Dan Woolery, James Rickert, Ronnean Lund,

President, Division 3 Vice President, Division 5 Director, Division 1
Audie Butcher, Steve McCarley, Daniel Ruiz
Director, Division 2 Director, Division 4 General Manager

SPECIAL BOARD MEETING

Agenda
December 6, 2024, 8:30 am
1887 Howard Street, Anderson (Council Chambers)

1. Call To Order
2. Flag Salute

3. Public Participation

Time set aside for members of the public that wish to address the Board regarding matters of the District within the
jurisdiction of the Board. Individuals are requested to limit comments to a maximum of three minutes.

4. Business Items
a. Proposed Drought Protection Program (/nformation Item Only — No Action Will Be Taken)

i. Background on Project Need and Status of Environmental Review

i. Schedule for Additional Board Discussions and Timing of Potential Execution of Drought
Protection Program Contract

b. Proposition 218 Special Benefit Assessment (Action May Be Taken)

i. Review and Discuss Approving draft Engineer’s Report for Potential Anderson-Cottonwood
Irrigation District Special Benefit Assessment

i. Review and Discuss Proposition 218 election process schedule.

iii. Review and Discuss authorizing District General Manager to work with Provost & Pritchard
to develop a landowner outreach and education approach and prepare a proposal detailing

the scope of services requested.

5. Closed Session
a. PUBLIC EMPLOYEE EMPLOYMENT AND/OR PERFORMANCE EVALUATION (Government Code §

54957)
Title: General Manager Evaluation

6. Adjourn

2810 Silver Street, Anderson, CA 96007 | Phone: 530-365-7329 | Fax: 530-365-7623

www.andersoncottonwoodirrigationdistrict.org
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Drought Protection
Program Outline

Temporary Program as Part of Long-Term Operations
(LTO) for the Central Valley Project

Sacramento River

SETTLEMENT CONTRACTORS

A Plan for Critically Dry Years

The Drought Protection Program (DPP) is a water reduction and infrastructure improvement agreement
between the U.S. Bureau of Reclamation (Reclamation) and the Sacramento River Settlement Contractors
(Settlement Contractors) and implements a voluntary water conservation and water acquisition program

over the next two decades in response to drought conditions at Shasta Lake.

Goal

The DPP is a series of
Balancmg Water Needs actions and investments that

for Multiple Benefits will lead to improved surface

water reliability in future

years to benefit our farms,

communities, economy and

environment.

wildiire /




Drought Protection Program OUTLINE Sacramento River

SETTLEMENT CONTRACTORS

Why We Need the DPP

The DPP is needed to avoid repeating the devastating effects of 2022 when the Avoiding a
Settlement Contractors received an 18% water supply from Reclamation. This Repeat Of
resulted in 370,000 acres of farm land fallowed in the Sacramento Valley and little 2022

water for communities, fish and wildlife. The DPP provides improved certainty for

water deliveries for all these purposes in future droughts, as well as funding for

+18% delivered to farms,
wildlife refuges

improving water supply infrastructure to help water management in all year types.

Unpredictable water years (e.g., 2022) can lead to decisions by state and federal

+ 370,000 acres fallowed

agencies and courts that can result in reductions to water supply that have

devastating effects on the Sacramento Valley. + $1.3 billion hit to
regional economy

+ Low salmon survival rates
+Communities

implemented water
conservation measures

OUTLINE 2



Drought Protection Program OUTLINE

Sacramento River

SETTLEMENT CONTRACTORS

When Does This Occur?

The DPP’s water supply action is triggered only when hydrologic conditions at

Shasta Lake hit specified critically dry year criteria over the next 20 years.

These specified hydrologic conditions would have occurred seven times in the
last 100 years (7% of the time). With the more recent drought periods we have
experienced, this would have occurred in three of the last 10 years (2014, 2021,

2022). Previous to 2014, it would not have occurred since the early 1990s.

In these defined years between now and 2045, Settlement Contract supplies
would be reduced to as low as 50%. Contract performance would be similar to
2014, 2015, 2021 and 2022 with flexibilities to allow the Settlement Contractors
to best use their reduced contract supplies including shifting contract amounts

between months to best meet demands.

“Phase One Program Year” shall mean when all the following conditions are

satisfied by April 15 in any Year during Phase One:

1. Forecasted end-of-April Shasta Lake storage is less than 3.0 million acre-feet;

2. Forecasted end-of-September Shasta Lake storage is less than 2.0 million acre-feet;

3. Combined actual and forecasted natural inflow to Shasta Lake from October 1
through April 30 is less than 2.5 million acre-feet; and
4. Reclamation forecasts a Critical Year under the Settlement Contracts.

*Note: for Phase 2, only the 3rd and 4th points above would apply.

DPP
Water Supply
Actions

Conditions would have
been triggered seven times
in the last 100 years.

OUTLINE



Drought Protection Program OUTLINE

Sacramento River

SETTLEMENT CONTRACTORS

How Does it Work?

The DPP has two, ten-year phases, while the parties commit to implement these
actions and working collaboratively on the holistic Winter-Run Action Plan (WRAP)

to help recover salmon.

* Phase 1: (2025-2035): the Settlement Contractors would reduce
contract supply by up to 500,000 acre-feet during years the hydrologic

conditions triggers are met.

* Phase 2: (2035-2045): the Settlement Contractors would reduce
contract supply by up to 100,000 acre-feet during years the hydrologic

conditions triggers are met.

* The water supply actions result in “Program Water”

Program Water

« The water supply action is a temporary added reduction in contract supply (in
addition to the existing contract reductions under the Settlement Contracts for the

specific year type).

The “Program Water” is deemed equivalent to a reasonable and beneficial use
of water, however, the water supply action does not reflect any change to the
underlying water rights. The current Settlement Contracts will remain in place
under the DPP.

As the DPP is implemented and Shasta Lake is operated to meet 2.0 million acre-
feet of storage at the end of September, the Settlement Contractors will receive at

least 50% of total contract supply.

The Settlement Contractors will coordinate their diversions with Reclamation to

ensure an adequate flow release schedule from Shasta Lake to meet their needs.

If hydrologic conditions triggers are met during Phase 1 that would call for
reductions that exceed a cumulative of 500,000 acre-feet of Program Water
(but no more than 50% reductions in any given year), any further reductions are

contingent upon completing WRAP milestones.

OUTLINE

Program
Water
Defined

As listed in this document,
“Program Water”
represents the total
amount of water reduced
from Settlement Contract
totals when the water
supply action is triggered.

Protects
Water Rights

Settlement Contractors will
receive at least 50% of total
contract supply.

Members to be

compensated for water

reductions.




Drought Protection Program OUTLINE Sacramento River

SETTLEMENT CONTRACTORS

Reclamation
to make
$112-million
Investment
for Drought
Resiliency

* Improve and expand

Funding Summary

conjunctive management

Reclamation will provide $250 million to the Sacramento River Settlement Contractor

* Pipe or line open canals
non-profit Corporation which will then disburse that funding to the SRS contractors

. . * Expand recirculation systems
based on contract amounts (assuming all contractors sign the agreement.) The

funding will be provided in two installments, the first installment payment of $225 * Upgrade irrigation systems
Million will be made upon execution of the Agreement in early 2025, with the * Infrastructure improvements

remaining $25 Million to come from Reclamation appropriations withing the first 10 - Automation of gates

years of the agreement. Of the $225 million, at least fifty percent (50%) or $112.5 and canals

million will need to be spent on water supply projects.

Water for the Environment

16% Critical
30% | 13% 19% 22% 9% " 7%
0vears | et soove  Toeow - Hon dma | shawz
Frequency .
+DPP Triggers

500,000
g
§ 400,000 Drought
S Protection
L
)
g 200,000 ——  Healthy Rivers and Landscapes ——— 5(;J0p(t)c())0

100,000 100,000 100,000 Acre-Feet

Acre-Feet Acre-Feet

Note: Existing Shasta Critical Year reductions from 100% to 75% supply are not shown here.
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Drought Protection Program OUTLINE Sacramento River

SETTLEMENT CONTRACTORS

When Program Water Years are Defined

On March 15, Reclamation will provide an initial forecast based on a 90% exceedance level to the Settlement Contractors
to define whether the conditions trigger a water supply action, including the initial quantity of “Program Water.” This
information will be updated by April 15 with Reclamation identifying the final amount of “Program Water.” This timing

ensures operational certainty for growers as planting decisions are made.

By July 15, Reclamation will provide an updated forecast (based on 90% exceedance level) for the end of September Shasta
Lake storage. If the forecast is greater than 2.0 million acre-feet, the “Program Water” that creates storage above 2.0 maf will
be available to the Settlement Contractors for their use. If Shasta Lake end of September storage is forecasted to be less than

2.0 maf, Reclamation and the Settlement Contractors will meet and confer on operations for the remainder of the water year.

Creating Higher Carryover Storage

During the temporary period of the DPP, Reclamation intends to operate Shasta Lake with higher carryover storage as a way to

conserve water for extended drought years (see graph below).

The carryover storage is to designed to temporarily allow federal and state agencies to manage temperatures in the river for
Winter-run Chinook salmon while a broader Winter-run Action Plan (WRAP) is developed and we learn what is working best for
salmon. Following implementation of the WRAP, evaluations will be undertaken to determine the best approach to carryover

storage for temperature management and water supplies.

