Agenda Item 3.a

MINUTES OF THE
BOARD OF DIRECTORS
MEETING HELD FEBRUARY 5§, 2026

At approximately 2:00 p.m. on February 5, 2026, at the City of Porterville, Council Chambers,
Vice-Chairman Steve Kisling called to order the meeting of the Board of Directors of the Eastern
Tule Groundwater Sustainability Agency Joint Powers Authority (“ETGSA”). The meeting was
also conducted remotely for members of the public.

Members Present: Eric Borba John Corkins
Steve Kisling Stan Green

Dennis Townsend

Members Absent: Geoff Galloway

Others Present: Aubrey Mauritson Rogelio Caudillo
Tom Harder Don Tucker

PUBLIC COMMENT

Chairman Townsend opened the public comment period. No comment was presented.

CLOSED SESSION

CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED LITIGATION
[Significant Exposure to Litigation Pursuant to Government Code Section 54956.9(d)(2)]
Number of Potential Cases: Three

The Board of Directors, while in closed session pursuant to Government Code Section
54956.9(d)(2), met with General Counsel Aubrey Mauritson regarding three potential items of
anticipated litigation.

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION

(Paragraph (1) of subdivision (d) of Section 54956.9)

Setton Pistachio of Terra Bella, Inc. v. Eastern Tule Groundwater Sustainability Agency
Tulare County Superior Court Case No. VCU320350




The Board of Directors, while in closed session pursuant to Government Code Section
54956.9(d)(1), met with General Counsel Mauritson regarding existing litigation named above.

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION
(Paragraph (1) of subdivision (d) of Section 54956.9)

Friant Water Authority v. Eastern Tule Groundwater Sustainability Agency
Tulare County Superior Court Case No. VCU306343

The Board of Directors, while in closed session pursuant to Government Code Section
54956.9(d)(1), met with General Counsel Mauritson regarding existing litigation named above.

CLOSED SESSION ITEMS

Report Action Taken in Closed Session Required by Government Code 54957.1

General Counsel Mauritson reported the board unanimously approved entering into a Settlement
Agreement with Friant Water Authority substantially similar to that presented to the board in
closed session and authorized the Chairman of the board to sign. A copy of the Agreement will
be available once and if approved by Friant Water Authority.

ANNOUNCEMENTS

General Manager Caudillo had no announcements. Form 700s are due April 1, 2026.

PUBLIC COMMENT

Chairman Townsend opened the public comment period. Jesse Roseman provided comment.

CONSENT CALENDAR

General Manager Caudillo referred the Board to Agenda Items #3a-#3b on the Consent Calendar
portion of the agenda. A copy of the Minutes of the January 8, 2026, Board Meeting is attached
as Agenda Item #3a. A copy of the financial statements is attached as Agenda Item #3b.

Director Corkins moved to approve Item #3a. Director Borba seconded and the board unanimously
approved the motion, with the exception of Director Kisling who recused himself from the vote
due to his abstention.

Director Corkins provided a report on the financials.

Director Corkins moved to approve Item #3b. Director Kisling seconded and the board
unanimously approved the motion.



ADMINISTRATION

Review and Approve Proposed ETGSA Budget for FY2025-2026 Q3 & Q4

Director Corkins provided a report on the revised proposed budget for Q3 and Q4 of the current
fiscal year. Attached hereto and incorporated by reference as Agenda Item #4a is a copy of the
proposed budget.

Director Corkins moved to approve the revised proposed ETGSA Budget for FY2025-2026 Q3
&Q4. Director Green seconded and the board unanimously approved the motion.

Review and Approve Member Agency Call for Q1 Expenses

General Manager Caudillo reported that after discussions with the County of Tulare he
recommended the matter be tabled for a future board agenda item.

Review and Approval of Office Lease Agreement with Rico Property Group

General Manager Caudillo provided a report. Attached hereto and incorporated by reference as
Agenda Item #4c is a copy of the lease.

Director Corkins moved to approve Office Lease Agreement with Rico Property Group as
presented in the agenda packet. Director Green seconded and the board unanimously approved

the motion.

Report from on ETGSA Accounting and Invoicing

Amanda Carlson provided a report on ETGSA accounts and invoicing.

GOVERNMENTAL AND LEGISLATIVE MATTERS

Report on State Advocacy Efforts

No report was provided.

STAKEHOLDER OUTREACH AND COMMUNITY ENGAGEMENT

Report on Ongoing ETGSA Outreach Efforts

General Manager Caudillo provided an update on ongoing outreach efforts and upcoming events.
A copy of his report is attached as Agenda Item #6a and incorporated by reference.

REPORTS FROM COMMITTEES

Receive ETGSA Committees Report

General Manager Caudillo provided a report, a copy of which is attached as Agenda Item #7a.



TULE SUBBASIN AND REGIONAL REPORTS AND ITEMS

Report on Tule Subbasin Coordination and TH&Co Task Items

General Manager Caudillo provided a report, a copy of which is attached as Agenda Item #8a.

PUBLIC EMPLOYMENT

Approval of Employee Salary Adjustment

Chairman Townsend noted the prior board action related to the budget included any adjustments
to salaries. No action was taken.

NEXT MEETING DATE

Next Regular Meeting — Thursday, March 5, 2026, at 2:00 p.m.

The next meeting of the Board of Directors of the ETGSA Joint Powers Authority is currently
scheduled to be held on March 5, 2026, at 2:00 p.m.

ADJOURNMENT

There being no further business before the Board, Chairman Townsend adjourned the meeting.

Respectfully submitted,

Rogelio Caudillo, General Manager



Agenda Item 3.b

4:59 PM Eastern Tule Groundwater Sustainability Agency
03/25/26 Balance Sheet (unaudited)
Accrual Basis As of March 31, 2026
Mar 31, 26
ASSETS
Current Assets
Checking/Savings

1100 - ETGSA Uncommitted Cash

1100.1 - ETGSA Transitional Fees 279,984.27
1100.3 - ETGSA Transitional Fee 9%
1100.4 - ETGSA Special Project Funds 22,467.00
1100.3 - ETGSA Transitional Fee 9% - Other 1,250,285.11
Total 1100.3 - ETGSA Transitional Fee 9% 1,272,752.11
1100 - ETGSA Uncommitted Cash - Other 324,740.08
Total 1100 - ETGSA Uncommitted Cash 1,877,476.46
Total Checking/Savings 1,877,476 .46
Accounts Receivable
1200 - Accounts Receivable
1200.1 - GW Extraction Allowance -25,064.31
1200 - Accounts Receivable - Other 216,697.90
Total 1200 - Accounts Receivable 191,633.69
1201 - Transitional Pumping Receivable
1201.1 - Transitional Pumping Allowance -2,289,286.28
1201 - Transitional Pumping Receivable - Other 9,661,535.86
Total 1201 - Transitional Pumping Receivable 7,372,249.58
Total Accounts Receivable 7,563,883.17
Other Current Assets
1255 - GW Ex Late penalties receivable 65,499.19
1255.01 - GW Ex Late penaities allowance -22,403.64
1275 - Recording Fee Receivable 11,522.77
1300 - Prepaid Insurance 9,301.66
1301 - Prepaid Other 35,882.00
Total Other Current Assets 99,801.98
Total Current Assets 9,541,161.61
Fixed Assets
1350 - Furniture & Equipment 6,116.91
1351 - Accumulated Depreciation -2,344.85
Total Fixed Assets 3,772.06
Other Assets
1500 - ROU Asset 17,593.62
Total Other Assets 17,593.62
TOTAL ASSETS 9,562,527.29
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
2000 - Accounts Payable -149,879.42
Total Accounts Payable -149,879.42
Other Current Liabilities
2000.01 - A/P Adjustment Account 220,307.74
2100 - Accrued Comp Absences 39,404.02
2200 - Employee Benefits Payable 5,745.32
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4:59 PM Eastern Tule Groundwater Sustainability Agency

03/25/26 Balance Sheet (unaudited)
Accrual Basis As of March 31, 2026
Mar 31, 26
2300 - Payable-Friant Water Authority
2300.1 - Payable - FWA Contra -2,083,250.51
2300 - Payable-Friant Water Authority - Other 6,955,511.55
Total 2300 - Payable-Friant Water Authority 4,.872,261.04
2400 - Payroll taxes payable 1,785.20
2700 - ROU Liability - Current 16,744.02
2800 - Wages Payable 21,816.54
Total Other Current Liabilities 5,178,063.88
Total Current Liabilities 5,028,184 .46
Total Liabilities 5,028,184.46
Equity
32000 - Unrestricted Net Assets 3,386,371.94
Net Income ' o 1,147,970.89
Total Equity 4,534,342.83
TOTAL LIABILITIES & EQUITY 9,5662,527.29
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4:56 PM Eastern Tule Groundwater Sustainability Agency

03/25/26 Profit & Loss Budget vs. Actual (unaudited)
Accrual Basis March 2026
Mar 26 Budget $ Over Budget % of Budget
Ordinary Income/Expense
Income
Transitional Fees & Penalties
5805; Transitional Pumping Fee 168,029.31
Transitional Fees & Penalties - Other 939.99
Total Transitional Fees & Penalties 168,969.30
Total Income 168,969.30
Gross Profit 168,969.30
Expense
Professional Services
7043;ET Monitoring 9,921.04
Total Professional Services 9,921.04
Total Expense 9,921.04
Net Ordinary Income 159,048.26
Net Income 159,048.26

Page 1



4:53 PM

03/25/26
Accrual Basis

Eastern Tule Groundwater Sustainability Agency
Profit & Loss Budget vs. Actual (unaudited)

July 2025 through June 2026

Ordinary Income/Expense
Income

Administrative Fees
5531;GSA Transfer Fees
5531;0Outstanding GWE Fees
5531;Penalties on GW Extraction
5531;Recording Fee

Total Administrative Fees

Membership Contributions
5000;Call for Funds Income

Total Membership Contributions

Other Income
5835;Misc. Income
5835;0ther Income

Total Other Income

Transitional Fees & Penalties
5805;Penalties on late payments
5805;Pre-Purchased Transitional
5805; Transitional Pumping Fee

Transitional Fees & Penalties - Other

Total Transitional Fees & Penalties

Total Income
Gross Profit

Expense

Accounting
7043;Audit & Accounting Service
7043;Bank Service Charges

Total Accounting

Capital Expenditures
8300;Capital Office Expense

Total Capital Expenditures

Employee Expenses/Reimburseable
7004;Education Expense
7004;Uniforms & Apparel Expense
7073;Event Registration Expense
7074;GM Travel & Communication
7074;Mileage Reimbursement Expe
7074;Travel & Meal Expense

