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Local Agency Formation Commission of Santa Clara County

AGENDA

Wednesday, October 5, 2011
70 West Hedding Street, San Jose, CA 95110

CHAIRPERSON: Liz Kniss • VICE - CHAIRPERSON: Pete Constant

COMMISSIONERS: Margaret Abe -Koga, Mike Wasserman, Susan Vicklund - Wilson
ALTERNATES: Al Pinheiro, Sam Liccardo, George Shirakawa, Terry Trumbull

The items marked with an asterisk ( *) are included on the Consent Agenda and will be taken in one
motion At the beginning of the meeting, anyone who wants to discuss aconsent itemshould make a
request to remove that item from the Consent Agenda

Disclosure Requirements

Disclosure of Campaign Contributions

If you wish to participate in the following proceedings, you are prohibited from making a
campaign contribution of more than $250 to anycomadssioner or alternate. This prohibition
begins on the date you begin to actively support or oppose an application before LAFCO and
continues until three months after a final decision is rendered by LAFCO. No corrurdssioner or
alternate may solicit or accept aammpaign contribution of more than $250 tromyou or your agent
during this period if the comrrdssioner or alternate knows, or has reason to know, that you will
participate in the proceedings.
If you or your agent have made a contribution of more than $250 to any comrrdssioner or alternate
during the twelve (12) months preceding the decision, that commissioner or alternate must
disqualify himself or herself from the decision However, disqualification is not required if the
comndssioner or alternate returns the campaign contribution within thirty (30) days of learning
both about the contribution and the fact that you are a participant in the proceedings For
disclosure forms and additional information see:

http: //w smtaclaralafco. cagov/ annexafiom &Reorg/PartyDiscIFormpdf

2. Lobbying Disclosure

Any person or group lobbying the Commission or the Executive Officer in regard to an application
before LAFCO mos file a declaration prior to the hearing on the LAFCO application or at the time
of the hearing if that is the initial contact Any lobbyist speaking at the LAFCO hearing must so
identify themselves as lobbyists and identify on the record the name of the person or entity making
payment to them For disclosure to= and additional information see
http : //w ..smtaclaralafco. cagov /annexafiom&Reorg/LobbyD cIFormpdf

3. Disclosure of Political Expenditures and Contributions Regarding EAFCO Proceedings

If the proponents or opponents of a LAFCO proposal spend $1,000 with respect to that proposal,
theymust report their contributions of $100 or more and all of their expenditures under the rules of
the Political Reform Act for local initiative measures to the LAFCO office. For additional
information and for disclosure to= see:

http: //w ..smtaclaralafco. cagov/ Klafcopolicies _annex&reorg_home.htnil
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CONVENE - ROLL CALL 11:30 A.M.

LOWER LEVEL CONFERENCE ROOM, EAST WING
70 WEST HEDDING STREET, SAN JOSE, CA

A. PRESENTATION AND DISCUSSION OF THE 2011 COUNTYWIDE WATER

SERVICE REVIEW REPORT

No action will be taken on the Report at the Workshop Session.
PowerPoint Presentation
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RECONVENE — ROLL CALL 1:15 P.M.

ISAAC NEWTON SENTER AUDITORIUM

70 WEST HEDDING STREET, SAN JOSE, CA
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This portion of the meeting is reserved for persons desiring to address the
Commission on any matter not on this agenda. Speakers are limited to THREE
minutes. All statements that require a response will be referred to staff for reply in
writing.

3. APPROVE MINUTES OF AUGUST 3. 2011 LAFCO MEETING

PUBLIC HEARING

4. 2011 COUNTYWIDE WATER SERVICE REVIEW REPORT

Possible Action:

a. Consider the Draft Report for the 2011 Countywide Water Service Review.

b. Accept public comments.

c. Direct staff to revise the Report as necessary to address comments received
through October 24th and set December 7, 2011 as the date for the public hearing
to consider adoption of the Final Report.

PowerPoint Presentation

LAFCO of Santa Clara County
Meeting Agenda
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CLOSED SESSION

5. CONFERENCE WITH LEGAL COUNSEL

Conference with Legal Counsel - Anticipated Litigation. Significant exposure to
litigation pursuant to Government Code § 54956.9 (1 case)

ITEMS FOR DISCUSSION / ACTION

6. EL CAMINO HOSPITAL DISTRICT AUDIT AND SERVICE REVIEW REQUEST
FOR PROPOSALS

Possible Action:

a. Authorize staff to issue a Request for Proposals (RFP) for a professional service
firm to prepare an audit and service review of the E1 Camino Hospital District.

b. Delegate authority to the LAFCO Executive Officer to enter into an agreement
with the most qualified consultant in an amount not to exceed $70,000 and to
execute any necessary amendments subject to LAFCO Counsel's review and
approval.

7. REVISED DRAFT RESPONSE TO THE 2010 -2011 CIVIL GRAND JURY REPORT

Possible Action:

a. Consider and approve the revised response to the 2010 -2011 Santa Clara County
Civil Grand Jury's Report.

b. Direct staff to forward the response to the Presiding Judge of the Santa Clara
County Superior Court and the Foreperson of the 2010 -2011 Civil Grand Jury.

8. SARATOGA FIRE PROTECTION DISTRICT

Possible Action: Direct staff to prepare a work plan for the potential dissolution of
the Saratoga Fire Protection District and annexation of its territory to the Santa
Clara County Central Fire Protection District under the current process which may
require an election, and hire a consultant to conduct a special study to prepare a
detailed analysis of the cost savings and fiscal impacts.

9. ANNUAL REPORT

Possible Action: Accept the 2010 -2011 Annual Report. (July 1, 2010 to June 30,
2011).

10. EXECUTIVE OFFICER'S REPORT

10.1 UPDATE ON IMPLEMENTATION OF LAFCO'S FIRE SERVICE REVIEW

REPORT

For information only.
LAFCO of Santa Clara County

Meeting Agenda
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10.2 UPDATE ON ISLAND ANNEXATIONS IN SANTA CLARA COUNTY

For information only.

10.3 UPDATE ON IMPLEMENTATION OF LAFCO'S ELECTRONIC

DOCUMENT MANAGEMENT SYSTEM

For information only.

10.4 GILROY HIGH -SPEED TRAIN STATION VISIONING PROJECT

For information only.
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For information only.

11. PENDING APPLICATIONS / UPCOMING PROJECTS

12. COMMISSIONER REPORTS

13. NEWSPAPER ARTICLES / NEWSLETTERS

CALAFCO Newsletter: The Sphere

14. WRITTEN CORRESPONDENCE

i1•il11!,16111 N 0

Adjourn to the regular LAFCO meeting on Wednesday, December 7, 2011, at
1:15 P.M. in the Isaac Newton Senter Auditorium, 70 West Hedding Street, San Jose.

Any disclosable public records related to an open session item on the agenda and distributed to all or a majority of the
Commission less than 72 hours prior to that meeting are available for public inspection at the LAFCO Office at the address
listed at the bottom of the first page of the agenda during normal business hours. In compliance with the Americans with
Disabilities Act, those requiring accommodation for this meeting should notify the LAFCO Clerk 24 hours prior to the
meeting at (408) 299 -6415, or at TDD (408) 9938272, indicating that the message is for the LAFCO Clerk.

LAFCO of Santa Clara County
Meeting Agenda
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Countywide Water
Service Review

Santa Clara County

Prepared for LAFCO of Santa Clara County
by

Baracco and Associates

Policy Consulting Associates, LLC
The Shibatani Group, Inc.

October 5, 2011



Agencies Reviewed
Cities Private Purveyors

Gilroy San Jose Water Co.

Milpitas California Water Service Co.

Morgan Hill
Mountain View

Palo Alto

San Jose

Santa Clara

Sunnyvale
Special Districts

Santa Clara Valley WD

Aldercroft Heights CWD
Purissima Hills WD

San Martin CWD

Pacheco Pass WD

Guadalupe- Coyote RCD
Loma Prieta RCD

Great Oaks Water Co.

West San Martin Water Works Co.

Stanford University

100 Mutual Water Companies
Recycled Water Providers

South Bay Water Recycling

South County Regional
Wastewater Authority
Palo Alto RWQCP

Sunnyvale WPCP
Others

San Francisco PUC

Bay Area Water Supply and
Conservation Agency

1
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Water Sources

Groundwater - Pumped directly by providers (350)
San Francisco Public Utilities Commission - Hetch

Hetchy system, and the Calaveras, San Antonio,
Crystal Springs, and San Andreas reservoirs (18%)

Santa Clara Valley Water District - Central Valley
Project, State Water Project, local surface water
rights, banked groundwater (38 %)

Local water rights - San Jose Water Company (boo)

Recycled water - Produced at four wastewater

treatment plants and used primarily for irrigation and
industrial purposes(4 %)

n Jose Water Company - provided to Aldercroft
Heights CWD (less than I%) 4



Santa Clara Valley Water District

Countywide district that provides wholesale water,
groundwater management and recharge, flood control
and watershed stewardship services

Models several best management practices for other
agencies

Faces legal challenges regarding service charges
SCVWD has significantly cut costs in response to the
recession and to maintain customer satisfaction

Capital expenditures greatly exceed depreciation for
District -owned assets, indicating substantial investment in
new infrastructure

Conservation efforts have exceeded expectations
Water supply sufficient during normal supply scenarios;
however, projected deficits during single and multiple dry
year events, would require use of groundwater reserves,
surface carryover supplies, and enhanced short -term
conservation efforts.

5



Santa Clara Valley Water District
Infrastructure Needs and Plans
Review and corrective measures of seismic stability of
dams

Maintain source water quality during low level
periods at the San Luis Reservoir

Enhanced emergency preparedness with focus on
new groundwater infrastructure for backup supplies

Repairs to clearwell at Penitencia WTP
Rinconada WTP approaching capacity during max
day demand

New recycled water treatment plant to provide an
additional drought proof water supply

Enhanced flood protection along Alamias, Jones,
and West Branch Llagas creeks
Remediation of 6 impaired water bodies

6



Aldercroft Heights CWD

Essentially built -out with only 2 developable lots

Geography limits options to expand bounds

One out -of- district connection with potential for
annexation

Financial management could be improved to
enhance clarity of statements

Failed to provide FY 09 -10 audit in a timely manner
to County as legally required
Website is recommended

Isolated system with no feasible back up supply or
interties for extended water interruption, thus there is
an emphasis on seismic safety of system

7



Purissima Hills Water District
Sole source of water is SFPUC

Regularly exceeds SFPUC supply guarantee and must
purchase additional supply

SFPUC initiated charges for purchases of supply in excess
of member agency supply guarantee in FY 1 1 -12 and will
last through FY 17 -18

Although demand has declined since 2004, water
demand within the District is higher than other water
purveyors in the County
There is a need to enhance conservation programming
with a particular focus on landscaping
Searching for a water source or reorganization
alternative; however, not actively pursuing at this time

Primary infrastructure need is replacement of several
sections of pipeline replacement prone to leaks and
breaks

0



San Martin County Water District
13 extraterritorial connections, at least seven of which were
added without required LAFCO approval

The District has been repeatedly informed of the need to come
to LAFCO for approval of extending services outside of bounds

Annexation of these extraterritorial service areas is

recommended prior to any further district expansion

Accountability concerns - disenfranchised customers served

outside of bounds, no recently contested elections, board
vacancies, lack of a website, failure to complete and submit
required audits to County for last 5 years

Several nearby small water systems within the San Martin
community with potential to connect in the long -term

Minimal infrastructure needs and more than adequate
capacity; additional storage tank and backup well needed to
weather an interruption in power or water production