Higher Shasta Carryover Storage for
Temperature Management

Modern Water = Historical
Stewardship

Year 1 (2013) Year 2 (2014) Year 3 (2015)
4,500 .y |
_ 4,000
(]
£ 3500 ®
(O]
8
o 3,000
o
<
= 2,500 ®
8 [ ]
2,000
S
T 1,500
w Reclamation Prior Years Actions
& 1,000 Operations create access to TCD
+HRL keep end of Prior Year Actions upper gates for
500 September storage + DPP keep September temperature
>2maf storage >2maf management
0
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Drought Protection Program OUTLINE Sacramento River

SETTLEMENT CONTRACTORS

The Need for Resiliency

Through the agreement, drought resiliency projects are expected to be constructed and implemented during Phase 1
to strengthen the resilience of the Settlement Contractors’ water system and long-term water delivery capabilities.
Approximately $110 million from the Inflation Reduction Act will be dedicated to construct the following types of drought
resiliency projects:

+ Improving and expanding conjunctive management of surface water and groundwater
+ Piping or lining open canals

+ Expanding recirculation systems

+ Upgrading irrigation systems

+  Water delivery infrastructure improvements

« Automation of gates and canals

It is anticipated that with implementing drought resiliency projects, the impact of taking land out of production as a means
to meet water reductions should reduce over time.

How Will the Program Affect Districts, Companies and Growers

Each participating Settlement Contractor will take their own, and possibly different actions to meet the water supply
reductions, perhaps including:

+ Reducing deliveries to growers

+  Croplandidling

+ Shifting from higher-water-intensive crops to lower-water-using crops
+ Implementing conservation measures

* Rely on groundwater substitution in accordance with SGMA

Please consult your district/company general manager for individual questions on the program and related questions on

funding, taxes and crop insurance.

Settlement Contractors that do not execute the DPP will not be eligible for funding opportunities under the Program and may

be subject to greater water supply reductions and impacts.

We strongly believe the DPP to be the most effective and least impactful path forward through the updated Long-Term Operations
of the Central Valley Project. We urge you to discuss with your representatives, consultants, or others to make your decision for

participation in the DPP.

Thad Bettner / Sacramento River Settlement Contractors

tbettner@waterecology.net sacvalleywater.org

Sacramento River

SETTLEMENT CONTRACTORS

OUTLINE 7



Drought Protection Program Agreement Fri, 12/6/2024
ACID Draft Schedule for Execution

Dec 2, 2024 Dec 9, 2024 Dec 16, 2024 Dec 23, 2024 Dec 30, 2024 Jan 6, 2025 Jan 13, 2025 Jan 20, 2025

— — — 2 3[4]5 6 7 8|9 10 11 12 13 14 15(16 17 18 19 20 21 22|23 24 25 26 27 28 29|30 31 1 2 3 4 5|6 7 8 9 10 11 12|13 14 15 16 17 18 19)20 21 22 23 24 25 26
mt{w|T[F[s|s[m[r]w[T[r[s]s[m[T]w[r[F][s|s[m|T[w[T][F[s[s|m[T[w[T[F[s][s|[m[T[w|T[F[s|[s[m[T]w[T[F[s]s[m[T][w[T[F|s]s

Notified of Vigorous Push to Execute DPP before 1/20/2025 11/21/24 11/21/24

Environmental Study Approval Completion 12/20/24 12/29/24 _
GCID to Approve Environmental Study 12/30/24 1/4/125 _

SRSC District's Execution of DPP Requested 1/4/25 1/19/25
ACID Publicly Introduce DPP Concept & Schedule 12/6/24 12/6/24
Additional DPP Detail at ACID Regular Meeting 12/12/24 12/12/24
ACID Public Workshop with Consultants 12/17/24 12/19/24
ACID to Introduce Final DPP Agreement at Regular Meeting 1/9/25 1/9/25

ACID Authorize Execution of Final DPP 1/15/25 1/17/25
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ANDERSON-COTTONWOOD IRRIGATION DISTRICT
PROP. 218 ENGINEER’S REPORT

REPORT SUMMARY

The Anderson-Cottonwood Irrigation District (ACID or District) is requesting landowner
approval to levy an assessment on deeded parcels within its boundary. All lands within
the District share in the special benefit of being within the jurisdictional boundaries of the
District and thus holding a right to water service from ACID’s senior water rights. By virtue
of holding this senior water right, the District must participate in securing and maintaining
District water rights and invest in ongoing operations to ensure viability of the District. A
result of this is a contribution towards sustainable groundwater resources by groundwater
recharge. While all District parcels receive this special benefit, currently not all contribute
to the fixed costs of District administration, operation, and maintenance activities.
Approval of an assessment to all District lands provides a mechanism for collecting
revenues linked to the actual cost of providing District service and spreads the burden of
funding a portion of District operations to all of those that benefit from the District.

Over the last ten years, the District budgeted to operate in a deficit (costs outweighing
revenues) for nine of the years (the tenth was approximately balanced), and 2024 is
projected to result in a near $4.5 million deficit. When available, surplus water transfer
revenues have been used to fund revenue shortfalls. However, while somewhat
consistent, these water transfer revenues are not a reliable means to cover costs. As a
result, operating losses have been common and have resulted in the District drawing on
its reserves to cover costs.

Proposed District Assessment

The proposed assessment would recover a portion of District fixed expenses, or what it
costs to maintain basic operations, to ensure that the District is financially viable and that
all customers continue to maintain a right to water service. The purpose of this Report
is to comply with State law, calculate the amount of special benefit received by
parcels within the District, and support the implementation of an initial assessment
of $19.59 per year per acre in order to recover a portion of the District’s fixed costs.
Recovering a portion of the District’s fixed costs (approximately 40%) in the
proposed assessment will help ensure the District’s financial stability and mitigate
the need for substantial water service charge increases in the future.

Maximum Assessment Rate Schedule (40%)

40% of Fixed Assessment
Year Fixed Expenses Expenses Assessable Acres Rate

2024 $ 1,570,250 $ 628,100.00 32,070 | $ 19.59
2025 $ 1,617,358 $ 646,943.00 32,070 | $ 20.17
2026 $ 1,665,878 $ 666,351.29 32,070 | $ 20.78
2027 $ 1,715,855 $ 686,341.83 32,070 | $ 21.40
2028 $ 1,767,330 $ 706,932.08 32,070 | $ 22.04
2029 $ 1,820,350 $ 728,140.05 32,070 | $ 22.70

Table 1: Maximum Assessment Rate Schedule (with 3% Annual Inflation Increase)

Provost & Pritchard Consulting Group
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ANDERSON-COTTONWOOD IRRIGATION DISTRICT
PROP. 218 ENGINEER’S REPORT

The proposed initial-year assessment rate of $19.59 per acre identified in this Report is
based on the 2024 budget’s anticipated fixed costs. The District operates on a calendar
year basis and would bill most landowners the assessment on the Counties’ Tax Rolls,
which is billed and collected based on the Shasta and Tehama Counties’ fiscal years. As
such, the $19.59 assessment is proposed to be billed to most customers on the 2025
fiscal year tax roll. The assessment is proposed to be escalated by an inflation factor of
3% for the fiscal years 2025 through 2029 to mirror the expected increase in the District’s
annual budget. After 2029, the assessment will not increase unless another Proposition
218 election is passed approving a new increase. The amount charged by the District in
any year can be lower than the maximum rate, but it will not exceed the maximum amount
approved through this assessment. The annual assessment charge will be implemented
at the discretion of the ACID Board of Directors (Board) up to the maximum rate. At least
once per year, the Board will meet publicly to discuss and set the amount of the
assessment for that year, not to exceed the up to amounts set forth in Table 1.

The proposed assessment will help to balance the structure of charges to landowners
and growers by increasing the portion of District income generated by a fixed charge (the
assessment in addition to the existing property tax revenue).

District Assessment Proposition 218 Process

The assessment rate implementation proposal process is being conducted in accordance
with provisions of Proposition 218, Article XllI D, Section 4 of the California Constitution,
and the Proposition 218 Omnibus Implementation Act (Government Code sections 53750
et seq.). These constitutional and statutory provisions implement Proposition 218, which
established mandatory procedures that local agencies must follow in order to levy certain
assessments on land. Under Proposition 218 the District’s landowners have direct say in
the proposed assessment.

Under the Proposition 218 process, once the Board decides to propose an assessment,
the District must evaluate, via an Engineering Report, whether or not the assessment is
consistent with the special benefits provided by the District and to allocate the
assessment to affected ACID parcels. This Engineer's Report discusses the special
benefits of the District’'s organization and its water rights and contracts, as well as the
right to water service enjoyed by every parcel within ACID.

Following the acceptance of this Engineering Report by the Board, a notice and ballot will
be mailed to every record owner of land within the District’'s boundaries. Not less than 45
days later, the District will hold a public hearing in which all landowners affected by the
proposed special benefit assessment may attend and voice their thoughts on the
assessment. All ballots must be returned by the close of the public hearing. Following
the close of the public hearing, the votes will be tallied in public. Votes will be weighted
based on financial obligation. Consequently, larger acreage parcels will have more
weighted votes than smaller acreage parcels. A majority of the weighted returned
votes approving the proposed assessment is necessary for the District to actually
implement and levy a new special assessment. If a majority of ballots returned
oppose the proposed special assessment, then the District is precluded from
imposing the special assessment.

Provost & Pritchard Consulting Group
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ANDERSON-COTTONWOOD IRRIGATION DISTRICT
PROP. 218 ENGINEER’S REPORT

The District’s notice will identify the time and date of the District’s public hearing and any
potential informational workshops the District’'s Board may convene during the minimum
45-day waiting period.

Provost & Pritchard Consulting Group
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ANDERSON-COTTONWOOD IRRIGATION DISTRICT
PROP. 218 ENGINEER’S REPORT

1. PURPOSE OF THE REPORT

1.1. General

This report is prepared in accordance with State law to describe an equitable distribution
of the special benefit assessments allocated to each parcel upon which such
assessments will be levied. ACID currently collects revenue primarily in the form of water
charges to its customers, sporadic water transfers, a small share of ad valorem property
taxes collected by Tehama and Shasta Counties, and interest income revenues. The
property tax revenue is a consistent revenue stream regardless of dry or wet years. The
current water service charge and water transfers historically account for the majority of
the District’s revenue. Fixed costs associated with operating the District are recovered
from variable water service charge revenues. and water transfers, which present
significant financial challenges in water year types when the District's water supply
allocation may be reduced — as seen and experienced in 2021 and even more significantly
in 2022. The District now intends to implement a land-based special benefit assessment
to develop a more consistent revenue stream for covering a percentage of District fixed
costs in addition to helping minimize annual budget shortfalls. If approved, this
assessment rate increase would begin for parcels within the District in Shasta and
Tehama Counties in 2025.

