain initial powers. Each
Member retains its GSA status, and additional powers cannot be exercised by the Authority
without further Member action as described in Section 4.7 of the JPA Agreement. Subbasin GSA
boundaries are shown below in Figure 2.
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Figure 2 - Paso Area Subbasin GSA Boundaries
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Financial Context and Background

To date, development and implementation of the GSP has been funded by a combination of GSA
contributions and grant funding. GSA contributions have been determined annually in accordance
with annual budgetary needs and shared proportionally among all GSAs in accordance with
provisions set forth initially in the MOA and upon creation of the Authority, in the JPA. GSP
development and implementation costs have largely been funded by grant awards from DWR.

Implementation of the GSP and maintaining SGMA compliance in the coming years will require
continued funding in support of Program Administration. While the Authority will continue to
pursue grant funding as it becomes available, it will require a reliable, stand-alone funding
mechanism to perform its State-mandated functions.

Subbasin Conditions

The GSP provides an in-depth analysis of Subbasin conditions and the sustainability indicators that
drive groundwater management efforts in the Basin. These indicators provide the context and
rationale behind the need for PMA implementation by the Authority.
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The Paso Robles Subbasin sustainability goal, as stated in the GSP (GSP 8-5), is as follows:

The goal of this GSP is to sustainably manage the groundwater resources of the Paso
Robles Subbasin for long-term community, financial, and environmental benefit of
Subbasin users. This GSP outlines the approach to achieve a sustainable groundwater
resource free of undesirable results within 20 years, while maintaining the unique
cultural, community, and business aspects of the Subbasin. In adopting this GSP, it is
the express goal of the GSAs to balance the needs of all groundwater users in the
Subbasin, within the sustainable limits of the Subbasin’s resources.

Basin Prioritization

DWR assigned a prioritization rating to each of California’s 515 groundwater basins. The basin
prioritization rating dictates whether a basin is designated very low, low, medium, or high priority,

as shown in Table 1.

Table 1 - SGMA Priority Ranking Criteria

Priority

Total Priority Point Ranges

Very Low
Low
Medium
High

over zero upto 7
over 7 upto 14
over 14 upto 21
over 21 upto 42

Medium and high priority basins are required to establish a groundwater sustainability agency
and develop a groundwater sustainability plan. With a priority ranking score of 40, the Paso Robles
Subbasin is classified by DWR as a high-priority basin.

SGMA also directs DWR to identify groundwater basins in conditions of critical overdraft. As
outlined in DWR Bulletin 118, “[a] basin is subject to critical overdraft when continuation of
present water management practices would probably result in significant adverse overdraft-
related environmental, social, or economic impacts.” DWR has designated the Basin as subject to
critical conditions of overdraft. The Basin’s priority point allocation is illustrated in Table 2.
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Table 2 - Paso Robles Subbasin Priority Points

Criteria Priority Points

1 Population 1
2 Population Growth 4
3 Public Supply Wells 1
4 Total Wells 1
5 Irrigated Acres 2
6 Groundwater Reliance 4
7 Impacts 7.5
8 Habitat and Other Information 2

Adjustment for Critical Overdraft 17.5

Total Priority Points 40

Sustainability Indicators

SGMA establishes six sustainability indicators that guide GSAs in their efforts to achieve
sustainability. Avoidance of undesirable results related to these indicators is a core tenet of
SGMA. The primary sustainability indicators that are expected to drive sustainable groundwater
management in the Paso Robles Subbasin are chronic lowering of groundwater levels and
reduction of groundwater in storage. Minimum thresholds for degraded water quality, depletion
of interconnected surface water, and land subsidence have also been noted in the GSP, although
these issues are not as prevalent. The final sustainability indicator, seawater intrusion, is not
present in the Basin. Significant and unreasonable conditions, undesirable results, and adverse
impacts related to these indicators are discussed in detail in the GSP.

