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Now We Can Move Forward
The big story of 2010 was the

success of the rate re-establishment
effort, which has put PVWMA back
on a financial basis that allows us to
move forward in addressing this
area’s chronic water problems.

Given two separate opportunities,
our water users overwhelmingly
supported a structure of rate
increases to replace those voided by
an earlier court order. (See story next
page.) The positive effect of these
votes can not be overstated.

For the past few years this agency
has been in survival mode — cutting
staff, depleting reserves by issuing
refunds, and simply trying to keep
going. Despite these financial
hardships, we took pride in being
able to complete some projects begun
earlier, including the Coastal
Distribution System and the
Recycled Water Facility, all the while
preserving the grants, in excess of
$40 million, that kept the cost of
these projects within reason.

The year closed with the agency
and the community working on
solutions. Already a diverse and
representative committee has been
formed to review our Basin
Management Plan and to seek
additional ways of dealing with the
Pajaro Valley’s water issues. (See
story page 5) We are optimistic that
not only will we find answers, but
that a broad base of community
support will turn those answers into
realities.

In fact, community support and
involvement has been the other big
story of 2010. One of the critical
reasons for the success of the rate re-
establishment effort was the degree
of public input and support that went
into it. An Ad Hoc Funding
Committee spent more than a year
coming up with a proposal that was
broadly accepted. And many of the
leaders of the agricultural
community, our biggest water users,
worked hard to ensure approval of
the new rates.

We are appreciative of the
community support and
involvement, and look forward to
drawing on it as we move ahead with
the next stage of planning for our
future water needs.

Mary Bannister, General Manager
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GETTING THE MOST FROM OUR WATER: The new Recycled Water Facility
(lower left) at the City of Watsonville's treatment site allows used city water to
be recycled for agricultural use.



In 2010 water users in the Valley
approved rate increases in accordance
with Proposition 218, the state law
governing such charges. The
overwhelming approval, following a
two-year process with extensive
public involvement, puts the agency
on a sound financial footing and
keeps management of the water basin
under local control.

A rate increase approved in 2003
was ruled invalid by the courts in
2006, and PVWMA was ordered to
refund more than $11 million
deemed to have been overcollected
through that rate increase. By
reducing staff and drawing heavily on
reserves, the agency has been able to
pay the money back in installments
and should complete the refund
process by summer of 2011.

The ruling left the agency severely
hobbled in its attempts to carry out
its mission of managing the
groundwater basin and developing
supplemental and delivered water
service. “It was clear that we would
need another rate increase for the
agency to keep going, and our Board
of Directors recognized that gaining
community buy-in was the key,” said
General Manager Mary Bannister.

In order to comply with Prop. 218
requirements, PVWMA worked with
legal, financial and engineering
experts to develop a rate structure
that would pass legal muster and earn
community support.

This involved identification of
revenue requirements, allocation of
the cost of service to water user
categories (based upon service
attributable to those categories), and
the development of rates and charges.

Numerous public meetings were
held along the way to give residents
and water users a chance to address
the complex issues involved in

developing a legal and equitable rate
structure. One of the outcomes of the
long and inclusive public process was
that most of the large water users in
the basin bought into the final rate
increase and used their influence and
contacts to lobby for its approval.

Finally in 2010, PVWMA had
developed a rate structure (see table)
that was ready to be submitted to
water users for approval. The agency
decided to spare no effort on the
question of public accountability by
giving users not one, but two chances
to weigh in on the new rates.

Prop. 218 requires that at minimum
such a rate increase should be
submitted to owners of wells and
rate-payers, including tenants, who
each have the opportunity to submit a
protest. If a majority protests the
increase, it is defeated. A notice of
protest was sent in the spring of 2010,
and after a 45-day period to allow
time for a response, only 15 percent
of well owners and rate-payers or
tenants protested the increase.

Despite some views that this protest
vote alone would have been
sufficient, the agency then subjected
the rate increase to an up-or-down
vote by mail-in ballots. As permitted
by law, the ballots were weighted
according to water use, based on a
five-year average of usage on metered
wells. This weighted voting resulted
in each vote being proportional to the
financial obligation of the affected

parcel, based on a parcel’s five-year
estimated augmentation charge
amount.

When the mail-in ballots were
counted in August, the rate increase
was approved by a solid majority of
74 percent. Lawsuits were filed
challenging the election process, but
implementation of the increase went
forward, becoming effective in the
last quarter of 2010. A notice of the
rate increase was sent to all users with
their fall bills, and the increased rates
were reflected on bills sent at the end
of the year.