1.2. Proposition 218 Requirements

In November 1996, the California voters approved Proposition 218, the “Right to Vote on
Taxes Act”, which added Article Xlll D to the California Constitution. Proposition 218
imposes certain requirements relative to the imposition of specified assessments,
property related fees and charges, and taxes by local agencies.

Under the assessment process of Proposition 218, ACID must identify all parcels in the
District that will have a “special benefit” conferred upon them for which the proposed
assessments will be levied. Under Proposition 218, a “special benefit” is defined as “a
particular and distinct benefit over and above general benefits conferred on real property
located in the district or to the public at large”. Within ACID, the primary special benefits
provided include securing and maintaining District water rights, the ongoing operation and
ensuring viability of the District and its facilities required to provide water supplies, and
contribution towards sustainable groundwater resources by groundwater recharge
resulting from District operations and use of its surface water supplies.

In general, before a local agency can levy new or increased assessments subject to
Article Xl D, Section 4 of Proposition 218, the following procedures are required:

(1) Preparation of a detailed engineer’s report, prepared by a registered engineer
certified by the State of California, that supports each assessment.

(2) The record owner of each parcel identified for assessment shall be given a written
notice of each assessment, including the reason for the assessment and the total amount
of the proposed charges to the owner’s particular parcel.

Provost & Pritchard Consulting Group
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ANDERSON-COTTONWOOD IRRIGATION DISTRICT
PROP. 218 ENGINEER’S REPORT

(3) Notice to the record owner must specify the time, date, and location of the public
hearing on the assessment; the notice shall also include a ballot and describe the voting
procedures.

(4) A public hearing shall be conducted, which will be held not less than 45 days after
mailing the notice, to consider protests and tabulate the ballots.

(5) Of the ballots cast and received, ballots in favor of the assessment must represent a
majority of the financial obligation (weighted based on financial obligation per assessable
acre) of the affected property to approve the assessments.

1.3. Revenue Objectives

In 2024, the District’'s anticipated operating expenses equate to approximately $3.35
million, and the District expects to collect $2.68 million in water service charges, water
transfers, property taxes, and various other small miscellaneous sources of revenue. In
addition to operating expenses, the District projects an additional $4.11 million on capital
improvement projects, which includes canal lining, piping of a distribution lateral,
miscellaneous maintenance activities, and vegetation removal along the Main Canal,
among other projects. The balance of the expenses would not be fully recovered through
revenues, and the District deficit for 2024 is expected to be $4.79 million. Even after
removing the costs of capital improvement, the 2024 deficit reaches $675,750. The
District budgeted to operate in a deficit for nine of the past ten years (the tenth was
approximately balanced), and 2024 is projected to result in-a near $5 million deficit. As
such, the District is in need of a reliable stream of revenue to keep operating, especially
during dry year types when surface water allocations are curtailed, and water sales
reduce revenues even further below District expenses.

While District revenues can vary significantly from year to year based on the availability
of surface water supplies, the District’'s expenses are relatively consistent and do not vary
much based on availability of water supplies. To meet the District’s financial needs, a
significant portion of which results from fixed costs, ACID proposes to decrease its
proportional dependence on revenues from variable irrigation rates and implement a land-
based assessment to generate more reliable revenue. The proposed assessment
requires ACID to obtain approval of landowners holding the majority of the weighted value
of deeded parcels within the District in compliance with Proposition 218.

Proposition 218 allows the District to propose an assessment to cover 100% of the special
benefits provided to those within the District, which this report identifies as, at minimum,
its fixed costs to keep the District in operation. This amounts to $48.96 per acre. However,
as a matter of policy, the District's Board of Directors has elected in this process to
propose the recovery of 40% of its special benefit amounting to an initial assessment of
$19.59 per acre per year. Approval of this Proposition 218 election would authorize
maximum annual land-based assessment rates to be implemented at the discretion
of the Board of Directors. At least once per year the Board of Directors would meet
at a public meeting to discuss the annual assessment and to receive any public
comment and feedback on the imposition of the assessment for that year. The
Board may elect to impose assessments at lower than the maximum in any future
year without need for another Proposition 218 election.

Provost & Pritchard Consulting Group
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ANDERSON-COTTONWOOD IRRIGATION DISTRICT
PROP. 218 ENGINEER’S REPORT

2. DISTRICT BACKGROUND INFORMATION

2.1. General

ACID is a California Irrigation District responsible for providing irrigation water to
agricultural water users within its service area. The District was formed under Division 11
of the California Water Code. ACID is governed by a five-member Board of Directors
elected to four-year terms by the registered voters in five geographic divisions within the
District. Each director is a landowner and registered voter in and represents one of five
divisions in the District and is elected by voters within the District. The Directors’ terms
are staggered to ensure continuity of service in conducting the District’s affairs.

At the direction of the Board, the General Manager develops and executes plans and
provides administrative management and oversight for all District employes, functions
and activities. The General Manager is supported by a team of managers, supervisors,
and employees.

2.2. Location

The District includes lands within Shasta County and Tehama County within the
Sacramento Valley. The District extends south from the City of Redding, in Shasta
County, to northern Tehama County, encompassing the City of Anderson and the Town
of Cottonwood. The District is headquartered in Anderson, California, and ACID currently
encompasses approximately 32,000 acres of land. The location of the District is shown in
ERROR! REFERENCE SOURCE NOT\FOUND..

2.3. History

Construction of ACID’s Main Canal began near Redding in 1914 and was completed in
1917. The following year, the District's 1,249-foot-long concrete flume, known as the
aqueduct, was built to carry water across Anderson Gulch in Anderson south to the
Bowman Road area of Cottonwood in Tehama County. The District is the fourth largest
(in terms of water supply) of more than 100 Sacramento River Settlement Contractors
(SRSCs). The SRSCs divert water from the Sacramento River under agreements with the
U.S. Bureau of Reclamation (USBR) that was critical to development and operation of the
Central Valley Project (CVP). The SRSCs work with federal and State agencies to
manage water resources in the Sacramento Valley for multiple beneficial uses that
include water for cities, rural communities, and farms, as well as fish and wildlife and their
habitats.

2.4. Water Rights and Current Operations

As of 2024, approximately 7,500 acres (approximately 24 percent) of the land within the
District use District water. ACID holds valuable pre-1914 senior water rights to divert
water from the Sacramento River. The District’s rights are reflected in its settlement
contract with USBR which recognizes the District’s right to divert up to 125,000 acre-feet
(AF) of water per year from April 1 through October 31. Of the 125,000 AF, 121,000 AF
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is considered water use under ACID’s senior pre-1914 water rights, and 4,000 AF is
considered purchased “project” water from CVP supply. During certain dry years this
supply may be significantly reduced. When USBR determines under the settlement
contract that it is a “Shasta Critical” year, ACID’s allocation is reduced to a total of 93,750
AF (75 percent allocation). In 2022, however, USBR determined due to exceptionally dry
conditions and other regulatory and legal requirements that the District and all other
SRSCs were only able to utilize 18% of their respective contracted water supplies. The
District, at such a low water volume, was unable to equitably distribute water to
customers; consequently, the District was forced to cancel the 2022 irrigation season. To
mitigate drought reduction, the District augments its surface-water supply with
groundwater from its two production wells, which were recently added to ACID’s water
system infrastructure.

ACID diverts water from the Sacramento River using a seasonal dam on the river in
Redding. The District also operates a pump station on the river about four miles
downstream from its dam to supply a lateral canal. ACID’s distribution system includes
approximately 35 miles of the Main Canal, about 98 percent of which is unlined. The Main
Canal flows through six inverted siphons to cross streams, such as Clear Creek, and
three flume sections across smaller streams and lowland areas. If flow exceeds the canal
capacity, District water overflows into several wasteways along the canal route.

The District’'s surface water supply positively impacts landowners within the District
boundary by creating an irrigated green belt in the area that is supported by District water
either by direct irrigation or indirectly through sub surface irrigation. This green belt
positively impacts lands and residences who live in the ACID service are in the following
ways:

o Fire Safety: The large acreage of irrigated lands within the ACID boundary serves
as fire breaks, and the canal also serves as a ready supply of water for firefighting
if necessary. Lands within the ACID service area are more protected from the risk
of wildfire than lands outside the service area.

e Biological Resources: The presence of ACID surface water supplies in the District
service area supports diverse biological resources which are unique to this area.
The historic presence of surface water through the dry summer months has
allowed for unique riparian and wetland habitats to exist which otherwise would
not. The resulting diverse flora has created unique habitats for many wildlife
species to live and thrive.

e Temperatures: The lands and residences within the ACID service area experience
lower ambient temperatures as a result of the surface water supplies in the
District’'s Main Canal, laterals and applied to irrigated pastures and crops. The
proximity to the Main Canal, drainage ways, and large areas of green grass help
provide lower summer temperatures.

e Economic: The economic vitality of many of the residents within the ACID service
area greatly depends on the hundreds of farming and ranching operations which
rely upon ACID water.

e Aesthetics: The irrigated lands create a positive visual impact for the residence of
ACID due to the aesthetic appeal of irrigated agricultural landscapes, wetlands,
and riparian areas unique to the area.
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The District does not currently provide water for municipal and industrial uses, although
its senior water rights offer the potential to allow for that in the future if the need arises.
Approximately 90 percent of ACID’s water delivery customers irrigate pasture for haying
or livestock; however, some orchard and other food crops are also grown. Parcel sizes in
the area range from small residences to large ranches.

