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Glossary:

AF – Acre Foot

AFY – Acre Feet per Year

CIP – Capital Improvement Program

COS – Cost of Service

CVP – Central Valley Project

CVPIA Restoration Fund – Cost of water purchased from CVP that goes to the Restoration fund as part of
the Central Valley Project Improvement Act

CVP Construction Debt – Non-bond funded debt that the District is responsible for repaying to the
Bureau of Reclamation

CVP Settlement Water – Water the District receives from the CVP that is not subject to CVP allocation
percentages

CY – Calendar Year

DMC – Delta Mendota Canal

DMC Cost of Service Rate – Rate per acre foot to purchase CVP water and move it through DMC to the
District

DPWD – Del Puerto Water District

EXCESS WATER CHARGE – Charge for water delivered to parcels in excess of yearly entitlement.
Current rate set at $30 / AF.

FIXED CHARGE – Charges assessed on acreage basis, also referred to as standby or acreage charges in
this case

IN-DISTRICT WHEELING – Conveyance of water from one section of PID service area to another using
PID infrastructure

SLR – San Luis Reservoir

TRANSFER – Sale of the District’s allocated or settlement water to other districts

VOP – Villages of Patterson

WHEELING – Using an Agency’s conveyance system to transfer water from one point to another
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1. Executive Summary
1.1. Background of the Study
In 2017, Patterson Irrigation District (District) engaged Raftelis Financial Consultants (Raftelis) to
conduct a Water Rate Study (Study). The Study included the development of a five-year Financial Plan, a
Cost of Service (COS) analysis to determine the costs to the District to provide irrigation water to its
customers, and the development of a proposed water rate to cover the District’s operating and capital
costs.1 This report provides a detailed explanation of the rate setting process, and serves as the
administrative record of the District’s proposed changes to its water rate structure and rates.

This executive summary describes the rate study process, methodology, and recommendations for the
District water rate structure and water rates. The District serves approximately 300 agriculture customers
with irrigation water. It strives to provide dependable water service to its agriculture customers while
maintaining affordability, and adequate levels of investment in infrastructure. The District’s current water
rates do not cover District costs and, thus it is reliant on revenue from water sales to outside customers to
meet its costs. This additional revenue is highly volatile. This Study assists the District in developing a
water rate that fully recovers the District’s operating costs regardless of hydrological conditions and
revenue from outside-District water transfers.

1.2. Objectives of the Study
The major objectives of the study include the following:» Develop a five-year Financial Plan for the District’s water utility to ensure financial sufficiency,

recover operation and maintenance (O&M) costs, ensure sufficient funding for capital projects,
and improve the financial health of the District» Perform a Cost of Service (COS) analysis which calculates the cost to deliver water» Develop a water rate that recovers the cost to provide service

1.3. Study Process and Methodology
Raftelis first developed a Financial Plan for the District, which established the total revenue needed to
meet capital investment, operational expenses, and non-operational expenses during the five-year Study
Period (from 2018-through 2023). After developing the Financial Plan, Raftelis performed a Cost of
Service analysis to determine water rates that would cover the District’s operating costs, based on the
Financial Plan.

Raftelis follows industry standard rate setting methodologies set forth by the AWWA M1 Manual to
ensure this Study meets Proposition 218 requirements and creates rates that do not exceed the

1 As used in this report, references to “Cost of Service” and “operating costs” may include both operating and capital
costs. A Cost of Service analysis usually also includes an analysis of the costs to provide service to different types of
customers, or customer classes.  In this situation, the District only serves one class of customers, agricultural customers.



2

proportionate cost of providing water services on a parcel basis.2 Cost of Service principles are described
in detail in Sections 4 and 5 of this report on pages 18.

Throughout the report many tables are rounded and may not add exactly due to hidden decimals.

1.4. Results and Recommendations
1.4.1.Proposed Water Rate
The District is interested in raising its per acre foot (AF) water rate so that its operating water rates
recover its operating costs. After doing a Cost of Service analysis for the District and reviewing the
District’s operating costs and revenues, Raftelis suggests an initial maximum per AF rate of $76.71.

2 See also Appendix B which explains the District’s particular situation which pre-dates passage of Proposition 218 and
which has certain provisions, especially with regards to its acreage assessments, which are “grandfathered in.”
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2. District Overview
This section briefly describes the District’s water system and ratepayer base.

2.1. Water System Background
The District provides irrigation water to roughly 300 agriculture customers on more than 12,000 acres in
the vicinity of Patterson, California. The District provides on average just under 30,400 acre feet (AF) of
water a year to these customers. The District charges $60 per acre of land served by the District as an
annual acreage assessment, sometimes referred to by the District as a “Standby Charge”3. In the past this
acreage assessment has included some amount of water, between one and two acre feet per year (AFY),
and the District has the option to provide some or no water along with the acreage assessment. In addition
to the acreage assessment, the District currently charges $30 per AF of water delivered to its customers,
beyond any entitlement of water accompanying the Standby Charge.

The District obtains water it delivers to its customers from its pre-1914 water rights to San Joaquin River
water, from which the District can withdraw up to 195 cubic feet per second. The District is also a
contractor in the Central Valley Project (CVP) with a contract amount of 16,500 AF and receives an
annual allocation of water from the US Bureau of Reclamation that it uses to supplement its pre-1914
supply, and, in times of surplus, can either store in the San Luis Reservoir or market to nearby irrigation
districts via transfers. The District’s CVP allocation is dependent upon many environmental factors,
however on average, since 1990, PID has been allocated approximately 35% of this contract total per
year. Additionally, the District receives an annual settlement from the CVP of 6,000 AFY that it also uses
to supplement its pre-1914 supply, or transfer. This settlement water was generated due to the impacts to
the District from the construction of Friant Dam and the water has only seen a reduction in two years,
otherwise, the water comes at no cost to the District for usage. In addition, the CVP allows the
introduction of non-CVP (aka Non-Project) water into its system as long as the CVP has the capacity to
allow the introduction of the water. This water is allowed pursuant to a Warren Act contract, and is
subject to capacity limitations and is conveyed and stored in CVP facilities at the risk of the District. The
District can choose to store some (or all) of its pre-1914 water in the San Luis Reservoir (SLR) per the
Warren Act. In addition, CVP contract water can be carried over and stored in SLR if capacity allows.

2.2. Number of Parcels, Acres and AF Served
The District assesses a per-parcel assessment on parcels under two acres in size. On parcels larger than
two acres the District imposes a per-acre assessment, or Standby Charge. In addition, the District charges
a per acre-foot (AF) charge for water delivered to parcels in excess of any allotment provided by the
District to accompany the Standby Charge. In past years the District provided its customers with up to
two AF per acre of water for payment of the Standby Charge. Legally, however, the District does not have
to provide water with the Standby Charge4, and therefore this analysis assumes no per acre entitlement in
future years.

3 “Standby Charges” as used in this report refers to such charges authorized to be imposed by Irrigation Districts by
Water Code Section 22280, which Proposition 218 requires be classified as assessments (California Constitution Section
6(b)(4)).
4 As per the District’s legal counsel. Raftelis does not provide legal advice.
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Table 1 shows the estimated number of parcels under two acres, the total acreage served in parcels above
two acres, and the projected water delivered to these parcels in calendar year 2019 (CY 2019), as well as
the charges associated with these services. The projected deliveries in 2019 are based on a provided
average of the District’s recent deliveries.

Table 1: In-District Parcels and Water Deliveries (2019 Estimate)

Type of Charge
Number of Parcels/ Acres/

Acre Feet
Charge per Unit

(Parcel/Acre/AF)
Parcels one acre and under 35 Parcels $12 per parcel

Parcels over one acre and less than two acres 49 Parcels $15 per parcel

Parcels over two acres 12,660 Acres $60 per acre

Water delivered to parcels over two acres 30,384 Acre Feet $30 per acre foot

The District sells water surplus to the needs of its landowners to customers located outside of the District,
and charges for water wheeling (conveyance of water) to both In-District customers and other agencies,
like the Friant Water Authority. Table 2 shows the estimated amount of surplus water sold “Outside of
District” customers and the amount of water wheeled5 to Friant Water Authority and to In-District
customers for water year 2019. The District charges these Outside of District customers on a per AF basis
for water wheeled. Out of District customers pay a different rate depending on which priority area they
are in. Customers in Villages of Patterson (VOP) are in Priority Area 1, and customers in Del Puerto
Water District (DPWD) are in Priority Area 2.

