2@
Mmubbasin

SPECIAL MEETING AGENDA
June 5, 2019
1:00 PM
County of Merced Board Chambers, Third Floor
2222 M Street, Merced, CA

Bob Kelley, Stevinson Water District
Chair
Nic Marchini, Western White Area Representative
Vice Chair

George Park, Lone Tree Mutual Water Company Kole Upton, Le Grand-Athlone Water District
Lloyd Pareira, County of Merced Michael Gallo, Eastern White Area Representative

1. CALL TO ORDER/ROLL CALL
2. PLEDGE OF ALLEGIANCE

3. PUBLIC COMMENT PERIOD
Public opportunity to speak on any matter of public interest within the Board's jurisdiction
including items on the Board's agenda. Testimony limited to three minutes per person.

4. APPROVAL OF MINUTES
Action to approve the meeting minutes from April 11, 2019.

5. PROJECT TO MODEL DEMAND REDUCTION
Action to approve a project submission to the GSP that forecasts how the Merced Subbasin GSA
will meet a lower pumping allocation and reduce demand. Project is for modeling purposes in the
GSP.

6. FY 2019-2020 BUDGET
Action to approve the proposed FY2019-2020 budget for the Merced Subbasin GSA.

7. PROPOSITION 218 FEE STUDY
Action to approve the Fee Study Report from Provost & Pritchard on the Merced Subbasin GSA
landowner fee for SGMA compliance. Additional action to set the public hearing for July 23,
2019 and mail notices to landowners.
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8. COORDINATION COMMITTEE UPDATE
Board direction on groundwater allocation framework proposed changes

9. TECHNICAL AND ADVISORY COMMITTEES UPDATE
10. STAFF UPDATE

11. COMMENTS FROM THE BOARD

12. NEXT REGULAR MEETING: JULY 11, 2019

13. ADJOURNMENT

Alternate formats of this agenda will be made available upon request by qualified individuals with
disabilities. Appropriate interpretive services for this meeting will be provided if feasible upon
advance request by qualified individuals with disabilities. Please contact the Secretary at (209) 385-
7654 for assistance and allow sufficient time to process and respond to your request. Copies of
agendas and minutes will be available at the Merced County Community and Economic Development
Department and at www.countyofmerced.com/MercedSubbasinGSA.




MERCED SUBBASIN GROUNDWATER SUSTAINABILITY AGENCY JOINT POWERS
AUTHORITY (JPA)
GOVERNING BOARD
MINUTES FOR MEETING OF APRIL 11, 2019

The agenda, original minutes, and all supporting documentation (for reference purposes
only) of the Merced Subbasin Groundwater Sustainability Agency Governing Board
meeting of April 11, 2019 are available online at
www.countyofmerced.com/MercedSubbasinGSA.

CALL MEETING TO ORDER

The regular public meeting of the Merced Subbasin Groundwater Sustainability Agency
Joint Powers Authority Governing Board was called to order at 2:00 p.m., on April 11,
2019, in the Board Chambers located at 2222 "M" Street, Third Floor, Merced, California.

. PLEDGE OF ALLEGIANCE

II. ROLL CALL OF BOARD MEMBERS

Board Members
Present: Bob Kelley- Chairman (Stevinson Water District)
Nic Marchini- Vice-Chair (Western White Area Representative)
Kole Upton- (Le Grand-Athlone Water District)
Michael Gallo- (Eastern White Area Representative)
Supervisor Lloyd Pareira- (Merced County)

Board Members

Absent: George Park- (Lone Tree Mutual Water Company)

Staff Present: Mark Hendrickson, Secretary
Ana Muniz-Laguna, Recording Secretary
Lacey Kiriakou, Merced County Water Resources Coordinator

V. PUBLIC COMMENT PERIOD

Mr. Don Wright, a resident from Clovis, addressed the Board and stated he recently
contracted with the Fresno State Wet Center and would like to partner with agencies,
businesses, landowners and other community entities on product evaluations with
regards to water. Mr. Wright gave his contact information to the GSA Board.
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V. APPROVAL OF MINUTES

MOTION: M/S GALLO- UPTON, AND CARRIED BY A VOTE OF 4 — 0, THE BOARD
APPROVES THE MINUTES FROM THE MARCH 22, 2019 MEETING.