24.1. Groundwater Management

The District is a member agency and holds a voting Board seat on the Enterprise-
Anderson Groundwater Sustainability Agency (EAGSA), which developed a Groundwater
Sustainability Plan (GSP) for the Enterprise Subbasin in concert with a GSP for the
Anderson Subbasin as both basins have been identified by the California Department of
Water Resources (DWR) as medium-priority basins. The GSPs were developed to be
protective of both groundwater levels and groundwater quality for all beneficial users and
to satisfy the requirements established by the Sustainable Groundwater Management Act
(SGMA) and DWR and outline the strategy by which the entities that comprise the EAGSA
will maintain sustainable groundwater management through the implementation period
until 2042. As such, the District plays a critical role in groundwater sustainability for the
EAGSA, which has been outlined in the GSPs, including:

e Transferring up to 4,000 AF of water per year in-basin as a supplemental water
supply, if needed;

e Deliveries by ACID to landowners in the Anderson Subbasin average
approximately 50, 50, and 46 thousand acre-feet (TAF) for the historical, current,
and projection periods, respectively," and eight (8) TAF for the Enterprise
Subbasin? — application of this water for irrigation is not only beneficial for
sustaining agriculture, but also for providing an additional source of groundwater
recharge in the Subbasins;

e Leakage from the ACID Main Canal, a primarily earth canal system, contributes
approximately 20 to 43 TAF of groundwater recharge to the aquifer system under
historical and projected conditions; and

e There are 2,926 domestic wells within the Enterprise Subbasin and 3,812 domestic
wells within the Anderson Subbasin. Most of the public and domestic wells in the
Enterprise and Anderson Subbasins are situated near and along the ACID Main
Canal, which benefits the groundwater table for these wells.3 4

" (Jacobs, 2022)
2 (Jacobs, 2022)
3 (Jacobs, 2022)
4 (Jacobs, 2022)
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3. DISTRICT FINANCIAL INFORMATION

This section provides an analysis of revenues and expenses to determine the total fixed
costs for the District which would be recovered, in part, via assessments.

3.1. Annual District Revenues and Expenses

Below is a description of the District’s major categories of revenue and expenses. This
information provides the context within which the charges to landowners currently exist
and the way in which the assessment would fit within the existing budget structure. The
categories of revenue and expense that are presented below are the same as those in
the District’s approved budgets.

3.1.1. District Revenue

Table 2 provides a summary and description of the District’s significant revenue sources
according to the District’'s 2024 approved budget.®

Table 2: Description of District Revenue Sources

Approximate

Revenue Source Description Approximate % of total
Category P Annual Revenue District
Revenue

A water transfer is a change in the way water is
usually allocated among water users. The District
transfers water from its settlement contract to
others when the District deems it is in its best
Water Transfers interest. ACID transfers up to 4,000 AF of its project $682,000 ~35%
water supply per year to purchasers, including the
City of Shasta Lake, Bella Vista Water District, and
the City of Redding as a supplemental water
supply, if needed.
Landowners and growers pay water service
charges to the District for the delivery of irrigation
water to farmland. Water service charges are
considered a ‘property-related fee’ and as such, the $751,500 ~29%
authority to establish them is subject to the
requirements of Article XIll D, Sec. 6 of the
California Constitution.
Interest Income Investment income earned from the District’s funds. $350,000 =13%
The District receives property tax revenue through
Property Tax the Shasta County and Tehama County property $604.500 =239
. . . y = (o]
Revenue taxes. This revenue is consistent year-to-year and
is not impacted by whether it is a wet or dry year.
2024 Estimated Total Annual Revenue $2.458 million 100%

Water Service
Charges

As shown in Table 1, the District heavily depends upon its water service charges and water
transfer revenues. As a result, dry years have a significant impact on the District’s ability
to operate as the water service revenues are reduced significantly. In 2022, a historically
dry year in which the District was unable to deliver water to its customers, water service

5 The District's 2024 budget also included a $60,000 FEMA reimbursement as revenue. This was excluded from the table as it will not
be a continual source of revenue.
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charges accounted for just $2,452 according to the District’s financial audit for the year.
Also, while water transfers have been consistent in the past, they are not a guaranteed
source of income for the District into the future. To ensure that the District can still operate
despite future dry years and to begin to make progress on balancing the operating budget
to pay the District’s fixed costs, the District has elected to propose an assessment.

Since 2019, the District’'s projected revenue distribution has remained relatively
consistent with the exception of 2023, which was in response to the historically dry year
in 2022 (see Figure 3-1). While water transfers made up for the drop in water sales in
2023, this is not a reliable source of revenue as, again, 2022’s water reduction was
historically dramatic. Moreover, water sales and water transfers routinely account for the
overwhelming maijority of revenue for the District. During a future dry or critical year if
water transfers were not to occur, the District would be impacted and forced to operate in
a significant deficit.

District Revenue Streams (FY 2019-2024)
$1,800,000
$1,600,000
$1,400,000
$1,200,000
$1,000,000
$800,000
$600,000
$400,000 I ‘ ‘ I I
$200,000 ‘ I I I
$- £ A —n — — -
2019 2020 2021 2022 2023 2024
u Water Sales u Water Transfer / CVP & Base Supply
Property Taxes = |nterest Revenue
« Misc. Revenue
Figure 3-1: District Revenue Streams (2019-2024)
3.1.2. District Expenses

Major expenses include staffing, operations and maintenance, utilities, administration,
water purchases through the CVP, property/liability insurance, and legal expenses. Costs
associated with staffing for 2024 are budgeted to total about $1.46 million, including
salaries, benefits (i.e., health insurance and pension/retirement), and worker's
compensation insurance. Operating expenses, or general maintenance, include supplies,
chemicals (herbicides), fuel, equipment, and other items for a total of $206,500. Canal
maintenance and operations expenses are projected at $1.29 million for 2024, with CVP
water purchases accounting for $365,343 of the total. District administration is projected
to total about $397,350. The District also budgeted $7,600 in Sustainable Groundwater
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Management Act (SGMA) expenses. The total estimated operating cost in 2024 is
approximately $3.35 million (excluding capital improvements).

$2,000,000
$1,800,000
$1,600,000
$1,400,000
$1,200,000
$1,000,000
$800,000
$600,000
$400,000
$200,000
$0

m Salaries  m Administration General Maintenance " mCanal Maintenance & Operations

District Expenses Distribution (FY 2019-2024)

2019 2020 2021 2022 2023 2024

Figure 3-2: District Expenses Distribution (FY 2019-2024)

The proposed assessment, discussed in more detail in Section 5.2, has been calculated
based upon the District’s fixed costs. ACID has identified its fixed costs to be $2,174,750,
which includes $1,435,900 in salaries and benefits, $397,350 in administration expenses,
$116,500 for general maintenance, and $225,000 in canal maintenance and operations.
As such, fixed expenses account for approximately 65% of the District’s total costs.

3.1.3.

Revenue and Expense Summary

Table 3 displays the District’s total revenues and expenses from 2019 to 2024 District
budgets. The chart below provides a summary of Table 3. The information is derived from
the District's annual approved budgets.

Provost & Pritchard Consulting Group

Page 9



ANDERSON-COTTONWOOD IRRIGATION DISTRICT
PROP. 218 ENGINEER’S REPORT

Revenue, Expenses, and Capital Costs
(FY 2019-2024)
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Figure 3-3: Revenue, Expenses, and Capital Costs (FY 2019-2024)
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Approved District Budgets

