Staff Report

TO: Board of Directors

FROM: Jennifer Hanson, General Manager
Dustin C. Cooper, General Counsel

DATE: May 27, 2026

SUBJECT: Water Rates, Legal Objections

ADMINISTRATION

RECOMMENDATION:

Consider Resolution No. 2026-24, Responding to timely field and properly
submitted written objections to the proposed increases in water rates
pursuant to the requirements of State Assembly Bill 2257.

BACKGROUND:

The District initiated a public process to develop a proposed water rate increase.
The Board of Directors held two water rate workshops to discuss the proposed rate
increase on February 11, 2026, and on February 24, 2026. At a regular Board
meeting on March 11, 2026, the Board of Directors directed staff to finalize the Cost
of Service Study and issue the Notices of Proposed Water Rate Increases to the
District’s customers.

The District’s rate increases are subject to Proposition 218 (California Constitution,
Article XIII D, section 6). On September 25, 2024, Governor Newsom approved
State Assembly Bill 2257, codified as California Government Code sections 53759.1
and 53759.2 and made effective January 1, 2025 (AB 2257). AB 2257 creates an
exhaustion-of-administrative-remedies requirement that requires ratepayers to
timely submit a written objection to a proposed water rate change before the
deadline established by the local public agency to exhaust administrative remedies
and thereafter potentially challenge a rate change under Proposition 218 and
applicable law. The Board of Directors opted to include AB 2257 as part of this
Proposition 218 process.

The District included this requirement in the Notices of Proposed Rate Increases to
the District’s customers and property owners. District customers were required to
submit their written notice of legal objection to the District by mail or in person by
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5:00 PM on May 11, 2026. The objections (redacted) received are attached to the
resolution as Exhibit A.

As part of the statutory process, the District is required to respond to the objections
in writing prior to the Public Hearing, including specifying the reason why
the objection is or is not resulting in an amendment to the proposed rate change.
The responses are also attached as Exhibit B to the resolution.

The resolution and its exhibits satisfy the requirements of AB 2257 and should be
considered and acted upon prior to the initiation of the public hearing to consider
the proposed water rate increase.

Attachments: (1)
¢ Resolution No. 2026-24



RESOLUTION NO. 2026-24
OF THE BOARD OF DIRECTORS OF THE NEVADA IRRIGATION DISTRICT

RESPONDING TO TIMELY FILED AND PROPERLY SUBMITTED WRITTEN
OBJECTIONS TO THE PROPOSED INCREASES IN WATER RATES PURSUANT TO
THE REQUIREMENTS OF STATE ASSEMBLY BILL 2257

WHEREAS, the Nevada Irrigation District (District) provides high-quality drinking
water, reliable untreated irrigation water, generates hydroelectric power, provides
recreation services, and protects water resources and the local environment; and

WHEREAS, District relies on rate revenue to fund the operation, repair,
maintenance and improvement of its water system and to continue to reliably provide
water and other services; and

WHEREAS, District retained an independent rate consultant, Bartle Wells
Associates, to assess potential increases in treated and untreated/raw water and
complete a 2026 Cost of Service Study dated March 25, 2026, to comply with the
requirements of applicable law, including Proposition 218 (California Constitution, Article
XIII D, section 6); and

WHEREAS, on September 25, 2024, Governor Newsom approved State
Assembly Bill 2257, codified as California Government Code sections 53759.1 and
53759.2 and made effective January 1, 2025 (AB 2257); and

WHEREAS, AB 2257 creates an exhaustion of administrative remedies
requirement that, if implemented by a local public agency, requires ratepayers to timely
submit a written objection regarding a proposed water rate change prior to the deadline
established by the local public agency in order to have exhausted administrative
remedies to thereafter potentially challenge a rate change under Proposition 218 and
applicable law; and

WHEREAS, the District’'s Board of Directors supported the utilization of AB 2257
in its public workshops on rates at its February 11, 2026, and February 24, 2026
meetings; and

WHEREAS, on March 11, 2026, the District’'s Board of Directors authorized the
issuance of the Notices of Proposed Water Rate Increases to the District's customers
and property owners; and
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WHEREAS, on March 25, 2026, the District, pursuant to Proposition 218,
provided Notices of Proposed Water Rate Increases (“Notice”) to 28,306 of the District
customers and property owners within the District’s service area; and

WHEREAS, the Notice provided a period of not less than 45-days prior to the
deadline for a ratepayer to submit a written objection pursuant to AB 2257; and

WHEREAS, District posted on its internet website, nidwater.com/nid-water-rate-
adjustments, the written basis for the rates, including the 2026 Cost of Service Study;
and

WHEREAS, the Notice offered to mail the written basis to a property owner or
customer upon request; and

WHEREAS, the Notice provided at least 45-days, ending at close of business
May 11, 2026, to review the proposed rates and to timely submit to the District a written
objection that specifies the grounds for alleging noncompliance with Proposition 218 or
applicable law; and

WHEREAS, the Notice included a prominently displayed statement that provided
(1) all written objections must be submitted by close of business on May 11, 2026, and
that failure to timely object bars any right to challenge the rates through a legal
proceeding; and (2) all substantive and procedural requirements, including the
requirement to fully complete a written objection form, for timely and properly submitting
a written objection; and

WHEREAS, as of the close of business on May 11, 2026, District received 43
written objections to the proposed water rate increases as set forth in the Notice and as
attached to this Resolution in redacted form as Appendix A (“Objections”); and

WHEREAS, this Resolution, as required by AB 2257, responds in writing to the
Objections prior to the close of the public hearing or ballot tabulation under section 6 of
Article XIII D of the California Constitution, including specifying the grounds for which a
challenge is not resulting in amendments to the proposed rate change; and

WHEREAS, this Resolution, as required by AB 2257, sets forth in Appendix B
the District’'s written response and substantive basis for retaining or altering the
proposed rates in response to the Objections.

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of Nevada
Irrigation District:

1. The Recitals set forth in this Resolution, including Appendices A and B and the
2026 Cost of Service Study, are true and correct statements and are
incorporated as an operative part of this Resolution and made findings and
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determinations of the Board of Directors.

2. The Board of Directors finds it has completed all requirements of AB 2257,
including completing the procedures described in paragraphs (1) to (6) of
subdivision (c) of Government Code section 53759.1. Consequently, any person
or entity that has not timely submitted a written objection, or any person or entity
that timely submitted an objection but did not properly complete a written
objection form as described in Appendix B, is prohibited from bringing a judicial
action or proceeding alleging noncompliance with Article Xl D of the California
Constitution for the proposed new rates.

3. In exercising its legislative discretion, the Board of Directors of Nevada Irrigation
District that (1) certain Objections warrant clarifications to the proposed rate
change, as set forth in Appendix B; and (2) to proceed to the protest hearing as
required under Proposition 218.

* * % % *

PASSED AND ADOPTED by the Board of Directors of the Nevada Irrigation
District at a regular meeting held on the 27th day of May, 2026, by the following vote:

AYES: Directors:
NOES: Directors:
ABSENT: Directors:
ABSTAINS: Directors:
President of the Board of Directors
Attest:

Secretary to the Board of Directors



EXHIBIT “A”

NEVADA IRRIGATION DISTRICT
PROPOSITION 218 WRITTEN OBJECTIONS
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CONFIDENTIALITY NOTICE: This communication and any accompanying document(s) are confidential and
privileged. They are intended for the sole use of the addressee.

If you receive this transmission in error, you are advised that any disclosure, copying, distribution, or the
taking of any action in reliance upon the communication is strictly

prohibited. If you have received this message in error, please contact us by telephone at (916) 462-8888.
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2. Describe, with reference to your property and usage of water services, how the
proposed rates violate the provisions of law you cited above. (Attach additional pages
as necessary.)

The property has high quality habitat already on site, and the property owner proposes to
preserve the property's conservation values. The property owner intends to place one or
more conservation easements over the property to protect aquatic resources, which
provide buffer habitat that protects water supply and quantity. The property owner intends
for project to be included in the Placer County Conservation Program. The preservation
project will include hundreds of acres of groundwater recharge/agriculture. The property
owner will use water services to implement its preservation activities in accordance with
the conservation easement(s), including revegetation, erosion control, and ecological
enhancements. Increasing rates to such a degree will hinder the property owner's
preservation activities.

Question 3: Describe how Nevada Irrigation District may correct the violations of law
you alleged above. Provide amendments to the proposed rates and the written basis
(i.e., the 2026 Cost of Service Study) for the rates. (Attach additional pages as
necessary.)

Response: NID should not increase rates for NID water users, especially those that are
operating agricultural and conservation lands. Agricultural and conservation land users are
struggling to continue operations, and the rate increases proposed by NID could put
generational farmers out of business. To the extent NID’s rate increases are designed to pay
for infrastructure, such as dam spillway repairs, these costs should be paid by developers
in the County and/or through Prop 4 funding, as well as the numerous other public grants
offered through the federal government and the State of California. Maintaining current
rates (or increasing them even modestly consistent with prior increases) would ensure NID
is (1) conforming with legal requirements, and (2) not placing an undue hardship on
agricultural and conservation industries needed within the County.
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{ Nevada Irrigation District
LA saammansnean ey | Proposition 218 WRITTEN OBJECTION FORM
REQUIREMENTS:

(1) Each part of this Objection Form must be filled out completely. The Objection Form
includes two (2) pages to fill out (not including the optional additional pages
attached).

(2) To Exhaust Administrative Remedies pursuant to Government Code section
53759.1, all Objections must be timely received by 5:00 PM on May 11, 2026.
FAILURE TO TIMELY SUBMIT A WRITTEN OBJECTION USING THIS FORM WILL
PROHIBIT YOU FROM BRINGING A JUDICIAL ACTION OR PROCEEDING
ALLEGING NONCOMPLIANCE WITH ARTICLE XIiI D OF THE CALIFORNIA
CONSTITUTION FOR THESE PROPOSED WATER RATE CHANGES.

(3) Generalized objections are insufficient. To satisfy the Exhaustion of Administrative
Remedies requirement, objecting parties must present the exact issue(s) that they
intend to pursue in a judicial action or proceeding.

(4) Late-filed, noncompliant, orincomplete written Objections will not be considered
as satisfying the Exhaustion of Administrative Remedies requirement.

PLEASE PRINT LEGIBLY, __QR*YﬁQliB/OBJ ECTION MAY NOT BE CONSIDERED
alephine

Property Owner or Customer Name (Print):

Assessor’s Parcel Number:
Or
Property Address:

1. Describe the provision(s) of lLaw that form the basis of your objection, with specific
reference to statutes, rules, constitutional provisions, regulations, and/or cases that are
alleged to be violated if the proposed rates are adopted. (Attach additional pages as

necessary.) ’
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2. Describe, with reference to your property and usage of water services, how the proposed
rates violate the provisions of law you cited above. (Attach additional pages as necessary.)
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3. Describe how Nevada Irrigation District may correct the violations of law you alleged
above. Provide amendments to the proposed rates and the written basis (i.e., the 2026
Cost of Service Study) for the rates. (Attach additional pages as necessary.)
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SIGNATURE

\/o\fev\%me

PRINT NAME

DATE_ OS - @F —02(

PLEASE MAIL THIS COMPLETED OBJECTION FORM TO THE DISTRICT AT: 1036 W. MAIN STREET,
GRASS VALLEY, CA, 95945. TO BE CONSIDERED TIMELY, MAILED OBJECTIONS MUST BE
RECEIVED (NOT POSTMARKED) BY 5 PM ON MAY 11, 2026. COMPLETED OBJECTION FORMS
MAY ALSO BE HAND DELIVERED DURING BUSINESS HOURS AT: 1036 W. MAIN STREET, GRASS

VALLEY, CA, 95945 BY 5:00 PM, MAY 11, 2026.
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Exhibit B
Nevada Irrigation District’s
Response to Written Objections
1. Everson Objection

Procedural Requirements

The Everson Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

(a) Cost of Service

The Everson Objection alleges that the District did not prepare a Cost of Service Study
demonstrating that the District’s proposed rates do not exceed the District’s cost of
water service. This allegation is not accurate.

The District retained Bartle Wells Associates to prepare a 2026 Cost of Service Study
(COS Study). The COS Study was referenced in the District’s public notice mailed to all
customers subject to the proposed change in water rates, was available upon request,
and is available at nidwater.com/nid-water-rate-adjustments. Section 5 (Cost of Service
Methodology) provides a comprehensive analysis of the District’s cost of service,
allocation between treated and irrigation/raw water service, and functional allocation.

Due to the District’s receipt of non-rate revenue, including a share of property taxes and
through sale of hydroelectric power, the District’s treated and irrigation/raw water rates
are subsidized and are provided below the true cost of service. These subsidies are not
available to water users who receive service from the District to properties located
outside the jurisdictional boundaries of the District. The COS Study removes these
subsidies from the proposed rate for out-of-District users. (See, e.g., COS Study, Table
2 [rates higher for “Out-District Raw Water” for both fixed service charge and volumetric
rates].)

(b) Proportionality

The Everson Obijection alleges the District has not demonstrated proportionality as
required under Proposition 218. The District’'s COS Study demonstrates proportionality.

Article XIlI D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The 2026 Cost of Service Study (the "COS Study") prepared by Bartle
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Wells Associates establishes proportionality at three levels: the allocation of costs
between raw and treated water service, the derivation of raw water rates, and the
derivation of treated water rates.

Raw and Treated Proportional Cost Allocation

Because raw water customers do not benefit from the treated water system, the COS
Study at Chapter 5 and Table 8 allocates each line item of projected expenses and non-
rate revenues between the two systems based on operational data, engineering
analysis, and the District's capital plan. The COS Study then allocates raw water system
costs to treated water customers, reflecting the proportion of raw water flow that is
conveyed into the treated system for delivery to treated customers (Table 9).

Proportional Raw Water Rates

Within the raw water revenue requirement, the COS Study at Table 10 allocates costs
among functional components reflecting the specific drivers of raw water service:
customer-based fixed costs, capacity- and volume-based costs, and purchased water
costs. Each component's revenue requirement is divided by the units most reasonably
related to that function (customers, or miner's inches) to derive the corresponding rate.
Property tax revenues and revenues from the sale of hydroelectric power are applied as
an offset to the Inside District revenue requirements, allowing Inside District Rates to
recover less than the full cost of service. Seasonal rate differentials reflect certain fixed
costs paid by fewer customers in the winter season. The resulting raw water rates
therefore recover from each customer no more than the proportional cost of service
attributable to that customer's parcel.

Proportional Treated Water Rates

Within the treated water revenue requirement, the COS Study at Table 11 (Treated
Water Functional Allocation) allocates costs among two functional components
corresponding to the cost drivers of treated water service: (i) Capacity, reflecting fixed
costs related to the capacity of the treated water system that must be maintained to
deliver water on demand to each customer; and (ii) Volumetric, reflecting costs that vary
with the volume of water consumed. Property tax revenues and revenues from the sale
of hydroelectric power are applied as an offset to the Inside District revenue
requirements, allowing Inside District Rates to recover less than the full cost of service.

The capacity component is recovered through fixed monthly service charges that vary
by meter size, with each meter assigned a Meter Equivalent Unit ratio proportional to its
maximum safe flow capacity relative to a 5/8-inch meter. This ensures that each
customer's fixed charge corresponds to the share of system capacity the District must
maintain to serve that parcel.
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The District’s proposed transition from a two-tier volumetric treated water rate structure
to a uniform volumetric rate structure is supported by the proportionality requirements of
Article XlII D, section 6 of the California Constitution and is based upon the cost-of-
service analysis set forth in the District’'s Cost of Service (“COS”) Study. A review of the
current operations of the water system did not indicate that there are proportionally
higher costs associated with use in the higher tier. Under the uniform rate structure, all
customers within the same class of service pay the same volumetric charge for each
unit of treated water consumed. This approach aligns with the functional cost allocation
methodology employed in the COS Study and, consistent with the principles set forth in
Capistrano Taxpayers Association v. City of San Juan Capistrano (2015) 235
Cal.App.4th 1493, ensures that the volumetric rate charged to each customer
corresponds to the proportional cost of providing service to that customer.