Table 2: Outside District Surplus Water Deliveries and Wheeling (2019 Projected)

Type of Charge Number of Acre Feet Charge per Unit
Out of District Sales (Priority Area 1) 1,600 Acre Feet $50
Out of District Sales (Priority Area 2) 400 Acre Feet $100
In-District Water Wheeled 100 Acre Feet $25
Water Wheeled for Friant Water Authority 5,000 Acre Feet $100

2.3. Account and Water Use Growth Assumptions
The revenue calculated for each calendar year throughout the Financial Plan Study Period (2019 to 2023,
each year listed in this Study is the Calendar Year) is a function of the number of accounts, account
growth, acres served, water use, rates and non-rate revenue. Based on discussions with the District,
Raftelis assumed no change in demand going forward.

5 Wheeling is the practice of using another agency’s conveyance system to move water from one point to another. The
other agency can charge for this service.
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3. Financial Plan
This section describes the five-year Financial Plan over the 2019 to 2023 Study Period. The Financial
Plan is used to compare current rate revenues to projected expenses. District revenues will cover operating
expenses and projected non-operating revenues will cover District non-operating expenses.6

To develop the Financial Plan, Raftelis projected annual expenses and revenues, modeled reserve
balances and accounted for planned capital expenditures. Expenses and assumptions related to capital
improvements are included. This report section discusses projected revenue, O&M expenses, debt service,
the Capital Improvement Plan (CIP), reserve funding under existing rates, and the revenue adjustments
needed to ensure fiscal sustainability. The Financial Plan starts with current account data and water use as
well as current rates to determine if the current rates are adequately meeting the revenue requirement.

3.1. Inflationary Assumptions
To ensure that future costs are reasonably projected, Raftelis worked with the District to generate
assumptions regarding inflationary factors. The District provided its most recent 2018 budget. The
inflationary factors shown in Table 3 were applied to 2018 budgeted costs for each cost category to
project annual expenses in 2019 through 2023. The San Francisco area Consumer Price Index has been
roughly 3 percent per year in recent years, so this factor was used for most escalation factors except for
Benefits and Bureau of Reclamation Water Costs. Benefits and Bureau of Reclamation Water Cost
escalation estimates were provided by the District.

Table 3: Inflationary Assumptions

Escalation Factors
Annual Inflation

(2019 - 2023)

General 3.0%

Salary 3.0%

Benefits 8.0%

Utilities 3.0%

Chemicals 3.0%

Bureau of Reclamation Water Cost 1.0%

State Water Cost 0.0%

No Inflation 0.0%

3.2. Current Water Rate Revenue
The District’s existing rate structure consists of two different types of charges: 1) an annual acreage
charge assessed based on the amount of area owned; and 2) a variable Volumetric Charge that is charged
per unit of water delivered to the customer.

6 Non-operating expenses are mostly the cost of water acquisition for water transfers.
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3.2.1. Acreage Assessment Revenue
The District collects an annual acreage assessment (Standby Charge) from its customers based on parcel
size. Parcels larger than two acres pay a fixed assessment of $60 per acre per year while those smaller
than two acres but larger than one acre pay $15 per parcel per year and those under one acre pay $12 per
parcel per year. These current rates were used to project revenues in 2019 through 2023. Standby Charges
are shown in Table 4 below. The District intends to keep these charges unchanged going forward,
consistent with Proposition 218. In past years the District has offered a per acre entitlement of water (up
to two acre feet per acre) with the Standby Charge, although the entitlement was one acre foot per acre in
2018, and anticipated to be reduced entirely to zero acre feet per acre starting in CY 2019. In future years
the District may resume this entitlement program based on water availability and non-operating revenues.
The Board can choose to increase or decrease the allocation at its own discretion.

Table 4: Current Annual (2018) Acreage Assessments

Parcel Size Charge

Parcels over two acres (per acre) $60

Parcels one acre and under (per parcel) $12

Parcels over one acre and less than two acres (per parcel) $15

To determine annual revenues from the acreage assessments, Raftelis held the number of acres and
parcels served in 2018 constant for future years. For the purposes of this comparison, costs and revenue
are also shown in constant (non-inflated) dollars.

Table 5: Number Parcels and Acres Charged 2018 Through 2023
Parcel Size 2018 2019 2020 2021 2022 2023
Acres in parcels over two acres 12,660 12,660 12,660 12,660 12,660 12,660
Parcels one acre and under 35 35 35 35 35 35
Parcels over one acre and less than two acres 49 49 49 49 49 49

Revenue from these charges can be calculated as follows, using the charges per acre for parcels over two
acres as an example:

Revenue from Standby Charges are assumed to remain constant through 2023. The result of these
calculations and the sum of all fixed revenue through 2023 are shown in Table 6.

Table 6: Parcel and Acreage Revenue Projections 2018 Through 2023
Parcel Size 2018 2019 2020 2021 2022 2023
Acres in parcels over two
acres $759,600 $759,600 $759,600 $759,600 $759,600 $759,600
Parcels one acre and under $420 $420 $420 $420 $420 $420
Parcels over one acre and
less than two acres $735 $735 $735 $735 $735 $735
Total $760,755 $760,755 $760,755 $760,755 $760,755 $760,755
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3.2.2.Per Acre Foot Revenue
In addition to Standby Charge revenue, the District also collects revenue based on water use. The
District’s current Volumetric Charge rate structure has a uniform volumetric charge; it charges $30 per
acre foot (AF) of water beyond any per acre entitlement. In 2018 the District had granted one AF per acre
with payment of the Standby Charge, but this report will presume that no water will accompany payment
of the Standby Charge in 2019 and beyond. Average recent use provided by the District was used to
project future water use with no growth, thus all use beyond 2018 is set to 30,384 AF annually. Table 7
shows water use and revenue through 2023, based on average recent use and the projection of no growth.

Table 7: In District Deliveries and Revenue 2018 Through 2023
2018 2019 2020 2021 2022 2023

Water to Parcels over 2
Acres

17,340 AF 30,384 AF 30,384 AF 30,384 AF 30,384 AF 30,384 AF

Revenue from Charge
($30/AF)

$520,200 $911,520 $911,520 $911,520 $911,520 $911,520

The District also sells surplus water to customers outside the District’s Service Area. These customers pay
a premium relative to in-District customers and pay a differentiated rate based on the priority area the
customer is located in. For 2018, customers in Priority Area 1 in Villages of Patterson (VOP) currently
pay $50 per AF while customers in Priority Area 2 in Del Puerto Water District (DPWD) pay $100 per
AF. The District has a high degree of flexibility to change rates for these customers based on demand and
hydrological conditions. Projected revenues from these charges through 2023 are shown in Table 8.

Table 8: Out of District Deliveries and Revenue 2018 Through 2023
2018 2019 2020 2021 2022 2023

Out of District Water Rate
($/AF) (Priority Area 1
VOP) $50.00 $50.00 $50.00 $50.00 $50.00 $50.00
Out of District Water Rate
($/AF) (Priority Area 2
DPWD) $100.00 $100.00 $100.00 $100.00 $100.00 $100.00
Out of District Sales
(Priority Area 1 VOP) 1,600 AF 1,600 AF 1,600 AF 1,600 AF 1,600 AF 1,600 AF
Out of District Sales
(Priority Area 2 DPWD) 400 AF 400 AF 400 AF 400 AF 400 AF 400 AF
Revenue from Charge $120,000 $120,000 $120,000 $120,000 $120,000 $120,000

Under certain circumstances the District allows growers to wheel (transport) water through District
facilities each year and charges a per AF wheeling fee of $25. Projected wheeling amounts and revenues
derived from these charges are shown through 2023 in Table 9. This differs from the Outside-District
Wheeling charges in that this water is wheeled for customers inside the District.

