AGENDA

LOCAL AGENCY FORMATION COMMISSION
FOR SAN BERNARDINO COUNTY

NORTON REGIONAL EVENT CENTER
1601 E. 3'Y STREET, SAN BERNARDINO, CA

REGULAR MEETING OF MAY 21, 2025

9:00 AM. - CALL TO ORDER - FLAG SALUTE

1. Swear in Regular (Supervisor Curt Hagman) and Alternate (Supervisor Jesse
Armendarez) County Members and Presentation

2. Selection of Chair & Vice Chair

ANNOUNCEMENT:

The Political Reform Act requires the disclosure of campaign contributions made to any member of
the Commission. Any applicant seeking a change of organization/reorganization or approval of a
contract/agreement, any financially interested person who actively supports or opposes any such
item, or any agent representing an applicant or interested party on any such item, who has made a
contribution of more than $500 in the past 12 months to any member of the Commission must state
for the record the amount and the name of the Commissioner to whom the contribution was made
and the item to which they are involved. If you are affected, please contact LAFCO staff prior to
consideration of the item.

3.  Comments from the Public
(By Commission policy, the public comment period is limited to three minutes per person for
comments related to other items under the jurisdiction of LAFCO not on the agenda.)

CONSENT ITEMS:

The following consent items are expected to be routine and non-controversial and will be acted upon
by the Commission at one time without discussion unless a request has been received prior to the
hearing to discuss the matter.

4. Approval of Minutes for Regular Meeting of April 16, 2025
5.  Approval of Executive Officer's Expense Report
6. Ratify Payments as Reconciled and Note Cash Receipts for the Month of March 2025

7. Review and Approve Amendment No. 2 to the Agreement for Services with Rebecca
Lowery

8. Consent Iltems Deferred for Discussion

PUBLIC HEARING ITEMS:

9. Consideration of: (1) CEQA Exemption for LAFCO 3273; and (2) LAFCO 3273 —
Annexation to the Twentynine Palms Water District (APN 0634-121-15)



AGENDA FOR MAY 21, 2025 MEETING

10. Review and Adoption of Amendments to LAFCO Policy and Procedure Manual
Section Il (Human Resources)

11. Consideration of: (1) CEQA Statutory Exemption for Schedule of Fees, Deposits, and
Charges Revisions; and (2) Review and Adoption of Schedule of Fees, Deposits, and
Charges Effective July 1, 2025

12. Review and Adoption of Final Budget for Fiscal Year 2025/26 including the
Apportionment for Independent Special Districts, Cities and County

DISCUSSION ITEMS:

13. Legislative Update Report

INFORMATION ITEMS:

14. Executive Officer's Report

15. Commissioner Comments
(This is an opportunity for Commissioners to comment on issues not listed on the agenda,
provided that the subject matter is within the jurisdiction of the Commission and that no action
may be taken on off-agenda items unless authorized by law.

The Commission may adjourn for lunch from 12:00 to 1:30 p.m. The Commission may take action on any
item listed in this Agenda whether or not it is listed for Action. In its deliberations, the Commission may
make appropriate changes incidental to the above-listed proposals.

Materials related to an item on this Agenda submitted to the Commission or prepared after distribution of the
agenda packet will be available for public inspection in the LAFCO office at 1601 E. 3" Street, Suite 102,
San Bernardino, during normal business hours, on the LAFCO website at www.sbclafco.org.

Current law and Commission policy require the publishing of staff reports prior to the public hearing. These
reports contain technical findings, comments, and recommendations of staff. The staff recommendation
may be accepted or rejected by the Commission after its own analysis and consideration of public testimony.

IF YOU CHALLENGE ANY DECISION REGARDING ANY OF THE ABOVE PROPOSALS IN COURT, YOU
MAY BE LIMITED TO RAISING ONLY THOSE ISSUES YOU OR SOMEONE ELSE RAISED DURING THE
PUBLIC TESTIMONY PERIOD REGARDING THAT PROPOSAL OR IN WRITTEN CORRESPONDENCE
DELIVERED TO THE LOCAL AGENCY FORMATION COMMISSION AT, OR PRIOR TO, THE PUBLIC
HEARING.

The Political Reform Act requires the disclosure of expenditures for political purposes related to a change of
organization or reorganization proposal which has been submitted to the Commission, and contributions in
support of or in opposition to such measures, shall be disclosed and reported to the same extent and subject
to the same requirements as provided for local initiative measures presented to the electorate (Government
Code Section 56700.1). Questions regarding this should be directed to the Fair Political Practices
Commission at www.fppc.ca.gov or at 1-866-ASK-FPPC (1-866-275-3772).

A person with a disability or with limited English proficiency may contact the LAFCO office at (909) 388-0480
at least 72-hours before the scheduled meeting to request receipt of an agenda in an alternative format or to
request disability-related or language interpretation accommodations, including auxiliary aids or services, to

participate in the public meeting. Later requests will be accommodated to the extent feasible.


http://www.sbclafco.org/
http://www.fppc.ca.gov/

LOCAL AGENCY FORMATION COMMISSION
FOR SAN BERNARDINO COUNTY

1601 E. 3 Street, Suite 102, San Bernardino, CA 92415-0490
(909) 388-0480 o Fax (909) 388-0481
lafco@lafco.sbcounty.gov
www.sbclafco.org

DATE: MAY 14, 2025
FROM: SAMUEL MARTINEZ, Executive Offi
TO: LOCAL AGENCY FORMATION COMMISSION

SUBJECT: AGENDA ITEM #2 — SELECTION OF CHAIR AND VICE-CHAIR

Pursuant to the Commission’s Rule of Order #2, the Commission selects its Chair and
Vice-Chair annually at its May meeting. The terms of office are for one year and the
Chair and Vice-Chair may serve no more than two consecutive full terms in those
offices.

Any regular voting member of the Commission may be appointed to these positions. It
should be noted that Chair Warren and Vice-Chair Farrell are completing their second
full term of office and are not eligible for reappointment to their current positions for at
least two years per Commission policy.

Staff will be happy to respond to any questions prior to or at the hearing.



DRAFT
ACTION MINUTES OF THE
LOCAL AGENCY FORMATION COMMISSION
FOR SAN BERNARDINO COUNTY

REGULAR MEETING 9:00 A.M. April 16, 2025
PRESENT:
COMMISSIONERS:
Regular Member Alternate Member
Joe Baca Jr. Jesse Armendarez
Jim Bagley Rick Denison
Kimberly Cox Jim Harvey
Steven Farrell, Vice Chair Kevin Kenley

Acquanetta Warren, Chair

STAFF:
Samuel Martinez, Executive Officer
Paula de Sousa, Legal Counsel
Michael Tuerpe, Assistant Executive Officer
Arturo Pastor, Analyst
Angela Schell, Commission Clerk
Gavin Centeno, Project Manager/Clerk to the Commission

ABSENT:

COMMISSIONERS:
Regular Member Alternate Member

Phill Dupper None
Curt Hagman

CONVENE REGULAR MEETING OF THE LOCAL AGENCY FORMATION COMMISSION —
9:02A.M. —CALL TO ORDER — FLAG SALUTE AND ROLL CALL

ANNOUNCEMENT OF CONTRIBUTIONS

Commissioners Cox and Kenley arrive at the dais at 9:03 a.m.
1. Comments from the Public

There are none.

CONSENT ITEMS:

2. Approval of Minutes for Regular Meeting of March 19, 2025

3. Approval of Executive Officer’s Expense Report
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DRAFT April 16, 2025

Recommendation: Approve the Executive Officer's Expense for Procurement Card
Purchases from February 24, 2025 to March 24, 2025.

4. Ratify Payments as Reconciled for the Month of February 2025 and Note Revenue
Receipts

Recommendation: Ratify payments as reconciled for the month of February 2025 and note
revenue receipts for the same period.

5. Consent Items Deferred for Discussion (None)

Commissioner Baca moves the approval of the Consent Items. Second by Commissioner
Denison. The motion passes with the following roll call vote:

Ayes:  Armendarez, Baca, Bagley, Cox, Denison, Farrell, and Warren.

Noes: None.

Abstain: None.

Absent: Dupper (Denison voting in his stead), and Hagman (Armendarez voting in his
stead).

PUBLIC HEARING ITEMS:

6. LAFCO 3271 - Annexation to the Barstow Fire Protection District (Wastewater
Treatment Facility Area)

Recommendation: Staff recommends that the Commission approve LAFCO 3271 by
taking the following actions:

1. For environmental review, certify that LAFCO 3271 is exempt from the provisions of
the California Environmental Quality Act and direct the Executive Officer to file the
Notice of Exemption within five (5) days;

2. Approve LAFCO 3271, with the standard LAFCO terms and conditions that include
the "hold harmless" clause for potential litigation costs; and,

3. Adopt LAFCO Resolution No. 3415, setting forth the Commission's determinations
and conditions of approval concerning this annexation proposal.

Commissioner Cox moves to approve staff recommendations. Second by Commissioner Baca.
The motion passes with the following roll call vote:

Ayes:  Armendarez, Baca, Bagley, Cox, Denison, Farrell, and Warren.

Noes: None.

Abstain: None.

Absent: Dupper (Denison voting in his stead); and Hagman (Armendarez voting in his
stead).
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DRAFT April 16, 2025

7. Third Quarter Financial Review for FY 2024/25
Recommendation: Staff recommends that the Commission take the following actions:
1. Note receipt of this report and file.

2. Direct the Executive Officer to issue payment to SBCERA for $54,968 as a credit
towards paying down LAFCO's share of the Unfunded Actuarial Liability.

Commissioner Cox moves to approve staff recommendations. Second by Commissioner Baca.
The motion passes with the following roll call vote:

Ayes:  Armendarez, Baca, Bagley, Cox, Denison, Farrell, and Warren.
Noes: None.
Abstain: None.