Proportionality Summary

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.

(c) Wholesale Passthrough

The Everson Objection alleges that the District failed to comply with Government Code
section 53756 “which requires the agency to demo. That the proposed rates comply w/
proposition 218.” Section 53756 applies to agencies seeking to pass through increases
in wholesale charges for water and other services by requiring several additional
compliance requirements. The District is not proposing to pass through the costs of
wholesale water acquisition and, in fact, does not acquire water from a wholesaler. The
District is neither relying upon, nor subject to, the requirements of section 53756.

Other Comments Addressed

The Everson Objection also states that “Canal irrigation water generally involves lower
cost than treated water systems, yet the proposed rates do not appear to reflect these
differences. " The proposed rates do reflect lower costs for irrigation when compared to
treated water. The Treated Water Customer Class pays its proportionate share of
irrigation water costs (i.e., the untreated water entering the treatment plan) and all
treated water costs.

Additionally, the Everson Objection identified several actions the District should take to
correct its perceived violation of the law arising from the rate study. Among those, the

5

161



Everson Obijection indicates that the rates should be revised to eliminate any charges
not directly tied to the cost of service. The COS Study prepared by the District provides
a cost allocation by customer class and functional allocation and excludes costs not
associated with providing service to any specific customer class.

Conclusion and Reservation of Rights

Regarding the Everson Objection, in exercising its legislative discretion, the District
determines pursuant to subdivision (d)(4) of Government Code section 53759.1 to
proceed with the protest hearing required under section 6 of Article XIlI D of the
California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Everson Objection.

2. Noel Objection

Procedural Requirements

The Noel Objection was timely received prior to the District’s May 11, 2026, deadline to
exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Noel Objection asserts that the proposed water rate increase requires the District to
provide a voter ballot and obtain affirmative voter approval before implementing the rate
change.

The Noel Objection confuses the separate processes under Proposition 218 for
proposed new or extended taxes, assessments, and property related fees and charges,
such as water service. New or extended taxes and assessments require ballots and an
affirmative vote of affected landowners. However, property related fees and charges,
such as those related to water service, are subject only to a majority protest process.

California Constitution, Article XIlII D, section 6 sets forth the substantive and procedural
requirements for new or existing increased property related fees and charges. Pursuant
to subdivision (a)(1), the District on March 25, 2026, mailed Notices to all affected
parcels indicating the amount of the proposed water rate increases. Pursuant to
subdivision (a)(2), the public hearing on the proposed water rate increase is May 27,
2026 where the District “shall consider protests against the proposed fee or charge”. “If
written protests against the proposed fee or charge are presented by a majority of
owners of the identified parcels, the agency shall not impose the fee or charge.” (Cal.
Const., Art. Xl D, § 6, subd. (a)(2).) For certain property related fees or charges,
assuming there is not a majority protest, there is a second step requiring “voter approval
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for new or increased fees and charges”. However, importantly, fees for “sewer, water,
and refuse collection services” are exempt from the voter approval requirement
following the protest hearing and lack of majority protest. (See id. at subd. (c).)

Other Comments Addressed

The Noel Objection states that it is not the rate payer’s responsibility to pay for power
plants or maintenance costs associated with the Scotts Flat Spillway Reconstruction
Project. The proposed rates do not include any costs associated with the hydropower
plants. In fact, hydropower revenue allows the District to charge water ratepayers less
than the actual cost of providing service through subsidization of those rates.

Conclusion and Reservation of Rights

Regarding the Noel Objection, in exercising its legislative discretion, the District
determines pursuant to subdivision (d)(4) of Government Code section 53759.1 to
proceed with the protest hearing required under section 6 of Article XIlI D of the
California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Noel Objection.

3. Brooks Objection

Procedural Requirements

The Brooks Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

(a) Proportionality

The Brooks Objection alleges that “the rates fail to meet the proportionality requirement
under Section 6(b)(3), as the total revenue may exceed the fund required to provide the
property-related service.” However, the Brooks Objection does not elaborate or provide
any legal argument explaining why the allegation is made.

The District’s written objection form states that “Generalized objections are insufficient”
and “objecting parties must present the exact issue(s) that they intend to pursue in a
judicial action or proceeding.” “Late-filed, noncompliant, or incomplete written
objections will not be considered as satisfying the Exhaustion of Administrative
Remedies requirement.” The Brooks Objection fails to satisfy these substantive
requirements. In addition, the allegation is not accurate.

Cost of Service Study Demonstrates Proportionality

7
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Article XlII D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The COS Study prepared by Bartle Wells Associates establishes
proportionality at three levels: the allocation of costs between raw and treated water
service, the derivation of raw water rates, and the derivation of treated water rates.

Raw and Treated Proportional Cost Allocation

Because raw water customers do not benefit from the treated water system, the COS
Study at Chapter 5 and Table 8 allocates each line item of projected expenses and non-
rate revenues between the two systems based on operational data, engineering
analysis, and the District's capital plan. The COS Study then allocates raw water system
costs to treated water customers, reflecting the proportion of raw water flow that is
conveyed into the treated system for delivery to treated customers (Table 9).

Proportional Raw Water Rates

Within the raw water revenue requirement, the COS Study at Table 10 allocates costs
among functional components reflecting the specific drivers of raw water service:
customer-based fixed costs, capacity- and volume-based costs, and purchased water
costs. Each component's revenue requirement is divided by the units most reasonably
related to that function (customers, or miner's inches) to derive the corresponding rate.
Property tax revenues and revenues from the sale of hydroelectric power are applied as
an offset to the Inside District revenue requirements, allowing Inside District Rates to
recover less than the full cost of service. Seasonal rate differentials reflect certain fixed
costs paid by fewer customers in the winter season. The resulting raw water rates
therefore recover from each customer no more than the proportional cost of service
attributable to that customer's parcel.

Proportionality Summary

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.

(b) Cost of Service

The Brooks Objection alleges that “the rates appear to violate Section 6(b)(1), as the
total revenue may exceed the fund required to provide the property-related service.”
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However, the Brooks Objection does not elaborate or provide any legal argument
explaining why the allegation is made.

The District’s written objection form states that “Generalized objections are insufficient”
and “objecting parties must present the exact issue(s) that they intend to pursue in a
judicial action or proceeding.” “Late-filed, noncompliant, or incomplete written
objections will not be considered as satisfying the Exhaustion of Administrative
Remedies requirement.” The Brooks Obijection fails to satisfy these substantive
requirements.

In addition, the District retained Bartle Wells Associates to prepare a 2026 Cost of
Service Study (COS Study). The COS Study was referenced in the District’s public
notice mailed to all customers subject to the proposed change in water rates, was
available upon request, and is available at nidwater.com/nid-water-rate-adjustments.
Section 5 (Cost of Service Methodology) provides a comprehensive analysis of the
District’s cost of service, allocation between treated and irrigation/raw water service,
and functional allocation.

Due to the District’s receipt of non-rate revenue, including a share of property taxes and
through sale of hydroelectric power, the District’s treated and irrigation/raw water rates
are subsidized and are provided below the true cost of service. These subsidies are not
available to water users that receive service from the District to properties located
outside the jurisdictional boundaries of the District. The COS Study removes these
subsidies from the proposed rate for out-of-District users. (See, e.g., COS Study, Table
2 [rates higher for “Out-District Raw Water” for both fixed service charge and volumetric
rates].)

(c) New Infrastructure

The Brooks Objection states “it is not fair for residential customers to be asked to
subsidize infrastructure that primarily benefits other customer classes” and District
should ensure that “current residential rates do not include capital improvement costs
for expanding the ditch and canal system to accommodate new developments.”

The Brooks Objection does not elaborate, provide citation, or otherwise support this
allegation. The District’s written objection form states that “Generalized objections are
insufficient” and “objecting parties must present the exact issue(s) that they intend to
pursue in a judicial action or proceeding.” “Late-filed, noncompliant, or incomplete
written objections will not be considered as satisfying the Exhaustion of Administrative
Remedies requirement.” The Brooks Obijection fails to satisfy these substantive
requirements.

In addition, the allegation is not accurate. The District is not utilizing existing or
proposed new water rates to fund development. Existing water rates, as well as the
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proposed increased water rates, are exclusively used by the District for the purpose of
providing water service. Separately, and not at issue in this rate proceeding, the District
imposes capacity fees and connection charges to any new development to recover the
costs of extending water service.

Other Comments Addressed

The Brooks Objection states that it is not fair for residential customers to be asked to
subsidize infrastructure that benefits new development. Infrastructure needs related to
new development are paid for through a capacity fee, not by water rate payers.

Conclusion and Reservation of Rights

Regarding the Brooks Objection, in exercising its legislative discretion, the District
determines pursuant to subdivision (d)(4) of Government Code section 53759.1 to
proceed with the protest hearing required under section 6 of Article XIlI D of the
California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
Brooks Obijection.

4. Hamilton Objections [Four Separate Objections]

Procedural Requirements

The District received four separate Hamilton Objections for four separate assessor
parcel numbers. The four objections were timely received prior to the District’'s May 11,
2026, deadline. Each Hamilton Objection appears to use a reformatted version of the
District’s written objection form. The bottom right corner of the Hamilton Objection
provides page numbers (e.g., “Page 1 of 4”); the District only received pages 1 and 2 of
4. The District did not receive pages 3 and 4 for any of the objections.

Substantive Requirements

Aside from the different assessor parcel numbers, the Hamilton Objections are
substantively identical. The Hamilton Objections do not comply with the District’s
substantive requirements for properly submitting a written objection, including that “(1)
Each part of this form must be filled out completely” and “(3) generalized objections are
insufficient. To satisfy this exhaustion of administrative remedies requirement, objecting
parties must present the exact issue(s) that they intend to pursue in a judicial action or
proceeding.” The Hamilton Objections were incompletely filled out. They do not contain
any provisions of law alleged to be violated; do not describe how the proposed rates
violate the cited law; and do not explain how the District could correct the alleged
violations of law. The Hamilton Objections do not advance legal arguments for why the
proposed rate change should not proceed.
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Other Comments Addressed

The Hamilton Objections indicates that the rate increases should not be used to build
dams. The District has no project or plans to construct a dam, and therefore, no costs
associated with building dams are included in the COS Study.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Hamilton Objections do not comply with the District’s procedural
and substantive requirements for properly filing a written objection. Consequently,
Hamilton is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XlIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Hamilton Obijections.

5. Appell Objection

Procedural Requirements

The District received a “Formal Objection to Proposed Water Rate Increase”. The
Appell Objection was received prior to the District’'s May 11, 2026, deadline for written
objections. However, the Appell Objection did not use the District’s written objection
form.

Substantive Requirements

The Appell Objection does not comply with the District’'s substantive requirements for
properly submitting a written objection. The District’'s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Appell Objection did not use the District’s written objection form. Nor does the
Appell correspondence articulate with specificity any legal arguments for why the
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District’s proposed rate change violates the law. The Appell Objection do not advance
legal arguments for why the proposed rate change should not proceed.

Other Comments Addressed

The Appell Objection requests that the Board of Directors conduct an independent
financial audit of the District’s financials. The District has a third-party complete an
annual financial audit, and the COS study was developed by an expert third-party.
Additionally, the Appell Objection requested the evaluation of alternative funding
mechanisms. The District is pursuing alternative funding mechanisms for projects, and
specifically for the Scotts Flat Spillway Reconstruction Project.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Appell Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Appell is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article XIlII D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

The District notes, however, that the Appell Objection may have been intended as a
written protest, despite using the term “Formal Objection”. Following several requests
of the District’s Board of Directors, the Appell Objection states “I request that this letter
be included in the official record as a formal protest under Proposition 218.” The District
will consider the Appell Objection as a written protest to the proposed rates to be
considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Appell Objection.

6. Barrett Objection

Procedural Requirements

The Barrett Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements
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In section 1, the Barrett Objection cites several statutory provisions and case law to
allege legal violations. However, in section 2, the Barrett Objection fails to develop legal
argument describing how the District is alleged to have violated each of these legal
citations. The District’s written objection form states that “Generalized objections are
insufficient” and “objecting parties must present the exact issue(s) that they intend to
pursue in a judicial action or proceeding.” “Late-filed, noncompliant, or incomplete
written objections will not be considered as satisfying the Exhaustion of Administrative
Remedies requirement.” The Barrett Objection fails to satisfy these substantive
requirements.

It appears the chief allegation is that “The District has not clearly demonstrated how the
costs identified in the 2026 Cost of Service Study are allocated to individual parcels or
customer classes.” The rates charged to the District's customers are proportional to the
cost of service provided to each customer. The COS Study demonstrates that the
revenue requirement for each of the District’s customer classes is proportional to the
cost to serve each class. The raw water and treated water rate structures for each class
collect the proportional costs that do not vary with water use in the fixed charge and the
costs that do vary with use in the volumetric charge. This structure ensures that the rate
revenue collected from each customer is proportional to the cost of serving that
customer.

The Barrett Objection questions whether higher rates are “subsidizing other users,
infrastructure expansion, or capital improvements that do not directly benefit my
property”. Due to the District’s receipt of non-rate revenue, including a share of property
taxes and through sale of hydroelectric power, the District’s treated and irrigation/raw
water rates are subsidized and are provided below the true cost of service. These
subsidies are not available to water users that receive service from the District to
properties located outside the jurisdictional boundaries of the District. The COS Study
removes these subsidies from the proposed rate for out-of-District users. (See, e.g.,
COS Study, Table 2 [rates higher for “Out-District Raw Water” for both fixed service
charge and volumetric rates].) The District does not utilize water rate revenue to
subsidize a different class of customers.

It is unclear what is meant by “infrastructure expansion”. However, the COS Study does
indicate that a “key driver” for rate increases is the District’s capital improvement costs,
including repair of Scotts Flat Reservoir Spillway. Table 4 summarizes the District’s
capital improvement program for this rate setting process and, importantly, shows how
such costs are attributed to treated water customers and/or irrigation water customers.
The COS Study describes the rationale for attributing capital expenses to irrigation
customers or to treated water customers, or to both irrigation and treated water
customers. For example, certain large capital projects such as Scotts Flat Spillway are
necessary to continue water service to both irrigation and treated water customers and,
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thus, both classes are sharing n the projected expense. Other projects, as detailed in
the COS Study, only benéefit irrigation or treated and are treated as such as part of the
methodology justifying the proposed rate increase.

The Barrett Objection states that “proposed rates may include costs unrelated to the
provision of water service to my parcel”. That is not accurate. The District’s rate
consultant ensured that the rate revenue requirement needed from each customer class
is proportional to their cost of service. The COS Study describes this analysis
beginning at page 26. Article XlII D, section 6(b)(3) of the California Constitution
requires that the amount of a property-related fee or charge imposed upon a parcel
"shall not exceed the proportional cost of the service attributable to the parcel." The
District's proposed rates satisfy this requirement. The COS Study prepared by Bartle
Wells Associates establishes proportionality at three levels: the allocation of costs
between raw and treated water service, the derivation of raw water rates, and the
derivation of treated water rates.

Lastly, the Barrett Objection cites to Capistrano Taxpayers Assn., Inc. v. City of San
Juan Capistrano (2015) 235 Cal. App. 4th 1493 and states that the District needs to
ensure “any tiered or increased rates are supported by actual cost differential.” The
District’s proposed rate change would discontinue tiered pricing. As summarized in the
District’s Notice, as well as in its COS Study, the District’s current rate structure includes
volumetric tiered water rates for treated water customers that vary by service area.
(See, e.g., COS Study, p. 18.) The proposed rate change, if adopted, would “Move from
two tiers to a single tier or uniform rate per hundred cubic feet (HCF) of water use. This
reflects the District’s operating cost structure, which remains relatively flat despite
changes in the usage volume.” (COS Study, p. 8.) The District’s proposed transition
from a two-tier volumetric treated water rate structure to a uniform volumetric rate
structure is supported by the proportionality requirements of Article XIII D, section 6 of
the California Constitution and is based upon the cost-of-service analysis set forth in the
District’'s COS Study. A review of the current operations of the water system did not
indicate that there are proportionally higher costs associated with use in the higher tier.
Under the uniform rate structure, all customers within the same class of service pay the
same volumetric charge for each unit of treated water consumed. This approach aligns
with the functional cost allocation methodology employed in the COS Study and,
consistent with the principles set forth in Capistrano Taxpayers Association v. City of
San Juan Capistrano (2015) 235 Cal.App.4th 1493, ensures that the volumetric rate
charged to each customer corresponds to the proportional cost of providing service to
that customer.