Table 9: In-District Wheeling Amount and Revenue 2018 Through 2023
2018 2019 2020 2021 2022 2023

In-District ($/AF) $25 $25 $25 $25 $25 $25
In-District (AF/Year) 100 AF 100 AF 100 AF 100 AF 100 AF 100 AF
Total In-District Wheeling $2,500 $2,500 $2,500 $2,500 $2,500 $2,500
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3.2.3.Non-Operating Revenue
The District has several significant non-operating revenue sources. These revenues are derived from sales
of any of the CVP contract water or settlement water that is deemed temporarily surplus to the District’s
needs to other Districts. Any such annual sales to other Districts are made at a rate determined generally
by water availability. The District also can store water in the San Luis Reservoir for future use or sale.

The District’s total CVP contractual entitlement is 16,500 AF per year subject to its allocation
percentage.7 Raftelis used a figure slightly lower than average historical water allocations to estimate
allocation in future years. The District’s average CVP allocation is roughly 40%, Raftelis used 35%, or
5,775 AF, of water availability to estimate future water allocations to be conservative in future estimates.

In addition to its CVP allocation, the District receives settlement water from the CVP, generally 6,000
acre feet per year, at no cost. However, in modeling future years Raftelis was directed by District staff to
use 90% of its settlement, or 5,400 AF to be more conservative with projecting non-operating revenues. In
2018 and 2019 the District has prior obligations to deliver some of its Settlement water; beginning in
2020, however, the full settlement amount will be available to the District for use or sale.

The model estimates the selling price for any future CVP project and settlement water sales based on
hydrological conditions, with drier hydrological conditions corresponding to both a lower allocation and a
higher price of water. Raftelis used the year’s CVP allocation as a proxy for hydrological conditions,
therefore the model is showing projections under a slightly drier than average scenario.

The District has carefully conserved water over the years and been able to sell temporarily surplus CVP
project and settlement water to other growers or districts, which has allowed the District to fund a
substantial portion of its operating costs and all of its capital costs. The District uses the revenue from
selling any temporarily surplus CVP project and settlement water to fund Capital Improvement Projects
(CIP), and, in years with high amounts of transfer revenue, to offset operating costs and potentially
increase the per acre water allocation to its growers. In 2018 the District’s CVP allocation was 50%.
Table 10 shows the projected revenue generated from selling the District’s CVP allocation through 2023
assuming a 35% allocation in all future years.

Table 10: Projected Revenue from Water Transfers 2018 Through 2023
Revenue Source 2018 2019 2020 2021 2022 2023
CVP Allocation Available for
Sale 6,600 AF 5,775 AF 5,775 AF 5,775 AF 5,775 AF 5,775 AF
CVP Settlement Water 0 AF 2,800 AF 5,400 AF 5,400 AF 5,400 AF 5,400 AF
Available Water for Transfer 6,600 AF 8,575 AF 11,175 AF 11,175 AF 11,175 AF 11,175 AF

Estimated Market Rate ($/AF) $313.00 $370.00 $370.00 $370.00 $370.00 $370.00
Water Transfer Revenue $2,065,800 $3,172,750 $4,134,750 $4,134,750 $4,134,750 $4,134,750

Additionally, the District wheels a certain amount of water for agencies that have purchased water that
can be introduced into the San Joaquin River and moved through PID’s facilities and ultimately
discharged into the Delta-Mendota Canal (DMC). In 2018, PID wheeled water for the United States
Bureau of Reclamation and the Friant Water Authority. For projection purposes, it was projected that the

7 For example: if the District received a 50% allocation, in a given year it would receive 8,250 AF in that year.
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District would wheel roughly 5,000 AF per year at a cost of $100 per acre foot. Table 11shows wheeling
revenue through 2023.

Table 11: Projected Revenue from Out of District Wheeling 2018 Through 2023
Revenue Source 2018 2019 2020 2021 2022 2023
Potential Partner ($/AF) $100 $100 $100 $100 $100 $100
Potential Partner (AF/Year) 3,816 AF 5,000 AF 5,000 AF 5,000 AF 5,000 AF 5,000 AF
Total Out of District
Wheeling $381,600 $500,000 $500,000 $500,000 $500,000 $500,000

The District has several other sources of non-operating revenue. Total non-operating revenue is shown
(along with the sources of revenue enumerated in Table 10 and Table 11) in Table 12. Interest revenue is
calculated separately and not included in Table 12.

Table 12: Projected Non-Operating Revenue 2018 Through 2023

Line 2018 2019 2020 2021 2022 2023
1 Penalty Charges $10,000 $10,000 $10,000 $10,000 $10,000 $10,000
2 Outside Labor $10,000 $10,000 $10,000 $10,000 $10,000 $10,000
3 Outside Equipment $5,000 $5,000 $5,000 $5,000 $5,000 $5,000
4 Outside Materials $2,500 $2,500 $2,500 $2,500 $2,500 $2,500
5 Outside Wheeling $381,600 $500,000 $500,000 $500,000 $500,000 $500,000
6 Water Transfers $2,065,800 $3,172,750 $4,134,750 $4,134,750 $4,134,750 $4,134,750
7 Drainage Fees $63,314 $63,314 $63,314 $63,314 $63,314 $63,314
8 Lien Releases $600 $600 $600 $600 $600 $600
9 Miscellaneous $5,000 $5,000 $5,000 $5,000 $5,000 $5,000
10 Refunds $20,000 $20,000 $20,000 $20,000 $20,000 $20,000
11 Sale of Assets $1,000 $0 $0 $0 $0 $0
12 Rental Property Income $6,000 $6,000 $6,000 $6,000 $6,000 $6,000

13
Total Non-Operating
Revenue $2,570,814 $3,795,164 $4,757,164 $4,757,164 $4,757,164 $4,757,164

3.3. Water Utility Expenses
The District’s utility expenses include Operating and Maintenance (O&M) expenses, capital expenses,
and non-operating expenses. The District currently has no bond obligations and has no plans to issue debt
in the near term, Section 3.3 provides details for each of these expenses.

3.3.1.Total O&M Budget
Operating Costs
The District obtains the majority of the water it serves its In-District area customers from its pre-1914
water rights on the San Joaquin River. The District incurs costs associated with obtaining any CVP water
transferred, but the costs involved in procuring water for transfer are considered to be non-operating costs
since the District will not pay for surplus water unless it can sell it to offset operating costs. Supply costs
are not a significant component of the District’s operating budget.

The District provided Raftelis with its budget for 2018. Raftelis used the escalation percentages shown in
Table 3 to project expenses in 2019 through 2023. (Detailed O&M projections on a line item basis are
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shown in Appendix A.) A Summary of the District’s projected O&M budget is shown by calendar year in
Table 13. The total O&M budget was approximately $3.1 million for 2018 and is projected to increase to
approximately $3.8 million by 2023. (See Appendix A for detailed O&M budget assumptions.)

Table 13: Projected O&M Expenses Through 2023

O&M Summary 2018 2019 2020 2021 2022 2023
Total Pumping Expenses
(Pumping Plant O&M) $819,000 $843,570 $868,877 $894,943 $921,792 $949,445
Total General Labor, Supplies
and Expenses $730,500 $752,415 $774,987 $798,237 $822,184 $846,850
Total Structure and Plant
Maintenance Expenses (Non-
Depreciable O&M) $204,500 $210,635 $216,954 $223,463 $230,167 $237,072
Total Water Purchase Expenses
for PID $124,315 $127,758 $131,302 $134,949 $138,702 $142,565
Total Administrative Expenses $758,070 $781,812 $806,346 $831,703 $857,914 $885,012
Total Insurance Expenses $420,000 $453,600 $489,888 $529,079 $571,405 $617,118
Total Payroll and Tax Expenses $66,250 $68,838 $71,551 $74,397 $77,385 $80,523
Total O&M $3,122,635 $3,238,628 $3,359,906 $3,486,771 $3,619,549 $3,758,585

3.3.2.Capital Expenses

District Staff informed Raftelis that it anticipates spending roughly $500,000 per year on its Capital
Improvement Program (CIP) when it can fund it via transfer revenues. When transfer revenues are
insufficient to fund the CIP, the District will not execute capital improvement projects. However, this
amount may increase over time, depending upon the needs of the District.