Total Employee Expenses/Reimburseabie

Insurance
6015;WorkerCompensation Ins.
7010;GL/DO/Property/Auto/Other

Total Insurance

Membership Dues
7027;0ther General Assc. Dues

Total Membership Dues

Monitoring & Coordination
7400;FWA Agreement Payments
7400;Mitigation Emergency Prog
7400;Well Mitigation Expenses
7407;Groundwater Monititor Exp.
7407;TuleSubbasin MOU Expense

Total Monitoring & Coordination

Jul '25 - Jun 26 Budget $ Over Budget % of Budget
599.86 2,981,500.00 -2,980,900.14 0.0%
903.11
14,891.64
160.00
16,554.61 2,981,500.00 -2,964,945.39 0.6%
259,309.44
259,300.44
1,908.14
0
1,962.14
0.00
1,341,032.00
7,436,446.87 20,000,000.00 -12,563,5563.13 37.2%
939.99
8,778,418.86 20,000,000.00 -11,221,581.14 43.9%
9,056,245.06 22,981,500.00 -13,925,254.95 39.4%
9,056,245.05 22,981,500.00 -13,925,254.95 39.4%
5,200.00 20,000.00 -14,800.00 26.0%
52.00 1,000.00 -948.00 5.2%
5,252.00 21,000.00 -15,748.00 25.0%

0.00 10,000.00 -10,000.00 0.0%

0.00 10,000.00 -10,000.00 0.0%

0.00 2,000.00 -2,000.00 0.0%

0.00 1,000.00 -1,000.00 0.0%

0.00 1,000.00 -1,000.00 0.0%

7.938.42 14,500.00 -6,561.58 54.7%
31.18 3,000.00 -2,968.82 1.0%
1,113.86 3,000.00 -1,886.14 37.1%
9,083.46 24,500.00 -15,416.54 37.1%
2,874.80 4,000.00 -1,125.20 71.9%
13,997.13 25,000.00 -11,002.87 56.0%
16,871.93 29,000.00 -12,128.07 58.2%
250.00
250.00
5,484,479.62 18,200,000.00 -12,715,520.38 30.1%
64,425.11 100,000.00 -35,574.89 64.4%

0.00 150,000.00 -150,000.00 0.0%
99,681.26 200,000.00 -100,418.74 49.8%
82,929.17 425,000.00 -342,070.83 19.5%

5,731,415.16 19,075,000.00 -13,343,584.84 30.0%
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4:53 PM Eastern Tule Groundwater Sustainability Agency

03/25/26 Profit & Loss Budget vs. Actual (unaudited)
Accrual Basis July 2025 through June 2026
Jul '25 - Jun 26 Budget $ Over Budget % of Budget

Office, Materials, Qutreach
7005;Landline/Internet Expense 1,657.07 3,500.00 -1,842.93 47.3%
7036;General Software Expense 280.99 1,000.00 -719.01 28.1%
7036;0Office Supplies & Equipmen 2,475.56 3,000.00 -524.44 82.5%
7036;Other Printing, Reproduct. 0.00 1,000.00 -1,000.00 0.0%
7036;Postage & Delivery Expense 1,713.97 10,500.00 -8,786.03 16.3%
7036;Website, Email, & Domain 767.04 2,000.00 -1,232.96 38.4%
7043;Outreach & Meetings Expens 280.22 3,000.00 -2,719.78 9.3%
7059;Publication & Notices 0.00 1,000.00 -1,000.00 0.0%
7061;Printer Rental/Lease 820.08 4,000.00 -3,179.92 20.5%
7062;Property Lease Expense 14,800.00 24,000.00 -9,200.00 61.7%

Total Office, Materials, Outreach 22,794.93 53,000.00 -30,205.07 43.0%

Payroll & Benefits
6001;Salaries & Wages 239,067.71 385,000.00 -145,932.29 62.1%
6004;Benefits - DI, Life 554.69 7,000.00 -6,445.31 7.9%
6004;Benefits - HDV 34,480.43 55,000.00 -20,519.57 62.7%
6011;Benefits - Retirement 8,761.85 22,000.00 -13,238.15

6012;Payroll Expense 19,239.38 25,000.00 -5,760.62

Total Payroli & Benefits 302,104.06 494,000.00 -191,895.94 61.2%

Professional Services
7043;Admin Support Services 184,897.60 200,000.00 -15,102.40 92.4%
7043;ET Monitoring 89,289.36 120,000.00 -30,710.64 74.4%
7043;General Engineering Consul 116,204.92 100,000.00 16,204.92 116.2%
7043;Grant & Project Services 605.00 7,000.00 -6,395.00 8.6%
7043;Hydrogeological Consultant 92,289.65 100,000.00 -7,710.35 92.3%
7043;Legal Services 1,015,643.26 1,000,000.00 16,643.26 101.6%
7043;LSMA Monitoring/Enfrcmnt 173,807.50 400,000.00 -226,192.50 43.5%
7043;0ther Professional Service 167,581.75 120,000.00 47,581.75 139.7%
7043;State Advocacy Services 45,500.00 85,000.00 -39,500.00 53.5%
Total Professional Services 1,885,819.04 2,132,000.00 -246,180.96 88.5%
8100 - Depreciation Expense 815.60
Total Expense 7,974,406.18 21,838,500.00 -13,864,093.82 36.5%
Net Ordinary Income 1,081,838.87 1,143,000.00 -61,161.13 94.6%

Other Income/Expense
Other Income

Interest
4801;Interest iIncome - 66 13202
Total Interest 66,132.02
Total Other Income 66,132.02
Net Other Income 66,132.02 -
Net Income 1,147,970.89 1,143,000.00 4,970.89 100.4%
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ETGSA Finance Committee Meeting
Thursday, March 5, 2026

Agenda Iltem 3.b
Summary of Tier 1 Payments to Friant Water Authority

Staff Report to the ETGSA Finance Committee

Subject: Tier 1 Transitional Fees
Submitted By: General Manager
Recommended Action: Move to approve payment to Friant Water Authority of a portion of Tier 1

Fees collected per the Settlement Agreement.
Executive Summary:

Penalty Payments: ETGSA shall pay ninety-one percent (91%] of Tier 1 and Tier 2 penalty monies received.
ETGSA is entitled to keep the remaining nine percent (9%).

Charges of Tier 1 Water collected and processed as of February 1, 2026 - February 27, 2026:

WY20-21 Tier 1 Rate of $245.00 per acre-foot

Total Collected $ -

ETGSA Portion (9%) $ -

FWA Portion (91%) $ -
WY21-22 Tier 1 Rate of $270.00 per acre-foot

Total Collected $ -

ETGSA Portion {9%) $ -

FWA Portion (91%) $ -
WY22-23 Tier 1 Rate of $284.00 per acre-foot

Total Collected $ -

ETGSA Portion (9%) $ -

FWA Portion (91%) $ -
WY23-24 Tier 1 Rate of $310.00 per acre-foot

Total Collected $ 1,000.00

ETGSA Portion (9%) $ 90.00

FWA Portion (91%) $ 910.00
WY23-24 Tier 1 Pre-Purchase Rate of $310.00 per acre-foot

Total Collected $ -

ETGSA Portion (9%) $ -

FWA Portion (919%) $ -
WY24-25 Tier 1 Rate of $392.00 per acre-foot

Total Collected $ 102,811.44

ETGSA Portion (9%) 9,253.03
FWA Portion (91%) $ 93,558.41
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WY24-25 Tier 1 Pre-Purchase Rate of $392.00 per acre-foot
Total Collected $ -
ETGSA Portion (9%) $ -
FWA Portion (91%) $ -
Background:

At the January 7, 2021 Meeting of the Board of Directors, the ETGSA board unanimously approved
a Settlement Agreement with Friant Water Authority and Arvin Edison Water Storage District.
Final Agreement was approved by all parties and made publicly available on January 18, 2021.

Monthly Impact:

Total collected in Tier 1 Transitional as of January 31, 2026, by the ETGSA amounts to: $ 103,811.44
Total withheld of the 9% by ETGSA amounts to: $ 9,343.03
Total due payment to FWA per Settlement Agreement
amounts to: 94,468.41

Total Collected in Tier 1 for WY25

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected in Tier 1 Pre-Purchase for WY25

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected inTier 1 for WY24

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected in Tier 1 Pre-Purchase for WY24

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected in Tier 1 for WY23

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected in Tier 1 Pre-Purchase for WY23

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

5,058,641.25

455,277.71
4,603,363.54

1,047,193.94

94,247.45
952,946.49

5,874,392.40

528,695.32
5,345,697.08

839,237.85

75,531.41
763,706.44

4,273,694.43

384,632.50
3,889,061.93

1,032,950.60

92,865.55
939,985.05
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Total Collected in Tier 1 for WY22

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected in Tier 1 Pre-Purchase for WY22

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected in Tier 1 for WY21

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected in Tier 1 Pre-Purchase for WY21

Total withheld of the 9% by ETGSA amounts to:
Total 91% paid to FWA amounts to:

Total Collected in Tier 1 by ETGSA as of November 25, 2024

Total withheld of the 9% by ETGSA amounts to:

Total 91% paid to FWA amounts to:
*Numbers may be slightly off due to rounding up.

***During the reconcilation of total Tier 1 collections, it was discovered that some 21, 22, 23, and 24 WY
Tier 1 payment receipts in this report were classified as the incorrect water year. These misclassifications

have now been moved into the correct water year.