Other Comments Addressed
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The Barrett Objection includes two statements that indicate that no rate payer should
subsidize another and that administrative costs not allocable to service delivery should
not be charged. The rates determined by the COS Study do not allow one class of
ratepayers to subsidize another. Additionally, the ratepayers do not pay all of the
District’s administrative costs. Administrative costs associated with the hydropower and
recreation enterprises are paid from revenue generated by these enterprises, not by
ratepayers.

Conclusion and Reservation of Rights

Regarding the Barrett Objection, in exercising its legislative discretion, the District
determines pursuant to subdivision (d)(4) of Government Code section 53759.1 to
proceed with the protest hearing required under section 6 of Article XIlI D of the
California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
Barrett Objection.

7. Beckett Objection

Procedural Requirements

The Beckett Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Beckett Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

While the Beckett objection cites to several provisions of Proposition 218, it does not
“Describe, with reference to your property and usage of water services, how the
proposed rates violate the provisions of law you cited above.” Nor does the Beckett
Objection “Provide amendments to the proposed rates and the written basis...” The
District can only speculate as to the specific reasons why the Beckett Objection believes

“cost of service”, “proportionality” and “revenue limitations” are legal issues that need to
be addressed.
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Other Comments Addressed

As demonstrated in the COS Study, the proposed rates are necessary to meet
operational needs and fund infrastructure repair and replacement, both of which are
required to continue delivering water.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Beckett Objection does not comply with the District’s substantive
requirements for properly filing a written objection. Consequently, Beckett is prohibited
from bringing a judicial action or proceeding alleging noncompliance with Article XIII D
of the California Constitution for new, increased, or extended fees under Government
Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Beckett Objection.

8. Cosso Objection

Procedural Requirements

The Cosso Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Cosso Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Cosso Objection fails to meet these substantive requirements. For example,
section 1 does not cite to any provision of law that would form the basis of the Cosso
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Objection. Rather, it expresses policy rationale for why the proposed rate increase
should not be adopted.

Other Comments Addressed

The Cosso Objection states that the District did not establish rates that reflect the lower
rate of serving the Cosso parcel specifically. The COS rates are reasonable,
proportional, and supported by evidence and analyses presented in the COS Study,
based on an allocation of costs by customer class and functional allocation. The rates
were not established to generate excessive revenue, but to maintain reserves needed
to ensure financial stability and handle emergencies. Current reserves are also relied
upon in the proposed rate schedule, in a combination of the issuance of new debt, to
decrease the significance of the proposed rate increase.

The Cosso Objection states that the elimination of tiered rate charges the low-volume
water users the same rate as high-volume water users. Treated water users are
charged a fixed rate based on meter size. The larger the meter size, the more water is
used. The larger-meter customers pay a higher cost than the smaller-meter customers.
The difference in these costs is explained in the COS Study under the functional
allocation discussion.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Cosso Objection does not comply with the District’s substantive
requirements for properly filing a written objection. Consequently, Cosso is prohibited
from bringing a judicial action or proceeding alleging noncompliance with Article XIII D
of the California Constitution for new, increased, or extended fees under Government
Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XlIlI D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Cosso Objection.

9. Dayen Objection

Procedural Requirements
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The Dayen Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Dayen Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Dayen Obijection fails to meet these substantive requirements. For example,
section 1 does not cite to any provision of law that would form the basis of the Dayen
Objection. Rather, it expresses policy rationale for why the proposed rate increase
should not be adopted.

Other Comments Addressed

The Dayen Obijection claims that removing the two-tiered water rate for treated water
customers may disproportionally impact households regardless of actual water use and
limit the customer’s ability to control their bills through conservation. Proposition 218
requires the COS Study demonstrate a reasonable relationship between the costs of
providing service and the rates charged. Proposition 218 does not allow rates to be set
to encourage conservation independent of cost. The COS Study explains that the move
from two tiers to a single tier or uniform volumetric rate for treated water users is
consistent with the District’s operating cost structure. It should be noted that the greater
the volume of water used, the higher the costs on the customer.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Dayen Objection does not comply with the District’s substantive
requirements for properly filing a written objection. Consequently, Dayen is prohibited
from bringing a judicial action or proceeding alleging noncompliance with Article XIII D
of the California Constitution for new, increased, or extended fees under Government
Code section 53759.1, subdivision (b).
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In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XllII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Dayen Obijection.

10.Foxley Objection

Procedural Requirements

The District received a “formal written objection” formatted in the style of a letter to the
Board of Directors. The Foxley Objection was received prior to the District's May 11,
2026, deadline for written objections. However, the Foxley Objection did not use the
District’s written objection form.

Substantive Requirements

The Foxley Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.” The Foxley Objection did not use the
District’s written objection form.

While the Foxley Objection cites provisions of law, including requirements of Proposition
218, it does not “Describe, with reference to your property and usage of water services,
how the proposed rates violate the provisions of law you cited above.” Instead, the
Foxley Objection generalizes its legal complaints and fails to substantiate its claims with
any argument or application of the legal principles cited. For example, the Foxley
Objection states

To the extent the proposed rates fund:

e Future system expansion benefiting new development;
e Unrelated infrastructure projects;
e Or general government purposes,

they are unconstitutional.

One of the key purposes of the exhaustion of administrative remedies requirement is to
apprise the District of the specific grounds of alleged noncompliance through legal
citation and analysis so that the District may consider such argument and potentially
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make changes, clarifications, or even to potentially discontinue the proposed rate
change. The Foxley Objection’s lack of legal analysis deprives the District of this
opportunity.

Other Comments Addressed

The Foxley Objection states that COS Study does not provide transparent and verifiable
evidence that the proposed rates are limited to the actual cost of water. However, this
claim does not appear to be based on the COS Study completed by the District. For
example, the Foxley Obijection states that the District did not provide detailed cost
allocations, demand assumptions, and infrastructure funding breakdowns, and reserve
calculations. However, all of these items are included in the COS Study. The remainder
of the Foxley Objection does not provide a legal justification or other reasoned basis for
the objection; instead, it contains hypothetical statements that indicate that if a specific
legal requirement is not met, it would be illegal. For example, the District must hold a
lawful public hearing. Not only has the public hearing not yet been held, but the date,
time and location was included in the public Notice, in accordance with the requirements
of Proposition 218.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Foxley Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Foxley is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article XIII D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

The District notes, however, that the Foxley Objection may have been intended as a
written protest, despite using the term “formal written objection”. The District will
consider the Foxley Objection as a written protest to the proposed rates to be
considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIlII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Foxley Objection.

11.Gardner Objection

Procedural Requirements
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The Gardner Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form. However, the Gardner Objection was not signed.

Substantive Requirements

The Gardner Objection states it is “based on Article Xl D of the California Constitution
(Proposition 218), Section 6(b), which requires that water rates not exceed the
proportional cost of service to a parcel and that revenues be used only for that service.”
The District's COS Study demonstrates proportionality.

Article XlII D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The COS Study prepared by Bartle Wells Associates establishes
proportionality at three levels: the allocation of costs between raw and treated water
service, the derivation of raw water rates, and the derivation of treated water rates.

Raw and Treated Proportional Cost Allocation

Because raw water customers do not benefit from the treated water system, the COS
Study at Chapter 5 and Table 8 allocates each line item of projected expenses and non-
rate revenues between the two systems based on operational data, engineering
analysis, and the District's capital plan. The COS Study then allocates raw water system
costs to treated water customers, reflecting the proportion of raw water flow that is
conveyed into the treated system for delivery to treated customers (Table 9).

Proportional Treated Water Rates

Within the treated water revenue requirement, the COS Study at Table 11 (Treated
Water Functional Allocation) allocates costs among two functional components
corresponding to the cost drivers of treated water service: (i) Capacity, reflecting fixed
costs related to the capacity of the treated water system that must be maintained to
deliver water on demand to each customer; and (ii) Volumetric, reflecting costs that vary
with the volume of water consumed. Property tax revenues and revenues from the sale
of hydroelectric power are applied as an offset to the Inside District revenue
requirements, allowing Inside District Rates to recover less than the full cost of service.

The capacity component is recovered through fixed monthly service charges that vary
by meter size, with each meter assigned a Meter Equivalent Unit ratio proportional to its
maximum safe flow capacity relative to a 5/8-inch meter. This ensures that each
customer's fixed charge corresponds to the share of system capacity the District must
maintain to serve that parcel.
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The District’s proposed transition from a two-tier volumetric treated water rate structure
to a uniform volumetric rate structure is supported by the proportionality requirements of
Article XlII D, section 6 of the California Constitution and is based upon the cost-of-
service analysis set forth in the District’s Cost of Service (“COS”) Study. A review of the
current operations of the water system did not indicate that there are proportionally
higher costs associated with use in the higher tier. Under the uniform rate structure, all
customers within the same class of service pay the same volumetric charge for each
unit of treated water consumed. This approach aligns with the functional cost allocation
methodology employed in the COS Study and, consistent with the principles set forth in
Capistrano Taxpayers Association v. City of San Juan Capistrano (2015) 235
Cal.App.4th 1493, ensures that the volumetric rate charged to each customer
corresponds to the proportional cost of providing service to that customer.

Proportionality Summary

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Gardner Objection does not comply with the District’s procedural
and substantive requirements for properly filing a written objection. Consequently,
Gardner is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XllI D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Gardner Objection.
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12.Hinshaw Objection

Procedural Requirements

The Hinshaw Objection was timely received prior to the District’'s May 11, 2026,
deadline to exhaust administrative remedies and utilized the District’'s Proposition 218
written objection form.

Substantive Requirements

The Hinshaw Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.” The Hinshaw Objection fails to meet these
substantive requirements. For example, the Hinshaw objection refers to the proposed
rates as “excessive” and “will affect every household and business”. The Hinshaw
Objection contains policy rationale, not legal citation or argument, as to why the
proposed rate increase ought not to proceed.

Hinshaw alleges in section 1 of the written objection form that the proposed rates are
“disproportionate” and “violates Proposition 218”. However, Section 2 does not describe
with any legal reasoning or argument why the rates fail these supposed standards and
instead relies upon policy rationale for why the proposed rates should not take effect.

Other Comments Addressed

The Hinshaw Objection includes statements regarding the prohibition of voting by
members of a homeowners' association (HOA) or a mobile home park. The members of
an HOA or mobile home park that are collectively served by a single meter are not direct
customers of the District and do not directly pay current or proposed District rates;
therefore, these wholesale customers were not provided Notices and are not
independently entitled to Notice or to otherwise participate in the Proposition 218
process through submission of a written objection or protest. Additionally, in the case of
an HOA or a mobile home park, the wholesale purchaser may elect to pass along higher
costs that those charged by the District rates, or absorb them.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[l]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
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determines that the Hinshaw Objection does not comply with the District’s substantive
requirements for properly filing a written objection. Consequently, Hinshaw is prohibited
from bringing a judicial action or proceeding alleging noncompliance with Article XIIl D
of the California Constitution for new, increased, or extended fees under Government
Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Hinshaw Objection.

13.Lovejoy Objection

Procedural Requirements

The Lovejoy Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Lovejoy Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Lovejoy Obijection fails to meet these substantive requirements. For example, the
Lovejoy Objection states that “Rate increases exceed the cost of living that most senior
citizens receive on a fixed income” and “Give the consumer a break”. Sections 2 and 3
of the District’s objection form were not completed.

The completed section 1 portion of the Lovejoy Objection contains policy rationale, not
legal citation or argument, as to why the proposed rate increase ought not to proceed.
Section 1 does not cite any provision of law that would form the basis of the Lovejoy
Objection. Rather, it expresses policy rationale for why the proposed rate increase
should not be adopted.

Other Comments Addressed
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The District is committed to working with customers to increase water efficiency and
reduce associated costs.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Lovejoy Objection does not comply with the District’s substantive
requirements for properly filing a written objection. Consequently, Lovejoy is prohibited
from bringing a judicial action or proceeding alleging noncompliance with Article XIII D
of the California Constitution for new, increased, or extended fees under Government
Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XllI D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Lovejoy Objection.

14.Owens Objection

Procedural Requirements

The Owens Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

(a) Proportionality

Article XllI D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The COS Study prepared by Bartle Wells Associates establishes
proportionality at three levels: the allocation of costs between raw and treated water
service, the derivation of raw water rates, and the derivation of treated water rates. The
COS Study demonstrates that the revenue requirement for each of the District’s
customer classes is proportional to the cost to serve each class. The raw water and
treated water rate structures for each class collect the proportional costs that do not
vary with water use in the fixed charge and the costs that do vary with use in the
volumetric charge. This structure ensures that the rate revenue collected from each
customer is proportional to the cost of serving that customer.
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(b) Use of Revenue

The Owens Objection alleges that “revenues from water fees must be used strictly for
the purpose for which they were imposed (water service).” However, in section 2 of the
written objection form, that allegation is not advanced or described in any detail.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that portions of the Owens Objection do not comply with the District’s
substantive requirements for properly filing a written objection. Consequently, as to
these claims Owens is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XllI D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XllI D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Owens Objection.

15.Quinn Objection

Procedural Requirements

The Quinn Objection was timely received prior to the District’'s May 11, 2026, deadline to
exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form. While the Quinn Objection was handwritten, it was not signed.

Substantive Requirements

The Quinn Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”
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The Quinn Objection does not describe, with reference to the Quinn property and usage
of water, how the proposed rates violate provisions of the law. There are no legal
citations used or legal analysis as to why the District’s rates violate applicable law. The
completed portions of the Quinn Objection contain policy rationale, not legal citation or
argument, as to why the proposed rate increase ought not to proceed.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Quinn Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Quinn is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article Xl D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Quinn Objection.

16.Van Wagner

Procedural Requirements

The Van Wagner Objection was timely received prior to the District's May 11, 2026,
deadline to exhaust administrative remedies and utilized the District’s Proposition 218
written objection form.

Substantive Requirements

(a) Cost of Service

The Van Wagner Objection alleges that “The proposed increases do not clearly
demonstrate this required nexus or cost justification as applied to my property, and
appear to shift costs in a way that may not reflect actual service provided.” However,
the Van Wagner Objection does not elaborate or provide any legal argument explaining
why the allegation is made. The District’s written objection form states that
“Generalized objections are insufficient” and “objecting parties must present the exact
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issue(s) that they intend to pursue in a judicial action or proceeding.” “Late-filed,
noncompliant, or incomplete written objections will not be considered as satisfying the
Exhaustion of Administrative Remedies requirement.” The Van Wagner Objection fails
to satisfy these substantive requirements.

In addition, the District retained Bartle Wells Associates to prepare a 2026 Cost of
Service Study (COS Study). The COS Study was referenced in the District’s public
notice mailed to all customers subject to the proposed change in water rates, was
available upon request, and is available at nidwater.com/nid-water-rate-adjustments.
Section 5 (Cost of Service Methodology) provides a comprehensive analysis of the
District’s cost of service, allocation between treated and irrigation/raw water service,
and functional allocation.

Due to the District’s receipt of non-rate revenue, including a share of property taxes and
through sale of hydroelectric power, the District’s treated and irrigation/raw water rates
are subsidized and are provided below the true cost of service. These subsidies are not
available to water users that receive service from the District to properties located
outside the jurisdictional boundaries of the District. The COS Study removes these
subsidies from the proposed rate for out-of-District users. (See, e.g., COS Study, Table
2 [rates higher for “Out-District Raw Water” for both fixed service charge and volumetric
rates].)

