
San Gorgonio Pass Water Agency 
 
 
DATE: August 9, 2021  
 
TO: Board of Directors 
 
FROM: Lance Eckhart, General Manager 
 
BY: Tom Todd, Jr., Chief Financial Officer  
 
SUBJECT:  SETTING TAX RATE FOR FY 2021-22 – RESOLUTION 2021-13 
   
RECOMMENDATION  
 
The Board approve Resolution 2021-13, setting the tax rate for FY 2021-22. 
 
 
PREVIOUS CONSIDERATION 
 

• Finance & Engineering Workshop – July 16, 2021: The Board reviewed and discussed 
the proposed Debt Service Fund budget. 

• Board of Directors – July 26, 2021: The Board reviewed and discussed the proposed 
Debt Service Fund budget. 
 

BACKGROUND  
 
Each fiscal year, the Board must set the tax rate.  The Board reviews the Debt Service 
Budget and then decides on a rate that will provide sufficient income to meet the Agency 
obligations for the State Water Project and related expenses.  Then the rate must be 
communicated to the County of Riverside Office of the Auditor-Controller.  This must be 
communicated by August 9, 2021, to comply with State requirements. 
 
ANALYSIS 
 
The Board has adopted the Debt Service Budget for FY 2021-22 on July 26, 2021.  The 
budget included a proposed tax rate, which is set at such an amount that enough revenue 
will be generated to meet the expense requirements of the State Water Project and 
related expenses. 

 
FISCAL IMPACT   
 
The recently adopted Debt Service Budget proposes $25,632,403 in expenditures.  
Information from HdL Associates and the newly acquired Raftelis financial model, 
combined with the Agency’s historical data, suggests an increased assessed valuation of 
about 10%.  If the tax rate is maintained at $0.175 per $100 of assessed value, the Agency 
could expect about $22 million in tax revenue.   
  



 
 

   
 

 
 
In addition to tax revenue, the Debt Service Budget income also includes bond cover 
refunds, planning costs towards Sites Reservoir from Beaumont-Cherry Valley Water 
District, and interest.  The total Debt Service revenue for the 2021-22 fiscal year is 
expected to be just over $26 million.  The leftover amount will be added to reserves, which 
will be needed to pay for the significantly increased East Branch Extension bond 
payments in 2026, 2027, 2028, and 2029. 
 
ACTION 
 
The Board approve Resolution 2021-13, setting the tax rate for FY 2021-22. 
 
ATTACHMENTS 
 
Resolution 2021-13 



RESOLUTION NO. 2021-13 
 
 

RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN GORGONIO 
PASS WATER AGENCY DETERMINING THE AMOUNT OF MONEY NEEDED 
TO MAKE ANNUAL PAYMENTS FOR THE INTEREST AND PRINCIPAL ON 
GENERAL OBLIGATION BONDS AND FOR OTHER INDEBTEDNESS 
APPROVED BY THE VOTERS PRIOR TO JULY 1, 1978, AND/OR FOR 
WHICH A TAX LEVY IS REQUIRED UNDER ARTICLE 1, SECTION 10 OF THE 
UNITED STATES CONSTITUTION AND MAKING A TAX LEVY THEREOF. 
 
WHEREAS, the Attorney General of the State of California has ruled in his 
 opinion No. CV 78/90 that property taxes levied by local water districts 

necessary to provide for payments to the state under the state water supply 
contract fall within Section 1 (b) of Article XIIIA of the California 
Constitution; now therefore, 

 
BE IT RESOLVED by the Board of Directors of the San Gorgonio Pass Water 

Agency, as follows: 
 
 1.  That said Board of Directors has determined that the amount of money 

needed to make annual payments during the fiscal year beginning July 1, 
2021, and ending June 30, 2022, for the interest and principal on general 
obligation bonds and other indebtedness approved by the voters prior to 
July 1, 1978, and/or required by Article 1, Section 10 of the United States 
Constitution is $25,632,403 for payments on the Contract between the 
State of California Department of Water Resources and San Gorgonio 
Pass Water Agency for a water supply dated November 16, 1962, and 
hereby fixes the rate of tax which will raise the amount of money required 
by said Agency at the following amounts per hundred dollars of assessed 
valuation of taxable property within said Agency: 

 
                            $   0.1750 State Water Contract 
 
 2.  That the Board of Directors of the San Gorgonio Pass Water Agency 

does hereby certify the rate so fixed, and as herein before set forth, to the 
Board of Supervisors of the County of Riverside, State of California, and to 
the County Auditor of said County. 

 
 3.  That pursuant to California Water Code - Appendix Section 101-27 the 

determination of the amount necessary to be raised by taxation for such 
purpose during the fiscal year and the order fixing the rate of tax made 
herein shall constitute a valid assessment of the property within the Agency 
and a valid levy of the taxes so fixed.  Said levy is permitted by California 
Revenue and Taxation Code Section 93 and/or required by Article 1, 
Section 10 of the United States Constitution. 

 
 4.  That a certified copy of this resolution be transmitted to the County 

Auditor of said County, and that when so transmitted, said certified copy 
shall constitute the certification required in Section 101-27 of the California 
Water Code - Appendix. 
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 5.  That funds received by the San Gorgonio Pass Water Agency pursuant 
to the aforesaid tax levy shall be placed in a separate fund identified for 
such indebtedness set forth above and shall be disbursed only for lawful 
payments on such indebtedness. 

 
Said Resolution was adopted by roll call vote as follows: 
 
 AYES:  
 NOES:  
 ABSTAIN:  
 ABSENT:  
 
I certify that the foregoing is a true and correct copy of Resolution No. 2021-13, 
adopted by the Board of Directors of the San Gorgonio Pass Water Agency at its 
regular meeting held on July 26, 2021. 
 