“Because of all the extra steps we
took, we feel the rate increase will
stand,” Bannister said. “And because
of the extensive public process
leading to its approval, most of the
water users in the area are now
committed to making PVWMA work
and to maintaining local control of
our groundwater basin.”

On Solid Financial Ground
Users Approve Rate Hike for Local Water Management

BALLOT COUNT: Mail-in ballots, counted
in August 2010, showed 74 percent support
for PVWMA's new water rates.

Service Rate Class           
                                                           Cost of Service Rate

                                                                                                        (Unit Cost Per Acre Foot)

Augmentation Charges:                                                                             

Metered Wells – Outside Delivered Water Zone                             $162

Metered Wells – Inside Delivered Water Zone                                $195

Unmetered Wells (Rural Residential)                                                 
$156

                                                                                            (or $92 annually per residence)

Delivered Water Charge                                                                        $306



Working Toward Solutions
Broad-Based Committee to Evaluate Water Options

Once a new rate structure received
public approval in August 2010,
PVWMA was finally in a position to
move forward, for the first time in
years, on developing an updated
plan for managing Pajaro Valley’s
water resources.

Two community-initiated groups
had already formed in the aftermath
of the rate election: the
Com munity Dialogue
Group, spearheaded by
execu tives from Driscoll
Strawberries and a land
owners’ group, led by
grower Ed Kelly. Begin -
ning with those two
groups, PVWMA
created a new, broad-
based committee to
revisit the Basin
Manage ment Plan, last
approved in 2002, and to come up
with a fresh set of recom menda tions
reflecting today’s realities. Board
member Dave Cavanaugh is chairing
the group, which began meeting at
the end of 2010 and will most likely
take two years or more to come up
with its report.

“Aside from the agency and its
consultants, it’s important to keep
the control of water in the hands of
those who use it,” Cavanaugh said.
“But at the same time we work
toward solutions, we didn’t want to
develop a plan without a broad
community consensus. This
committee, and the process it’s
committed to, will allow us to
interact with as wide a swath of the
community as possible and make
sure everybody has input.”

Cavanaugh said that at the end of
2010 the committee was still adding
members to ensure a diverse and
representative group and had a
blueprint for moving forward that

was something like the syllabus for a
college course. 

“We’ll start with basic education,
learning the big picture and the facts
about the water situation,” he said.
“Then we’ll start looking at each
project under consideration. When
we’ve outlined the alternatives and
their costs — but not the funding

mechanisms — the staff
and consultants will
come in to provide the
details and help get us
to a solution.”

Included in the 2002
plan were three
pipeline projects to
import water from the
Central Valley Project.
Those are off the table
owing to widespread
opposition in the past.

Some aspects of the 2002 plan, such
as the Recycled Water facility off
Beach Road and the Coastal
Distribution System, have been
constructed.

Other plans under consideration
could involve using recycled water
or more water from Harkins and
Watsonville sloughs; College Lake
and Pinto Lake diversion projects; a
recharge basin percolating excess
water flow from the Pajaro River at
Murphy Crossing, desalination, and
another storage reservoir for Pajaro
River runoff. All those plans had
issues, including high costs, that
needed to be addressed when they
were studied in 2002, and would
have to be reviewed in light of
current conditions and realities.

One area where Cavanaugh felt
there might be a chance for making
an impact is conservation, and he
said the large agricultural presence
on the committee might help create
positive results.

“Back in ’02, conservation was
identified as something that could
cut water use by 5 percent,” he said.
“But if farmers look at the question,
there are things that might make
sense to them that wouldn’t to
engineers and hydrologists. Through
fallowing and other conservation
efforts, we might be able to get the
savings up to 20 percent.

“It may be, too, though it’s too
early to say, that this could be a part
of the plan that farmers could pull
off on their own, without going
through environmental impact
reports and the permit process.”

Cavanaugh, who owns a nursery
in the Pajaro Valley foothills, sees
the development of a new Basin
Management Plan as a critical part
of the effort to preserve the valley’s
agricultural heritage.

“This area is perfect for agriculture
because of the climate, the soil, the
water, being close to major
distribution points, and having a
skilled farm labor force,” he said.
“Multiple generations and ethnicities
have lived the American dream
through farming in this valley. I
think that’s something worth
preserving, and we can’t do it
without water.”
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Projects

The Recycled Water Facility
which treats water generated by the
City of Watsonville and distributes it
for agricultural use — completed its
first full year of operation in 2010. It
contributed 1,597 acre feet to the 2,680
acre feet of water (about 870 million
gallons) that was delivered from
PVWMA projects to ranches in the
coastal areas of Santa Cruz and north
Monterey counties.