Tier 1 Estimated Outstanding Receivables:

Estimated remaining Tier 1 to be collected from 21 WY:
Estimated remaining Tier 1 to be collected from 22 WY:
Estimated remaining Tier 1 to be collected from 23 WY:
Estimated remaining Tier 1 to be collected from 24 WY:
Estimated remaining Tier 1 to be collected from 25 WY:
Total estimated remaining Tier 1 to be collected:

R5s
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6,376,433.27

573,878.99
5,802,554.28

1,943,605.80

174,924.52
1,768,681.28

1,612,854.02

145,156.86
1,467,697.16

3,782,828.20

340,454.54
3,442,373.66

31,841,831.76
2,865,764.86

28,976,066.90

59,685.44
585,861.43
1,242,703.53
1,933,708.40
4,755,058.50

e & B &

8,577,017.30




For Period: 01/01/2026 - 01/31/2026

WY24-25 PP WY24-25 WY23-24 PP WY23-24 WY22-23 PP WY22-23 WY21-22 PPWY21-22 WY20-21 PP WY20-21 Totals
$ 392.00 $ 310.00 3$ 284.00 $ 270.00 $ 245.00
2/13/2026 10,889.76 10,889.76
2/19/2026 3,357.12 3,357.12
2/25/2026 88,564.56 1,000.00 89,564.56
102,811.44 - 1,000.00 - - - - - - - 103,811.44
9% 9,253.03 - 90.00 - - - - - - 9,343.03
91% 93,558.41 - 910.00 - - - - - - 94,468.41
Collected to date: FWA
WY24-25 PP WY24-25 WY23-24 PP WY23-24 WY22-23 PP WY22-23 WY21-22 PPWY21-22 WY20-21 PP WY20-21 Totals
Last Month 4,955,829.81 1047193.94| 5,873,392.40 839,237.85 4,273,694.43 | 1,032,950.60 6,376,433.27 | 1,943,605.80 1,612,854.02 3,782,828.20 | 31,738,020.32
This Month 102,811.44 - 1,000.00 - - - - - - - 103,811.44
Total 5,058,641.25 | 1,047,193.94 | 5,874,392.40 839,237.85 4,273,694.43 | 1,032,950.60 6,376,433.27 | 1,943,605.80 1,612,854.02 3,782,828.20 | 31,841,831.76
9% 455,277.71 94,247.45 528,695.32 75,531.41 384,632.50 92,965.55 573,878.99 174,924.52 145,156.86 340,454.54 2,865,764.86
91% 4,603,363.54 952,946.49 | 5,345,697.08 763,706.44 3,889,061.93 939,985.05 5,802,554.28 | 1,768,681.28 1,467,697.16 3,442,373.66 | 28,976,066.90
5,058,641.25 | 1,047,193.94 | 5,874,392.40 839,237.85 4,273,694.43 | 1,032,950.60 6,376,433.27 | 1,943,605.80 1,612,854.02 3,782,828.20 | 31,841,831.76
Groundwater Extraction Fees 2/27/2026 Transitional Water Fees 212712026
Total Amount | Total Current Consumption Pre-Purchase Total Amount
Total Amt Billed Received Bat % Collected Charges Charges Received Total Current Bal
2025 WY 2,055,235.34 | 1,946,989.80 108,245.54 94.73% 2025 WY 9,674,380.07 | 1,348,211.99 6,267,533.56 4,755,058.50 56.86%
2024 WY 1,959,724.11 | 1,901,7562.75 57,971.36 97.04% 2024 WY 7,927,290.14 832,219.80 6,825,801.54 1,933,708.40 77.92%
2023 WY 1,446,959.77 | 1,401,555.54 45,404.23 96.86% 2023 WY 5,545,869.58 | 1,032,950.60 5,336,116.65 1,242,703.53 81.11%
2022 WY 1,265,920.93 | 1,248,304.13 17,616.80 98.61% 2022 WY 6,958,220.96 | 1,943,605.80 8,315,965.33 585,861.43 93.42%
2021 WY 183,436.36 174,236.40 9,199.96 94.98% 2021 WY 1,676,442.79 | 3,782,858.80 5,399,616.15 59,685.44 98.91%
6,911,276.51 | 6,672,838.62 238,437.89 96.55% 31,782,203.54 | 8,939,846.99 | 32,145,033.23 8,577,017.30 78.94%
8,602,520.82
(25,503.52)
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Agenda Item 3.c

March 20, 2026

Board of Directors

Eastern Tule Groundwater Sustainability Agency Joint Powers Authority
881 W. Morton Avenue, Ste D

Porterville, CA 93257

We have audited the financial statements of the governmental activities of Eastern Tule Groundwater
Sustainability Agency Joint Powers Authority for the year ended June 30, 2025. Professional standards require
that we provide you with information about our responsibilities under generally accepted auditing standards, as
well as certain information related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated June 23, 2025. Professional standards also require that we communicate to
you the following information related to our audit.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies adopted and used by Eastern Tule Groundwater Sustainability Agency Joint Powers Authority
are described in Note 1 to the financial statements. We noted no transactions entered into by Eastern Tule
Groundwater Sustainability Agency Joint Powers Authority during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the proper
period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements
and because of the possibility that future events affecting them may differ significantly from those expected. The
most sensitive estimate affecting the financial statements was:

Management'’s estimate of the uncollected groundwater extraction fees due to possible future opt-outs. We
evaluated the key factors and assumptions used to develop the estimate in determining that it is reasonable
in relation to the financial statements taken as a whole

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. The following material misstatement was detected as a result
of audit procedures were corrected by management:

1. Additional revenues and receivables of $4,778,364 needed to be recorded, as well as allowances in the
amount of $2,314,351 for doubtful accounts.

2. Recorded a payable to Friant Water Authority in the amount of $6,955,512 and an offset in the amount of
$2,083,251. for 91% of the accounts receivable allowance for doubtful accounts.

Disagreements with Management



For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated March 20, 2026.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to Eastern Tule Groundwater Sustainability Agency Joint Powers Authority’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our professional
standards require the consulting accountant to check with us to determine that the consultant has all the relevant
facts. To our knowledge, there were no such consultations with other accountants.

Restriction on Use

This information is intended solely for the information and use of the Board of Directors and management of
Eastern Tule Groundwater Sustainability Agency Joint Powers Authority and is not intended to be, and should not
be, used by anyone other than these specified parties.

Very truly yours,

Cuttone & Mastro CPA’s
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CUTTONE &IMasiro

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Eastern Tule Groundwater Sustainability Agency Joint Power Authority
Porterville, California

Opinion

We have audited the accompanying financial statements of the Eastern Tule Groundwater Sustainability Agency Joint Power
Authority (the Authority) as of and for the year ended June 30, 2025, which collectively comprise the Authority’s basic
financial statements as listed in the table of contents, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the Eastern Tule Groundwater Agency Joint Power Authority as of June 30, 2024, and the respective changes in
financial position and its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Basis of Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Authority and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements related to our audits. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Subsequent Event

As discussed in Note 8 to the financial statements, It is anticipated that on April 2, 2026, the Authority’s Board of Directors
shall execute a resolution directing the winding up and liquidation of the Authority. It is not expected that Authority’s
operations shall continue past April 2, 2026, except to the extent that retained legal counsel and auditors shall finish the
liquidation of the entity by filing such reports and records with the State of California as may be required by law.

Our opinion is not modified with respect to this mater.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered
in the aggregate, that raise substantial doubt about the Authority’s ability to continue as a going concern within one year
after the date that the financial statements are available to be issued.
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Auditor’s Responsibility

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted
in accordance with generally accepted auditing standards will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for on resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in circumstances, but not for the purpose of expressing an opinion on the effectiveness of Eastern Tule
Groundwater Sustainability Agency Joint Power Authority’s internal control. According, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluate the overall presentation of the financial statements

e Conclude whether, in our judgement, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Authority’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control related matters that we identified during the
audit

Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles generally accepted in the
United States of America require to be presented to supplement the basic financial statements. Such missing information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic financial statements is not affected by this missing
information.

@ {/‘; ne // ”/a Sy

Fresno, California
March 20, 2026



EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
Statement of Net Position

June 30, 2025
ASSETS
Cash $ 3,404,770
Receivables:
Contributions 60,903
GW Extraction Fees (net of $25,064 allowance) 213,789
Transitional Pumping Fees/Penalty (net of $2,289,286 allowance) 5,085,257
Penalties for delinquent payments (net of $22,404 allowance) 33,604
Recording Fee 13,323
Prepaid Expenses 1.970
Total Current Assets 8.813.616
Right-of-use asset — office lease 17,594
Capital Assets, net of accumulated depreciation 4,588
Total Assets 8,835,798
LIABILITIES
Current Liabilities
Accounts payables 489,589
Payable — Friant Water Authority 4,872,261
Other current liabilities 70,832
Office lease liability 16,744
Total Current Liabilities 5,449,426
Total Liabilities 5,449,426
NET POSITION
Net investment in capital assets 4,588
Unrestricted 3,381,784
Total Net Position $ 3,386,372

The accompanying notes are an integral part of the financial statements.
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EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
Statement of Revenues, Expenses and Change in Net Position

For the year ended of June 30, 2025

Operating Revenues:
Contributions
GW Extraction Fees
Transitional Pumping Fees/Penalty
Landflex Grant Income
Penalties for Delinquent Payments
Recording Fees
Other Income
Total Revenue

Operating Expenses:
Bad Debt
Monitoring & Coordination
Insurance
Contract labor
Professional Services
Membership Dues
Reimbursable Employee Expenses
Office, Materials and Outreach
Amortization Expense-Office ROU asset
Depreciation

Total Expenses

Operating Loss
Non-Operating Revenue and (Expense)
Interest Income
Interest Expense
Net Non-operating Revenue and (Expense)

Change in Net Position

Net position, beginning of year

Net Position, end of year

§ 239,543

1,992,905
8,663,902
284,844
47,923
3,214
14,256
11,246,587

646,052
7,702,818
24,534
389,541
2,675,083
1,750
13,492
25,071
21,112

1,223

11,500,676

(254.089)

142,332
(1.437)

140.895
(113,194)

3.499.566

$ 3,386,372

The accompanying notes are an integral part of the financial statements.
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EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA

Statement of Cash Flows
For the year ended of June 30, 2025

Cash flows from Operating activities
Cash received from Groundwater Extraction Fees
Cash received from Transitional Pumping Fees/Penalty
Cash received from Contributions
Cash received from other operating activities
Cash paid to suppliers for goods and services
Cash paid to Friant Water Authority

Net cash used by operating activities

Cash flows from Investing Activities
Interest received

Net cash provided by investing activities

Cash flows from Capital and Related Financing Activities
Payment of lease liability
Interest paid

Net Cash used by capital and related financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

The accompanying notes are an integral part of the financial statements.
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$ 2,002,714
6,700,809
229,806
312,204
(3,723,178)
(6,150,732)

(628.377)

142,332
142,332

(21,363)
(1.437)
(22.800)

(508,845)
3,913,615

$ 3.404.770



EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA

Statement of Cash Flows
For the year ended of June 30, 2025

Reconciliation of operating loss to net cash
used by operating activities:
Operating loss
Adjustments to reconcile operating loss to
net cash used by operating activities:
Amortization expense right-to-use lease asset
Depreciation
(Increase) Decrease in:
Contributions receivable
GW Extraction Fees receivable
Transitional Pumping Fees/Penalty receivable
Penalties for delinquent payments receivable
Recording Fees receivable
Grant
Increase(Decrease) in
Prepaid Expenses
Accounts payable
Payable-Friant Water Authority
Other current liabilities
Net cash used by operating activities

Noncash Capital Financing Activities:

§  (254,089)

21,112
1,223

(9,737)
(38,114)
(1,961,166)
(1,927)
(1,003)
10,893

10,092
19,247
1,552,086
23.006

§ _(628377)

A Right-to-use lease asset of $63,337 was recorded through a lease obligation liability of the same

amount.