3.3.3.Existing and Proposed Debt Service

The District currently has no outstanding debt and it does not anticipate issuing debt in the near term.

3.3.4.Non-Operating Expenses

The District has several non-operating expenses. In a typical year, the bulk of these expenses stem from
purchasing CVP water or paying the Delta-Mendota Canal (DMC) Cost of Service rate. The DMC Cost of
Service rate is the rate per acre foot to purchase CVP water and transfer it along the DMC. Many of these
non-operating expenses are assessed on a per AF basis.

Table 14 shows current and projected per AF costs associated with CVP purchases and water transfers.
Line 1 refers to the per acre foot cost of CVP Settlement Water. This water generally is received at no
cost to the District. Line 2 refers to the cost of using the Delta-Mendota Canal (DMC; or Canal) to
transfer rescheduled District water to other districts along the Canal. This cost is projected in 2018 and
2019 only. PID will pay the assessments involved in the transfer. Lines 3 through 6 sum up to the cost of
purchasing CVP water and moving it along the DMC for transfer. Line 7 is the cost to the District
associated with transferring water. The difference between the cost to the District and the market rate
(projected market rate is shown in Table 8) is the amount of revenue the District nets per acre foot
transferred. These costs were escalated by the Bureau of Reclamation escalation factor.
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Table 14: Projected Non-Operating Water Unit Costs (Per AF) 2018 Through 2023

Line 2018 2019 2020 2021 2022 2023
1 CVP Settlement Water Rate $0 $0 $0 $0 $0 $0
2 DMC Rescheduled PID Use for Transfer $9.00 $9.09 $9.18 $9.27 $9.37 $9.46
3 DMC Cost of Service $88.83 $89.72 $90.62 $91.52 $92.44 $93.36
4 DMC (CVPIA Restoration Fund Rate) $10.47 $10.57 $10.68 $10.79 $10.90 $11.00
5 DMC (Trinity PUD Assessment) $0.30 $0.30 $0.31 $0.31 $0.31 $0.32

6
Additional Cost to transfer south of DMC
Check 13 $11.36 $11.47 $11.59 $11.70 $11.82 $11.94

7 Subtotal Cost per AF (Lines 3-6 Only) $110.96 $112.07 $113.19 $114.32 $115.47 $116.62

Projected water potentially available for transfer if surplus to the District’s needs is shown in Table 15
below. Water in lines 3 and 4 is potential water available for transfer, while water in lines 1 and 2 is
rescheduled previous years CVP allocated water.

Table 15: Projected Non-Operating Water Transfer Availability 2018 Through 2023
Line 2018 2019 2020 2021 2022 2023

1
CVP Settlement Scheduled for
Other Districts8 0 AF 3,215 AF 0 AF 0 AF 0 AF 0 AF

2 DMC (Rescheduled PID Use) 1,360 AF 1,360 AF 0 AF 0 AF 0 AF 0 AF

3
CVP Settlement Allocation
Available for Sale 0 AF 2,800 AF 5,400 AF 5,400 AF 5,400 AF 5,400 AF

4
CVP Allocation Available for
Sale to Other Districts 6,600 AF 5,775 AF 5,775 AF 5,775 AF 5,775 AF 5,775 AF

Total projected non-operating water costs are shown in Table 16. There is no cost associated with CVP
settlement water so the cost in Line 1 is $0. Line 2 is calculated by multiplying the line 2 in Table 14 by
the line 2 in Table 15. Line 3 is calculated by multiplying the costs in line 3 of Table 14 by the sum of
lines 1 and 4 of Table 15. The remaining costs (in lines 4, 5, and 6) in Table 16 are all calculated by
multiplying the cost per acre foot from Table 14 by the total CVP Allocation available for sale in line 4 of
Table 15.The model assumes that the District will always sell surplus CVP project and settlement water if
it is profitable to do so. The District’s non-operating costs are projected to change after 2023 due to the
District eliminating the DMC Cost of Service Rate through the repayment of its CVP construction debt.

8 The District has an outstanding agreement to transfer some of its CVP Settlement water to another agency in 2019.
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Table 16: Projected Non-Operating Water Costs 2018 Through 2023

Line 2018 2019 2020 2021 2022 2023
1 CVP Settlement Cost $0 $0 $0 $0 $0 $0
2 DMC Rescheduled PID Use $186,470 $188,334 $0 $0 $0 $0
3 DMC Cost of Service Water Cost $586,278 $806,568 $523,304 $528,537 $533,823 $539,161

4 DMC (CVPIA Restoration Fund
Cost) $69,102 $61,069 $61,680 $62,296 $62,919 $63,549

5 DMC (Trinity PUD Assessment) $1,980 $1,750 $1,767 $1,785 $1,803 $1,821

6 Additional Cost to transfer to
Westlands $74,976 $66,260 $66,923 $67,592 $68,268 $68,950

7 Total $918,806 $1,123,981 $653,674 $660,211 $666,813 $673,481

Total non-operating expenses are shown in Table 17. These costs include a Construction Debt that the
District is repaying from 2019 through 2021. These were unpaid construction costs that were allocated to
the District by the CVP. Costs in Line 1 are higher in 2019 than in other years due to the District paying
the cost shown on Line 7 of Table 14 on an additional 3,215 AF of CVP Settlement Water Scheduled for
Other Districts (line 1 of Table 15).

Table 17: Projected Total Non-Operating Costs 2018 Through 2023

Line 2018 2019 2020 2021 2022 2023

1 Water Purchases - CVP
Allocation $918,806 $1,123,981 $653,674 $660,211 $666,813 $673,481

2 Water Purchased - Restoration
Fund $0 $0 $0 $0 $0 $0

3 Drainage $63,056 $64,948 $66,896 $68,903 $70,970 $73,099
4 Maintenance and Repairs $5,000 $5,150 $5,305 $5,464 $5,628 $5,796
5 Utilities $2,400 $2,472 $2,546 $2,623 $2,701 $2,782
6 Other Expenses $7,500 $7,725 $7,957 $8,195 $8,441 $8,695
7 CVP Construction Debt $0 $932,000 $932,000 $932,000 $0 $0

8 Total Non-Operating
Expenses $996,762 $2,136,275 $1,668,378 $1,677,395 $754,553 $763,853

3.4. Financial Policies

3.4.1.Debt Coverage Requirement
The District currently does not have bonded debt obligations.

3.4.2.Reserve Policies
The District recently set a reserve policy. The District’s reserves policies are outlined as follows:

1. Operating Reserve: The Operating Reserve is used primarily to meet ongoing cash flow requirements.
The District set an operating reserve of $650,000 which is roughly equal to a little more than 1/5 of the
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District’s annual operating budget. This operating reserve is maintained at the beginning of each month
from both rate stabilization funds and/or undesignated funds if the District is transferring water.

2. Rate Stabilization Reserve: The Rate Stabilization Reserve is used during periods of short-term revenue
shortages due to economic recession, drought, years with reduced transfer revenue, or other causes to
alleviate the need to quickly implement substantial rate increases. For PID, the Rate Stabilization fund is
intended to be utilized as the tool for subsidization and maintenance for the Districts rates. The current Rate
Stabilization Reserve target level is roughly $1,700,000.

3. Capital Reserve: The Capital Reserve is used to cover any infrastructure repairs and replacements. The
District currently has just over $5,200,000 in its Capital Reserve (as of October 2018).

4. Emergency Reserve: The Emergency Reserve is used as a source of funding in the event of asset failure or
a natural disaster. The District set an emergency target of $3,300,000.

