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1 – INTRODUCTION 

PURPOSE OF THE REPORT 
Although an engineer’s report is not required by Proposition 218 for imposition of property-

related fees and charges (California Constitution Article XIII D, Section 6), the Merced 

Subbasin Groundwater Sustainability Agency (MSGSA) has nevertheless created this 

Engineer’s Report (Report) to describe proposed projects and management actions 

(Improvements) the MSGSA seeks to implement as part of efforts to achieve sustainability 

as defined in the Merced Subbasin Groundwater Sustainability Plan (GSP), along with 

proposed total revenue needed and likely annual charges for Fiscal Year 2023, 2024, 2025 

and 2026 (Charges). 

MSGSA’S AUTHORITY TO CHARGE FEES 
MSGSA’s fee authority is derived from the specific Sustainable Groundwater Management 

Act (SGMA) legislation codified in Water Code 10730 through 10731 “Financial Authority”.  

Specifically, section 10730.2 of the Water Code allows the MSGSA to impose fees for 

regulated activities, including but not limited to GSA administration and operations, projects 

and management actions defined in the Merced Subbasin GSP, and a prudent reserve, 

which constitute a Property-Related Fees under Proposition 218.  

In 2019, the landowners within the MSGSA approved the adoption of an Administrative Fee 

through the Proposition 218 process (2019 Fee).  Since passage in 2019, that fee has 

funded, and will continue to fund, MSGSA administrative activities.  This Report details a 

proposed fee that will be additive to the 2019 Fee for the benefiting parcels identified in 

this Report. 

PROPOSITION 218 REQUIREMENTS 
In November 1996, the California voters approved Proposition 218, the Right to Vote on 

Taxes Act, which added Article XIII D [Assessment and Property-Related Fee Reform] to the 

California Constitution.  Proposition 218 imposes certain requirements relative to the 

imposition of certain assessments, fees, and charges by local agencies.  SGMA requires that 

fees imposed pursuant to Section 10730.2: “shall be adopted in accordance with 

subdivisions (a) and (b) of Section 6 of Article XIII D of the California Constitution”.  MSGSA’s 

compliance with the provisions of Proposition 218 is intended to fully inform MSGSA’s 

landowners while simultaneously giving them a direct say in the matter.  

In general, to comply with the substantive requirements of Proposition 218, before a local 

agency can levy new fees or charges, they must confirm the following:  

1. Revenues derived from the fee or charge must not exceed the funds required to 

provide the property-related service; 
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2. Revenue from the fee or charge must not be used for any purpose other than that 

for which the fee or charge is imposed; 

3. No fee or charge may be imposed for general governmental services, such as police, 

fire, ambulance, or libraries, where the service is available to the public in 

substantially the same manner as it is to property owners; 

4. The amount of a fee or charge imposed upon any parcel or person as an incident of 

property ownership must not exceed the proportional cost of the service 

attributable to the parcel; and, 

5. The fee or charge may not be imposed for service, unless the service is actually used 

by or immediately available to, the owner of the property in question. 

This Report has been prepared to document compliance with these statutory requirements.  

PROCESS 
Following submittal of this Report to the MSGSA Board of Directors (Board) for preliminary 

approval, the Board may, by Resolution, call for protest proceeding and public hearing on 

the proposed establishment of the Charges for implementation of the Improvements.  If the 

Board so directs, a notice of charge (Charge Notice) will be mailed to property owners 

within the MSGSA whose property may be subject to the charge.  Such notice will include a 

description of the Improvements to be funded by the proposed Charges, the per-acre 

proposed Charge amount for each parcel owned, and an explanation of the method of 

submitting a protest on the Charge.  

After the Charge Notices are mailed to affected property owners, a minimum 45-day period 

must be provided before the public hearing is conducted. Following this 45-day period, a 

public hearing must be held for the purpose of allowing public testimony regarding the 

proposed Charges.  

The Public Hearing is tentatively scheduled for July 19, 2022, at 6:00 pm.  At the Public 

Hearing, the public will have the opportunity to speak on the issue, voice any concerns, 

submit protests, and obtain further information about the proposed Charges. 

Tabulation of any written protests received will begin after the close of the Public Hearing.  
At that time, it is anticipated the tabulation results will be announced. If it is determined 
that majority of “owners of identified parcels” have not submitted written protests, the 
Board may take action to approve imposition of the Charge to begin with Fiscal Year 20231.   

 
1 Fiscal Year 2023 begins in July 2022 and the proposed Charge would be a charge included on County tax bills 
mailed to landowners in fall of 2022. 



 

MSGSA Phase 1 Funding Mechanism 
Engineer’s Report – May 2022  6 

LIMITATIONS OF THE ENGINEER’S REPORT 
This Report is limited to the estimated revenue to fund the projects and management 

actions as those are represented in MSGSA’s Two Phased Groundwater Sustainability Plan 

Implementation Approach and described more fully in this Report.  

STATE INTERVENTION ALTERNATIVE 
If local GSAs are unable or unwilling to sustainably manage their groundwater basin, the 

State Water Resources Control Board (SWRCB) may step in to protect the groundwater 

resources using a process called state intervention. The SWRCB is responsible for setting 

and collecting fees to recover the costs associated with state intervention and has 

established a fee structure as detailed on its website2.  