Absent: Dupper (Denison voting in his stead), and Hagman (Armendarez voting in his
stead).
8. Preliminary Budget Review for Fiscal Year 2025/26:
8a. Proposed Schedule of Fees, Deposits, and Charges for FY 2025/26

Recommendation: Staff recommends that the Commission take the following actions
related to the Proposed Schedule of Fees, Deposits and Charges for Fiscal Year 2025/26:

1. Review the proposed amendments and provide staff with direction on changes,
corrections, or modifications to be included.

2. Direct staff to forward the Proposed Schedule of Fees, Deposits, and Charges for FY
2025/26 to the County, all Cities/Towns, and all Independent Special Districts for their
review and comments pursuant to Government Code Section 56383.

3. Schedule the final review and adoption of the Schedule of Fees, Deposits, and
Charges for the May 21, 2025, hearing.

Commissioner Baca moves to approve staff recommendations. Second by Commissioner
Denison. The motion passes with the following roll call vote:

Ayes:  Armendarez, Baca, Bagley, Cox, Denison, Farrell, and Warren.

Noes: None.
Abstain: None.

Absent: Dupper (Denison voting in his stead), and Hagman (Armendarez voting in his
stead).
8b. Proposed Budget and Work Plan for FY 2025/26

Recommendation: Staff recommends that the Commission take the following actions:

1. Adopt the Proposed Budget and Work Plan for FY 2025/26 as presented by staff.
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DRAFT April 16, 2025

2. Direct staff to forward the adopted Proposed Budget, as may be modified at this
hearing, to all the independent special districts, cities/towns, and the County for their
comment pursuant to Government Code Section 56381.

3. Schedule a public hearing for May 21, 2025 for formal:

a. Approval of the amendments to the Policy and Procedure Manual for Salaries
and Benefits;

b. Authorization for the Executive Officer to sign Amendment #2 to the contract
with Rebecca Lowery for staff support; and,

c. Adoption of the Final Budget for FY 2025/26.

Commissioner Baca moves to approve staff recommendations. Second by Commissioner
Denison. The motion passes with the following roll call vote:

Ayes:  Armendarez, Baca, Bagley, Cox, Denison, Farrell, and Warren.
Noes: None.
Abstain: None.

Absent: Dupper (Denison voting in his stead), and Hagman (Armendarez voting in his
stead).

DISCUSSION ITEMS:

9. Review and Approve the Memorandum of Understanding by and between Los
Angeles, Orange, San Bernardino, and San Diego Local Agency Formation
Commissions

Recommendation: Staff recommends that the Commission take the following actions:

1. Approve the Memorandum of Understanding by and between Los Angeles, Orange,
San Bernardino, and San Diego Local Agency Formation Commissions; and,

2. Authorize the Executive Officer to sign the Memorandum of Understanding.

Commissioner Baca moves to approve staff recommendations. Second by Commissioner Cox.
The motion passes with the following roll call vote:

Ayes: Armendarez, Baca, Bagley, Cox, Denison, Farrell, and Warren.

Noes: None.

Abstain: None.

Absent: Dupper (Denison voting in his stead), and Hagman (Armendarez voting in his
stead).

INFORMATION ITEMS:

10. Legislative Update Report
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DRAFT April 16, 2025

Executive Officer Samuel Martinez provides an update to the previous month’s Legislative
Update staff report, including an update on the following proposed legislative bills: AB 259,
SB 489, SB 598, SB 634, SB 707, SB 777, and SB 740.

Chair Warren states the item is to receive and file.

11. Executive Officer’s Report
Executive Officer Samuel Martinez provides a summary of the staff report.

12. Commissioner Comments
There are none.

THERE BEING NO FURTHER BUSINESS TO COME BEFORE THE COMMISSION, THE
MEETING ADJOURNS AT 10:02 A.M.

ATTEST:

GAVIN CENTENO
Project Manager/Clerk to the Commission

LOCAL AGENCY FORMATION COMMISSION

ACQUANETTA WARREN, Chair
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LOCAL AGENCY FORMATION COMMISSION
FOR SAN BERNARDINO COUNTY

1601 E. 3 Street, Suite 102, San Bernardino, CA 92415-0490
(909) 388-0480 e Fax (909) 388-0481
lafco@lafco.sbcounty.gov
www.sbclafco.org

DATE: MAY 14, 2025

FROM: SAMUEL MARTINEZ, Executive Offic

TO: LOCAL AGENCY FORMATION COMMISSION

SUBJECT: AGENDA ITEM #5 — APPROVAL OF EXECUTIVE OFFICER’S
EXPENSE REPORT

RECOMMENDATION:

Approve the Executive Officer's Expense Report for Procurement Card Purchases
from March 25, 2025, to April 22, 2025.

BACKGROUND INFORMATION:

The Commission participates in the County of San Bernardino’s Procurement Card
Program to supply the Executive Officer a credit card to provide for payment of
routine official costs of Commission activities as authorized by LAFCO Policy and
Procedure Manual Section Il — Accounting and Financial Policies #3(H). Staff has
prepared an itemized report of purchases that covers the billing period of:

e March 25, 2025 to April 22, 2025

Staff recommends that the Commission approve the Executive Officer's expense
reports as shown on the attachments.

SM/GC

Attachment



SA
C

N BERNARDINO

NTY

PROCUREMENT CARD PROGRAM
MONTHLY PROCUREMENT CARD PURCHASE REPORT

ATTACHMENT G

PAGE1 OF 1

Cardholder Travel | Billing Period

F Samuel Martinez 3125125 to 4122/2025

T  $ | RiP | | SALES |

DATE VENDOR NAME = DESCRIPTION PURPOSE COST CENTER G/L ACCOUNT AMT NUMBE | “R/D |TAX INCL

Staff Workshop
03/26/25 |CALAFCO 1 |Registration CALAFCQO Staff Workshop 8900005012 52942941 $1,620.00
03/27/25 |BB&K Law 2 |Staff Seminar Training |Public Records Act Training 8900005012 52002445 $75.00
03/29/25 [Survey Monkey 3 |Computer Software  |Annual Subscription 8900005012 52002115 $468.00
04/02/25 [Thomson West 4 |Law Library Updates |Law Library Updates 8900005012 52002080 $345.18
04/12/25 |Zoom 5 |Video Conference Communication 8900005012 52002305 $17.23
04/16/25 |Frontier Comm. 6 |Phone Service Communication 8900005012 52002041 $1,514.74
04/17/25 |Panera Bread 7 |Office Supplies Commission Meeting 890005012 52002305 $42 .98
04/22/25 |Amazon 8 |Office Supplies Computer Monitors 890005012 52002305 $899.70
Golden Star

04/21/25 |Technology 9 |Computer Software  |Enterprise for Adobe Acrobat 890005012 52002115 $585.36

The undersigned, under penalty of perjury, states the above inf

formation to be true and correct. If an unauthorized purchase has been made, the undersigned

authorizes the County Auditor/Controller-Recorder to withhold the appropriate amount from their payroll check after 15 days from the receipt of the cardholder's

Statement of Account.

Cardholder (Print & Sign)

Date

Approving Official (Print & Sign) Date

Samuel Martinez

05/12/25

Acquanetta Warren 05/21/25

+

D




LOCAL AGENCY FORMATION COMMISSION
FOR SAN BERNARDINO COUNTY

1601 E. 3 Street, Suite 102, San Bernardino, CA 92415-0490
(909) 388-0480 ¢ Fax (909) 388-0481
lafco@lafco.sbcounty.gov
www.sbclafco.org

DATE: MAY 14, 2025
FROM: SAMUEL MARTINEZ, Executlve%
TO: LOCAL AGENCY FORMATION COMMISSION

SUBJECT: AGENDA ITEM #6 - RATIFY PAYMENTS AS RECONCILED FOR
THE MONTH OF MARCH 2025 AND NOTE REVENUE RECEIPTS

RECOMMENDATION:

Ratify payments as reconciled for the month of March 2025 and note revenue
receipts for the same period.

BACKGROUND INFORMATION:

Staff prepared a reconciliation of warrants issued for payments to various vendors,
internal transfers for payments to County Departments, cash receipts and internal
transfers for payments of deposits or other charges that cover the period of:

e March 1 through March 31, 2025
Staff recommends that the Commission ratify the payments as outlined on the
attached listing and note the revenues received.

SM/MT

Attachment



MARCH 2025 PAYMENTS PROCESSED

Document Posting
Number Account Date Vendor Invoice Reference Amount

1901974566 5200 2090 03/03/25| Inland Valley Dev. Authority INV1101 March Janitorial Service $ 90.00
1901974565 5200 2445 03/03/25 Rebecca Lowery 40 Staff Support $ 564.38
1901982864 5200| 2445 03/17/25| Rebecca Lowery 41 Staff Support $ 1,430.63
1901985605 5200 2445 03/20/25 Baca BACA3-20 Commission meeting stipend $ 200.00
1901985609 5200 2445 03/20/25| Bagley BAGLEY3-20 Commission meeting stipend $ 200.00
1901985610 5200 2445 03/20/25 Cox COX3-20 Commission meeting stipend $ 200.00
1901985613 5200 2445 03/20/25| Denison DENISON3-20 Commission meeting stipend $ 200.00
1901985614 5200 2445 03/20/25 Harvey HARVEY3-20 Commission meeting stipend $ 200.00
1901985615 5200 2445 03/20/25| Kenley KENLEY3-20 Commission meeting stipend $ 200.00
1901985616 5200 2445 03/20/25 Warren WARREN3-20 Commission meeting stipend $ 200.00
1901974566 5200 2905 03/03/25| Inland Valley Dev. Authority INV1101 March Rent $ 2,509.00
1901974588 5200 2905 03/03/25 Inland Valley Dev. Authority INV1182 March Auditorium use for Commission meeting $ 405.00
1901985609 5200 2940 03/20/25| Bagley BAGLEY3-20 Commission meeting mileage $ 121.80
1901985610 5200 2940 03/20/25| Cox COX3-20 Commission meeting mileage $ 82.60
1901985613 5200 2940 03/20/25| Denison DENISON3-20 Commission meeting mileage $ 93.66
1901985614 5200 2940 03/20/25| Harvey HARVEY3-20 Commission meeting mileage $ 117.60
1901985615 5200 2940 03/20/25| Kenley KENLEY3-20 Commission meeting mileage $ 33.88
1901985616 5200 2940 03/20/25| Warren WARREN3-20 Commission meeting mileage $ 27.44
1901974517 4080/ 9910 03/03/25 Cucamonga Valley WD Refund Partial refund of application deposits $ 2,305.52