(b) Proportionality

The Van Wagner Objection asserts there “is not a clear showing that they [the proposed
rates] are proportional to the actual cost of providing service to my parcel.” The COS
Study demonstrates proportionality.

Article XIlI D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The COS Study prepared by Bartle Wells Associates establishes
proportionality at three levels: the allocation of costs between raw and treated water
service, the derivation of raw water rates, and the derivation of treated water rates.

Raw and Treated Proportional Cost Allocation

Because raw water customers do not benefit from the treated water system, the COS
Study at Chapter 5 and Table 8 allocates each line item of projected expenses and non-
rate revenues between the two systems based on operational data, engineering
analysis, and the District's capital plan. The COS Study then allocates raw water system
costs to treated water customers, reflecting the proportion of raw water flow that is
conveyed into the treated system for delivery to treated customers (Table 9).
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Proportional Treated Water Rates

Within the treated water revenue requirement, the COS Study at Table 11 (Treated
Water Functional Allocation) allocates costs among two functional components
corresponding to the cost drivers of treated water service: (i) Capacity, reflecting fixed
costs related to the capacity of the treated water system that must be maintained to
deliver water on demand to each customer; and (ii) Volumetric, reflecting costs that vary
with the volume of water consumed. Property tax revenues and revenues from the sale
of hydroelectric power are applied as an offset to the Inside District revenue
requirements, allowing Inside District Rates to recover less than the full cost of service.

The capacity component is recovered through fixed monthly service charges that vary
by meter size, with each meter assigned a Meter Equivalent Unit ratio proportional to its
maximum safe flow capacity relative to a 5/8-inch meter. This ensures that each
customer's fixed charge corresponds to the share of system capacity the District must
maintain to serve that parcel.

The District’s proposed transition from a two-tier volumetric treated water rate structure
to a uniform volumetric rate structure is supported by the proportionality requirements of
Article XlIl D, section 6 of the California Constitution and is based upon the cost-of-
service analysis set forth in the District’'s COS Study. A review of the current operations
of the water system did not indicate that there are proportionally higher costs associated
with use in the higher tier. Under the uniform rate structure, all customers within the
same class of service pay the same volumetric charge for each unit of treated water
consumed. This approach aligns with the functional cost allocation methodology
employed in the COS Study and, consistent with the principles set forth in Capistrano
Taxpayers Association v. City of San Juan Capistrano (2015) 235 Cal.App.4th 1493,
ensures that the volumetric rate charged to each customer corresponds to the
proportional cost of providing service to that customer.

Proportionality Summary

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.

Other Comments Addressed

None.
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Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that portions of the Van Wagner Objection do not comply with the District’s
substantive requirements for properly filing a written objection. Consequently, as to
these claims Van Wagner is prohibited from bringing a judicial action or proceeding
alleging noncompliance with Article XIII D of the California Constitution for new,
increased, or extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Van Wagner Objection.

17.Johnson Objection

Procedural Requirements

The District received a “Objection to Rate Increase”. The Johnson Objection was
received prior to the District’'s May 11, 2026, deadline for written objections. However,
the Johnson Obijection did not use the District’s written objection form.

Substantive Requirements

The Johnson Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Johnson Objection did not use the District’s written objection form. Nor does the
Johnson correspondence articulate with specificity any legal argument for why the
District’s proposed rate change violates the law. It only states the “proposed rates may
violate Proposition 218”. The Johnson Objection do not advance legal reasoning for
why the proposed rate change should not proceed.

Other Comments Addressed
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The Johnson Objective states that the District eliminated the single-payment discount
without a cost-based justification. The District eliminated the single-payment discount
because offering it raised potential Proposition 218 concerns, such as it resulting in
increasing rates for others in the same customer class, as the rate charged included
revenue recovery associated with the use of the 5% prepayment discount. Additionally,
the discount increases the District's administrative and labor costs because the
discounted payments must be processed manually.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Johnson Objection does not comply with the District’s procedural
and substantive requirements for properly filing a written objection. Consequently,
Johnson is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

The District notes, however, that the Johnson Objection may have been intended as a
written protest, despite using the term “Objection”. Following several requests of the
District’'s Board of Directors, the Johnson Objection states “l request that this protest be
counted toward the Proposition 218 majority protest requirement.” The District will
consider the Johnson Objection as a written protest to the proposed rates to be
considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIlI D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Johnson Obijection.

18.Cash Objection

Procedural Requirements

The District received a “Formal Written Project — Proposition 218”. It states “| object to
the proposed rate increases” and contains a reservation of rights “to challenge the
proposed rates”. The Cash Objection was received prior to the District’'s May 11, 2026,
deadline for written objections. However, the Cash Objection did not use the District’s
written objection form.

Substantive Requirements
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The Cash Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Cash Obijection did not use the District’s written objection form. Nor does the Cash
correspondence articulate with specificity any legal arguments for why the District’s
proposed rate change violates the law. It only states the generalized “significant
concerns regarding whether the proposed rate increases comply with the constitutional
requirements of Proposition 218.” The Cash Objection refers to the District’s Notice, but
not its COS Study, which was referred to in the Notice as included in the written basis
for the proposed rates.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Cash Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Cash is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article XIII D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

The District notes, however, that the Cash Objection may have been intended as a
written protest, despite using the term “Objection”. Following several requests of the
District’'s Board of Directors, the Cash Objection states “This letter is intended to serve
as a formal protest under Proposition 218 and | request that it be counted toward any
majority protest determination.” The District will consider the Cash Objection as a
written protest to the proposed rates to be considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.
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The District reserves all rights, claims, and defenses in the event of litigation concerning
the Cash Objection.

19.Leveskis Objection

Procedural Requirements

The District received a “Objection to Rate Increase. The Leveskis Objection was
received prior to the District’'s May 11, 2026, deadline for written objections. However,
the Leveskis Objection did not use the District’s written objection form.

Substantive Requirements

The Leveskis Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Leveskis Objection did not use the District’s written objection form. Nor does the
Leveskis correspondence articulate with specificity any legal arguments for why the
District’s proposed rate change violates the law. It only states the generalized
‘concerns’.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Leveskis Objection does not comply with the District’s procedural
and substantive requirements for properly filing a written objection. Consequently,
Leveskis is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

The District notes, however, that the Leveskis Objection may have been intended as a
written protest, despite using the term “Objection”. The Leveskis Objection states ‘I
request that this protest be counted toward the Proposition 218 majority protest
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requirement”. The District will consider the Leveskis Objection as a written protest to
the proposed rates to be considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Leveskis Objection.

20.Beach Objection

Procedural Requirements

The District received a handwritten letter expressing objection to the proposed rate
increase and asking that it be considered as “my statement of opposition to NID
proposed rate increases.” The Beach Objection was received prior to the District’'s May
11, 2026, deadline for written objections. However, the Beach Objection did not use the
District’s written objection form.

Substantive Requirements

The Beach Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Beach Objection did not use the District’s written objection form. Nor does the
Beach correspondence articulate with specificity any legal arguments for why the
District’s proposed rate change violates the law. It expresses policy rationale, not legal
argument, in opposition to the proposed rate increase, such as that “I do not feel
obligated to fund NID’s aging infrastructure”.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
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determines that the Beach Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Beach is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article XIlII D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

The District notes, however, that the Beach Objection may have been intended as a
written protest, despite using the term “object”. The District will consider the Beach
Objection as a written protest to the proposed rates to be considered at the protest

hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Beach Objection.

21.Bright Objection

Procedural Requirements

The Bright Objection was timely received prior to the District’'s May 11, 2026, deadline to
exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

(a) Cost of Service

The Bright Objection states that “the proposed rates appear to generate revenue
beyond the actual cost of providing the water service, constituting an unlawful tax.” This
allegation is not accurate.

The District retained Bartle Wells Associates to prepare a 2026 Cost of Service Study
(COS Study). The COS Study was referenced in the District’s public notice mailed to all
customers subject to the proposed change in water rates, was available upon request,
and is available at nidwater.com/nid-water-rate-adjustments. Section 5 (Cost of Service
Methodology) provides a comprehensive analysis of the District’s cost of service,
allocation between treated and irrigation/raw water service, and functional allocation.

Due to the District’s receipt of non-rate revenue, including a share of property taxes and
through sale of hydroelectric power, the District’s treated and irrigation/raw water rates
are subsidized for in-District customers and are provided below the true cost of service.
These subsidies are not available to water users that receive service from the District to
properties located outside the jurisdictional boundaries of the District. The COS Study
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removes these subsidies from the proposed rate for out-of-District users. (See, e.g.,
COS Study, Table 2 [rates higher for “Out-District Raw Water” for both fixed service
charge and volumetric rates].)

(b) Proportionality/Equal Protection

The Bright Objection states “the proposed rate structure fails to demonstrate
proportionality between charges and the cost of service to individual customers or
classes of customers.” The COS Study demonstrates proportionality and, thus
addresses the Bright Objection equal protection claim even if, arguendo, the equal
protection clause applied.

Article XIlI D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The COS Study prepared by Bartle Wells Associates establishes
proportionality at three levels: the allocation of costs between raw and treated water
service, the derivation of raw water rates, and the derivation of treated water rates.

Raw and Treated Proportional Cost Allocation

Because raw water customers do not benefit from the treated water system, the COS
Study at Chapter 5 and Table 8 allocates each line item of projected expenses and non-
rate revenues between the two systems based on operational data, engineering
analysis, and the District's capital plan. The COS Study then allocates raw water system
costs to treated water customers, reflecting the proportion of raw water flow that is
conveyed into the treated system for delivery to treated customers (Table 9).

Proportional Treated Water Rates

Within the treated water revenue requirement, the COS Study at Table 11 (Treated
Water Functional Allocation) allocates costs among two functional components
corresponding to the cost drivers of treated water service: (i) Capacity, reflecting fixed
costs related to the capacity of the treated water system that must be maintained to
deliver water on demand to each customer; and (ii) Volumetric, reflecting costs that vary
with the volume of water consumed. Property tax revenues and revenues from the sale
of hydroelectric power are applied as an offset to the Inside District revenue
requirements, allowing Inside District Rates to recover less than the full cost of service.

The capacity component is recovered through fixed monthly service charges that vary
by meter size, with each meter assigned a Meter Equivalent Unit ratio proportional to its
maximum safe flow capacity relative to a 5/8-inch meter. This ensures that each
customer's fixed charge corresponds to the share of system capacity the District must
maintain to serve that parcel.
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The District’s proposed transition from a two-tier volumetric treated water rate structure
to a uniform volumetric rate structure is supported by the proportionality requirements of
Article XlII D, section 6 of the California Constitution and is based upon the cost-of-
service analysis set forth in the District’'s COS Study. A review of the current operations
of the water system did not indicate that there are proportionally higher costs associated
with use in the higher tier. Under the uniform rate structure, all customers within the
same class of service pay the same volumetric charge for each unit of treated water
consumed. This approach aligns with the functional cost allocation methodology
employed in the COS Study and, consistent with the principles set forth in Capistrano
Taxpayers Association v. City of San Juan Capistrano (2015) 235 Cal.App.4th 1493,
ensures that the volumetric rate charged to each customer corresponds to the
proportional cost of providing service to that customer.

Proportionality Summary

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.

(c) Charges Based on Actual Use

The Bright Objection states “Section 6(b)(4): Charges imposed regardless of actual use
or availability raise compliance concerns”. There is no further legal argument, factual
claims, or rationale supporting this statement. The District’s form states that
“Generalized objections are insufficient” and that parties “must present the exact
issue(s) that they intent to pursue in a judicial action or proceeding”. Moreover, the
District requires objecting parties to “Describe, with reference to your property and
usage of water services, how the proposed rates violate the provisions of law you cited
above.” The Bright Objection fails to meet this substantive requirement.

In addition, the claim is incorrect. Charges are imposed solely on the basis of use of
water service. A parcel within the District’s service area that does not receive District
water service does not pay the proposed rates. Only active customers of the District
are subject to the proposed rates.

(d) Charges for Other Services

The Bright Objection states “Section 6(b)(2): to the extent that revenues are used for
unrelated projects, reserves not reasonably tied to service, or other district obligations,
the rates violate this provision.” There is no further legal argument, factual claims, or
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rationale supporting this statement. The District’s form states that “Generalized
objections are insufficient” and that parties “must present the exact issue(s) that they
intent to pursue in a judicial action or proceeding”. Moreover, the District requires
objecting parties to “Describe, with reference to your property and usage of water
services, how the proposed rates violate the provisions of law you cited above.” The
Bright Objection fails to meet this substantive requirement.

In addition, the claim is incorrect. Charges are imposed solely for the purpose of
funding water service and are not and will not be used for other purposes. The COS
Study demonstrates the cost justification for water rate increases and the use of those
funds on water related services exclusively.

Lastly, the Bright Objection cites to Capistrano Taxpayers Assn., Inc. v. City of San Juan
Capistrano (2015) 235 Cal. App. 4th 1493 and states “to the extent the proposed rates
included tiered pricing or fixed charges not supported by cost-of-service data, they are
inconsistent with this precedent.” The District’s proposed rate change would
discontinue tiered pricing. As summarized in the District’s Notice, as well as in its COS
Study, the District’s current rate structure includes volumetric tiered water rates for
treated water customers that vary by service area. (See, e.g., COS Study, p. 18.) The
proposed rate change, if adopted, would “Move from two tiers to a single tier or uniform
rate per hundred cubic feet (HCF) of water use. This reflects the District’s operating
cost structure, which remains relatively flat despite changes in the usage volume.”
(COS Study, p. 8.)

Other Comments Addressed

The Bright Objection incorrectly presumes that moving and distributing water downhill
should be inexpensive. Unfortunately, moving water downhill is very expensive, given
the significant infrastructure required to store and transport it.

Conclusion and Reservation of Rights

Regarding the Bright Objection, in exercising its legislative discretion, the District
determines pursuant to subdivision (d)(4) of Government Code section 53759.1 to
proceed with the protest hearing required under section 6 of Article XIlI D of the
California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Bright Objection.

22.Clow Objection

Procedural Requirements
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The District received a “Objection to Rate Increase”. The Clow Objection was received
prior to the District's May 11, 2026, deadline for written objections. However, the Clow
Objection did not use the District’s written objection form.

Substantive Requirements

The Clow Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Clow Objection did not use the District’s written objection form. Nor does the Clow
correspondence articulate with specificity any legal arguments for why the District’s
proposed rate change violates the law. It only states the “proposed rates may violate
Proposition 218”. The Clow Objection do not advance legal argument for why the
proposed rate change should not proceed.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Clow Objection does not comply with the District’'s procedural and
substantive requirements for properly filing a written objection. Consequently, Clow is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article XIII D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

The District notes, however, that the Clow Objection may have been intended as a
written protest, despite using the term “Objection”. The Clow Objection states “l request
that this protest be counted toward the Proposition 218 majority protest requirement.”
The District will consider the Clow Objection as a written protest to the proposed rates
to be considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XllI D of the California Constitution.
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The District reserves all rights, claims, and defenses in the event of litigation concerning
the Clow Objection.

23.Hensel Objection

Procedural Requirements

The District received a “Objection to Water Rate Increase”. The Hensel Objection was
received prior to the District's May 11, 2026, deadline for written objections. However,
the Hensel Objection did not use the District’s written objection form.

Substantive Requirements

The Hensel Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Hensel Objection did not use the District’s written objection form. Nor does the
Hensel correspondence articulate with specificity any legal arguments for why the
District’s proposed rate change violates the law. It states policy reasons, not legal
argument, for why the proposed rates should not be adopted.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Hensel Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Hensel is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article XlII D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

The District notes, however, that the Hensel Objection may have been intended as a
written protest, despite using the term “Objection”. The Hensel Objection states “I
object to your proposed changes and increases. The District will consider the Hensel
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Objection as a written protest to the proposed rates to be considered at the protest
hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Hensel Objection.