VI. MERCED SUBBASIN GSA LOGO

Action to select a logo for the Merced Subbasin GSA from options drafted by Provost and
Pritchard.

Ms. Lacey Kiriakou presented two logo options drafted by consultants Provost and
Pritchard to be used in Prop 218 proceedings, outreach and educational materials, as
well as GSA correspondence and documentation. The Board discussed and considered
the two logos. Board member Pareira suggested the sprout in the graphic be all green
instead of green and yellow.

No public comment.

MOTION: M/S PEREIRA— GALLO, AND CARRIEDBY A VOTE OF 4-0, THE BOARD
APPROVES TO SELECT OPTION 2 WITH AN ALL GREEN SPROUT AS A LOGO FOR
THE MERCED SUBBASIN GSA TO USE DURING THE PROPOSITION 218
PROCEEDING AND FOR OTHER EDUCATIONAL, OUTREACH AND GSA
MATERIALS.

Vil.  GROUNDWATER SUSTAINABILITY PLAN UPDATE

Informational presentation by Woodard and Curran updating on the Merced Groundwater
Sustainability Plan (GSP) development progress along with water budget and the
framework for groundwater allocation. No action required.

Dominic Amador, a representative with Woodard and Curran, provided an informational
presentation on the development of the Merced Subbasin Groundwater Sustainability
Plan along with an update on the water budget and the Coordination Committee
recommendation for the water allocation framework.

Chairman Bob Kelley asked about the split between appropriative and overlying users
over 10 years and about the appropriative amount of water allocation and how that was
arrived at in the sustainable yield process as there was no data available for overlying
users.

Mr. Amador stated that there was historical use data for appropriative users to make a
determination but no data was available for overlying users in the model system so
consumptive use and other long-term projected use was used along a 50-year baseline.
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The percentage split arrived by 7.5% of total available native groundwater for prescriptive
users and 92.5% available for overlying users.

Board member Kole Upton asked about asked about GSP policies infringing on water
rights and Chairman Kelley clarified that the GSA cannot change individual water rights
but they have the authority to help regulate water as the State wants the basin to have an
initial plan for sustainability.

Board member Mike Gallo asked about the goal of concise water management and
inquired if breaking up the basin areas under different management zones would be the
best solution to deal with specific undesirable results in certain areas. He further stated
that other GSA’s have developed plans with management zones and asked if these
would be beneficial in Merced’'s GSA.

Chairman Kelley replied that the initial model was created through a grant and the data to
help create it used inflows and outflows of the basin. He stated the GSP was created with
a plan of management for the entire basin and the GSP was created with a model of the
goal to help the entire basin reach sustainability. He further commented that undesirable
results specific to certain areas and will be broken up under management zones that will
work on area projects. He stated that different management zones early in the GSP
coordination plan will create coordination problems and that the goal right now is to have
GSAs come up with one Plan and later in the process there would be management zones
developed.

Mr. Amador explained that the goal is to develop a single GSP and have all agencies
come into an agreement and agree on subsurface flow as to not negatively impact
neighboring basins.

During public comment Ms. Ursula Stock, a Merced resident, asked how the
Sustainability Plan accounted for miscalculations or variations specifically with
undesirable results and Mr. Amador replied that the model does consider fluctuations and
has minimum threshold buffers in place to account for any differences.

Mr. Brad Samuelson asked the Board to take into consideration seepage numbers to
include purchased water and riparian water rights when considering water allocations to
include all agencies.

Board member Upton stated that in regards to Le Grand-Athlone, that agency should get
credit for the seepage of purchased water.

Board member Pareira asked for clarification on the steps the GSA needs to consider
seepage water allocations down the road for other users including farmers using
recharge water.

Mr. Amador stated that the most effective way to quantify the seepage is for the various
water agencies to provide their own study and provide accurate seepage data to be
accounted for.
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VIII.

Chairman Kelley stated that the GSP is a dynamic plan that will take into consideration alll
of the users and different allocation scenarios as it gets further developed.