3.5. Status Quo Financial Plan

This section describes the District’s finances and presents the District’s cash flow absent any adjustment
in the current rates (aka “status quo”). Table 18 shows the District’s projected status quo cash flow in
years 2019 through 2023. Note that the District’s operating revenues (shown in line 7 of Table 18 “Total
Operating Revenue”) fall short of meeting its operating expenses (shown in line 15 “O&M Costs”),
meaning the District is heavily dependent on non-operating revenues to fund its operations. In years when
the District does not generate revenue from transfers (shown in line 9, Sales to other Water District), it
will not be able to fund operations.
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Table 18: Projected Status Quo Cashflow Through 2023 With Non-Operating Revenue

Line 2019 2020 2021 2022 2023

1 Fixed Charge Revenue $760,755 $760,755 $760,755 $760,755 $760,755

2 Excess Water Charge $911,520 $911,520 $911,520 $911,520 $911,520

3 Out of District Water Revenue (Priority Area 1) $80,000 $80,000 $80,000 $80,000 $80,000

4 Out of District Water Revenue (Priority Area 2) $40,000 $40,000 $40,000 $40,000 $40,000

5 In District Wheeling Charge $2,500 $2,500 $2,500 $2,500 $2,500

6 Adjustment Revenue $0 $0 $0 $0 $0

7 Total Operating Revenue $1,794,775 $1,794,775 $1,794,775 $1,794,775 $1,794,775

8

9 Sales to other Water District (Transfers) $3,172,750 $4,134,750 $4,134,750 $4,134,750 $4,134,750

10 Revenue Wheeling Charge $500,000 $500,000 $500,000 $500,000 $500,000

11 Other Non-Operating Revenue $122,414 $122,414 $122,414 $122,414 $122,414

12 Interest $37,542 $41,611 $51,584 $64,928 $81,614

13 Total Revenue $5,627,480 $6,593,549 $6,603,522 $6,616,866 $6,633,552

14

15 O&M Costs $3,238,628 $3,359,906 $3,486,771 $3,619,549 $3,758,585

16 Non-Operating Expenses $2,136,275 $1,668,378 $1,677,395 $754,553 $763,853

17 Total Expenses $5,374,903 $5,028,283 $5,164,167 $4,374,102 $4,522,438

18

19 Net Revenue $252,577 $1,565,266 $1,439,356 $2,242,764 $2,111,114

20

21 CIP Spending $500,000 $500,000 $500,000 $500,000 $500,000

22

23 Beginning Balance $3,896,646 $3,649,223 $4,714,489 $5,653,845 $7,396,609

24 Net Cash Changes -$247,423 $1,065,266 $939,356 $1,742,764 $1,611,114

25 Ending Balance $3,649,223 $4,714,489 $5,653,845 $7,396,609 $9,007,723

To demonstrate the District’s reliance on non-operating revenues, Table 19 shows the cash flow from
Table 18 without the revenues from transfers and revenues from Out of District wheeling. In this
(unlikely) situation the District is unable to meet its operating costs without drawing on its reserves and
would be insolvent within two years.
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Table 19: Projected Status Quo Cashflow Through 2023 Without Non-Operating Revenues

Line 2019 2020 2021 2022 2023

1 Fixed Charge Revenue $760,755 $760,755 $760,755 $760,755 $760,755

2 Excess Water Charge $911,520 $911,520 $911,520 $911,520 $911,520

3 Out of District Water Revenue (Priority Area 1) $80,000 $80,000 $80,000 $80,000 $80,000

4 Out of District Water Revenue (Priority Area 2) $40,000 $40,000 $40,000 $40,000 $40,000

5 In District Wheeling Charge $2,500 $2,500 $2,500 $2,500 $2,500

6 Adjustment Revenue $0 $0 $0 $0 $0

7 Total Operating Revenue $1,794,775 $1,794,775 $1,794,775 $1,794,775 $1,794,775

8

9 Sales to other Water District (Transfers) $0 $0 $0 $0 $0

10 Revenue Wheeling Charge $0 $0 $0 $0 $0

11 Other Non-Operating Revenue $122,414 $122,414 $122,414 $122,414 $122,414

12 Interest $24,914 $0 $0 $0 $0

13 Total Revenue $1,942,102 $1,917,189 $1,917,189 $1,917,189 $1,917,189

14

15 O&M Costs $3,238,628 $3,359,906 $3,486,771 $3,619,549 $3,758,585

16 Non-Operating Expenses $1,489,073 $1,014,704 $1,017,185 $87,740 $90,372

17 Total Expenses $4,727,701 $4,374,609 $4,503,956 $3,707,289 $3,848,957

18

19 Net Revenue -$2,785,599 -$2,457,421 -$2,586,767 -$1,790,101 -$1,931,768

20

21 CIP Spending $0 $0 $0 $0 $0

22

23 Beginning Balance $3,896,646 $1,111,047 -$1,346,373 -$3,933,141 -$5,723,242

24 Net Cash Changes -$2,785,599 -$2,457,421 -$2,586,767 -$1,790,101 -$1,931,768

25 Ending Balance $1,111,047 -$1,346,373 -$3,933,141 -$5,723,242 -$7,655,010

Figure 1 illustrates the Status Quo Operating Financial Plan – it compares existing and proposed revenues
with projected expenses. The expenses include O&M, water supply costs, pay as you go (PAYGO) CIP
funding, and reserve funding. Expenses are represented by the stacked bars, revenue is represented at
current levels by the red line. Figure 1 shows that projected revenue from existing rates generate sufficient
revenue to fund projected expenses over the Study Period given the current level of Non-Operating
Revenues.
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Figure 1: Status Quo Financial Plan with Transfer and Outside Wheeling Revenues

Figure 2 shows the operating Financial Plan considering only operating revenues. Note that the District
would dip substantially into reserves in order to fund its operations without its non-operating revenue
(reserves shown as the green portion below the $0.0 line), even without funding its CIP.

Figure 2: Status Quo Financial Plan – Operating Revenue Only

Figure 3 displays the District’s yearly ending balance (blue bars) assuming it continues to receive non-
operating revenues. The total reserve target is the sum of each individual reserve target and is represented
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by the grey line. The Operating Reserve is shown by the yellow line. Figure 3 demonstrates that with the
non-operating revenues included, the District meets its reserve target over the course of the Study Period.

Figure 3: Total Reserve Ending Balance With Transfer and Outside Wheeling Revenues

Figure 4 shows reserve ending balance without transfer or Outside Wheeling revenues. Just one year
without non-operating revenues is projected to substantially drain current reserves, and more than one
year without non-operating revenues will drain the District’s operating reserve completely.

Figure 4: Total Reserve Ending Balance – Operating Revenue Only
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4. Legal Framework and Rate
Setting Methodology

4.1. Legal Framework
This section of the report describes the legal framework that was considered throughout the course of the
Study. Raftelis ensures that its rate setting process is undertaken in accordance with the legal framework
described in further detail below.

California Constitution - Article XIII D, Section 6 (Proposition 218)
Proposition 218, reflected in the California Constitution as Article XIII D, was enacted in 1996 to ensure
that rates and fees are reasonable and proportional to the cost of providing service. The principal
substantive requirements for fairness of the fees, as they relate to public water service are as follows:

1. A property-related charge (such as water rates) imposed by a public agency on a parcel shall not exceed the
costs required to provide the property related service.

2. Revenues derived by the charge shall not be used for any other purpose other than that for which the charge
was imposed.

3. The amount of the charge imposed upon any parcel shall not exceed the proportional Cost of Service
attributable to the parcel.

4. No charge may be imposed for a service unless that service is actually used or immediately available to the
owner of property.

5. No fee or charge may be imposed for general governmental services including, but not limited to, police,
fire, ambulance or library services, where the service is available to the public at large in substantially the
same manner as it is to property owners.

6. A written notice of the proposed charge shall be mailed to the record owner of each parcel at least 45 days
prior to the public hearing, when the agency considers all written protests against the charge.

Prop 218 requires that water rates cannot be “arbitrary and capricious,” meaning that the rate-setting
methodology must be sound and that there must be a nexus between costs and the rates charged. Raftelis
followed industry standard rate setting methodologies set forth by the AWWA M1 Manual to ensure this
study meets Proposition 218 requirements and creates rates that do not exceed the proportionate cost of
providing water services.