As explained on the website, the SWRCB can and will intervene and implement the 

requirements of the SGMA legislation in the Merced Subbasin if locals are unable or 

unwilling to comply with the law.  In such a case, the Subbasin would be considered a 

“Probationary Basin” by the SWRCB, who would directly charge the intervention fees to 

each groundwater extractor (landowner).  As noted on its website, the SWRCB would 

require each well owner to annually report to them and pay $300 per well per year and 

either $40 or $55 per acre-foot pumped, as determined by the SWRCB.   

 

 
2 https://www.waterboards.ca.gov/water_issues/programs/sgma/reporting_and_fees.html  

https://www.waterboards.ca.gov/water_issues/programs/sgma/reporting_and_fees.html
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2 – ABOUT THE MERCED SUBBASIN GSA 

The MSGSA is a nine-member, multi-agency Joint Powers Authority (JPA) located within the 

Merced Subbasin (5.022-14) of the San Joaquin Valley Groundwater Basin as defined in 

DWR Bulletin No. 118 and encompasses a total area of approximately 337,574 acres within 

its boundaries.  Agriculture is the major producing industry in the territory of MSGSA. Top 

commodities reported by the Agricultural Commissioner include milk, almonds, chickens, 

cattle, sweet potatoes, tomatoes, and hay/silage.  The communities of Le Grand, Planada 

and El Nido have been identified by DWR as disadvantaged communities (DACs).  

The MSGSA was formed to be the GSA responsible for implementing the Sustainable 

Groundwater Management Plan (SGMA) in the remaining portion of the Merced Subbasin 

not covered by the Merced Irrigation Urban Groundwater Sustainability Agency (MIUGSA) 

or the Turner Island Water District Groundwater Sustainability Agency (TIWDGSA).  Figure 1 

shows the boundaries for all three GSAs within the Merced Subbasin.   

Collectively, the three GSAs will manage groundwater within the Merced Subbasin to 

achieve the sustainability objectives identified in the Merced Subbasin GSP.   

Figure 1:  Merced Subbasin Groundwater Sustainability Agencies  
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MSGSA JPA member agencies include the County of Merced, County of Mariposa, Le Grand-

Athlone Water District, Merquin County Water District, Plainsburg Irrigation District, 

Stevinson Water District and Amsterdam Water District.  Participating contracting entities 

include Lone Tree Mutual Water Company and Sandy Mush Mutual Water Company.  The 

MSGSA member agencies are shown in Figure 2. 

Figure 2:  MSGSA Member Agency Location Map 
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3 – PROPOSED IMPROVEMENTS TO BE FUNDED 

This Report describes the financial needs and proportional cost distribution to be imposed 

by the MSGSA on each eligible parcel within the MSGSA boundaries to collect revenue in 

the form of fees that will be used to finance specific projects and management actions 

(Improvements) consistent with the Merced Subbasin Groundwater Sustainability Plan 

(GSP) adopted by the MSGSA in December 20193.  Specifically, the revenue will fund: 

a. Key functions described in MSGSA’s Resolution 2021-02: Resolution of the Merced 

Subbasin Groundwater Sustainability Agency on a Two Phased Groundwater 

Sustainability Plan Approach4, specifically the elements described under Phase 1 of 

the resolution; and  

b. MSGSA’s portion of efforts to obtain a new water right in coordination with the 

Merced Irrigation District and others as described in MSGSA’s Resolution 2020-01: 

Resolution Authorizing Execution of Agreement Regarding the Acquisition of Certain 

Flood Flow Water Rights and Water Supply Among the Merced Irrigation District; 

Merced Subbasin Groundwater Sustainability Agency; Turner Island Groundwater 

Sustainability Agency-1; Le Grand-Athlone Water District; Plainsburg Irrigation 

District; Amsterdam Water District  Sandy Mush Mutual Water Company; La Paloma 

Mutual Water Company; and, Lone Tree Mutual Water Company, and Authorizing 

Actions Related Thereto5 

MSGSA RESOLUTION-SPECIFIED DIRECTION 
Resolution 2021-02 directed the design and adoption by summer of 2022 of a Phase I 

Proposition 218 fee to fund mechanisms for implementation of the Water Year 2025 

Objective, referred to as the “Phase I Funding Mechanism.”  Furthermore, Resolution 2021-

02 identified the following potential items to be funded by the Phase 1 Funding Mechanism:  

1. A land repurposing program to achieve up to the objective of 15,000 acre-feet 

annually of reduced groundwater consumption  

2. Development of year-to-year parcel-based water budgets  

3. Domestic well assistance study or activities  

4. Activities to fill data gaps identified in the Merced GSP Data Gaps Plan  

5. Water rights application costs to beneficiaries  

 
3 http://mercedsgma.org/resources#draft-gsp  
4 Resolution 2021-02 was adopted by the MSGSA Board on November 12, 2021.  The resolution is available 
here: https://mercedsubbasingsa.org/wp-content/uploads/2022/02/Reso-202102-Two-Phased-GSP-
Implementation-Approach-FINAL-SIGNED.pdf  
5 Resolution 2020-01 was adopted by the MSGSA Board on June 12, 202.  The resolution is available here: 
https://mercedsubbasingsa.org/wp-content/uploads/2022/02/Water-Rights-Agreement-Resolution-SIGNED-
06.17.20.pdf  