2019 2020 2021 2022 2023 2024
Revenues
General
Water Sales / Prior Year $ 500 $ 500 $ - $ - $ - $ -
Water Sales / Business $ 10,000 $ 10,000 $ 8500 $ 77,353 $ 8,500 $ 8,500
Water Sales / Irrigation $ 718,900 $ 726670 $ 728,000 $ 688,569 $ 20,000 $ 743,000
Water Transfer/ CVP $ 446,000 $ 397,413 $ 423220 $ 506,924 $ 1,543,000 $ 681,791
Penalty Revenue $ 2,000 $ 2,000 $ 2,000 -~ $ 2,000 $ 2,000 $ -
Surplus Equipment Sales $ - $ 5,000 $ - $ - $ - $ -
Misc. Revenue $ 5500 $ - $ - $ - $ 10,000 $ 10,000
Drainage Revenue $ - $ - $ 86,078 $ - $ - $ -
Contract/Project Income $ - $ - $ - $ - $ - $ -
FEMA Reimbursement $ - $ - $ - $ - $ - $ 60,000
Sub-Total $ 1,182,900 $ 1,141,583 - $ 1,247,798 ~ $ 1,274,846 $ 1,583,500 $ 1,503,291
Property Tax & Interest .
Interest Revenue $ 20,000 $ 20,000 $ 15,000 $ 15,000 $ 40,000 $ 350,000
Prop. Taxes/Shasta $ 399,000 $ 399,000 $ 494,000 $ 558,000 $ 558,000 $ 558,000
Prop. Taxes/Tehama $ 26,000 $ 30,000 $ 42500 $ 46,500 $ 46,500 $ 46,500
Sub-Total $ 445,000 $ 449,000 $ 551,500 $ 619,500 $ 644,500 $ 954,500
Total Revenue $ 1,627,900 $ 1,590,583 $ 1,799,298 $ 1,894,346 $ 2,228,000 $ 2,457,791
Expenditures
Salaries & Benefits
Reg. Salaries (Admin) $ 189,330 $ 183,500 $ 198350 $ 195,311 $ 311,750 $ 361,500
Overtime (Admin) $ - $ - $ - $ - $ - 3 -
Retirement (Admin) $ 13,500 $ 10,200 $ 6,906 $ 14,103 $ 17,700 $ 16,900
Social Security (Admin) $ 11620 $ 11400 $ 12,120 $ 12,109 $ - $ 22,410
Workers Comp. (Admin) $ 670 $ 730 $ 760 $ 674 $ 1,850 $ 1,210
U.l. Insure. (Admin) $ 1,390 $ 1,350 $ 1,302 $ 1,302 $ 2,000 $ 1,750
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Medicare (Admin) $ 2,700 $ 2,662 $ 2,836 $ 2,833 $ 4,550 $ 5,300
Health Insurance (Admin) $ 22,230 $ 46,356 $ 47,076  $ 37,476 $ 61,500 $ 50,000
Reg. Salaries (T&D) $ 297400 $ 292,300 $ 307,800 - $ 397,030 $ 512,000 $ 604,310
Dam Time $ - $ - $ - $ 6,060 $ - $ -
Vehicle Allowance as Wages (T&D) $ - $ - $ 28,580 $ - $ 36,000 $ -
Overtime (T&D) $ 6,000 $ 6,000 $ 6,000 $ 6,000 $ 6,000 $ 27,000
Retirement (T&D) $ 26000 $ 26960 $ 27,623 $ 34528 $ 40,000 $ 43,710
Social Security (T&D) $ 18620 $ 18,150 - $ 20,857 $ 24616 $ 31,500 $ 36,500
Workers Comp. (T&D) $ 58300 $ 55000 $ 52,181 $ 59,519 $ 82,000 $ 96,000
Unemployment Ins. (T&D) $ 3,500 $ 3,600 $ 3,472 $ 4,340 $ 5000 $ 4,800
Medicare (T&D) $ 4,340 $ 4,300 $ 4,877 $ 5757 $ 7,500 $ 8,510
Health Ins. (T&D) $ 1226660 $ 134,175 $ 130,668 $ 158,040 $ 219,000 $ 183,000
Sub-Total $ 778260 $ 796,683 $ 851,408 $ 959,698 $ 1,338,350 $ 1,462,900
Administration
Vehicle Mileage $ - $ - $ - $ 28580 $ - $ -
Medical Exp./Supplies $ 750 $ 1,200 $ 1,200 $ 1,200 $ 1,200 $ 1,200
Travel/ Training Expense $ 5,000 $ 2,000 $ 5,000 $ 5,000 $ 10,000 $ 10,000
Office Supplies/Expense $ 7,000 $ 7,000 $ 8,200 $ 8,200 $ 11,500 $ 11,500
Office Equip. & Maintenance $ 2,000 $ 1,000 $ 2,600 $ 2,600 $ 2,600 $ 1,500
Association Dues $ 23,000 $ 16,500 $ 14,200 $ 14,200 $ 25,000 $ 25,000
Public Notices $ 500 $ 500 $ 500 $ 500 $ 500 $ 500
Election Expense $ - $ 2,400 $ - $ 2,500 $ - $ -
Legal Fees / Expense $ 14,000 $ 14,000 $ 14,000 $ 14,000 $ 50,000 $ 80,000
SRSC Corporation $ 22,000 $ 22,000 $ 21,275 $ 21,275 $ 22,000 $ 27,500
Maintenance Agreements $ 8,000 $ 10,300 $ 12,000 $ 12,000 $ 15,000 $ 15,000
CV Strategies $ - % - $ - $ -3 60,000 $ -
Vehicle Insurance $ 4,000 $ 3,500 $ 3,500 $ 3,650 $ 5000 $ 15,000
Management Expense Acct. $ 1,000 $ 1,000 $ 1,000 $ 1,000 $ 1,000 $ 1,000
Liability Claims $ 1,000 $ 1,000 $ 1,000 $ 1,000 $ 1,000 $ 1,000
Property/Liability Insurance $ 24000 $ 22500 $ 22,000 $ 24,600 $ 30,100 $ 100,000
Permit Fees $ 10,000 $ 10,000 $ 12,000 $ 12,000 $ 12,000 $ 12,000
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County Taxes/Assessments $ 9,750 $ 10,000 $ 5,000 $ 5,000 $ 5,000 $ 6,000
Consultant Services $ 10,000 $ 2,500 $ 10,000 $ 10,000  $ 75,000 $ 25,000
Audit/Accounting Services $ 8,250 $ 8,000 $ 8,250 < $ 9,000 $ 11,000 $ 8,000
Web Site Revamp $ - % - $ - $ -3 15,000 $ 1,000
EE Safety/Incentive Awards $ - $ - $ - $ - $ - $ -
Utilities $ 16,000 $ 15,000 $ 15,000 $ 18,000 $ 20,000 $ 25,000
Misc. Expense $ 1,000 $ 1,000 $ 1,000 $ 1,000 $ 1,000 $ 20,000
Filing Fees $ - $ - $ - $ - $ - $ -
GIS $ 2,500 $ 2,500 $ 2,500 $ 2,500 $ 5,000 $ 3,550
Sustainable Groundwater

Management Act (SGMA) $ 5,000 $ 2,500 $ - $ - $ 7,600 $ 7,600
Sub-Total $ 174,750 $ 156,400 $ 160,225 $ 197,805 $ 386,500 $ 397,350

General Maintenance
Fuels $ 26,000 $ 23,000 $ 23,000 $ 23,000 $ 40,000 $ 80,000
Equipment Rents & Leases $ - $ - $ - $ -3 10,000 $ 5,000
Light Vehicles $ 4,000 $ 4,000 $ 4,000 $ 4,000 $ 10,000 $ 15,000
Heavy Vehicles $ 4,000 $ 4,000 $ 4,000 $ 3,000 $ 10,000 $ 10,000
Light Equipment $ 4,000 $ 3,000 $ 3,000 $ 3,000 $ 5,000 $ 5,000
Heavy Equipment $ 7,000 $ 7,000 $ 7,000 $ 7,000 $ 10,000 $ 10,000
Hand Tools $ - $ - $ - $ - 3 - $ -
Personal Supplies & Equipment $ - $ - $ - $ - $ 500 $ 500
Maintenance Supplies $ 10,000 $ 10,000 $ 10,000 $ 10,000 $ 25,000 $ 25,000
Building Maintenance $ 1,500 $ 1,500 $ 1,500 $ 2,500 $ 2,000 $ 4,000
Small Tools & Equipment $ 2,000 $ 2,000 $ 2,000 $ 2,000 $ 4,000 $ 2,000
Engineering Services $ - $ - $ - $ - $ - $ 50,000
Sub-Total $ 58,500 $ 54,500 $ 54,500 $ 54,500 $ 116,500 $ 206,500
Canal Maintenance & Operations

SCADA Maintenance $ 5,000 $ 3,000 $ 3,000 $ 3,000 $ 3,000 $ 10,000
Diversion Facilities Maint. $ 14,000 $ 14,000 $ 14,000 $ 14,000 $ 14,000 $ 20,000
Contracted Services $ 28,800 $ 19,000 $ 19,000 $ 22,000 $ 35,000 $ 20,000
Chemicals $ 24,000 $ 13,000 $ 13,000 $ 2,000 $ 15,000 $ 30,000
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Canal Maintenance & Exp. $ 26,000 $ 50,000 $ 50,000 $ 50,000 $ 450,000 $ 75,000
Pump Maintenance $ 30,000 $ 30,000 $ 30,000 $ 30,000 - $ 30,000 $ 30,000
Utilities / Pumping $ 150,000 $ 134,000 $ 134,000 < $ 155000 $ 135,000 $ 135,000
Water Purchases / CVP $ 240,000 $ 240,000 $ 223,000 $ 324,984 $ 1,120,000 $ 365,343
Water Rights Protection $ 70,000 $ 80,000 $ 80,000 $ 80,000 $ 80,000 $ 50,000
Trans/Ground Wtr. Substitution $ - $ - $ - $ - $ - $ -
WaterFix CEQA $ - $ - 3 - % - 8 - 8 -
High Groundwater Expense $ -3 -8 -3 - 3 - $ 15,000
Sub-Total $ 587800 $ 583,000 $ 566,000 $ 680,984 $ 1,882,000 $ 750,343
Total Expenditures $ 1,599,310 $ 1,590,583 $ 1,632,133 $ 1,892,987 $ 3,723,350 $ 2,817,093
Capital Improvement
Pumps $ 2,500 $ 100,000 $ 65,000 $ 85,000 $ 150,000 $ 150,000
Trans & Distribution Plant $ - $ - $ - $ 15,000 $ - $ -
Equipment (Machinery) $ - $ - $ - $ - $ 325000 $ -
Auto & Trucks $ - $ - $ - $ - $ 175000 $ -
Buildings $ 2,500 $ - 3 - $ - $ 10,000 $ 24,000
Office Furniture & Equipment $ - $ - $ - $ - $ 25,000 $ 10,000
Yard Improvement $ - $ - $ - $ - $ - $ 1,500
Canal Lining & Pipe $ 80,000 $ 100,000 $ 100,000 $ 100,000 $ 350,000 $ 3,875,000
Main Dam Improvement $ - $ - $ - $ 15,000 $ - $ -
SCADA Equipment $ - $ 15000 $ - 3 - $ - $ 50,000
Groundwater Program $ - $ - $ - $ 10,000 $ - $ -
Total Capital Improvement Costs $ 85000 $ 215000 $ 165,000 $ 225,000 $ 1,035,000 $ 4,110,500
Summary
Total Revenue $ 1,627,900 $ 1,590,583 $ 1,799,298 $ 1,894,346 $ 2,228,000 $ 2,457,791
Total Expenditures $ 1,599,310 $ 1,590,583 $ 1,632,133 $ 1,892,987 $ 3,723,350 $ 3,351,750
Capital Improvement Costs $ 85,000 $ 215000 $ 165000 $ 225,000 $ 1,035,000 $ 4,110,500
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Balance $ (56,410) $ (2150000 $ 2,165 $ (223,641) $(2,530,350) $ (4,469,802)

Table 3: District Budgets 2019-2024
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3.1.1.

