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Introduction and History
District Formation and Service Area
San Luis Rey Municipal Water District (SLRMWD, SLR, or District) was formed on October 17, 1958, under the Municipal Water District Act of 1911 (California Water Code Section 71000 et seq.). The District now includes fewer than 2,000 acres in northern San Diego County, extending east from Interstate 15 along the San Luis Rey River valley to the boundary of the Pala Band of Mission Indians reservation.
For landowners within the District, the sole water source is the flow of the San Luis Rey River within the Pala and Bonsall hydraulic groundwater subbasins.
Purpose and Role of the District
Since its formation, the District’s primary role has been to act on behalf of its primarily agricultural landowners by monitoring governmental and non-governmental actions that may affect local water rights, water storage rights, or water quality. The founding landowners created the District to represent their shared interests more effectively and to benefit from economies of scale.
Each landowner remains responsible for producing, using, and documenting their own water supply. The District does not own or maintain physical water works; instead, it serves as a collective voice for landowners seeking to preserve the water rights and related entitlements that support agricultural production on their properties.
Water Service Activities
The District monitors and responds to water, land-use, environmental, and regulatory matters that may affect the quality or quantity of water available to District users. Its water service activities include:
· Participating in State Water Resources Control Board (SWRCB) proceedings to protect the interests of District water rights holders;
· Reviewing water rights applications and related administrative or legal matters that may affect the San Luis Rey River, particularly the Bonsall and Pala hydrologic subareas;
· Encouraging landowners to accurately document water production and use and to file Statements of Water Diversion and Use with the SWRCB;
· Observing activities related to the San Luis Rey River Indian Water Rights Settlement;
· Monitoring San Diego County Water Authority activities, including groundwater resources development planning;
· Participating in the Upper San Luis Rey Groundwater Management Authority’s implementation of the Groundwater Sustainability Plan for the Upper San Luis Rey River Groundwater Basin;
· Monitoring federal and State environmental agency proceedings, as well as environmental advocacy activities, that could restrict water production, water use, or water management facilities;
· Monitoring local government proceedings and private landowner initiatives where proposed land uses within or adjacent to the District may affect water quality or quantity; and
· Collecting surface water and groundwater samples within the District for analysis by a State-certified laboratory, thereby extending baseline water-quality data for the District’s hydraulic subareas.
Governance and Administration
The District carries out these activities through the active involvement of its Board of Directors. Each Director is elected by division, as required by the Water Code, and serves without compensation on behalf of District landowners.
When formal action is needed, the Board engages qualified professionals, including attorneys, engineers, and certified public accountants, to act on the District’s behalf. The District also follows professional administrative practices by adopting an annual budget, retaining an independent auditor, complying with Brown Act public-noticing requirements for regular monthly meetings, and maintaining District records at its office or at the office of its legal counsel.

Recent Events
Changes in District Boundaries and Land Ownership
Because the District does not own or operate facilities that provide direct water service, several properties have reorganized into neighboring retail water agencies in recent years. These reorganizations have generally occurred as properties changed ownership and were rezoned from agricultural use to more intensive uses, including suburban residential, institutional, and light commercial development.
In addition, the Pala Band has acquired, by purchase, well over 40 percent of the land within the District, about 1,000 acres. More than 700 acres have been transferred into Tribal trust, and approximately 350 additional acres are in various stages of acquisition and trust-transfer processing.
Revenue Decline and Reserve Impacts
These changes have had a significant fiscal effect. Revenue from Water Availability Charges and property taxes declined by 48 percent, from $77,000 in FY 2016–17 to $35,700 in FY 2024–25. Further decreases are expected as additional property is removed from the District, either through de-annexation to adjacent districts for development or through transfer to the Federal Government to be held in trust for the Pala Band.
The District’s forecasted operating budget expenses, including required activities to comply with state law, were originally projected at $54,000 for FY 2023–24 and $58,300 for FY 2024–25. Actual revenues were $39,800 for FY 2023–24 and $39,700 for FY 2024–25. As of June 30, 2025, the District’s reserve balance was $90,891, a 47 percent reduction from the June 30, 2021, reserve balance of $173,000. No pending de-annexation charges are available to provide a one-time supplement to annual revenue.
