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REPORT SUMMARY

As part of the recent San Joaquin River Restoration Settlement, districts with Friant
Division Central Valley Project (CVP) water service contracts agreed to accelerate the
repayment of their financial obligation for the capital cost of the system in exchange for
a discount from the United States Bureau of Reclamation (USBR) to account for the
future value of the repaid funds. The collection of these early capital repayment funds is
connected to the USBR’s efforts to construct modifications to the improved San Joaquin
River channel downstream of Friant Dam. In the past, the Lower Tule River Irrigation
District (LTRID or District) has collected funds to pay Friant Division CVP capital
repayment costs on a schedule through portions of their water charges. The District
Board of Directors has recently reviewed several methods of collection and decided to
pursue collection of these funds through land based assessments rather than the
previous method due to the need to bond for the total sum of the capital repayment
costs. Therefore the District now intends to shift this collection of funds from water
charges to land based assessments and thereby increase their current general property
assessment.

The general assessment proposal process is being conducted in accordance with
provisions of Proposition 218, as reflected in Article Xl D of the California Constitution
and Sections 53750 through 53753.5 of the state’s Government Code. These
constitutional and statutory provisions implement Proposition 218, which established a
number of mandatory procedures that local agencies must follow for the levy of certain
assessments and charges to lands. However, the District has also made the decision to
follow the provisions of Proposition 218 in part because its procedures act to fully inform
the District’s landowners while simultaneously giving them a direct say in the matter.

Based on the District’s needs, LTRID’s Board of Directors is requesting that landowners
approve an increase to the special benefit assessment to lands within the District. This
would be an increase to their current ad valorem property assessment of 0.85% per
land valuation based on the USBR land classification system. The reason for the
increase in this rate is to shift the collection of a portion of the Friant Division
CVP capital repayment funds from District water tolls to land based assessments
as part of a 9d contract. This proposal will add an additional $1,500,000 assessment
to the present ad valorem assessment. It should be noted that the increase is a ceiling
on the amount chargeable by the District, absent further proceedings, and in any given
year the Board may elect to charge less than the proposed increase. The rate
increase would begin in 2013.

Under the Proposition 218 process, once the Board determines the need to increase
assessments, it is necessary to evaluate whether the costs are in line with the benefits
provided and to allocate the costs to affected LTRID acreages. These are lands that
derive a direct benefit from being within the District and the District’'s operations. The
Engineer's Report discusses benefits of the District organization and its water
entittements and contracts, as well as services provided by LTRID. It has been
determined that these benefits apply to lands located within the District.
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A public hearing will be held by the District in order to consider and address comments
and questions from District landowners. Following the acceptance of this Engineer’s
Report by the Board of Directors procedures whereby landowners may patrticipate in the
hearing, as well as the mandatory procedures by which all landowners affected by the
special benefit assessment are entitled to vote upon its imposition will be put into place.

1. PURPOSE OF THE REPORT

1.1. General

This report is prepared in accordance with State law to describe an equitable
distribution of the benefit assessments to be derived by each parcel upon which such
assessment will be levied. LTRID has charged the same assessments since before
November of 1996, when Proposition 218 was approved by California voters. The
District collects revenue in water toll charges and assessments which are allocated
towards the District's expenses which consist of: Source of Supply, Transmission and
Distribution, General and Administrative (G&A), and Interest expenses. The current
water toll charge covers the majority of the District’'s revenue. Built into the water charge
is a debt obligation repayment for the Friant Division CVP capital repayment. The
District now intends to shift its collection of Friant Division CVP capital repayment funds
from water charges to land based assessments and thereby increase their current
assessments by $1,500,000 per year or approximately $15 per acre. This rate increase
would begin in 2013.

1.2. Proposition 218 Requirements

In November 1996, the California voters approved Proposition 218, the “Right to Vote
on Taxes Act”, which added Article XIII D to the California Constitution. Proposition 218
imposes certain requirements relative to the imposition of certain assessments, fees
and charges by local agencies. The District has also made the decision to follow the
provisions of Proposition 218 in part because its procedures act to fully inform the
District’'s landowners while simultaneously giving them a direct say in the matter.

Accordingly, the District must identify all parcels in the District that will have a “special
benefit” conferred upon them for which the proposed supplemental benefit 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 LTRID, the primary benefits provided include,
but are not limited to, protecting and maintaining water rights, the conveyance and
delivery of water supplies, the management of groundwater resources, the reduction of
groundwater overdraft and thus the associated reduced groundwater pumping costs
and the ability to receive CVP water when available.

In general, before a local agency can levy new or increased assessments subject to
Section 4 of Proposition 218, the following procedures are required:
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(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 charges to the owner’s particular parcel.

(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 and statements in support and opposition to the assessment.

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

(5) Ballots in favor of the assessment must represent a majority of the financial
obligation (weighted based on financial obligation per unit acre) of the affected property
to approve the assessments.