http://mercedsgma.org/resources#draft-gsp
https://mercedsubbasingsa.org/wp-content/uploads/2022/02/Reso-202102-Two-Phased-GSP-Implementation-Approach-FINAL-SIGNED.pdf
https://mercedsubbasingsa.org/wp-content/uploads/2022/02/Reso-202102-Two-Phased-GSP-Implementation-Approach-FINAL-SIGNED.pdf
https://mercedsubbasingsa.org/wp-content/uploads/2022/02/Water-Rights-Agreement-Resolution-SIGNED-06.17.20.pdf
https://mercedsubbasingsa.org/wp-content/uploads/2022/02/Water-Rights-Agreement-Resolution-SIGNED-06.17.20.pdf
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6. Merced Subbasin GSA staff augmentation and consulting support services  

AD-HOC RECOMMENDED ATTRIBUTES OF THE PHASE 1 FUNDING MECHANISM  
At its January 13, 2022 Board meeting, the MSGSA approved the creation of a 218 Ad-Hoc 

Committee to discuss the elements of a new charge for implementing the GSP, including 

what is funded by the Phase 1 Funding Mechanism, the rate structure, and which parcels 

are subject to SGAM and therefore will be responsible for providing necessary funds, and to 

make recommendations to the MSGSA Board.  After several meetings, the 218 Ad-Hoc 

Committee has recommended the following attributes regarding the Phase 1 Funding 

Mechanism: 

1. The fee will be imposed on parcels designated as “irrigated” by the Merced County 

Assessor’s Office, exempting any irrigated parcel 2 acres or less and any federally 

owned irrigated parcels. 

2. The Charge will be imposed on parcel owners through a charge placed on each 

Merced County tax bills sent in 2022, 2023, 2024, and 2025, afterwards sunsetting 

pursuant to Resolution 2021-02. 

PRIMARY IMPROVEMENTS TO FUND 
The 218 Ad-Hoc Committee also recommended the following Improvements that would be 

funded through revenue collected under this proposed Charge. 

1. Phase 1 Land Repurposing Program.  Beginning with the 2023 irrigation season, a 

land repurposing program to help achieve the Water Year 2025 Objective; and 

2. GSA Executive Director.  Beginning no sooner than January 2024, hiring an Executive 

Director for the GSA and associated costs; and 

3. Domestic Well Mitigation Program Fund.  In anticipation of a domestic well 

mitigation program that will be developed by the GSAs within the Merced Subbasin, 

a fund will be established from which to address qualified mitigation efforts;6 and 

4. Parcel-Based Water Budgets.  By fall 2023, contracting with a qualified vendor to 

provide parcel-based water use budgets as both an information tool for irrigators 

and a tool for the MSGSA to evaluate and potentially implement an allocation 

approach. 

5. Water Rights Application Payment.  Applicable to a subset of irrigated parcels within 

MSGSA boundaries, support the water rights application process defined in 

Resolution 2020-01.  

The estimated maximum budget for the first three of these Improvements is described 

below.  Funding for the final improvement, the Water Rights Application Payment, is 

 
6 Funding for a to-be-developed domestic well mitigation program was recommended by the full MSGSA 
Governing Board at its May 12, 2022 meeting. 



 

MSGSA Phase 1 Funding Mechanism 
Engineer’s Report – May 2022  11 

described separately as it benefits a subset of irrigated lands within the MSGSA boundary 

and will therefore only be charged to those landowners.  

1 - Funding for the Phase 1 Land Repurposing Program 
The primary program to fund with the Phase 1 Funding Mechanism is Resolution 2021-02’s 

Phase 1 Land Repurposing Program (LRP).  As previously noted, the Phase 1 LRP is a critical 

tool being promoted by MSGSA Board to help achieve the Water Year 2025 Objective of 

reducing the consumptive use of groundwater by a minimum of 15,000 acre-feet annually 

to reach the required SGMA sustainability goal for the basin. 

Importantly, the Phase 1 LRP was represented in Resolution 2021-02 as a near-term action 

to be funded with a fee that would sunset and be replaced by a to-be-developed Phase 2 

Funding Mechanism.  With this important limitation, the total revenue necessary to 

implement Phase 1 LRP has to consider how the Phase 1 LRP will be designed – such as 

contract durations and timing of participation. 

To work on the design, the MSGSA Board established an LRP Ad-Hoc Committee in January 

2022 and directed the consulting firm EKI to work on the Phase 1 LRP.  Through the work of 

the Ad-Hoc Committee, EKI, and discussions with the MSGSA’s Technical Advisory 

Committee (TAC), the approach, anticipated consumptive use savings, and maximum 

potential funding to implement the Phase 1 LRP were discussed and developed.   

A foundational outcome of these efforts is that the Phase 1 LRP is entrepreneurial, seeking 

to receive offers from interested participants whereby such offers are objectively scored by 

the MSGSA against pre-designed criteria.  This type of program should result in 

opportunities to reduce consumptive use that best meet the needs of landowners while 

also providing a competitive market that should result in the most productive opportunities 

to meet the 15,000 acre-feet annual reduction goal at the lowest overall total cost. 

