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ANNUAL REPORTING 
NOTE: This annual report covers three different and overlapping reporting periods during 2006 based on the three categories 
of information, specifically: 
• Calendar Year- Used to report Agency management activities and highlights. 
• Fiscal Year - (July 1, 2005 to June 30, 2006) used to report financial information. 
• Water Year - (Oct 1, 2005 to Sept 31, 2006) used to report basin conditions (water levels, stream-flow, rainfall, water quality, etc).

2006 -- ACTIVITIES AND HIGHLIGHTS -- 2006 
 
 
Proposition 50- Planning Grant.  Progress continued on developing an Integrated Regional Water Management Plan 
(IRWMP).  Started in 2004, the cooperative effort with the Santa Clara Valley and San Benito County water districts is 
funded by a $500,000 State Proposition 50 grant awarded in early 2005. A key goal for the Agency is to study regional 
approaches to help secure an imported water supply. During 2006, three public stakeholder meetings were held in August, 
September and December. Outreach to a wide range of stakeholders resulted in four regional goals and twenty-two 
objectives.  A list of nearly 100 water projects, proposed by the stakeholders, was then scored and ranked against the 
objectives. Adoption of the Final IRWMP is scheduled for May 2007.   
 
Proposition 50- Implementation Grant. On a parallel track to the planning process described above, the Agency was 
notified in early 2006 that the Proposition 50 Implementation Grant application was ranked as one of the top sixteen 
implementation grant applications statewide. The application requested a total of $25 million in funding for eight 
“immediate-term” projects in the watershed that were ready to proceed. The Phase II application was filed in June and 
included the Agency’s Coastal Distribution System (CDS) and the Recycled Water Project (with the City of Watsonville). 
In mid November the Agency was notified that it was one of just seven applications statewide to be awarded the grant. $25 
million was awarded for the eight projects, with the PVWMA receiving $11.4 million for two projects ($7 million and $4.4 
million for the CDS and Recycling projects, respectively). 
 
Public Outreach and Water Conservation. In July the Agency’s new website was launched with all the content developed 
and produced by Agency staff. Agency staff also took over the production of the quarterly newsletters and press releases.  In 
May and September, the Agency continued ongoing collaboration with local water districts and the City of Watsonville for 
Water Awareness Month and educational displays at the Santa Cruz County Fair. Agricultural conservation efforts included 
promoting mobile labs, demonstration projects and direct outreach to the agricultural community. 
 
Litigation.  In May, the State Appellate Court heard oral arguments on the Agency’s Validation Action and a favorable 
decision upholding all aspects of the trial court decision was issued in July. However just a few days later, the Appellate 
Court agreed to reconsider the case due to a new State Supreme Court decision on the “Bighorn case” which had been 
issued just prior to the issuance of the Appellate Court’s decision. By the end of 2006 the parties were developing briefs to 
submit to the Appellate Court. Background: the Agency’s Validation Action was a suit filed in July 2003 by the PVWMA 
against “All Interested Parties” to consolidate multiple lawsuits regarding the increases in groundwater pumping fees 
(augmentation fees) under one case.  The trial hearing was held in February 2004 and decided in favor of the Agency in 
May 2004.  The case was appealed and the resulting appellate case was briefed during 2005 and heard in May 2006 as 
described above. 
 
Agency Management and Directorship. Mary Bannister served as Interim General Manager from October 2005 until 
March 2006 when Bruce Laclergue began as the Agency’s new General Manager. In April, Marc Cervantes began serving 
as the appointed Director representing Santa Cruz County. In May, Gwen Carrol resigned from the Board of Directors and 
in June Dennis Osmer was appointed by the Board of Directors for remainder of her term.  In the November 2006 elections, 
Director Osmer was elected to fill the Division C seat and Director Warren Koening was elected to fill the Division A seat 
vacated by outgoing Director Ralph Miljanich. 
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2006 -- BASIN MANAGEMENT ACTIVITIES -- 2006 

The PVWMA’s enabling act requires the Agency to report annually on basin management activities and whether any
pumping restrictions were imposed during the year. This annual report summarizes the activities, finances and water monitoring
data for the PVWMA during 2006. This report does not replace the “State of the Basin Report” which summarizes the ground water
supplies and conditions in the Pajaro Valley Basin as required per Section 124-506 of the Agency Act.  The State of the Basin Report
and the annual Water Resources Report are available separately. The Agency has the authority to manage and restrict the use of
groundwater within the basin and impose fees for management.  The Agency does not directly regulate the day-to-day operations of
local water systems or provide potable water to users. 