$ 9,181.51

MARCH 2025 COUNTY TRANSFERS PROCESSED
4103812437 5200 2031 3/1/2025 IT FEB 2025 Payroll System Services (EMACS) $ 72.70
4103812438 5200, 2032 3/1/2025, IT FEB 2025 Virtual Private Network (VPN) $ 10.72
4103812440 5200 2037 3/1/2025  IT FEB 2025 Dial Tone 3 246.24
4103794108 5200 2305 3/3/2025  Purchasing Staples surcharge $ 1.75
4103817130 5200 2305 3/24/2025 Purchasing Staples surcharge $ 11.58
4103835652 5200 2305 3/31/2025  Purchasing Staples surcharge $ 3.97
4103812447 5200, 2420 3/1/2025| 1T FEB 2025 Wireless Device (Exchange Active Sync) $ 15.75
4103812447 5200, 2420 3/1/2025| 1T FEB 2025 File Sharing Storage $ 74.34
4103812447 5200, 2420 3/1/2025| 1T FEB 2025 Enterprise Content Management $ 89.44
4103812447 5200 2420 3/1/2025 IT FEB 2025 Data Storage and Backup $ 73.36
4103812448 5200| 2421 3/1/2025, IT FEB 2025 Desktop Support Services $ 727.84
4103812450 5200, 2460 3/1/2025 IT FEB 2025 Aerial Imagery $ 3,000.00
4103812444 5200 2410 3/1/2025| 1T IT Infrastructure - Period 9 3 751.00
4103794108 5200, 5012 3/3/2025  Purchasing Staples $ 14.62
4103817130 5200 5012 3/24/2025 Purchasing Staples $ 96.48
4103835652 5200 5012 3/31/2025 Purchasing Staples $ 33.09
4200149829 5200 2310 3/6/2025|  Mail Mail Services DEL 3 211.85
4200149830 5200, 2310 3/6/2025  Mail Mail Services FLAT $ 3.15
4200149831 5200/ 2310 3/6/2025|  Mail Mail Services HAN 67.12
TOTAL $ 5,505.00
\ \ \ \
MARCH 2025 CASH RECEIPTS

4103811378 various 03/12/25  City of San Bernardino LAFCO 3274 $ 16,278.00
4103811378 various 03/12/25| City of San Bernardino LAFCO 3275 $ 13,783.00
4103804957 various 05/05/25  Hi-Desert Water District LAFCO 3276/3277 $ 10,114.00
TOTAL $ 40,175.00
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COMPLETED BY:|MICHAEL TUER
Assistant Execut

ive Officer

~APPROVED BY:

Date:

5/12/2025

==
SAMUEL MARTINEZ 7 7
Executive Officer L et

5/12/2025
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LOCAL AGENCY FORMATION COMMISSION
FOR SAN BERNARDINO COUNTY

1601 E. 3" Street, Suite 102, San Bernardino, CA 92415-0490
(909) 388-0480 e Fax (909) 388-0481
lafco@lafco.sbcounty.gov
www.sbclafco.org

DATE: MAY 14, 2025 g ; n )

FROM: SAMUEL MARTINEZ, Executive Officer

TO: LOCAL AGENCY FORMATION COMMISSION

SUBJECT: Agenda Item #7: Review and Approve Amendment No. 2 to the
Agreement for Services with Rebecca Lowery

RECOMMENDATION:

Staff recommends that the Commission approve Amendment No. 2 to the
Agreement for Services between LAFCO and Rebecca Lowery and authorize the
Executive Officer to sign.

BACKGROUND:

In May 2023, the Commission approved the agreement with Rebecca Lowery for
professional services for administrative and clerical projects. In May 2024, Amendment
No. 1 increased her base compensation that also included an annual escalator based
on CPI" not to exceed five percent.

Amendment No. 2 increases the base compensation to $35.00 per hour commensurate
with duties performed effective July 1, 2025.

CONCLUSION:

Staff is recommending that the Commission approve Amendment No. 2 to the
agreement for services with Rebecca Lowery and authorize the Executive Officer to
sign said Amendment No. 2. LAFCO staff will be happy to answer any questions on this
item prior to or at the hearing.

Attachment: Amendment No. 2 to the Agreement for Services between LAFCO and
Rebecca Lowery

! Annual (12-month percent change) CPI for All Urban Consumers for the Riverside-San Bernardino-Ontario area.



AMENDMENT # 2
AGREEMENT FOR SERVICES BETWEEN

LOCAL AGENCY FORMATION COMMISSION

FOR SAN BERNARDINO COUNTY
AND
REBECCA LOWERY

This Amendment #2 is made and entered into this ___ day of May, 2025 by and
between the LOCAL AGENCY FORMATION COMMISSION FOR SAN BERNARDINO
COUNTY (hereinafter referred to as "LAFCQ"), organized and operating pursuant to the
Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, Government Code
sections 56000, et seq. and REBECCA LOWERY (hereinafter referred to as "Consultant").
LAFCO and Consultant are sometimes referred to herein as “Party” or the “Parties.”

A. The Parties entered into that certain Agreement for Services dated as of May 18,
2023 (“Original Agreement”) establishing the terms for the provision of administrative
and clerical projects services by Consultant to LAFCO.

B. Section 10 of the Original Agreement provides that it can be amended by a writing
signed by both Parties.

C. The Parties amended the Original Agreement on May 20, 2024 increasing the hourly
base compensation and includes future cost-of-living adjustments.

D. The Parties desire to amend the Original Agreement as set forth in this Amendment

#2.

IN CONSIDERATION OF THE MUTUAL OBLIGATIONS OF THE PARTIES AS
SET FORTH IN THIS AMENDMENT #2, THE PARTIES HEREBY AGREE TO AMEND
THE ORIGINAL AGREEMENT AS FOLLOWS:

1. Section 2 (a) of the Original Agreement is hereby deleted in its entirety replaced with
the following:

2. Compensation.

a.

The Consultant shall be paid at the rate of $35.00 per hour effective July
1, 2025, billed in increments of one-half hour. LAFCO will provide written
or oral requests for any services to be provided by Consultant. Consultant
will respond to requests made by LAFCO within 72 hours. If the task
cannot be accomplished within the specified time, Consultant will respond
via email within 48 hours on a schedule as to when the task can be
accomplished. Payments to Consultant for work performed will be made
on a bi-weekly billing basis.

Hourly rate shall increase for the services provided by Consultant on and
after July 1 of each calendar year (commencing July 1, 2026) in an
amount equal to the increase in the Consumer Price Index (CPI) for the



previous calendar year for all Urban Consumers in the Riverside-San
Bernardino-Ontario area; provided that the CPI adjustment shall be
rounded to the nearest quarter (25 cents), and further provided that the
CPI adjustment shall not exceed five percent (5%) for any year.

2. Except as amended herein, all other terms and conditions of the Original Agreement
shall remain in full force and effect.

IN WITNESS WHEREOF, the parties have executed this Amendment #2 as
of the date first written above.

LOCAL AGENCY FORMATION REBECCA LOWERY
COMMISSION FOR SAN CONSULTANT
BERNARDINO COUNTY

BY: BY:
SAMUEL MARTINEZ REBECCA LOWERY

Executive Officer

Approved as to form:

PAULA DE SOUSA, Legal Counsel
Local Agency Formation Commission
for San Bernardino County



LOCAL AGENCY FORMATION COMMISSION
FOR SAN BERNARDINO COUNTY

1601 E. 3 Street, Suite 102, San Bernardino, CA 92415-0490
(909) 388-0480 ¢ Fax (909) 388-0481
lafco@lafco.sbcounty.gov
www.sbclafco.org

DATE: MAY 14, 2025 E d zi .
FROM: SAMUEL MARTINEZ, Executive Offic

MICHAEL TUERPE, Assistant Executive Officer

TO: LOCAL AGENCY FORMATION COMMISSION

SUBJECT: Agenda Item #9: LAFCO 3273 — Annexation to the Twentynine Palms
Water District (APN 0634-121-15)

INITIATED BY:

Resolution of the Board of Directors of the Twentynine Palms Water District

RECOMMENDATION:

The staff recommends that the Commission approve LAFCO 3273 by taking the
following actions:

1. For environmental review, certify that LAFCO 3273 is exempt from the provisions
of the California Environmental Quality Act and direct the Executive Officer to file
the Notice of Exemption within five (5) days;

2 Approve LAFCO 3273, with the condition for the “hold harmless” clause for
potential litigation costs, continuation of fees, charges, assessments, etc.;

3 Waive protest proceedings, as permitted by Government Code Section 56662(d),
with 100% landowner consent to the annexation; and,

4. Adopt LAFCO Resolution No. 3418, setting forth the Commission’s
determinations and conditions of approval concerning LAFCO 3273.

BACKGROUND:

In November 2024, the Twentynine Palms Water District (hereafter the “District”)
initiated an annexation application—with 100% landowner consent—to annex
approximately 40 acres into the District. The annexation area includes Assessor Parcel



ITEM #9
LAFCO 3273 — TWENTYNINE PALMS WD

MAY 14, 2025

Number (APN) 0634-121-15, which is adjacent to the District’'s boundary generally
located at the northwest corner of Chisholm Trail and Bullion Mountain Road. The
annexation area is within the District’s northeastern sphere of influence. Location and
vicinity maps are included as Attachment #1 to this report. The map below provides a
general location of the proposed annexation area.
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The primary reason for the annexation request is to provide water service to a single-
family residence proposed to be built on the parcel. The parcel is currently not within

the District’'s boundary; therefore, annexation to the District is required in order to
receive water service.