The accompanying notes are an integral part of the financial statements.
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EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
Notes to Financial Statements
June 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Eastern Tule Groundwater Sustainability Agency Joint Powers Authority (the Authority) is a joint powers
authority formed in 2016. The Authority was formed with the purpose and intent of jointly forming a separate
entity to fulfill the role of a Groundwater Sustainability Agency (GSA) consisting of the Members, so that the
Members may collectively develop, adopt, and implement a Groundwater Sustainability Plan (GSP) for the
sustainable management of groundwater for that portion of the Tule Subbasin underlying the jurisdictional
boundaries of the Members, as those boundaries may be amended from time to time. The Authority is to
provide for the conjunctive use of groundwater and surface water within its represented groundwater basin to
ensure the reliability of a long-term water supply to meet current and future beneficial uses.

Member Agencies - The Joint Powers Agreement was entered into as of December 6, 2016, between the
County of Tulare, City of Porterville, Kern-Tulare Water District, Porterville Irrigation District, Saucelito

Irrigation District, Terra Bella Irrigation District, Tea Pot Dome Water District, and Vandalia Water District.

Basis of Presentation and Accounting

The District follows the provisions of the Governmental Accounting Standards Board Statement No. 34,
"Basic Financial Statements and Management's Discussion and Analysis- For State and Local
Governments.” Statement 34, as amended, established the financial reporting standards for all state and
local government entities, which includes a statement of net position, a statement of revenues, expenses
and changes in net position, and a statement of cash flows. It requires the classification of net position in
the following three components:

Net investment in capital assets — This component of net position consists of capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes or
other borrowings that are attributable to the acquisition, construction or improvement of those assets.

Restricted net position — This component of net position consists of constraints imposed by creditors
(such as through debt covenant), grantors, contributors, or laws or regulations of other governments
or constraints imposed by law through constitutional provisions or enabling legislation.

Unrestricted net position — This component of net position consists of net position that do not meet
the definition of "restricted" or "net investment in capital assets."

When the District incurs an expense for which both restricted and unrestricted resources may be used, it is
the policy of the District to use restricted resources first, then unrestricted resources.

Measurement Focus and Basis of Accounting

The Authority accounts for its activities as a special-purpose government engaged only in business-type
activities, even though they may not meet the definition of an enterprise fund, and uses enterprise fund
accounting and reporting. Enterprise fund financial statements include a Statement of Net Position, a
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.

Enterprise funds are used to account for operations that are financed and operated in a manner similar to
private business enterprises, where the intent of the government body is that the cost and expenses of
providing goods or services to its customers be financed or recovered primarily through users charges; or
where the governing body has decided that periodic determination of revenue earned, expenses incurred,
and net income is appropriate for capital maintenance, public policy, management control, accountability,
or other purposes.
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EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
Notes to Financial Statements
June 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued:

Enterprise funds are accounted for using the “economic resources” measurement focus and the accrual
basis of accounting. Accordingly, all assets and liabilities (whether current or noncurrent) are included on
the Statement of Net Position. The Statement of Revenues, Expenses and Changes in Net Position
presents increases (revenues) and decreases (expenses) in total net position. Under the accrual basis of
accounting, revenues are recognized in the period in which they are earned while expenses are recognized
in the period in which the liability is incurred.

Operating revenues are those revenues that are generated from the primary operations of the Authority.
The primary operations of the Authority are to facilitate compliance with Sustainable Groundwater
Management Act (SGMA) by creating a Groundwater Sustainability Plan (GSP) to achieve sustainability
goals, i.e. a stable groundwater basin that is not subject to critical overdraft or subject to a number of
other results deemed “undesirable”. All other revenues are reported as non-operating revenues. Operating
expenses are those expenses that are essential to the primary operations of the Authority. All other
expenses are reported as non-operating expenses.

A. Use of Estimates:

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Accordingly, actual results
could differ from those estimates.

B. Fee Incentive Program:

Tier 1 Penalty Rates are a part of the “Fee Incentive Program” established to disincentivize
pumping.

The Program is a component of the Authority’s GSP. The Authority’s Board of Directors
approves a resolution annually setting the Tier 1 Penalty Rates based on recommendations
from the Authority’s technical consultants in accordance to ramp-down program of
transitional pumping as outlined in the Authority’s GSP. Tier 1 water is allocated annually
to the actively irrigated lands only. Once lands are included, they remain throughout the
duration of the transitional program. Charges of the Tier 1 Penalty water are incurred upon
consumption of that category of water in a landowner’s individual account. Consumptions
of landowner allocations are initiated on a quarterly basis, penalty charges are then invoiced
to those accounts if they consumed into the Tier 1 allocation category. 91% of Tier 1
Penalty payments are then paid to Friant Water Authority (FWA), the remaining 9% stays
with the Authority.



EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
Notes to Financial Statements
June 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued:

C. Revenue Recognition:

The Authority’s revenue consists of call for funds, groundwater extraction fees, late payment
penalties, and transitional fees & penalties, including pre-purchased transitional pumping credits.

Contributions:

The Authority can issue a call for funds from member Agencies. The revenue is reported in
the period assessed. For the year ending June 30, 2025 call for funds revenue totaled
$239,543.

Groundwater Extraction Fees:

The Authority assesses a Groundwater Extraction Fees every year during the month of
November. The assessment is based off of a water year that runs from October through
September. The Groundwater Extraction Fees are imposed on landowners to fund the
costs of any activity necessary or convenient to implement the Groundwater
Sustainability Plan. In November of 2022, this Groundwater Extraction Fee was $15.70
per acre-foot of allocated water. For the water year October 2024-September 2025 each
landowner in the Authority was allocated 0.96 acre-feet of water for each acre of land
they own that is part of the Authority. At June 30, 2025 an allowance of $25,064 was
estimated at 10% - 50% based on the status of accounts and historical adjustments.

This allocation of water is subject to change dependent on a water rate study conducted
every year. Water allocated as part of the Groundwater Extraction Fee is available for
landowners to use. The Authority billed for Groundwater Extraction Fees in the amount of
$1,992,905 for the year ended June 30, 2025.

Landowners who are not actively irrigating and are not planning on irrigating in the future
can opt-out of the Authority. Once opted out, landowners are not assessed the Groundwater
Extraction Fee but are no longer allowed to irrigate on their lands. Also parcels less than 2
acres were not billed. The Authority recognizes groundwater extraction fees as revenue in
the period they are assessed.

Tier 1/Transitional Pumping Fee/Penalty:

If a landowner uses more water than what they are allocated as part of the Groundwater
Extraction Fee, their water usage above the groundwater extraction allocated amount is
considered Transitional Pumping. The Authority assess a Transitional Pumping
Fee/Penalty. The penalty for the months July, August and September 2024 was $310 per
acre foot used. The penalty for the months of October 2023-June 2025 was $391.55 per
acre foot used. Transitional Pumping Penalties are assessed quarterly based on the water
year (October 2024-Septmeber 25) and recognized when the water is used. At June 30,
2025 an allowance of $2,289,286 was estimated at 30% - 50% based on the status of
accounts and historical adjustments.



EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA

Notes to Financial Statements
June 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued:

C. Revenue Recognition, continued:

D.

E.

F.

Pre-Purchased Transitional Pumping Credit:

Landowners who irrigate have an option of pre-purchasing their Transitional Pumping
Fee/Penalty at the current rate in the year of purchase. This pre-purchase of the Transitional
Pumping Fee/Penalty will credit Transitional Pumping Fee/Penalties incurred. The Authority
recognizes revenue from pre-purchases of Transitional Pumping Fee/Penalties when
collected. The Authority recognizes revenue from Pre-Purchased Transitional Pumping
Fee/Penalties in the same account as Transitional Pumping Fee/Penalties.

Delinquent Payment Penalties:

The Authority also recognizes revenue for delinquent payments. An allowance of 40% of
penalties was recorded by the Agency based on historical adjustments made. At June 30,
2025 the delinquent payment penalties were $56,008 and the allowance for uncollectible was
$22,404.

Income Taxes

The Authority is a governmental agency and is not subject to federal or state income taxes.

Capital Assets

Capital Assets: Capital assets are recorded at cost less accumulated depreciation and updated
for additions and retirements during the year. Repairs and maintenance and minor alterations
are charged to operating expense as incurred. Costs which are considered improvements are
added to the appropriate capital asset account. Gains and losses on disposition of capital
assets are reported and recognized in the year of disposition.

Depreciation is computed using the straight-line method over the estimated useful life of the
assets which generally range for five to ten years for office equipment and other assets.

Capital assets (long-lived assets) to be held and used are reviewed for impairment whenever
events or changes in circumstances indicate that the related carrying amount may not be
recoverable. When required, impairment losses on assets to be held and used are recognized
based on the fair value of the asset and long-lived assets to be disposed of are reported at the
lower of carrying amount or fair value less cost to sell. As of June 30, 2025, there were no
impairments of the District's long-lived assets.

Substantially all of the District's assets are insured against possible losses from fire and other
risks. The District has a policy with the First Insurance Funding to cover its equipment and
personal property, plus liability coverage.

Net Position

The Authority does not currently have restrictions on net position. Net Position is reported as

Unrestricted.
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EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
Notes to Financial Statements
June 30, 2025

2. CASH
In accordance with the Joint Powers Authority formation agreement the Tulare County Treasurer shall be the
depository, shall have custody of all the money of the Authority from whatever source, and shall have the
duties and obligations of the Treasurer as set forth in Governmental Code sections 6505 and 6505.5.

As of June 30, 2025, the balance of the Authority’s Tulare County Treasurer account was $3,404,770.

The Authority does not have an investment policy that would allow exposure to interest rate risk, credit risk,
or custodial risk.

3. RELATED PARTY TRANSACTIONS
Terra Bella Irrigation District is a member of the Authority and also provides administrative services for the
Authority for a fee. For the year ending June 30, 2025 the Authority incurred expenses with Terra Bella
Irrigation District in the amount of $371,140. As of June 30, 2025 $29,347 was payable.

4. CAPITAL ASSETS

Balance Balance
6/30/24 Additions Deductions 6/30/25
Capital Assets Being Depreciated:

Equipment 6,117 - - 6,117
Less Accumulated depreciation 306) $__ (1,223) $ - (1.529)
Net Capital Assets Being Depreciated 5,811 4,588

Net Book Value $ 5,811 $ 4,588

5. LEASE

The Authority leased office space for $1,400 a month for the months July 2022 and August 2022.
September 2022 through April 2023 the office space was leased at $1,575 per month. Beginning May
2023, the Authority entered into a long term agreement to lease the office space for $1,900 per month for
the three year period beginning May 2023 through April 2026.

The discount rate used to present value the right of use asset and liability of this office lease was 5.06%
and is based on the Federal Funds rate at the time of the lease in May of 2023. Right of use asset at June
30,2025 was $17,594.

Current portion of the lease liability for the office lease was $16,744. Operating lease amortization during
the year ended June 30, 2025 for the office lease was $21,112. Interest expense related to this lease was
$1,437 for the year ended June 30, 2025. Operating lease amortization for 2026 is $17,594.