9



Pacheco Pass Water District

San Benito LAFCO is principal LAFCO
Spillway at the North Fork Dam needs to be replaced
for approximately $400,000
Minimal property tax revenue, enhanced by irregular
allocation of property taxes in San Benito County
Financing not adequate to cover necessary capital
improvements
Accountability concerns - lack of a website, failed to
submit audited financial statement to the County in
timely manner, lack of clarity in financial recording,
extended board vacancies and lack of contested
elections, lack of a means to track operations and
water flow at dams

Reorganization of Pacheco Pass with SCVWD or San
Benito County Water District

Ell



Cities
Financinq

Will be greatly impacted by an increase in wholesaler rates

Expenditures exceeded revenues in FY 09 -10 in Morgan Hill,
Palo Alto, and Sunnyvale

Of the cities, only Gilroy did not raise rates for FY 1 1 -12; rate
increases ranged between 5.9% in San Jose to 21 % in Palo Alto

Service Adequacy

With few exceptions, the cities provide high quality water
based on compliance with drinking water regulations, a lack of
violations since 2000, and response to DPH concerns

Violations reported by EPA (2000 -2010) for Palo Alto and San
Jose

Additional DPH requirements for Milpitas and Morgan Hill have
been completed or are in progress



Cities

Infrastructure Needs

Aging water lines prone to breaks and leaks in older
sections of cities are in need of replacement and up-
grading: Mountain View, Palo Alto, Santa Clara and
Sunnyvale

Seismic safety improvements - Milpitas, San Jose, Santa
Clara

Conversion to r̀adio read' meters will enhance

operational

each

efficiencies in Gilroy and Mountain View

Gilroy nearing pumping capacity of wells during max day
demand

Gilroy and Morgan Hill lack interties with other providers
and each maintain about one day of stored water

12



Cities

Water Source Capacity

Milpitas is projected to experience water supply
shortfalls in drought years by 2020, with up to a
2,400 acre foot per year shortfall in the third year of
consecutive drought by 2035.

Minor supply deficiencies may occur for Mountain
View beginning in 2015, and will be exacerbated
should drought conditions occur. The City would
increase the amount of groundwater pumped to
meet this deficiency.

Santa Clara has conservatively projected
shortages after 2020 as the City is considered a
temporary and interruptible customer of SFPUC
with assurance of supply only through 2018.

13



Cities

Governance Structure Options

Morgan Hill serves 296 parcels outside of district
boundaries, of which 199 are within the Holiday
Lake Estates Subdivision; annexation of this

unincorporated island is recommended

14
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Guadalupe- Coyote RCD

Use of property tax revenue from within the District for programs
along the Guadalupe outside of the District

RCDs have extensive powers, of which GCRCD is practicing very
few; efforts are primarily focused on review of proposed
developments and flood control projects

The District lacks established policies and guidelines by which to
review potential development projects

Accountability constrained as directors are appointed as
opposed to elected

Duplication of efforts with SCVWD

Recommend no change in SOI at present and that GCRCD
return to LAFCO to outline services the District intends to provide
that do not overlap with SCVWD's efforts and could not be
provided by SCVWD

M



Loma Prieta RCD

City centers of Gilroy and Morgan Hill and the community
of San Martin remain excluded from the District

LPRCD's long range plan and annual work plan should
include the information itemized in the principal act

Financing is not adequate and district expenditures have
exceeded revenues in the last three fiscal years

Accountability to community constrained as directors are
appointed as opposed to elected

LPRCD provides a grass roots approach focused on
agricultural programs that SCVWD does not generally
provide

Recommend an SOI expansion to include the Cities of
Gilroy and Morgan Hill and the community of San Martin

17



Thank You

Any Questions?



ON ON LAFCO AGENDA ITEM # 3

Local Agency Formation Commission of Santa Clara County
LOCAL AGENCY FORMATION COMMISSION OF

SANTA CLARA COUNTY

MINUTES

WEDNESDAY, AUGUST 3, 2011
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Chairperson Liz Kniss called the meeting to order at 124 p.m.

1. ROLL CALL

The following Commissioners and Alternate Commissioners were present
Chairperson Liz Kniss
Commissioner Pete Constant

Commissioner Margaret Abe- Koga(left at 2:40 p.m.)
Commissioner Mike Wasserman

Commissioner Susan Vicklund - Wilson

Alternate Commissioner Terry Trumbull

The following Alternate Commissioners were absent
Alternate Commissioner Al Pinheiro

Alternate Commissioner George Shirai
Alternate Commissioner Sam Liccardo

The following staff members were present:
LAFCOExecutive Officer NeelimaPalacherla

LAFCO Analyst Dunia Noel
LAFCO Counsel Mala Subramanian

2. PUBLIC COMMENT

There is no public comment.

3. APPROVE THE MINUTES OF JUNE 1, 2011 LAFCO MEETING

Ms. Palacherla announced that Commissioner Abe- Kogahas requested that the last
sentence fn the second paragraph on page four be revised to read as follows, "She
proposed that the staff report be received and that LAPCO not accept the report's
conclusion until further analysis can be done to determine whether or not the District is
providing services outside of its boundary."

The Commission approved the minutes of June 1, 2011 LAFCO meeting, as corrected

Motion. Margaret Abe -Koga Second. Pete Constant

MOTION PASSED

AYES Liz Kris, Pete Constant, Margaret Abe -Koga, Mike Wasserman, Susan
Vicklund- Wilson

NOES None

70 West Hedding Stree • I Ith Floor, East Wing • San Jose, CA 95110 • (408) 299 -5127 - X4081295 -1613. Fax • www.szmtacIara.Iako.ca.gw
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Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

4. EL CAMINO HOSPITAL DISTRICT ANNEXATION 2011

The Commission adopted Resolution No. 2011 -03, approving the annexation of land
consisting of APN 182 - 50-045 and portions of APNs 182 -50- 036,182 -50 -034, and 182 -50-
024 to the El Camino Hospital District. Said Resolution, by reference hereto, is made part
of these minutes.

Motion: Mike Wasserman Second: Pete Constant

MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe -Koga, Mike Wasserman, Susan
Vicklund- Wilson

NOES: None

5. PROPOSED WORK PLAN FOR EL CAMINO HOSPTIAL DISTRICT SERVICE

REVIEW

Ms. Palacherla presented the staff report.

Commissioners Abe -Koga, Wilson and Constant volunteered to serve on the El
Camino Hospital District Service Review Ad -hoc Committee and the Consultant
Selection Committee. At the request of Chairperson Kniss, Ms. Palacherlabrietiv
outlined the tasks of the Committee.

WeslevAlles, Board Member, El Camino Hospital District, stated that the District will
provide all information required for the service review.

Chairperson Kniss announced that she met with Mr. Alles and Mr. Caligari prior to the
meeting. Commissioner Constant likewise made the same disclosure.

Greg Caligari, legal counsel, El Camino Hospital District, expressed support for the
service review.

Chairperson Kniss requested Mr. Caligari to present to the Commission a case stud- of
hospital districts in the State that are operating facilities outside of their boundaries.

In response to an inquirvbv Chairperson Kniss, Ms. Subramanian informed that
LAFCO's decision is final and can only be challenged in court. In response to a follow -
up inquirvbv Chairperson Kniss, she advised that LAFCO was recently- sued bv the
proponents of San Martin incorporation.

The Commission approved the proposed work plan for conducting a separate, focused
service review for the El Camino Hospital District; authorized staff to prepare a draft
Request for Proposals for professional firms to conduct a service review, including the
forensic auditing of specific financial issues for the District and authorized staff to
provide the Draft RFP to affected agencies and interested parties for their review and
comment; directed staff to provide the Revised Draft RFP to the Commission for
consideration at the October 5, 2011 meeting, and, appointed Commissioners Margaret
Abe -Koga and Susan Vicklund- Wilson to serve on the El Camino Hospital District
Service Review Ad -hoc Committee and Consultant Selection Committee.

The Commission also requested Mr. Caligari to present to the Commission a case studv
of hospital districts in the State that are operating facilities outside of their boundaries.

Motion: Margaret Abe -Koga Second: Pete Constant

Page 2 of 6



Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe -Koga, Mike Wasserman, Susan
Vicklund- Wilson

NOES: None

6. RESPONSE TO THE 2010 -2011 CIVIL GRAND JURY REPORT ENTITLED,
LAFCO'S RESPONSIBILITY FOR SPECIAL DISTRICTS: OVERSEEN OR

OVERLOOKED ?"

Commissioner Constant stated that the staff's proposed draft response to the Grand
Jury- report should have been prepared first with input from the commission and would
have preferred to provide direction to staff prior to the draft response. Chairperson
Kniss indicated that LAFCO's process is similar to the County's, where staff prepares a
draft response for Board review and following review and comment by the Board, the
response is revised and brought back to the Board for approval. Chairperson Kniss then
proposed that the Commission review each response and requested comments from
members.

Ms. Palacherla presented the staff report.

Regarding Finding 1, Commissioner Constant stated that the response should agree
with the finding because LAFCO has been conducting service reviews for five rears and
it was only- after the 2010 Countvivide Fire Service Review that direction for follow -up
was provided. A brief discussion ensued between Chairperson Kniss and
Commissioner Wasserman and it was agreed that the response should disagree with
the last part of the finding more strongly- and that the response should be more direct.
Commissioner Wilson suggested that the response include a historical context by
stating that the first round of service reviews were spent on data gathering and
convincing stakeholders to participate. Commissioner Abe -Koga expressed agreement.
Commissioner Constant stated that he understood the finding as LAFCO stopping
short of implementing the recommendations and not stopping short for fear of litigation
or uncertainty- about its authority- and proposed that the response should be "partiallv
disagree" rather than "totally- disagree ". Commissioner Wilson proposed that a two -
member ad -hoc committee be established to fine -tune the responses and Chairperson
Kniss recommended that Commissioners Constant and Wasserman be appointed to the
Ad -hoc Committee.

Regarding Recommendation 1B, Commissioner Constant suggested the response state
will delegate enforcement powers to staff when appropriate" instead of " Mll not be
implemented." Commissioner Wilson stated that LAFCO has verb- limited enforcement
powers.

Regarding Recommendation 1C, a brief discussion ensued regarding holy CALAFCO
could promote legislation that would protect LAFCOs against litigation.

Chairperson Kniss announced that the Commission is in agreement with draft
responses to recommendations 11), 2A, 2B, 2C, and findings 2 & 3.

With regard to Finding 4, Commissioner Constant proposed that the response be
partially- disagree" because commissioners received limited training about LAFCO. A
brief discussion ensued and it was agreed that training opportunities are available, and
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Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

that in addition to CALAFCO classes and the information in agenda packets, staff has
provided just -in time training about specific projects such as San Martin incorporation
and agricultural mitigation. Chairperson Kniss expressed concern about requiring
elected officials to attend trainings. Commissioners Constant and Wasserman proposed
that 15 -30 minutes of training on specific projects be provided during Commission
meetings.

Chairperson Kniss announced that the Commission is in agreement with draft
responses to recommendations 4A and 4B.

Chairperson Kniss proposed that the Ad -hoc Committee focus on the response to
Finding 1 because the draft responses to other iterns are acceptable to majority- of
members. Commissioner Wilson proposed that responses indicate that AB 912 has been
chaptered.

The Commission established an Ad -hoc Committee composed of Commissioners
Constant and Wasserman to work with staff on fine- tuning the draft response for review
and approval of the full Commission at the October 5, 2011 meeting.

The Commission directed staff to submit to the Ad -hoc Committee a revised response
incorporating the discussion at the meeting, and to request that the Civil Grand Jury
extend the deadline for the response.
Motion: Mike Wasserman Second: Susan Vicklund- Wilson

MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe -Kona, Mike Wasserman, Susan
Vicklund- Wilson

NOES: None

LEGISLATIVE UPDATE AND CALAFCO'S PROPOSED REVISIONS TO

GOVERNMENT CODE SECTION 56133

Ms. Noel presented the staff report.