24.Bromm Objections [Two Objections]

Procedural Requirements

The Bromm Objections were timely received prior to the District’'s May 11, 2026,
deadline to exhaust administrative remedies and utilized the District’s Proposition 218
written objection form.

Substantive Requirements

The Bromm Objections cite several legal claims unrelated to the District’s proposed
water rate increase under Proposition 218. For example, the Bromm Objections raise
objections as “the victim of a District’s realignment project”. They also allege claims for
human right to water, water rights law, groundwater depletion, negligent infrastructure
redesign, lack of innovation, antitrust violations, negligence and nuisance, and violations
of regulatory standards and consumer protection laws. As to these claims, the Bromm
Objections do not create a legal nexus between the claims alleged (section 1) and the
description of how the proposed rates violate those claims alleged (section 2). The
District’s written objection form states that “Generalized objections are insufficient” and
“objecting parties must present the exact issue(s) that they intend to pursue in a judicial
action or proceeding.” “Late-filed, noncompliant, or incomplete written objections will
not be considered as satisfying the Exhaustion of Administrative Remedies
requirement.” As to the claims for which there is no legal nexus or argument as to how
those claims are implicated in the District’s ratemaking process, the Bromm Objections
fail to satisfy these substantive requirements.

The Bromm Objections do assert a “Prop 218 violation” and “Setting water rates and
passing the cost of a 55-million-dollar spillway repair to the consumers seems to far
exceed the cost of providing water and normal increased maintenance expenses.” The
Scotts Flat Reservoir spillway repair is a regulatory mandate imposed on the District by
the California Division of Safety of Dams and the Federal Energy Regulatory
Commission. Scotts Flatt Reservoir serves both treated and irrigation customers and,
thus, that forecasted capital expense is proportionately shared by all District customers.
If the District did not implement the spillway repair as mandated, it is likely that the
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District would be required to lower the storage elevation in Scotts Flat Reservoir,
reducing the pool of water available to District customers, thus negatively impacting the
ability to continue water service for irrigation and treated water customers.
Consequently, the forecasted capital expense for the project is necessary to maintain
water service for District customers and is appropriately and proportionately included in
the proposed rate change so the District may recover its cost of providing water service.

Other Comments Addressed

The Bromm Objections request that the District contact the California Public Utilities
Commission (CPUC) to verify the rates. The CPUC does not have regulatory authority
over the District and the District would neither pursue, nor would the CPUC be
interested in such a verification process given entities under the CPUC jurisdiction are
not subject to Proposition 218.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that portions of the Bromm Objections do not comply with the District’s
substantive requirements for properly filing a written objection. Consequently, as to
these claims Bromm is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Bromm Objections.

25.Caulder Objections [Two Objections]

Procedural Requirements

The Caulder Objections were timely received prior to the District’s May 11, 2026,
deadline to exhaust administrative remedies and utilized the District’s Proposition 218
written objection form.

Substantive Requirements

(a) Lake Wildwood Treatment Plant Upgrade
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Without citation, the Caulder Objections assert “the District cannot materially alter the
revenue requirement or the projects used to justify the rates without issuing a new study
and providing fresh notice.” The Caulder Objections assert that the COS Study
included only $250,000 per year for Lake Wildwood Treatment Plant upgrades, but was
thereafter changed to “$21 million+” and “This post-notice material change increases
the revenue requirement imposed on my property.”

To avoid large swings in projected future rate increases, the District, as is customary
amongst water providers, utilized a ten-year capital improvement cost projection. The
COS Study at Table 4 (Capital Improvement Cost (Future $)) shows forecasted capital
improvement projects over a ten-year period, from 2026 through 2035. The “Lake
Wildwood System” is listed as having relatively minor annual capital costs from 2026
through 2030, with large projected increases of approximately $13.6 million in both 2032
and 2034.

The District is only proposing a 5-year schedule of potential rate changes. The large
projected Lake Wildwood Treatment Plant expenses in 2032 and 2033 are beyond the
proposed 5-year rate schedule. Those large projected future expenses are not included
in or otherwise affecting the revenue requirements to satisfy the District’s cost of service
needs during the 5-year proposed rate schedule. The large future projected capital
expenses in 2032 and 2033 were purposely delayed beyond the proposed 5-year rate
schedule to avoid a more significant increase in water rates as part of this rate setting
process.

Finally, Table 4 indicates that the future expenses associated with Lake Wildwood
Treatment Plant are under the “Infrastructure — Treated Water” category, meaning that
those projected costs within the proposed 5-year rate schedule are allocated to the
District’s treated water customers alone. The District’s irrigation customers are not
allocated any share of the Lake Wildwood Treatment Plant upgrades. The Caulder
Objections are associated with a District account that only utilizes irrigation water. It is,
thus, inaccurate for the Caulder Objections to state that the Lake Wildwood Treatment
Plant upgrades “increases the revenue requirement on my property.”

(b) Hydroelectric Revenue Subsidy

The Caulder Objections assert that the COS Study eliminates the “historic hydroelectric
subsidy.” The Caulder Objections do not explain how this claim, even if true, violated or
otherwise implicated Proposition 218. For this reason, the claim fails to meet the
substantive requirements of the written objection, including that “generalized objections
are insufficient.”

Regardless, however, the assertion is not accurate. . The District’'s Hydropower
Department funds the upper division of the watershed, including all high-elevation
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reservoirs, aqueducts, tunnels, canals, and hydroelectric facilities. These systems
collect the majority of the District’s water supply and conveys it to Scotts Flat Reservoir
and Rollins Reservoir, from which the water is distributed to District irrigation and
domestic customers. This historic and current use of hydroelectric revenue constitutes
a subsidy to District water users. Property tax revenues and revenues from the sale of
hydroelectric power are applied as an offset to the Inside District revenue requirements,
allowing Inside District Rates to recover less than the full cost of service.

Due to the District’s receipt of non-rate revenue, including a share of property taxes and
through sale of hydroelectric power, the District’s treated and irrigation/raw water rates
are subsidized and are provided below the true cost of service. These subsidies are not
available to water users that receive service from the District to properties located
outside the jurisdictional boundaries of the District. The COS Study removes these
subsidies from the proposed rate for out-of-District users. (See, e.g., COS Study, Table
2 [rates higher for “Out-District Raw Water” for both fixed service charge and volumetric
rates].) The account referenced in the Caulder Objections is within the District, meaning
it has and will continue to benefit from the District’s subsidies.

(c) Incorrect Protest Form Date

The Caulder Objections correctly note a typographical error in the optional protest form
that was originally posted to the District’s website, nidwater.com/nid-water-rate-
adjustment on March 25, 2026. The original protest form listed the hearing date as May
27, 2025, rather than May 27, 2026. The typo was promptly fixed by the District on April
2, 2026, once the District was made aware of the issue.

The Caulder Objections request “re-opening or extending the protest period if necessary
to ensure all ratepayers had accurate information.” The District is unwilling to make this
request for several reasons.

First, the District’s Notice contained the correct hearing date and observed that the
example protest form is optional, as follows:
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How to Protest Proposed Rates

Proposition 218 allows property owners or customers to file one written protest per parcel subject to the
proposed rates in this Motice. Written protests must be received (not postmarked) by the District no later
than the close of the public hearing on May 27, 2026. A sample protest form is available
athttps:/fwww.nidwater.com/nid-water-rate-adjustments and will be mailed to any interested party upon
reguest by contacting the District at (530) 273-6185. However, property owners/customers are not required
to use the sample protest form. Although this notice is sent to both property owners and the customer
identified on the account (if different), only one protest may be cast per parcel.

Every written protest must include all the following to be considered valid:

Customer or property owner name;

Parcel Number or street address(es) of all property(ies) serviced for which protest is made;
Original signature of property owner or water customer; and

Statement in opposition to the rate proposal.

A

Protests must be submitted in a timely manner by mail or in person only to the following address (oral
protests or protests submitted by email or other electronic means are not accepted and will not be counted):

Mevada Irrigation District — Kris Stepanian, Board Secretary
1036 West Main Street, Grass Valley, CA 85945

At the conclusion of the public hearing, protests will be publicly counted and validated. If a majority protest
exists, the District's Board of Directors cannot proceed with the proposed rate change. However, if a
majority protest does not exist, the District has the authority to adopt the proposed rates, which would take
effect on January 1, 2027.

Second, following the close of the protest hearing, the District will count and validate
protests to determine if a majority protest exists. The District will count protests utilizing
the original protest form if the protest is otherwise valid (e.g., signed, one protest per
parcel, etc.) The District will not, in other words, reject otherwise valid protests simply
because a customer utilized the original protest form containing the date typo.

Third, as the Caulder Objections observe, the District corrected the typographical error
promptly upon notification on April 2, 2026. That was 55 days prior to the protest
hearing on May 27, 2026. The public had the corrected optional protest form for longer
than the minimum 45-day period required by Proposition 218. (Cal. Const., Art. XIII D, §
6, subd. (a)(2).)

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
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determines that portions of the Caulder Objections do not comply with the District’s
substantive requirements for properly filing a written objection. Consequently, as to
these claims Caulder is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XlII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Caulder Objections.

26.Gallino Objection

Procedural Requirements

The Gallino Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Gallino Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Gallino Objection fails to meet these substantive requirements. It states that not all
customers received the notice of water rate increase. Section 2 of the District’s
objection form is not completed and no description or other support is offered for the
claim that not all customers received written notice. Moreover, the claim is not accurate.
The District, as required by Article XIII D, section 6, subdivision (a)(1) provided written
notice by mail of the proposed fee or charge to the record owner of each identified
parcel upon which the fee or charge is proposed for imposition. In addition, though not
legally required, the District mailed notices to each customer, not just record owner,
subject to the proposed fee. Due to this extra step, the District mailed 28,306 notices
for 25,072 parcels subject to the proposed fee.

Other Comments Addressed
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None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Gallino Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Gallino is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article Xl D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XllI D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Gallino Objection.

27.Taylor Objection

Procedural Requirements

The District received a letter requesting it be “counted as a formal objection”. The
Taylor Objection was received prior to the District’'s May 11, 2026, deadline for written
objections. However, the Taylor Objection did not use the District’s written objection
form.

Substantive Requirements

The Taylor Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Taylor Objection did not use the District’s written objection form. The Taylor
Objection largely raises policy rationale, not legal argument, for why the proposed rate
change should be denied.

The Taylor Objection does allege that “increases are not proportional to the cost of
service.” However, the claim is not advanced through any legal rationale or reasoning.
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Moreover, the District’s proposed rates do not exceed the proportional cost of service
attributable to the parcel. The rates charged to the District's customers are proportional
to the cost of service provided to each customer. The COS Study demonstrates that the
revenue requirement for each of the District’s customer classes is proportional to the
cost to serve each class. The raw water and treated water rate structures for each class
collect the proportional costs that do not vary with water use in the fixed charge and the
costs that do vary with use in the volumetric charge. This structure ensures that the rate
revenue collected from each customer is proportional to the cost of serving that
customer.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Taylor Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Taylor is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article XIlII D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

The District notes, however, that the Taylor Objection may have been intended as a
written protest, despite using the term “Objection”. The Taylor Objection states “I hereby
submit this written protest against the proposed water rate increases to be considered

at the public hearing scheduled for May 27, 2026.” The District will consider the Taylor
Objection as a written protest to the proposed rates to be considered at the protest
hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XlIlI D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Taylor Objection.

28.Dodson Objection

Procedural Requirements
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The Dodson Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Dodson Obijection is substantially similar to the Bromm Objections. It cites several
legal claims unrelated to the District’s proposed water rate increase under Proposition
218. For example, the Dodson Objection raises objections as to a “pipe blockage” and
‘realignment”. The Dodson Obijection also alleges claims for human right to water,
water rights law, groundwater depletion, negligent infrastructure redesign, lack of
innovation, antitrust violations, negligence and nuisance, and violations of regulatory
standards and consumer protection laws. As to these claims, the Dodson Objection
does not create a legal nexus between the claims alleged (section 1) and the
description of how the proposed rates violate those claims alleged (section 2).

The District’s written objection form states that “Generalized objections are insufficient”
and “objecting parties must present the exact issue(s) that they intend to pursue in a
judicial action or proceeding.” “Late-filed, noncompliant, or incomplete written
objections will not be considered as satisfying the Exhaustion of Administrative
Remedies requirement.” As to the claims for which there is no legal nexus or argument
as to how those claims are implicated in the District’s ratemaking process, the Dodson
Objection fails to satisfy these substantive requirements.

The Dodson Objection does assert a “Prop 218 violation” and “Setting water rates and
passing the cost of a 55-million-dollar spillway repair to the consumers seems to far
exceed the cost of providing water and normal increased maintenance expenses.” The
Scotts Flat Reservoir spillway repair is a regulatory mandate imposed on the District by
the California Division of Safety of Dams and the Federal Energy Regulatory
Commission. Scotts Flatt Reservoir serves both treated and irrigation customers and,
thus, that forecasted capital expense is proportionately shared by all District customers.
If the District did not implement the spillway repair as mandated, it is likely that the
District would be required to lower the storage elevation in Scotts Flat Reservoir,
impacting the ability to continue water service for irrigation and treated water customers.
Consequently, the forecasted capital expense for the project is necessary to maintain
water service for District customers and is appropriately and proportionately included in
the proposed rate change so the District may recover its cost of providing water service.

Other Comments Addressed

None.

Conclusion and Reservation of Rights
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Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that portions of the Dodson Objection do not comply with the District’s
substantive requirements for properly filing a written objection. Consequently, as to
these claims Dodson is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XlII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Dodson Objection.

29.Frescas Objection

Procedural Requirements

The Frescas Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Frescas Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

While the Frescas Obijection states “water rate must be proportional to the cost of
service for each customer”, it does not “Describe, with reference to your property and
usage of water services, how the proposed rates violate the provisions of law you cited
above.” Nor does the Frescas Objection “Provide amendments to the proposed rates
and the written basis...” The District can only speculate as to the specific reasons why
the Frescas Objection believes “proportionality” is a legal issue that needs to be
addressed. Moreover, the rates charged to the District's customers are proportional to
the cost of service provided to each customer. The COS Study demonstrates that the
revenue requirement for each of the District’s customer classes is proportional to the
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cost to serve each class. The raw water and treated water rate structures for each class
collect the proportional costs that do not vary with water use in the fixed charge and the
costs that do vary with use in the volumetric charge. This structure ensures that the rate
revenue collected from each customer is proportional to the cost of serving that
customer.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that portions of the Frescas Objection do not comply with the District’s
substantive requirements for properly filing a written objection. Consequently, as to
these claims Frescas is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Frescas Objection.

30.Greenpeace Water Association Objection

Procedural Requirements

The Greenpeace Water Association Objection was timely received prior to the District’s
May 11, 2026, deadline to exhaust administrative remedies and utilized the District’s
Proposition 218 written objection form.

Substantive Requirements

(a) Wholesale Delivery to Mutual Water Companies Is Not Subject to Proposition
218

Greenpeace Water Association is a mutual water company under the District’s rules and
regulations that receives irrigation water from the District and distributes it via a privately
owned, operated and maintained water distribution system to property within its
jurisdictional area. The Greenpeace Water Association Objection includes a 2026
member list, identifying 10 addresses receiving water from the mutual water company.
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The District only has one account with and one delivery point to Greenpeace Water
Association. The District does not have any direct relationship with Greenpeace Water
Association’s members; it does not have any accounts or delivery points to any of its
members and such a direct customer relationship between mutual water company
members and the District is prohibited under District rules.

Greenpeace Water Association is responsible for payment of District fees and charges
for water service, not its members. The District is unaware of the financial relationship
between Greenpeace Water Association and its members as it relates to District water
service. For example, the District does not know how Greenpeace Water Association
charges its members (if at all) for water service; how District’s costs are (or are not)
shared amongst members; or whether Greenpeace Water Association enhances the
District’s rate to cover its expense of operation, repair and maintenance of the
Greenpeace Water Association water infrastructure.