Beginning Ending
Balance Balance
6/30/24 Additions Deletions 6/30/25

Right-to-use office building (asset) $ 63,337 $ $ - $ 63,337

Less accumulated amortization (24.631) - (21.112) (45.743)
Net Right-to-use lease asset $ 38,706 $ - $ (21,112) $ 17,594
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EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
Notes to Financial Statements
June 30, 2025

5. LEASE, continued

Following are the minimum lease commitments:

Cash Interest at Present

Year Ending June 30, Amount 5.06% Value
2026 $17.100 $_356 $ 16,744
Total minimum lease payments and $17,100 $_356 $ 16,744

A summary of the Authority’s lease liability is as follows:

Beginning Ending
Balance Balance Current
6/30/24 Additions Reductions 6/30/25 Portion
Lease Liability $ 38,107 $ - $21,363 $ 16,744 $ 16,744

6. SETTLEMENT AGREEMENT REGARDING TRANSITIONAL OVERDRAFT

PUMPING AND ANTICIPATED SUBSIDENCE DAMAGES/REPAIRS TO THE FRIANT KERN
CANAL

Effective January 12, 2021, the Authority entered into a Settlement Agreement between the Friant Water
Authority, a California joint powers authority ("FWA"), and Arvin-Edison Water Storage District
("District"). The Agreement reflects the desire of the Parties to resolve their differences regarding past
and future subsidence on the Friant-Kern Canal (FKC) and, among other things, provide (1) FWA with
needed financing to complete a repair project; and (2) protection to the Authority and landowners within
the Authority's jurisdictional boundaries that FWA and Friant Contractors affected by subsidence in the
Middle Reach will not pursue litigation provided the terms of the Agreement are satisfied and landowners
are in good standing.

FWA is a joint powers authority consisting of public agencies holding long-term repayment contracts
with the Bureau of Reclamation ("Reclamation") for water service from the Friant Division of the Central
Valley Project and for facilities repayment. FWA is responsible for the operation, maintenance, repair and
replacement of the Friant-Kern Canal ("FKC") which conveys water from Millerton Lake along the 152-
mile length of the FKC pursuant to a long-term agreement with Reclamation.

The FKC's conveyance system relies on a gravity design. As of 2020, capacity has been reduced to 1,650
cubic-feet per second (cfs) between mile post 88 and mile post 121.5 of the FKC (the "Middle Reach").
Design capacity through the Middle Reach was 4,000 cfs. Due to various design deficiencies the design
capacity has never been achieved through the Middle Reach. Historic capacity demand through the
Middle Reach has been estimated to be approximately 2,500 cfs. The reduced capacity precludes the
potential for delivery of significant amounts of water to Friant Contractors in and south of the Middle
Reach and limits the ability for exchanges and transfers of water.

FWA and Reclamation plan to restore historic capacity in the Middle Reach of the FKC through a project
referred to as the Friant-Kem Canal Middle Reach Capacity Correction Project ("Project").
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EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
Notes to Financial Statements
June 30, 2025

6. SETTLEMENT AGREEMENT REGARDING TRANSITIONAL OVERDRAFT
PUMPING AND ANTICIPATED SUBSIDENCE DAMAGES/REPAIRS TO THE FRIANT KERN
CANAL, continued

FWA contends that additional subsidence in the vicinity of the FKC is not acceptable unless there is
appropriate financial mitigation for such impact to FWA and the Friant Contractors affected by such
additional subsidence. The Authority has maintained a commitment to ensure reduced land subsidence,
given legacy impacts, while maintaining its obligations under SGMA to reach sustainability by 2040.

The Authority’s Board of Directors has approved Rules and Regulations and a First Amended Rules and
Regulations that provide a penalty structure for all groundwater consumed above sustainable yield. Rates
have been established for water pumped pursuant to the ramp down schedule, characterized as "Tier 1
Penalty Allocation" in the First Amended Rules and Regulations. Penalties are established for pumping in
excess of those rates, identified as "Tier 2". In addition to monetary penalties, additional civil remedies
exist for pumping in excess of the ramp down schedule.

On October 6, 2022, the Authority adopted Resolution 2022-06 establishing the initial penalty rate for the
Tier 1 Penalty Allocation at $284.00 per acre foot consumed and the Tier 2 penalty rate at $500.00 per
acre-foot consumed. The First Amended Rules and Regulations provide that the penalty rate for the Tier 1
Penalty Allocation and Tier 2 will be established annually by the Authority’s Board of Directors.

Tier 1 Penalty Rates were established by the Authority’s Board of Directors irrespective of the Settlement
Agreement. The rates are a part of the “Fee Incentive Program” established to disincentivize pumping.
The Program is a component of the Authority’s GSP.

If the Authority could have passed a land-based assessment through a Proposition 218 election, there
would have been a lump sum savings of a total payment of $125 million to FWA. Since the Proposition
218 election resulted in a rejection of a land-based assessment, then the Authority agrees to pay FWA up
to $200 million in penalty monies if and when received by the Authority.

The Authority’s Board of Directors approves a resolution annually setting the Tier 1 Penalty Rates based
on recommendations from the Authority’s technical consultants in accordance to ramp-down program of
transitional pumping as outlined in the Authority’s GSP. Tier 1 water is allocated annually to the actively
irrigated lands only. Once lands are included, they remain throughout the duration of the transitional
program. Charges of Tier 1 Penalty water are incurred upon consumption of that category of water in a
landowner’s individual account. Consumptions of landowner allocations are initiated on a quarterly
basis, penalty charges are then invoiced to those accounts if they consumed into the Tier 1 allocation
category. 91% of Tier 1 Penalty payments are then paid to FWA, the remaining 9% stays with the
Authority. At June 30, 2025 the payable due to FWA of $6,955,512 is reported net of $2,083,251 which
is 91% of the allowance for the transitional pumping fees receivable.

Additionally, a landowner may choose to purchase their Tier 1 Penalty allocation at the current rate for
that water year. Upon approval and submittal of payment, that allocation is then moved to a credit
category for use by the landowner in accordance with the Authority’s Rules and Regulations. These
purchases of Tier 1 Penalty water are also subject to the Settlement Agreement with FWA.
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EASTERN TULE GROUNDWATER SUSTAINABILITY AGENCY JPA
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LITITGATION

The Agency is the respondent in a case in which the petitioner, Friant Water Authority alleges that the
Authority breached a contract between FWA and the Authority. The parties are in the process of
finalizing a settlement agreement, and it is anticipated that both parties will execute the settlement
agreement soon, as discuss further below in subsequent events.

SUBSEQUENT EVENTS

It is anticipated that on April 2, 2026, the Authority’s Board of Directors shall execute a resolution
directing the winding up and liquidation of the Authority. All of the Authority’s member agencies have
elected to create or join different GSAs, thereby withdrawing from the Authority. With no member
agencies, the Authority is unable to continue operations. It is not expected that Authority’s operations
shall continue past April 2, 2026, except to the extent that retained legal counsel and auditors shall finish
the liquidation of the entity by filing such reports and records with the State of California as may be
required by law. Also, the Authority’s Board of Directors will assign all of its interest in accounts
receivable and any surplus funds to Friant Water Authority as settlement of an ongoing litigation. Any
remaining assets will be divided amongst the member agencies, or discarded. All known and accrued
liabilities will be satisfied prior to the distribution of surplus funds to Friant Water Authority.

Management has evaluated subsequent events through March 20, 2026, the date the financial statements
were available to be issued, and has determined that no adjustments are necessary to the amounts reported
in the accompanying financial statements and no other subsequent events occurred other than those noted
above, the nature of which would require disclosure.
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Agenda Item 4.a

Staff Report to the ETGSA Board of Directors

Subject: Enforcement of Tier 1 Penalties

Submitted By: Staff

Recommended Action: Record Certificates of Lien for Tier 1 Penalties

Executive Summary: Pursuant to SGMA, ETGSA has enacted a series of rules related to

groundwater consumption, including penalties for landowners who extract more than their
Sustainable Yield Allocations. According to agency records, including invoices previously sent
to landowners, each of the landowners in question has engaged in extraction in excess of their
respective Sustainable Yield allocations. Accordingly, after a hearing, enforcement of Tier 1
penalties is appropriate under Water Code § 10732(b)(2).

BACKGROUND:

The Sustainable Groundwater Management Act (“SGMA”) requires that groundwater
sustainability agencies (hereinafter “GSAs”) take action to ensure that the State of California’s
groundwater is managed sustainably. Carrying out this requirement, ETGSA has allocated to each
groundwater user a “Sustainable Yield Allocation” for each water year. See generally ETGSA
Rules and Regulations. Further, SGMA specifically authorizes civil penalties in an amount of up
to $500 per acre-foot for water users who extract more than authorized by GSA rules. (Cal. Water
Code § 10732.)

Consistent with these authorities, ETGSA rules prescribe two “tiers” of penalties for groundwater
extraction in excess of the sustainable yield calculation: (1) Tier 1 Penalties, which apply to
extractions which exceed a landowner’s sustainable yield allocation, based upon the “ramp down
schedule” found in the ETGSA’s Groundwater Sustainability Plan and (2) Tier 2 extractions,
which exceed a landowner’s Tier 1 Penalty Allocation(s). (See ETGSA Rules and Regulations
section 4.03(b)(1).)

Pursuant to Section V of the Third Amended Rules and Regulations of ETGSA, the Board of
Directors passed Resolution 2021-04 on July 9, 2021, which determined that, for Water Year 2021,
the Tier 1 Penalty Fee was $245.00 per acre-foot. Pursuant to Resolution 2021-05, passed by the
Board of Directors on October 7, 2021, for Water Year 2022, the Tier 1 Penalty Fee was $270.00
per acre-foot. Pursuant to Resolution 2022-06, passed by the Board of Directors on October 6,
2022, for Water Year 2023, the Tier 1 Penalty Fee was $284.00 per acre-foot. Pursuant to
Resolution 2023-4, passed by the Board of Directors on October 5, 2023, for Water Year 2024,
the Tier 1 Penalty Fee was $310.00 per acre-foot. Pursuant to Resolution 2024-05, passed by the
Board of Directors on October 3, 2024, for Water Year 2025, the Tier 1 Penalty Fee was $392.00
per acre-foot.

During Water Years 2021, 2022, 2023, 2024, and 2025, each of the landowners on Exhibit A
attached hereto were notified of the Sustainable Yield Allocation. Each landowner in question
exceeded their Sustainable Yield Allocation and incurred Tier 1 Penalties. Pursuant to ETGSA



Rule 5.04(a), the landowner was mailed quarterly invoices detailing the landowner’s excessive
groundwater extraction, and noting the applicable penalty rate.

ETGSA has sent Landowner a NOTICE OF PUBLIC HEARING ON GROUNDWATER
EXTRACTION TIER 1 PENALTIES (“Notice”), which is hereby incorporated by reference.