Significant and unreasonable conditions related to chronic lowering of groundwater levels
are described in the GSP as being caused by a water budget imbalance with pumping in excess of
recharge (GSP 8-9). Undesirable results stemming from such conditions include potential limitation
of water availability for groundwater pumpers in the Paso Robles Subbasin (GSP 8-25). Any such
limitation can produce significant adverse impacts on groundwater extractors within the
Authority, who rely heavily, and in most cases exclusively, on groundwater resources. The
implications of such impacts for agricultural groundwater use, the vast majority of pumping
in the Basin, would include economic impact to employees and suppliers of production as
well as areduction in local and state tax roll revenue (GSP 8-25).
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Significant and unreasonable conditions related to reduction in groundwater storage are defined
in the GSP as those that lead to long-term reduction in groundwater storage (GSP 8- 29) caused by
expansion in pumping or extensive drought (GSP 8-34). The GSP provides a detailed analysis of
reduction in groundwater storage, estimating a future annual loss of approximately 14,000 acre
feet per year (“AFY”) if conditions do not change (GSP 6-25). Similar to chronic lowering of
groundwater levels, undesirable results stemming from such conditions include a reduction of
water availability for groundwater pumpers, particularly impacting those with shallow wells (GSP
8-35). Limited access to groundwater would impact agricultural groundwater extractors in
particular, as they make up approximately 90% of groundwater pumping in any given year. The
GSP indicates a need to protect against a reduction in groundwater storage by achieving no net
change in groundwater elevations and storage during average hydrologic conditions and over the
long-term (GSP 8-35). While drought and other short-term impacts are anticipated, the GSP
highlights a need for management actions to provide sufficient flexibility to accommodate these
impacts by ensuring they are offset by increases in groundwater levels or storage during normal
or wet periods (GSP 8-35).

The GSP notes several concerns surrounding degraded water quality. Significant and
unreasonable conditions are defined as increases in a chemical constituent that either results in
groundwater concentrations in a public supply well that are above an established primary or
secondary Maximum Contaminant Level (“MCL”), or that lead to reduced crop production (GSP
8-35). For agricultural wells, these concerns center around the presence of chloride and boron;
for public supply wells, the presence of total dissolved solids, chloride, sulfate, nitrate, and gross
alpha radiation are relevant (GSP 8-36). The GSP notes that poor quality groundwater may be
drawn into wells in the Subbasin and degrade the groundwater quality if groundwater levels are
allowed to fall too low (GSP 5-55).

Significant and unreasonable conditions related to land subsidence are defined in the GSP as rates
of permanent subsidence of surface level elevations that impact infrastructure (GSP 8-46). During
the development of the GSP, land subsidence within the Basin was found to be minimal, with the
majority of land area elevation changes measured within the margin of error (0.1 feet) (GSP 5-24).
However, land subsidence in certain areas was measured between -0.125 and -0.1, illustrating the
need to continue to monitor this issue. Undesirable results stemming from land subsidence are
defined as pumping-induced subsidence of greater than 0.1 foot in any single year and a
cumulative 0.5 foot in any five-year period that could substantially interfere with surface land use
(GSP 8-51). Such results would threaten the use of existing infrastructure in the Basin.
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Significant and unreasonable conditions related to inter-connected surface water are defined in
the GSP as reduced surface flow in streams and a lowering of the water table next to streams (GSP
8-51). These conditions have adverse effects on groundwater recharge and the ability of native
riparian vegetation and animal species to use riparian habitat. Undesirable results stemming from
these conditions include unreasonable adverse effects on beneficial users and uses of water (GSP
8-55). The GSP calls for an improved understanding of this issue through groundwater monitoring
in order to better address any potential undesirable results (GSP 8-57).

Implementation of the GSP will require the Authority to address these five sustainability indicators
through ongoing Basin monitoring, reporting, and implementation of PMAs. The cost of the
Groundwater Sustainability Program described in Section Ill of this Report is directly necessitated
by these conditions.

Groundwater Sustainability Fees

Just as SGMA envisions groundwater basins being locally governed unless State intervention is
necessary to ensure that local agencies manage groundwater in a sustainable manner, it also
envisions that GSP implementation will be locally funded. The purpose of this Report is to establish
the rate and fee schedule for the Authority’s Program Administration Budget, providing a reliable
stand-alone revenue source to ensure the Authority’s ability to implement the GSP.

Numerous discussions with Member GSA staff, the PBCC (prior to its dissolution), PRAGA, and the
SCI Team contributed to the determination of an optimal funding approach for the Authority’s
Groundwater Sustainability Program.

A Groundwater Sustainability Fee Program for PRAGA

Consistent with Water Code § 10730 et seq. which authorizes local agencies to fund SGMA
implementation through a charge imposed on groundwater use, including volumetric charges, the
Groundwater Sustainability Fee detailed in this Report is based on apportioning the cost of Basin
management according to the amount of groundwater consumed by each extractor served. For
purposes of this Report and the proposed Fee Program, consumption is measured in acre feet
(“AF”). Groundwater consumed (referred to throughout as “consumptive use”) differs from
groundwater extracted in that it refers only to the portion of water that is consumed by the
extractor and not returned to the aquifer. In many cases, a portion of groundwater extracted is
returned to the aquifer (or, for agricultural extractors, remains in the root zone for future
consumption). More detail on the characteristics of consumptive use, as well as how it is
measured, is included in Section Ill, below.