Pumping Restrictions
No pumping restrictions have been
imposed since the Agency’s formation
in 1984.

Grants

Harkins Slough Feasibility
Under a $227,154 grant PVWMA
be gan implementation of the Harkins
Slough Re-Operation Feasibility
Study, which involved drilling three
new monitoring wells, equipping
them with measuring instruments,
and collecting water samples. The
study is expected to help determine
what happens to percolated water and
to address the feasibility of installing
additional recovery wells to retrieve
the water for agricultural use.

Pajaro River Watershed
With its regional partners (San
Benito County and Santa Clara
Valley water districts) the watershed
was recom mended for a $996,170
grant from the state Department of
Water Resources.  This grant pro vides
for an Integrated Regional Water
Manage ment Plan update. This
includes, among other things, updat -
ing the Pajaro River water shed plan,
doing salt and nutrient manage ment
plans for each basin, and doing a
study of College Lake.

Hydrologic Study
A hydrologic study, done jointly be-
tween PVWMA and the U.S. Geologic
Survey to better understand our water
situation, moved forward in 2010. A
hydrologic model for the area was
completed, and the Agency’s Technical
Advisory Committee reached consen-
sus that the model was “impressive,
defensible, and the best effort possi-
ble.” By the end of 2010, a draft report
had been written and put out for re-
view, and work had begun on base-
case scenario simulations.

Rate Re-establishment/
Future Funding
A rate re-establishment plan to put the
Agency on a sound financial footing
was overwhelmingly approved. (See
story earlier in this report.)

Lawsuits
• The rate re-establishment approved

by water users in the summer of
2010 was challenged by two lawsuits
filed within a few weeks of the vote
count. Both suits are still pending,
but the increase was implemented
with bills sent at the end of the year.

• A lawsuit filed by the Pajaro/Sunny
Mesa Community Services District
in North Monterey County, challeng-
ing an earlier augmentation charge,
was settled out of court in May.

• PVWMA Director John Eiskamp filed
suit against the agency in the sum-
mer seeking a refund on the earlier
augmentation charge that had been
voided by the courts. The suit was
active and undecided at year’s end.

Augmentation Charge Refunds
PVWMA paid $3,254,231 in court-
ordered refunds from Agency reserves
in 2010. At the end of the year it was
expected that the payment of two
more rounds of refunds, in winter
and summer of 2011, would complete
the refund process.

Activities and Highlights /
Basin Management — 2010



Summary of Basin Conditions

Rainfall and Streamflow
The basin’s groundwater supply is dependent

on rainfall and streamflow infiltration. Compar-
isons of rainfall and groundwater levels show a
clear relationship to both single-year and multi-
ple-year rainfall patterns. Direct recharge of the
Aromas aquifer occurs from percolating rainfall.
Indirect recharge occurs from infiltration from
beneath local streambeds. Rainfall across the
larger (1,200 square mile) Pajaro River watershed
also impacts the basin since significant recharge
occurs along the Pajaro River corridor within the
Pajaro Valley, especially within the reach span-
ning from Chittenden Gap to Murphy Crossing. 

Rainfall directly impacts two local surface
water supplies. The City of Watsonville has Pre-
1914 water rights to divert water from Corralitos
Creek and Browns Valley Creek. The City diverts
and treats an average of 1,000 AFY but has rights
for up to 2,400 acre-feet* per year (AFY). The
second project is the Agency’s Harkins Slough
Project. The Agency is permitted to divert up to
2000 AFY of water from the slough, which is
then filtered, pumped to a recharge basin, and
stored underground until it is extracted (recov-
ered) for distribution to customers for agricul-
tural irrigation or remains as a source of water
recharging the underlying aquifer.  

Rainfall intensity directly impacts both the
City’s diversions and the Harkins Slough Project
since neither project can divert water immedi-
ately following large storms due to the high tur-
bidity in the runoff, which prevents adequate
filtration.

*an acre-foot = 325,850 gallons of water.

Measured precipitation in the 2010 water year was above average for the first
time since the 2006 water year.  Precipitation measured at the Watsonville
Water Works exceeded the long-term average of 21.8 inches by 26%.