California Constitution - Article X, Section 2
Article X, Section 2 of the California Constitution (established in 1976) states the following:

It is hereby declared that because of the conditions prevailing in this State the general welfare
requires that the water resources of the State be put to beneficial use to the fullest extent of which
they are capable, and that the waste or unreasonable use or unreasonable method of use of water
be prevented, and that the conservation of such waters is to be exercised with a view to the
reasonable and beneficial use thereof in the interest of the people and for the public welfare.

As stated above Article X, section 2 of the State Constitution institutes the need to preserve the State’s
water supplies and to discourage the wasteful or unreasonable use of water by encouraging conservation.
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As such, public agencies are constitutionally mandated to maximize the beneficial use of water, prevent
waste, and encourage conservation.

4.2. Cost-Based Rate-Setting Methodology
To develop utility rates that comply with Proposition 218 and industry standards while meeting other
emerging goals and objectives of the utility, there are four major steps discussed below.

1) Calculate Revenue Requirement
The rate-making process starts by determining the test year revenue requirement - which for this study is
CY 2019. The revenue requirement should sufficiently fund the utility’s O&M, debt service (where
applicable), capital expenses, and reserve funding.

2) Cost of Service Analysis (COS)9

The annual cost of providing water service is distributed to customers according to usage.

4) Rate Adoption
Rate adoption is the last step of the rate-making process to comply with Proposition 218. Raftelis
documented the rate study results in this Study Report to help educate the public about the proposed
changes, the rationale and justifications behind the changes and their anticipated financial impacts.

9 Patterson Irrigation District serves only one customer class (agricultural irrigation customers).  Hence in this Study the
Cost of Service is the cost to provide water to the one class of customers.
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5. Cost of Service Analysis
The principles and methodology of a Cost of Service analysis were described in Section 4. This section
explains the Cost of Service analysis for the District’s water provision services to customers. In this case
“cost of service” refers to the cost to deliver water to customers in-District. It is not a cost of service that
distinguishes costs between customer categories.

As discussed in Section 3.5, the District is vulnerable to changes in its non-operating revenues. In order to
prepare for years in which the District receives less in non-operating revenues the District is interested in
calculating a Proposition 218 compliant rate that recovers its actual non-subsidized cost of service.
Proposition 218 allows the District to set rates based on costs, and to reduce that rate in years that
financial conditions allow a reduction. The rate calculated below is a rate calculated to recover the
District’s operating costs assuming extremely limited revenue from non-operating sources. The District
generally generates more revenue from transfers in years with lower allocations because the District’s
CVP project and settlement water will command higher prices.

The District will maintain its current acreage assessments (Standby Charges). The District’s Standby
Charges were initially adopted in November of 1955 and predate Proposition 218. According to the
District’s legal counsel, the District can retain its current land assessment at current rates as the charge is
exempted from meeting Proposition 218 requirements due to the proposition’s “grandfather provision.”
The District’s current acreage assessments were set in 1977.

The District’s only other substantial source of operating revenue is its charge per acre foot of water.10 The
analysis below details a methodology for arriving at a cost of service-based rate for its water delivery
charge.

5.1. Revenue Requirement and Rate Determination
Table 20 shows the revenue requirement derivation and rate calculation with the total operating revenue
requirement in 2019 shown in line 1 on a cash-needs basis.11 The source column shows the source of the
calculation/figure. Line 3 shows the District’s projected revenue from current acreage assessments, line 4
shows its projected revenue from in-District water sales. Added together these two figures account for the
District’s operating revenue in line 5. Raftelis then added in the District’s non-transfer and non-wheeling
non-operating revenues in line 6, which adds up to the District’s total revenue in line 7. Line 8 shows the
revenue gap between the District’s operating revenues and expenses by subtracting revenue from total
expenses. Line 9 shows the average in-District sales in acre feet, while line 10 shows the current rate per
acre foot. Line 11 calculates the additional revenue per AF required to meet operating expenses, and line
12 adds line 10 to line 11 (rounded up to the nearest cent) to show the total rate per acre foot.

10 This does not include wheeling and Out-of-District water sales because the revenues from these assessments are highly
variable, and not likely to be available in a high allocation year (which is also a year in which the District would receive
substantially less non-operating revenue).
11 The District intends to fund most of its capital needs using non-operating revenues, so depreciation and Capital
expenses were not included in the District’s revenue requirement. However, in case of extended drought or other
emergency, some capital expenditures may need to be paid for with revenue from rates.
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Table 20: 2019 Revenue Requirement and Rate Calculation

Line Description Total Source

1 2019 Operating Expenses (Revenue Requirement) $3,238,628 Table 13
2 2019 Projected Operating Revenue
3 Acreage Revenue $760,755 Table 6
4 In-District Delivery Charge Revenue $911,520 Table 7
5 Projected Operating Revenue $1,672,275 Line 3+ Line 4

6 Non-Transfer, Non-Operating Revenue $147,327 Table 19
7 Total Revenue $1,819,602 Line 5+ Line 6
8 Operating Expenses Less Total Revenue $1,419,025 Line 1 - Line 7
9 In-District Deliveries per year (in AF) 30,384 Table 6
10 Current Sales Rate $30.00 Table 1
11 Additional Amount Required per AF (Rate Adjustment) $46.70 Line 8 ÷ Line 9

12 Total Rate per AF $76.71 Line 10 + Line 11

5.2. Proposed Financial Plan
Table 21 shows the proposed Financial Plan cashflow through 2023 assuming no revenue from transfers
or out of District wheeling revenue. The revenue from the rate adjustment is shown in line 6.12 With the
additional revenue from the proposed rate adjustments the District can fund operating expenses
financially for three years even while repaying nearly $1 million annually in construction debt through
2021. It is unlikely that the District would find itself without transfer or wheeling charge revenue for three
consecutive years.

The proposed per AF rate of $76.71 will make the District resilient so that it can meet operating expenses
even in years without substantial transfer and wheeling revenues. The rates shown in the District’s
Proposition 218 notice are the maximum rates it can implement, but the Board can choose to implement
lower rates periodically after reviewing the District’s financial plan. As a result of the increase in charges,
the financial stability of the District will be enhanced while still maintaining the flexibility to reduce rates
for its customers as market conditions allow.

12 There is a $212 difference between the value in line 6 of Table 21 and line 8 of Table 20 that stems from a rounding
difference. It is equal to a little less than seven tenths of a penny per AF applied to 30,384  acre feet.
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Table 21: Proposed Financial Plan Cashflow 2019 Through 2023