STAFF RECOMMENDATION

Based upon the foregoing, Staff recommends the Board order continued enforcement of penalties
against the landowners in Exhibit A in the amounts detailed therein and instructs staff to proceed
with recording Certificates of Lien for said amounts with the County of Tulare Recorder’s Office.

Fiscal Impact:
e n/a
Attachments:

e Exhibit A: List of Delinquent ETGSA Accounts
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Jaclyn Warwick

From: Rogelio Caudillo <rcaudillo@easterntulegsa.com>

Sent: Tuesday, March 24, 2026 2:06 PM

To: Jaclyn Warwick

Subject: Fwd: Account ETGSA3552 Golden Groves Ranch Company GP
Attachments: ETGSA3552.pdf

—————————— Forwarded message ---------

From: Mark Golden <orangeman237@aol.com>

Date: Mon, Mar 23, 2026 at 10:09 AM

Subject: Re: Account ETGSA3552 Golden Groves Ranch Company GP

To: info@easterntulegsa.com <info@easterntulegsa.com>, Rogelio Caudillo
<rcaudillo@easterntulegsa.com>

Subject: Formal Response — Account ETGSA3552
Dear Rogelio,

I am writing in response to your recent notice regarding the proposed lien and hearing
scheduled for April 2.

Your statement that I have not objected to or disputed the charges is factually incorrect.
I raised formal objections to both the calculation methodology and the billed amounts
beginning December 2, 2024 and have followed up repeatedly since that time through
emails and phone messages requesting clarification and supporting documentation.

More concerning is the inconsistency in your own records. Your notice asserts that I owe
$9,472.20. However, your staff previously revised the balance to $7,734.16 on February
24, 2026. At that time, I immediately requested the supporting calculations for that
revised amount, which have still not been provided.

This discrepancy, combined with the continued lack of supporting documentation, raises
serious concerns regarding the accuracy and reliability of the billing.

Despite multiple attempts on my part to obtain clarification, there has been no
meaningful follow-up from your office. This lack of responsiveness has prevented
resolution and reflects a breakdown in basic administrative process.

In addition, the notice itself reflects a lack of professionalism and attention to detail. It
fails to clearly identify a definitive deadline, referring only to “Thursday,” which is
inadequate given the seriousness of the action being proposed.



Under these circumstances, it is not appropriate to proceed with lien-related
enforcement actions while there is a clear, documented dispute and unresolved
questions regarding both the calculation and the amount allegedly owed.

Let me be clear: I am willing to resolve this matter promptly. However, I will not do so
without a complete and transparent accounting of how the charges were derived. I again
request that you provide a detailed breakdown of the calculations, including how
allocations were applied across the parcels and acreage.

Given the pending hearing, I hope this information can be provided.

Sincerely,

Mark Golden

On Tuesday, February 24, 2026 at 11:21:30 AM PST, <info@easterntulegsa.com> wrote:

From: Mark Golden <orangeman237@aol.com>

Sent: Tuesday, February 24, 2026 10:16 AM

To: info@easterntulegsa.com

Subject: Re: Account ETGSA3552 Golden Groves Ranch Company GP

Thank you. | have asked to see the calculations can you please send?

On Tuesday, February 24, 2026 at 10:01:22 AM PST, <info@easterntulegsa.com> wrote:

Good Morning Mark,

We have adjusted the invoice amount to $7,734.16 for Q4. Feel free to call our office if you have any
questions.

Enjoy the rest of your day.

From: Mark Golden <orangeman237@aol.com>

Sent: Monday, February 23, 2026 1:29 PM

To: info@easterntulegsa.com

Subject: Re: Account ETGSA3552 Golden Groves Ranch Company GP




Good afternoon,
Thank you for your response.

| would appreciate clarification regarding your explanation, as it is not clear to me how the billing was calculated.
Please provide the detailed calculations supporting the invoice amount.

As | understand the allocation framework, the pumping rights associated with the land we removed from production
should be applied to the acreage that remains in production. Currently, we have 29 acres in production out of a total of
39 acres across the four parcels, and this should be reflected in the calculations.

I would also note that this matter has been pending since December, and | would appreciate a clear and complete
explanation so we can resolve the issue promptly.

Thank you,
Mark Golden

General Manager
Eastern Tule Groundwater Sustainability Agency

rcaudillo@easterntulegsa.com
O: (559) 781-7660

881 W. Morton Avenue, Suite D
Porterville, CA 93257




Agenda Item 5.a

RESOLUTION NO. 2026-01
OF THE BOARD OF DIRECTORS OF THE
EASTERN TULE GSA

RESOLUTION ORDERING ENFORCEMENT AND COLLECTION OF TIER 1
PENALTIES

WHEREAS, pursuant to the ETGSA Groundwater Sustainability Plan and Rules and
Regulations, the ETGSA established a Sustainable Yield allocation and a Tier 1 Penalty
Allocation for Water Years 2021 through 2025;

WHEREAS, on July 9, 2021, October 7, 2021, October 6, 2022, October 5, 2023, and
October 3, 2024, the ETGSA Board of Directors approved Resolutions 2021-04, 2021-05,
2022-06, 2023-04, and 2024-05, which authorized a per acre-foot penalty rate of $245.00 per
acre-foot, $270.00 per acre-foot, $284.00 per acre-foot, $310.00 per acre-foot, and $392.00
per acre-foot for each acre-foot consumed of the Tier 1 Penalty Allocation. Any amounts
consumed in excess of the Tier 1 Penalty Allocation were classified as Tier 2 and would be
charged a $500.00 per acre-foot penalty rate;

WHEREAS, Exhibit A, attached hereto and incorporated by reference provides a list of
Landowners owing Tier 1 Penalties (hereinafter “Landowners”) and the total amounts owed
for each Landowner;

WHEREAS, beginning in December 2021, and monthly thereafter, Landowners with
outstanding Tier 1 penalties were provided notice of the Tier 1 Penalty consumption and total
amount owed;

WHEREAS, thirty (30) days after the first invoice showing Tier 1 Penalties was sent, the Tier
1 Penalty Amounts owed were determined delinquent;

WHEREAS, pursuant to the Rules and Regulation Sections 4.07 and 5.04, Landowners are
entitled to appeal any allocation amounts, including Tier 1, and any amounts charged against
Landowners;

WHEREAS, the Board of Directors has considered all protests and appeals received from
Landowners, if any;

WHEREAS, the Board of Directors desire to take further enforcement actions to enforce the
Tier 1 Penalties against Landowners;

WHEREAS, the Board of Directors held a public hearing on April 2, 2026, pursuant to Water
Code § 10732(b)(2) to seek further enforcement actions;

WHEREAS, the Landowners were provided notice of the hearing via U.S. Mail on February
17, 2026;

WHEREAS, Landowners have been provided repeated notice of its overdraft consumption;
and



WHEREAS, the Board has considered all relevant circumstances related to groundwater
consumption in excess of the Sustainable Yield Allocation as defined in the Rules and
Regulations, including but not limited to, the nature and persistence of the violation, the extent
of harm caused by the violation, the length of time over which the violation occurred, and any
corrective action the landowner may have taken with respect to such harm.

NOW, THEREFORE, IT IS HEREBY ORDERED AND RESOLVED that, having
considered the evidence and the aforementioned factors, the Board finds as follows:

1. During Water Years 2021, 2022, 2023, 2024, and 2025 Landowners have
consumed groundwater in excess of Landowners’ Sustainable Yield Allocation for their
Property in the amounts detailed in Exhibit A.

2. Landowners’ excessive groundwater extraction as described herein has caused
harm to the agency’s ability to manage groundwater within the statutory requirements of
SGMA, and has contributed to likelihood of the GSA experiencing undesirable results which
SGMA was designed to prevent;

3. The excessive groundwater consumption has caused harm to the land within
the agency’s jurisdiction by contributing to chronic lowering of groundwater levels, reduction
of groundwater storage, degraded water quality, increased land subsidence, and depletions of
surface water;

4. A penalty in the amount attached on Exhibit A shall be imposed on
Landowners;
5. Staff'is authorized to proceed with further enforcement of the attached penalties

by filing Certificates of Lien against said Landowners with the County of Tulare Recorder’s
Office pursuant to Water Code Section 25806.

THE FOREGOING RESOLUTION was passed and adopted by the ETGSA Board of
Directors on this 2nd day of April, 2026, by the following vote:

AYES:
NOES:
ABSTAIN:

ABSENT:

Eric Borba, Chair
ATTEST:

Aubrey Mauritson, General Counsel



Certificate of Counsel

I do hereby certify that I am the Legal Counsel of the Eastern Tule Groundwater Sustainability
Agency Joint Powers Authority, a groundwater sustainability agency organized and existing under
the laws of the State of California, and that the foregoing Resolution was duly adopted by the
Board of Directors of said Agency at a meeting thereof duly and specially held in Porterville,
California on the 2™ day of April, 2026, at which meeting a quorum of the said Board of Directors
was at all times present and acting, and that said Resolution has not been rescinded or amended in
whole or any part thereof, and remains in force and effect.

IN WITNESS WHEREOF, I have signed this Certificate on this 2™ day of April, 2026, at
Porterville, California.

Aubrey Mauritson, Legal Counsel
Eastern Tule GSA



Agenda Item 5.b

RESOLUTION NO. 2026-02
OF THE BOARD OF DIRECTORS OF
THE EASTERN TULE GSA

RESOLUTION DIRECTING AND AUTHORIZING THE WINDING UP AND
DISSOLUTION OF THE EASTERN TULE GSA IN ACCORDANCE WITH THE ETGSA
JOINT POWERS AGREEMENT AND GOVERNMENT CODE SECTION 6510 ET SEQ.

RECITALS

WHEREAS, Eastern Tule Groundwater Sustainability Agency (“ETGSA”) is a California Joint
Powers Authority formed on December 6, 2016, by and between the County of Tulare, City of
Porterville, Porterville Irrigation District, Saucelito Irrigation District, Teapot Dome Water
District, Vandalia Water District, Terra Bella Irrigation District, and Kern-Tulare Water District;

WHEREAS, in or around May of 2023, Kern-Tulare Water District withdrew from ETGSA and
elected to become the exclusive GSA of the subbasin underlying its boarders;

WHEREAS, in or around July of 2024, Teapot Dome Water District and Vandalia Water District
withdrew from ETGSA and elected to become the exclusive GSA of the subbasin underlying
their respective boundaries;

WHEREAS, on or around March 18, 2025, the County of Tulare, City of Porterville, Porterville
Irrigation District (“PID”), Saucelito Irrigation District (“SID”), and Terra Bella Irrigation
District (“TBID”) (hereinafter referred to individually as “Member” and collectively as
“Members”) amended and restated the Joint Powers Agreement;

WHEREAS, on or around February 27, 2025, SID and TBID elected to become the exclusive
GSA of the subbasin underlying its boundaries;

WHEREAS, on or around June 5, 2025, PID elected to become the exclusive GSA of the
subbasin underlying its boundaries;

WHEREAS, the Department of Water Resources has acknowledged that SID, TBID, and PID are
the Exclusive GSAs of the subbasin underlying their respective boundaries;

WHEREAS, the County of Tulare and the City of Porterville have joined the Tule East GSA;

WHEREAS, the election of all of its Members to join or create other GSAs renders ETGSA
duplicitous and moot, and the Members have determined it is reasonable and necessary for
ETGSA to terminate;

WHEREAS, the Members desire to set forth ETGSA’s final obligations and direct the winding
up and dissolution of the ETGSA entity.