Pajaro River streamflow was slightly below average during the 2010 water
year.  Measured by the USGS at Chittenden Gap, streamflow was 78% of the
recorded long-term average.

The Pajaro Valley groundwater
basin remains in significant over -
draft with continuing seawater
intrusion and groundwater storage
depletion. Seawater intrusion
continues to replace fresh ground -
water near the coast causing a loss of
effective (fresh groundwater)
storage. Groundwater elevations at
the coast remain below sea level all
year. Currently, nearly half of the
groundwater within the basin is

below sea-level for the entire year
and nearly two-thirds of the basin is
below sea level during the fall.
There fore, further intrusion is
expected until groundwater levels
near the coast are restored. These
conditions are occurring despite a
long-term trend of higher than
average rainfall. The decline in
groundwater in storage at inland
locations makes the basin vulnerable
to the next drought cycle and to

further advancement of the seawater
intrusion front. Hydrological studies
indicate pronounced movement of
seawater interface during droughts.
Declining groundwater quality
continues to be a significant issue for
chlorides, nitrates, TDS and possibly
boron. Streams within the basin’s
groundwater recharge area
commonly exceed drinking water
standards for these compounds
during the summer and fall.
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Groundwater Levels

The map above shows groundwater levels in fall of 2010.  Groundwater levels are meas-
ured in PVWMA monitoring wells, and the elevation of groundwater relative to sea
level is shown. The lines in red represent groundwater levels that are below sea level.
The darkest blue contour line represents the groundwater level at sea level, and the lighter
blue lines are above sea level. In the fall of 2010, approximately 35,600 acres west of the
San Andreas Fault or roughly 50% of the Pajaro Valley basin had groundwater levels at
or below sea level.

Agency staff tracks groundwater
levels in wells throughout the basin.
During a typical year, groundwater
levels are the highest in the spring
due to a combination of rain/stream
percolation and reduced agricultural
irrigation. Groundwater pumping
increases throughout the summer
and into the fall causing water levels
to be at their lowest in late fall. 

Groundwater levels below sea level
due to overdraft conditions within
the groundwater basin create a land-
ward gradient allowing seawater to
intrude into the freshwater aquifer.
Inland water levels equal to sea level
are not sufficient to prevent intru-
sion because seawater is denser than
groundwater and can still migrate

inland even if water levels are equal.
Long-term rates of seawater intru-
sion average about 200 feet per year. 

The amount of fresh groundwater
in storage has declined over the
long-term. During the last 50 years,
inland water levels have fallen sig-
nificantly in some locations despite
slightly higher than average rainfall
over that same period. Inland water
levels in much of the valley are only
10-20 feet above sea-level. Analysis
of water level data shows that the
basin remains vulnerable to the next
drought cycle. An analysis of a 5-
year drought (1987 to 1992) shows
that the water levels fell significantly
and did not fully recover. 

Explanation

Groundwater Contours (ft)
San Andreas Fault Trace

Above Sea Level

Above Sea Level - Inferred

Sea Level

Sea Level - Inferred

Below Sea Level - Inferred

Below Sea Level

Pajaro BasinPajaro Basin
Composite Groundwater MapComposite Groundwater Map

Fall 2010Fall 2010

Pajaro Basin
Composite Groundwater Map

Fall 2010



Operations / Water Deliveries
In 2010, more than 2,600 AF of ir-

rigation water was delivered to cus-
tomers receiving water from the
Coastal Distribution System (see
graph), and of that, 61% was newly
created, recycled water. The total
volume of delivered water in 2010

represents nearly a 10% increase
over 2009, during which time 2,400
AF was delivered.

The Harkins Slough Project (HSP)
operated from January into May, di-
verting water from the slough to the
Agency’s recharge basin, and storing

it underground. Approximately 900
AF of water was diverted to the
recharge basin. HSP recovery wells
extracted about 160 AF of that water
for agricultural irrigation, and the
rest was left to recharge the aquifer. 
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USING WINTER RUNOFF: The Harkins Slough Recharge Basin off San Andreas Road collects winter runoff from Wat-
sonville's sloughs and diverts it to this pond, where the water can percolate into and refresh the underground water supply.