 
 
____________________________________ 
Stephen J. Lehtonen, President of the Board 
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RESOLUTION  NO.  2021-13 
 

STATE OF CALIFORNIA   ) 
           ) 
COUNTY OF RIVERSIDE  ) 
 
I, Lance E. Eckhart, the duly elected and acting Secretary of the Board of 
Directors of the San Gorgonio Pass Water Agency, hereby certify the foregoing 
to be a full and correct copy of Resolution No. 2021-13 adopted by the Board of 
Directors on July 26, 2021, at a duly held meeting at which a quorum was 
present.   
 
I, Lance E. Eckhart, also hereby certify that a copy of this Resolution No. 2021-
13 has been forwarded to the County Auditor/Controller’s office for recording as 
of the date stated below and to the officer whose signature appears below. 
 
 
 
__________________________________ DATE:_________________ 
Lance E. Eckhart 
Secretary to the Board 
 
 
 
 Received by Fendy Kao via Email  DATE: _________________ 
 Officer – Supervising Accountant of 
 the Riverside Property Tax Division 
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General Fund
Adopted June 21, 2021

Administrative Overhead

Engineering/Science

Local Projects (e.g. Backbone Pipeline)

External Projects (e.g. Water Bank)

Water Purchases

Transport Cost

Non-Project Water

Power/Wheeling



Debt Service
Adopted July 26, 2021

Bond Payments

EBX 1 & 2

SWP Administrative Overhead

Project Water & Exchange Fixed Costs

SWP Projects & Repairs

Delta Tunnel

Sites Reservoir… maybe

“Any SWP-Related Costs”



2020 Focused 
on 

Developing 
Financial 

Tools

• HDL Income Forecast

• Raftelis Model

• Reallocation of County Taxes

• PFM Asset Management

• Administrative Support for Staff



All Models are Wrong….
Some Models are Useful…

Models are designed as a hedge 
against uncertainty

“Since all models are wrong, the 
scientist must be alert to what is 
importantly wrong. It is inappropriate 
to be concerned about mice when 
there are tigers abroad.”

– George Box, statistician.



MEDIAN SALE PRICE HISTORY FOR SFRs

2006 to 2020 Q1 2018 to Q2 2021





Known Knowns
vs.

Unknown Unknowns

“… as we know, there are known 
knowns; there are things we know 
we know. We also know there are 
known unknowns; that is to say we 
know there are some things we do 
not know. But there are also 
unknown unknowns—the ones we 
don’t know we don’t know.”

Donald Rumsfeld – U.S. Defense Secretary to DoD;  
February 12, 2002



Rumsfeld Matrix

Known knowns (aware & understand)
• This years taxes
• 2020-21 Budget
• Reserve Minimums
• Balloon Payments
• Rough DCP/Sites Costs
• HDL Tax Estimates 5 Years Maximum

Known Unknowns (aware & don’t fully understand)
• Aging Infrastructure
• Increasing SWP costs
• Precise DCP/Sites Costs
• Long Term Transfer Costs (other people’s Table A)

Unknown knowns (aren’t aware & understand)
• Subsidence
• Delta Outage (e.g. earthquake in Delta)
• Climate Change and Effects on Supply
• SWP Cost Compression (Statement of Charges)

Unknown Unknowns (aren’t aware & don’t understand)
• Recession
• Force Majeure
• Major Disaster

• Earthquake

• Delta Levee Failure

• Other?



State Water Contractors Debrief Slide 10 July 14, 2021
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Rumsfeld Matrix

Known knowns (aware & understand)
• This years taxes
• 2020-21 Budget
• Reserve Minimums
• Balloon Payments
• Rough DCP/Sites Costs
• HDL Tax Estimates 5 Years Maximum

Known Unknowns (aware & don’t fully understand)
• Aging Infrastructure
• Increasing SWP costs
• Precise DCP/Sites Costs
• Long Term Transfer Costs (other people’s Table A)

Unknown knowns (aren’t aware & understand)
• Subsidence
• Delta Outage (e.g. earthquake in Delta)
• Climate Change and Effects on Supply
• SWP Cost Compression (Statement of Charges)

Unknown Unknowns (aren’t aware & don’t understand)
• Recession
• Force Majeure
• Major Disaster

• Earthquake

• Delta Levee Failure

• Other?
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Current Rate @ $0.175/$100 Assessed Value



Current Rate @ $0.16/$100 Assessed Value



Current Rate @ $0.175/$100 Assessed Value with Table A Transfers



Current Rate @ $0.16/$100 Assessed Value with Table A Transfers



Assessed Value x  rate  =  tax payment per year.
$100

Example:
Median House Value during first two quarters of 2021 in Pass area:  ~$400,000

Tax rate:  17.50 cents
$400,000 x 17.50 cents = $700 annually

$100
Tax rate:  17.25 cents
$400,000 x 17.25 cents = $690 annually

$100
Tax rate:  17.00 cents
$400,000 x 17.00 cents = $680 annually

$100

Formula:

Δ $10



Rates and Perspective
$0.175 vs. $0.1725

The difference from the current 
rate amounts to less than $1.00 
per month.  You would be able to 
buy one tall (12 oz.) cup of freshly 
brewed coffee at Starbucks 
($1.95) every other month.

The difference in median home 
values from Q1 2018 to Q2 2021 
was $104,000.  This is a net worth 
increase of ~$2,700 per month. 
You would be able to buy ~1,400 
tall (12 oz.) cups of freshly brewed 
coffee at Starbucks ($1.95) every 
month.



Staff Recommendation
Board approve Resolution 2021-13, 
maintaining the present tax rate for 

Fiscal Year 2021-22 
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