This report will provide the Commission with the information related to the four major
areas of consideration required for a jurisdictional change — boundaries, land uses,

service issues and the effects on other local governments, and environmental
considerations.
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BOUNDARIES:

As outlined above, the annexation area includes a single parcel, APN 0634-121-15,
comprising approximately 40 acres. The annexation area is bounded by parcel lines to
the north, parcel lines and the natural extension of Bullion Mountain Road to the east,
parcel lines and the natural extension of Chisholm Trail (existing District boundary) to
the south, and parcel lines (portion of existing District boundary) to the west.

LAFCO 3273 has no boundary concern since annexation into the District is required in
order for the receipt of water service. In addition, LAFCO 3273 is adjacent to the
District’s boundary to the west and south of the property.

LAND USE:

The parcel is currently vacant. The County’s current General Plan land use designation
for the parcel is RL-10 (Rural Living, one unit per 10 acres), which allows for rural

residential development set in expansive open space areas. An aerial display of the
general vicinity is shown below:
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No change in land use is anticipated as a result of the annexation. In addition, approval
of this annexation proposal will have no direct impact on the current land use
designation for the parcel. Therefore, there are no land use concerns for this proposal.
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SERVICE ISSUES AND EFFECTS ON OTHER LOCAL GOVERNMENTS:

In every consideration for jurisdictional change, the Commission is required to look at
the existing and proposed service providers within an area. The County service
providers within the annexation area are County Service Area 70 Zone TV-4 (TV
transmission), and County Service Area 70 (multi-function entity, unincorporated
countywide). In addition, the following entities overlay the annexation area: Hi-Desert
Memorial Healthcare District (dba Morongo Basin Healthcare District), Mojave Desert
Resource Conservation District, San Bernardino County Fire Protection District and its
South Desert Service Zone and its Zone FP-5.

The application includes a plan for the extension of water service to the parcel as
required by law and Commission policy (included as part of Attachment #2 to this
report). The Plan for Service indicates that the District will provide water service to the
parcel using a 1-inch service line extension from the District’s existing 6-inch water main
in Chisholm Trail. The District has identified the estimated costs associated with the
extension of water service to the parcel:

District Acre Fee ($116.45/acre) $4,658
5/8” Meter and Capital Impact Fees $8,181
Total fees $12,839

In addition, the property owner will be responsible for construction of the necessary
extension from the existing water main.

As required by Commission policy and State law, the Plan for Service shows that the
extension of its services will maintain, and/or exceed, current service levels provided to
the parcel.

ENVIRONMENTAL CONSIDERATIONS:

As the CEQA lead agency, the Commission’s Environmental Consultant, Tom Dodson
from Tom Dodson and Associates, has indicated that the review of LAFCO 3273 is
exempt from the California Environmental Quality Act (CEQA). This recommendation is
based on the fact that the annexation will not result in any physical impacts on the
environment. Therefore, the proposal is exempt from the requirements of CEQA, as
outlined in the State CEQA Guidelines, Section 15061 (b)(3). Staff recommends that the
Commission adopt the Common Sense Exemption for this proposal. A copy of Mr.
Dodson’s analysis is included as Attachment #4 to this report.

WAIVER OF PROTEST PROCEEDINGS:

The annexation area is legally uninhabited and LAFCO staff verified that the study area
possesses 100% landowner consent to the annexation (see Attachment #3). Therefore,
if the Commission approves LAFCO 3273 and none of the affected agencies has
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submitted written opposition to a waiver of protest proceedings, staff recommends
pursuant to Government Code Section 56662(d) that the Commission waive the protest
proceedings and direct the Executive Officer to complete the action following completion
of the mandatory reconsideration period of 30-days.

CONCLUSION:

LAFCO 3273 was submitted to provide water service to APN 0634-121-15, which the
property owner is proposing to build a single-family residence on. The parcel is currently
not within the District's boundary; therefore, annexation to the District is required in
order for the receipt of water service. For these reasons, and those outlined throughout
the staff report, staff supports the approval of LAFCO 3273.

DETERMINTIONS:

The following determinations are required to be provided by Commission policy and
Government Code Section 56668 for any change of organization/annexation proposal:

1. The annexation area is legally uninhabited containing zero registered voters as
certified by the County Registrar of Voters as of April 21, 2025.

2. The County Assessor has determined that the total assessed value of land within
the annexation area is $42,598.

3. The annexation area is within the sphere of influence assigned the Twentynine
Palms Water District.

4, Legal notice of the Commission’s consideration of the proposal has been
provided through publication in the Hi Desert Star, a newspaper of general
circulation within the area. As required by State law, individual notices were
provided to all affected and interested agencies, County departments, and those
individuals and agencies having requested such notice.

5. In compliance with the requirements of Government Code Section 56157 and
Commission policies, LAFCO staff has provided individual notice to landowners
and registered voters surrounding the annexation area (totaling 25 notices).
Comments from landowners, registered voters, and other individuals and any
affected local agency in support or opposition have been reviewed and
considered by the Commission in making its determination.

6. The County’s land use designation for the annexation area is RL-10 (Rural
Living, 10 acres minimum). No change in land use is anticipated as a result of
the annexation to the Twentynine Palms Water District.
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The Southern California Associated Governments (SCAG) has adopted its 2024-
2050 Regional Transportation Plan and Sustainable Communities Strategy (RTP-
SCS), referred to as Connect SoCal 2024, pursuant to Government Code
Section 65080. LAFCO 3273 has no direct impact on SCAG’s Connect SoCal
2024.

The Local Agency Formation Commission has determined that this proposal is
exempt from environmental review. The basis for this determination is that the
Commission's approval of the annexation has no potential to cause a significant
adverse impact on the environment; and therefore, the proposal is exempt from
the requirements of CEQA, as outlined in the State CEQA Guidelines, Section
15061(b)(3). The Commission adopted the Exemption and directed its Executive
Officer to file a Notice of Exemption within five (5) days with the San Bernardino
County Clerk of the Board of Supervisors.

The annexation area is served by the following local agencies: County of San
Bernardino, Hi-Desert Memorial Healthcare District (dba Morongo Basin
Healthcare District), Mojave Desert Resource Conservation District, San
Bernardino County Fire Protection District and its South Desert Service Zone and
its Zone FP-5, and County Service Area 70 (unincorporated County-wide multi-
function agency) and its Zone TV-4.

None of these agencies are affected by this annexation proposal as they are
either regional in nature or identified for other services for the annexation area.

A plan was prepared for the extension of water service to the annexation area, as
required by law. The Plan for Service indicates that the Twentynine Palms Water
District can provide water service to APN 0631-051-28 and can maintain and/or
improve the level of service currently available. A copy of this plan is included as
a part of Attachment #2 to this report.

The Plan for Service has been reviewed and compared with the standards
established by the Commission and the factors contained within Government
Code Section 56668. The Commission finds that the Plan for Service conforms to
those adopted standards and requirements.

The annexation area can benefit from the availability and extension of water
service from the Twentynine Palms Water District.

With respect to environmental justice, the annexation proposal—which is to
provide water service to the parcel—will not result in unfair treatment of any
person based on race, culture or income.

The County of San Bernardino, acting on behalf of the Twentynine Palms Water
District, adopted a resolution indicating there will be no transfer of property tax
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revenues as a result of the annexation. This resolution fulfills the requirement of
Section 99 of the Revenue and Taxation Code.

14. The maps and legal descriptions are in substantial compliance with LAFCO and
State standards.

Attachments:

Vicinity Maps for the Annexation Proposal

Twentynine Palms Water District Application and Plan for Service
Landowner Consent Form

Tom Dodson’s Environmental Response for LAFCO 3273

Draft Resolution No. 3418

a0~
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SAN BERNARDINO LAFCO
APPLICATION AND PRELIMINARY
ENVIRONMENTAL DESCRIPTION FORM

INTRODUCTION: The questions on this form and its supplements are designed to obtain enough
data about the application to allow the San Bernardino LAFCO, its staff and others to adequately assess
the proposal. By taking the time to fully respond to the questions on the forms, you can reduce the
processing time for your proposal. You may also include any additional information which you believe is
pertinent. Use additional sheets where necessary, or attach any relevant documents.

GENERAL INFORMATION

NAME OF PROPOSAL: ANNEXATION APN #0634-121-15 ( JOHN D. RUDOMETKIN-OWNER)
2. NAME OF APPLICANT: TWENTYNINE PALMS WATER DISTRICT

APPLICANT TYPE: X Landowner X Local Agency

[] Registered Voter [] other
MAILING ADDRESS: 72401 HATCH RD. TWENTYNINE PALMS, CA 92277
PHONE: (760) 367-7546
FAX: (760) 367-6612
E-MAIL ADDRESS: mshragge@29palmswater.org

3 GENERAL LOCATION OF PROPOSAL: Mr. Rudometkin purchased a 40.09-acre lot on the
north side of Old Chisholm Trail (Squaw Road) between Monte Vista Street and Bullion

Mountain Road.

4, Does the application possess 100% written consent of each landowner in the subject territory?
YESX NO [] If YES, provide written authorization for change.

5, Indicate the reason(s) that the proposed action has been requested. Mr. Rudometkin desires to
annex this property into the District to obtain water service so that he can build a single

family residence.

LAND USE AND DEVELOPMENT POTENTIAL

1. Total land area of subject territory (defined in acres). One 40.09-acre parcel.

2. Current dwelling units within area classified by type (single-family residential, multi-family [duplex,
four-plex, 10-unit], apartments). This property is currently vacant land and has not undergone
any development to date.

3. Approximate current population within area: Zero (0).
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4. Indicate the General Plan designation(s) of the affected city (if any) and uses permitted by this
designation(s): N/A- Not annexing into a city.

San Bernardino County General Plan designation(s) and uses permitted by this designation(s):
RL-10

5. Describe any special land use concerns expressed in the above plans. In addition, for a City
Annexation or Reorganization, provide a discussion of the land use plan’s consistency with the
regional transportation plan as adopted pursuant to Government Code Section 65080 for the
subject territory: None.

6. Indicate the existing use of the subject territory. Vacant Land.

What is the proposed land use? Owner desires to build a single family residence.