Mr. Eric Swenson, project engineer for Shannon Pump Company and Technical
Committee Member, commented on the 25-year implementation period to reach zero
change in storage and maintain the 2015 static water levels in CASGEM wells might be
difficult. He stated it's important for the GSA know what the target groundwater elevations
are at the end of 25-year period. Mr. Swenson suggested that action would need to
happen before the 25-year period due to concerns with dewatering impacts on school,
domestic and municipal wells if pumping continues to occur for 25 years. Mr. Swenson
discussed subsidence and how they may be viewed by the Department of Water
Resource and talked about management zones and how safe extraction numbers may
differ between areas in the groundwater basin, and suggested ranges of targets for
certain areas in the initial establishment of the GSP.

Mr. Nic Marchini clarified that surface water sources for irrigation are mainly through the

Merced River and the San Joaquin River as well as a few creeks that provide irrigation
water.

PROJECT TO MODEL DEMAND REDUCTION.

Discussion item for Board members to consider how the Merced Subbasin GSA will meet
a lower pumping allocation and reduce demand. Project is for modeling purposes in the
GSP. No action required.

Mr. Greg Young from Tully and Young presented to the Board and discussed demand
reduction considerations for the Merced Subbasin GSA. Mr. Young went over plans and
risks regarding the considerations and the need to reduce the total applied water by
approximately 200,000-acre feet by 2040 and possible implications with DWR and the
State Board if not achieved. Mr. Young discussed 3 different proposals as to how to
reach that goal. Option 1 proposed waiting until 2040 to start implementation and take no
actions along the way, Option 2 included short periods of actions in between the years
going towards 2040, and Option 3 included annual reductions gearing towards the
reductions in 2040.

Ms. Kiriakou informed that Board members Upton, Pareira, and Marchini had been
discussing this topic in preparation for this meeting and have the ability to discuss with
the GSA.

The GSA Board discussed the different ways they could implement plans to reach the
goal of reduction.

Chairman Kelley asked for the Board to come up with ideas for incentivizing reductions.



MERCED SUBBASIN GROUNDWATER
SUSTAINABILITY AGENCY
GOVERNING BOARD JPA

Minutes — April 11, 2019

Page 5

Mr. Young stated that it might be wise to do gradual annual reductions in order to show
progress being made in the 5-year update to the State, otherwise there may be some
concerns raised by the State for action on their part if no progress is shown and this
might be an incentive.

Board member Pareira suggested a 2% yearly reduction goal could be added to option
3’s implementation period to gradually educate and incentivize people. He included that
those in greater subsidence areas could adopt a higher percentage depending on the
area.

Board Member Upton asked if there has been any long-term economic analysis done to
study the economic impacts to certain agricultural production in the Merced area.

Mr. Young replied that SGMA addresses the community economics and may allow for
some transition but he was unsure if an analysis is planned with consultants Woodard
and Curran on economic impacts.

During public comment, Mr. Swenson talked about other areas in the US being on a
meter system and having allocations and suggested a goal of the GSA might be locate
and map all the wells in the Merced Subbasin and install meters on them should the GSA
ever need to go through a hard allocation system. Mr. Swenson declared that it will
probably take 3-5 years to understand the basin well enough to start a reduction program
and stated the groundwater model needs to be improved especially on eastern part of the
basin with additional CASGEM wells needing to be established in this area.

COORDINATION COMMITTEE UPDATE

Chairman Kelley gave an update about the recent topics discussed at the latest
Coordination meetings, specifically with amount of allocations to overlying users and
dormant overlying users. He stated that the Coordinating Committee agreed that 100%
allocations were recommended for those with exercised and unexercised groundwater
overlying rights. He declared that this would be allowed with the caveat that the GSAs
would not be allowed to transfer any groundwater credits or have a groundwater market
until all 3 GSAs agree on the parameters for water trading and have all the data gaps
filled in with all allocations being finalized.

Chairman Kelley also spoke about an AdHoc Committee established to investigate the
process for a long-term groundwater recharge permit with the State Water Resource
Control Board. Mike Gallo asked if the permit would be for the entire subbasin.

