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Dear Preserve Community Member,

The Santa Lucia Community Services District (CSD) has begun engaging the
community, through various communications and presentations, on the need to
undertake two major decisions before the end of the year. The first is whether to reset
our 5-Year Plan in 2025. The existing 5-year plan has one remaining year. However,
over the past 4 years our reserve has dropped nearly 50% from $4.5M to $2.5M as a
result of operating expenses and capital costs significantly exceeding the District’s
projections. The reserve will be further eroded if we continue with the existing plan. The
second major decision we must make is whether to begin major repairs of our aging 43
miles of roadway.

The CSD board has chosen to put these two decisions to separate elections in 2025. The
first election, which I will focus on in this communication, will be whether to renew the
5-year plan and revised Property Related Fees one year early. Following official
notification of the 45-day protest period, which accompanies this mailing, the District
will provide election notices to owners to begin the balloting process. Should the
initiative pass, the tax roll will be updated with the new annual fee increases appearing
on the November 1, 2025 property tax bill.

History:

The CSD was formed in 1998 as a special district to provide essential services within its
sphere of influence, The Santa Lucia Preserve. The CSD’s mission is to provide the Santa
Lucia Preserve Community with services related to water, wastewater treatment and
collection, road and drainage maintenance, security and broadband, fire fuels and trail
management, and trash removal. As a public agency, the CSD is governed by California
state law and in particular, Community Services District Law, Cal. Gov’t Code Section
61600. The CSD generates the revenue to fund its services not through a share of your
property tax (as the District receives none) but instead through property related fees
levied upon approximately 316 parcels on the Santa Lucia Preserve. The fee structure is
recommended by the CSD Board and approved by the voters in a continuous five-year
cycle.



The CSD Financial Model: Past and Future:

Approximately 87% of our revenues derive from property fees/assessments. The balance
comes from specific incidental fees (e.g. mowing). The CSD budget model for the past
two 5-year plans has been based on a 4% annual increase in Property Related Fees for
Water, Wastewater, Roads & Drainage, and Security & Gates. The model has also called
for a 3.5% annual increase in the Operating Budget, thereby generating a surplus to
protect a district reserve for extraordinary capital projects. This model proved viable
from 2016 until 2021 but failed to keep up with the steadily increasing costs of goods,
services, and capital during FY22-24. During this 3-year timeframe, the CSD operating
budget grew by an average of 4.8% year over year, and capital requirements outpaced
the annual budget surplus by approximately $650k/year, resulting in a drawdown of the
reserves by $2M (unrestricted net position per 2024 audit was $2,501,958).

Examples of commodity price increases that have driven the higher than planned
operating expenses from FY2020-2024 are listed below.

e Insurance: 202% increase since 2020

e PG&E Utilities: 63.2% increase since 2020

e Tires: 55.2% increase since 2020

e Fuel: 14.9% increase since 2020 (FY21-22 exhibited a 45% price increase)

e Water Treatment Chemicals: 82% increase in 2024

e Well Drilling: 200% increase in cost from $150K per well to over $300K per well
e Road Paving: 53% increase since 2020

Growth of the Community and Aging Infrastructure:

The Preserve community is approaching the 50% build-out milestone this year. With 30
homes currently under construction and another 20 in the DRB process, the load on our
infrastructure in the next 24-36 months will increase markedly (mostly in the Water and
Wastewater departments). Also, and not surprisingly, the infrastructure backbone of the
Preserve is aging. Our road network is 25+ years old, and our in-ground water
infrastructure is 18-25 years old. The need for repairs and maintenance, as well as
capital improvements, will continue to be necessary in future years. This is a certainty.
Our capital and replacements spending has averaged approximately $1.48 million per
year since 2020, or a total of $8.2 million since FY2020. This includes approximately
$2 million spent on the construction of the new Potrero water treatment plant, and
multiple wells drilled in 2022.