District 2024 Budget

The District’s total costs for 2024 are anticipated to be $3.35 million. Of that total, the
District has conservatively projected its fixed costs to be more than $2.17 million. Funding
these costs by an assessment would allow the District to continue to operate, to preserve
the valuable pre-1914 water right and associated water distribution facilities even if it did
not deliver any water. At present, the District would not be able to fund a single month of
fixed costs through its fixed revenues. The fixed revenue generated from the Shasta
County and Tehama County property taxes in 2024 of approximately $604,500 would be
short approximately $1.57 million of the $2.17 million in fixed costs. A simplified version
of ACID’s 2024 budget is presented in Table 4 below.

2024 Budget

Revenues
General
Water Sales / Business $ 8,500
Water Sales / Irrigation $ 743,000
Water Transfer/ CVP & Base Supply  $ 681,791
Misc. Revenue $ 10,000
Sub-Total $ 1,443,291
Property Tax & Interest
Interest Revenue $ 350,000
Prop. Taxes/Shasta $ 558,000
Prop. Taxes/Tehama $ 46,500
Sub-Total $ 954,500
Total Revenue $ 2,457,791
Expenditures
Salaries & Benefits $ 1,462,900
Administration $ 397,350
General Maintenance $ 206,500
Canal Maintenance & Operations $ 750,343
Total Expenditures $ 2,817,093
Summary
Total Revenue $ 2,457,791
Total Expenditures $ 2,817,093
Balance $ (359,302) |

Table 4: 2024 Budget
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The District has identified its fixed costs as approximately $2.17 million (see Table 3 for
the detailed budget item breakdown). This includes the entirety of its salaries and benefits
subsection excluding overtime and its administration subsection. The general
maintenance subsection decreased fuel costs by half and removed engineering services.
This is a result of the District requiring less fuel due to the anticipation of fewer
maintenance trips during a dry year as well as the likelihood of any engineering services
for projects being put on hold barring emergency project needs. Finally, the canal
maintenance and operations subsection does not include SCADA, utility/pumping, CVP
purchases, or high groundwater expenses. The District’s property tax revenues were then
subtracted from the total fixed costs as ACID would still receive property tax income on a
consistent, year-to-year basis. This left the balance to be approximately $1.57 million
(Table 5), which served as the basis for identifying the assessment charge.

2024 Projected Fixed Costs

Expenditures

Salaries & Benefits $ 1,435,900
Administration $ 397,350
General Maintenance $ 116,500
Canal Maintenance & Operations $ 225,000
Total Expenditures $ 2,174,750
Consistent, Non-Water Related Revenues
Prop. Taxes/Shasta $ 558,000
Prop. Taxes/Tehama $ 46,500
Total Revenue $ 604,500
Summary
Total Expenditures $ 2,174,750
Total Revenue $ 604,500
Balance (Assessment Total) | $ (1,570,250 |

Table 5: 2024 Projected Fixed Costs
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4. BENEFITS DETERMINATION

4.1. General

Proposition 218 makes a distinction between general and special benefits provided by a
project or service. A general benefit is defined as something that benefits the general
public, such as public libraries or emergency service. A special benefit is defined as a
particular benefit to land and buildings that is different than the general benefits received
by those not charged the assessment. ACID provides certain special benefits to every
parcel within the District, including the District’s organization and its water rights
and contracts, as well as the right to water service. The District’s senior water right
affords all landowners within the District with a right to service and delivery of
surface water and enables landowners and their tenants to irrigate their lands.
Additionally, District surface water supplies recharge groundwater underlying the
District service area directly through seepage in District conveyance facilities and
indirectly through on-farm deliveries, which specially benefits all landowners
within the District by maintaining sustainable groundwater supplies for pumping
in all hydrologic year types. These services do not accrue to the public at large and
are not considered general benefits.

This Engineer's Report proposes the implementation of annual special benefit
assessments. Therefore, this Report must identify all parcels that will have a special
benefit conferred upon them and upon which the recommended assessment will be
imposed, if adopted.

The new assessment proposed by the Board is designed to achieve and maintain equity
between all landowners and residents within the District who actively use or have a right
to use the District's surface water deliveries and who enjoy, in whole or in part, the
benefits and availability of groundwater replenishment made possible by District surface
water service. The District’'s objective, which is paramount in making water supplies
available to landowners in its service area, is to preserve its valuable senior water right
and to maintain and operate the water distribution system in an equitable manner and at
a reasonable cost to its landowners.

4.2. Determination of Benefits

The purpose of this section is to identify the benefits each parcel receives within the
District in relation to each other. Proposition 218 at Article XIlID, section 4, of the
California Constitution specifies that assessments may not “exceed the reasonable cost
of the proportional special benefit conferred on that parcel”. Where appropriate, the
District is entitled to levy assessments of different values on different classes of land to
better reflect the proportional special benefits those classes of land receive from the
assessments pursuant to Proposition 218. For the activities covered in this Engineer’'s
Report, however, the special benefits accrue equally to all assessable parcels because
they are entitled to a right to District water service for beneficial use and benefit from
sustainable groundwater conditions and groundwater recharge due to the District’s senior
surface water rights and water delivery and use. Thus, all assessable acres share in the

Provost & Pritchard Consulting Group
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same special benefits in proportion to the acreage of each parcel proposed to be
assessed.

This section details the special benefits that are to be attributed to parcels throughout the
District if the proposed assessments are approved. In total, the District includes 32,070
assessable acres.

Benefit of District’s Existence — Senior Water Rights

There is a special benefit that is conferred upon all of the parcels that fall within the
District’s boundary. The District was formed to acquire and maintain its senior pre-1914
water right and to hold that right in trust for the benefit of all District landowners and
residents. The current allowed place of use for delivery of water under the District’s water
right includes all lands within the jurisdictional boundaries of the District and exists
regardless of whether the lands are a current active customer or not. This benefit includes
the value of the District’s operations to reasonably and beneficially utilize the water right
and distribute it to lands within the District. The benefit of providing a water supply to
properties within the District ties to the original water right secured along the Sacramento
River acquired by the District shortly after it was formed. ACID holds in trust for all District
landowners’ and residents’ senior, pre-1914 appropriative water rights and potential
claims for riparian water rights. Water rights are based on a priority system where seniority
is determined by the type and age of right. When there is only enough water for some
water users, the State Water Resources Control Board curtails junior right holders before
more senior right holders.®

If the District had not been organized, and if the District had not continued to utilize those
rights through the continuous operation and maintenance of its facilities, then these rights
today would not be capable of being utilized by landowners and residents within the
District boundaries. If the District did not exist, landowners who now receive surface water
supplies may not be farming in this area and other landowners that have the right of use
to the District’s water may not have the potential for water service.

Benefit of the District’s Surface Water Supplies

There is a special benefit that is conferred upon all the parcels that fall within the District’s
boundary related to the District’s surface water supplies. This benefit includes the value
of the District’s distribution system and infrastructure, ability of the District to convey and
deliver surface water throughout the District’s service area, and the positive impact of
ACID surface water supplies on regional groundwater sustainability. Landowners within
the District have a right of use to ACID’s surface supplies, but there is also significant
groundwater use within the District boundary for municipal, industrial, agricultural, and
small domestic users. In addition to the irrigation of agricultural crops, ACID’s surface
water supplies also contribute significantly to maintaining sustainable groundwater levels
in the Anderson and Enterprise subbasins. It is estimated that, in a normal water year,
ACID contributes up to 89 thousand acre-feet of groundwater recharge through leakage
from earthen canals and from irrigation deliveries to landowners. Without the District’s
surface supplies, groundwater use would continue and likely increase leading to declining

6 (California State Water Resources Control Board, 2022)
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groundwater levels and possibly resulting in a State mandated reduction in groundwater
pumping. While a particular parcel may not be irrigated by surface water in a given year
or may not directly pump groundwater, groundwater is potentially available to all land
within the District, and the groundwater resources are shared by all. All landowners are
affected if the groundwater resources in the area are not sustainable and decline. For
instance, the City of Redding, the City of Anderson, the community of Cottonwood, and
hundreds of domestic wells within ACID’s boundary all rely on groundwater for their water
supply.” These domestic and municipal groundwater users benefit significantly from
ACID’s surface water supplies which recharge the Anderson and Enterprise aquifers.

7 The City of Anderson’s water supply is provided via ten groundwater wells that draw water from the Anderson
Subbasin (City of Anderson, 2024). The City of Redding relies on 16 wells located in the southeast and southwest
areas of Redding (City of Redding, 2024). Finally, the community of Cottonwood depends on five wells in its system as
their only water supply (State Water Resources Control Board).
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5. PROPOSAL TO INCREASE ASSESSMENTS

Due to the budget shortfalls and the need for a reliable revenue source to cover a portion
of the District’s fixed costs, the Board has determined the best course of action to stabilize
and sustain District finances is to propose an assessment as set forth in this Engineer’s
Report. This is particularly important given impacts associated with climate change and
the likelihood for more dry years in the future, a highly volatile regulatory and legal
environment associated with Sacramento River water operations, and the State of
California’s continued emphasis on water conservation. Therefore, the District
proposes and assuming landowner approval intends on implementing a land-
based assessment. This section lays out the District’s proposed plans for addressing
the necessary assessment associated with this effort.