Pumping Restrictions. No pumping restrictions have been imposed since the Agency’s formation in 1984.   
 
Continued Implementation of Basin Management Plan.  Overall, the 2002 Revised Basin Management Plan (BMP) 
remained the guiding document for the Agency’s activities and programs.  During 2006, the primary focus was on funding 
and implementing two key capital projects; specifically the Watsonville Area Water Recycling Project and the Monterey 
County portions of the Coastal Distribution System. The Agency also evaluated additional water supplies, including 
imported water, primarily through the IRWMP process.  
 
2006-07 Construction Program.  Major milestones where achieved for two key BMP projects needed to expand the 
deliveries of replacement water supplies to the most intruded areas of the basin. When these two new projects are 
completed, 4,000 acre-feet per year (AFY) of recycled water will be combined with 3,000 AFY of blending water from 
groundwater wells and the existing Harkins Slough project.  The 4,000 AFY of recycled water is considered “new” water 
since it otherwise would be discharged into the Monterey Bay Sanctuary.  The Recycling Project together with the Harkins 
Slough Project will provide about one-quarter of the total basin-wide solution. 
 
• Recycled Water Project. The Watsonville Area Water Recycling Project (Recycling Project) is being built in 

cooperation with the City of Watsonville.  This first phase of the project will produce 4,000 acre-feet of recycled water 
each year. The recycled water is to be delivered to coastal growers via the CDS project (see below) as a replacement 
supply in-lieu of pumping groundwater in the intruded areas of the aquifer. In March and April, the project received 
final permit approvals from the California Coastal Commission and the Santa Cruz County Board of Supervisors, 
respectively. The engineering designs were completed and a responsive construction bid from Anderson Pacific 
Engineering was received in September. Following the negotiation of the bid documents between the PVWMA and the 
City, the City awarded the contract and authorized construction in November. 

• Coastal Distribution System (CDS).  On a parallel path to the Recycling Project, the final engineering design of the 
second phase of the CDS was also completed in 2006.  A responsive construction bid from Mountain Cascade Inc. was 
received in October and the construction contract was awarded in November. The second phase of the CDS will 
construct additional pipelines to deliver water (from the Recycling Project and blend sources) to coastal farms on the 
Monterey County side of the Pajaro River. The first phase of the CDS has been serving the Beach Road area since 2002. 

 
Basin Groundwater Model Update Continued.  In September 2005 the Agency entered into a contract with the US 
Geological Survey (USGS) to update the Agency’s basin groundwater computer model. The previous model was developed 
in 1998. The new model will be a powerful tool to enhance management of the basin and predict how projects, pumping 
patterns and droughts will influence groundwater levels and seawater intrusion.    During 2006 the strengths and weaknesses 
of 1998 model was assessed and direction on how to proceed with the new model was given. Assembling a vast amount of 
surface and groundwater data to use in the new model is an ongoing task. A Technical Advisory Committee met four times 
in 2005-06 to provide a peer-review process for the complex, three-year effort which should be finished in late 2008. 
 