Chairperson Kniss commented that even though AB 912 made it easier to dissolve
special districts, without support from the residents in the area it will continue to be
politically- difficult. At the request of the Chairperson, Ms. Noel provided additional
information on SB 89 and the Chairperson noted that this development would
discourage island annexations in Santa Clara Count-. Commissioner Wilson informed
that Orange Count- has initiated a bill that could avert the unintended consequences of
the new law.

In response to an inquirvbv Commissioner Wasserman, Ms. Palacherla reported that
the proposed revisions to Government Code Section 56133 would allow agencies to
extend services outside of their sphere provided LAFCO finds that the extension of
service lvas considered in the service review, there is no impact to agricultural land and
does not induce growth, and that annexation is not possible. In response to a follow -up
inquiry by Commissioner Wasserman, she advises that under the current law, agencies
can only provide services outside of their sphere when there is a threat to public health
and safety.

Page 4 of 6



Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

The Commission accepted the legislative update and authorized support for
CALAFCO's proposed revisions to Government Code Section 56133.
Motion: Susan Vicklund- Wilson Second: Mike Wasserman

MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe -Kona, Mike Wasserman, Susan
Vicklund- Wilson

NOES: None

S. EXECUTIVE OFFICER'S REPORT

8.1 UPDATE ON LAFCO'S 2011 COUNTYWIDE WATER SERVICE REVIEW

Ms. Noel presented the staff report.

The Commission accepted the report.
Motion: Susan Vicklund- Wilson Second: Mike Wasserman

MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe -Kona, Mike Wasserman, Susan
Vicklund- Wilson

NOES: None

8.2 UPDATE ON IMPLEMENTATION OF LAFCO'S FIRE SERVICE REVIEW REPORT

Ms. Noel presented the staff report.

In response to an inquiry bv Commissioner Constant, Ms. Palacherla advised that staff
is meeting with the affected agencies and fire districts and will bring back more detailed
information to the Commission in October, including the need for a consultant to
conduct a special study for potential dissolution. In response to an inquiry by
Commissioner Wilson, Ms. Palacherla reported that the consultant's scope of work will
be specific to dissolution issues.

The Commission accepted the report.
Motion: Susan Vicklund- Wilson Second: Mike Wasserman

MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe -Kona, Mike Wasserman, Susan
Vicklund- Wilson

NOES: None

8.3 UPDATE ON ISLAND ANNEXATIONS IN SANTA CLARA COUNTY

Ms. Noel presented the staff report.

Commissioner Constant informed that the San Jose City- Council has approved an
agreement with the City- of Campbell relating to Cambrian No. 36

The Commission accepted the report.
Motion: Susan Vicklund- Wilson Second: Mike Wasserman
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Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

MOTION PASSED

AYES: Liz Kniss, Pete Constant, Mike Wasserman, Susan Vicklund- Wilson

NOES: None Absent: Margaret Abe -Kona

9. PENDING APPLICATIONS /UPCOMING PROJECTS

The Commission noted the pending applications.

10. COMMISSIONER REPORTS

Chairperson Kniss announced that she will be attending the CALAFCO Conference on
August 31st, with commissioners Constant and Wilson.

11. NEWSPAPER ARTICLES / NEWSLETTERS

There were no newspaper articles /newsletters.

12. WRITTEN CORRESPONDENCE

There was no written correspondence.

13. ADJOURN

At the request of Commissioner Wilson, Chairperson Kniss announced that a Special
Meeting maybe scheduled prior to September 14, 2011 if the Civil Grand Jury- does not
extend the deadline.

Adjourned at 3:09 p.m. to the next meeting on Wednesday-, October 5, 2011 in Isaac
Newton Senter Auditorium, Count- Government Center, 70 West Hedding Street, San
Jose, California.

Approved:

Liz Kniss, Chairperson
Local Agency- Formation Commission of Santa Clara Count-

Bv:
Emmanuel Abello, LAFCO Clerk
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Local Agency Formation Commission of Santa Clara County

LAFCO MEETING: October 5, 2011

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: 2011 COUNTYWIDE WATER SERVICE REVIEW DRAFT REPORT

STAFF RECOMMENDATIONS

1. Consider the Draft Report for the 2011 Countywide Water Service Review

Accept public comments
3. Direct staff to revise the Report as necessary to address comments received

through October 24th and set December 7, 2011 as the date for the public hearing
to consider adoption of the Final Report

PURPOSE

The purpose of this public hearing is to accept public comments on LAFCO's 2011
Countywide Water Service Review Draft Report. No final action on the Draft Report
will be taken at this hearing
BACKGROUND

Technical Advisory Committee (TAC)

A Technical Advisory Committee (TAC) was established to select the consultant, serve
as a liaison between LAFCO and the various affected agencies, as well as to provide
technical expertise and guidance throughout the service review process. In addition to
LAFCO Commissioner Susan Vicklund- Wilson, the members of the TAC for the 2011

Countywide Water Service Review include:

Representing the Santa Clara County /Cities Managers' Association
Brian Loventhal, City Manager, City of Monte Sereno

Representing the County Municipal Public Works Officers' Association
Karl Bjarke, Deputy Director of Public Works, City of Morgan Hill

Representing the Santa Clara County Water Retailers Group
Jim Fiedler, Chief Operating Officer, Water Utility, Santa Clara Valley Water
District

Chris de Groot Director of Water & Sewer Utilities, City of Santa Clara
Michael Bolzowski, Water Resource Planning Engineer, Califomia Water
Service Company

70 West Hedding Street • I Iin Floor. East Wing • San Jose, CA 95110 • f408 299 -5127 • l408) 2951613 Fax • Wmvsantaclara. lafco.ca.gov
COMMISSIONERS: Pete Constant, Liz Kniss, Margaret Abe -Koga, Mike Wasserman. Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Al Pinheiro, George Shirakawa, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



To date, four TAC meetings have been held in order to discuss the project's progress,
and provide input on the service review and various water related issues.

Preparation of the Draft Report

In December 2010, LAFCO retained the consultant team of Baracco and Associates,

Policy Consulting Associates, and The Shibatani Group to conduct the 2011
Countywide Water Service Review. Bruce Baracco of Baracco and Associates is the
Project Manager for this service review. LAFCO staff, the TAC, and the consultant team
met in mid February 2011, to formally kick -off the project and to discuss key water
service issues in the county and the data collection and verification process. A
newsletter outlining the project scope, process and schedule was then provided to all
affected agencies, interested parties, and LAFCO Commissioners in late February. The
consultants developed preliminary criteria for use in making the required service
review determinations and LAFCO staff and the TAC met to review and finalize the
criteria.

Subsequently, the consultants began gathering information on the affected agencies and
organizations from online and central data sources. The consultants then provided each
affected agency with a customized request for information form and created a
dedicated on -line website for agencies to use to upload the requested information. In
early April, the consultants and LAFCO staff met individually with
Directors/ Managers of the four water districts and two resource conservation districts
in order to collect specific additional data. In June, individual meetings were held with
Water Utility Department/ Public Works Department Directors of cities. The consultant
team then drafted chapters on each of the agencies which were then provided to each
respective agency for internal review and comment, to ensure accuracy prior to release
of the Public Review Draft Report. Next, the consultants analyzed the data and used the
service review determination criteria to make the required determinations for each
agency.

The County Planning Department prepared GIS maps of water service providers in the
county for the Draft Report An administrative draft of the Countywide Water Service
Review Report was developed by the consultants and reviewed by LAFCO staff. Staff
then worked with the consultants to prepare a Draft Report for public review.

Release of the Draft Report for Public Review and Comment

On September 27, 2011, LAFCO sent a Notice of Availability/ Notice of LAFCO's
October 5th Workshop and Public Hearing (see Attachment A) to all affected agencies,
LAFCO Commissioners, and other interested parties announcing the release of the 2011
Countywide Water Service Review Draft Report (see Attachment B) for public review
and comment. The Draft Report is available on the LAFCO Website
www.santaclara. ca. aov under "What's New." The Report provides a comprehensive
review of water services in Santa Clara County. It also includes service review
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determinations for the agencies and sphere of influence recommendations for the four
water districts and two resource conservation districts.

Public Review Process and Comments Received To Date

As of the date of the staff report, LAFCO has received an initial comment /clarification
from the City of Palo Alto (see Attachment C). Further comments or clarifications
received by Friday, October 24th will be directly addressed in a Revised Report that will
be available in early November for public review and comment on the LAFCO website.
NEXT STEPS

Revise Draft Report and Release Final Report for Public Review and Comment

Based on the comments received prior to October 24th, the Draft Report will be revised
as necessary. A redline version of the report will also be prepared.

The Final Report and the red -line version of it will be available on the LAFCO Website
www.santaclara.lafco.ca.aov) in early November and a hard copy will also be available
in the LAFCO Office for public review. A Notice of Availability/ Public Hearing Notice
will be sent to all affected agencies and interested parties in order to announce the
availability of the Final Report and the date, time, and place for the public hearing on
the Final Report. The Notice will also include instructions and deadlines for providing
comments to LAFCO on the Final Report.

Implementation Action Plan for Options and Recommendations in the Final Report

At the December 2011 LAFCO Meeting, staff will present a plan for implementation of
the options and recommendations identified in the Report for the Commission's
consideration and approval.
ATTACHMENTS

Attachment A: Notice of Availability /Notice of WorkshoD and Public Hearing

Attachment B: The 2011 Countvwide Water Service Review Draft Renort dated

September 26, 2011 is available on the LAFCO Website
www.santaclara.ca.gov) under "What's New."

Attachment C: Comments from the Citv of Palo Alto dated September 28. 2011
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LAFCO
Local Agency Formation Commission of Santa Clara County

DATE: September 27, 2011

TO: Special District Managers
City Managers and County Executive
City Public Works Directors
Private Water Companies
City Council Members and County Board of Supervisors
LAFCO Members

Interested Parties

FROM: Neelima Palacherla, Executive Officer

SUBJECT: 2011 COUNTYWIDE WATER SERVICE REVIEW DRAFT REPORT
Notice of Availability and Notice of LAFCO Workshop & Public Hearing

Draft Countywide Water Service Review Report is Available for Public Review and Comment

LAFCO's Draft Countywide Water Service Review Report is now available for public review
and comment on the LAFCO Website (www santaclam lafco.ca eovl under "What's New." The

Report provides a comprehensive review of water services in Santa Clara County. It also
includes service review determinations for the agencies and sphere of influence
recommendations for four water districts and two resource conservation districts.