7. Will the proposal require public services from any agency or district which is currently operating at
or near capacity (including sewer, water, police, fire, or schoois)? YES [_] NO X If YES, please
explain. The District is not operating at or near capacity. Therefore, this project would not
have an impact on the District’s ability to supply water to a single family residence on this
property.

8. On the following list, indicate if any portion of the territory contains the following by placing a
checkmark next to the item:

L] Agricultural Land Uses ] Agricultural Preserve Designation
L] Williamson Act Contract ] Area where Special Permits are Required
] Any other unusual features of the area or permits required:

9. Provide a narrative response to the following factor of consideration as identified in §56668(p):

The extent to which the proposal will promote environmental justice. As used in this subdivision,

"environmental justice” means the fair treatment of people of all races, cultures, and incomes with

respect to the location of public facilities and the provision of public services:
Parcel #0634-121-15, is located within the Sphere of Influence of the Twentynine Palms Water District as
determined by San Bernardino Local Agency Formation Commission. Given that this parcel is in the sphere of
influence, the owner of the parcel desires to annex in order to get access to water service, the annexation proce
positively promotes environmental justice by providing a pathway to water service while meeting the goals and
objectives of San Bernardino LAFCO.
There is another option for the property owner to drill a water well. However local geologic data and institution:
knowledge tends to support a lack of groundwater, sustainable or suitable for the development of the property.
This is the primary reason for the request to annex the parcel into the boundaries of the Twentynine Palms Wat

District.
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ENVIRONMENTAL INFORMATION

1. Provide general description of topography. Generally Flat Alluvial Plain with Light Rock
Formation. No Blue Line Streams Noted.
2. Describe any existing improvements on the subject territory as % of total area.
Residential 0% Agricultural 0%
Commercial 0% Vacant 0%
Industrial 0% Other 0%
3. Describe the surrounding land uses:
NORTH Residential and vacant desert land - private or BLM/Federal ownership
EAST Residential land - private or BLM/Federal ownership
SOUTH Residential and vacant desert land - private or BLM/Federal ownership
WEST Residential and vacant desert land - private or BLM/Federal ownership
4. Describe site alterations that will be produced by improvement projects associated with this

proposed action (installation of water facilities, sewer facilities, grading, flow channelization, etc.).

The water meter will be installed on the mainline running east to west on Old Chisholm Trail
(Squaw Road) immediately adjacent to the south property boundary. The meter will be
placed on either the southwest (SW) or southeast (SE) corner of the parcel.

5. Will service extensions accomplished by this proposal induce growth on this site? YES
NO X Adjacent sites? YES [ NO[ ] Unincorporated [_] Incorporated [ ]

6. Are there any existing out-of-agency service contracts/agreements within the area? YES ]
NQO X If YES, please identify.

7. Is this proposal a part of a larger project or series of projects? YES [ ] NOX If YES, please
explain.

NOTICES

Please provide the names and addresses of persons who are to be furnished mailed notice of the hearing(s)
and receive copies of the agenda and staff report.



(FOR LAFCO USE ONLY)

NAME: TWENTYNINE PALMS WATER DISTRICT TELEPHONE NO.: 760-367-7546

ADDRESS: 72401 HATCH ROAD TWENTYNINE PALMS, CA 92277

NAME: MR. MATTHEW SHRAGGE TELEPHONE NO.: 760-367-7546
ADDRESS: 72401 HATCH RD. TWENTYNINE PALMS, CA 92277
CERTIFICATION

As a part of this application, the TWENTYNINE PALMS WATER DISTRICT, and MATTHEW SHRAGGE
(real party in interest - landowner and/or registered voter of the application subject property) agree to
defend, indemnify, hold harmless, promptly reimburse San Bernardino LAFCO for all reasonable expenses
and attorney fees, and release San Bernardino LAFCO, its agents, officers, attorneys, and employees from
any claim, action, proceeding brought against any of them, the purpose of which is to attack, set aside, void,
or annul the approval of this application or adoption of the environmental document which accompanies it.

This indemnification obligation shall include, but not be limited to, damages, penalties, fines and other costs
imposed upon or incurred by San Bernardino LAFCO should San Bernardino LAFCO be named as a party
in any litigation or administrative proceeding in connection with this application.

As the person signing this application, | will be considered the proponent for the proposed action(s) and will
receive all related notices and other communications. | understand that if this application is approved, the
Commission will impose a condition requiring the applicant and/or the real party in interest to indemnify,
hold harmiess and reimburse the Commission for all iegal actions that might be initiated as a result of that
approval.

| hereby certify that the statements furnished above and in the attached supplements and exhibits present
the data and information required for this initial evaluation to the best of my ability, and that the facts,
statements, and information presented herein are true and correct to the best of my knowledge and belief.

pate (8- lb- 3 YN\ m/\'ﬁh«;t %;?

SIGNA

MATTHEW SHRAGGE

Printed Name of Applicant or Real Property in Interest
(Landowner/Registered Voter of the Application Subject Property)

GENERAL MANAGER/TWENTYNINE PALMS WATER DISTRICT

Title and Affiliation (if applicable)
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NAME: TWENTYNINE PALMS WATER DISTRICT TELEPHONE NO.: 760-367-7546

ADDRESS: 72401 HATCH ROAD TWENTYNINE PALMS, CA 92277

NAME: MR. JOHN D. RUDOMETKIN TELEPHONE NO.: 310-409-8130
ADDRESS: 55068 BAKER TRAIL  YUCCA VALLEY, CA 92284
CERTIFICATION

As a part of this application, the TWENTYNINE PALMS WATER DISTRICT, and JO RUDOMETKIN (real
party in interest - landowner and/or registered voter of the application subject property) agree to defend,
indemnify, hold harmless, promptly reimburse San Bernardino LAFCO for all reasonable expenses and
attorney fees, and release San Bernardino LAFCQ, its agents, officers, attorneys, and employees from any
claim, action, proceeding brought against any of them, the purpose of which is to attack, set aside, void, or
annul the approval of this application or adoption of the environmental document which accompanies it.

This indemnification obligation shall include, but not be limited to, damages, penalties, fines and other costs
imposed upon or incurred by San Bernardino LAFCO should San Bernardino LAFCO be named as a party
in any litigation or administrative proceeding in connection with this application.

As the person signing this application, | will be considered the proponent for the proposed action(s) and will
receive all related notices and other communications. | understand that if this application is approved, the
Commission will impose a condition requiring the applicant and/or the real party in interest to indemnify,
hold harmless and reimburse the Commission for all legal actions that might be initiated as a result of that
approval.

| hereby certify that the statements furnished above and in the attached supplements and exhibits present

the data and information required for this initial evaluation to the best of my ability, and that the facts,
statements, and information presented herein are true and correct to the best of my knowledge and belief.

e WASPY fz—+ |

SIGNATURE

John D. Rudometkin

Printed Name of Applicant or Real Property in Interest
{Landowner/Registered Voter of the Application Subject Property)

Land Owner/Applicant

Title and Affiliation (if applicable)
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PLEASE CHECK SUPPLEMENTAL FORMS ATTACHED:

ANNEXATION, DETACHMENT, REORGANIZATION SUPPLEMENT
SPHERE OF INFLUENCE CHANGE SUPPLEMENT

CITY INCORPORATION SUPPLEMENT

FORMATION OF A SPECIAL DISTRICT SUPPLEMENT

ACTIVATION OR DIVESTITURE OF FUNCTIONS AND/OR SERVICES FOR SPECIAL
DISTRICTS SUPPLEMENT

™

KRM-Rev. 8/19/2015
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SUPPLEMENT
ANNEXATION, DETACHMENT, REORGANIZATION PROPOSALS

INTRODUCTION: The questions on this form are designed to obtain data about the specific
annexation, detachment and/or reorganization proposal to allow the San Bernardino LAFCO, its staff
and others to adequately assess the proposal. You may also include any additional information
which you believe is pertinent. Use additional sheets where necessary, and/or include any relevant
documents.

1. Please identify the agencies involved in the proposal by proposed action:

ANNEXED TO DETACHED FROM
Twentynine Palms Water District

2. For a city annexation, State law requires pre-zoning of the territory proposed for annexation. Provide a
response to the following: N/A

a. Has pre-zoning been completed? YES (1 No[]
b. If the response to “a” is NO, is the area in the process of pre-zoning? YES [] NO []

Identify below the pre-zoning classification, title, and densities permitted. If the pre-zoning process is
underway, identify the timing for completion of the process.

N/A

3 For a city annexation, would the proposal create a totally or substantially surrounded island of
unincorporated territory?
YES [] NO [] If YES, please provide a written justification for the proposed boundary
configuration.

N/A

4. Will the territory proposed for change be subject to any new or additional special taxes, any
new assessment districts, or fees?

Not to the District’s knowledge.

5. Will the territory be relieved of any existing special taxes, assessments, district charges or
fees required by the agencies to be detached?

Not to the District’s knowledge.

1



(FOR LAFCO USE ONLY)

If a Williamson Act Contract(s) exists within the area proposed for annexation to a City, please provide

a copy of the original contract, the notice of non-renewal (if appropriate) and any protest to the contract
filed with the County by the City. Please provide an outline of the City’s anticipated actions with regard

to this contract.

N/A

Provide a description of how the proposed change will assist the annexing agency in
achieving its fair share of regional housing needs as determined by SCAG.

N/A

PLAN FOR SERVICES:

For each item identified for a change in service provider, a narrative “Plan for Service”
(required by Government Code Section 56653) must be submitted. This plan shall, at a
minimum, respond to each of the following questions and be signed and certified by an official
of the annexing agency or agencies.

A A description of the level and range of each service to be provided to the affected
territory.

B. An indication of when the service can be feasibly extended to the affected territory.

C. An identification of any improvement or upgrading of structures, roads, water or sewer

facilities, other infrastructure, or other conditions the affected agency would impose
upon the affected territory.