Line 2019 2020 2021 2022 2023

1 Fixed Charge Revenue $760,755 $760,755 $760,755 $760,755 $760,755

2 Excess Water Charge $911,520 $911,520 $911,520 $911,520 $911,520

3
Out of District Water Revenue

(Priority Area 1) $80,000 $80,000 $80,000 $80,000 $80,000

4
Out of District Water Revenue

(Priority Area 2) $40,000 $40,000 $40,000 $40,000 $40,000

5 In District Wheeling Charge $2,500 $2,500 $2,500 $2,500 $2,500

6 Adjustment Revenue $1,419,237 $1,419,237 $1,419,237 $1,419,237 $1,419,237

7 Total Operating Revenue $3,214,012 $3,214,012 $3,214,012 $3,214,012 $3,214,012

8

9 Sales to other Water District $0 $0 $0 $0 $0

10 Revenue Wheeling Charge $0 $0 $0 $0 $0

11 Other Non-Operating Revenue $122,414 $122,414 $122,414 $122,414 $122,414

12 Interest $32,010 $20,183 $9,356 $1,758 $0

13 Total Revenue $3,368,435 $3,356,608 $3,345,781 $3,338,183 $3,336,425

14

15 O&M Costs $3,238,628 $3,359,906 $3,486,771 $3,619,549 $3,758,585

16 Non-Operating Expenses $1,489,073 $1,014,704 $1,017,185 $87,740 $90,372

17 Total Expenses $4,727,701 $4,374,609 $4,503,956 $3,707,289 $3,848,957

18

19 Net Revenue -$1,359,266 -$1,018,001 -$1,158,175 -$369,106 -$512,532

20

21 CIP Spending $0 $0 $0 $0 $0

22

23 Beginning Balance $3,896,646 $2,537,380 $1,519,379 $361,204 -$7,902

24 Net Cash Changes -$1,359,266 -$1,018,001 -$1,158,175 -$369,106 -$512,532

25 Ending Balance $2,537,380 $1,519,379 $361,204 -$7,902 -$520,434

5.3. Proposed Adjustments

The above financial plan does not include any adjustments. However, Raftelis recommends that the
proposed water rate be subject to an annual adjustment tied to the rate of inflation, as measured by the
Consumer Price Index, (CPI) beginning in 2020 and extending through 2023. These inflationary increases
in the cost of service will be for a 12-month period, as measured by the U.S. Department of Labor, Bureau
of Labor Statistics, Consumer Price Index for All Urban Consumers (CPI-U) West All Items (Series Id:
CUUR0400SA0) for June through May of each respective year. The annual inflation increase will be
limited to the CPI-U increase, but not less than zero. Notice of any adjustment pursuant to the annual
inflation increase will be provided to customers not less than 30 days before the effective date of the
adjustment through a bill notice or other mailing by the District. These future inflationary rate
adjustments would become effective on January 1st of 2020, 2021 2022, and 2023.
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APPENDIX A:
Detailed O&M Budget Projections
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1

Operating Expenses 2018 2019 2020 2021 2022 2023

PUMPING EXPENSES (Pumping Plant O&M)
Lubricants $4,000 $4,120 $4,244 $4,371 $4,502 $4,637
Maintain and Repair - Pumps $10,000 $10,300 $10,609 $10,927 $11,255 $11,593
Maintain and Repair - P&M Controls $30,000 $30,900 $31,827 $32,782 $33,765 $34,778
Electrical Distribution $20,000 $20,600 $21,218 $21,855 $22,510 $23,185
Electric Power $700,000 $721,000 $742,630 $764,909 $787,856 $811,492
Power Restoration $55,000 $56,650 $58,350 $60,100 $61,903 $63,760
TOTAL PUMPING EXPENSES (Pumping Plant
O&M) $819,000 $843,570 $868,877 $894,943 $921,792 $949,445

GENERAL LABOR, SUPPLIES AND EXPENSES
General Operations Wages $500,000 $515,000 $530,450 $546,364 $562,754 $579,637
Shop Supplies $15,000 $15,450 $15,914 $16,391 $16,883 $17,389
Autos and Trucks $60,000 $61,800 $63,654 $65,564 $67,531 $69,556
Weed Control $35,000 $36,050 $37,132 $38,245 $39,393 $40,575
Irrigation Tools $1,000 $1,030 $1,061 $1,093 $1,126 $1,159
Training $2,000 $2,060 $2,122 $2,185 $2,251 $2,319
Vacation/Bonus $17,500 $18,025 $18,566 $19,123 $19,696 $20,287
Contract Labor $65,000 $66,950 $68,959 $71,027 $73,158 $75,353
COLA/Raises $35,000 $36,050 $37,132 $38,245 $39,393 $40,575
TOTAL GENERAL LABOR, SUPPLIES AND
EXPENSES $730,500 $752,415 $774,987 $798,237 $822,184 $846,850

STRUCTURE AND PLANT MAINTENANCE
EXPENSES
Equipment $30,000 $30,900 $31,827 $32,782 $33,765 $34,778
Canals $15,000 $15,450 $15,914 $16,391 $16,883 $17,389
Maintain Lateral $20,000 $20,600 $21,218 $21,855 $22,510 $23,185
Sub Lateral $500 $515 $530 $546 $563 $580
Pipelines $25,000 $25,750 $26,523 $27,318 $28,138 $28,982
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Gates $10,000 $10,300 $10,609 $10,927 $11,255 $11,593
Flowmeter $5,000 $5,150 $5,305 $5,464 $5,628 $5,796
General SCADA $25,000 $25,750 $26,523 $27,318 $28,138 $28,982
Training $2,500 $2,575 $2,652 $2,732 $2,814 $2,898
Reservoir $15,000 $15,450 $15,914 $16,391 $16,883 $17,389
Security $6,500 $6,695 $6,896 $7,103 $7,316 $7,535
Fish Screen $35,000 $36,050 $37,132 $38,245 $39,393 $40,575
General Buildings Maintenance $7,500 $7,725 $7,957 $8,195 $8,441 $8,695
General Yard Maintenance $7,500 $7,725 $7,957 $8,195 $8,441 $8,695
TOTAL STRUCTURE AND PLANT
MAINTENANCE EXPENSES $204,500 $210,635 $216,954 $223,463 $230,167 $237,072

WATER PURCHASE EXPENSES FOR PID
Water Purchases - Other $0 $0 $0 $0 $0 $0
Water Purchases - CVP Allocation
WAPA Power Deposit $110,000 $113,300 $116,699 $120,200 $123,806 $127,520
Water Purchased Restoration Fund
Water Purchases - Water Rights Fees $14,315 $14,458 $14,603 $14,749 $14,896 $15,045
Water Purchases O&M $0 $0 $0 $0 $0 $0
TOTAL WATER PURCHASE EXPENSES FOR PID $124,315 $127,758 $131,302 $134,949 $138,702 $142,565

ADMINISTRATIVE EXPENSES
Administrative Salaries $250,000 $257,500 $265,225 $273,182 $281,377 $289,819
Telephone $10,000 $10,300 $10,609 $10,927 $11,255 $11,593
Utilities $1,750 $1,803 $1,857 $1,912 $1,970 $2,029
Office Supplies $16,000 $16,480 $16,974 $17,484 $18,008 $18,548
Dues and Subscriptions $60,000 $61,800 $63,654 $65,564 $67,531 $69,556
Legal $75,000 $77,250 $79,568 $81,955 $84,413 $86,946
Audit $10,000 $10,300 $10,609 $10,927 $11,255 $11,593
Directors $15,000 $15,450 $15,914 $16,391 $16,883 $17,389
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Water Test and Conservation $500 $515 $530 $546 $563 $580
Conferences $12,500 $12,875 $13,261 $13,659 $14,069 $14,491
M&R Office Equipment $4,000 $4,120 $4,244 $4,371 $4,502 $4,637
Professional Services $243,320 $250,620 $258,138 $265,882 $273,859 $282,075
SGMA $30,000 $30,900 $31,827 $32,782 $33,765 $34,778
Unpaid Vacation and Sick Leave $20,000 $21,600 $23,328 $25,194 $27,210 $29,387
Bank Service Charge $0 $0 $0 $0 $0 $0
Miscellaneous $5,000 $5,150 $5,305 $5,464 $5,628 $5,796
Administrative Expenses $5,000 $5,150 $5,305 $5,464 $5,628 $5,796
TOTAL ADMINISTRATIVE EXPENSES $758,070 $781,812 $806,346 $831,703 $857,914 $885,012

INSURANCE EXPENSES
Insurance $40,000 $43,200 $46,656 $50,388 $54,420 $58,773
Health Insurance $242,000 $261,360 $282,269 $304,850 $329,238 $355,577
CalPERS Employer $90,000 $97,200 $104,976 $113,374 $122,444 $132,240
Workers Comp Insurance $30,000 $32,400 $34,992 $37,791 $40,815 $44,080
Dental Insurance $14,000 $15,120 $16,330 $17,636 $19,047 $20,571
Vision Insurance $4,000 $4,320 $4,666 $5,039 $5,442 $5,877
TOTAL INSURANCE EXPENSES $420,000 $453,600 $489,888 $529,079 $571,405 $617,118