You may provide written comments on the Report by mail to LAFCO of Santa Clara County,
70 West Hedding Street, 11th Floor, East Wing, San Jose, CA 95110 OR you may email your
comments to neelima oalaeherla@ceo.seceov.omOR dunia noel@ceo scceov.om. Written

comments received by Monday, October 24th will be addressed in a Revised Draft Report that
will be available in early November for public review and comment on the LAFCO Website

October 5, 2011 LAFCO Workshop & Public Hearing on LAFCO's Draft Countywide Water
Service Review Report

On October 5T, LAFCO will hold a workshop on the Draft Countywide Water Service Review
Report No action will be taken at the workshop. A.public hearing on Draft Report will follow the
LAFCO workshop. The purpose of the public hearing is to accept public comments on the Draft
Report and for LAFCO to provide any direction to LAFCO staff. No final action on the Draft Report
will be taken at this public hearing A second LAFCO public hearing to consider adoption of the
Final Report is scheduled for December 7, 2011

LAFCO Workshop LAFCO Public Hearing

1130 AM to 1 P.M. 115 P.M. or soon thereafter

Lower Level Conference Room Isaac Newton Senter Auditorium

70 W. Hedding St, San Jose, CA 95110 70 W Hedding St., San Jose, CA 95110

Please feel free to contact me at (408) 299 -5127 or Dunia Noel, LAFCO Analyst at (408) 299 -5148 if
you have any questions or concerns. Thank you

70 West Hedding Street • I Ith Floor. Fast Wing • San Jose, CA 95110 • 1408 299 -5127 • 1408 2951613 Fax • wmmsantaclara. lafco.ca.gov
COMMISSIONERS: Pete Constant, Liz Koss. Margaret Abe -Koga, Mike Wasserman. Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Al Pinheiro, George Shirakawz, Terry Trumbull
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WATER SERVICE REVIEW

PUBLIC REVIEW DRAFT

September 26, 2011

Prepared for the
Local Agency Formation Commission of Santa Clara County
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Baracco and Associates, The Shibatani Group, Inc.,

Policy Consulting Associates, LLC.
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PREFACE

Prepared for the Local Agency Formation Commission of Santa Clara County ( LAFCO),
this report is a countywide water services review —a state - required comprehensive study
of services within a designated geographic area. This Service Review focuses on local
agencies and other service providers in Santa Clara County that provide water services.

CONTEXT

LAFCO of Santa Clara County is required to prepare this Countywide Water Service
Review by the Cortese -Knox- Hertzberg Local Government Reorganization Act of 2000
Government Code §56000, et seq.), which took effect on January 1, 2001. The water
service review examines services provided by public agencies whose boundaries and
governance are subject to LAFCO. Those agencies providing water services in Santa Clara
County are the focus of this review. In order to provide comprehensive information on
service provision, other service providers— private companies and mutual water
companies —are included in this Service Review.

CREDITS

The authors extend their appreciation to those individuals at many agencies that
provided planning and financial information and documents used in this report. The
contributors are listed individually at the end of this report. The local agencies have
provided a substantial portion of the information included in this report. Each local agency
provided budgets, financial statements, various plans, and responded to questionnaires.
The service providers provided interviews covering workload, staffing, facilities, regional
collaboration, and service challenges.

Santa Clara LAFCO Executive Officer, Neelima Palacherla, who was assisted by Dunia
Noel ( LAFCO Analyst), provided project direction and review. Steve Borgstrom, at the Santa
Clara County Planning Office, prepared maps. The Technical Advisory Committee,
composed of LAFCO Commissioner Susan Vicklund- Wilson, appointed by LAFCO; Monte
Sereno City Manager Brian Loventhal, appointed by the County /Cities Managers'
Association; Morgan Hill Engineering Deputy Director Karl Bjarke, appointed by the County
Municipal Public Works Officials' Association; and three representatives from the Santa
Clara Valley Water District ( SCVWD) Water Retailers' Group including SCVWD Chief
Operating Officer Jim Fielder, City of Santa Clara Director of Water & Sewer Utilities Chris

de Groot, and California Water Service Company Water Resource Planning Engineer
Michael Bolzowski, provided input and guidance during the review process.
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1. EXECUTIVE SUMMARY

This report is a countywide service review report on water services prepared for the
Santa Clara Local Agency Formation Commission ( LAFCO). A service review is a State -
required comprehensive study of services within a designated geographic area, in this case,
Santa Clara County. The service review requirement is codified in the Cortese -Knox-
Hertzberg Local Government Reorganization Act of 2000 (Government Code Section 56000
et seq.). After findings are adopted, the Commission will begin the process of updating the
spheres of influence ( SOls) of water providers in Santa Clara County. This report
recommends SOI updates for the special districts for the Commission's consideration.

PROVIDERS

Overview

This report reviews water services in Santa Clara County, including how these services
are provided by the special districts, cities and other providers not under LAFCO
jurisdiction. All agencies covered in this report and the services provided by each are
shown in Figure 1 -1.

There are 15 agencies under LAFCO jurisdiction that are covered in this report —eight
cities and seven special districts. Of these 15 providers, 11 provide potable retail water
services. Santa Clara Valley Water District ( SCVWD) is the only wholesaler among the
water purveyors under LAFCO jurisdiction. SCVWD also provides several countywide
water management services, not provided by other agencies, including Flood control,
groundwater management and recharge, and regional planningwater resource planning.
Loma Prieta Resource Conservation District ( LPRCD) and Guadalupe - Coyote Resource
Conservation District ( GCRCD) provide resource conservations services, including
watershed stewardship activities. Pacheco Pass Water District ( PPWD) provides
groundwater recharge services. PPWD is under the jurisdiction of San Benito LAFCO,
which is responsible for adopting determinations and updatingthe District's SOL

Other water providers in Santa Clara that are not under LAFCO jurisdiction, but are
relevant to the discussion of water services within the County, are discussed in Chapters 18
through 26 to the extent necessary to establish relationships, quantify services, and
provide a comprehensive overview of water services countywide. Large private water
purveyors within the County, which are covered in this report, include San Jose Water
Company, California Water Service Company, Great Oaks Water Company, West San Martin
Water Works, and Stanford University Other related agencies that influence water service
in the County, include San Francisco Public Utilities Commission and the Bay Area Water

EXECUTIVE SUMMARY



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

Supply and Conservation Agency. The County's four recycled water producers are also
included here for a comprehensive review of water supply sources.

For a geographic overview of the agencies covered, please refer to Figures 1 -3 and 1 -4.

Figure 1 -1: Santa Clara Water Service Providers

Santa Clara Valley Water District

Aldercroft Heights County Water District
Purissima Hills Water District

San Martin County Water District

Pacheco Pass Water District.

Guadalupe- Coyote Resource Conservation District
Loma Prieta Resource Conservation District

City of Gilroy

City of Milpitas

City of Morgan Hill
City of Mountam View

City of Palo Alto

San lose Municipal Water

City of Santa Clara
City of Sunnyvale

San Iose Water Company

California Water Service Company

Great Oaks Water Company
West San Martin Water Works

Stanford University
San Francisco Public Utilities Commission

Bay Area Water Supply and Conservation Agency

South County Regional Wastewater Authonty
South Bay Water Recycling

Palo Alto Regional Water Quality Control Plant
Sunnyvale Water Pollution Control Plant

W 
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All agencies covered in this report, the number of connections served and the amount of
water produced or imported are shown in Figure 1 -2.

Figure 1 -2: Santa Clara Water Service Providers

Agency
Agencies Under 1 jurisdiction

Santa ClaraValley Water District

Water

and/or

1 1

NA

Produced

2010

104,921

Aldercroft Heights County Water District 117 16

Purissima Hills Water District 2,176 1,903

San Martin County Water District 189 114

Pacheco Pass Water District NA NA

Guadalupe- Co ote Resource Conservation District NA NA

Loma Prieta Resource Conservation District NA NA

City of Gilroy 12,905 7,322

CitV of Milpitas 16,351 11,034

CitV of Morgan Hill 12 7

CitV of Mountain View 17,365 11,348

CitV of Palo Alto 20,238 13,065
San I ose Municipal Water 23,469 22,291
Citv of Santa Clara 26,985 23,214

Ci of Sunn vale

Agencies Not 1 jurisdiction
San I ose Water Company

29,257

222,450

21,465

133,066

California Water Service Company 18,310 11,648

Great Oaks Water Company 20,628 11,021
West San Martin Water Works 253 303

Stanford University 1 1,416 2,800
San Francisco Public Utilities Commission NA 254,497

Bay Area Water Supply and Conservation Agency NA NA

South County Regional Wastewater Authority 22 2,040

South Bay Water Recycling 600 8,650
Palo Alto Regional Water Quality Control Plant 7 2,450
Sunnvvale Water Pollution Control Plant 112 1,330

Notes:

1) Since the University chose to not participate in this water service review and update the mformationfrom the previous
service review, the number of connections and acre feet produced are from 2004.
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Figure 1 -4
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COUNTYWIDE WATER SUPPLY SYSTEM

Overview

Santa Clara County relies on three main sources of water: groundwater from the Santa
Clara Valley Basin, local surface water from creeks and streams, and imported water
delivered through the Hetch Hetchy Water System, the State Water Project and the Central
Valley Project. Each of these resources is integral to the overall supply, although there are
distinct differences in the sources available within the County's sub - regions. The southern
portion of the County is entirely dependent on groundwater for its potable supply. There
are currently no other potable water supply alternatives in the area. The northern portion
of the County utilizes all three sources — groundwater, local surface water and imported
water— although the amount supplied by each source varies by locale.

The two primary wholesale water agencies serving the County are Santa Clara Valley
Water District ( SCVWD) and San Francisco Public Utilities Commission ( SFPUC). SCVWD
treats local and imported surface water for further distribution to the water retailers.
SCVWD is the designated groundwater management agency for Santa Clara County and is
responsible for managing the groundwater resources, including all natural and artificial
recharge facilities. The extent of the services provided by the SFPUC is delivery of treated
water through the Hetch Hetchy System.

Since 1989, the County's various sources of water have remained relatively constant as
a percentage of total supply. In 2010, water supplied by SCVWD made up the largest share
of total use at 38 percent of total water purchased or produced by the County's water
purveyors. Groundwater comprised the second largest share at 35 percent of total water
supplied. SFPUC supplies (from the Hetch - Hetchy system) represent the third largest share
at 18 percent of total water use. Recycled water consisted of approximately four percent
and other local surface water (non- SCVWD) was six percent of total water supplied. A
breakdown of the various water sources by agency is shown in Figure 1 -6.

A schematic representation of the Santa Clara County water providers and water
system is shown in Figure 1 -5. Figure 1 -5 indicates supply sources by retailer in 2009,
which has been selected as a representative year for water conservation comparison
purposes.
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Purissima Hills WD 1,903 100 %n 0 0% 0 0% 0 0 %n 0 0 %n 0 0 %n 1,903

San Martin CWD 0 0 %n 0 0 %n 0 0 %n 114 100% 0 0 %n 0 0 %n 114

City of Gilroy 0 0 %n 0 0 %n 0 0 %n 6,622 90% 0 0 %n 700 10% 07,322
City of Milpitas 6,744 61% 3,484 32% 0 0 %n 0 0 %n 0 0 %n 807 7 %n 11,035

City of Moran Hill 0 0 %n 0 0% 0 0% 7,333 100% 0 0 %n 0 0 %n 7,333

City of Mountain View 9,476 84% 1,007 9 %n 0 0 %n 476 4 %n 0 0 %n 389 3 %n 11,348

City of Palo Alto 12,263 94% 0 0 %n 0 0 %n 0 0 %n 0 0 %n 802 6 %n 13,065

San lose Municipal Water 4,592 21% 13,692 61% 0 0 %n 668 3 %n 0 0 %n 3,339 15% 22,291

City of Santa Clara 2,454 11 %. 4,372 19% 0 0 % 13,980 60% 0 0 %n 2,409 10% 23,215

I San Jose Water Company 0 0 %n 64,783 49% 0 0 %n 51,107 38% 15,968 12% 1,208 1 %n 133,066

California Water Service Company 0 0% 8,252 71% 0 0 %n 3,396 29% 0 0 %n 0 0 %n 11,648

Great Oaks Water Comnanv 0 0 %n 0 0 %n 0 0 %n 11,021 100% 0 0 %n 0 0 %n 11,021

West San Martin Water Works 0 0% 0 0 %n 0 0% 303 100% 0 0% 0 0% 303

Stanford University' 2,800 100% 0 0 %n 0 0 %n 0 0 %n 0 0 %n 0 0 %n 2,800

Countywide Total 49,214 18%104,921 38% 16 0 %n 96,649 35% 15,968 6 %n 11,177 4 %n 277,944
Notes

11 Since the University chose to not participate in this water service review and update the information from the previous service review, the number of connections and acre feet produced are from
2004.
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Surface water supplies provided through SCVWD and SFPUC, along with local supply
availability, appear adequate to meet the County's needs. Federal and State contract water
through the Central Valley Project and State Water Project are shorted based on inter -
annual availability constraints, which are unpredictable. This is the primary limitation to
the County's water supply. The ability to meet future water use demands will depend
significantly on groundwater storage and expanded supplemental water supplies such as
transfers, exchanges, in -lieu supplies from groundwater banking, and both recycled water
and potential desalination.