D. The Plan shall include a Fiscal Impact Analysis which shows the estimated cost of
extending the service and a description of how the service or required improvements
will be financed. The Fiscal Impact Analysis shall provide, at a minimum, a five (5)-
year projection of revenues and expenditures. A narrative discussion of the sufficiency
of revenues for anticipated service extensions and operations is required.

E. An indication of whether the annexing territory is, or will be, proposed for inclusion
within an existing or proposed improvement zone/district, redevelopment area,
assessment district, or community facilities district.

F. If retail water service is to be provided through this change, provide a description of
the timely availability of water for projected needs within the area based upon factors
identified in Government Code Section 65352.5 (as required by Government Code
Section 56668(k)).



CERTIFICATION

As a part of this application, the Twentynine Palms Water District, and Matthew Shragge (real party in
interest - landowner and/or registered voter of the application subject property) agree to defend, indemnify,
hold harmless, promptly reimburse San Bernardino LAFCO for all reasonable expenses and attorney fees,
and release San Bernardino LAFCO, its agents, officers, attorneys, and employees from any claim, action,
proceeding brought against any of them, the purpose of which is to attack, set aside, void, or annul the
approval of this application or adoption of the environmenta!l document which accompanies it.

This indemnification obligation shall include, but not be limited to, damages, penalties, fines and other
costs imposed upon or incurred by San Bernardino LAFCO should San Bernardino LAFCO be named as a
party in any litigation or administrative proceeding in connection with this application.

As the person signing this application, I will be considered the proponent for the proposed action(s) and
will receive all related notices and other communications. | understand that if this application is approved,
the Commission will impose a condition requiring the applicant and/or the real party in interest to
indemnify, hold harmless and reimburse the Commission for all legal actions that might be initiated as a
result of that approval.

As the proponent, | acknowledge that annexation to the Twentynine Palms Water District may result in
the imposition of taxes, fees, and assessments existing within the (city or district) on the effective date of
the change of organization. | hereby waive any rights | may have under Articles XI1IC and XIIID of the
State Constitution (Proposition 218) to a hearing, assessment ballot processing or an election on those
existing taxes, fees and assessments.

| hereby certify that the statements furnished above and the documents attached to this form present the

data and information required to the best of my ability, and that the facts, statements, and information
presented herein are true and correct to the best of my knowledge and belief.

DATE _ (2~ (b~ 33 Mo (NCeons

SIGNATU

Matthew Shragge

Printed Name of Applicant or Real Property in Interest
(Landowner/Registered Voter of the Application Subject
Property)

General Manager/Twentynine Palms Water District

Title and Affiliation (if applicable)



(FOR LAFCO USE ONLY)

CERTIFICATION

As a part of this application, the Twentynine Palms Water District, and John D. Rudometkin (real party in
interest - landowner and/or registered voter of the application subject property) agree to defend, indemnify, hold
harmless, promptly reimburse San Bernardino LAFCO for all reasonable expenses and attorney fees, and
release San Bernardino LAFCO, its agents, officers, attorneys, and employees from any claim, action,
proceeding brought against any of them, the purpose of which is to attack, set aside, void, or annul the approval
of this application or adoption of the environmental document which accompanies it.

This indemnification obligation shall include, but not be limited to, damages, penalties, fines and other costs
imposed upon or incurred by San Bernardino LAFCO should San Bernardino LAFCO be named as a party in
any litigation or administrative proceeding in connection with this application.

As the person signing this application, | will be considered the proponent for the proposed action(s) and will
receive all related notices and other communications. | understand that if this application is approved, the
Commission will impose a condition requiring the applicant and/or the real party in interest to indemnify, hold
harmless and reimburse the Commission for all legal actions that might be initiated as a result of that approval.

As the proponent, | acknowledge that annexation to the Twentynine Palms Water District may result in the
imposition of taxes, fees, and assessments existing within the (city or district) on the effective date of the
change of organization. | hereby waive any rights | may have under Articles XIIIC and XIID of the State
Constitution (Proposition 218) to a hearing, assessment ballot processing or an election on those existing
taxes, fees and assessments.

I hereby certify that the statements furnished above and the documents attached to this form present the data
and information required to the best of my ability, and that the facts, statements, and information presented
herein are true and correct to the best of my knowledge and belief.

//"/n ) )
oare 1[0/ N N —
( SIG

NATURE

John D. Rudmoetkin

Printed Name of Applicant or Real Property in Interest
(Landowner/Registered Voter of the Application Subject Property)

Land Owner/Applicant

Title and Affiliation (if applicable)

/REVISED: krm - 8/19/2015



TWENTYNINE PALMS WATER DISTRICT

INDEMNIFICATION AGREEMENT BY PROPERTY OWNER IN FAVOR OF TWENTYNINE PALMS
WATER DISTRICT (DISTRICT) IN CONNECTION WITH THE DISTRICT’'S SAN BERNARDINO LAFCO
APPLICATION FOR ANNEXATION OF THE PROPERTY OWNER’S PROPERTY TO THE DISTRICT’S
SERVICE TERRITORY FOR WATER SERVICE

In consideration for the LAFCO application filed by Twentynine Palms Water District (District)
for the benefit of the undersigned Property Owner in order for the Property Owner to connect
to the District’s water system for water service to the Property Owner’s property located at:

APN: 0634-121-15

A 40 Acre Vacant Lot on Old Chisholm Trail (Squaw Road) at Bullion Mountain
(Northwest Corner)

The Property Owner agrees as follows:

The Property Owner shall be responsible for all fees, costs and expenses (LAFCO Costs) incurred
by the District in connection with the District’s LAFCO application mentioned above which, if
successful, should enable the Property Owner to apply for a water connection to and water
service from the District. Such LAFCO Costs include any fees, costs, and expenses charged by
LAFCO and any attorneys’ fees charged by LAFCO or incurred by the District in connection with
the District’s LAFCO application. Such costs and expenses are in addition to the regular payment
by the Property Owner of the District’s water rates, fees, and charges for such water
connection and water service.

In addition, the Property Owner and the District agree that the District shall, to the extent
permitted by law, be fully protected from any loss, injury, damage, claim, lawsuit, cost,
expense, attorneys’ fees, litigation costs, defense costs, court costs, or any other costs arising
out of or in any way related to the District’s LAFCO application or any third party legal challenge
to the Agency’s LAFCO application. Accordingly, the provisions of this indemnity provision are
intended by the parties to be interpreted and construed to provide the fullest protection
possible to the District.

Therefore, the Property Owner shall defend, indemnify, and hold harmless the District (with
legal counsel chosen by the District), its employees, agents, and officials, from any liability,
claims, suits, actions, arbitration proceedings, administrative proceedings, regulatory
proceedings, losses, expenses, or costs of any kind, whether actual, alleged or threatened,
including actual attorney’s fees incurred by the District, courts costs, interest, defense costs
including expert witness fees, and any other costs or expenses of any kind whatsoever, without
restriction or limitation, incurred in relation to, as a consequence of or arising out of, or in any

LAFCO Application — Annexation Indemnification Agreement APN 0634-121-15

72401 Hatch Road, Twentynine Palms, California 92277 « 760-367-7546 ¢ Fax 760-367-6612 » www.29palmswater.org



way attributable actually, allegedly or impliedly, in whole or in part, in connection with the
District’s LAFCO application. All obligations under this provision are to be paid by Property
Owner as they are incurred by the District.

Each of the persons signing below represent that they have the authority to act on behalf of the
respective parties to this indemnification agreement and to bind those parties to the
obligations of this agreement.

Executed in Twentynine Palms, California on the date indicated by each signature below.

Property Owner Twentynine Palms Water District
/—’\F_/ i i

J| he Mo \(\}SLN%
By: :_rb"“" rb JZUG{QTY‘ka'm By: Matthed S\z\\rmﬁn

Date: H/Zﬁ/l‘-’ Date: ({-935-a4

LAFCO Application — Annexation Indemnification Agreement APN 0634-121-15

72401 Hatch Road, Twentynine Palms, California 92277 » 760-367-7546 ¢ Fax 760-367-6612 * www.29palmswater.org
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TWENTYRINE PALMS WATER DISTRICT

San Bernardino Local Agency Formation Commission
PLAN OF SERVICE REPORT- ANNEXATION OF PARCEL #0634-121-15

October 2024

Prepared on Behalf of Applicant/Property Owner: John D. Rudometkin
By

Twentynine Palms Water District

Matthew Shragge

Twentynine Palms Water District

72401 Hatch Rd.

Twentynine Palms, CA

92277

| certify the information
contained in this Plan of Service
Report is accurate to the best of my
knowledge.

) =




SUMMARY:

This Plan for Service was prepared in accordance with Government Code Section 56653 and is
included as an attachment to the application for annexation of Assessor Parcel No. 0634-121-15
(40.09- acres located north of Old Chisholm Trail between Monte Vista street and Bullion
Mountain Road, Twentynine Palms, CA).

The annexation was requested by the property owner, John D. Rudometkin. Twentynine Palms
Water District will serve as the applicant on behalf of the landowner.

Mr. Rudometkin recently purchased this vacant 40-acre parcel with the understanding that the
parcel would require annexation from the District’s Sphere of Influence into its service territory in
order to access water service from the Twentynine Palms Water District.

The annexation is for one single parcel and one water meter which is the basis for this Plan of
Service in meeting the minimum requirements for such under the LAFCO guidelines.

A. Level and Range of Service to be Provided: The property owner is seeking access to
water service form the Twentynine Palms Water District. To the District’s knowledge,
there would be no other entity that would be providing a “service” for which LAFCO
would be required to approve (ie. sewer service).

The level of service would be provided through a 1-inch water service and a 5/8-inch
water meter installed at the southern edge of the property connected to an existing 6-
inch water main.

B. Discuss When Service can be Feasibly Extended to the Parcel: The parcel in
guestion lies adjacent to an existing 6-inch water mainline. The only additional work
needed is to install the 1-inch service line and 5/8-inch meter. Once the annexation
proceeding are completed to bring the parcel into the District’s service territory, the water
meter and service line can be installed within three weeks of that request.

C. Identify and Improvements or Upgrades the District would Impose on the
Territory: There would be no additional infrastructure needed to serve this parcel.