Furthermore, the LRP Ad-Hoc Committee and the TAC both recommended that the Phase 1 

LRP be designed such that participants agree to reduce consumptive use of groundwater on 

a particular parcel for a minimum of 3 years.  This minimum duration is designed to help 

assure participants undertake actions specific to the Phase 1 LRP to reduce consumptive use 

of groundwater rather than be compensated for reductions that may likely have occurred 

without the Phase 1 LRP incentive.  For instance, if a single-year contract were allowed, a 

participant may enroll a parcel for payment even though the participant was already 

planning to fallow the parcel as part of replanting or other agronomic purposes.   

With the further constraint imposed by Resolution 2021-02 regarding the Phase 1 Funding 

Mechanism sunsetting after 2025, the Ad-Hoc Committee and the TAC also recognized that 

contracts could not be entered into that would promise to pay participants for much longer 
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periods than revenue would be available to fund.  As a result, the Ad-Hoc Committee and 

TAC recommended contracts be set as a minimum of 3 years and a maximum of 5 years. 

However, for purposes of budgeting, a conservatively high estimate for the cost of the 

Phase 1 LRP must be made even if the program can succeed at a lower cost.  EKI developed 

a spreadsheet tool that allowed the Ad-Hoc Committee to evaluate varied price-per-acre 

and price-per-acre-foot payments along with program administration costs.  Data included 

in the tool reflected various factors including average per-acre lease prices in Merced 

County7, recent cost per acre-foot for supplemental water supplies made available by 

Merced Irrigation District (as a proxy for the cost of surface water)8, and estimates of staff 

or consulting support to successfully carryout the program9. 

Using the EKI tool to evaluate various costs, the LRP Ad-Hoc recommended a maximum 

budget of $15,000,000 (fifteen million dollars) be funded to fully implement the Phase 1 

LRP.  This would allow for the Water Year 2025 Objective of 15,000 acre-feet of annual 

demand reduction be achieved as early as the 2023 irrigation season and allow for funding 

up to five-year contracts that would achieve this savings through 2027.   

The budget would be funded through four separate annual payments collected by the 

County and transferred from the County to the MSGSA for annual payments to participants.   

Table 1 demonstrates the timing among several elements of the Phase 1 LRP.   

1. The County would include the Charge, distributed to the fee roll described later in 

this Report, beginning in Fiscal Year 2023, which would be on tax bills received by 

landowners during fall of 2022.  As part of standard practice, landowners can pay 

their County tax bill in one or two installments, with a mandatory minimum in 

December and any remainder the following February.  The total budget would be 

evenly distributed across four annual tax bills, beginning with Fiscal Year 2023 and 

ending with Fiscal Year 2026 (which is sent in fall of 2025). 

2. Per agreements with the County’s Assessor’s Office, funds are transferred from the 

County to the MSGSA in early spring, following the final payment period. 

3. Assuming the full objective of 15,000 acre-feet of reduction in the consumptive use 

of groundwater can occur each year, and assuming the most conservatively high 

 
7 USDA National Agricultural Statistics Service data for irrigated cropland in Merced County (2021) is $410 per 
acre. https://quickstats.nass.usda.gov/results/43C66C26-FFEB-383C-904A-B6D32D6457E1  
8 “Neighboring growers in our groundwater basin may have access to a  
limited amount of temporarily available transferred surface water at $180 per acre foot.” 
http://www.mercedid.com/default/assets/File/FY%202021%20Budget%20Book%20page%20number.pdf 
(page v) 
9 Staff or consulting tasks would include seeking and reviewing offers, developing and executing contracts, 
monitoring and enforcement, and other miscellaneous activities.  This is estimated at a maximum of $250,000 
per year. 

https://quickstats.nass.usda.gov/results/43C66C26-FFEB-383C-904A-B6D32D6457E1
http://www.mercedid.com/default/assets/File/FY%202021%20Budget%20Book%20page%20number.pdf
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payment for participants, the GSA would make payments to participants at the end 

of each irrigation season (following verification), beginning in 2023 and continuing 

through 2027. 

4. The final row indicates the fund balance as the collected revenue is paid to Phase 1 

LRP participants through the end of the 2027 irrigation season. 

Table 1: Estimated Budget and Expenditure Timing for the Land Repurposing Program 

Calendar Year 2022 2023 2024 2025 2026 2027 Total 

County Tax Bill $3,750,000 $3,750,000 $3,750,000 $3,750,000 n/a 

$15,000,000 
Funds from County to GSA $3,750,000 $3,750,000 $3,750,000 $3,750,000 n/a 

GSA Expenditure $3,000,000 $3,000,000 $3,000,000 $3,000,000 $3,000,000 

Fund Balance $750,000 $1,500,000 $2,250,000 $3,000,000 $                   0 

 

2 - Funding for GSA Executive Director  
The MSGSA Board has also recognized that efforts necessary to implement projects and 

management action as described in the GSP will require expanded staff support.  Currently, 

and since its inception, the MSGSA has been supported by County staff, partially reimbursed 

through agreements.  Staff functions have ranged from being the Secretary to the Board 

during meetings, to providing day-to-day coordination, development, and facilitation of the 

GSA’s activities10, to providing various financial, auditing and accounting services.  The GSA 

re-imburses the County about $75,000 annually for these services. 