Other Water Sources

Agencies are searching for additional drought - resistant water sources and a means to
enhance the use of existing sources, including desalination and recycled water.

The San Francisco Bay Area's five major water agencies —Contra Costa Water District
East Bay Municipal Utility District San Francisco Public Utilities Commission, Zone 7 Water
Agency, and Santa Clara Valley Water District —all collaborating on a desalination project
to determine the feasibility of a regional desalination facility. The intent of the Bay Area
Regional Desalination Project (BARDP) is to leverage existing pipelines and interties andto
share a regional facility that minimizes costs and environmental impacts.

Presently, about four percent of the County's total water use consists of recycled water,
limited primarily to landscaping and industrial uses. Recycled water is produced at four
wastewater treatment plants in Santa Clara County. Wastewater from Gilroy and Morgan
Hill is treated at the South County Regional Wastewater Authority facility in Gilroy. In
northern Santa Clara County, recycled water is produced at the Palo Alto Regional Water
Quality Control Plant the San Jose /Santa Clara Water Pollution Control Plant (South Bay
Water Recycling program) and the Sunnyvale Water Pollution Control Plant.

Of the 11 water retailers under LAFCO jurisdiction that are covered in this report, seven
make use of recycled water. San Jose Water Company ( SJWC) also makes use of recycled
water in its service area. Figure 1 -7 illustrates what portion of total water supply consists
of recycled water. Use ranges from one percent in SJWC to 15 percent in the City of San
Jose's water service area.
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Figure 1 -7: Portion of Total Water Supply Comprised of Recycled Water (2010)

Gilroy i
Milpitas

Mountain View

Palo Alto

i
San Jose

i
Santa Clara

i
Sunnyvale

SJWC

County Total I
0 % 2%4% 6% 8% 10% 12% 14% 16 %

It appears that there is room for expanded use of recycled water at the existing plants
based on the percent of plants' flows that is used for recycled water, as shown in Figure 1-
8. Constraints to use of recycled water are the cost of extending recycled water mains to
additional water users and stringent regulations regarding treatment and uses.

Figure 1 -8: Percentage of Treatment Plant Flow Used For Recycled Water (2010)

South Bay Water Recycling
Palo Alto Regional Water Quality Control Plant

ISunnvvale Water Pollution Control Plant

7%

10 %

10%

Recycled water use is expected to expand in the coming years. Water purveyors that
are presently making use of recycled water resources plan to increase consumption by 121
percent through 2035. Additionally, Great Oaks Water Company is assessing the potential
of initiating recycled water use.

In response to the expected increase in demand for this drought -proof and more cost
efficient water source, there are plans for plant expansions and a new plant. The plans
include:

An overall expansion of the SCRWA treatment plant to accommodate future growth
in Gilroy and Morgan Hill over the next 20 years.
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Rebuilding of the San Jose /Santa Clara Water Pollution Control Plant aging plant
with new treatment technologies including upgrades to the treatment process, as
well as enhanced use of renewable energy sources, and habitat and open space
areas.

SCVWD, in collaboration with the City of San Jose, is in the process of building an
advanced water treatment facility ( to be completed in early 2012), which will
produce up to ten million gallons per day of recycled water.

DEMAND

This section provides an overview of water uses, a general discussion of factors
affecting water demand, analysis of water demand indicators and conservation efforts, and
projections of future needs for water.

Residential water demand differences relate in part to differences in outdoor water use
between communities. Lot size is a significant factor affecting differences in per unit
demand. Structure age is another factor expected to affect demand differences, as newer
buildings tend to have modern, water- efficient plumbing fixtures. Urban water demand is
primarily affected by population and economic growth and by water use efficiency. As the
number of residents and jobs grows, the more showers are taken, toilets flushed and dishes
washed. Not only does demographic and economic growth affect water demand, so too
does the efficiency of water use.

Water usage varies significantly across providers and service areas, as shown in Figure
1 -9. In 2010, the median water use among the Santa Clara purveyors covered in this report
was 173 gallons per capita per day (gcpd). As shown in the figure, customers in Aldercroft
Heights County Water District (AHCWD) use significantly less water on average (40 gcpd)
than in the other service areas. This is in large part due to the high rates charged by
AHCWD. Conversely, customers in Purissima Hills Water District (PHWD) and West San
Martin Water Works (WSMWW) use significantly more water on average than in the other
services areas. High water demand within PHWD is likely attributable to the size of the
homes and landscaped area associated with the minimum one -acre parcels found within
the District.
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Figure 1 -9: Potable Water Use in Gallons per Capita per Day (2010)
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Conservation

Over time, water use levels change in response to changes in water prices,

improvements in the efficiency of plumbing fixtures and conservation programs aimed at
encouraging consumers to upgrade to efficient plumbing fixtures. These effects are
interrelated. For example, water price increases can encourage consumers to reduce their
water use directly (e.g, fewer showers) or prompt them to upgrade fixtures ( e.g., water -
efficient toilets). These impacts are readily identifiable in Santa Clara County where
conservation efforts and campaigns combined with economic recession have led to lower
water use which has resulted in lower water sales revenues.

During the drought in 2007 to 2009, water agencies implemented mandatory water
conservation efforts. Specifically, in March 2009, Santa Clara Valley Water District
SCVWD) adopted a resolution calling for a mandatory 15 percent water conservation.

Users exceeded this requirement by achieving 17 percent water conservation. Although
drought conditions are no longer a concern, SCVWD continued voluntary water
conservation efforts with a target of 10 percent in FY 10 -11. Agencies indicated plans to
continue conservation efforts in FY 11 -12.

Over 200 California water providers are signatories to the California Urban Water
Conservation Council ( CUWCC) agreement through which service providers pledge to
develop and implement 14 conservation "best management practices." Within. Santa Clara
County, City of Mountain View, City of San Jose, Santa Clara Valley Water District Purissima
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Hills Water District, San Jose Water Company, Great Oaks Water Company are the only
signatories among the water providers.

Projected Demand and Water Supply Capaci

Each agency's projected water demand through 2035 and the capacity to meet that
demand with existing and anticipated water supplies was analyzed based on agency -

reported projections in the UWMPs. Overall, the water purveyors appear to have sufficient
water supply to meet demand during normal years through 2035, and any shortfall in
water is anticipated to be made up by enhanced groundwater use. Potential water
shortages during single and multiple year drought scenarios were identified for the Cities
of Milpitas, Santa Clara, and Mountain View.

By the year 2020, Milpitas may experience water supply shortfalls in drought years,
with up to a 2,400 acre foot per year shortfall in the third year of consecutive drought by
2035. Milpitas plans to rely on groundwater pumping from its two municipal wells,
increased use of recycled water, and more stringent water conservation programs to
weather any drought- related shortfalls.

The City of Santa Clara is considered a temporary and interruptible customer of SFPUC
with assurance of supply only through 2018. If the City's total projected supplies include
SFPUC supply beyond 2018, the City will be able to meet its anticipated demands to 2035.
Without SFPUC supply, there are projected shortfalls by 2020 under normal, single dry, and
multiple dry-year sequences with shortfalls of up to 8,000 AF by 2035. The City has
conservatively included this scenario in its UWMP, and plans to meet future demand
growth by pumping additional groundwater, relying on more recycled water and increased
conservation. Similarly, the San Jose Municipal Water System is considered a temporary
and interruptible customer of SFPUC with assurance of supply only through 2018;

however, the City assumes in its UWMP that it will continue to receive the same share of
water from SFPUC through 2035, and consequently no shortages were identified.

The City of Mountain View projects minor supply deficits occurring as early as 2015
during multiple dry year periods, with a supply deficit of up to 2,350 acre feet (18 percent
shortfall) during the fifth year of consecutive drought by 2025. These projections assume
no change in demand during drought. years. The City would be able to increase the amount
of groundwater pumped to meet any supply deficit.

SCVWD appears to generally have sufficient water supply during normal supply
scenarios; however, there are projected deficits during a single and multiple dry year event
as early as 2015, which would require the District to capitalize on its groundwater reserves
and surface carryover supplies. A multiple dry -year event would also require enhanced
short-term conservation efforts.

EXECUTIVE SUMMARY 14



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

For the most part, surface water supplies provided through SCVWD and SFPUC,
conditioned by both long -term Central Valley Project /State Water Project allocation
sensitivity and the individual supply guarantee limitations, along with local supply
availability, are adequate to meet current and future demand projections within the
County. Groundwater is a notable "equalizer" in the County with each of the three sub -
basins assumed capable of providing significant sustained yield quantities. The biggest
uncertainty is in the assumed yield estimates for source area derived ( Sierra Nevada)
surface water supplies in the long -term for both SFPUC and SCVWD.

FACILITY NEEDS

Each of the providers identified infrastructure needs and deficiencies related to water
facilities. The primary need identified among the city water providers was the continued
replacement of aging mains that are prone to leaks and breaks. Additionally, several
agencies identified necessary improvements to facilities to enhance seismic stability and
safety. Facility needs for each of the agencies are outlined in Figure 1 -10, For further
information and background on an agency's respective needs refer to the provider's
individual chapter in this document.
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Figure 1 -10: Agency Infrastructure Needs

1. Review and corrective measures to the District's dams to enhance seismic stability
2. A meansto ensure water quality from the San Luis Reservoir duringlow levels

Santa Clara Valley Water District 3. Repairs to clearwells at the Penitencia water treatmentplant
4. Enhanced flood protection alongAlamias, Jones, and West Branch Llagas Creeks
S. Remediation of six impaired water bodies (Alamitos and Covote Creeks. Calero Reservoir, and Guadalupe Creek. Reservoir and Riverl

1AIdercroft Heights CounJv Water District 1. Replacement of a storage tank to enhance seismic stability

IPurissima Hills Water District 1. Upgrade and replacement of aging undersized mains that are prone to breaks and leaks

San Martin County Water District 1. Installation of a back -up well with generator for emergency purposes
Pacheco Pass Water District

1. Replacement of the spillway atthe North Fork Dam
2. Removal of vegetation atthe upstream slope and spillway exit channel

1. Replacement of water meters
City of Gilroy 2. Reconstruchon of the First Street main

3. Repairs and pammng of water storage tanks

1. Upgrades to the Curtis Well pump station
City of Milpitas 2. Extension of Abel Street /Carlos Street water line

3. Seismic improvements to the backbone water system

1. Construction of an additional well to provide adequate source capacity through 2035

City of Morgan Hill
2. Replacement of the Main Avenue main
3. Rehabilitation of booster pumps and wells
4. Re- coating of water tank

City of Mountain View
1. Replacement of agingwaterlines
2. Replacing currentwater meterswith remote -read capable meters

1. Replacement of agingwater lines

City of Palo Alto
2. Structural reinforcement for the Monte Bello, Corte Madera , Park, Boronda, and Dahl reservoirs

3. Emergency water supply and storage enhancements - rehabilitation of five of the City's existing stand -by wells, construction of three
new wells, construction of a 2.5- million gallon storage reservoir, augmentation of the existing Mavfield Pump Station

1. Main line extension to Nortech Parkway East to eliminate'dead end' lines
San Jose Municipal Water 2. Water main replacement along Bon Bon Drive

3. Ongoing reservoir seismic Pining

1. Distribution system replacement and restoration
City of Santa Clara 2. Seismic retrofit for storage tanks

3. Rehabilitation of wells and yumps
1. Refurbishing cleaning interior coating, and exterior painting of water tanks

City of Sunnyvale 2. Replacement of water lineswhere sod conditions are most corrosive
3. Replacement of the SCADA system
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Emergencv Preparedness

Urban water suppliers are expected to address catastrophic disruptions of water
supplies with plans reviewing the vulnerability of source and delivery and distribution
systems to events such as regional power outages and system failures.

