ROSEDALE-RIO BRAVO

WATER STORAGE DISTRICT

R

FINANCIAL MANAGEMENT PLAN & RESERVE POLICY

1. Executive Summary

This Financial Management Plan & Reserve Policy provides a comprehensive framework for
long-term fiscal sustainability, responsible stewardship of District resources, and structured
planning for capital investment, SGMA implementation, and operational stability.

This document replaces outdated material from earlier financial plans, updates organizational
context, reorganizes major sections for clarity, and integrates a modern reserve policy tied to
the District’s annual operating budget and 10-year financial forecast.

The Plan defines how the District will:
e Fund operations, capital improvements, and debt service
e Maintain financial reserves at prudent levels
e Develop annual assessments and rates
e Prepare for long-term resource and infrastructure needs

e Sustain financial resiliency across hydrologic cycles

2. Introduction and Purpose
A. Purpose of This Plan

This Plan summarizes the District’s water supply and financial structure, establishes a Board-
adopted Reserve Policy, and provides a transparent framework for funding operations, capital
projects, and long-term groundwater sustainability.

B. Ongoing Use and Updates

This Plan shall be reviewed regularly to ensure alignment with District operations, regulations,
and financial conditions.

3. District Overview

A. Formation

The Rosedale—Rio Bravo Water Storage District was formed in 1958 under the California Water
Storage District Law.
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B. Service Area

The District encompasses approximately 44,000 acres of agricultural and urban lands in western
Kern County.

C. Water Supply Portfolio

The District’s water supply portfolio includes Kern River supplies, State Water Project (SWP)
supplies, Central Valley Project (CVP) supplies, water banking, and water management
programs. These supplies are generally brought into the District to be used for groundwater
recharge (through direct and in-lieu recharge) and water management programs.

D. Recharge and Recovery Facilities

Rosedale operates recharge basins, recovery wells, and conveyance facilities that enhance
groundwater sustainability and conjunctive use operations.

4. Revenue Structure

A. Assessments

Assessments are the District’s primary and most stable revenue source. They provide the
foundational funding necessary to operate and maintain District facilities, meet regulatory
obligations, support groundwater sustainability, and provide reliable water management
services and associated special benefits to all landowners within the District’s boundaries.

1. Purpose of Assessments

Assessments are levied annually to fund the portion of District activities that provide a
special benefit to all District landowners, including:

e Administrative and operational functions

e State Water Project (SWP) fixed costs

e Costs to secure District project water supplies

e Groundwater sustainability and SGMA compliance

e Routine maintenance of District facilities

e Debt service

¢ Implementation of capital improvements that benefit all assessed properties
e Reserve contributions necessary for financial stability

These expenses occur regardless of water supply conditions or individual landowner
water use, which makes assessments the appropriate funding mechanism.
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2. Basis for Assessment Amounts
Assessment levels are determined each year during the budget process based on the
total projected revenue required to:
e Fund administrative, operating and maintenance costs
e Pay the District’s share of SWP contractual obligations
e Fund water acquisitions for District project supplies
e Support capital improvement priorities
e Meet debt service requirements
e Meet contractual and regulatory requirements
e Contribute to District reserves in accordance with the Reserve Policy

The Board evaluates anticipated revenues (i.e., revenues from leases, water charges,
interest earnings, and water management programs) and determines the remaining
funding requirement to be recovered from assessments.

The assessment rate is set by dividing the net funding requirement by the number of
assessable acres within the District.

B. Water Charge

The water charge is designed to ensure that landowners who extract groundwater in excess of
available groundwater supplies (i.e., the District’s project water supply, precipitation and native
yield) contribute to the cost of maintaining a sustainable groundwater supply for the District.
When pumping exceeds the available water supplies, additional actions must be taken to
protect the basin, including the purchase of supplemental supplies, the development of
projects designed to increase available supplies, or the implementation of SGMA project and
management actions.

These additional costs are not borne by all landowners, but specifically by those whose
groundwater use creates the need for additional supply or basin replenishment in order to
maintain compliance with the requirements of SGMA.