For these reasons, water service to Greenpeace Water Association is provided on a
wholesale, not retail basis. Proposition 218 only applies to fees or charges imposed
upon a parcel or person as an incident of property ownership. Where, as here, a third
party like Greenpeace Water Association purchases water wholesale for subsequent
distribution to retain customers, it acts in the capacity as a water distributor, not in its
capacity as a property owner.

The California Supreme Court in Richmond v. Shasta Community Services Dist., 32
Cal.4th 409 (2004) established the critical threshold test: a water service fee is subject
to Article XIII D "if, but only if, it is imposed 'upon a person as an incident of property
ownership." The Court explained that the reason water service qualifies as a property-
related service is that water is indispensable to most uses of real property, water is
delivered through pipes physically connected to the property, and a water provider may,
by recording a certificate, obtain a lien on the property for delinquent service charges.
Crucially, the Court held that not all water service charges are automatically subject to
Article XlII D; the fee must still be imposed as an incident of property ownership to fall
within the constitutional mandate.

The California Supreme Court directly addressed the question of whether charges
imposed on another entity that purchases and redistributes water can constitute
property-related fees under Proposition 218 in City of San Buenaventura v. United
Water Conservation Dist., 3 Cal.5th 1191 (2017). The City of Ventura pumped
groundwater from a conservation district's basin and paid charges to fund the district's
conservation activities; the City then delivered that water to its residential customers.
The Court held that the groundwater charges were not charges for a "property-related
service" subject to Article XlII D. The Court articulated the governing principle: "A fee is
charged for a 'property-related service,' and is thus subject to article XIII D, if it is
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imposed on a property owner, in his or her capacity as a property owner, to pay for the
costs of providing a service to a parcel of property."

The Court reasoned that when the district charged the City, it was not providing a
service to the City in its capacity as a property owner, "but in the City's capacity as an
extractor of groundwater from stores that are managed for the benefit of the

public." Furthermore, the Court specifically noted the significance of the wholesale
intermediary role: "while some well operators extract water for use on their own
property, others, such as the City, extract water for sale and distribution

elsewhere." This is the essential distinction. A retail property owner who receives water
service uses that water for the property—giving rise to a direct relationship to property
ownership. A wholesale purchaser, by contrast, acquires water not for use on its own
property but for redistribution to end-use customers, breaking the constitutionally
required chain between the fee and property ownership.

The Supreme Court further noted that the district's services "are not directed at any
particular parcel or set of parcels in the same manner as, for example, water delivery or
refuse collection services," reinforcing that Article Xlll D's framework is designed for
charges tied to specific identified parcels—a concept structurally incompatible with
wholesale transactions. City of San Buenaventura v. United Water Conservation Dist., 3
Cal.5th 1191 (2017) Indeed, Article XllI D requires that an agency identify each parcel
upon which a proposed fee is to be imposed and provide written notice to the record
owner of each parcel. (Cal. Const., Art. XIII D, § 1.) Compliance with this requirement is
possible in retail service contexts but is structurally impossible in a wholesale
transaction where the charging agency provides water to another agency (not to
individual parcel owners) and has no relationship with the downstream parcels. (See,
also, The Honorable Richard K. Rainey, 80 Ops. Cal. Atty. Gen. 183 (1997).)

Greenpeace Water Association’s challenges to wholesale water rate structures imposed
between local agencies are instead evaluated under California Constitution, Article XIl|
C (Proposition 26), not Article Xl D (Proposition 218). This was confirmed by both the
Supreme Court in City of San Buenaventura v. United Water Conservation Dist., 3
Cal.5th 1191 (2017) and by the Court of Appeal in Newhall County Water Dist. v.
Castaic Lake Water Agency, 243 Cal.App.4th 1430 (2016). Under Proposition 26, the
District must ensure that its charges to Greenpeace Water Association comply with
Proposition 26 (Article XIII C), which requires that government charges be proportional
to the cost of service actually provided directly to the payor.

Greenpeace Water Association purchases 8 miners’ inches of water during the irrigation
season. It pays the same rate as a direct in-District customer for the 8 miners’ inches of
water, thus demonstrating proportionality (also discussed below). District Rule 5.08 (f)
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impose a 15% administrative fee on wholesale purchasers like Greenpeace Water
Association, as follows:

(e) A 15% administrative fee will be charged to mutual water companies or
special districts that applied for service prior to July 2017. This fee will
cover the cost of special handling of these accounts by the District to
ensure that the mutual water company, special district, or other entity is
in compliance with these Regulations. If a mutual water company,
special district, or other entity elects to continue its registration with the
State of California, then this administrative fee will not apply.

Because Greenpeace Water Association is a wholesale, not retail customer, the
Objection’s claims regarding alleged noncompliance with Proposition 218 fail.

(b) Proportionality

While the District’s delivery of water to Greenpeace Water Association is not subject to
Proposition 218, the District out of an abundance of caution will provide a written
response to its Proposition 218 claims related to concerning proportionality. The COS
Study demonstrates proportionality.

Article XllI D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The COS Study prepared by Bartle Wells Associates establishes
proportionality at three levels: the allocation of costs between raw and treated water
service, the derivation of raw water rates, and the derivation of treated water rates.

Raw and Treated Proportional Cost Allocation

Because raw water customers do not benefit from the treated water system, the COS
Study at Chapter 5 and Table 8 allocates each line item of projected expenses and non-
rate revenues between the two systems based on operational data, engineering
analysis, and the District's capital plan. The COS Study then allocates raw water system
costs to treated water customers, reflecting the proportion of raw water flow that is
conveyed into the treated system for delivery to treated customers (Table 9).

Proportional Raw Water Rates

Within the raw water revenue requirement, the COS Study at Table 10 allocates costs
among functional components reflecting the specific drivers of raw water service:
customer-based fixed costs, capacity- and volume-based costs, and purchased water
costs. Each component's revenue requirement is divided by the units most reasonably
related to that function (customers, or miner's inches) to derive the corresponding rate.
Property tax revenue and hydro source of supply funding is applied as an offset only to
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inside District revenue requirements. Seasonal rate differentials reflect certain fixed
costs paid by fewer customers in the winter season. The resulting raw water rates
therefore recover from each customer no more than the proportional cost of service
attributable to that customer's parcel.

Proportional Treated Water Rates

Within the treated water revenue requirement, the COS Study at Table 11 (Treated
Water Functional Allocation) allocates costs among two functional components
corresponding to the cost drivers of treated water service: (i) Capacity, reflecting fixed
costs related to the capacity of the treated water system that must be maintained to
deliver water on demand to each customer; and (ii) Volumetric, reflecting costs that vary
with the volume of water consumed. Property tax revenue and hydro source of supply
funding is applied as an offset only to inside District revenue requirements.

The capacity component is recovered through fixed monthly service charges that vary
by meter size, with each meter assigned a Meter Equivalent Unit ratio proportional to its
maximum safe flow capacity relative to a 5/8-inch meter. This ensures that each
customer's fixed charge corresponds to the share of system capacity the District must
maintain to serve that parcel.

The District’s proposed transition from a two-tier volumetric treated water rate structure
to a uniform volumetric rate structure is supported by the proportionality requirements of
Article XlIl D, section 6 of the California Constitution and is based upon the cost-of-
service analysis set forth in the District’'s COS Study. A review of the current operations
of the water system did not indicate that there are proportionally higher costs associated
with use in the higher tier. Under the uniform rate structure, all customers within the
same class of service pay the same volumetric charge for each unit of treated water
consumed. This approach aligns with the functional cost allocation methodology
employed in the COS Study and, consistent with the principles set forth in Capistrano
Taxpayers Association v. City of San Juan Capistrano (2015) 235 Cal.App.4th 1493,
ensures that the volumetric rate charged to each customer corresponds to the
proportional cost of providing service to that customer.

Proportionality Summary

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.
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Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form related to claims
under Proposition 218 and state that “[I]Jate-filed, noncompliant, or incomplete written
objections will not be considered as satisfying the exhaustion of administrative remedies
requirement”. The District finds and determines that its water delivery to Greenpeace
Water Association is not subject to Proposition 218 and, thus, its Objection does not
comply with the District’s substantive requirements for properly filing a written objection.
Consequently, Greenpeace Water Association is prohibited from bringing a judicial
action or proceeding alleging noncompliance with Article Xl D of the California
Constitution for new, increased, or extended fees under Government Code section
53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
Greenpeace Water Association Objection.

31.Harper Objection

Procedural Requirements

The Harper Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

The Harper Objections do not comply with the District’s substantive requirements for
properly submitting a written objection, including that “(1) Each part of this form must be
filled out completely” and “(3) generalized objections are insufficient. To satisfy this
exhaustion of administrative remedies requirement, objecting parties must present the
exact issue(s) that they intend to pursue in a judicial action or proceeding.” While the
Harper Objection cites Proposition 218, Business & Professions Code section 17200 et
seq., and “price gouging”, it does not contain any argument, factual basis, or other
rationale for describing how the proposed rates violate these provisions of law. Rather,
the Harper Objection simply says the proposed rate change is “unnecessary”. The
Harper Objections do not advance legal arguments for why the proposed rate change
should not proceed.
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Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Harper Objections do not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Harper is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article Xl D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XlIlI D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Harper Objections.

32.Kolb Objection

Procedural Requirements

The Kolb Objection was timely received prior to the District’'s May 11, 2026, deadline to
exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

(a) Kolb is Not a District Customer, Receives Water Service that is Not Subject to
Proposition 218, and Does not Have Standing to Challenge the District’s
Proposed Rate Change

Kolb is a member of Greenpeace Water Association, who also submitted an objection.
(See section 30, above, and incorporated herein.) The Greenpeace Water Association
Obijection lists Kolb and the Kolb property as one of its members and the Kolb Objection
states “My property has invested in private water infrastructure that reduces demand on
the District’s system and supports service to approximately ten parcels....”

As stated in the District’s response to the Greenpeace Water Association Objection, the
District does not have any customer, landowner, or other legally enforceable relationship
with any of Greenpeace’s members, including Kolb. The District delivers wholesale
water to Greenpeace Water Association, who then delivers it through its own privately
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owned water distribution network to Kolb and other members. The District does not
know any of the terms of the financial relationship between Kolb and Greenpeace Water
Association, including for example, the charges that Greenpeace may impose on Kolb
for retail water service.

Proposition 218 only applies to fees or charges imposed upon a parcel or person as an
incident of property ownership. Where, as here, a third party like Greenpeace Water
Association purchase water for its members for subsequent distribution to retail
customers, such as Kolb, it acts in the capacity as a water distributor, not in its capacity
as a property owner.

The California Supreme Court in Richmond v. Shasta Community Services Dist., 32
Cal.4th 409 (2004) established the critical threshold test: a water service fee is subject
to Article XIII D "if, but only if, it is imposed 'upon a person as an incident of property
ownership." The Court explained that the reason water service qualifies as a property-
related service is that water is indispensable to most uses of real property, water is
delivered through pipes physically connected to the property, and a water provider may,
by recording a certificate, obtain a lien on the property for delinquent service charges.
Crucially, the Court held that not all water service charges are automatically subject to
Article XlII D; the fee must still be imposed as an incident of property ownership to fall
within the constitutional mandate.

The California Supreme Court directly addressed the question of whether charges
imposed on an another entity that purchases and redistributes water can constitute
property-related fees under Proposition 218 in City of San Buenaventura v. United
Water Conservation Dist., 3 Cal.5th 1191 (2017). The City of Ventura pumped
groundwater from a conservation district's basin and paid charges to fund the district's
conservation activities; the City then delivered that water to its residential customers.
The Court held that the groundwater charges were not charges for a "property-related
service" subject to Article XllI D. The Court articulated the governing principle: "A fee is
charged for a 'property-related service,' and is thus subject to article XIII D, if it is
imposed on a property owner, in his or her capacity as a property owner, to pay for the
costs of providing a service to a parcel of property."

The Court reasoned that when the district charged the City, it was not providing a
service to the City in its capacity as a property owner, "but in the City's capacity as an
extractor of groundwater from stores that are managed for the benefit of the

public." Furthermore, the Court specifically noted the significance of the wholesale
intermediary role: "while some well operators extract water for use on their own
property, others, such as the City, extract water for sale and distribution

elsewhere." This is the essential distinction. A retail property owner who receives water
service uses that water for the property—giving rise to a direct relationship to property
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ownership. A wholesale purchaser, by contrast, acquires water not for use on its own
property but for redistribution to end-use customers, breaking the constitutionally
required chain between the fee and property ownership.

The Supreme Court further noted that the district's services "are not directed at any
particular parcel or set of parcels in the same manner as, for example, water delivery or
refuse collection services," reinforcing that Article Xlll D's framework is designed for
charges tied to specific identified parcels—a concept structurally incompatible with
wholesale transactions. City of San Buenaventura v. United Water Conservation Dist., 3
Cal.5th 1191 (2017) Indeed, Article XllI D requires that an agency identify each parcel
upon which a proposed fee is to be imposed and provide written notice to the record
owner of each parcel. CA CONST Art. 13D, § 1. Compliance with this requirement is
possible in retail service contexts but is structurally impossible in a wholesale
transaction where the charging agency provides water to another agency (not to
individual parcel owners) and has no relationship with the downstream parcels. (See,
also, The Honorable Richard K. Rainey, 80 Ops. Cal. Atty. Gen. 183 (1997).)

Greenpeace Water Association’s challenges to wholesale water rate structures imposed
between local agencies are instead evaluated under California Constitution, Article XIl|
C (Proposition 26), not Article Xl D (Proposition 218). This was confirmed by both the
Supreme Court in City of San Buenaventura v. United Water Conservation Dist., 3
Cal.5th 1191 (2017) and by the Court of Appeal in Newhall County Water Dist. v.
Castaic Lake Water Agency, 243 Cal.App.4th 1430 (2016). Under Proposition 26, the
District must ensure that its charges to Greenpeace Water Association comply with
Proposition 26 (Article XIII C), which requires that government charges be proportional
to the cost of service actually provided directly to the payor.

Importantly, Greenpeace Water Association, as the District’'s wholesale customer, has
these potential Proposition 26 claims against the District. A member of Greenpeace
Water Association, such as Kolb, does not have individual standing to pursue either
Proposition 218 or Proposition 26 claims against the District. The District does not
“impose” a charge on Kolb. (Cal. Const. Art. XIlI C, § 1, subd. (e)(1)-(7). If Kolb takes
issue with rates imposed by Greenpeace Water Association, then Kolb’s legal recourse
is against Greenpeace Water Association as Kolb’s water provider. Kolb does not have
standing to pursue claims against the District.

Because Kolb is a customer of Greenpeace Water Association, a wholesale purchaser
from the District, the Kolb Objection’s claims regarding alleged noncompliance with
Proposition 218 fail.

(a) Proportionality
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While Kolb in relation to the District is not subject to Proposition 218 or Proposition 26,
the District out of an abundance of caution will provide a written response to the Kolb
Objection’s Proposition 218 claims related to concerning proportionality. The COS
Study demonstrates proportionality.

Article XIlI D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The COS Study prepared by Bartle Wells Associates establishes
proportionality at three levels: the allocation of costs between raw and treated water
service, the derivation of raw water rates, and the derivation of treated water rates.

Raw and Treated Proportional Cost Allocation

Because raw water customers do not benefit from the treated water system, the COS
Study at Chapter 5 and Table 8 allocates each line item of projected expenses and non-
rate revenues between the two systems based on operational data, engineering
analysis, and the District's capital plan. The COS Study then allocates raw water system
costs to treated water customers, reflecting the proportion of raw water flow that is
conveyed into the treated system for delivery to treated customers (Table 9).

Proportional Raw Water Rates

Within the raw water revenue requirement, the COS Study at Table 10 allocates costs
among functional components reflecting the specific drivers of raw water service:
customer-based fixed costs, capacity- and volume-based costs, and purchased water
costs. Each component's revenue requirement is divided by the units most reasonably
related to that function (customers, or miner's inches) to derive the corresponding rate.
Property tax revenue and hydro source of supply funding is applied as an offset only to
inside District revenue requirements. Seasonal rate differentials reflect certain fixed
costs paid by fewer customers in the winter season. The resulting raw water rates
therefore recover from each customer no more than the proportional cost of service
attributable to that customer's parcel.