A subset of the 218 Ad-Hoc has discussed the anticipated staffing needs for the MSGSA over 

the next several years as projects and management actions ramp up.  While the Board will 

need to make actual staffing decisions, the 218 Ad-Hoc recommended that the MSGSA 

anticipate having necessary staff in place over the next few years to accommodate the 

increased work as well as a shift away from the County providing such services.  The staffing 

recommendation included employing an Executive Director/General Manager and two 

junior- to mid-level supporting staff with planning, technical, or engineering experience and 

training.  Staff would also need office space, equipment, and other determined tools and 

services to effectively function as an independent body from the County. 

The 218 Ad-Hoc further recognized that the 2019 Fee includes authority to support 

administrative staffing functions.  However, the 2019 Fee has limited capacity as it 

continues to be used to support on-going administrative efforts, planning studies, GSP 

development and reporting, and other authorized functions, thus likely cannot support all 

anticipated staffing functions.  For purposes of establishing the Charge, this Report assumes 

 
10 Lace McBride, Merced County’s Water Resources Manager, provides day to day functions for the GSA in 
addition to her County functions.  She is supported by other County staff and consultants as necessary. 



 

MSGSA Phase 1 Funding Mechanism 
Engineer’s Report – May 2022  14 

the support staff would be funded through the 2019 Fee, while the Executive Director 

would be funded through this proposed Charge. 

To manage staffing over time and to help assure the Phase 2 Funding Mechanism is 

established by 2026, the 218 Ad-Hoc recommended that the Executive Director position be 

funded under the Phase 1 Funding Mechanism.  Furthermore, the recommendation 

included that, while support staff could be used immediately, the Executive Director 

position should be filled no earlier than January 2024 with revenue collected for a two-year 

contract, maximum (e.g., Calendar Year 2024 and 2025). 

Estimates for the necessary budget to support a maximum 2-year contract for an Executive 

Director is informed from budgets obtained from other GSAs with similar existing position 

already budgeted.  Table 2 summarizes the budget information obtained from several GSAs. 

Table 2: Estimated Budget for an Executive Director 

GSA Position Budgeted Cost Dedicated to only GSA? 

Eastern Tule GSA General Manager 243,000 Yes 

Greater Kaweah GSA General Manager 245,000 Yes 

Mid-Kaweah GSA General Manager 265,000 No 

East-Kaweah GSA General Manager 165,000 No 

North Kings GSA 
Executive Director 100,000 

No 
Support staff 20,000 

McMullin Area GSA General Manager 189,000 No 

East Turlock Subbasin GSA 
GSA Coordinator 75,000 

No 
Secretary 24,600 

 

Using this information, a conservative maximum 2-year budget of $500,000 is assumed for 

purposes of this Report.  This would provide necessary funds for salary while 

accommodating likely other associated costs for office space and equipment.  This is 

equivalent to a budget of $250,000 per year.  Conservatively, this necessary revenue would 

be collected over the four-year billing period and held in reserve for expenditure during 

2024 and 2025.   

3 – Domestic Well Mitigation Program Fund  
In the initial consultation letter from the Department of Water Resource (DWR) regarding 

the adopted Merced Subbasin GSP, DWR identified a concern that the GSAs were 

inadequately addressing all beneficial users, especially calling attention to drinking water 

interests (e.g. domestic well owners).  As a recommendation to help the GSP achieve state 

approval, DWR suggested, among other corrective actions, the following:  

“The GSAs should revise the GSP to describe how they would address drinking water 

impacts caused by continued overdraft during the period between the start of GSP 
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implementation and achieving the sustainability goal. If the GSP does not include 

projects or management actions to address those impacts, the GSP should contain a 

thorough discussion, with supporting facts and rationale, explaining how and why 

the GSA determined not to include specific actions to mitigate drinking water 

impacts from continued groundwater lowering below pre-SGMA levels.”11  

As of the drafting of this Report, a domestic well mitigation program has not been 

developed or formalized by the MSGSA or other GSAs in the Merced Subbasin.  To address 

DWR’s concerns, including the forementioned one, the revised Merced Subbasin GSP that 

will be adopted and re-submitted to DWR by August 2022 will include a Management 

Action to discuss, develop, and implement a domestic well mitigation program (DWMP). 

In anticipation of having a DWMP in place within the next few years, though absent the 

details, the MSGSA Governing Board will establish a DWMP Fund that will be available to 

address qualified mitigation actions.  Revenue to deposit into the DWMP Fund will be 

generated through this Phase 1 Funding Mechanism. 

To estimate an adequate funding pool, the following assumptions have been made for this 

Report. 

1. The MSGSA will develop reasonable criteria for evaluating claims of an impact 

related to the GSAs’ collective actions and evaluate such claims accordingly where 

considerations may include: 

a. Loss of efficiency/performance reduction 

b. The appropriateness of the original well design and construction 

c. Water level and water quality impacts, and 

d. The percentage (if any) of well owner's mitigation responsibility.   