1.3. Revenue Objectives

The District is pursuing the conversion of its existing 9e water service contract with the
USBR to a 9d repayment contract as authorized by the San Joaquin River Settlement
Act (Title X, Subtitle A of the Act of March 30, 2009, PL 111-11, in particular Section
10010 thereof). This is not expected to significantly change the District's capital
obligations in the long term, but will entail selling bonds (or other form of indebtedness)
to pre-pay those obligations. As part of the new 9d contract and prepayment, the
Federal government will partially discount the total amount owed to the USBR and the
District will provide necessary funds to the USBR for the construction of modifications to
the San Joaquin River in accordance with the San Joaquin River Restoration
Settlement. Further, as part of the 9d contract, the District will receive a permanent
contract (rather than the current 25 year water service contract) and the District's
landowners will be relieved of the ownership and acreage limitations (960 acre limitation
rules) set forth in Reclamation Law. Additionally, CVPIA tiered pricing requirements,
and the requirements for certain water transfers which are required under Reclamation
Law, will be reduced. Furthermore, having a secure revenue stream, which has been
authorized by the District's landowners (through a Proposition 218 election), should
enhance the marketability of bonds or other indebtedness that the District would issue
to offset current debt obligations to the USBR.

Currently, the District’'s water tolls are responsible for a portion of the funds collected by
the District to repay the Friant Division CVP capital obligation. The District has been
collecting sufficient capital repayment funds through the water tolls to meet its obligation
without a balloon payment at the end of the planned term (2030). However, the main
revenue objective for the District involves shifting its collection of Friant Division CVP
capital repayment funds from water charges or tolls to land based assessments and
thereby increase the District’s current ad valorem assessment rate from 0.8% to 1.65%.
The increased assessment rate will collect approximately $1.5 million per year to pay
the annual debt service of the new obligation. Again, the reason for the increase in
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this rate is to shift the collection of a portion of the Friant Division CVP capital
repayment funds from District water tolls to land based assessments as part of a
9d contract.

2. DISTRICT BACKGROUND INFORMATION

2.1. General

LTRID was organized pursuant to the California Irrigation District Law (Division 11,
California Water Code) in 1950 for the purpose of promoting flood control on the Tule
River and to secure a supplemental irrigation supply from the CVP to sustain and
enhance the irrigated agriculture that had developed in the area. The District is
governed by a board of five directors. Each director represents one division within the
District and is elected to a term of four years by qualified voters. Regular board
meetings are held once a month, on the second Tuesday of the month.

2.2. Location

The District is situated in the south-western part of Tulare County on the east side of the
San Joaquin Valley. State Highway 99 bisects the District in a north-south direction, and
the Tule River flows westerly through the entire length of the District. The Friant-Kern
Canal (FKC) is located five to six miles east of the District's boundary on the northeast
between Tulare County Avenues 168 and 136, but passes through the southeast
portion of the District between Avenue 136 and Avenue 128. The towns of Woodville,
Popular and Tipton lie within the District’'s areas, but are for the most part excluded from
the District. A breakdown of land use within the District is summarized in Table 2.1. The
location of the District is shown in Figure 1.

Table 2.1 — Parcels and Acreage by Land Use

Classification # of Parcels Percentage of Total Area
Residential 188 0.80
Commercial & Industrial 31 0.50
Agricultural Land 954 94.20
Tax Exempt Land 76 3.50
Other Misc. Uses (e.g. roads) 20 1.00
Total 1,269 100
2.3. History

The development of irrigated agriculture in LTRID was started in about 1870. The
irrigated area was mainly along the Tule River, Porter Slough and small areas served by
the Stockton and Popular ditches. The central portion of the District was the scene of a
large wheat farming development during the 1880’s. Two attempts were made during
this period to form irrigation districts. One attempt was made in what is now the
northeastern portion of the present district. This district, known as the Tule River
Irrigation District, failed because the farmers along the Tule River and the Porter Slough
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had adequate water, but those farmers away from the streams had to engage in dry
farming.

The second attempt was in an area around the present community of Tipton. The
attempt to form the Tipton Irrigation District failed because of the lack of a firm water
supply from the Tule River. Remnants of the canal system for the Tipton Irrigation
District are still evident in the area today. The earliest reliable crop survey record
indicates a net irrigated area of 27,327 acres in 1924. The principal crops were cotton
and alfalfa. The District was finally formed in 1950 to promote flood control on the Tule
River and to secure a supplemental irrigation supply from the Friant Division CVP. Over
time, the District gradually secured water supplies outside of the Tule River including
water exchanges, flood water contracts, CVP water and Cross-Valley Contract (CVC)
water.

2.4. Water Supply

2.4.1. Surface Water

Currently, the water supply for landowners within the District is derived from the use of
groundwater, water rights on the Tule River, surface water diversions from the FKC
under two separate long term surface water contracts for CVP water with the USBR,
and surface water exchange through the Cross-Valley Canal (CVC) Exchange Program
with the USBR and the State of California.

In May, 1951, the District entered into a long-term forty-year water service contract with
the USBR to secure Class 1 and Class 2 water from the San Joaquin River via Friant
Dam and the FKC. This contract has provided the District with a highly variable water
supply. The District's original Friant Division CVP water service contract was
renegotiated in 1991 and is currently extended to 2030.