5.1. General

Based on the special benefits provided by the District, the District proposes to implement
an assessment on all lands within the District. Unlike many other water districts
throughout California, the District has not had an assessment charge and, as a result,
has not collected any revenue from assessments. This is despite the fact the District’s
fixed expenses are expected to surpass $1.57 million, after subtracting $604,500 in
revenue from property taxes for both Shasta and Tehama Counties, in 2024.8

5.2. Assessment Structure

To fund a portion of fixed costs, the District is proposing to impose land-based
assessments on owners of land within the District. The proposed maximum assessment
charge is dedicated to paying a portion of fixed costs. In 2025, if approved, the
assessment would collect an additional $646,943 to be used to recover fixed expenses.
The assessment would include an inflation factor of 3% per year for the following four
years through 2029. Whether the assessment is raised to match the annual maximum
rate would be determined annually at least one public meeting and at the discretion of the
Board. The following table shows the maximum proposed assessment rate equal to 40%
of the District’s fixed costs over the next five years.

8 The amount of $1.57 million includes the subtraction of $604,500 in property tax revenue.
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Maximum Assessment Rate Schedule (40%)

40% of Fixed Assessment
Year Fixed Expenses Expenses Assessable Acres Rate

2024 $ 1,570,250 $ 628,100.00 32,070 | $ 19.59
2025 $ 1,617,358 $ 646,943.00 32,070 | $ 20.17
2026 $ 1,665,878 $ 666,351.29 32,070 | $ 20.78
2027 $ 1,715,855 $ 686,341.83 32,070 $ 21.40
2028 $ 1,767,330 $ 706,932.08 32,070 | $ 22.04
2029 $ 1,820,350 $ 728,140.05 32,070 | $ 22.70

Table 6: Maximum Assessment Rate Schedule (with 3% Annual Inflation Increase)

5.3. Proposed Assessment Roll

Appendix A shows the proposed ACID Assessment Roll (Roll), which would serve as the
basis for providing notice to each landowner in the District. The notice of assessment will
identify each landowner, the parcels they own as reflected in District records, the
assessable acreage, and the proposed assessment for each parcel. The parcels subject
to assessment are shown in Figure 5-1.

The Roll also documents the weighted voting for the proposed assessment. Voting is
directly related to the maximum annual assessment rate per acre multiplied by the
acreage of each parcel as determined by the Shasta County and Tehama County
Assessors; the votes (maximum annual assessment) are shown for each parcel. Thus,
the voting is based on the proposed assessment for each parcel as a proportionate share
of the total. For this proposed special benefit assessment to pass, a majority vote of
ballots received from landowners (50% plus one or better) is required. The votes are
weighted by the proposed assessment, meaning properties that are proposed to pay
more because of a larger acreage size would have a greater weighted vote compared to
smaller parcels.

5.4. Proportionality of Special Benefit

Section 4(a) of Article XIII D of the California Constitution specifies that assessments may
not “exceed the reasonable cost of the proportional special benefit conferred on that
parcel.” Without the water supplies, facilities, and operations of the District, it is likely that
the benefitted parcels would not be able to be used for commercial-scale agriculture or
any agricultural operations would be constrained by water availability problems and
significantly increased water costs, making the land less valuable. In addition, without the
District’s retention and utilization of its senior water right, groundwater conditions within
the District and the recharge attributable to District operations would not exist. Since
these special benefits accrue equally across all parcels within the District’'s boundaries, it
has been determined by this Report that there is no varying special benefit among
assessable parcels within the District.
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5.5. Conclusion

The primary objectives of the Board are to ensure that the District's necessary
expenditures can be covered by a stable revenue stream and that costs are recovered in
a fair and equitable manner among the benefitted landowners in the District. Based on
those objectives, the District proposes to implement assessments to assist in covering
projected expenses in 2025 and future years. Additionally, it is the goal of the Board to
recover at least a portion of the fixed costs of operating the District without relying on
revenues generated by intermittent and unreliable outside water sales. Approval of the
proposed assessment will contribute to the District sustainably maintaining its senior
water rights as well as delivering surface water supplies to District landowners and water
users. As such, the Engineer's Report concludes that this assessment provides an
equitable and special benefit to the affected properties.
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Figure 5-1: District Assessable Acreage Map
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6. IMPLEMENTATION PROCEDURES

It is the Engineer’s professional opinion that the proposed assessment structure offers an
equitable procedure for ACID to generate revenues for its continued operations. The
District intends to proceed with an election process complying with the applicable
provisions of Article XllI D, section 4, of the California Constitution to allow for the levy
and collection of a land-based assessment.

The Board will be asked to approve and accept the Engineer’'s Report and initiate the
Proposition 218 assessment process by mailing notices and ballots to all affected
landowners and setting a public hearing to be scheduled not less than 45 days after
mailing the notice and ballot to receive landowner feedback and tabulate ballots. While
not required by Proposition 218, the Board may elect to conduct public workshops to
discuss the proposed assessment and answer questions from landowners and
stakeholders prior to the public hearing.

At the public hearing, the District Board will hear all landowner comments and questions,
take into consideration any objections to the proposed assessment. Ballots may be cast
or withdrawn at any time prior to the close of the public hearing. Once the public hearing
is closed all ballots will be opened and counted in public. A majority vote approval of
the weighted ballots received is necessary for the District to approve and
implement the assessments in accordance with the Maximum Assessment Rate
Schedule for all assessable parcels within the boundaries of the District. If a majority
vote supports the proposal, the District Board will have the authority to determine and
implement the amount of each annual assessment at its discretion, not to exceed the
annual Maximum Assessment Rate.
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Appendix A

Assessment Roll for ACID
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Anderson-Cottonwood Irrigation District Special Benefit Assessment - Prop 218 Balloting Process Schedule December, 2024

Task Duration Month 1 Month 2 Month 3 Month 4 Month 5 Month 6
WK1 WK2 WK3 | WK4| WK1 | WK2 WK3 WK4 | WK1 WK2 WK3 | WK4| WK1 | WK2 WK3 WK4 | WK1 WK2 WK3 | WK4| WK1 | WK2 WK3  WK4

Landowner Outreach & Education

Develop Landowner Outreach & Education Strategy & Schedule 1-month

Preparation of Outreach Materials 1-month

Implement Landowner Outreach & Education 4- months

Prop 218 Process:

Prepare Final Engineer's Report, Public Notice, Roll, Ballot Materials 3-weeks

District Board Meeting to approve Engineer's Report, Prop 218 ballot materials 1-day

Printing Prop 218 Ballot Materials 3 weeks

45-day Public Notice Period - Mail Ballots December 30th 45-days

Prop 218 Public Hearing 1-day
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STRATEGY AND PLANNING

* Develop Timeline & Tactics
e Guides our approach and ensures time spent is
effective
* Develop Key Messages & Talking Points

* All collateral and spokespersons convey clear,
consistent ideas for the public to understand

* Develop Campaign Tagline & Logo
* Give the communications efforts across channels a

reco /n/'zab/e identity, and convey the core message
quickly

* Establish Public Engagement Access Processes

* Provide consistent access for public engagement
and Q&A to build trust and capture more people

PROP 218
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LARGE LANDOWNER/INFLUENCER ENGAGEMENT

* Develop large landowner/influencer list
e Source contacts for the most influential votes in the election

* One-on-one/small group landowner meetings

e Semi-casual meetings help gauge broader landowner questions,
support, and opinions
e Educate your influencers early on

* BOD/GM targeted phone calls

 [f time limits, divide the list and make phone calls
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PRINT COLLATERAL

Educational Handout

* Simplify election components & convey the
main benefits and value of the fee to the public

Direct Mailer(s)

* Reach every single voter with educational
information and promote public workshops

Frequently Asked Questions (FAQs)
* Get ahead of misconceptions & further key
messages on more detailed election topics
Key Data/Info Graphics

* Offer visual representation of key
information/data comparisons

Wallet Card
* ACID staff/BOD conversation piece

PROP 218 ELECTION g ** (ZSI-) GROUNDWATER
Rt

€

CONTACT US } SUSTAINABILITY
(559) 233-7161 k

LEARN MORE Prop218@fresnoirrigation.com } & SURFACE WATER

© N INFRASTRUCTURE

With over 100 successful

years behind us, it’s time to LEGAL AND WATER

invest in the next century. . ﬁ BIGHTS DEEENSE

L~ _..:' ’r
co NTIN u E THE LE GACY P - www.fresnoirrigation.com/prop218

FID Landowners Continue the Legacy

FID’s Pre 218 (Prop 218) el

adrive to carn

@ 17%
fight for our water rights and

advocate for ourlandowners
onregulatory issues

Learn more and find resources at fresnoirrigation.com/prop218.
Have questions about where Prop 218 dollars are being spent? Contact FID at (559) 233-7161.




DIGITAL

COMMUNICATIONS

Dedicated Webpage
* Landing place for all campaign collateral and
communication

Social Media Graphics/Content & Influencer
Marketing

* Develop key messaging collateral for repetition
* Disseminate to and through strategic pages and
groups
Email Marketing Content
* Repeat the message & strengthen multi-channel
delivery
Text/Voicemail Content
* Direct delivery of key messages on existing ACID
channels
Key Topics Video Series

* Bite-size explainer videos to grab attention &
simplify concepts

N~

North Fork Kings

Groundwater Sustainability Agency

Join us at an upcoming Prop 218 workshop to learn more about the election &
your questions answered. All workshops will take place at the Riverdale Memo
located at 3085 W Mt. Whitney Ave, Riverdale, CA 93656.

Workshop #1: Tuesday, May 21, 5:30 - 7:00 PM (Interpretacion disponible en es

Workshop #2: Wednesday, June 5, 8:00 - 9:30 AM

RSVP now

About the Prop 218 Election

The North Fork Kings GSA Board of Directors approved the Engineer's Report a
March 27 meeting, a required step to initiate a Proposition 218 (Prop 218) electior,

The North Fork Kings GSA is holding the election to secure funding to m

RSVP for a workshop to learn more about e $21.50
upcoming Proposition 218 election FRESNO 1D (2023)

» WATER COST COMPARISON

Estimated Cost of Water in FID Compared to Nearby Districts (per Acre-Foot)

$50.00 $100.00 $150.00 $200.00 $250.00 $300.00

$24.09

CONSOLIDATED ID

$35.60

FRESNO ID (2024)

$50.11
$51.50

FRESNO ID (2028)

$55.48

Even with the increased investment

proposed by FID’s Proposition 218
election, the estimated cost of
water per acre-foot* remains highly

competitive compared to nearby

ALTA ID irrigation districts.