Nic Marchini clarified that the Coordinating Committee is currently exploring the feasibility
of such a permit between the three GSA'’s to come together and simply discuss if that is
the direction they would like to pursue and discuss terms they can all agree to.

Mr. Greg Young added that one of the discussion points the Coordinating Committee had
was that a larger permit between multiple GSA’s with many points of diversion might be
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more feasible to the State Water Board than an individual permit with one point of
diversion.

STAFEF UPDATE

Ms. Kiriakou informed that there will be two public educational workshops under the
Proposition 218 process, one on April 17, 2019 at 1:30 pm. in the Planada Community
Center, and the other one on April 24, 2019 at 5:30 pm at the Castle Conference Center
in Atwater. The differing times and areas are for the public’s convenience.

COMMENTS FROM THE BOARD

Board member Pareira remarked that when the GSA considers allocations, they consider
it based on acreage of those wells that are able to produce their own water and he asked
if the GSA consultants would be able to share groundwater depth and water degradation
data sometime in the future. Mr. Pareira also asked about water policies and
expectations involving those that have unusable water, or water that has quality issues.
Chairman Kelley stated that part of the undesirable results involved total dissolved salts
but other water quality issues were not a part of the groundwater management criteria.
Chairman Kelley discussed that the basis might be to look back at 2015 numbers and
use that as the baseline point for those experiencing water quality issues.

Mr. Young added that in regards to undesirable results associated with quality
degradation the GSA may have the ability to set management thresholds and minimum
objectives regarding quality levels.

NEXT REGULAR MEETING

July 11, 2019 at 2:00pm.

ADJOURNMENT

There being no further business, the meeting adjourned at 4:04 p.m.



BOARD ACTION ITEM

TO: MEMBERS OF MERCED SUBBASIN GSA GOVERNING BOARD
FROM: MARK HENDRICKSON, SECRETARY
DATE: JUNE 5, 2019

SUBJECT: PROJECT TO MODEL DEMAND REDUCTION

SUMMARY':

With a recommended framework for water allocation from the Coordination Committee, the
GSAs in the basin have an approximation of sustainable groundwater allocation per GSA. The
Merced Subbasin GSA will need to consider projects and management actions that both increase
supply and reduce demand to meet the lower allocation amount by 2040.

This item follows the Board discussion at the April Governing Board meeting on the proposed
project to model demand reduction. At the April meeting, a presentation was made on the
options that a work group of GSA Board Members had discussed for how the GSA may reduce
demand to meet the sustainable allocation by 2040. The project proposed is a management
action to be included in the Groundwater Sustainability Plan that will demonstrate how the
Merced Subbasin GSA has considered demand reduction as a management action to achieve the
sustainability goal and to model a proposed management action that decreases demand by
approximately 10,000 acre feet per year on a linear basis.

This item requests Board approval of Project to Model Demand Reduction to be included in the
GSP as a management action.

REQUEST/RECOMMENDATION/ACTION NEEDED:
Approve the inclusion of the Project to Model Demand Reduction in the GSP as a possible

management action of the Merced Subbasin GSA.



Merced Subbasin GSA Groundwater Demand Reduction Program [Management Action]

Description: The required decreases in pumping volumes to achieve balanced groundwater use in the subbasin may
result in substantial reductions in water availability over current use. The Merced Subbasin GSA (MSGSA) has
evaluated their ability to meet demands within the basinwide allocation framework and has recognized a deficit of
approximately 200,000 AF for their GSA when compared to current groundwater use. To remedy this deficit and work
toward sustainability, the MSGSA plans to consider a demand reduction program to gradually reduce pumping at a
consistent annual rate over a 20-year period, starting with voluntary reductions in 2020 and enforced reductions
starting in 2025. These reductions will incrementally increase by about 10,000-15,000 AF/YR for the entire MSGSA
management area, until the total annual reduction achieves the needed balance. Achieving these reduction may
require a per-acre pumping allocation for water users in the MSGSA, which will be determined by the MSGSA
Governing Board. In order to implement a demand reduction program, the MSGSA will be required to develop an
mechanism for reporting, monitoring and enforcement of demand reduction actions, likely on a parcel-by-parcel
basis.