The U.S. Army Corps of Engineers (ACOE) completed the Success Dam on the Tule
River in 1962 which provided much needed flood control and water conservation for the
flows of the Tule River. The District owns or controls through agreements,
approximately 50% of the water rights on the Tule River which yields an average annual
supply of approximately 70,000 acre-feet (AF) to the District. The District entered into a
forty-year repayment contract for its share of the cost of the conservation storage space
provided by Success Dam and reservoir. The ACOE has found this earthen dam to
have significant seismic issues, and plans to rebuild this facility. Currently the existing
reservoir is being held at a minimum storage volume to avoid risk to the existing dam.
The District is a committed partner in the effort to rebuild and increase the usable
storage behind Success Dam.

In 1975, the District sold bonds to purchase a share of the CVC in Kern County and
entered into a three-party contract with the USBR and the State of California to provide
an additional water supply from the Sacramento River. Although the CVC Exchange
Program no longer yields water to the District, the revenue from this water sale funds
efforts by the District to import other available water supplies.
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In 2006, the District and other Friant Contractors, after an 18 year court battle, entered
into the San Joaquin River settlement agreement. That agreement will result in a loss of
approximately 15 to 20% of the water supply available to the District on average. The
legislation authorizing the implementation of the settlement agreement approved in
2009 also authorizes the District to enter into a permanent 9d contract.

The District's Friant water consists of Class 1 and Class 2 CVP water, where it is
contracted to receive approximately 61,200 AF of Class 1, and 238,000 AF of Class 2
(Contract No. 175R-2771R). The District has a contract to divert an annual average of
70,000 AF of Tule River water, and it has a contract to receive 31,102 AF of CVC Water
(Contract No. 14-06-200-8237A). The District has historically sold the water from the
Cross-Valley Contracts to fund operations of the District and to purchase cheaper flood
water to offset reductions in available water. In addition, LTRID may access Section 215
water from the Friant Division CVP when it is made available by the USBR.

The average annual yield from the Friant project is approximately 90% of the contracted
Class 1, and 40% of the contracted Class 2. The District receives approximately 50% of
the annual Tule River water supply. In 2009, the District received approximately
165,236 AF of surface water; including 61,200 AF of Class 1, 69,389 AF of Class 2, and
34,647 AF of Tule River water.

Table 2.2 lists the canals that divert water from the Tule River and the FKC. The canals
flow water through the District from the east to the west.

Table 2.2 — District Diversion Locations

Diversion Point Description
1 Friant-Kern Canal Casa Blanca / Canal #1
2 Friant-Kern Canal Poplar Ditch
3 Friant-Kern Canal Tipton Canal / Canal #2
4 Friant-Kern Canal Wood-Central / Canal #3
5 Friant-Kern Canal North Canal / Canal #4
6 Tule River Porter Slough
7 Tule River Poplar Ditch
8 Tule River Wood-Central Ditch
9 Tule River #4 Cross Ditch
10 Tule River McCarthy Diversion
11 Tule River Creighton Ranch

2.4.2. Groundwater

The District does not deliver groundwater. However, groundwater is found in the
unconfined aquifer which underlies the District. In general there are no perched zones
or shallow groundwater tables in the District. Groundwater is pumped by many private
irrigation deep well pumps. Surface water is used conjunctively with groundwater so
that water users stabilize their water supply by maximizing the surface supply when it is
available.
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District staff measure groundwater levels for approximately 117 wells semiannually in
February and October and the levels are used to generate groundwater contours.
Groundwater levels have historically decreased in the District but have generally
declined less rapidly since the District secured imported surface water supplies.
Figure 2 depicts the depth to groundwater as of Spring of 2009 based on
measurements made by the District staff.

2.4.3. Groundwater Recharge Activities

The District recharges groundwater through means of its unlined canals and recharge
basins. The District owns 13 groundwater recharge basins, and has access to an
additional 5 basins upon request. Table 2.3 summarizes the size and capacity of the
recharge basins that the District employs. On average, the District recharges through its
canals and its recharge basins approximately 77,000 AF of water per year. In 2005, the
District recharged 188,000 AF of water and in 2007 the District recharged 21,000 AF of
water. Table 2.4 summarizes the recharge amounts by the District from 1996 to 20009.

Table 2.3 — District Recharge Basins

Recharge Basin Name Size (acres) Capacity (cfs)
Koslov Pit 40 15.0
Hare Pit 12 2.0
Lapdula Pit 30 5.0
County Pit 20 3.5
State Pit 30 5.0
Herchy Pit 80 8.0
Boswell Pit 90 15.0
Dennis Pit 5 1.0
Faure Pit 10 2.0
Baird Pit 80 13.0
Huddelston Pit 40 6.0
Gin Pit" 2 0.5
School Pit 10 2.0
Creighton Ranch® 3,000 100.0
Terry Pit 30 5.0
Hewett Pit 80 13.0
Keith Pit" 10 2.0
Toledo Pit 160 24.0
Total 3,729 222

Note 1 Basin use is by permission only
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Figure 2. Average Depth to Groundwater in LTRID (Sp  ring Readings)
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