Several factors make this approach the optimal basis on which to apportion the costs of the
Groundwater Sustainability Program:
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= Proportional: A fee based on consumptive groundwater use is equitable in that
parcels that consume more groundwater (and thus have more at stake in ensuring a
sustainable groundwater supply) and receive a higher degree of benefit from the
Authority would pay more while parcels that consume less and require a lower
degree of benefit from the Authority would pay less. Furthermore, by basing a fee
on consumptive use, groundwater extractors are charged only for the portion of
their extraction that is actually consumed. Agricultural groundwater use is the most
prevalent use in the Subbasin. For agricultural properties, consumptive groundwater
use can be measured on a field by field, and parcel scale, in a comprehensive and
objective manner using evapotranspiration (ET) calculated using satellite data.

= Easy to Understand: a consumption-based fee charged to extractors based on the
amount of groundwater consumed is easy to understand and clearly allocates the
proportionate cost of benefits provided to those parcels to the appropriate
landowners / groundwater extractors within the Authority.

= Legally Compliant: The proposed Groundwater Fee is being imposed pursuant to and
in accordance with Water Code § 10730 to fund the costs of sustainable groundwater
management by the Authority consistent with the delegation in the JPA.

Rate Components: Revenue Requirements and Groundwater Consumption

GSA staff worked with the SCI Team to develop projections of the Authority’s Budget for FY 2026-
27. These projections serve as the basis for the cost of the Groundwater Sustainability Program
and the benefits it provides to groundwater extractors.

As stated above, the optimal basis of this proposed Fee Program is consumptive groundwater use.
One of the challenges faced in identifying agricultural groundwater use on a parcel / extractor
scale stems from a lack of reliably available metered extraction data. In order to improve
understanding of groundwater use within the Paso Robles Subbasin, Land 1Q was retained to
provide land mapping and remote sensing technology. This has enabled the Authority to obtain
ET measurements of water use on agricultural fields within the Basin. By assigning the ET for
specific fields to the parcels on which they are located and accounting for precipitation, the
Authority is able to determine consumptive groundwater use on a field by field, and parcel basis.

In lieu of reliably available metered groundwater extraction data, ET measurements provide the
most accurate, comprehensive, and practical means of measuring consumptive groundwater use
available. These measurements will form the basis of many of the Authority’s regulatory efforts and
are used in this Report to apportion the cost of Basin management on a parcel / extractor scale.
Consistent with this Report, the Authority has developed an approach to the calculation of
consumptive groundwater use and the application of Groundwater Sustainability Fees that may be

adopted.
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Il. Statutory Basis and Characteristics of the Proposed Fee

Under the authority of Water Code § 10730, the Authority proposes to levy Fees on groundwater
extractors within the combined service area of its Members who will directly benefit from
program administration and management actions authorized by the JPA. The Groundwater
Sustainability Fee is being imposed for the specific benefit of having local government adopt and
implement a groundwater sustainability program for the Subbasin so that the Subbasin, and those
who consume water therefrom, do not become subject to State intervention. The proposed Fee
is no more than necessary to cover the reasonable costs of the Groundwater Sustainability
Program.

The Authority may only use revenue from the Fee to fund the groundwater sustainability activities
authorized by the JPA and described in this Report, all of which benefit groundwater extractors in
the Members’ combined service area and serve the purpose of implementing programs and
activities required to achieve Basin sustainability and SGMA compliance. Importantly, the Paso
Robles Subbasin is a high priority basin subject to critical conditions of overdraft. If the Authority
does not secure a funding source to implement the administrative and management activities
necessary to comply with SGMA, the SWB would declare the Basin “unmanaged” or
“probationary” and intervene. Unmanaged or probationary basins are subject to regulatory
actions, including annual fees and reporting requirements.

The SWB sets its fees for unmanaged and probationary basins annually without a vote of or input
from the regulated community. The current SWB fees are set forth below in Table 3. Unlike the
proposed Groundwater Fee, groundwater pumpers would pay these fees to the State and the
funds would not help pay for any local groundwater management activities or programs. Rather,
the SWB fees would be used for SWB administration, regulation, and possible implementation
and enforcement of pumping restrictions in the Basin.

Table 3 - State Water Board Intervention Rates?

