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INTRODUCTION

County Service Area 48 (CSA 48) is a dependent special district in Santa Cruz County that
contracts with CAL FIRE to provide fire protection to unincorporated areas outside
independent fire districts. CSA 48 currently operates with two separate benefit assessments
that fund fire services within its boundaries. Following the Pajaro Valley Fire Protection
District’'s (PVFPD) application to dissolve and concurrently annex into CSA 48, this report
examines CSA 48’s revenue streams and summarizes the projected financial performance
should the reorganization come to fruition.

CSA 48 REVENUE STREAM

CSA 48 funds fire protection services through two distinct benefit assessments. The first,
known as the “Fire Flow Unit Assessment”, was originally approved by property owners in
1997 to provide stable funding for fire protection in rural, unincorporated Santa Cruz County.
This assessment is calculated based on “fire flow units,” which reflect parcel characteristics
such as use, size, and building type. In other words, this assessment links the charge to the
fire protection demand a property is likely to generate. Itis LAFCO’s understanding that small
annual increases tied to the Consumer Price Index (CPIl) were authorized to ensure the
assessment kept pace with costs. For example, in 2006 the County Board of Supervisors
reaffirmed the assessment structure and applied CPl-based adjustments, resulting in
incremental changes to the per-unit charge. Over the years, these gradual increases have
allowed CSA 48 to maintain consistent service levels without imposing sudden rate hikes.

The second assessment was introduced much later in response to growing service demands
and staffing needs. In January 2020, CSA 48 property owners approved by weighted mailed-
in ballots, a supplemental assessment often referred to as the “2020 Fire Protection and
Emergency Response Services Assessment”. Passing with approximately 56% support, this
measure provided additional funding specifically to enhance staffing levels, including
increasing CAL FIRE engine staffing from two to three firefighters per engine, and to improve
emergency medical response capabilities. This new assessment is calculated on an
Equivalent Single-Family Unit (ESFE) basis — in other words, a typical single-family residence
is assigned one unit, while other parcel types are adjusted proportionally.

Together, these two benefit assessments form the backbone of CSA 48’s revenue stream.
The 1997 Fire Flow Unit Assessment supplies foundational funding tied directly to property
risk profiles, while the 2020 supplemental assessment provides the expanded financial
capacity needed to maintain modern service levels and respond effectively to emergencies.
Incremental CPI adjustments to the original assessment and the addition of the second
assessment have significantly strengthened CSA 48’s fiscal position, ensuring the district can
fund its CAL FIRE contract, equipment replacement, and other operational needs without
jeopardizing service quality. This dual-assessment structure demonstrates CSA 48
constituents’ willingness to invest in reliable, professional fire protection as community needs
have evolved.
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PVFPD Reorganization — Revenue Assumptions

CSA 48’s funding after reorganization (if approved) would be supported by three primary
revenue sources, creating a diversified and stable financial base. The largest component is
CSA 48 Fire Flow and Assessment Revenue, a parcel-based benefit assessment that grows
by approximately three percent each year. This predictable, incremental growth ensures a
stable stream of funding to cover ongoing fire protection operations and contractual costs with
CAL FIRE.

Another major revenue stream be the Pajaro Valley Fire Protection District (PVFPD) Property
Tax Revenue, representing PVFPD’s share of ad-valorem property taxes. Upon
reorganization, this tax allocation would transfer to CSA 48 and, like the CSA 48 assessment,
is expected to grow at roughly three percent annually.

Other Proposed Revenue sources, such as small, fixed amounts from fees, grants, or interest
earnings, would provide a modest but consistent contribution to CSA 48’s overall budget.
Together, these funding sources (benefit assessments, transferred property taxes, a
dedicated fire protection tax, and miscellaneous revenues) form a balanced and reliable
revenue structure. This diversified approach strengthens CSA 48’s fiscal stability and
positions the district to meet both current and future fire protection needs.

At present, the Pajaro Valley FPD Fire Protection Tax (a dedicated, voter-approved tax) is
currently being collected; however as part of the proposed reorganization, CSA 48 is
scheduled to discontinue this additional tax measure post-reorganization.

Projected Revenues and Expenditures (2026-2031)

CSA 48'’s financial projections indicate steady revenue growth over the five-year forecast
period, as shown in Table A on page 3. Annual revenues are expected to rise from $4.39
million in FY 2026—27 to $4.93 million in FY 2030-31, largely driven by the projected three-
percent annual increases in both CSA 48’s benefit assessments and the transferred Pajaro
PVFPD tax revenues. This predictable growth demonstrates a stable funding environment to
support ongoing fire protection services.