Proportional Treated Water Rates

Within the treated water revenue requirement, the COS Study at Table 11 (Treated
Water Functional Allocation) allocates costs among two functional components
corresponding to the cost drivers of treated water service: (i) Capacity, reflecting fixed
costs related to the capacity of the treated water system that must be maintained to
deliver water on demand to each customer; and (ii) Volumetric, reflecting costs that vary
with the volume of water consumed. Property tax revenue and hydro source of supply
funding is applied as an offset only to inside District revenue requirements.
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The capacity component is recovered through fixed monthly service charges that vary
by meter size, with each meter assigned a Meter Equivalent Unit ratio proportional to its
maximum safe flow capacity relative to a 5/8-inch meter. This ensures that each
customer's fixed charge corresponds to the share of system capacity the District must
maintain to serve that parcel.

The District’s proposed transition from a two-tier volumetric treated water rate structure
to a uniform volumetric rate structure is supported by the proportionality requirements of
Article XllI D, section 6 of the California Constitution and is based upon the cost-of-
service analysis set forth in the District’'s COS Study. A review of the current operations
of the water system did not indicate that there are proportionally higher costs associated
with use in the higher tier. Under the uniform rate structure, all customers within the
same class of service pay the same volumetric charge for each unit of treated water
consumed. This approach aligns with the functional cost allocation methodology
employed in the COS Study and, consistent with the principles set forth in Capistrano
Taxpayers Association v. City of San Juan Capistrano (2015) 235 Cal.App.4th 1493,
ensures that the volumetric rate charged to each customer corresponds to the
proportional cost of providing service to that customer.

Proportionality Summary

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form related to claims
under Proposition 218 and state that “[l]Jate-filed, noncompliant, or incomplete written
objections will not be considered as satisfying the exhaustion of administrative remedies
requirement”. The District finds and determines that its water delivery to Greenpeace
Water Association who then provides water service to Kolb is not subject to Proposition
218 and, thus, the Kolb Objection does not comply with the District’s substantive
requirements for properly filing a written objection. Consequently, Kolb is prohibited
from bringing a judicial action or proceeding alleging noncompliance with Article XIII D
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of the California Constitution for new, increased, or extended fees under Government
Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Kolb Objection.

33.Kraywinkel Objection

Procedural Requirements

The Kraywinkel Objection was timely received prior to the District’'s May 11, 2026,
deadline to exhaust administrative remedies and utilized the District’s Proposition 218
written objection form.

Substantive Requirements

The Kraywinkel Objection does not comply with the District’s substantive requirements
for properly submitting a written objection. The District’'s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.” The Kraywinkel Objection fails to meet
these substantive requirements. For example, section 1 does not cite to any provision
of law that would form the basis of the Kraywinkel Objection. Rather, it expresses policy
rationale for why the proposed rate increase should not be adopted.

The Kraywinkel Objection form was modified such that it does not contain question 2 or
any response to question 2: “Describe, with reference to your property and usage of
water services, how the proposed rates violate the provisions of law you cited above.”
Thus, the District was not afforded opportunity to receive legal complaints and analysis
about its proposed rate change as required to exhaust administrative remedies.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[l]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
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the exhaustion of administrative remedies requirement”. The District finds and
determines that the Kraywinkel Objection does not comply with the District’s substantive
requirements for properly filing a written objection. Consequently, Kraywinkel is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article Xl D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XlII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Kraywinkel Objection.

34.Luchaco Objection

Procedural Requirements

The Luchaco Objection was timely received prior to the District's May 11, 2026,
deadline to exhaust administrative remedies and utilized the District’'s Proposition 218
written objection form.

Substantive Requirements

The Luchaco Objection alleges that the proposed rates violate Proposition 218’s
proportionality requirement. The District's COS Study demonstrates proportionality.

Article XlII D, section 6(b)(3) of the California Constitution requires that the amount of a
property-related fee or charge imposed upon a parcel "shall not exceed the proportional
cost of the service attributable to the parcel." The District's proposed rates satisfy this
requirement. The COS Study prepared by Bartle Wells Associates establishes
proportionality at three levels: the allocation of costs between raw and treated water
service, the derivation of raw water rates, and the derivation of treated water rates.

Raw and Treated Proportional Cost Allocation

Because raw water customers do not benefit from the treated water system, the COS
Study at Chapter 5 and Table 8 allocates each line item of projected expenses and non-
rate revenues between the two systems based on operational data, engineering
analysis, and the District's capital plan. The COS Study then allocates raw water system
costs to treated water customers, reflecting the proportion of raw water flow that is
conveyed into the treated system for delivery to treated customers (Table 9).

Proportional Treated Water Rates
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Within the treated water revenue requirement, the COS Study at Table 11 (Treated
Water Functional Allocation) allocates costs among two functional components
corresponding to the cost drivers of treated water service: (i) Capacity, reflecting fixed
costs related to the capacity of the treated water system that must be maintained to
deliver water on demand to each customer; and (ii) Volumetric, reflecting costs that vary
with the volume of water consumed. Property tax revenues and revenues from the sale
of hydroelectric power are applied as an offset to the Inside District revenue
requirements, allowing Inside District Rates to recover less than the full cost of service.

The capacity component is recovered through fixed monthly service charges that vary
by meter size, with each meter assigned a Meter Equivalent Unit ratio proportional to its
maximum safe flow capacity relative to a 5/8-inch meter. This ensures that each
customer's fixed charge corresponds to the share of system capacity the District must
maintain to serve that parcel.

The District’s proposed transition from a two-tier volumetric treated water rate structure
to a uniform volumetric rate structure is supported by the proportionality requirements of
Article Xlll D, section 6 of the California Constitution and is based upon the cost-of-
service analysis set forth in the District’'s COS Study. A review of the current operations
of the water system did not indicate that there are proportionally higher costs associated
with use in the higher tier. Under the uniform rate structure, all customers within the
same class of service pay the same volumetric charge for each unit of treated water
consumed. This approach aligns with the functional cost allocation methodology
employed in the COS Study and, consistent with the principles set forth in Capistrano
Taxpayers Association v. City of San Juan Capistrano (2015) 235 Cal.App.4th 1493,
ensures that the volumetric rate charged to each customer corresponds to the
proportional cost of providing service to that customer.

Proportionality Summary

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.

Other Comments Addressed

None.

Conclusion and Reservation of Rights
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Regarding the Luchaco Objection, in exercising its legislative discretion, the District
determines pursuant to subdivision (d)(4) of Government Code section 53759.1 to
proceed with the protest hearing required under section 6 of Article XIII D of the
California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
Luchaco Objection.

35.McNeill Objection

Procedural Requirements

The McNeill Objection was timely received prior to the District’'s May 11, 2026, deadline
to exhaust administrative remedies and utilized the District’s Proposition 218 written
objection form.

Substantive Requirements

(a) Government Code section 53759.1

The McNeill Objection alleges that the District’s requirement that written objections be
submitted only on the District’s written objection form “are not requirements of Gov.
Code § 53759.1.” This is not accurate.

Subdivision (c) of section 53759.1 authorizes the exhaustion of administrative remedies
requirement only if the local agency (here the District) complies with subdivisions (c)(1)
through (c)(7). As relevant, subdivision (c)(6) states:

(6) Includes in the written notice, sent pursuant to subdivision (c) of
Section 4 or paragraph (1) of subdivision (a) of Section 6 of Article XIII D
of the California Constitution, a prominently displayed statement that
contains the following information:

(A) That all written objections must be submitted within the written
objection period set by the local agency pursuant to paragraph (4) and
that a failure to timely object in writing bars any right to challenge that fee
or assessment through a legal proceeding.

(B) All substantive and procedural requirements for submitting an
objection to the proposed fee or assessment.

(Underlining added.)

The District’s Notice provides the substantive and procedural requirements for
submitting an objection. The Notice states:

How to Submit a Written Objection to Proposed Rates
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Pursuant to Government Code section 53759.1, any person or entity that
may wish to challenge any new, increased, or extended rates adopted,
modified, or amended by Nevada Irrigation District pursuant to this Notice
must first exhaust administrative remedies. All substantive and procedural
requirements for submitting a written objection are set forth in this Notice
and the written objection form.

To exhaust administrative remedies, you must do the following:

1. Obtain a written objection form and complete all portions of the form.
Oral objections will not be considered. Written objection forms are
available at https://www.nidwater.com/nid-water-rateadjustments and
will be mailed to any interested party upon request by contacting the
District at (530) 273-6185 and

2. Submit the completed written objection in a timely manner, no later
than 5:00 p.m. on May 11, 2026, to 1036 West Main Street, Grass
Valley, CA 95945 or by hand delivery during normal business hours at
the same address. Mailed objection forms must be received (not
postmarked) by 5:00 p.m. on May 11, 2026. Failure to object in writing
in a timely manner bars any right to challenge the rates through a legal
proceeding. Late-filed, non-compliant, or incomplete written objections
will not be considered as satisfying the exhaustion of administrative
remedies requirement.

Prior to the public hearing on May 27, 2026, the District’s Board of
Directors will review written objections and determine whether (1)
amendments or clarifications are necessary; (2) to reduce the proposed
new rates; (3) to review further prior to making a determination; or (4) to
proceed with the public hearing. Pursuant to Government Code section
53759.1, subdivision (c)(2), the District has posted at nidwater.com/nid-
waterrate-adjustments the written basis for the rates, including a copy of
the 2026 Cost of Service Study. Additionally, the written basis will be
mailed to any person upon request by contacting the District at (530) 273-
6185.

(March 25, 2026, Notice.)

Government Code section 53759.1 requires the District to include in its Notice “All
substantive and procedural requirements for submitting an objection to the proposed fee
or assessment.” The District’'s Notice prominently provides the District’s substantive
and procedural requirements, including that written objections be submitted utilizing the
District’s written objection form and providing structure and assistance in the form of
instructions on how to provide the District the detailed information necessary for a party
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to exhaust administrative remedies prior to initiating suit against the District. Among
other requirements, the District’'s Form states “FAILURE TO TIMELY SUBMIT A
WRITTEN OBJECTION USING THIS FORM WILL PROHIBIT YOU FROM BRINGING
A JUDICIAL ACTION OR PROCEEDING ALLEGING NONCOMPLIANCE WITH
ARTICLE XllI D OF THE CALIFORNIA CONSTITUTION FOR THESE PROPOSED
WATER RATE CHANGES'”

The District’s written objection form assists the District’s Board of Directors, in
exercising its legislative discretion, to determine as required by section 53759.1(d):

(1) Whether the written objections and the agency's response warrant clarifications to
the proposed fee or assessment; (2) Whether to reduce the proposed fee or
assessment; (3) Whether to further review before making a determination on whether
clarification or reduction is needed; and/or (4) Whether to proceed with the protest
hearing or ballot tabulation hearing required under Section 4 or 6 of Article XllI D of the
California Constitution.

In addition, the written objection form helps parties interested in objecting understand
what information must be included in protests. Nor is the objection form restrictive in
terms of what legal argument may be presented, as the forty (40) page MacNeil
Objection itself demonstrates. Rather, the form provides a usable format and guidelines
for presenting legal argument for District consideration.

(b) Constitutionality of Government Code sections 53759.1 and 53759.2

The McNeill Objection asserts that Government Code section 53759.1 and 53759.2 are
unconstitutional because “these statutes attempt to modify rather than implement Prop
218.” (Emphasis in original.)

Article Il, section 10(c) of the California Constitution, provides that the Legislature may
amend an initiative statute only by another statute that becomes effective upon voter
approval, "unless the initiative statute permits amendment or repeal without the electors'
approval" (CA CONST Art. 2, § 10.) In People v. Kelly, 47 Cal.4th 1008 (2010), the
California Supreme Court held that the Legislature is "powerless to act on its own to
amend an initiative statute" absent voter approval or explicit authorization within the
initiative.

However, Proposition 218 itself is a constitutional amendment — it added Articles Xl C
and XIII D to the California Constitution — not merely an initiative statute. The
Legislature's authority to enact implementing statutes for a constitutional amendment is
broader than its authority to amend an initiative statute. The 1997 Proposition 218
Omnibus Implementation Act (Gov. Code §§ 53750 et seq.) was itself a post-enactment
legislative action that courts have treated as valid implementing legislation. (Beutz v.
County of Riverside, 184 Cal.App.4th 1516 (2010); Barratt American, Inc. v. City of San
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Diego, 117 Cal.App.4th 809 (2004).) Because sections 53759.1 and 53759.2 do not
amend the constitutional text of Articles XIII C or XIII D themselves, but rather add new
procedural implementing requirements, the Article Il, section 10(c) amendment limitation
is not applicable. The Legislature may fill procedural gaps in constitutional
implementation statutes without voter approval, provided it does not contradict the
constitutional mandate, as is the case here.

The McNeill Objection raises due process concerns, stating he would “have no
opportunity to respond to staff responses, submit testimony or evidence, or question
witness|es]....” Section 53759.1 incorporates notice protections designed to satisfy due
process: the agency must include a "prominently displayed statement" in the
constitutional notice, warning ratepayers that failure to timely object will bar any right to
challenge the fee through a legal proceeding, and must set forth all substantive and
procedural requirements for submitting an objection. These built-in notice requirements
address some due process concerns about waiving legal rights through inaction.
Moreover, as quoted above, the District prominently included instructions and
requirements in its Notice, satisfying any due process requirements.

The statutes promote judicial economy, encourages agencies like the District to build
thorough records, and reduces or avoids litigation. Courts regularly review agency
actions on the basis of an administrative records in analogous administrative law
contexts, such as the California Environmental Quality Act. The statutes preserve
exceptions for standing, affirmative defenses, completeness of the record, and
explaining record evidence.

The McNeill Objection confuses due process procedures in a quasi-legislative or
legislative process, with those in an adjudicatory or quasi-adjudicatory process. The
District’s proposed water rate increase will be generally applicable to all District water
users if it is adopted by the Board of Directors. “Generally speaking, a legislative action
is the formulation of a rule to be applied to all future cases, while an adjudicatory act
involves the actual application of such a rule to a specific set of existing facts.’
[citations.]” (Dominey v. Dept. of Personnel Administration (1988) 205 Cal.App.3d 729,
736-737, citing Strumsky v. San Diego County Employees Retirement Assn. (1974) 11
Cal.3d 28, 35, fn. 2; Horn v. County of Ventura (1979) 24 Cal.3d 605.) In a quasi-
legislative or legislative process, there is no right to call or cross-examine witnesses.
(Western Oil & Gas Ass'n v. Air Resources Board, (1984) 37 Cal.3d 502, 528; Bi-
Metallic Inv. Co. v. State Bd. of Equalization (1915) 239 U.S. 441.) A Proposition 218
hearing allows protestants to be heard, but it does not extend to calling or cross-
examining witnesses. And the McNeill Objection itself — which contains forty (40) pages
of materials — demonstrates that protestants may submit evidence through the protest
procedure. The protest procedure does not violate due process.
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The McNeill Objection also states that Government Code sections 53759.1 and 52759.2
are inconsistent with Government Code section 53759.1 Government Code section
53759 subdivision (c) states, “This section does not apply to any fee or charge for water
or sewer service for which another statute establishes a specific time and procedure for
bringing a judicial action or proceeding to attack, review, set aside, void or annul a fee
or charge of that type.” Even assuming, arguendo, that Government Code section
53759 conflicts with sections 53759.1 and 52759.2, section 53759(c) makes clear that
sections 53759.1 and 52759.2 are controlling. The McNeill Objection’s assertion that
these provisions are in “direct conflict with the existing litigation procedure” set forth in
section 53759 is without merit.