D. Fiscal Impact Analysis: The District has the capacity to serve this parcel. The fiscal
impact of adding one additional service connection would not be significant and is within
the projected annual growth for the District. The District’s 2020 Rate Study and 2021
Water Capital Facility Study were designed to adequately fund the District’s future
operations moving forward. The District’s Rate Study includes a 20 year financial plan
that forecasts the District’'s water utility revenues and expenditures, including reserves.




The District’s 2020 Rate Study was received and approved October 28, 2020 and the
2021 Water Capital Facility Study was received and approved February 24, 2021. Both
studies are submitted as Appendix to this report.

. Annexing Parcel to Existing Improvement District: This parcel would be part of the
Cooper Area pressure zone 2080. The Cooper Area was known as Assessment District
4 and was annexed into the District in 1987. (LAFCO Resolution No. 2105)

. Water Availability to Parcel: Upon finalization of approvals by San Bernardino LAFCO
to annex the territory (a single 40.09-acre parcel) and payment of fees applicable to
initiating water service, the District can install the needed improvements within
approximately three weeks.




APPENDICES
Water Rate Study Finding - Financial Plan and Resulting Rate Study, NBS Government, October
2020 - Received and filed by the Board of Directors on October 28, 2020.

Water Capital Facility Fee Study Findings, NBS Government, February 2021, Received and filed
by the Board of Directors on February 24, 2021.

Ordinance No. 99 Adoption of New or Increased Fees, adopted December 16, 2020.
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DRAFT TECHNICAL MEMORANDUM

TO: RAY KOLISZ, GENERAL MANAGER, TWENTYNINE PALMS WATER DISTRICT
CINDY BYERRUM, MPA, CPA, EIDE BAILLY CONSULTING GROUP

FROM: KIM BOEHLER, NBS DIRECTOR
JORDAN TAYLOR, NBS CONSULTANT

SUBJECT: WATER RATE STUDY FINDINGS

DATE: OCTOBER 2, 2020

SECTION 1. PURPOSE

Twentynine Palms Water District (District, Utility) retained NBS to update the 2015 Water Rate Study
that we completed for the District. This memo summarizes the updated rate analyses, including
projected revenues and expenditures, net revenue requirements, cost-of-service analyses, and the new
water rate alternatives. Findings documented in this memo focus on strategies for meeting the District’s
revenue requirements in order to fully fund the forecasted operations and planned capital improvement
expenditures in @ manner that is fiscally sustainable, complies with industry standard cost-of-service
principles, and minimizes projected rate increases.

Tables and descriptions of the financial plan, along with the resulting rates, are presented in this
technical memo. More detailed results of this rate study are provided in the appendix.

SECTION 2. OVERVIEW OF THE RATE STUDY

Comprehensive rate studies such as this one typically include three components: (1) preparation of a
financial plan which identifies the net revenue requirements for the utility; (2) analysis of the cost to
serve each customer class, and; (3) the rate structure design. These steps are shown in Figure 1 and are
intended to follow industry standards and reflect the fundamental principles of cost-of-service rate
making embodied in the American Water Works Association (AWWA) Principles of Water Rates, Fees,

helping communities fund tomorrow



and Charges?, also referred to as the Manual M1. They also address requirements under California
Constitution article XIll D, section 6 (commonly referred to as Proposition 218) that rates not exceed the
cost of providing the service and be proportionate to the cost of service for all customers.

FIGURE 1. PRIMARY COMPONENTS OF A RATE STUDY

COST-OF-SERVICE
ANALYSIS

FINANCIAL PLAN/
| REVIEW REQUIREMENTS

3 RATE DESIGN

Step 1: Financial Plan/
Revenue Requirements -
Compares current sources

Step 2: Cost-of-Service Analysis
— Proportionately allocates the
revenue requirements to the

Step 3: Rate Design - Considers
what rate structure alternatives
will best meet the District’s

needs to collect rate revenue
and to proportionately allocate
the costs of service from each
customer class.

and uses of funds and
determines the revenue
needed from rates and

customer classes in compliance
with State Law.

In terms of the chronology of the rate study, these three steps represent the order in which they are
generally performed. Tables for each of the water rate study components are provided in the Appendix
included at the end of this technical memorandum.

SECTION 3. KEY RATE STUDY FINDINGS

3.1 FINANCIAL PLAN

It is important for municipal utilities to follow sound financial management practices. This includes
developing and adopting water rates that are fair and equitable, meet annual revenue requirements,
maintain reasonable reserves, adequately fund working capital, promote good credit ratings, and
comply with industry standards.

The following is a summary of the current financial state of the water utility:

o Meeting Revenue Requirements: The Water Utility is in a financial position where there is
currently enough revenue to cover operating expenses; however, the District is not able to pay
for necessary capital improvement projects over the long-term and maintain reserves at
sufficient levels. Under its adopted budget and implicit levels of service, operating expenses are
projected to be approximately $4.6 million and planned capital expenditures are $3.3 million for
Fiscal Year 2020/21. Annual revenues that may be applied toward these expenditures are
projected to total just over $5 million, which is primarily from water rates and the water

! principles of Water Rates, Fees, and Charges, Manual of Water Supply Practices, M1, AWWA, seventh edition,
2017.
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availability assessment. Without changes to current water rates, the District is faced with a
deficit of nearly $2.9 million in the current fiscal year, because current rates will not be able to
fully fund the District’s capital improvement program and the annual deficit is projected to
continue in future years. It is important for the District to ensure rates will be sufficient to fund
capital improvements and investments in the long run. Without an increase to existing rates,
this will not be possible. This is not a sustainable position and it should be remedied.

e Maintaining Reserve Funds: The District should maintain sufficient operating and capital
reserves. Currently, reserves are not adequate to meet the adopted reserve targets. The District
should adopt a plan that will provide the revenue necessary to build reserves up to the
appropriate levels over time. NBS recommends the following reserve targets:

o Operating Reserve — An Operating Reserve is intended to maintain financial viability by
providing a “cash cushion” for normal operations in the event of any short-term or
unanticipated fluctuation in revenues and/or expenditures. The District should maintain
an Operating Reserve equal to six-months (or 50%) of the annual operating expenses for
the utility, or $2.17 million (in 2020 dollars).

o Capital Rehabilitation and Replacement Reserve — It is a best management practice to
annually set aside funds in a Capital Replacement Reserve for ongoing and future
system repair, rehabilitation, and replacement. The District should maintain a minimum
of six percent of the Utility’s net assets plus the annual capital improvement budget in
this reserve. If ratepayers can generate revenues to maintain the reserve balance at this
level, they will have reserved a cash resource that can be applied toward future
replacement and rehabilitation needs. This six percent of net assets plus the annual
capital improvement budget equates to approximately $3.36 million (in 2020 dollars).

e Capital Improvement Program: The District must also be able to fund necessary capital
improvements for the District to maintain current service levels. District staff has identified
roughly $7 million (current year value) in planned capital improvements for the District’s water
system for FY 2020/21 through 2024/25. Without the rate adjustments recommended in this
study, the District will not be able to sufficiently fund planned capital improvements.

3.2 WATER UTILITY REVENUE REQUIREMENTS

To identify the District’s long-term financial needs, NBS developed a 20-year financial plan that forecasts
water utility revenues and expenditures, including reserves. The financial plans are based on the
District’s Fiscal Year 2020/21 operating budget for the Utility, discussions with District staff, and related
information such as financial statements and capital improvement plans. The rate alternatives proposed
in this study are inclusive of the projected costs of inflation. The cost inflation factors used in this study
were developed in conjunction with District Staff and are shown in Figure 2.

DNBS



Figure 2. Cost Inflation Assumptions

Cost Inflation Factors *
Customer Growth °
General Cost Inflation
Salary Cost Inflation
Benefit Cost Inflation

OPEB Liability Cost Inflation
Past Unfunded OPEB Liability Cost Inflation
Electricity Cost Inflation - Source of Supply
Electricity Cost Inflation - Pumping
Electricity Cost Inflation - Other

Chemical Cost Inflation - Treatment Wells
Chemical Cost Inflation - Treatment Facility
Conservation (Water sales decline)

0.00%
2.00%
0.00%
5.00%
6.00%
6.00%
3.00%
3.00%
3.00%
3.00%
3.00%
0.00%

0.00%
2.00%
5.00%
5.00%
6.00%
6.00%
3.00%
3.00%
3.00%
3.00%
3.00%
0.00%

2. Customer growth is preliminarily estimated at 0%.

0.00%
2.00%
5.00%
5.00%
6.00%
6.00%
3.00%
3.00%
3.00%
3.00%
3.00%
0.00%

0.00%
2.00%
5.00%
5.00%
6.00%
6.00%
3.00%
3.00%
3.00%
3.00%
3.00%
0.00%

il | 000%
1. Inflation factors are per District 2020/21 Adopted Budget (source file: 29 Palms Adopted Budget FY 2020-21.xlsm, Assumptions tab).

| Fr 2020721 | Fy 2021/22 | Fy 2022723 | Fv 2023724 | Fy 2024/25

0.00%
2.00%
5.00%
5.00%
6.00%
6.00%
3.00%
3.00%
3.00%
3.00%
3.00%

Figure 3 summarizes the five-year financial plan, showing a more traditional “sources and uses” of
funds, along with the estimated annual surplus or deficit; Figure 4 summarizes water revenues for the
next seven years under currents rates and proposed rate increase alternatives compared to the District’s
expenses. There are two Financial Plan alternatives for the District’s consideration that are structured

to collect additionl revenue as follows:

¢ Alternative 1 — the goal is to collect 8% more revenue from rates overall each year through FY

2024/25.

e Alternative 2 — the goal is to collect 10% more revenue from rates overall each year through FY

2024/25.

Figure 5 summarizes seven years of projected ending cash balances compared to recommended reserve
targets for the two proposed rate increase alternatives. The additional two years past the Prop 218 rate
period are shown to demonstrate that cash reserves are projected to meet targets levels in FY 2026/27
under the 8% rate increase alternative. Under the 10% rate increase alternative, cash reserves are
projected to meet target levels in FY 2025/26.