NOW THEREFORE, BE IT RESOLVED by the Board of Directors of ETGSA, as follows:

1. A final audit of ETGSA’s financial affairs for the time period beginning January 1, 2026,
and ending April 2, 2026, shall be conducted by Cuttone & Mastro. The Engagement Letter for
the final audit is attached hereto as Exhibit A. The Board approves and shall execute the
engagement letter concurrently with this Resolution. Cuttone & Mastro are directed to file the
finished Audit Report in accordance with Government Code Section 6505 et seq.

2. ETGSA’s legal counsel has drafted a Termination Agreement for the Members to sign,
which is attached hereto as Exhibit B. Legal Counsel is directed to give notice of said Agreement
to all Members and to obtain all necessary signatures. Upon receipt of the fully executed
Termination Agreement, Legal Counsel shall cause all necessary notices to be provided to the
California Secretary of State, the California Controller, and the Tulare County Local Agency
Formation Commission.

3. All outstanding Certificates of Lien recorded by ETGSA are hereby Assigned to Friant
Water Authority, as part of the settlement of Tulare County Case No. VCU306343, and related
cross-action(s) (the “Lawsuit”). An Assignment of Lien is attached hereto as Exhibit C. The
Board approves and shall execute the Assignment of Lien concurrently with this Resolution, and
Legal Counsel is directed to record said Assignment.

4. Terra Bella Irrigation District shall use remaining ETGSA funds to pay the administrative
expenses of dissolving and winding up the ETGSA entity, including without limitation, the costs
of accounting and legal services.

5. The uncommitted funds remaining in the ETGSA treasury following payment of
administrative costs of dissolving and winding up ETGSA shall be declared Surplus Funds.

6. Pursuant to the Settlement Agreement of the Lawsuit, the Board of Directors hereby
directs the distribution of Surplus Funds to Friant Water Authority to such account as Friant may
direct. For purposes of facilitating ETGSA’s final audit of financial affairs, said distribution shall
occur before June 30, 2026.

THE FOREGOING RESOLUTION was passed and adopted by the ETGSA
Board of Directors on this 2nd day of April 2026, by the following vote:

AYES:
NOES:
ABSTAIN:

ABSENT:

Eric Borba, Chair
ATTEST:

Aubrey Mauritson, General Counsel



Certificate of Counsel

I do hereby certify that I am the Legal Counsel of the Eastern Tule Groundwater
Sustainability Agency Joint Powers Authority, a groundwater sustainability agency
organized and existing under the laws of the State of California, and that the
foregoing Resolution was duly adopted by the Board of Directors of said Agency at
a meeting thereof duly and specially held in Porterville, California on the 2" day of
April, 2026, at which meeting a quorum of the said Board of Directors was at all
times present and acting, and that said Resolution has not been rescinded or amended
in whole or any part thereof, and remains in force and effect.

IN WITNESS WHEREOF, I have signed this Certificate on this 2™ day of April,
2026, at Porterville, California.

Aubrey Mauritson, Legal
Counsel
Eastern Tule GSA
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CERTIFIED PUBLIC ACCOUNTANTS

@CU‘H’OH@ &ITaSTro

March 19, 2026

Eastern Tule Groundwater Sustainability Agency
881 W. Morton Ave, Ste D
Porterville, CA 93257

We are pleased to confirm our understanding of the services we are to provide Eastern Tule Groundwater
Sustainability Agency (ETGSA) for the year ended June 30, 2026 (Final).

Audit Scope and Objectives

We will audit the basic financial statements of ETGSA as of and for the year ended June 30, 2026. Accounting
standards generally accepted in the United States of America (GAAS) provide for certain required supplementary
information (RSI), such as management's discussion and analysis (MD&A), to supplement ETGSA’s basic financial
statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. As part of our engagement, we
will apply certain limited procedures to ESTGSA’'s RSl in accordance with GAAS. These limited procedures will
consist of inquiries of management regarding the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We will not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance. The following RSl is required by U.S. generally accepted accounting
principles (GAAP) and will be subjected to certain limited procedures, but will not be audited:

1) Management’s Discussion and Analysis

The objectives of our audit are to obtain reasonable assurance as to whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error; issue an auditor’s report that includes our opinion
about whether your financial statements are fairly presented, in all material respects, in conformity with GAAP; and
report on the fairness of the supplementary information referred to in the second paragraph when considered in
relation to the financial statements as a whole. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will always
detect a material misstatement when it exists. Misstatements, including omissions, can arise from fraud or error and
are considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence
the judgment of a reasonable user made based on the financial statements.

Auditor’s Responsibilities for the Audit of the Financial Statements

We will conduct our audit in accordance with GAAS and will include tests of your accounting records and other
procedures we consider necessary to enable us to express such opinions. As part of an audit in accordance with
GAAS, we exercise professional judgment and maintain professional skepticism throughout the audit.

We will evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management.

We will also evaluate the overall presentation of the financial statements, including the disclosures, and determine
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation. We will plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, whether from (1) errors, (2) fraudulent financial reporting,
(3) misappropriation of assets, or (4) violations of laws or governmental regulations that are attributable to the
government or to acts by management or employees acting on behalf of the government.

7543 North Ingram, Suite 102

Fresno, California 93711
phone 559-261-4300 fax 559-261-4301




Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and
because we will not perform a detailed examination of all transactions, there is an unavoidable risk that some
material misstatements may not be detected by us, even though the audit is properly planned and performed in
accordance with GAAS. In addition, an audit is not designed to detect immaterial misstatements or violations of
laws or governmental regulations that do not have a direct and material effect on the financial statements. However,
we will inform the appropriate level of management of any material errors, fraudulent financial reporting, or
misappropriation of assets that comes to our attention. We will also inform the appropriate level of management of
any violations of laws or governmental regulations that come to our attention, unless clearly inconsequential. Our
responsibility as auditors is limited to the period covered by our audit and does not extend to any later periods for
which we are not engaged as auditors.

We will also conclude, based on the audit evidence obtained, whether there are conditions or events, considered
in the aggregate, that raise substantial doubt about the government’s ability to continue as a going concern for a
reasonable period of time.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the accounts,
tests of the physical existence of inventories, and direct confirmation of receivables and certain assets and liabilities
by correspondence with selected customers, creditors, and financial institutions. We will also request written
representations from your attorneys as part of the engagement.

Our audit of the financial statements does not relieve you of your responsibilities.
Audit Procedures—Internal Control

We will obtain an understanding of the government and its environment, including internal control relevant to the
audit, sufficient to identify and assess the risks of material misstatement of the financial statements, whether due
to error or fraud, and to design and perform audit procedures responsive to those risks and obtain evidence that is
sufficient and appropriate to provide a basis for our opinions. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentation, or the override of internal control. An audit is not designed to provide assurance on
internal control or to identify deficiencies in internal control. Accordingly, we will express no such opinion. However,
during the audit, we will communicate to management and those charged with governance internal control related
matters that are required to be communicated under AICPA professional standards.

Although planning has not concluded and modifications may be made, we have identified the following significant
risks of material misstatement as part of our audit planning:

1. The reliance on the auditor to evaluate the proper reporting of Agency’s transactions in accordance with
Governmental Generally Accepted Accounting Principles.

That related-party relationships and transactions will not be identified and disclosed.
That commitments and contingencies will not be identified and disclosed.

Management override of controls. (Significant)(Fraud)

o A~ DN

Improper revenue recognition due to fraud.
Audit Procedures—Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement,
we will perform tests of ETGSA’s compliance with the provisions of applicable laws, regulations, contracts, and
agreements. However, the objective of our audit will not be to provide an opinion on overall compliance and we will
not express such an opinion.

Other Services

We will also prepare or assist in preparing necessary adjusting journal entries, as requested by management, the
ETGSA’s Annual Report of Special Districts Financial Transaction and the financial statements of ETGSA in
conformity with accounting principles generally accepted in the United States of America based on information
provided by you.

We will perform the services in accordance with applicable professional standards. The other services are limited
to the financial statement services and other services as previously defined. We, in our sole professional judgment,



reserve the right to refuse to perform any procedure or take any action that could be construed as assuming
management responsibilities.

Responsibilities of Management for the Financial Stétements

Our audit will be conducted on the basis that you acknowledge and understand your responsibility for designing,
implementing, and maintaining internal controls relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error, including monitoring ongoing
activities; for the selection and application of accounting principles; and for the preparation and fair presentation of
the financial statements in conformity with accounting principles generally accepted in the United States of America.

Management is responsible for making drafts of financial statements, all financial records, and related information
available to us and for the accuracy and completeness of that information (including information from outside of the
general and subsidiary ledgers). You are also responsible for providing us with (1) access to all information of which
you are aware that is relevant to the preparation and fair presentation of the financial statements, such as records,
documentation, identification of all related parties and all related-party relationships and transactions, and other
matters; (2) additional information that we may request for the purpose of the audit; and (3) unrestricted access to
persons within the government from whom we determine it necessary to obtain audit evidence. At the conclusion
of our audit, we will require certain written representations from you about the financial statements and related
matters.

Your responsibilities include adjusting the financial statements to correct material misstatements and confirming to
us in the management representation letter that the effects of any uncorrected misstatements aggregated by us
during the current engagement and pertaining to the latest period presented are immaterial, both individually and
in the aggregate, to the financial statements of each opinion unit taken as a whole.

You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and
for informing us about all known or suspected fraud affecting the government involving (1) management, (2)
employees who have significant roles in internal control, and (3) others where the fraud could have a material effect
on the financial statements. Your responsibilities include informing us of your knowledge of any allegations of fraud
or suspected fraud affecting the government received in communications from employees, former employees,
grantors, regulators, or others. In addition, you are responsible for identifying and ensuring that the government
complies with applicable laws and regulations.

You are responsible for the preparation of the supplementary information in conformity with accounting principles
generally accepted in the United States of America. You agree to include our report on the supplementary
information in any document that contains, and indicates that we have reported on, the supplementary information.
You also agree to include the audited financial statements with any presentation of the supplementary information
that includes our report thereon. Your responsibilities include acknowledging to us in the representation letter that
(1) you are responsible for presentation of the supplementary information in accordance with GAAP; (2) you believe
the supplementary information, including its form and content, is fairly presented in accordance with GAAP; (3) the
methods of measurement or presentation have not changed from those used in the prior period (or, if they have
changed, the reasons for such changes); and (4) you have disclosed to us any significant assumptions or
interpretations underlying the measurement or presentation of the supplementary information.