Regulatory Uncertainty Under AB 1944 and SGMA
The District has also entered a period of uncertainty associated with AB 1944. This 2018 legislation changed the characterization of water in the San Luis Rey River Valley Basin between Frey Creek and the San Bernardino Base and Meridian Township line 2/3W—essentially the Pala sub-basin—from water flowing in known and definite channels, or stream diversion, to percolating groundwater subject to the Sustainable Groundwater Management Act (SGMA).
Although AB 1944 includes language intended to protect existing pre-1914 water rights diverters, the ultimate effect on District landowners remains unclear. Continued District participation may be necessary to support landowner interests, including potential legal assistance. Without additional revenue, the District’s financial resources are likely to be inadequate over the next five years.
Need for Continued Assessment Revenue
Based on projected expenses and the current area subject to Water Availability Charges, approximately 1,770 acres, the District would need to impose an annual assessment of $25 per acre, or portion of an acre, to maintain sufficient revenue and resources. The maximum amount allowable under current law is $30 per acre, or portion of an acre.
This assessment would support the District’s ability to address potential challenges to landowner pre-1914 water rights associated with SGMA, the Upper San Luis Rey Groundwater Management Authority’s implementation of the Groundwater Sustainability Plan, and the District’s ongoing monitoring of federal, state, and local regulatory actions that could adversely affect landowner water rights.
Benefits Provided by the District
General and Special Benefits Under Proposition 218
Proposition 218, codified in Article XIII D of the California Constitution, distinguishes between general and special benefits provided by a project or service:
· General benefits are benefits provided to the public at large, such as ambulance services, libraries, police stations, or business improvements.
· Special benefits are benefits conferred on land and buildings.
District Services as a Special Benefit
SLRMWD’s services provide a special benefit to District landowners because those services are directed toward protecting and advancing landowner rights to the quantity and quality of local water supplies and resources that support agricultural activities. The benefit is specific to the landowners whose properties rely on those local water resources and who hold the rights the District seeks to protect.
This special benefit is further demonstrated by the fact that the Water Availability Charge assessment is paid for by the landowners for the District’s services and activities. Because those services are focused on protecting landowner-specific water rights and related interests, they are not general benefits to the public.
Accordingly, under Proposition 218, SLRMWD may assess its Water Availability Charge to recover the costs of continuing to provide these historic and ongoing special benefits to landowners within the District and its coterminous Special Water Management District established under AB 3030 on April 17, 1996. The assessment may be imposed up to the maximum amount permitted by California Water Code Section 71631.7: $30 per acre, or portion of an acre, per year; or $30 per parcel of less than one acre per year, provided the charge is supported by expenditure estimates for the year in which it is imposed.
Cost of Services and Determination of Assessment
Historical Funding Sources
Historically, SLRMWD has funded its work to protect water rights, water storage rights, and water quality through several revenue sources. These have included the Water Availability Charge authorized under California Water Code Section 71631.7, a portion of the one-percent Proposition 13 tax allotment, reimbursement or refund agreements with parties whose activities could affect District water resources, and occasional one-time payments from properties detaching from the District.
Declining Revenue Options
The District’s share of the one-percent tax allotment has generally ranged from $2,500 to $3,000 per year. Changes in ownership of significant properties have also effectively eliminated ongoing financial participation agreements with property owners for potential water-quality impacts. As a result, the District may be required to pay existing and future professional fees and costs directly from its own resources.
Assessment Authority and Revenue Potential
The Water Availability Charge has been the District’s fiscal foundation. Because of the District’s unique water-management responsibilities, California Water Code Section 71631.7 authorizes SLRMWD to impose the assessment at up to $30 per acre, or portion of an acre, per year based on anticipated expenses for the upcoming fiscal year.
Recent detachments and transfers of property to the Federal Government to be held in trust for the Pala Band have reduced the assessable area within the District. Based on San Diego County data and the current parcel makeup, the District has approximately 1,771 equivalent assessable acres as of 2025. At $20 per acre, the assessment would generate approximately $35,420 annually; at the maximum rate of $30 per acre, the assessment would generate approximately $53,130, assuming the current number of assessable acres.
Budget Need and Proposed Assessment
The District’s projected operating needs continue to exceed its dependable annual revenue. Budgeted expenses for FY 2023–24 and FY 2024-5 averaged about $55,000, while Water Availability Charge revenue at $20 per acre provided approximately $35,420. When combined with the anticipated property tax allocation of about $2,700 and minor interest and investment income, reserve contribution was necessary to support continued District activities.