Harkins Slough Project Permit Conditions Expanded.  The Harkins Slough Project completed its third full year 
of operation, and diverted 960 acre-feet from the slough to the percolation basin near Dairy Road. Two 
supplemental wells located south of Beach road, are also connected to the distribution system to augment water 
provided by the Agency’s 10 recovery wells surrounding the percolation basin. Agency staff collected water 
quality data for four years and in early 2006 submitted monitoring and mitigation reports required by state 
agencies. These compliance efforts now allow the Agency to divert up to 2,000 AF each year if sufficient runoff 
is occurring in the slough. 
____________________________________________________________________________________________________________________________ 

PAJARO VALLEY WATER MANAGEMENT AGENCY                                                                                                      ANNUAL REPORT -2006 

http://www.pvwma.dst.ca.us/basin_management_plan/bmp_documents.shtml
http://www.pvwma.dst.ca.us/project_planning/projects_irwmp.shtml
http://www.pvwma.dst.ca.us/basin_management_plan/bmp_project_map.shtml
http://www.pvwma.dst.ca.us/project_planning/projects_recycling.shtml
http://www.pvwma.dst.ca.us/project_planning/projects_cds_06-07.shtml
http://www.pvwma.dst.ca.us/basin_management_plan/harkins_slough.shtml
http://www.pvwma.dst.ca.us/project_operations/proj_ops_quality.shtml
http://www.pvwma.dst.ca.us/about_pvwma/agency_act.shtml


Summary of Basin Conditions for Water Year 2005-06 
 
SUMMARY 
The Pajaro Valley Groundwater Basin remains in significant, chronic overdraft with continuing seawater intrusion and 
groundwater storage depletion. Seawater intrusion continues to replace fresh groundwater near the coast causing a loss of 
effective (fresh groundwater) storage. Groundwater elevations at the coast remain below sea-level all year.    Currently, 
nearly half of the groundwater within the basin is below sea-level for the entire year and nearly two-thirds of the basin is 
below sea-level during the fall.  Therefore, further intrusion is expected until groundwater levels near the coast are restored.  
These conditions are occurring despite a long-term trend of higher than average rainfall. The decline in groundwater in 
storage at inland locations makes the basin vulnerable to the next drought cycle and to further advancement of the seawater 
intrusion front. Hydrological studies indicate pronounced movement of seawater interface during droughts. Declining 
groundwater quality continues to be a significant issue for chlorides, nitrates, TDS and possibly boron. Streams within the 
basin’s groundwater recharge area (Forebay 
Zone) commonly exceed drinking water 
standards for these contaminants during the 
summer and fall months.  
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RAINFALL AND STREAMFLOW 
The basin’s groundwater supply is dependent 
on rainfall.  Comparisons of rainfall and 
groundwater levels show a clear relationship 
to both single-year and multiple-year rainfall 
patterns. Direct recharge occurs from 
percolating rainfall.  Indirect recharge occurs 
from infiltration from beneath local 
streambeds. Rainfall across the larger (1,200 
square mile) inland watershed also impacts 
the basin since some recharge also occurs 
from the Pajaro Riverwhere it enters the 

Pajaro Valley (San Juan Road area).   
 
Rainfall directly impacts two local surface 
water supplies.  The City of Watsonville has 
Pre-1914 water rights to divert streamflows 
from Corralitos Creek and Browns Valley 
Creek. The City diverts and treats an average 
of 1,000 AFY but has rights for up to 2,400 
AFY. The second project is the Agency’s 
Harkins Slough Project.  Since start of 
operations in 2002, the Agency has had water 
rights to deliver up to 800 AFY from Harkins 
Slough (increased to 2,000 AFY in 2006). 
This water is diverted from the slough, 
filtered, pumped to a recharge basin, 
extracted (recovered) and then delivered 
directly to farms for i

The average annual rainfall in Wastonville is 21.9 inches over a 125-year
record period.  In 2005-06, 32.4 inches fell or 150% of average. Three drought
periods shown on the graph are: 1942-1950, 1975-1977 and 1987-1993. 

rrigation.  
 
Rainfall amounts directly impact both surface 
water operations since neither project can 
divert water right after large storms due to the 
high turbidity in the runoff, which prevents 
adequate filtration.  

The average annual flows through the Pajaro River are 121,400 acre-feet per
year.  In 2005-06, the flow rate was 191,200 AF or 158% of average.  
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GROUNDWATER LEVELS 
Agency staff tracks groundwater levels in 
approximately 150 wells throughout the basin. 
During a typical year, groundwater levels are the 
highest in the spring due to a combination of 
rain/stream percolation and reduced farm 
irrigation.  Groundwater pumping increases 
throughout the summer and into the fall causing 
water levels to be at their lowest in late fall. 
 