2. Mitigation actions may include:  

a. Well rehabilitation, deepening, or replacement 

b. In-home treatment programs 

c. Connection to or development of public water systems to serve impacted 

communities 

d. Municipal service connections 

e. Infrastructure rehabilitation 

Furthermore, based upon recent inquiries by Mr. Eric Swenson to local well drilling 

companies, domestic well cost information for different activities is assumed to be: 

1. Drilling and equipping a new domestic well: $20,000 to $30,000, depending on 

depth, materials, and other factors 

2. Replacing a failed pump: $5,000 to $10,000  

 
11 Potential Corrective Action 1(d), Merced Consultation Initiation letter from DWR dated November 18, 2021. 
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3. Extending a pump and electrical wiring deeper in an existing well: $3,000 

While other MSGSA project and management actions in the existing GSP intend to help the 

GSAs reach sustainability goals such that a DWMP is not necessary, the MSGSA believes 

establishing the DWMP Fund immediately will provide necessary revenue should mitigation 

be necessary in the near term.  At its May 12, 2022 Board meeting, the MSGSA voted to 

include a maximum of $200,000 per year in each of the four assessment years to generate a 

maximum DWMP Fund of $800,000. 

Depending on the necessary actions for any qualifying well, the DWMP Fund could 

potentially fund about 30 new wells, or a greater combination of wells should not all 

qualifying situations require a new well.  If all qualifying wells could simply be lowered, 

mitigation could be provided to over 250 wells.   

Therefore, for purposes of creating the DWMP Fund, this Report assumes a maximum of 

$800,000 will be collected, distributed as no more than $200,000 in any of the four 

proposed tax assessment periods. 

4 - Funding for Parcel-Based Water Budgets  
Another vital element to be funded under this Phase 1 Funding Mechanism will be 

establishing a secure on-line platform that allows the MSGSA and landowners to access 

information regarding actual evapotranspiration (ET), also referred to as consumptive use, 

and estimated ET of applied water (ETAW) on a parcel-by-parcel basis.  Access to near real-

time data regarding ET and ETAW will aid irrigators with important water management 

decisions, especially considering Phase 2 of Resolution 2021-02 includes designing and 

implementing an allocation approach12 prior to the 2026 irrigation season.    

A portion of the revenue generated through the Phase 1 Funding Mechanism will be used to 

secure a multi-year contract with a vendor capable of providing a secure on-line platform 

with the following primary attributes: 

1. Calculate ET and estimate ETAW using remote sensing algorithms that combine 

satellite-based and ground-based measurement data. 

2. Provide a platform accessible to landowners and the MSGSA that allows tracking ET 

and ETAW on a parcel-by-parcel or other defined boundary, where data is updated 

monthly at a minimum and potentially available through mobile devices. 

3. Allow for landowner and MSGSA tracking of ETAW compared to a potential annual 

groundwater allocation. 

 
12 As identified in Resolution 2021-02, an allocation approach will be discussed and designed during Phase 1 
and implemented in Phase 2.  The allocation approach would focus on managing the quantity of sustainable 
groundwater available to the MSGSA as specified in the Merced Subbasin GSP. 
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4. Provide various analytic tools for MSGSA use in reporting overall consumptive use 

reductions compared to baseline conditions for purposes of GSP reporting. 

The MSGSA anticipates soliciting for a vendor in early 2023, anticipating executing a 

contract and having work begin prior to the end of 2023.  This would assure that 2024 and 

2025 can be used as piloting years to help landowners become familiar with ET and ETAW 

estimates and using the platform and allow the MSGSA to work with landowners and the 

vendor to refine the tool for best functionality prior to implementing a possible allocation 

approach for the start of the 2026 irrigation season.   

For purposes of budgeting, the MSGSA plans for the contract to be funded through 2026, 

the first year of a potential allocation approach, with options for continued extensions as 

appropriate (funding for any extensions would be through the to-be-developed Phase 2 

Funding Mechanism).  Thus, revenue would be needed to cover initial development in 2023, 

and a functioning platform, along with refinements, for 2024 through 2026. 

Using information from a 2020 Madera County GSA solicitation for similar services, a budget 

for the desired functionality was estimated.  The Madera County GSA received several 

proposals that identified the cost for providing similar services with pricing ranging from 

just one year up to 5 years.  All proposals provided lower annual costs when a multi-year 

budget was entered when compared to a single year.  Annual budgets for multi-year 

contracts ranged in the order of magnitude between $100,000 and $200,000, with 

additional development budgets to get started and customized for the location and GSA 

needs.   

As indicated above, the MSGSA intends to enter contract for three years of water budgets, 

at a minimum.  Therefore, for purposes of estimating necessary budgets, this Report is 

assuming an average annual cost of $150,000 plus front-end development costs of $50,000.  

This results in a budget need of $500,000. 

Summary Budget for Primary Projects and Management Actions 
The four primary Elements have a collective estimated maximum Phase 1 Funding 

Mechanism revenue need shown in Table 3.  In addition, a prudent reserve of 

approximately $300,000 is also included for unanticipated expenses related to the three 

primary Improvements discussed above.   