In 2003, SCVWD initiated the Water Utility Infrastructure Reliability Project (IRP) to
determine the current reliability of its water supply infrastructure (pipes, pump stations,
treatment plants). The project measured the baseline performance of critical district
facilities in emergency events and identified system vulnerabilities. The study concluded
that the District's water supply system could suffer up to a 60 -day outage if a major event,
such as a 7.9 magnitude earthquake on the San Andreas Fault, were to occur. Less severe
hazards, such as other earthquakes, Flooding and regional power outages had less of an
impact on the District, with outage times ranging from one to 45 days.'

In light of the potential for a major seismic event or other emergency outage,
emergency preparedness and ability to weather any water supply interruption is a primary
concern for the providers. Depending on the type and length of the interruption, the water
retailers would rely on stored water and enhanced groundwater pumping, and when
available, make use of transfers though interties with other providers, to meet demand
during an outage.

A majority of the providers maintain interties with other providers for emergency
events, with the exception of Aldercroft Heights CWD and the Cities of Gilroy and Morgan
Hill.

In the event of an emergency that limited or stopped a provider's supply of water, the
system would rely on stored water in the short -term. Figure 1 -11 shows the number of
days of water storage that each provider maintains given maximum day flows. San Martin
County Water District maintains minimal water storage that maybe used during an outage,
and instead intends to rely on its intertie with West San Martin Water Works. As Aldercroft
Heights CWD does not have any neighboring water providers and consequently no interties
for emergency purposes, the District maintains substantial ( 14 days) water reserves
compared to the other agencies.

SCVWD, Draft UWMP, 2011, p. 9 -7
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Figure 1 -11: Days of Water Storage During Maximum Day Demand

Agency

Aldercroft Heights County Water District

Days of Stored
Water During Max

DayDemand
14

Purissima Hills Water District 2

San Martin County Water District 0.04

City of Gilroy 1

City of Milpitas 1

City of Morgan Hill 1.25

City of Mountain View 0.9

City of Palo Alto 0.13

City of San Jose - N. San Jose Alviso 1

City of San Jose - Evergreen 1.25

City of San Jose - Edenvale 3

City of San Jose - Coyote Valley 3.3

Cit of Santa Clara 1

Cit of Sunnyvale 1

FINANCING

Water rates and connection fees and property tax revenues are the primary financing
sources for water enterprises in the Service Review area. The water service providers rely
to differing degrees on these and other sources for revenues. The various financing
sources and the degree to which the agencies rely on them are shown in Figure 1 -12.

Figure 1-12:Agency Financing Sources
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As shown in Figure 1 -12, the water purveyors largely depend on water sales revenue to
operate the utility. Compared with other municipal services, there are relatively few
financing constraints for water enterprises. Generally, agencies may establish service
charges on a cost -of- service basis and are not required to obtain voter approval for rate
increases or restructuring. The boards of each of the public sector water providers are
responsible for establishing service charges. Service charges are restricted to the amount
needed to recover the costs of providing water service.

With the exception of Aldercroft Heights CWD, Purissima Hills WD and Gilroy, each of
the agencies reviewed here updated their rates in 2011. Rate increases among the retailers
ranged from 5.9 percent by San Jose Municipal Water System to 21 percent by Palo Alto,
with a median increase of 18 percent. Figure 1 -13 shows the average monthly water rates
for each retailer for a single family connection assuming an average monthly usage of 7,600
gallons. Based on the average use assumed, Aldercroft Heights CWD charges the highest
rates among the purveyors; however, it should be noted that customers within the AHCWD
service area use significantly less water on average than in the other service areas, and
would likely not use the full assumed amount. The median monthly rate among the
providers is $39.50.

Figure 1 -13: Monthly Water Rates for a Single Family Connection ( FY 11 -12)

Aldercroft Heights CWD
Purissima Hills CWD

San Martin CWD

Gilroy
Milpitas

Morgan Hill
Mountain View

Palo Alto

San Jose
Santa Clara

Sunnyvale
San Jose Water Co.

Cal Water

Great Oaks

I

100 $ 150 $ 200 $ 250

The retailer rates were greatly influenced by recent rate increases by SCVWD and
SFPUC. SFPUC raised rates by 38 percent for FY 11 -12, and SFPUC anticipates raising rates
an average of 10 percent annually over the next 10 years. These increases are the result of
the infrastructure projects undertaken by SFPUC to upgrade the regional water
distribution system at a cast of $4.6 billion. The degree to which SCVWD increased rates
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varied depending on zone of use, contract type, and agricultural or non - agricultural uses.
SCVWD rate increases ranged up to nine percent for non - agricultural purposes, as well as
non - contract treated water.

Water service costs vary between providers, due to differences in services provided,
water source, treatment methods, service areas, infrastructure age, maintenance efforts
and capital financing approaches. The providers vary substantially in size of operations.
Comparisons may be drawn by focusing on costs per capita served, as shown in Figure 1-
14. Operating expenditures ranged from $0.52 and $0.81 per capita in Guadalupe - Coyote
RCD and Loma Prieta RCD to $628 per capita in Purissima Hills WD. The median among
the water service providers (excluding the two RCDs) was $201 per capita.

Figure 1 -14: Operating Expenditures per Capita (FY 09 -10)
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Each of the providers self- reported on the adequacy of the existing financing level to
provide services. In general, those agencies that rely primarily on water rates and other
service charges to finance services reported that financing levels were adequate, while
those that rely on only property taxes to finance all services (Pacheco Pass WD, Guadalupe -
Coyote RCD and Loma Prieta RCD) reported that financing levels are inadequate. All
agencies reported a decline in revenues to some degree, which has led to expenditures cuts
and efforts at improved efficiencies.

Water providers rely on their financial reserves to weather recessions, for rate
stabilization purposes, to cover unexpected capital projects and as a form of savings to
accumulate what is needed to make needed capital repairs. Unrestricted financial reserves
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reflect savings that can be used for any water - related purpose, and are the most flexible
funds and most useful for sustaining service levels during tough economic times or for
unanticipated capital projects. Unrestricted reserves in terms of months of operating
expenditures are shown in Figure 1 -15. Interestingly, those agencies that reported an
inadequate level of financing tend to have the highest level of reserves.

Figure 1 -15: Months of Unrestricted Reserves in Operating Expenditures ( FY 09 -10)
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SERVICE, LEVELS

During the course of this service review, several deficiencies in accountability and
transparency were identified.

Of the agencies reviewed, Aldercroft Heights CWD, San Martin CWD, and Pacheco Pass
WD do not maintain websites where documents and information are publicly accessible. It
is a recommended practice that a public agency maintain a website where all agency
information is readily available to constituents.

Three special districts have failed to submit regular audited financial statements to the
County. County water districts are required to complete annual audits per the district
enabling act.' Additionally, all special districts are required to submit annual audits to the
County within 12 months of the completion of the fiscal year, unless the Board of

z California Water Code §30540.
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Supervisors has approved a biennial or five-year schedule.' In the case of AHCWD and
SMCWD, the Districts must submit audits annually. AHCWD has failed to submit its audit to
the County for FY 09 -10 within the required 12 month period. SMCWD has failed to submit
audited statements for the last five fiscal years. In the case of Pacheco Pass WD, the District
is required to submit an audited statement ever five years; however, PPWD failed to submit
a report in FY 09 -10 when it was required.

Of particular concern is that San Martin CWD has been extending services to
connections outside of its boundaries and sphere of influence without LAFCO approval and
is presently illegally serving seven connections. SMCWD was informed by LAFCO on
several occasions in 1999, 2001, 2005, and 2007, and most recently, during the course of
this service review that they must seek LAFCO approval prior to extending services.
SMCWD appears to lack accountability and transparency to the public and regulatory
agencies. Specifically, those customers that are served outside of the District are
considered disenfranchised as they cannot hold office, cannot effectively influence rates, or
vote in a district election. The District should not allow any future connections outside its
bounds without first seeking LAFCO approval and should work with LAFCO to streamline
the annexation of the current extraterritorial connections.

GOVERNANCE ALTERNATIVES

Several governance options were identified over the course of this study, those
considered most feasible in the short -term include:

Reorganization of Pacheco Pass WD with SCVWD and San Benito CWD

Annexation of extraterritorial service areas by Aldercroft Heights CWD, San Martin
CWD, and the City of Morgan Hill

Government Code §26909.
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2. BACKGROUND

This report is prepared pursuant to legislation enacted in 2000 that requires LAFCO to
conduct a comprehensive review of municipal service delivery and update the spheres of
influence (SOIs) of all agencies under LAFCO's jurisdiction. The focus of this report is water
service providers throughout the County. This chapter provides an overview of the
County's water system, as well as the planning context and regulatory setting affecting
water service in the County. The outline of the chapter is as follows:

1) The background of LAFCO,

2) Purpose of the service review,

3) Sphere of influence updating process,

4) Process and methodology of the review,

5) The local and regional planning context

6) Key laws affectingwater supply analysis and planning, and

7) Regulation of water providers.

LAFCQS, SERVICE REVIEWS, AND SPHERES OF INFLUENCE

History of LAFCO

After World War II, California experienced dramatic growth in population and economic
development. With this boom came a demand for housing, jobs and public services. To
accommodate this demand, many new local government agencies were formed, often with
little forethought as to the ultimate governance structures in a given region, and existing
agencies often competed for expansion areas. The lack of coordination and adequate
planning led to a multitude of overlapping, inefficient jurisdictional and service boundaries,
and the premature conversion of California's agricultural and open -space lands.

Recognizing this problem, in 1959, Governor Edmund G. Brown, Sr. appointed the
Commission on Metropolitan Area Problems. The Commission's charge was to study and
make recommendations on the "misuse of land resources" and the growing complexity of
local governmental jurisdictions. The Commission's recommendations on local

governmental reorganization were introduced in the Legislature in 1963, resulting in the
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creation of a Local Agency Formation Commission, or " LAFCO," operating in every county
except San Francisco.

LAFCO of Santa Clara County was formed as a countywide agency to discourage urban
sprawl, preserve agricultural and open space resources, promote efficient service provision
and encourage the orderly formation and development of local government agencies.
LAFCO is responsible for coordinating logical and timely changes in local governmental
boundaries, including annexations and detachments of territory, incorporations of cities,
formations of special districts, and consolidations, mergers and dissolutions of districts, as
well as reviewing ways to reorganize, simplify, and streamline governmental structure.
The Commission's efforts are focused on ensuring that services are provided efficiently and
economically while agricultural and open -space lands are protected. To better inform itself
and the community as it seeks to exercise its charge, LAFCO conducts service reviews to
evaluate the provision of services within the County.

LAFCO regulates, through approval, denial, conditions and modification, boundary
changes proposed by public agencies or individuals. It also regulates the extension of
public services by cities and special districts outside their boundaries. LAFCO is

empowered to initiate updates to the SOIs and proposals involving the dissolution or
consolidation of special districts, mergers, establishment of subsidiary districts, and any
reorganization including such actions. Otherwise, LAFCO actions must originate as
petitions or resolutions from affected voters, landowners, cities or districts.

LAFCO of Santa Clara County consists of five regular members: two members from the
Santa Clara County Board of Supervisors, two city council members with one permanent
seat for San Jose as the largest city, and one public member who is appointed by the other
members of the Commission. There is an alternate in each category. All Commissioners are
appointed to four -year terms.