Ground water levels below sea level create a 
landward gradient allowing seawater intrusion.  
Simply keeping inland water levels at sea-level 
will not prevent intrusion since seawater is 
denser than groundwater and can still push 
inland even if water levels are equal. Long-term 
rates of seawater intrusion range from 130 feet 
per year in the San Andreas Terrace area to 230 
feet per year at the Pajaro River mouth. 
 
During 2006, significant portions of the 
basin’s groundwater remained below sea-
level all year. In April, when water levels were 
highest, 31,000 acres or 44% of the Pajaro 
Valley basin had ground water levels at or 
below sea level, and in September these 
numbers rose to 42,600 acres or 60% of the 
basin was at or below sea level.  Water levels 
rose again from 2005 to 2006, as was the case 
the previous year. This is due to a combination 
of wetter than average winters and two rainfall 
seasons that extended late into the spring, likely 
reducing irrigation demands. 

____________________________________________________________________________________________________________________________ 

 
Longer-term trends. The amount of 
groundwater in storage continues to decline. 
Over the last 50 years inland water levels have 
fallen over 100 feet in some locations despite 
higher than average rainfall over the same 
period. Inland water levels are now only 10-20 
feet above sea-level. Agency hydrologists are 
especially concerned that the basin remains 
vulnerable to the next drought cycle. An 
analysis of a 5-year drought (1987 to 1992), 
shows that the water levels fell significantly and 
did not fully recover. Starting with even less 
groundwater in storage, a similar drought cycle 
would cause water levels to fall farther below 
sea-level or a larger area of the basin. The basin 
may not be able to recover because groundwater 
flow from higher inland areas has been reduced.  
The combination of these conditions could 
accelerate the landward progression of the 
seawater intrusion front. 
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AUDITED FINANCIAL INFORMATION – FISCAL YEAR 2005-06 
Each year, the final financial statements are audited by an independent, certified public accounting firm prior to acceptance 
by the Agency Board of Directors.  Like most governmental agencies, the PVWMA’s funds are reported using the 
“modified accrual basis” of accounting, which measures cash and other assets that can readily be converted to cash. This 
allows a better evaluation of an agency’s near-term financing.  
 
Of the eleven general categories below, the grants, loans and construction categories have the greatest variability from year 
to year. Variability in the grant and loan categories is caused by a range of funding sources (various Federal and/or State 
agencies) and because they are often lump-sum awards.  Grants and loans are used to pay for project design, management 
and construction. However, because the receipt of the grants and loans often precede the year(s) when the project 
construction costs are actually incurred, the Agency temporarily accrues relatively large reserves as was the case during FYs 
2004-05-06. Expenditures will increase and reserves will decrease significantly as the CDS and Recycling Projects are built 
in 2007. 

The total net assets of the Agency exceeded 
liabilities by $25.7 million. Of this, $22 million 
may be used to meet the Agency's ongoing 
obligations to citizens, creditors and for further 
implementation of the Revised BMP. The 
Agency's net assets increased by $5.6 million 
during the fiscal year. Early in the fiscal year, the 
State of California Department of Water 
Resources awarded the Agency up to $23 million 
in grants and a $5 million low-interest loan to 
reimburse construction costs for BMP projects.  

Revenue Sources Dollars %
Management Fees $357,200 2.2%
Augmentation Charges $8,370,434 52.1%
Delivered Water $173,392 1.1%
Grants $1,092,102 6.8%
Interest & Other Income $370,070 2.3%
Loans $5,697,353   35.5% 

Totals $16,060,551 100.0

 

____________________________________________________________________________________________________________________________ 

 

Expenditures Dollars % 
Construction of Projects $2,100,146 28.7%
Conservation $10,657 0.1%
Basin Management $2,029,508 27.7%
Debt Service $2,786,622 38.0%
Administration $400,328 5.5%