FY 2025 through FY 2030 Projections:

Our projections for the upcoming five years appear below. Please note the CSD board is
recommending the property related fees increase from 4% under the current plan up to
a maximum of 7% each year for the next 5 years (to begin in fiscal 2025). To be clear, if
the reserves can be protected with an annual property fee increase of less than 7%, the
CSD board will approve a lower increase. However, the CSD board does not have to



seek approval from the community for any annual increase at or below 7%. Our
projections assume that this increase is approved by the voters.

The key drivers of our plan are the following:

e Property-related fee revenue will increase at a maximum of 7% per year and we
hope to hold operating expenses to a maximum increase of 4% per year. This will
generate an average annual operating surplus of $282,000 per year (after capital
spending) to replenish our depleted financial reserve fund.

e To provide for upcoming capital spending, we will establish an annual Capital
Improvement Program (CIP) within the annual budget. This CIP budget for the
FY25-30 timeframe will average $750,000 per year. Capital spending will not
exceed this limit except in an infrastructure emergency where the CSD Board
authorizes access to the reserve funds.

e Preserve-wide salary increases will continue at CPI, or approximately 3.5%/year.

e Staffing will remain generally flat, with some growth potential in the Water
Department when the new Potrero Treatment Plant comes online.

e The current New Corporation Yard loan will be paid off by FY2029 ($159,000 per
year recouped).

e Solar projects in 2026 will begin offset of PG&E utilities costs beginning in 2026.

e Reserves will remain relatively flat at $2M through year 3 and grow to
approximately $2.9M by 2030.

Current & Projected 5-Year Plan Fee Schedules:

The fee rates proposed and shown below were set by dividing the parcels in the CSD into
three classes, (i) Estate Residential, (ii) Employee Residential, and (iii) Club. Fees are
distributed amongst these three classes of parcels based on structural square footage
(using the actual square footage of construction on the Club parcels, assuming that each
of the 297 Estate Residential parcels would include a home averaging 6,500 square feet,
and assuming the 12 Employee Residential parcels would be collectively improved with
44 dwellings averaging 1,100 square feet each). Please note that the total proposed fee
consists of a base fee for Water, Roads & Drainage, and Security/Gates and an
additional Wastewater fee depending on whether the property uses sewer or septic. A
detailed breakdown by property fee is included in the attached Notice of Protest
Hearing.

The proposed fees, if approved, would be subject to the following maximum rates per
parcel, but need not be budgeted to these 7% increased levels:



Consolidated Property Fees for Current FYE 2025 and FYE 2026- 2030 as Proposed

CSD Property related fee (as proposed) for Residential on SEWER

Land Use Classification FYE2025 FYE2026 FYE2027 FYE2028 FYE2029 FYE 2030
Estate Residential $24,888.31 $26,630.49 $28,494.63 $30,489.25 $32,623.50 $34,907.14

CSD Property related fee (as proposed) for Residential on SEPTIC

Land Use Classification FYE 2025 FYE2026 FYE2027 FYE2028 FYE2029 FYE 2030
Estate Residential $22.,360.70 $23,925.95 $25,600.77 $27,392.82 $20,310.32 $31,362.04
*Septic Fee applied upon installation

NEXT STEPS:

The CSD, in consultation with our municipal counsel, will commence the election process with
the official mailed notification of the 45-day protest period, which is included in this mailing. In
the absence of a majority protest, the CSD board will call for an election and balloting process to
occur to either vote in the new Property Related Fee structure or reject it. The proposed
schedule and calendar dates for 2025 are:

5-Year Plan Election: (Dates are Tentative based on Board Member availability)

February 22,2025  ~ Hold Town Hall- (Complete)

March 17, 2025 ~ Mail Notice of Protest Period to Parcel Owners

April 30, 2025 ~ Hold Protest Hearing

April 30, 2025 ~ Mail Ballots (If no majority protest is tabulated)

June 14, 2025 ~ Hold Board Meeting to validate the election results

August 1, 2025 ~ Update County Tax Roll (increases will be on November 1, 2025 tax bill)

If you have any questions, please contact the CSD at csd@santaluciapreserve.com.