The water charge therefore serves two primary purposes:

1. Cost Recovery for Additional Water Supplies
The charge funds the purchase, exchange, or development of supplemental water
needed to offset groundwater pumping in excess of available supplies. This may include
acquiring water through banking partners, exchange programs, or surface water
deliveries when available.

2. Funding SGMA Project Implementation and Basin Sustainability Actions
Groundwater pumping in excess of available supplies may trigger additional
sustainability actions under SGMA, such as the following:

e Recharge basin construction and land fallowing.
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e Groundwater banking and exchange program participation.

e Recovery well construction and operations in order to facilitate banking and
exchange programs that generate additional supplies.

e Pumping impact mitigation (specifically domestic well mitigation).
e Monitoring, reporting, and groundwater modeling.

e Other GSP project and management actions required to maintain long-term
sustainability.

C. Water Management Program Revenues

Water management program revenues are an important component of the District’s financial
structure. These revenues are generated through the District’s participation in groundwater
banking, water exchange, recharge, and recovery programs with partner agencies. The
programs leverage the District’s strategic geographic location, recharge capacity, conveyance
access, and operational expertise to create mutually beneficial water supply opportunities
while generating revenue for Rosedale.

These revenues help offset District costs, thereby reducing the financial burden on landowners.
1. Purpose of Water Management Programs
Water management programs are designed to achieve the following objectives:

¢ Increase water supply reliability by storing water during wet years for use
during dry years.

¢ Generate revenue to supplement assessments and keep rates stable.
¢ Generate water supplies available to District landowners.

o Utilize unused recharge or recovery capacity to create value for partner
agencies.

¢ Enhance long-term sustainability through recharge activities that improve
groundwater levels.

e Support SGMA compliance by offsetting groundwater use.

Through these programs, the District maximizes the beneficial use of its infrastructure and
resources, providing both operational and financial value.

D. Debt

When appropriate, the District may incur debt in accordance with legal requirements and the
District’s Debt Management Policy.

E. Leases and Miscellaneous Revenues

The District receives incidental income from property leases and interest earnings that are used
to offset assessments and keep rates stable.
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5. Capital Improvement Program (CIP)
A. CIP Overview

The District maintains a multi-year CIP including recharge basin expansion, pipeline
replacement, well rehabilitation, SCADA improvements, and other capital projects designed to
improve groundwater conditions and enhance long-term sustainability within the District.

B. CIP Categories

CIP categories include new construction, replacement, and rehabilitation of District facilities.

C. CIP Funding Sources

CIP funding sources include reserves, assessments, program revenues, grants, and debt
financing where appropriate.

6. Reserve Policy

A. Purpose

The District maintains reserves to ensure financial stability, support capital investment, meet
long-term debt obligations, mitigate revenue volatility, and maintain stable assessments.

B. Reserve Structure
1. Operating & Rate Stabilization Reserve
e Target: 50% of annual operating expenses, based on the 10-year forecast

e Use: Revenue shortfalls, hydrologic-driven cost increases, assessment
stabilization

e Replenishment: Annual budget allocations and unexpended appropriations
2. COP Debt Service Reserve
e Target: 100% of annual COP debt service
e Use: COP debt service only
e Replenishment: Budgeted annually and restored within 12 months
3. Capital Investment Reserve
e Target: 50% of the annual CIP expenses, based on the 10-year forecast
e Use: Capital projects, facility replacement, SGMA implementation, grant matches

e Replenishment: Transfers, one-time revenues, and project closeout savings
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4. Well Mitigation Reserve
e Target: $200,000
e Use: SGMA Well Mitigation Program
e Replenishment: Revenue from Water Charge Policy
C. Reporting Requirements

At minimum, Staff shall provide annual reserve status updates and a ten-year financial forecast
during the Board’s budget cycle; more frequent updates shall occur when necessary.

D. Policy Review

This Policy shall be reviewed as necessary when major financial, operational, or regulatory
changes occur.
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