[ $99.00

$109.87
$159.06

TULARE ID

Groundwater Sustainability Plan (GSP) approval from the State and kee
control over sustainability efforts. JAMES ID
While the approval for the Groundwater Sustainability Plan (GSP) was secured, th

$264.18
pressing need for additional funding to execute essential GSP activities and progre, MADERA ID
ensure local compliance with regulations and keep groundwater management in |
hands. *An acre-foot of water is equal to ~360,000 gallons, enough water to cover an acre of land about 1 foot deep.
This chart was developed assuming an average 2.5 acre-feet per acre.

Given that the Sustainable Groundwater Management Act (SGMA) imposes grounc

management requirements and responsibilities without providing direct funding, GSAs like
the North Fork Kings must generate their own funds. The North Fork Kings GSA is
actively pursuing funding through the upcoming Prop 218 election. Visit
northforkkings.org 8election for more information and additional resource
Prop 218 election.

ct
Fresno Irrigation District 2023 Proposition 218

i

Watch on B8 YouTube

Announcement o lad
—_— Watch later  Shage



https://youtu.be/GfZUdmv17AY

IN-PERSON ENGAGEMENT

e 2-3 Workshops (Hybrid — in-person or online)
* Increase public access and transparency
* Geographically dispersed to hit key
audience groups
* Coffee shop talks/office hours

* Semi-casual opportunities for additional
Q&A and public access within the
cities/communities

* Build public rapport and continue
education efforts

* Dispel election misconceptions

PROVOST&PRITCHARD




PRESS COVERAGE/MEDIA

ENGAGEMENT xmzﬁf:iggzﬂiﬁmmnmcmm

A seven-figure investment to save domestic wells in the South Valleyis a
groundbreaking move, and the largest investment of its kind in the region.

EE\ BY DANEEL QUIGICH - LNE 27,2024 - (3 TMINUTEREAD

* Press Meeting(s) with Key
Outlets

* In f orm the press ear /y on & The big picture: Following the Proposition 218 election hearing on Wednesday &
educate reporters on the o o oo sssesment o facalyear 024 =
election o o N ‘

* Get ahead of potential " Saling s g,
misconstrued stories and = THE (@ SUN ¢ a
reporting TR

* Press Releases at Key Election o o i st Bty sl
Milestones Cae M L L
* Give the story you need to share i o 19 S i s g

with the public
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GOVERNMENTAL AFFAIRS

* City and County Officials/Staff Briefings

* Ensure officials who may field questions from their constituents are
educated on the election and can redirect people to the right
information

* Build local government support coalition

* Disseminate Election Collateral via City/County Channels

e Leverage other agencies’ digital channels to reach a wider audience
of voters with the campaign message

PROVOST&PRITCHARD



Prop 218 Engagement Approaches

Estimate Ranges
All the Way Scaled Back/Moderate Minimalist

Strategy and Planning

Large Landowner Engagement Large Landowner Engagement ¢ Large Landowner Engagement
Collateral

Digital Comms
In-Person Engagement

Press Coverage/Media Press Coverage/Media
Governmental Affairs Governmental Affairs

$55,000 - $70,000 $45,000 - $55,000 $35,000 — $45,000

*orange = select highest priority items under that campaign category & pare down activities
PROVOST&PRITCHARD



Questions & Discussion
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MK ELECTION SERVICES, LLC
NII P.O. Box 722, Merced, CA 95341
Office: (209) 230-5165 Cell: (510) 593-9831

ELECTION SERVICES

Kenneth Mostern and Caleb Kleppner, Principals

Cesar Casillas, Senior Election Administrator

Kareem Kandil, Joshua Kanter and Jesus Alvarez, Election Administrators

PROPOSAL

Anderson-Cottonwood Irrigation District, Anderson, CA
Via Danny Kerns, Provost and Prichard

Proposition 218 Assessment Ballot

November 5, 2024
Parameters

This proposal concerns one election with the following parameters:

e Media: This is a mail ballot, in which voters return ballots by mail and the ballots are
scanned on the day of the ballot count.

e Legal Background: Election to be conducted according to the rules of California’s
Proposition 218, and related laws and regulations.

e Dates: Mailing to be sent on a date TBD in the winter of 2024-25. Count to be completed
on a date TBD in winter or spring of 2024.

e Voters: For the purposes of this proposal, and based on the estimate that there are 11,200
parcels, we expect approximately 10,000 ballots, of which approximately 8800 will be single-
parcel ballots and 1200 will be consolidated (multi-parcel) ballots.

e Ballot Types: The election will have one ballot type.

e Weights: Votes are weighted by proposed increase in assessment the voter will be subject to
in the event the measure passes. This is determined by a formula that will be created by the
Engineers, and the data will be presented to MKE in its final form, including the combining
of parcels into consolidated ballots. MKE will merge the data onto the ballot in a manner
clear to landowners.

e Other: Use of MKE owned post office box and business reply mail accounts; use of MKE
lock box as onsite depository.

Services Provided by MK Elections

Post office box and reply mail setup
Ballots will use a unique post office box in or near Anderson, California. Postage paid envelopes
provided using MKE business reply mail account.

Data Security
You supply membership data in any standard text or spreadsheet format. The data is yours and we
guarantee it will not be used or shared in any manner outside the scope of the contracted election.



Data handling; Ballot and Mailing Design

Upon receipt of information about the assessments we layout your ballot and accompanying
materials according to our technical standards. Parcel number, fee increase and calculations will all
be printed on the ballot — this is not a secret ballot, and the voter can be identified by the
information on the ballot. We will take the parcel list for the district and split it between single parcel
voters and multiple parcel voters, which are handled differently. With multiple parcel voters we will
create a ballot attachment listing all parcels that are associated with a given ballot. All design choices
are explained and subject to modification according to your needs. Final materials subject to
approval of the district.

Printing and mailing

Printing of envelopes and notices/information inserts will be done by Gowans Printing in Modesto,
California. Ballots will be printed by MKE in house, as will consolidated ballot/multi-parcel ballot
attachments. Insertion and mailing will be done by ABS Direct and mailed from Sacramento.

Administration of the open election

While the election is open, we receive, track and report to you about any undeliverable mailed
ballots returned, and, where a new address is supplied (whether by USPS or by your office) we mail
a new ballot to the voter. We can handle requests for replacement ballots directly from your voters,
or you can handle requests and pass them on to us. We can add voters during the open election
period at your request.

Ballot Count
The ballot count consists of four processes:

e Authentication. Barcodes are scanned to ensure the authenticity of the ballot and
qualification of the voter. Voter qualifications can be updated on the day of the count if your
rules require it.

e Optical Scan and Preliminary Report. Ballots are scanned using a high-speed batch scanner,
and images are processed against a template. Preliminary reports can be shown on screen
periodically during the scanning process, or can be withheld until after all ballots are scanned
as per your rules.

e Auditing and Certified Report. Testing protocols are followed to demonstrate that the
software and equipment have functioned propetly and provided accurate tallies. This can be
done in front of representatives of the county, or, by projection the computer screen, in
front of a whole room of witnesses, according to your wishes. The detail and extent of the
audit is determined by the accuracy of the initial count and the closeness of the election.
Ultimately, audits of as few as 50 ballots, or as many as 100% of all ballots cast, can be
conducted, and the final determination of the depth of the audit is made by the county or
other authority.

e Delivery of the legal record. Once the count is completed, the paper and electronic record of
the election is consolidated in storage boxes and sealed, to be opened only in the case of a
formal challenge. In most cases the client receives these for storage.

Because the ballot count is taking place at a public hearing, members of the public are invited to
witness it. At your discretion we may project the computer screen on which ballots are being
processed for easy viewing of multiple people. Date and time of ballot pickup may also, if you wish,
be advertised so that individuals concerned with the custody of the ballots may follow that process.




Post-election support/investigations/legal challenges

In the event of a formal challenge, MK Elections cooperates with the investigation in consultation
with the client. We will provide answers to questions by phone at no charge, and in all reasonable
circumstances we will appear at hearings asking only to be reimbursed for travel costs, but not for
our time. If it is necessary to generate additional reports as the result of a challenge, we will in most

cases do so at no additional charge.

Pricing
Base Fee for MK Elections Services $11,500
MKE set up of post office box and accounts $900
Reimbursement for setup travel $250
USPS box rental and Business Reply Mail $1300

account setup charges

Return postage, if Business Reply Mail is used

$.87 per piece for returned mail, estimated 3300
pieces @ $2871

Ballot printing, two-sided

outgoing postage

e 10,000 ballots $3350

e 1200 consolidated ballot page two $160
Envelope and insert printing, based on 10,500
(including overs)

e  Outgoing #10 window envelope $3937

e Return #9 envelope

e Information sheet (one or two 8 "2 x

11, two-sided)

Insertion and mailing services; includes $11,100

Replacement ballot service, per piece
If replacement ballot requires data/value
recalculation

$6.73/piece (includes postage)
$16.73/piece (includes postage)

Incidental

Travel and meals

Two or three people from Merced, driving
miles, meal. Depending on number of ballots
voted, we may choose to bring one person
from out of area, includes transportation, one
night hotel.

$1000 max.

Estimated total
Includes outgoing postage and return postage,
but does not include replacement ballot service

$36,368




Terms

$12,000 deposit on signing of contract
Balance to be invoiced at end of project, due 20 days from sending of invoice
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