Importantly, the MSGSA Board of Directors will evaluate the project and management 

actions each year and annually set the fee to irrigated landowners, with the budget set 

forth in the table as the maximum revenue that can be collected.  The Board may choose to 

set the annual fee lower than the maximum fee justified in this Report and approved by the 

landowners as may be warranted by actual MSGSA financial circumstances each year. 
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The total maximum budget for the shared elements, with a contingency and reserve, is 

estimated to be $17,100,000.  These funds would allow implementation of the 

Improvements describe above.  Although the Improvements have different expenditure 

timing, the funds would be collected through this proposed Charge through four annual 

installments on the County Tax Roll.  The revenue to be collected each of the four years is 

estimated at $4,275,000 per year. 

Table 3:  Estimated Total Phase 1 Funding Mechanism Budget for Primary Improvements13 

Shared Improvement Element Budget 

Phase 1 Land Repurposing Program $15,000,000 

GSA Executive Director $500,000 

Domestic Well Mitigation Program Fund $800,000 

Parcel-Based Water Budgets $500,000 

Budget $16,800,000 

Contingency Reserve $300,000 

Total Budget to Collect $17,100,000 

Estimated Annual Budget (per year for 4 years) $4,275,000 

 

FUNDING FOR WATER RIGHTS APPLICATION PAYMENTS 
On December 29, 2019, the Merced Irrigation District (MID) filed a water right application 

(Application) with the SWRCB for available flood flows and other water supplies from the 

Merced River and tributaries within the Merced Subbasin.  In June 2020, the MSGSA Board 

approved a cost-sharing agreement with MID whereby the MSGSA and several members of 

the MSGSA JPA agreed to share in 50% of the cost of the water right application and lengthy 

review, analysis, and environmental compliance process.   

An additional cost-share agreement among the MSGSA JPA members was entered that 

distributed the 50% cost share.  Parties to that agreement and percentage obligations are 

shown in Table 4, with all parties separately responsible for reimbursement to MID for 

charges.  Notable, in addition to MSGSA JPA members, the MSGSA is also responsible for 

28.33% of the MID reimbursable costs.   

Absent only charging the irrigated parcels that are not within the jurisdictional boundary of 

one of the other parties would result in some landowners being double charged.  Thus, this 

particular Improvement being considered as part of this Report will only be charged to the 

irrigated parcels that are not within the jurisdictional boundaries of the non-MSGSA entities 

listed in Table 4.   

 
13 This table excludes the budget necessary to pay for the Water Rights Application as that charge applies to 
only a subset of irrigated landowners within the MSGSA. 
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Table 4:  MSGSA JPA Parties to the Water Rights Application Cost Share Agreement 

MSGSA JPA Member  Obligation 

Plainsburg Irrigation District 2.00% 

Lone Tree Mutual Water Company 3.64% 

Amsterdam Water District 11.02% 

LeGrand-Athlone Water District 19.58% 

Sandy Mush Mutual Water company 17.12% 

La Paloma Mutual Water Company 12.95% 

Merced Subbasin Groundwater Sustainability Agency  28.33% 

 

The true costs of the Application are dependent on several factors, including but not limited 

to, consultant efforts to address SWRCB application requirements and preparation of 

California Environmental Quality Act (CEQA) compliance steps, coordination among parties 

to the application and with the SWRCB, and other related activities.  MID estimated these 

costs to be approximately $7,000,000 over the next 5 years.   

Splitting MID’s total estimate of $7,000,000 results in the cost-share partners responsible 

for $3,500,000 over the same period.  With 28.33% of this responsibility assigned to MSGSA, 

the share that is the responsibility of the parcels not within the other jurisdictional 

boundaries is estimated to be $991,550.  This equates to $198,310 per year over the 5-year 

period, rounded to $200,000 for purposes of this Report.  Since this particular charge would 

be potentially reimbursed under the Phase 1 Funding Mechanism, which is designed to 

sunset after 2025, the 218 Ad-Hoc recommended funds be collected for 2023, 2024 and 

2025.  This would require a total budget of $600,000, which represents $200,000 per year 

for each of the three years. 

Annually, the MSGSA Board will approve the charges necessary to assure funds are 

collected to cover anticipated payments to MID pursuant to the Agreement for the coming 

fiscal year, including sufficient reserves. 
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4 – BENEFITS DETERMINATION  

Except for revenue to fund the Water Rights Application, the proposed projects and 

management actions will benefit all irrigated lands within MSGSA.  The Water Rights 

Application, though also benefiting all irrigated lands within the MSGSA, is already being 

partially paid by many of the landowners within the MSGSA.  Thus, the Water Rights 

Application fee will accrue to a subset of irrigated landowners, as described below. 

With all irrigated lands within MSGSA benefitting, the total budget shown in Table 3 will be 

funded by placing the Charge on all irrigated lands, using a per-acre fee that will be 

multiplied by the gross acreage listed by the County Assessor’s Office for each parcel.  This 

process is currently used to determine the annual fee charged pursuant to the 2019 Fee.  

The MSGSA will add this new Charge to the calculated 2019 Fee for each parcel. 

The lands that have been identified as being subject to the Charge are illustrated in Figure 3.  

When removing irrigated parcels of 2 acres or less, consistent with the 2019 Fee, the total is 

171,400 irrigated acres subject to the Charge14.  

Figure 3. MSGSA Lands Subject to Phase 1 Funding Mechanism 

 

 
14 Each year, the County Assessor’s Office will provide the MSGSA an updated Tax Roll indicating lands defined 
as “irrigated” for purposes of this Charge. 