The mandate for LAFCOs to conduct service reviews is part of the Cortese -Knox
Hertzberg Local Government Reorganization Act of 2000 (CKH Act), California Government
Code §56000 et seq. LAFCOs are required to conduct service reviews prior to or in
conjunction with sphere of influence updates and are required to review and update the
sphere of influence for each city and special district as necessary, but not less than once
every five years. LAFCO of Santa Clara County completed and adopted its first round of
service reviews and sphere of influence updates prior to January 1, 2008, as required by
state law.

LAFCO of Santa Clara County is responsible for establishing, reviewing and updating
spheres of influence for 44 public agencies in Santa Clara County (15 cities and 28 special
districts). LAFCO's service reviews work plan calls for the completion of these studies over
the next three calendar years. This report is the second in a series of service reviews by
subject that LAFCO plans to complete

BACKGROUND 24



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE. REVIEW

e Reviews

The service review requirement was enacted by the Legislature months after the
release of two studies recommending that LAFCOs conduct reviews of local agencies. The
Little Hoover Commission" focused on the need for oversight and consolidation of special
districts, whereas the "Commission on Local Governance for the 21st Century' focused on
the need for regional planning to ensure adequate and efficient local governmental services
as the California population continues to grow.

Little Hoover Commission

In May 2000, the Little Hoover Commission released a report entitled Special Districts:
Relics of the Past or Resources for the Future? This report focused on governance and
financial challenges among independent special districts, and the barriers to LAFCO's
pursuit of consolidation and dissolution of districts. The report raised the concern that "the
underlying patchwork of special district governments has become unnecessarily
redundant, inefficient and unaccountable."

In particular, the report raised concern about a lack of visibility and accountability
among some independent special districts. The report indicated that many special districts
hold excessive reserve funds and some receive questionable property tax revenue. The
report expressed concern about the lack of financial oversight of the districts. It asserted
that financial reporting by special districts is inadequate, that districts are not required to
submit financial information to local elected officials, and concluded that district financial
information is "largely meaningless as a tool to evaluate the effectiveness and efficiency of
services provided by districts, or to make comparisons with neighboring districts or
services provided through a city or county."'

The report questioned the accountability and relevance of certain special districts with
uncontested elections and without adequate notice of public meetings. In addition to
concerns about the accountability and visibility of special districts, the report raised
concerns about special districts with outdated boundaries and outdated missions. The
report questioned the public benefit provided by health care districts that have sold, leased
or closed their hospitals, and asserted that LAFCOs consistently fail to examine whether
they should be eliminated. The report pointed to service improvements and cost reductions
associated with special district consolidations, but asserted that LAFCOs have generally
failed to pursue special district reorganizations.

The report called on the Legislature to increase the oversight of special districts by
mandating that LAFCOs identify service duplications and study reorganization alternatives

Little Hoover Commission, 2000, page 24
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when service duplications are identified, when a district appears insolvent, when district
reserves are excessive, when rate inequities surface, when a district's mission changes,
when a new city incorporates and when service levels are unsatisfactory. To accomplish
this, the report recommended that the State strengthen the independence and funding of
LAFCOs, require districts to report to their respective LAFCO, and require LAFCOs to study
service duplications.

Commission on Local Governance for the 21st Century

The Legislature formed the Commission on Local Governance for the 21st Century
21st Century Commission ") in 1997 to review statutes on the policies, criteria,

procedures and precedents for city, county and special district boundary changes. After
conducting extensive research and holding 25 days of public hearings throughout the State,
at which it heard from over 160 organizations and individuals, the 21st Century
Commission released its final report, Growth Within Bounds: Planning California
Governance for the 21st Century, in January 2000. The report examines the way that
government is organized and operates and establishes a vision of how the State will grow
by "making better use of the often invisible LAFCOs in each county."

The report points to the expectation that California's population will double over the
first four decades of the 21st Century, and raises concern that our government institutions
were designed when our population was much smaller and our society was less complex.
The report warns that without a strategy open spaces will be swallowed up, expensive
freeway extensions will be needed, job centers will become farther removed from housing,
and this will lead to longer commutes, increased pollution and more stressful lives. Growth
Within Bounds acknowledges that local governments face unprecedented challenges in
their ability to finance service delivery since voters cut property tax revenues in 1978 and
the Legislature shifted property tax revenues from local government to schools in 1993.
The report asserts that these financial strains have created governmental entrepreneurism
in which agencies compete for sales tax revenue and market share.

The 21st Century Commission recommended that effective, efficient and easily
understandable government be encouraged. In accomplishing this, the 21st Century
Commission recommended consolidation of small, inefficient or overlapping providers,
transparency of municipal service delivery to the people, and accountability of municipal
service providers. The sheer number of special districts, the report asserts, "has provoked
controversy, including several legislative attempts to initiate district consolidations,"' but

The Commission on Local Governance for the 21st Century ceased to exist on July 1, 2000, pursuant to a statutory sunset.
provision.

6 Commission on Local Governance for the 21st Century, 2000, page 70.
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cautions LAFCOs that decisions to consolidate districts should focus on the adequacy of
services, not on the number of districts.

Growth Within Bounds stated that LAFCOs cannot achieve their fundamental purposes
without a comprehensive knowledge of the services available within its county, the current
efficiency of providing service within various areas of the county, future needs for each
service, and expansion capacity of each service provider. Comprehensive knowledge of
water and sanitary providers, the report argued, would promote consolidations of water
and sanitary districts, reduce water costs and promote a more comprehensive approach to
the use of water resources. Further, the report asserted that many LAFCOs lack such
knowledge and should be required to conduct such a review to ensure that municipal
services are logically extended to meet California's future growth and development.

Service reviews would require LAFCO to look broadly at all agencies within a
geographic region that provide a particular municipal service and to examine consolidation
or reorganization of service providers. The 21st Century Commission recommended that
the review include water, wastewater, and other municipal services that LAFCO judges to
be important to future growth. The Commission recommended that the service review be
followed by consolidation studies and be performed in conjunction with updates of SON.
The recommendation was that service reviews be designed to make nine determinations,
each of which was incorporated verbatim in the subsequently adopted legislation. The
legislature since consolidated the determinations into six required findings.

Municinal Services Review Leabdation

The Cortese- Knox - Hertzberg Local Government Reorganization Act of 2000 requires
LAFCO to review and update SOIs not less than every five years and to review municipal
services before updating SOIs. The requirement for service reviews arises from the
identified need for a more coordinated and efficient public service structure to support
California's anticipated growth. The service review provides LAFCO with a tool to study
existing and future public service conditions comprehensively and to evaluate
organizational options for accommodating growth, preventing urban sprawl, and ensuring
that critical services are provided efficiently.

Effective January 1, 2008, Government Code §56430 requires LAFCO to conduct a
review of municipal services provided in the county by region, sub - region or other
designated geographic area, as appropriate, for the service or services to be reviewed, and
prepare a written statement of determination with respect to each of the following topics:

Growth and population projections for the affected area;

2 Present and planned capacity of public facilities and adequacy of public services,
including infrastructure needs or deficiencies;
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Financial ability of agencies to provide services;

Status of, and opportunities for shared facilities,

Accountability for community service needs, including governmental structure and
operational efficiencies; and

Any other matter related to effective or efficient service delivery, as required by
commission policy.

Purnoses of the Renort

This Countywide Water Service Review will be available for use by LAFCO, the County,
cities, special districts, and the public to better understand how water service is provided
within Santa Clara County. Additionally, the review will be a resource to inform LAFCO
decisions, including:

Updating spheres of influence,

Initiating or considering jurisdictional boundary changes,

Considering other types of LAFCO applications, and

Providing a resource for further studies.

LAFCO will use this report as a basis to update the spheres of influence of the four
water districts and two resource conservation districts. With regard to the cities' spheres of
influence, LAFCO will use information from this report along with the information gathered
in subsequent service reviews to update the spheres of influence of cities.

The report contains a discussion of various alternative government structures for
efficient service provision. LAFCO is not required to initiate any boundary changes based
on service reviews. However, LAFCO, other local agencies ( including cities, special districts
or the County) or the public may subsequently use this report together with additional
research and analysis, where necessary, to pursue changes in jurisdictional boundaries.
Government Code Section 56375(a) gives LAFCO the power to initiate certain types of
boundary changes consistent with a service review and sphere of influence study. These
boundary changes include:

Consolidation of districts (joining two or more districts into a single new successor
district);

4:• Dissolution (termination of the existence of a district and its corporate powers);

BACKGROUND 28



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE. REVIEW

Merger (termination of the existence of a district by the merger of that district with
a city);

Establishment of a. subsidiary district (where the city council is designated as the
board of directors of the district); or

b A reorganization that includes any of the above.

LAFCO may also use the information presented in the service reviews in reviewing
future proposals for annexations or extensions of services beyond an agency's
jurisdictional boundaries or for proposals seeking amendment of urban service area
boundaries of cities or sphere of influence boundaries of districts.

Other entities and the public may use this report as a foundation for further studies and
analysis of issues relating to water related services in this County.

here Of Influence Updates

The Commission is charged with developing and updating the sphere of influence (SOI)
for each city and special district within the county'

An SO is a LAFCO- approved plan that designates an agency's probable future boundary
and service area. Spheres are planning tools used to provide guidance for individual
boundary change proposals and are intended to encourage efficient provision of organized
community services, discourage urban sprawl and premature conversion of agricultural
and open space lands, and prevent overlapping jurisdictions and duplication of services.

Every determination made by a. commission must be consistent with the SOls of local
agencies affected by that determination,' for example, territory may not be annexed to a
city or district unless it is within that agency's sphere. In other words, the S01 essentially
defines where and what types of government reorganizations ( e.g, annexation,
detachment, dissolution and consolidation) may be initiated. If and when a government
reorganization is initiated, there are a number of procedural steps that must be conducted
for a reorganization to be approved. Such steps include more in -depth analysis, LAFCO
consideration at a noticed public hearing, and processes by which affected agencies and /or
residents may voice their approval or disapproval.

The initial statutory mandate, in 1971, imposed no deadline for completing sphere designations When most LAFCOs
failed to ac; 1984 legislation required all LAFCos to establish spheres of influence by 1985

a Government Code §56375 5
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SOIs should discourage duplication of services by local governmental agencies, guide
the Commission's consideration of individual proposals for changes of organization, and
identify the need for specific reorganization studies, and provide the basis for
recommendations to particular agencies for government reorganizations.

The Cortese - Knox - Hertzberg ( CKH) Act requires LAFCO to develop and determine the
SOI of each local governmental agency within the county and to review and update the SOI
every five years, as necessary. LAFCOs are empowered to adopt, update and amend the
SOI. They may do so with or without an application and any interested person may submit
an application proposing an SOI amendment.

LAFCO may recommend government reorganizations to particular agencies in the
county, using the SOIs as the basis for those recommendations. In determining the SOI,
LAFCO is required to complete a service review and adopt the six determinations
previously discussed. In addition, in adopting or amending an SOI, LAFCO must make the
following determinations:

Present and planned land uses in the area, including agricultural and open -space
lands;

4:1 Present and probable need for public facilities and services in the area;

Present capacity of public facilities and adequacy of public service that the agency
provides or is authorized to provide;

Existence of any social or economic communities of interest in the area if the
Commission determines these are relevant to the agency; and

In the case of special districts, the nature, location, and extent of any functions or
classes of services provided by existing districts.

By statute, LAFCO must notify affected agencies 21 days before holding the public
hearing to consider the SOI and may not update the SOI until after that hearing. The LAFCO
Executive Officer must issue a report including recommendations on the SOI amendments
and updates under consideration at least five days before the public hearing.