The potential demand reduction program will be complimented by water supply enhancement projects and efficiency
projects conducted within the management area of the MSGSA that seek to increase the available water supply.

Measurable Objective: This program would have measurable benchmarks throughout the 20 year implementation
horizon. The program may be adaptively managed to reflect the progress of water supply enhancement projects in
the management area, which may result in a recalculation of the estimated reduction target necessary to balance
groundwater use.

Public Noticing: This demand reduction program has been considered at public meetings of the MSGSA Governing
Board and discussed at meetings of the Merced Groundwater Sustainability Agency Technical and Advisory
Committees. The Merced Subbasin GSA anticipates that public outreach and education on the potential structure of
pumping allocations, as well and feasible monitoring and enforcement mechanisms, would be necessary to enable a
successful program. Outreach may include public notices, meetings, potential website presence and email
announcements. Initial program implementation will focus on voluntary compliance while the MSGSA considers the
necessary elements to begin enforcing the program by 2025.

Permitting and Regulatory Process: Development of a demand reduction program is not a project as defined by CEQA
and NEPA and would therefore not trigger either. Reducing pumping over time is also not expected to trigger CEQA or
NEPA because it does not meet the definition of a CEQA or NEPA project.

Time-Table for Initiation and Completion: This demand reduction program would start with education and outreach to
landowners on the necessary reduction in demand starting in 2020. Voluntary reduction may start in 2020, anticipating
to reduce demand in the MSGSA management area by about 10,000-15,000 AF the first year, and growing annually
by about 10,000-15,000 AF. The development of enforcement mechanisms is anticipated start in 2020, in order to be
in place for mandatory reductions starting in 2025. Mandatory reductions may include per-acre groundwater allocations
that incrementally decrease as necessary to achieve the MSGSA management area reduction target.

Expected Benefits and Evaluation: A demand reduction program is one component of how the MSGSA will achieve
sustainable pumping in the GSA’s management area of the Merced Basin. Implementation and enforcement of a
demand reduction program would directly reduce groundwater pumping. Benefits would be measured by the
reduction in the total volume of groundwater used within the MSGSA management area.

How Project Will Be Accomplished: Desired reductions in groundwater use may be accomplished through the
development of a demand reduction program which may include a per-acre groundwater allocation, reporting,
monitoring, enforcement, and management to comply with the anticipated reduction of demand within the MSGSA
management area. The development of the demand reduction program may include outreach and feedback from




stakeholders and GSA member agencies, creation of policies and procedures, and establishment of accounting and
record-keeping tools.

Legal Authority: The Merced Subbasin GSA has the authority to develop a demand reduction program and may perform
implementation and enforcement of potential allocations through metering or other method to quantify groundwater
use, annual water accounting, and implementing pumping fees. Mechanisms for enforcement would be outlined in the
demand reduction program and are expected to be enforced by the MSGSA and/or member agencies.

Estimated Costs and Plans to Meet Costs: Development and initiation of a demand reduction program is expected to
cost about $500,000 to conduct the analysis, adopt policies and procedures, establish monitoring and reporting tools,
and conduct outreach. This estimate does not include the potential cost to install and maintain meters or other plausible
methods to collect necessary groundwater use data. Costs to implement the program would depend on the level of
enforcement required to achieve demand reduction and the level of outreach required annually to remind users of their
potential allocation for a given year. Annual management of the program is estimated to cost about $200,000 per year.




BOARD ACTION ITEM

TO: MEMBERS OF MERCED SUBBASIN GSA GOVERNING BOARD
FROM: MARK HENDRICKSON, SECRETARY
DATE: JUNE 5, 2019

SUBJECT: FISCAL YEAR 2019-2020 BUDGET

SUMMARY:
The Merced Subbasin GSA Joint Powers Authority Agreement requires the Governing Board
approve a new operating budget at the beginning of each fiscal year.

The proposed budget for fiscal year 2019-2020 will fund the anticipated GSA administrative
expenses, including staffing, legal counsel, engineering expenses, and office expenses.
Currently, the GSA does not have an agreement with the County of Merced regarding
reimbursement of staff time, however a memorandum of understanding between the GSA and
Merced County for administrative services is anticipated.