Audited Financial Information Fiscal Year 2009 - 2010

      
 

Augmentation
Charges

25.4%

Management Fees 2.3%

Interest & Other Income .3%

Delivered Water 4.2%

Grants 67.9%

Loans 0.0%

    
 

Administration 8.6%

Basin Management
20.5%Debt Service

70.9%

Construction of Projects 0.0%

In this fiscal year, revenue from
water deliveries was up 46 percent,
owing to the completion of the
Recycled Water Facility and Coastal
Distribution System. The large

surplus shown is due to a
bookkeeping formality: a grant
check of more than $3.6 million
arrived July 2, 2010 but was
considered by auditors to have been

“technically available” at the end of
the 09-10 fiscal year. Augmentation
charges shown reflect rates in force
before the summer 2010 election.

Revenue Sources Dollars %

Augmentation Charges $4,036,519 25.4%

Management Fees $364,226 2.3%

Interest & Other Income $41,432 0.3%

Delivered Water $659,844 4.2%

Grants $10,790,698 67.8%

Loans $0 0.0%

Totals $15,892,719 100.0%

2009 - 2010 Revenues and Grants: $15,892,719

Expenditures Dollars %

Construction of Projects $0 0%

Basin Management $2,574,401 20.5%

Debt Service $8,921,392 70.9%

Administration $1,082,272 8.6%

Totals $12,578,065 100.0%

2009 - 2010 Expenditures: $12,578,065



2010 - 2011 Projected Budget

Agency 
Administative 

Budget 
9% Facility 

Operations 
Budget 

19% 

Basin 
Management 

Planning 
7% 

Debt Service 
37% 

Over-Collected 
Fee Refunds 

27% 

Capital Projects 
1% 

    
 Anticipated Revenues

General Funds $368,000

Special Funds $12,250,240

TOTAL $12,618,240

Anticipated Expenditures
Agency Administration Budget $1,020,457

Office Administration $684,124

Board Support $95,639

Public Education & Outreach $14,216

Grant Administration $226,478

Facility Operations Budget $2,198,042

Harkins Slough Facility $221,748

Coastal Distribution System $656,853

Supplemental Water (in-Basin) $77,804

Recycled Water Facility $1,034,037

Metering Program $207,600

Basin Management Planning $871,874

Basin Modeling $101,711

Basin Monitoring $133,907

In-Basin Management Planning $237,540

Regional Water
Management Planning $47,310

Out-of-Basin Funding $79,964

In-Basin Funding $271,442

Over-Collected Fee Refunds $3,254,231

Debt Service $4,367,238

Anticipated Expenditures Summary
Agency Admin Budget $1,020,457

Facility Operations Budget $2,198,042

Basin Management Planning $871,874

Debt Service $4,367,238

Over-Collected Fee Refunds $3,254,231

Capital Projects $128,700

TOTAL $11,840,542
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The 2010-2011 projected budget
is in balance, largely owing to
increased water rates approved by

the voters, increased delivery of
water, and receipt of additional
grant funds. Final payment of

refunds is expected to be made in
the summer of 2011, terminating
that obligation for the agency.



Mary Bannister, General Manager
Mark Harvey,

Administrative Services Manager
Nancy Trevino, Financial Analyst
Rocio Guerrerro,

Customer Service Representative
Veronica Barboza,

Administrative Analyst
Brian Lockwood, Staff Hydrologist

Jesus “Chuy” Martinez, Sr.
Water System Operator

Shinehah Shibata,
Water System Operator

Leonard Villanueva,
Meter Program Coordinator

Casey Meusel,
Water Resources Technician

David Parra, Maintenance Technician

The agency was established by state charter through a special local election
in 1984. Its boundaries are based on the groundwater basin as defined by the State
Department of Water Resources. The total area is about 110 square miles, or
about 70,000 acres.

About PVWMA

Elected
Division A: Warren Koenig*
Division B: John Eiskamp
Division C: Dennis Osmer
Division D: Mike Dobler, Treasurer

Appointed
Monterey County: Dave Kegebein**

Salvador Vasquez
Santa Cruz County: Dave Cavanaugh
Watsonville: Rosemarie Imazio, Chair
*Chose not to seek re-election
**Resigned part-way through year

Board of Directors

Agency Staff

PVWMA is governed by a seven-member board of directors, who must live within
the agency boundaries and be registered voters. Four directors are directly elected by
voters within their division (see map) for overlapping terms of four years each. The
remaining three directors are separately appointed by Monterey County, Santa Cruz
County and the City of Watsonville. Appointed directors serve two-year terms and
must derive at least 51 percent of their net income from agriculture.

Pajaro ValleyPajaro Valley
Water Management AgencyWater Management Agency

Electoral Division BoundariesElectoral Division Boundaries

Pajaro Valley
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