The District intends to impose a Water Availability Charge of $25 per acre, or portion of an acre, and $25 per parcel of less than one acre for the fiscal year beginning July 1, 2026. For each fiscal year thereafter, through and including the fiscal year beginning July 1, 2030, the District would be justified in imposing up to $30 per acre, or portion of an acre, and $30 per parcel of less than one acre, depending on budgeted expenses and revenue changes needed to maintain the District’s historic services and activities.
Assessment Justification
The assessment amounts do not exceed the proportional benefit to the affected parcels and would be used only for the purposes described in this report. Given changing development conditions, the long-term implications of AB 1944, and the District’s reduced revenue base, the Water Availability Charge remains necessary to fund services that provide special benefits to District landowners.
For these reasons, the District is justified in continuing to assess the Water Availability Charge at up to $30 per acre, or portion of an acre, and $30 per parcel of less than one acre when supported by budgeted expenses, revenue conditions, the proportionality of benefits, and the ongoing need to protect landowner water interests.


Proposition 218 Requirements
Applicability to the Water Availability Charge
Proposition 218, approved by California voters in November 1996 and codified in Article XIII D of the California Constitution, requires voter or property-owner approval for many taxes, assessments, and property-related fees. Because the San Luis Rey Municipal Water District imposes a Water Availability Charge assessment, the District must comply with Proposition 218 before increasing that assessment.
Required Assessment Procedure
To impose or increase the Water Availability Charge assessment, the District must follow the procedural requirements established under Proposition 218:
· Set a public hearing date to consider the resolution to establish or increase the Water Availability Charge assessment.
· Mail information about the proposed assessment and a voting ballot to each property owner of record within the District at least 45 days before the public hearing.
· At the public hearing, consider all protests and tabulate the ballots submitted by affected property owners.
· Weigh each ballot according to the proportional financial obligation of the affected property.
· Do not increase the assessment if weighted ballots submitted in opposition exceed weighted ballots submitted in favor.
If the weighted ballots submitted in favor exceed the weighted ballots submitted in opposition, the District may proceed to make the assessment effective.


Alternative Fiscal Solutions
Limited Revenue Options
Because of the San Luis Rey Municipal Water District’s unique history, service area, and organizational structure, its revenue options are very limited. The Proposition 13 one-percent tax allotment is established by statute and, while helpful, provides less than five percent of the District’s annual required revenue. That contribution may decline further if additional property detaches from the District.
As a result, the Water Availability Charge remains the District’s primary and most reliable funding source for the services and activities described in this report.
Detachment-Related Revenue Is Uncertain
The District intends to work cooperatively with landowners who may seek to leave the District under the Detachment Policy. However, the timing, outcome, and financial effect of any related negotiations or litigation cannot be predicted with sufficient certainty for budgeting purposes.
Funding Conclusion
Currently, the District has no other dependable revenue source to sustain its ongoing services and activities. The continued use of the Water Availability Charge is therefore justified as the practical means of funding the District’s work on behalf of its landowners.


Conclusions
Special Benefits to Landowners
The services and activities provided by the San Luis Rey Municipal Water District confer special benefits on District landowners by helping protect and enhance their water rights, water storage rights, and water quality. By acting collectively on behalf of landowners, the District increases their influence and reduces individual costs through economies of scale.
Need for Continued District Activity
Significant sources of District revenue are no longer available because of economic, political, and financial changes affecting the District. At the same time, implementation of the Sustainable Groundwater Management Act in and near the Upper San Luis Rey River Basin continues to create uncertainty that requires ongoing diligence and District participation to protect landowner interests.
Assessment Recommendation
For these reasons, the District has determined that imposing a Water Availability Charge assessment is in the best interest of its landowners. The recommended assessment is $25 per acre, or portion of an acre, per year and $25 per parcel of less than one acre for the fiscal year beginning July 1, 2026. The authorization may continue annually at a rate of up to $30 per acre, or portion of an acre per year and $30 per parcel of less than one acre through the fiscal year beginning July 1, 2030.
The assessment charged to each landowner is proportionate to the special benefits received because it is based on the amount of property owned by that landowner. Accordingly, the District’s Water Availability Charge reasonably reflects the value of the special benefits conferred by the District’s services and activities.
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