A significant portion of the Groundwater Sustainability Plan (GSP) development expenses that
were anticipated in FY2018-2019 have not been expended. Merced Irrigation District, which
administers the GSP consultant contract has only invoiced the Merced Subbasin GSA $82,149 of
the $470,000 anticipated in the FY18-19 budget. The GSP development expenses have been
carried over from the FY18-19 budget to the FY 19-20 budget. Additional budgeted expenses
for the GSP include monitoring and implementation which will start after GSP submission in
January 2020.

Technical services include funding to complete the Proposition 218 proceeding, hydrology and
modeling updates to start updating the Merced Water Resources Model, annual report, five year
update preparation and meeting administration, and project development.

The proposed budget anticipates a Proposition 218 landowner fee in order to fund the required
revenue in the budget. Should the Proposition 218 landowner fee not be approved, the budget
would need to be funded though member agency contributions.

REQUEST/RECOMMENDATION/ACTION NEEDED:
Approve the Fiscal Year 2019-2020 proposed budget.



Merced Subbasin GSA

Proposed FY 2019-2020 Budget

Proposed
OPERATING EXPENSES 2019/20
Legal Services
General $100,000
218 Election SO
Total Legal Services $100,000
Technical Services
218 Election $75,000
Hydrology/Modeling Update 25,000
GSP Administration and Management 50,000
Project Development $50,000
Total Engineering Services $200,000
Miscellaneous Expenses
Administrative Services $65,000
Audits 0
Office Expense 8,000
General Liability Insurance 2,500
Memberships 2,000
Website Development , Maintenance 5,000
Legal Notices 1,000
Public Outreach 15,000
Grant Writing 20,000
Contingency/Reserve 10-15% 35,000
Total Miscellaneous Expenses $153,500
TOTAL OPERATING EXPENSES $453,500
GROUNDWATER SUSTAINABILITY PLAN EXPENSES
GSP Development/Update Development 388,000
Evaluate background data, identifying options S0
Technical consultants and meetings with 0
landowners and neighboring entities
Review and opine on GSP options 0
GSP implementation and monitoring 50,000
TOTAL GROUNDWATER SUSTAINABILITY PLAN $438,000
TOTAL GSA EXPENSES $891,500
REVENUE
Carry Over from FY18-19 498,633
Prop. 218 Landowner Fee 392,867
TOTAL GSA REVENUE $891,500.00



BOARD ACTION ITEM

TO: MEMBERS OF MERCED SUBBASIN GSA GOVERNING BOARD
FROM: MARK HENDRICKSON, SECRETARY
DATE: JUNE 5, 2019

SUBJECT: PROPOSITION 218 FEE STUDY

SUMMARY::

In March 2019, the Merced Subbasin GSA Governing Board approved a recommendation from
the GSA Board member work group for the Proposition 218 proposed landowner fee and
approved moving forward with two public workshops on the landowner fee, in addition to the
development of the fee study by Provost and Pritchard Engineering Group.

Public workshops were held on April 17, 2019 in Planada and April 24, 2019 in Atwater. Each
landowner in the Merced Subbasin GSA that could be subject to the proposed Proposition 218
fee was mailed a public workshop notification.

Provost and Pritchard has completed a Fee Study intended to comply with Proposition 218
procedures for establishing Groundwater Sustainability Plan charges. The Fee Study provides
information on the Merced Subbasin GSA, the agency’s financial information, proposed fees and
budgeting. The proposed maximum fees described in the Fee Study are $0.50 for all acres
subject to the fee, with a $3 minimum, and an additional maximum premium of $3.50 an acre for
irrigated acres, which includes the land use categories, as identified by the Merced County
Assessor’s Office, of farming, trees and vines, dairy, poultry, and refuges. The additional
premium is due to the more intensive water use by these land use categories. The maximum
annual budget that the GSA can collect each year is $750,000. Each annual fee will be
determined by the GSA during the budget approval process. Parcels less than two acres and
parcels owned by the Federal Government are exempt from the proposed charge.