PAYROLL AND TAX EXPENSES
Fed UT $0 $0 $0 $0 $0 $0
FICA Expense $50,000 $51,500 $53,045 $54,636 $56,275 $57,964
Medicare Expense $12,000 $12,960 $13,997 $15,117 $16,326 $17,632
State UI $4,000 $4,120 $4,244 $4,371 $4,502 $4,637
State ETT $250 $258 $265 $273 $281 $290
TOTAL PAYROLL AND TAX EXPENSES $66,250 $68,838 $71,551 $74,397 $77,385 $80,523

TOTAL PUMPING EXPENSES (Pumping Plant
O&M) $819,000 $843,570 $868,877 $894,943 $921,792 $949,445
TOTAL GENERAL LABOR, SUPPLIES AND
EXPENSES $730,500 $752,415 $774,987 $798,237 $822,184 $846,850
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TOTAL STRUCTURE AND PLANT
MAINTENANCE EXPENSES $204,500 $210,635 $216,954 $223,463 $230,167 $237,072
TOTAL WATER PURCHASE EXPENSES FOR PID $124,315 $127,758 $131,302 $134,949 $138,702 $142,565
TOTAL ADMINISTRATIVE EXPENSES $758,070 $781,812 $806,346 $831,703 $857,914 $885,012
TOTAL INSURANCE EXPENSES $420,000 $453,600 $489,888 $529,079 $571,405 $617,118
TOTAL PAYROLL AND TAX EXPENSES $66,250 $68,838 $71,551 $74,397 $77,385 $80,523
Total O&M $3,122,635 $3,238,628 $3,359,906 $3,486,771 $3,619,549 $3,758,585
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Date: May 16, 2018  

 
To: SALLY VAN ETTEN  

 
From:  Jeanne M. Zolezzi 

 
Subject: Patterson Irrigation District/Proposition 218 Compliance 

 
File:  1078-053 
 
   

CHANGES TO STANDBY CHARGE 
 

You have asked whether or not PID can change the current structure for its stand-by charges. The 
current standby-charge is $60.00 per acre. This charge currently includes an allocation of 2 acre feet 
(AF) of water per acre.  The District is considering changing the current structure so that customers 
would continue to pay a standby charge of $60.00 per acre, but receive no water allocation with that 
charge. You have asked whether or not this be done without Proposition 218 compliance? Our legal 
opinion has been YES, this can be done by board action alone.  
 

BACKGROUND 

As you know, a standby charge is considered a land assessment under Proposition 218. California 
Constitution Article XIIID Section 4 sets forth the procedural and substantive requirement for 
assessments that are subject to Proposition 218. While that Section requires existing, new, or 
increased assessments to comply with Proposition 218 beginning July 1, 1997, it also provides that 
certain types of assessments are exempt from the requirements of Section 4 unless and until they are 
increased.  

Exemptions. Effective July 1, 1997, all new, increased and existing assessments must comply with 
article XIII D. Significantly, except for the “grandfathered” assessments discussed below, all 
assessments adopted before Proposition 218 were required to come into compliance with the new 
law by July 1, 1997. (Cal. Const., art. XIII D, § 5.) However, Article XIII D, section 5 provides for an 
exemption from the article XIII D, section 4 procedures for certain assessments already existing on 
the November 6, 1996, effective date of article XIII D, as follows: 

 
"Sec. 5. Effective Date. Pursuant to subdivision (a) of Section 10 of Article II, the provisions of 
this article shall become effective the day after the election unless otherwise provided. 
Beginning July 1, 1997, all existing, new, or increased assessments shall comply with this 
article. Notwithstanding the foregoing, the following assessments existing on the effective 
date of this article shall be exempt from the procedures and approval process set forth in 
Section 4: 



(a) Any assessment imposed exclusively to finance the capital costs or maintenance and 
operation expenses for sidewalks, streets, sewers, water, flood control, drainage 
systems or vector control. Subsequent increases in such assessments shall be subject to 
the procedures and approval process set forth in Section 4.  

Therefore, PID’s standby charge is exempt from the requirements of Proposition 218 because it was 
(1) existing on July 1, 1997, and (2) is imposed exclusively to finance the capital cost, maintenance 
and operation expenses for water. Keller v. Chowchilla Water District (2000) 80 Cal.App.4th 1006. The 
Land Assessment, which was established at $60.00 per acre foot in 1977, was exempt from the 
procedural and substantive requirements of Proposition 218 upon its adoption, and continues to be 
exempt unless and until that assessment is “increased” within the meaning of the law.  
 
PROPOSITION 218 REQUIREMENTS.  
 
The District’s $60 per acre standby charge is exempt from the requirements of Proposition 218 
unless it is increased after the effective date of the act, November 7, 1996. Government Code Section 
53750(h)(1) defines the word “increased” when applied to an assessment as meaning:  
 

a decision by an agency that does either of the following: 

(A) Increases any applicable rate used to calculate the tax, assessment, fee, or charge. 

(B) Revises the methodology by which the tax, assessment, fee, or charge is 
calculated, if that revision results in an increased amount being levied on any person 
or parcel. 

The District has done neither. This section of Proposition 218 is referred to as the “grandfather 
provision,” and exempts assessments, such as the standby charge, that were imposed prior to 
November 6, 1996 and reimposed thereafter from the procedure and approval process applicable to 
assessments, provided the annual reassessment is accomplished using the same methodology and 
rate as that which pre-existed the measure. The District’s current methodology for establishing its 
land assessment was adopted on November 1, 1955 as follows:  
 

The Board of Directors shall have the power to make rules and regulations for the distribution 
and allocation of water; to fix the rates to be charged from time to time, and times of payment 
thereof, to fix and determine a minimum annual charge per acre to be paid by the landowners, 
which minimum charge shall entitled landowners to 2-acre feet of water or such other 
amount as the Directors may determine, for each acre of lands.  
 

The by-laws adopting this assessment methodology were recorded on November 14, 1955 in the 
official records of Stanislaus County in Volume 1326 Page 589. Because PID continues to impose the 
Minimum Water Charge using the same methodology and rate as has been done in the past, it is 
exempted from compliance with the procedural and substantive requirements of Proposition 218. 
 
In 1977, the land assessment rate was set at $60.00 per acre, and the bylaws maintained the same 
methodology in place for water allocation to accompany that charge at: “2 acre-feet of water or such 
other amount as the Directors may determine, for each acre of land.” Following the method established 
in 1955, the district annually determines how much water is allocated with the $60.00 charge. 
Because the standby methodology was adopted and has been unchanged since 1955, and because the 
current $60 rate for the land assessment was established in 1977 and has not been changed since 
that time, both the rate and methodology are grandfathered, and have not been “increased” within 



the meaning of Proposition 218 as defined by Government Code Section 53750(h)(1). Until the 
District elects to change the rate of the land assessment, or the methodology for determining how 
much water accompanies the land assessment, it will not need to comply with the procedural or 
substantive requirements of Proposition 218.  
 
Reducing the amount of water accompanying the standby charge, or eliminating any water, would 
not change the methodology or rate for the standby charge because: 
 

 The rate of the land assessment ($60.00 per acre) has not been changed since it was adopted 
in 1977. 
 

 The methodology established in 1955 for determining how much water will accompany the 
land assessment has not been revised in any way. The original methodology allowed the 
Board of Directors to provide landowners with up to 2 acre-feet of water or such other amount 
as the Directors may determine.  

 

PID has imposed its Land Assessment at the same rate of $60.00 since 1977. While the allocation of 
water given with the Land Assessment has varied over the years, this change does not constitute a 
change in "methodology" because the District's bylaws, which set forth the methodology and rate for 
the Stand By Charge, specifically provide that the "minimum charge shall entitle landowners to 2 
acre-feet of water or such other amount as the Directors may determine, for each acre of land." 
The Board has the discretion to allocate landowners any amount of water with the Standby Charge 
based upon the methodology in place in 1955. The 1955 methodology qualified any water 
entitlement accompanying the Land Assessment; thus, a reduction in water allocated along with the 
Stand By Charge is consistent with the long-standing methodology adopted prior to Proposition 218, 
does not legally constitute an “increase” in the assessment, and does not trigger the Proposition 218 
requirements.  
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