 

MSGSA Phase 1 Funding Mechanism 
Engineer’s Report – May 2022  21 

The member agencies of MSGSA will also have the option to pay on behalf of their growers. 

Under this scenario MSGSA will bill the member agency based on the LAFCo boundaries for 

each of these entities, pursuant to the same per acre methodology as set forth in this 

Report or have the MSGSA collect the fees from landowners within their boundaries, if the 

proposed Charge is approved.  The proposed Fee Roll for this Charge is provided in 

Appendix A. 

IRRIGATED LANDS SUBJECT TO WATER RIGHT APPLICATION PAYMENT 
 

The lands that have been identified as also being subject to Water Right Application 

Payment Charge are illustrated in Figure 4.  These are the irrigated lands greater than 2 

acres that are within MSGSA but not within one of the MSGSA JPA members listed in Table 

4.  A total of 89,600 irrigated acres will also be subject to the Water Rights Application 

Payment Charge15.  

Figure 4. MSGSA Lands also Subject to Water Rights Application Payment  

 
 

 

 

 
15 Each year, the County Assessor’s Office will provide the MSGSA an updated Tax Roll indicating lands defined 
as “irrigated” for purposes of this Charge that the MSGSA would then further refine to be those irrigated lands 
that are not within the boundaries of the other participants in the Cost-Share Agreement. 
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5 – PROPOSED CHARGE  

This section describes MSGSA’s proposed Charge to collect revenues to meet the goal of the 

Phase 1 Funding Mechanism and to implement the desired Improvements.  The Phase 1 

Funding Mechanism will sunset following the Charge placed on the Tax Roll in Fiscal Year 

2026 (which will occur in the fall of 2025). 

PROPOSED BUDGET FUNDING AND CHARGE DESIGN  
In conformance with this Report, MSGSA would seek revenues to fund the previously 

described Improvements.  Table 5 summarizes the proposed budget and total revenue 

needed for the Phase 1 Funding Mechanism through Fiscal Year 2026 (which begins in July 

2025).  In accordance with Proposition 218, MSGSA has developed the per-acre Charge 

proportional to the cost of service attributable to each benefitting parcel.  

As shown in Table 5, there are two summary budgets:  

1. Shared Improvement Element Budget – this revenue will be generated by a Charge 

placed on all the qualified irrigated lands  

2. Additional Limited Element Budget – this additional revenue will be generated by an 

additional Charge placed on a subset of the qualified irrigated lands, as previously 

described  

Table 5. Proposed Budget Summary through Fiscal Year 2026  

Shared Improvement Elements Budget  

Phase 1 Land Repurposing Program $15,000,000 

GSA Executive Director $500,000 

Domestic Well Mitigation Program Fund $800,000 

Parcel-Based Water Budgets $500,000 

Shared Improvement Elements Budget $16,800,000 

Contingency Reserve $300,000 

Total Budget to Collect from All Irrigated Lands $17,100,000 
 

Additional Limited Element Budget  

Water Rights Application Payment $600,000 

Additional Limited Element Budget  $600,000 

 

The MSGSA anticipates collecting the revenue to fund these budgets through the maximum 

annual per-acre Charge spread equally throughout the four fiscal years.  The MSGSA Board 

will have the discretion each year to determine the actual per-acre Charge, which may not 

exceed the maximum Charge values determined by this Report.  

Table 6 indicates the maximum amount of the Charge for both budgets shown above.   
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Table 6. Proposed Maximum Annual Charge (per charged acre)  

  
Total Phase 1 

Funding Mechanism 
Budget 

Total Acres  
Charged 
(acres) 

Maximum Total 
 Charge  
($/acre) 

Maximum 
Annual Charge 
($/acre/year) 

Shared Improvement Elements $17,100,000 171,400 $99.77 $24.94 

Additional Limited Element $600,000 89,600 $6.70 $1.67 

 

As an example of the proposed Charge, an irrigated parcel within the boundary of one the 

MSGSA JPA partners listed in Table 4 would only be charged the “Shared Improvement 

Elements” annual Charge.  An irrigated parcel not within one of those boundaries but 

otherwise within the MSGSA would pay the “Shared Improvement Elements” annual Charge 

plus the “Additional Limited Element” annual Charge. 

CONCLUSION  
The primary objective of the MSGSA Board regarding revenues is to ensure that the 

expenditures are truly necessary and that those costs are allocated in a fair and equitable 

manner.  Based on the Phase 1 Funding Mechanism objectives, MSGSA’s proposal is to fund 

the Improvements described in this Report for the benefit of all irrigated parcels within 

MSGSA that pay the proposed Charge.  

Absent the funding by the 2019 Fee, and this proposed Charge, MSGSA landowners would 

have no direct representation for funding mechanism to implement the projects and 

management actions within the Merced Subbasin GSP.  Without the implementation of 

projects and management action, the MSGSA may be unable to meet the sustainability 

objectives of the GSP, likely resulting in the SWRCB taking corrective action as provided by 

SGMA and impose significantly higher charges.  However, with this proposed Charge, the 

MSGSA will be working to achieve SGMA compliance with local and better representation 

than the SWRCB can provide for substantially lower costs.   
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