Totals $7,327,261 100.0%

The Agency continued the implementation of the 
Revised Basin Management Plan and increased 
expenditures for construction projects in progress 
by $1.79 million. The Accelerated Pipeline 
Project was completed and $8.39 million was 
transferred out of construction-in-progress and 
into fixed assets.  
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PROJECTED BUDGET: FISCAL YEAR 2006-2007 
In May 2006 the PVWMA Board of Directors approved the budget for Fiscal Year 2006-07 (July 1, 2006 to June 30, 2007).  
The PVWMA uses “fund accounting” to track revenues and expenses.  There are four funds: (1) The General Fund, which 
accounts for Management Fees and general administrative expenses.  (2) The Special Revenue Fund, which receives 
revenue through Augmentation Charges are used for paying the costs of purchasing, capturing, storing and distributing 
supplemental water.  (3) The Capital Projects Fund, which accounts for proceeds from debt issuances, loans and 
construction grants.  Expenses in the Capital Projects Fund are for construction of projects outlined in the Revised 2002 
Basin Management Plan. (4) The Debt Service Fund, which tracks interest and principal payments on bonds and loans. 

 
The budget is created based on a combination of actual amounts available, projections and estimations.  This budget was 
prepared using the Augmentation Charge of $160 per acre-foot for groundwater and the Delivered Water Charge of $262 
per acre-foot for project water.  Total billed consumption for the budget period is projected to be 53,000 acre-feet.  
Management Fees are charged to each parcel ($18 for residential and $20 for commercial) within the Agency’s boundaries.   
 
This budget projects that the Agency will receive a $6,000,000 Department of Water Resources grant.  Significant 
expenditures include the construction of additional Coastal Distribution System pipelines, new monitoring wells and 
continued groundwater model development in conjunction with the United States Geological Service.  One revised field 
staff position is budgeted in the Technical Division.  An additional vehicle is also budgeted for the additional field staff.   
 
The budget results in a debt coverage ratio of 2.17, well above the 1.25 required by the existing Certificates of Participation.   
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ABOUT US 
 

____________________________________________________________________________________________________________________________ 

About the PVWMA 
The Agency was established by State Charter and a special 
local election in 1984. The Agency’s boundaries are based on 
the groundwater basin as defined by the State Department of 
Water Resources.  The total area is 110 square miles in size, or 
about 70,000 acres. 
 
Board of Directors 
The PVWMA is governed by a seven-member Board of 
Directors who must live, and be registered voters, within the 
Agency boundaries.  Four of the seven directors are directly 
elected by voters within their Division for overlapping terms of 
four years each (see map).  The remaining three directors are 
separately appointed by Monterey County, Santa Cruz County 
and the City of Watsonville.  Appointed directors serve two-year 
terms and must derive at least 51% of their net income from 
agriculture.   
 
ELECTED 
Division A-  Ralph Miljanich, Treasurer*  
Division B- John Eiskamp  
Division C- Gwen Carroll*  
Division D- Mike Dobler, Vice-Chair  
 
APPOINTED 
Monterey County- Dave Kegebien 
Santa Cruz County- Frank Capurro/Vacant*  
Watsonville- Rosemarie Imazio, Chair 
 
Agency Staff 
The PVWMA had a staff of sixteen during 2006. In March 2006, Bruce Laclergue became the Agency’s new General Manager.    

*As of January 2006 

Bruce Laclergue, General Manager 
Mary Bannister, Technical Division Manager Linda Contreras, Administration Division Manager 

Mark Dias, Water Programs Coordinator  Veronica Barboza, Account Clerk 
Jonathan Lear, Staff Hydrologist Rocio Guerrero, Customer Service Rep. 

Jesus ‘Chuy’ Martinez, Water System Operator Michelle Platero, Secretary 
Fred Miles, Engineer Berta Rodriguez, Administrative Analyst 

Brian Lockwood, Assistant Hydrologist Nancy Trevino, Financial Analyst 
Shinehah Shibata, Meter Program Coordinator Jack Whiteford, Grants Administrator* 

Leonard Villanueva, Field Technician  

PVWMA 
36 Brennan Street 
Watsonville, CA 95076 
(831) 722-9292 
(831) 722-3139 
www.pvwma.dst.ca.us 
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