At the same time, CSA 48 is projected to experience moderate expenditure growth, with total
costs increasing from $4.13 million to $4.88 million over the same period. Most of this
increase is attributed to incremental rises in the CAL FIRE service contract and the County
Fire Operational Support Cost. This controlled cost escalation suggests careful fiscal
management and cost containment. Other annual expenses, typical for any fire agency,
includes capital outlay, services and supplies, and operational support.

It is important to note that CSA 48 is forecasted to maintain a steady surplus each year. Fund
balance excesses are projected to remain between $45,000 and $261,000 annually,
equivalent to approximately four percent of yearly expenditures (on average). These modest
yet healthy reserves (while projections) provide CSA 48 with financial flexibility to absorb
unforeseen expenses, respond to emergencies, or invest in capital improvements without
compromising service levels.

Finally, capital outlay and asset replacements (i.e. equipment and apparatuses) are expected
to remain stable. This stability further enhances CSA 48’s ability to manage its financial
resources prudently while planning for the long-term sustainability of fire protection services.
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Table A: Five-Year Financial Projections

Revenue

CSA 48 Fire Flow/Assessment Revenue (1)

$1,855,720.00

$1,911,391.60

$1,968,733.35

$2,027,795.35

$2,088,629.21

Pajaro Valley FPD Tax Revenue (2

$2,458,776.00

$2,532,539.28

$2,608,515.46

$2,686,770.92

$2,767,374.05

Other Revenue Proposed

$  75,094.00

$ 75,094.00

$  75,094.00

$  75,094.00

$  75,094.00

Total Proposed Revenue

$4,389,590.00

$4,519,024.88

$4,652,342.81

$4,789,660.27

$4,931,097.26

Expenditures

CAL FIRE Contract (3)

$3,145,700.00

$3,302,985.00

$3,468,134.00

$3,641,541.00

$3,823,618.00

Services and Supplies @) $ 361,867.50 | $ 369,104.85 | $ 376,486.95 | $ 384,016.69 | $ 391,697.02
Capital Outlay/Asset Replacement (Fixed Amount) | $ 338,000.00 | $ 338,000.00 | $ 338,000.00 | $ 338,000.00 | $ 338,000.00
CALPERS Liability $ 51,000.00 | $ 51,000.00 | $ 51,000.00 | $ 51,000.00 | $ 51,000.00
County Fire Operational Support Cost (5) $ 231,540.00 | $§ 243,117.00 | $§ 255,273.00 | $ 268,037.00 | $ 281,439.00
Total Proposed Expenditures $4,128,107.50 | $4,304,206.85 | $4,488,893.95 | $4,682,594.69 | $4,885,754.02
Fund Balance Excess (Deficiency) $ 261,482.50 | $ 214,818.03 | $ 163,448.86 | $ 107,065.58 | $ 45,343.24

Footnotes: (1) 3% increase each year applied to projections, (2) 3% increase each year applied to projections,
(3) 5% increase each year applied to projections, (4) 2% increase each year applied to projections, and (5) 5% increase each

year applied to projections.

CONCLUSION

The projections shown in this report demonstrate that CSA 48’s expanded revenue base
comprising of the identified assumptions (two existing benefit assessments, PVFPD’s
transferred property taxes, and discontinuation of the PVFPD parcel tax) would adequately
cover estimated expenditures should a reorganization between the two fire agencies occur.
Consistent annual surpluses suggest the reorganization of PVFPD is financially feasible
under the proposed assumptions, with sufficient capacity to maintain operational stability and
address potential future needs. That said, the County and PVFPD must discuss and negotiate
terms and conditions as part of the proposed reorganization to ensure that all existing assets
and liabilities as well as all current and future revenues and expenditures are properly
identified prior to the completion of the proposed reorganization. In addition, if surpluses are
projected to occur, the affected agencies must determine how those funds will be utilized. In
conclusion, this analysis was meant to evaluate the financial impact to CSA 48 as the
successor agency and provide more context to the affected agencies, LAFCO, and the
general public. It is important to note that the these projections may be subject to change
throughout the reorganization process but provides a better understanding of the estimated
fiscal impact to CSA 48 as it considers assuming additional fire protection and emergency
service demands.
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