ONBS
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Figure 3. Summary of Five-Year Financial Plan

Summary of Sources and Uses of Funds and Net

Projected

Revenue Requirements

FY 2020/21

FY 2021/22 | Fv 2022/23

FY 2023/24

FY 2024/25

Sources of Water Funds
Rate Revenue Under Prevailing Rates® $ 4,640,400 | S 4,640,400 | $4,640,400 | $4,640,400 | S 4,640,400
Water Availability Assessment 578,900 578,900 578,900 578,900 578,900
Miscellaneous Fees 124,100 158,900 177,300 191,800 201,600
Interest Earnings 110,000 110,600 111,200 111,800 112,400
Total Sources of Funds $ 5,453,400 | $ 5,488,800 | $5,507,800 | $5,522,900 | $ 5,533,300
Uses of Water Funds
Operating Expenses $ 4,669,100 | $ 4,956,100 | $5,034,200 | $5,378,700 | $ 5,423,600
Debt Service 243,732 243,732 243,733 243,734 243,735
Rate-Funded Capital Expenses 2,995,000 1,400,800 965,419 704,809 979,193
Total Use of Funds $ 7,907,832 | $ 6,600,632 | $6,243,352 $G,§27,243 $ 6,646,527
Surplus {Deficiency) before Rate Increase , $(2,454,432)| $(1,111,832)| $ (735,552)| $ (804,343) I ${1,113,227)
***** cquirement® | $7,526132 | § 55,408,952 | $5,480,443 | § 5,792,127 |

2. Total Use of Funds less non-rate revenues and interest earnings. This is the annual amount needed from water rates.

Figure 4. Summary of Revenue Requirements and Existing vs. Increased Rates

$S9mil.
Five Year Rate Period
\ - o= = =
$8mil. —{— =1 —
es00000
o ®
$7mil. | e ®
* L J —
|
| I
S6mil. i — S
2
S SSmil
P~
©
o0
8
= Samil -
=3
=
e
<
S3mil.
I Rate Funded Capital Expenses
i Debt Service
$2mil. - == 03M Expenses
‘ s Revenues under Existing Rates
S1mil. e ¢ o Revenues under Increased Rates (8%)
am Revenues under Increased Rates (10%)
Smil. +— —

FY 2020/21 FY 2021/22
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Figure 5. Summary of Ending Cash Balances vs. Recommended Reserve Targets

$10mil. _—
Five Year Rate Period
$9 mil. ) —
$8 mil.
S7 mil.
$6 mil.
S5 mil.
$4 mil.
$3 mil.
$2mil. - .| mmm Ending Cash Balance (8%)
mmm Ending Cash Balance (10%)

$1 mil, T ===e Minimum Target Reserve Balance ‘_Q‘ .

o | . N |

FY 2020/21 FY 2021/22 FY 2022/23 FY 2023/24 FY 2024/25 FY2025/26 FY 2026/27
Fiscal Year Ending June 30

3.3 CAPITAL IMPROVEMENT PROGRAM

The District has a five-year Capital Improvement Program with approximately $7 million {current value)
in planned capital projects for the District’s water system. Figure 6 shows the list of capital projects that
were factored into the financial plans and the amount planned for Fiscal Year 2020/21 through 2024/25.
Project costs are listed in current and future values; future values reflect the estimated cost of each
project in the year the project is planned, including projected cost inflation of 3% per year, per the
Engineering News Record Construction Cost Inflation Index?.

2 See Appendix Tables 13 for the detailed capital project costs that include projected cost inflation and Table 14 for
the cost inflation factors applied to project costs.

ONBS
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Figure 6. Five-Year Capital Improvement Program

Project Description | Fr 2020/21 | Fy 2021/22 | FY 2022/23 | FY 2023/24 | FY 2024/25
District Projects
GW Mgmt. Plan & Urban Water Mgmt. Plan S 100,000 | § -8 47,741 | % -8 -
Treatment Feasibility & Exploration Costs 35,000 . - 168,826
Vulnerability Assessment AWIA 45,000 - [
Standard Drawings Update 25,000 - - = -
Salt Nutrient Monitoring Wells\Sampling 50,000 - 106,090 - 112,551
Asset Management Plan 50,000 - = &
USGS Study\Feasibility Study 25,000 - -
Centralized Sewer Planning\Groundwater Analysis - - 106,090
Master Plan Updates 85,000 - - -
Subtotal : District Projects | $ 415,000 | § -8 259,921 | § - | 8 281,377 |
Capital Improvement Plan
Chromium VI and Fluoride for Well 11B $ 1,000,000 | $ -8 -1s -8 -
Fluoride Variance (Expiring) - TP-2, W12, W16 1,000,000 - - - -
AMI/AMR* {see footnote) 300,000 - - - ‘ -
Emergency Intertie Connection - 257,500 | - - -
Pay Meter Station Upgrade - - 132,613 - -
Subtotal : Capital Improvement Plan | $ 2,300,000 | $§ 257,500 | $ 132,613 | § -8
Repairs, Rehabilitation, & Maintenance
Plant 6 Electrical and Well Upgrade $ 25000 (% S -| S -1$
Emergency Repairs, Unspecified 75,000 61,800 79,568 81,955 50,041
Repiping/Distribution System Upgrades 75,000 77,250 79,568 87,418 90,041
Reservoir Recoating / Cathodic Protection 20,000 - 196,964
Large Meter Replacement Program 30,000 - .
Well Rehabilitation 92,700 - 98,345 - ‘
Fluoride Plant Instrumentation\Coating\ SCADA 10,000 25,750 106,090 27318 28,138 [
Upgrades |
Distribution SCADA System - - - 163,909 -
Treated Water Reservoir Coating 50,000 618,000 < - -
Campbell Reservoir Road Paving\Seal Coating 100,000 - 21,855 -
Hansen Booster Station 159,135 -
Stock well Booster Station - 36,050 - -
Cactus Booster Station - - 42,436 - -
Lupine Booster Station = ¥ 43,709 - :
2400 Booster Station - 128,750 - = 45,020
Subtotal : Total Repairs & Maintenance | $ 385,000 | $ 1,040,300 | $ 466,796 | $ 524,509 | $ 450,204
Capital Qutlay
Vehicle/Equipment Replacements $ 40,000 (S 46350 S5 63,654 S 65564 S§ 45,020
Computer/Technology Replacements 30,000 10,300 10,609 49,173 22,510 |
GIS 20,000 10,300 21,218
Administrative Building\Office Remodel 35,000 10,300 10,609 - 11,255 :
Energy Efficiency Projects 35,000 e 27,318 &
One-Time Existing Conditions Sampling Event 20,000 38,245 - |
Parking Lot Seal\Paving 15,000 25,750 - - 168,826
Subtotal : Total Capital Outlay | $ 195000 |5 103,000 § 106,090 $ 180,300 S 247,612 |
Total: Capital Improvement Program Costs 3,295,000 | $ 1,400,800 | $ 965,419 | § 704,800 | § 979,103
|_{Future-Year Dollars) |

The District is planning to fully cash-fund the planned capital expenditures with a combination of
existing reserves and rates, thereby avoiding the need for debt financing.

SECTION 4. CURRENT VS. UPDATED WATER RATE
4.1 FIXED AND VARIABLE COSTS

The updated water rates developed in this study are structurally the same as the District’s existing rates,
which consist of a fixed service charge by meter size and a uniform commodity charge per one hundred
cubic foot (HCF) of consumption that is the same for all customers. However, there is a different
commodity charge for customers receiving non-potable water and those using potable water from the
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District’s pay station, in addition to a different fixed charge for non-potable customers. The non-potable
and pay station commodity rates reflect the differences in the cost of service for those customers, which
is described in Section 4.3 of this technical memo.

Ideally, utilities should recover all of their fixed costs from fixed charges and all of their variable costs
from volumetric charges, because fluctuations in water sales revenues would be directly offset by
reductions or increases in variable expenses. Additionally, it also provides greater revenue stability.
However, other factors are often considered when designing water rates such as community values,
water conservation goals, ease of understanding, and ease of administration.?

Fixed costs generally consist of costs that a utility incurs to serve customers irrespective of the amount
of water they use.* These include (1) the infrastructure (capacity-related facilities) required to provide
service to customers, (2) costs associated with the peaking requirements, or maximum demand which
affects the maximum size of water supply, treatment and delivery system, and (3) administrative and
billing costs associated with meter reading, postage and billing.

Variable costs are those that change as the volume of water produced and delivered changes. These
commonly include the costs of chemicals used in the treatment process, energy related to pumping for
transmission and distribution, and source of supply.

Appendix Tables 15-17 show how the District’s expenses were classified and allocated to the different
functions of water service, which translate to fixed and variable charges. Most costs are allocated to
multiple functions of water service because costs are rarely 100% allocable to fixed or variable
categories. For example, the majority of the source of supply labor costs are allocated equally to
commodity and capacity costs and a small portion is allocated to non-potable and pay station water
based on the amount of water delivered to these customers, which is shown in Appendix Table 18. The
classification (i.e., functionalization) of costs allows us to better allocate the classified costs to the cost
causation components, as described in Section 4.2 of this memo. Figure 7 below shows the types of
costs that are fixed vs. variable.

Figure 7. Fixed vs. Variable Costs

Fixed Costs Variable Costs
Capacity Commodity
Customer Non-Potable

Fire Protection Pay Station

Capacity related costs are those costs associated the maximum demand required at one point in time or
the maximum size of facilities required to meet this demand. Customer related costs are costs
associated with having a customer on the water system, such as meter reading, postage and billing. Fire
protection costs are those costs associated with providing sufficient capacity in the system for fire

3 principles of Water Rates, Fees, and Charges, Manual of Water Supply Practices, M1, American Water Works
Association, Seventh Edition, see pp. 5 and 96.
4 Ibid, pp. 137-138.
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meters and other operations and maintenance costs of providing water to properties for private fire
service protection. Commodity related costs are those costs associated with the total 