You agree to assume all management responsibilities for the financial statement preparation services and any other
nonattest services we provide; oversee the services by designating an individual, preferably from senior
management, with suitable skill, knowledge, or experience; evaluate the adequacy and results of the services; and
accept responsibility for them.

Engagement Administration, Fees, and Other

We understand that your employees will prepare all cash, accounts receivable, or other confirmations we request
and will locate any documents selected by us for testing.

The audit documentation for this engagement is the property of Cuttone & Mastro CPA’s and constitutes confidential
information. However, subject to applicable laws and regulations, audit documentation and appropriate individuals
will be made available upon request and in a timely manner to State Controller or its designee. We will notify you
of any such request. If requested, access to such audit documentation will be provided under the supervision of
Cuttone & Mastro CPA’s personnel. Furthermore, upon request, we may provide copies of selected audit
documentation to State Controller or its designee. The State Controller or its designee may intend or decide to
distribute the copies or information contained therein to others, including other governmental agencies.




Joseph P. Mastro is the engagement partner and is responsible for supervising the engagement and signing the
report or authorizing another individual to sign it.

Our fee for services will be at our standard hourly rates plus out-of-pocket costs (such as report reproduction, word
processing, postage, travel, copies, telephone, etc.) and we estimate that our fee for the audit will range from
$18,000 to $20,000 and $500 for the preparation of the Special Districts Financial Transaction Report. Our standard
hourly rates vary according to the degree of responsibility involved and the experience level of the personnel
assigned to your audit. Our invoices for these fees will be rendered each month as work progresses and are payable
on presentation. In accordance with our firm policies, work may be suspended if your account becomes 45 days or
more overdue and may not be resumed until your account is paid in full. If we elect to terminate our services for
nonpayment, our engagement will be deemed to have been completed upon written notification of termination, even
if we have not completed our report. You will be obligated to compensate us for all time expended and to reimburse
us for all out-of-pocket costs through the date of termination. The above fee is based on anticipated cooperation
from your personnel and the assumption that unexpected circumstances will not be encountered during the audit.
If significant additional time is necessary, we will discuss it with you and arrive at a new fee estimate before we
incur the additional costs.

Reporting

We will issue a written report upon completion of our audit of ETGSA’s financial statements. Our report will be
addressed to the Board of Directors of ETGSA. Circumstances may arise in which our report may differ from its
expected form and content based on the results of our audit. Depending on the nature of these circumstances, it
may be necessary for us to modify our opinions or add an emphasis-of-matter or other-matter paragraph to our
auditor’s report, or if necessary, withdraw from this engagement. If our opinions are other than unmodified, we will
discuss the reasons with you in advance. If, for any reason, we are unable to complete the audit or are unable to
form or have not formed opinions, we may decline to express opinions or withdraw from this engagement.

We appreciate the opportunity to be of service to ETGSA and believe this letter accurately summarizes the
significant terms of our engagement. If you have any questions, please let us know. If you agree with the terms of
our engagement as described in this letter, please sign the attached copy and return it to us.

Very truly yours,

dewspd P Plostoe

Joseph P. Mastro, CPA
Of Cuttone & Mastro CPAs

RESPONSE:
This letter correctly sets forth the understanding of Eastern Tule Groundwater Sustainability Agency.

Management signature:

Title:

Date:

Governance signature:

Title:

Date:
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TERMINATION AGREEMENT

This Termination Agreement (“Agreement”) is made effective April 2, 2026, by and between the
County of Tulare (“County”), City of Porterville (“City”), Porterville Irrigation District (“PID”),
Saucelito Irrigation District (“SID”), and Terra Bella Irrigation District (“TBID”). The parties to
this Agreement may be referred to herein individually as a “Member” and collectively as
“Members.”

RECITALS

WHEREAS, on December 6, 2016, the Members formed the Joint Powers Authority known as
Eastern Tule Groundwater Sustainability Agency (“ETGSA”); and

WHEREAS, on March 18, 2025, the Members Amended and Restated the Agreement to Form a
Joint Powers Authority;

WHEREAS, on or around February 27, 2025, SID and TBID elected to become the exclusive
GSA of the subbasin underlying its boundaries;

WHEREAS, on or around June 5, 2025, PID elected to become the exclusive GSA of the
subbasin underlying its boundaries;

WHEREAS, the Department of Water Resources has acknowledged that SID, TBID, and PID are
the Exclusive GSAs of the subbasin underlying their respective boundaries;

WHEREAS, the County of Tulare and City of Porterville have joined the Tule East GSA;

WHEREAS, the election of all of its Members to become the exclusive GSA portions of the Tule
Subbasin renders ETGSA duplicitous and moot, and the Members have determined it is
reasonable and necessary for ETGSA to terminate;

WHEREAS, California Government Code Section 6510 provides that a joint powers agreement
may provide for the method by which it may be terminated;

WHEREAS, Section 8.02 of the Agreement to Form a Joint Powers Authority provides that the
ETGSA may be terminated by unanimous written consent of all Members;

WHEREAS, the Members hereby desire to consent to and direct the termination, winding up,
and dissolution of the ETGSA on the following terms and conditions.

NOW THEREFORE, the Members agree as follows:

1. Termination. Pursuant to Government Code 6510 and Section 8.02 of the Agreement to
Form a Joint Powers Authority, the Members hereby agree that the ETGSA shall terminate as of
the date of this Agreement.

2. Winding Up. The Board of Directors of the ETGSA has passed a Resolution directing
the winding up of ETGSA’s affairs, including the performance of a final audit, assignment of all
outstanding Certificates of Lien, pre-payment of administrative expenses, and distribution of any
surplus funds. A true and correct copy of Resolution 2026-02 is attached hereto as Exhibit A and
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incorporated by reference. The Members shall take all actions necessary to effectuate the terms
of the Resolution. The Members hereby appoint Sean Geivet as the individual responsible for
ensuring all winding up is final and complete.

3. Unforeseen Costs of Dissolution. Should the administrative cost of winding up ETGSA
exceed the amounts that ETGSA has prepaid and set aside for such expenses, the Members shall
be authorized to pay such expenses in equal shares.

4. Surplus Pre-Payments. If funds advanced to third parties by ETGSA for its dissolution
and winding up (such as accounting and legal fees) are unspent, such unspent funds shall be
distributed to Friant Water Authority.

5. Records. All records regarding ETGSA’s formation, existence, operations, obligations
incurred by it and proceedings pertaining to its termination will be archived and stored by Terra
Bella Irrigation District for a period of six (6) years following the date of this Agreement. Terra
Bella Irrigation District has agreed to serve as a depository only and with Members agree that it
shall have no ongoing obligations with respect to the maintenance of such records following
dissolution.

6. Future Claims. In the event that any third party makes a claim against ETGSA following
its termination, the provisions of Section 9.02 of the JPA Agreement shall apply.

7. Notices. Notices and other communications hereunder shall be sufficient if delivered to
the clerk or secretary of the governing body of each Member.

8. Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed an original and all of which when taken together shall constitute one and
the same instrument. Signatures may be delivered electronically and shall be binding upon the
Members as if they were originals.

9. Mutual Cooperation; Further Actions and Instruments. Each of the Members shall
cooperate with and provide reasonable assistance to the other to the extent contemplated
hereunder in the performance of all obligations under this Agreement and the satisfaction of the
conditions of this Agreement. Each Member agrees to perform any further acts and to execute
and deliver any documents which may be reasonably necessary to carry out the provisions of this
Agreement.

10. Waiver. No delay or omission in the exercise of any right or remedy of a non- defaulting
party on any default shall impair such right or remedy or be construed as a waiver. Either parties’
consent or approval of any act by the other party requiring its consent or approval shall not be
deemed to waive or render unnecessary its consent to or approval of any subsequent act of the
other party. Any waiver by either party of any default must be in writing and shall not be a
waiver of any other default concerning the same or any other provision of this Agreement.

11. Severability. In the event that any one or more of the phrases, sentences, clauses,
paragraphs, or sections contained in this Agreement shall be declared invalid or unenforceable by
a valid judgment or decree of a court of competent jurisdiction, such invalidity or
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unenforceability shall not affect any of the remaining phrases, sentences, clauses, paragraphs, or
sections of this Agreement which are hereby declared as severable and shall be interpreted to
carry out the intent of the parties hereunder.

12. Controlling Law. This agreement is made in the state, under the constitution and laws of
the State of California and is to be construed as a contract made and to be performed in the State
of California.

13. Binding Effect. The terms of this Agreement shall inure to the benefit of, and shall be
binding upon, each of the Members and their respective successors and assigns.

IN WITNESS WHEREQOF, the parties hereto have caused this Agreement to be executed as
of the date set forth above.

COUNTY OF TULARE CITY OF PORTERVILLE

By: By:

PORTERVILLE IRRIGATION DISTRICT
SAUCELITO IRRIGATION DISTRICT

By: By:

TERRA BELLA IRRIGATION DISTRICT
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Recording Requested by, and
when recorded mail to:

FRIANT WATER AUTHORITY

854 N. Harvard Ave.
Lindsay, CA 93247

N N N N N N N N N

SPACE ABOVE THIS LINE FOR RECORDER’S USE

ASSIGNMENT OF INTEREST
IN
CERTIFICATES OF LIEN FOR UNPAID CHARGES

FOR VALUE RECEIVED, the undersigned, EASTERN TULE GROUNDWATER
SUSTAINABILITY AGENCY (“Assignor”™), hereby grants, assigns, and transfers to FRIANT
WATER AUTHORITY (“Assignee”) all of Assignor’s right, title, and beneficial interest in and
to those certain Certificates of Lien for Unpaid Charges identified more particularly in Exhibit 1,
attached hereto, together with all rights to the money due and to become due thereon with
interest, and all rights accrued or to accrue under said Certificates of Lien.

All inquiries, demands, and payments related to the attached Certificates of Lien shall be made
and directed to Friant Water Authority, 854 N. Harvard Ave., Lindsay, CA 93247.

IN WITNESS WHEREOF, the undersigned has executed this Assignment of Interest in
Certificate of Lien for Unpaid Charges this 2nd day of April, 2026.

PUBLIC AGENCY: NO FEE

This is to certify that the recordation of this document is being requested by Eastern Tule
Groundwater Sustainability Agency, a governmental entity of the State of California, and is
exempt from recording fees under Government Code §§ 27361, 27383.

Dated: April 2, 2026 EASTERN TULE GROUNDWATER
SUSTAINABILITY AGENCY

By:

Dennis Townsend, Chairman
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