SWB Reporting and Fees (For Basins Managed by the State)

Charge Cost Notes
Base Filing Fee $300 per well Excludes De Minimis Extractors
Unmanaged Area Rate (Metered) $10 per AF Excludes De Minimis Extractors
Unmanaged Area Rate (Unmetered) $25 per AF Excludes De Minimis Extractors
Probationary Rate $20 per AF Excludes De Minimis Extractors
Interim Plan Rate $55 per AF Excludes De Minimis Extractors
De Minimis Fee $100 per well Optional; Subject to SWB determination
Automatic late fee 25% per month Extraction Reports Not Filed By Due Date

2 https://www.waterboards.ca.gov/sgma/reporting_and_fees.html
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Proportionality of the Proposed Fee

This Report serves as a part of the legal basis for the establishment of a Fee Program in support
of GSP implementation within the Authority. Within SGMA, two revenue paths are specifically
described to fund a groundwater sustainability agency: Water Code § 10730 describes fees that
align with general GSA management and GSP implementation excluding major capital
investments for improvements; and Water Code § 10730.2 describes fees at the full spectrum of
GSA costs including major capital investments and facility operations and requires more rigorous
and lengthy adoption procedures. These code sections are the legal apparatus that provide GSAs
with the authority to charge fees, and they detail specific requirements related to fee structure
and implementation. The descriptions of fees in each of these two sections provide guidance for
the constitutional “pathways” that are applicable for their respective fee types.

Water Code § 10730

As noted above, Water Code § 10730 is intended to fund general GSA management and GSP
implementation excluding major capital investments. The proposed Fee Program is intended to
fund costs stemming from Program administration, including general administrative costs and
State-mandated monitoring and reporting. The Scope of Water Code § 10730 fully embraces the
activities described in the current budget. For this reason, the Authority has chosen to implement
a Water Code § 10730 fee, as described below:

A groundwater sustainability agency may impose fees, including, but not limited to, permit
fees and fees on groundwater extraction or other regulated activity, to fund the costs of a
groundwater sustainability program, including, but not limited to, preparation, adoption,
and amendment of a groundwater sustainability plan, and investigations, inspections,
compliance assistance, enforcement, and program administration, including a prudent
reserve.
The proposed Fee described in this Report accounts for the benefit provided to groundwater
extractors by administering the Groundwater Sustainability Program, and as such falls within the
categories described by this code section. Nonetheless, any fee imposed by a government agency
must comply with the California Constitution. Further discussion of compliance with Proposition
26 is included below.

Proposition 26

Proposition 26 was passed by voters in 2010, providing a broad constitutional definition of the
term “tax”, which was necessary in the wake of Proposition 218’s limitations on local taxes. While
Proposition 218 outlined substantive and procedural guidelines for the imposition of taxes,
benefit assessments, and property related fees, the definition of the term “tax” was not succinctly

defined.
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Proposition 26, as included in Article XlII C of the California Constitution, defines a tax as “any
levy, charge, or exaction of any kind imposed by a local government,” with certain exceptions.
Among these exceptions is the most appropriate basis for the proposed Groundwater
Sustainability Fee, as described below:

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

Article XlIl C goes on to stipulate that the governing agency must establish that any charges
imposed by a government agency are not taxes:

The local government bears the burden of proving by a preponderance of the evidence
that a levy, charge, or other exaction is not a tax, that the amount is no more than
necessary to cover the reasonable costs of the governmental activity, and that the manner
in which those costs are allocated to a payor bear a fair or reasonable relationship to the
payor’s burdens on, or benefits received from, the governmental activity.

Groundwater Sustainability Fees

The exception listed above provides the basis for a regulatory fee in support of PRAGA’s
Groundwater Sustainability Program. Implementation of the Paso Basin GSP and maintaining
SGMA compliance provides a benefit to all groundwater users in the Basin. Additionally, costs
incurred by the Authority’s Groundwater Sustainability Program are regulatory costs, as they
represent the regulation of groundwater in the Subbasin.

This Report provides the rationale for how the Authority’s Groundwater Sustainability Fee will
comply with the requirements of Article XIII C, in that the Fees charged to groundwater extractors
in the Basin:

Are not taxes.
Will not generate more revenue than the reasonable cost of the governmental activity.
Are allocated to the payor in a manner that bears a reasonable relationship to the benefits
received from the governmental activity.