Moreover, there the statutory scheme does not conflict. While the McNeill Objection
argues that a challenge under section 53759 is an in rem action pursuant to the
validation authorities of Code of Civil Procedure section 860, standing and exhaustion of
administrative remedy requirements apply in validation proceedings notwithstanding
such actions are in rem. Statutory exhaustion requirements, such as those in sections
53759.1 and 53759.2, are consistent with section 53769 and the validation authorities of
Code of Civil Procedure section 860 et seq. There is no conflict between Government
Code section 53579, and sections 53759.1 and 53759.2.

(c) Claim Regarding Fraud and the Lake Wildwood Treatment Plant Upgrade

The McNeill Objection claims that the District's COS Study is “tainted by fraud” because
the District, in exercising its discretion concerning operations and maintenance of its
water system, elected to defer approximately $27 million in projected new capital
expense to a future potential rate increase.

Civil Code section 1710 establishes four categories of actional deceit, none of which are
at issue or even alleged to be at issue by the McNeill Objection. It appears the McNeill
Objection chose to just use the word “fraud” without having any factual or legal basis
underpinning its use. While the District’s conduct is per se not fraudulent (see
discussion below), California’s Government Claims Act provides absolute tort immunity
for misrepresentation under Government Code section 818.8.

To avoid large swings in projected future rate increases, the District, as is customary
amongst water providers, utilized a ten-year capital improvement cost projection. The
COS Study at Table 4 (Capital Improvement Cost (Future $)) shows forecasted capital
improvement projects over a ten-year period, from 2026 through 2035. The “Lake
Wildwood System” is listed as having relatively minor annual capital costs from 2026

1 The Objections refer to Government Code section 537759, which is presumably a typographical error
that is intended to reference Government Code section 53759.
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through 2030, with large projected increases of approximately $13.6 million in both 2032
and 2034.

The District is only proposing a 5-year schedule of potential rate changes. The large
projected Lake Wildwood Treatment Plant expenses in 2032 and 2033 are beyond the
proposed 5-year rate schedule. Those large projected future expenses are not included
in or otherwise driving the revenue requirements to satisfy the District’s cost of service
needs during the 5-year rate schedule. The large future projected capital expenses in
2032 and 2033 were purposely delayed beyond the proposed 5-year rate schedule to
avoid a more significant increase in water rates as part of this rate setting process.
Instead, the District for this 5-year rate setting process is proposing minimal capital
expenditures for Lake Wildwood Treatment Plant to keep it functioning until the larger
capital project, funded by a separate future rate setting process under Proposition 218,
OCCurs.

(d) Uniform Rate Methodology

The McNeill Objection contends that “The uniform price NID charges is promoted as
‘fair because every parcel owner pays the same rate.” Instead, the McNeill Objection
advocates for adjustment in rates based on “zones in the district.”

Zonal pricing is a practice some (not all) public agencies utilize in adopting a rate
structure under Proposition 218. The concept works in public agencies with disbursed
service areas, or different sources of water. For example, a large city may charge
varying water rates for different zones based on source of supply (treated surface water
versus groundwater), or to account for the city’s varying electric costs for pumping water
to different elevations.

In contrast, the District and many other public agencies utilize a “postage stamp” rate
where the price for water is uniform throughout the District regardless of the specific
location of water use. While the McNeill Objection is correct that the District explored a
zonal pricing structure in 2020, that analysis was never adopted or implemented by the
District. Rather, the postage stamp rate structure has always been used by the District
and applies well under its circumstances. Thus, under this approach, the price for rice
water is the same regardless of whether the landowner is located at the top of a water
distribution system or at the end of that system.

The District was formed in 1921 with a water service territory generally limited to
Nevada County. In 1926, portions of Placer County were added to the District’s service
area. As part of these formation actions, the District acquired valuable water rights, an
existing water distribution system (canals, laterals, weirs, gates, etc.), and other assets.
The District largely formed as a unit, with each acre of land within the jurisdictional
boundaries of the District benefiting from its formation and acquisition of assets. Since
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the 1920s, the District has operated in an integrated and interrelated manner for the
equal benefit of all landowners and customers. For example, the District’s water rights
and properties are held in trust for the benefit of all District customers. (Water Code §
22437 [“The title to all property acquired by a district is held in trust for its uses and
purposes. The district may hold, use, acquire, manage, sell, or lease the property as
provided in this division.”].) The District’'s water supply forms a common pool of water
that is equitably distributed to all customers regardless of geographic location. (See
Water Code §§ 22250 et seq.) The District’'s development of the Yuba-Bear
Hydroelectric Project in the 1960s was secured through the future revenues of all
District customers and today the revenue from hydroelectric generation benefits all
customers.

The postage stamp rate, as historically utilized and as proposed in the current
Proposition 218 process, more closely aligns with the formation of the District, its
integrated operations, and its acquisition of assets benefitting all parcels within the
District’s jurisdictional boundaries. Moreover, to maintain and preserve the District’s
assets, including its valuable water rights, the California Constitution requires that water
be put to “beneficial use to the fullest extent of which they are capable, and that the
waste and unreasonable use or unreasonable method of use of water be prevented,
and that the conservation of such waters is to be exercised with a view to the
reasonable and beneficial use thereof in the interest of the people and for the public
welfare.” (Cal. Const., Art. X, § 2.) The entire District service area, not just the small
area used to serve the parcels identified in the McNeill Objection, must be maintained to
ensure reasonable beneficial use of water. Otherwise, the District risks jeopardizing its
water rights.

Proposition 218 does not require the District to use zonal pricing. The law requires that
water rates be reasonably related to the cost of providing service, but it does not require
utilities to create separate geographic rate zones unless there are clear and measurable
differences in the cost of serving those areas.

The District’s water system operates as an integrated system with shared water
supplies, treatment facilities, pipelines, staffing, maintenance operations, and capital
infrastructure. Most of the District’s costs are incurred on a system-wide basis to provide
reliable service to all customers, rather than being tied to specific neighborhoods or
geographic zones. Many utility costs are fixed and cannot reasonably be assigned to
individual zones with precision. For that reason, California law allows agencies to use
reasonable system-wide rate methodologies when supported by a professional cost-of-
service study.

The District's COS Study evaluated how costs are incurred throughout the system and
concluded that uniform system-wide rates appropriately reflect the shared nature of the

71

227



District’s operations and infrastructure. Based on the District’s analysis, the proposed
rates comply with Proposition 218 because they are based on the proportional cost of
providing water service across the integrated utility system.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Regarding the McNeill Objection, in exercising its legislative discretion, the District
determines pursuant to subdivision (d)(1) of Government Code section 53759.1 that
clarifications set forth in this response are warranted. These clarifications add to the
analyses, including the COS Study, the District relied upon in proposing the water rate
changes under Proposition 218. These clarifications do not warrant any changes to the
actual water rate increases proposed by the District. Additionally, pursuant to
subdivision (d)(4) of Government Code section 53759.1 the District elects to proceed
with the protest hearing required under section 6 of Article XIII D of the California
Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the McNeill Objection.

36.Wahler Enterprises Objection

Procedural Requirements

The Wahler Enterprises Objection was timely received prior to the District’s May 11,
2026, deadline to exhaust administrative remedies and utilized the District’s Proposition
218 written objection form.

Substantive Requirements

The Wahler Enterprises Objection does not comply with the District’s substantive
requirements for properly submitting a written objection. The District’s Notice stated to
‘exhaust administrative remedies, you must do the following: (1) obtain a written
objection form and complete all portions of the form....” Additionally, the District’s
written objection form states that “(1) Each part of this form must be filled out
completely” and “(3) generalized objections are insufficient. To satisfy this exhaustion of
administrative remedies requirement, objecting parties must present the exact issue(s)
that they intend to pursue in a judicial action or proceeding.” The Wahler Enterprises
Obijection fails to meet these substantive requirements. For example, section 1 does
not cite to any provision of law that would form the basis of the Wahler Enterprises
Objection. Rather, it expresses policy rationale for why the proposed rate increase
should not be adopted.
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The Wahler Enterprises Objection form was modified such that it does not contain
question 2 or any response to question 2: “Describe, with reference to your property and
usage of water services, how the proposed rates violate the provisions of law you cited
above.” Thus, the District was not afforded opportunity to receive legal complaints and
analysis about its proposed rate change as required to exhaust administrative remedies.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Wahler Enterprises Objection does not comply with the District’s
substantive requirements for properly filing a written objection. Consequently, Wahler
Enterprises is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Wahler Enterprises Objection.

37.Brown Objection

Procedural Requirements

The District received an “Objection to Rate Increase”. The Brown Objection was
received prior to the District's May 11, 2026, deadline for written objections. However,
the Brown Objection did not use the District’s written objection form.

Substantive Requirements

The Brown Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”
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The Brown Objection did not use the District’s written objection form. Nor does the
Brown correspondence articulate with specificity any legal arguments for why the
District’s proposed rate change violates the law. It only states the “proposed rates may
violate Proposition 218”. The Brown Objection does not advance legal argument for
why the proposed rate change should not proceed.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Brown Objection does not comply with the District’s procedural and
substantive requirements for properly filing a written objection. Consequently, Brown is
prohibited from bringing a judicial action or proceeding alleging noncompliance with
Article Xl D of the California Constitution for new, increased, or extended fees under
Government Code section 53759.1, subdivision (b).

The District notes, however, that the Brown Objection may have been intended as a
written protest, despite using the term “Objection”. Following several requests of the
District’s Board of Directors, the Brown Objection states “| request that this protest be
counted toward the Proposition 218 majority protest requirement.” The District will
consider the Brown Objection as a written protest to the proposed rates to be
considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Brown Objection.

38.Ecosystem Investment Partners Objection

Procedural Requirements

The Ecosystem Investment Partners Objection was emailed to several District email
addresses at 4:55 p.m. on May 11, 2026; the mailed copy of the objection was received
by the District on May 13, 2026. The District’s Notice requires that protest forms be
submitted in mail or hand delivery (not email) by the May 11, 2026 deadline:

Submit the completed written objection in a timely manner, no later than
5:00 p.m. on May 11, 2026, to 1036 West Main Street, Grass Valley, CA
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95945 or by hand delivery during normal business hours at the same
address. Mailed objection forms must be received (not postmarked) by
5:00 p.m. on May 11, 2026. Failure to object in writing in a timely manner
bars any right to challenge the rates through a legal proceeding. Late-filed,
non-compliant, or incomplete written objections will not be considered as
satisfying the exhaustion of administrative remedies requirement.

The District finds that the Ecosystem Investment Partners Objection was untimely as it
was received by mail after the District’'s deadline.

Substantive Requirements

The District’s written objection form states that “Generalized objections are insufficient”
and “objecting parties must present the exact issue(s) that they intend to pursue in a
judicial action or proceeding.” The District’s written objection form, question 2, requires
objecting parties to “Describe, with reference to your property and usage of water
services, how the proposed rates violate the provisions of law you cited above.” The
Ecosystem Investment Partners Objection does not answer the question or provide any
legal reasoning for why the proposed rates are alleged to be unlawful. Rather, it
describes the landowner’s property and conservation values and contains policy
rationale, not legal argument, for how the proposed rate change will “hinder the property
owner’s preservation activities.”

The claim is made that “capital improvements provide general system reliability and
public safety benefits, funding them through targeted ratepayer charges may also
implicate the prohibition on fees for general government services.” However, the
argument is not advanced and there is no legal citation or legal reasoning for the District
to consider.

Similarly, the Objection states “if the rate increases exceed the actual cost of providing
water service or are structured to recover costs unrelated to current serv [sic.].” The
argument is not advanced and there is no legal citation or legal reasoning for the District
to consider.

(a) Proportionality

The Ecosystem Investment Partners Objection asserts that dam spillway repairs should
be allocated through a “uniform service-based fee” because “high-volume users like EIP
and Ellis Cattle Co. are being required to bear a disproportionate share of costs.”

The rates charged to the District's customers are proportional to the cost of service
provided to each customer. The COS Study demonstrates that the revenue requirement
for each of the District’s customer classes is proportional to the cost to serve each
class. The raw water and treated water rate structures for each class collect the
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proportional costs that do not vary with water use in the fixed charge and the costs that
do vary with use in the volumetric charge. This structure ensures that the rate revenue
collected from each customer is proportional to the cost of serving that customer.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Ecosystem Investment Partners Objection does not comply with the
District’s procedural and substantive requirements for properly filing a written objection.
Consequently, Ecosystem Investment Partners is prohibited from bringing a judicial
action or proceeding alleging noncompliance with Article XllI D of the California
Constitution for new, increased, or extended fees under Government Code section
53759.1, subdivision (b).

The District will consider the Ecosystem Investment Partners Objection as a written
protest to the proposed rates to be considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Ecosystem Investment Partners Objection.

39.Robinson Objection

Procedural Requirements

The Robinson Obijection utilizes the District’s written objection form. However, it was
received by the District on May 14, 2026, after the District’'s May 11, 2026, deadline for
receipt of written objections.

Substantive Requirements

The Robinson Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
generalized objections are insufficient. To satisfy this exhaustion of administrative
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remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

Robinson did not complete sections 2 and 3 of the District’s written objection form. In
addition, for question 1, the Robinson Objection advances policy, not legal arguments,
for why the proposed rate increase should not proceed.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Robinson Objection does not comply with the District’s procedural
and substantive requirements for properly filing a written objection. Consequently,
Robinson is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

The District will consider the Robinson Objection as a written protest to the proposed
rates to be considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article XIII D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Robinson Obijection.

40.Valentine Objection

Procedural Requirements

The Valentine Objection utilizes the District’s written objection form. However, it was
received by the District on May 18, 2026, after the District’'s May 11, 2026, deadline for
receipt of written objections.

Substantive Requirements

The Valentine Objection does not comply with the District’s substantive requirements for
properly submitting a written objection. The District’s Notice stated to “exhaust
administrative remedies, you must do the following: (1) obtain a written objection form
and complete all portions of the form....” Additionally, the District’s written objection
form states that “(1) Each part of this form must be filled out completely” and “(3)
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generalized objections are insufficient. To satisfy this exhaustion of administrative
remedies requirement, objecting parties must present the exact issue(s) that they intend
to pursue in a judicial action or proceeding.”

The Valentine Objection did not cite to, or make any legal argument, for why the
proposed rate increase should not proceed. The Valentine Objection advances policy,
not legal arguments, for why the proposed rate increase should not proceed.

Other Comments Addressed

None.

Conclusion and Reservation of Rights

Both the District’s Proposition 218 Notice and its written objection form state that “[I]ate-
filed, noncompliant, or incomplete written objections will not be considered as satisfying
the exhaustion of administrative remedies requirement”. The District finds and
determines that the Valentine Objection does not comply with the District’s procedural
and substantive requirements for properly filing a written objection. Consequently,
Valentine is prohibited from bringing a judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b).

The District will consider the Valentine Objection as a written protest to the proposed
rates to be considered at the protest hearing.

In exercising its legislative discretion, the District determines pursuant to subdivision
(d)(4) of Government Code section 53759.1 to proceed with the protest hearing required
under section 6 of Article Xl D of the California Constitution.

The District reserves all rights, claims, and defenses in the event of litigation concerning
the Valentine Objection.

41.All Other Objections

The District’s written objection deadline was the close of business on May 11, 2026. If
the District receives objections after this deadline that are not already addressed herein,
the District deems them untimely and will not be considered as satisfying the exhaustion
of administrative remedies requirement.

Similarly, if the District receives amendments to any written objection after its May 11,
2026, deadline, the amended objections will be considered untimely and will not be
considered as satisfying the exhaustion of administrative remedies requirement.
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Oral objections, including those that may be communicated at the District’'s May 27,
2026, protest hearing, will not be considered as satisfying the exhaustion of
administrative remedies requirement.

Any person submitting a late-filed objection, a late-amended objection, or an oral
objection is prohibited from bringing judicial action or proceeding alleging
noncompliance with Article XIII D of the California Constitution for new, increased, or
extended fees under Government Code section 53759.1, subdivision (b). The District
reserves all rights, claims and defenses in the event of litigation concerning any such
objections.
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