Member agencies of the GSA have confirmed their level of participation in the Proposition 218
proceeding. Merced County, Merquin County Water District, Stevinson Water District, and
Plainsburg Irrigation District will fully participate in the Proposition 218 proceeding and the
GSA will impose the fee on their landowners directly. Sandy Mush Mutual Water Company and
Lone Tree Mutual Water Company will participate in the Proposition 218 proceeding, but have
notified the GSA that they will collect from their landowners and pay the GSA directly for FY
2019-2020, and will annually notify the GSA of direct payment. Le Grand-Athlone Water
District has opted out of the Proposition 218 proceeding, the GSA will bill Le Grand-Athlone
Water District for the sum of their landowner fees.

The next step in the Proposition 218 proceeding is for the GSA to approve the Fee Study and set
a public hearing that will be noticed publically no less than 45 days in advance. The public
hearing will provide the landowners subject to the proposed fee the opportunity to protest the fee.
If more than 50% of landowners submit written protests prior to the public hearing the GSA
Board may not impose the fee.



REQUEST/RECOMMENDATION/ACTION NEEDED:
1) Approve and accept the Fee Study;

2) Set a public hearing on the proposed fees;
3) Authorize a Proposition 218 effort to mail (i) notices to landowners subject to the fee
informing them of the proposed fees (ii) instructions for protest.
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NOTICE OF PUBLIC HEARING ON PROPOSED PROPERTY-RELATED FEE!

Notice is hereby given that the Governing Board of the Merced Subbasin Groundwater Sustainability Agency
(“MSGSA”) will conduct a public hearing on Tuesday, July 23, 2019 at 2:00 p.m. at the Merced County
Administration Building, Board Room, 2222 M Street, Merced, CA 95340 to consider the adoption of a per-acre
charge based on land use. The proposed range of charges is the result of a detailed budget analysis and an
independent professional Fee Study Report prepared to determine the appropriateness of the charge amounts. The
proposed charge impacts parcel owners within MSGSA.

The net impact of the proposed charge on parcel owners will vary based upon the size (total acreage) of the parcel(s),
and the parcel’s land use designation.

WHY AM | RECEIVING THIS NOTICE?
You are receiving this notice because you are the owner of record of one or more parcels of property located within
the boundaries of MSGSA.

BACKGROUND

In September 2014, Governor Brown signed historic groundwater legislation requiring California’s medium- and
high-priority groundwater basins be sustainably managed by local agencies called Groundwater Sustainability
Agencies (“GSAs”). This legislation, known as the Sustainable Groundwater Management Act (“SGMA”),
imposes upon local agencies (like cities, counties, and water districts) the obligation to sustainably manage
groundwater resources. Sustainability is achieved through the development and implementation of Groundwater
Sustainability Plans (“GSPs”). MSGSA is required to prepare and adopt a GSP by January 31, 2020. Developing
and implementing a GSP will be a significant and costly undertaking over the next several years.

To fund its activities and the development of an adequate GSP, MSGSA is proposing a property-related per-acre
water service charge on all parcel owners within the MSGSA service area. The proposed fee will be considered at
a public hearing on Tuesday, July 23, 2019 at 2:00 p.m. If approved, the charges will commence September 2019.
You are receiving this notification consistent with the California Constitution, Article X111 D, Section 6 (Proposition
218) requirements that all impacted parcel owners are mailed notice of proposed rate changes at least forty-five (45)
days prior to a public hearing.

BASIS OF PROPOSED RATES

MSGSA is authorized by state law to collect revenues sufficient to cover the costs of operating the GSA, developing
a GSP, and funding the activities necessary to develop and implement the GSP, including a prudent reserve. These
revenues allow MSGSA to develop a GSP satisfying the requirements of SGMA and ensuring sustainability of the
Merced Subbasin. Costs that must be recovered through rate revenue include GSA administration, professional
services, and monitoring of the groundwater conditions in MSGSA’s portion of the Merced Subbasin. Additionally,
revenues would be used to fund the cost of a groundwater sustainability program, including the preparation and
adoption of a GSP, and investigations, inspections, compliance assistance, enforcement, and program
administration. The fees proposed herein were developed through a comprehensive Fee Study Report that is
available for review at MSGSA'’s website at: http://www.countyofmerced.com/mercedsubbasinGSA. By state law,
MSGSA may not collect more revenue than is necessary to recover the costs of providing these services.