4. Are allocated based on a benefit provided to the payor that is not provided to those not
charged.

Paso Robles Area Groundwater Authority —
Draft Rate & Fee Study Report ConsultingGroup
May 2026 PAGE | 18



As addressed more fully in Section Il below, the manner in which the costs are apportioned and

allocated to groundwater extractors also bears a fair or reasonable relationship to the payor’s

burdens on, or benefits received from, these governmental activities and will not exceed the

proportional cost of the benefit attributable to each parcel charged. The Groundwater Fee is

apportioned to groundwater extractors based on the benefit provided to each parcel where

consumptive use occurs. This was accomplished by conducting a benefit analysis to determine the

service (and associated cost) that is required based on the amount of groundwater use.

Volumetric fees provide an optimal ability to establish a reasonably proportional cost burden

across Subbasin groundwater extractors. By apportioning the Groundwater Sustainability

Program on a volumetric basis, the proposed Groundwater Fee establishes the appropriate

proportional benefit or service provided to each extractor. This approach is based on the concept

that those who consume more groundwater have more at stake in maintaining compliance with

SGMA and ensuring a sustainable groundwater supply. It also acknowledges that the amount of

extraction in the Subbasin correlates to the cost of providing Groundwater Sustainability Program.

Recent case law out of the Sixth District Court of Appeal (Great Oaks Water Company v. Santa
Clara Valley Water District, 2025 WL 969510) supports the notion that volumetric charges to fund
groundwater management services align with the California constitutional requirements

surrounding revenue generation on the part of public agencies. This case further establishes that

the right to extract groundwater is a specific benefit that is supported by the sustainable

management of groundwater as a resource, and that a volumetric fee produces charges that

provide a proportional allocation of the cost of providing the Groundwater Sustainability Program,

which is necessary for groundwater management under SGMA.

Finally, revenue derived from the proposed Groundwater Sustainability Fee will not exceed the

amount required to provide the services to be funded and will not be used for any purposes other

than those services for which the fee is imposed. The Budget, discussed in Section lll, details the

scope and cost of services to be provided by the Authority to comply with SGMA and administer

the Groundwater Sustainability Program. These efforts are paramount to the Authority’s ability

to achieve Basin sustainability.

Public Meetings

Water Code § 10730 also provides requirements regarding a public meeting prior to imposing a

fee program:

Prior to imposing or increasing a fee, a groundwater sustainability agency shall hold at
least one public meeting, at which oral or written presentations may be made as part of
the meeting. Notice of the time and place of the meeting shall include a general
explanation of the matter to be considered and a statement that the data required by this
section is available. The notice shall be provided by publication pursuant to Section 6066
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of the Government Code, by posting notice on the Internet Web site of the groundwater
sustainability agency.

At least 20 days prior to the meeting, the groundwater sustainability agency shall make
available to the public data upon which the proposed fee is based.

De Minimis Extractors

De minimis extractors are defined by Water Code § 10721 as those who extract, for domestic
purposes, 2 acre feet (AF) or less of groundwater per year. An important distinction is made by
Water Code § 10730 regarding de minimis extractors:

A groundwater sustainability agency shall not impose a fee pursuant to this subdivision

on a de minimis extractor unless the agency has regulated the users pursuant to this part.
This indicates that in order to charge de minimis extractors, a GSA must have regulated these
users. This requirement is relatively vague, as regulation of de minimis users is open to
interpretation.

However, the inherent challenge in implementing a fee that excludes de minimis users stems from
Article XIll C's requirement that a regulatory fee be based on a benefit provided to the payor that
“is not provided to those not charged.” One can argue that the Groundwater Sustainability
Program benefits all groundwater users in the Basin, proportional to their amount of use.
Regardless, throughout the process of developing a fee for the Basin, Board members, staff, and
community members have consistently expressed the perspective that de minimis users should
not be charged.

This Report proposes including de minimis users in the consideration of benefit, allocating a
minimal amount of costs based on their minimal groundwater use and minimal benefit, but not
charging these users. Instead, these costs will be apportioned separately to PRAGA Member

Agencies, which will cover these costs either directly or through “in-kind” services provided to
support the Authority’s Groundwater Sustainability Program. This approach ensures that costs
attributable to de minimis users are not shifted to other fee payers.

Duration of the Fee Program

The proposed Groundwater Fee Program is based on a projected Budget for FY 2026-27. PRAGA
anticipates the need for more extensive costs related to projects and management actions
(“PMAs”) in future years. However, if the Groundwater Fee is adopted, the Authority may elect to
continue the Fee Program beyond FY 2026-27 — provided the budget and maximum rate justified
in this Report remain viable.
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