! Una copia de este aviso traducido al espafiol esta disponible para ver en el sitio web de GSA en
http://www.countyofmerced.com/mercedsubbasinGSA
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PROPOSED PER-ACRE CHARGE
The proposed fee would use a sliding scale, where all land use categories pay a minimum amount, and irrigated
agriculture land use categories pay an additional amount in a fixed ratio of 1:7.

All landowners within the MSGSA will pay a minimum per acre charge representing the benefit all lands receive
from being in the GSA and covered by the GSP. Irrigated Agriculture land use categories will pay and additional
amount in a 1:7 ratio, representing the larger impact irrigated agriculture has on the aquifer. In years when the
MSGSA does not collect the maximum budget amount of $750,000 annually, the minimum amount for all
landowners will slide down to keep the largest percentage of the funding burden on irrigated agriculture, as shown
in the table below:

Total Budget

All Parcels Fee ($/Ac)

Irrigated Agriculture
Premium ($/Ac)

Total Irrigated
Agriculture Fee ($/Ac)

$750,000

$0.50

$3.50

$4.00

$460,000

$0.31

$2.17

$2.48

The maximum charge will not exceed $0.50/Ac for all parcels, and $4.00/Ac for irrigated agriculture parcels.

DATA AVAILABILITY
The data supporting the fee is
website: http://www.countyofmerced.com/mercedsubbasinGSA.

publicly available at MSGSA'’s

NOTICE

In addition to this mailed Notice, notice of the public hearing on the proposed charge has also been provided by
publication and by posting on MSGSA'’s internet website, http://www.countyofmerced.com/mercedsubbasinGSA,
pursuant to Government Code section 6066 and Water Code section 10730.

PUBLIC NOTICE AND MAJORITY PROTEST

MSGSA has elected to submit the proposed fees to Proposition 218 protest voting procedures. Any property owner
of record subject to the proposed charges may submit a written protest against the proposed fees. If a majority of
the impacted property owners submit protests, MSGSA will not adopt the fees as proposed. Absent a majority
protest, the fees may be implemented once adopted by the MSGSA Board at the public hearing.

A written protest must: 1) identify the property owner and state that the property owner opposes the proposed fees;
2) provide the location of the identified parcel (by assessor’s parcel number or street address); and 3) include the
name and signature of the property owner submitting the protest.

Written protests must be received prior to the commencement of MSGSA'’s public hearing on July 23, 2019
(i.e., before 2:00 p.m.) to be counted. Written protests may be submitted by mail to 2222 M Street, Merced,
California, 95340; or in person in writing at the public hearing. Any protest submitted via e-mail, fax, or other
electronic means will not be accepted.

The MSGSA Board will hear and consider all written and oral protests to the proposed charges at the Public Hearing.
Oral comments at the public hearing will not qualify as formal protests unless accompanied by a written
protest meeting the above criteria. Upon conclusion of the public hearing, the Board will consider adoption of
the proposed charges. If written protests against the proposed rates and charges as outlined above are not presented
by a majority of property owners of the identified parcels upon which the fees are proposed to be imposed, MSGSA
may proceed to adopt and impose the charges at the public hearing.



http://www.countyofmerced.com/mercedsubbasinGSA
http://www.countyofmerced.com/mercedsubbasinGSA

The complete draft of the Fee Study for the Merced Subbasin Groundwater Sustainability
Agency Intended to Comply with the Proposition 218 Procedures for Establishing Groundwater
Sustainability Plan Charges is available online at:

https://www.co.merced.ca.us/DocumentCenter/View/21444/Prop-218-Fee-Study-v5-FINAL-DRAFT-
with-appendix-053119°?bidld=



https://www.co.merced.ca.us/DocumentCenter/View/21444/Prop-218-Fee-Study-v5-FINAL-DRAFT-with-appendix-053119?bidId=
https://www.co.merced.ca.us/DocumentCenter/View/21444/Prop-218-Fee-Study-v5-FINAL-DRAFT-with-appendix-053119?bidId=
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