A CEQA determination is made by LAFCO on a case -by -case basis for each sphere of
influence action and each change of organization, once the proposed project characteristics
are sufficiently identified to assess environmental impacts.
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Urban Service Area

In Santa Clara County, the SOI as defined in state law is relevant for special districts;
however, for cities, the inclusion of an area within a city's SOI should not necessarily be
seen as an indication that the city will either annex or allow urban development and
services in the areas. The urban service area ( USA) is the more critical boundary
considered by LAFCO for the cities, and serves as the primary means of indicating whether
an area will be annexed to a city and provided with urban services.

Review and amendment of USA boundaries is the Commission's primary vehicle for
encouraging orderly city growth. Within the USAs, LAFCO does not review city annexations
and reorganizations if the proposals are initiated by city resolution and meet certain
conditions. State law gives cities in Santa Clara County the authority to approve such
reorganizations.

SERVICE REVIEW PROCESS AND METHODOLOGY

Standard analytical tools and practices were used to gather and analyze information for
the water service review. The service reviewprocess is outlined as follows:

Technical Advisory Committee: LAFCO formed a committee to provide input on
the service review and insight into anyparticular water related issues.

Outreach: LAFCO performed outreach and explanation of the project through a
letter and informational Flier.

Establishment of Criteria: Preliminary criteria to be used in making the
determinations required under the laws governing service reviews were developed.
These criteria were presented to the LAFCO staff and Technical Advisory Committee
for review and comment

Data Discovery: Collection of data from available online and central data resources
i.e, agency websites, California Department of Public Health, Santa Clara County
and Department of Environmental Health, the Environmental Protection Agency).
Population information and projections, developed by the Association of Bay Area
Governments (ABAG),.

Request for Information: Creation of a personalized questionnaire based on
available information for each agency, and distribution to the agencies for
completion. A dedicated online website was used to allow agencies to upload
requested information.
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3 Interviews: After reviewing each agency's questionnaire response and submitted
documents, the agencies were interviewed to fill in missing information, follow up
on current matters, as well as to see what progress was made on issues identified in
the previous service review. Interviews were conducted with a number of
stakeholders, including managing and operating staff at the various agencies, the
Santa Clara and San Benito County Auditor Controllers Office, staff from the
California Department of Public Health, Santa Clara County Department of
Environmental Health, California Division of Safety of Dams, and National Resource
Conservation Services. A list the individuals interviewed during this engagement
can be found in the appendix.

3 Drafting of Agency Chapters: Chapters on each of the agencies were compiled,
using a standard format based on the interviews and data collected. Agencies
responded to information requests in varying levels of detail. Reasonable efforts
were taken to obtain a level of consistency in the data to make the required
determinations and analyze issues.

3 Agency Review for Accuracy: The chapters were provided to each agency for
internal review and comment, to ensure accuracy prior to release of the document

3 Data Analysis and Service Review Determinations: Information gathered from
the agencies and the interviews was analyzed and applied to the determination
criteria to make the required determinations for each agency and reach conclusion
about the focus issues identified inthe REP.

5 Public Review Draft Released: The draft document is released for public review
and comment.

3 LAFCO Hearing: LAFCO holds a public hearing to solicit agency and public feedback
and comments on the draft report.

3 Final Draft Released: The revised redlined draft document is released with a

comment log indicating any action taken pursuant to the comment

3 Adoption of Final Report: LAFCO holds a public hearing where the Commission
may adopt the final report.

Review Criteria

Each agency under LAFCO jurisdiction is assessed in each category using the criteria
described below.
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Growth and nonulation nroiections for the affected area

The amount and percent of population growth projected by the Association of Bay
Area Governments between 2010 and 2035.

The type and extent of any significant planned or proposed development.

Present and planned capacity of public facilities and adea_uac_v Of_nublic services.
includina infrastructure needs or deficiencies

The total annual raw water supply under entitlement for the agency's use from
various sources (with each source and authorized use identified).

The maximum total annual raw water supply that can be guaranteed every year for
the agency's use from various sources ( this is the agency's "firm yield ").
Identification of the primary causes of the differences between total raw water
supply under entitlement and "firm yield'; and what augmentations each agency is
pursuing to close that gap.

The percentage of the firm yield water supplies in use during average and peak
demand periods.

Projected firm yield estimates over the future planning horizon in 5 -year
increments (i.e., 2010, 2015, 2020, etc.)

The age and condition of the conveyance, treatment, distribution and storage
facilities as reported by the agency (including groundwater wells).

2 The physical and operational capacities of the treatment, distribution, and storage
system.

The need for capacity enhancement based on the percent of existing capacity in use
during average and peak demand periods

The need for capacity redundancy and /or safeguards against service interruptions.

The number of days in full compliance with Primary Drinking Water Regulations in
2010 where 361 days or 99 percent is the industry standard.

The number and type of health and monitoring violations for drinking water
recorded by EPA since 2000.

The extent of the agency's water reserves in days of available water supply should a
major disruption in raw water delivery occur
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An assessment of the adequacy of the agency's system, operations, and
management, including any required improvements, as evaluated and
recommended by the California Department of Public Health during the most recent
inspection.

Infrastructure needs and agency's plans to address these needs, as reported by the
agency, or identified in capital improvement plans, and /or recommended by the
Department of Public Health.

The percent of the system's capacity in use during average and peak demand
periods.

Projected demands (by use category) to 2035 as reported by the agency.

Comparison of available firm yield, system capacities, and projected demands to
illustrate each agencies' ability to serve in 5 -year increments to 2035 ( i.e., 2010,
2015, 2020, etc.)

Management practices: To establish public trust and accountability, best
management practices include 1) preparing a budget before the beginning of the
fiscal year, 2) conducting periodic financial audits, 3) maintaining relatively current
financial records, 4) evaluating rates and fees periodically, 5) planning and
budgeting for community service needs, and 6) an established process to address
complaints.

Financial ability ofaaencv to nrovide services

The adequacy of the level of financing and any financing challenges or constraints as
reported by the agency.

Rates: The degree to which the rates (and other revenue, if applicable) are able to
cover annual operating and capital costs, anticipated future capital costs, and
maintain a healthy a reserve.

The degree to which the agency is investing in capital as compared to depreciation
of capital assets during FYs 08, 09, and 10.

Capital planning: Whether or not the agency has an up -to -date capital improvement
plan with estimated timing and anticipated financing sources for each project.

Capital reserves: the capital reserve fund balance as of June 30, 2010 and the
anticipated capital funding needs based on identified infrastructure needs and
estimated costs.
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Reserves: the audited unrestricted fund balance as of June 30. A reserve of three
months of operating casts is considered reasonable.

Status of and onnortunities for shared facilities

The degree of existing cost minimization efforts through facility, personnel and
equipment sharing.

The potential for facility, personnel, and equipment sharing as reported by the
agency.

Accountability for community service needs. includina aovernmental structure and

operational efficiencies

Public Access and Outreach: Agency efforts to engage and educate constituents
through outreach activities and availability of information on a website, in addition
to compliance with open meeting and public records laws.

Governance and Service Delivery Options: The potential to restructure the
governance of agencies and /or service providers, or change the service provider
with the goal of increasing service efficiency.
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SETTING

As described in the following sections, the County's available water supply is subject to
imposed regulatory constraints ( e.g., Delta Flow Criteria, new instream flow standards,
etc.) and ongoing climatic shifts leading to associated effects to California's weather
patterns and resultant hydrology.

POTENTIAL EFFECTS OF CLIMATIC SHIFTS

ON WATER SUPPLY

Ongoing climatic shifts will affect water supply reliability throughout Santa Clara
County in the future. However, the degree, timing, and long -term effect will depend on
numerous factors including natural climatic cyclicality ( i.e., variability), atmosphere -ocean
interactions, the robustness of the Pacific oscillation cycles, global emissions of greenhouse
gases, and our Statewide adaptive capabilities of offsetting the resulting hydrologic
changes, to name but a few. Since the delicate atmosphere -ocean feedback mechanisms
that dictate global circulation of both the atmospheric and oceanic systems are driven by
the energy balance of the earth, changes in that balance will affect our climate. While many
believe this to be a political debate, climatology is a physical science governed by
incontrovertible physical laws. Shifts in the energy balance, such as those caused by
attenuated outgoing longwave radiation regardless of cause will affect climate to some
degree. How such climatic shifts ultimately affect California and, more specifically, Santa
Clara County, will depend on each of the aforementioned factors. A dominating factor in
the weather of California is the semi- permanent high pressure area of the north Pacific
Ocean. This pressure center typically moves northward in summer, holding storm tracks
well to the north and, as a result, California receives little or no precipitation from this
source during that period. In winter, however, the Pacific high typically retreats southward
permitting storm centers to swing into and across California. These storms bring
widespread precipitation to the State. When changes in the circulation pattern, however,
permit storm centers to approach the California coast from a southwesterly direction,
copious amounts of moisture are carried by the northeastward streaming air ( the
Pineapple Express "). This circulation of the Pacific high, when combined with the
topography of California is what influences the actual precipitation patterns we observe on
the ground.

A major oscillation in the Pacific atmospheric circulation is known as the El Nino
Southern Oscillation ( ENSO) condition. Under an ENSO condition, sea surface

temperatures in the eastern Pacific are above normal and the central and eastern Pacific
experience increased convection activity. It is this convection activity that manifests itself
into what we observe as a typically wet winter in California. The opposite ENSO phase is
known as La Nina where, cold upwelling water in the eastern Pacific coincides with
convection activity displaced further westwards towards the central Pacific. In California,
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we typically observe this more distant displacement of Pacific convection activity as a drier
period. One need only recall the recent wet and dry weather episodes in California to
appreciate the large scale effects that the ENSO can have on our observed precipitation and
air temperatures. Shifts in global circulation, due to climate change that affect ENSO, Will
result in associated effects to California's weather patterns and resultant hydrology.

In general, from a hydrological perspective, climatic shifts have the effect of reducing or
at least changing the overall managed water asset pool, or what hydrologists refer to as
system yield. Climatic perturbations will result in an added diminishment to a system yield
that is already under increasing pressures from imposed regulatory constraints ( e.g., Delta
Flow Criteria, new instream flow standards, etc.).

For Santa Clara County, these effects will be experienced in three primary ways. First
and foremost, will be a reduction of available imported water supplies. Second, will be a
decrease in locally- derived water supplies, should the prevailing storm tracks experience
permanent latitudinal shifts. And finally, as the volume of freshwater inflows from melting
permanent icepacks coupled with thermal expansion of the oceanic water bodies will lead
to a rise in mean sea levels worldwide. The first two represent the primary concerns for
Santa Clara County, for the potential effects imparted by those processes will be observed
far before any measurable detection of sea level rise along the north county shorelines.

California's precipitation ( and, therefore, primary water source) is largely focused in
upper watershed areas or source areas. This time sensitive supply will likely experience
both a change in character, from snow to rain, where a higher proportion of the annual
precipitation could occur as rain, and a change in overall precipitation quantity as well as
timing. With a shift in primary precipitation from snow to rain, the responsiveness of the
draining streams and rivers will also be affected. No longer will the time - released
capability of the existing snowpack play the role that it does today. It is expected,
therefore, that alterations in hydrologic composition will occur and exhibit a more
pronounced shift from snow - dominated to rain or rain /snow- dominated systems. For
Santa Clara County this has implications to water supply security by reducing the ability of
the existing CVP /SWP terminal reservoirs to manage altered inflow under their existing
operational rules.

Generally, one can surmise that, with less snowfall, watershed responses will be quicker
and, in many cases, earlier. In fact, some claim that this progression has already started (or
has been in place for some time) and the data seem to support this contention. The spring
pulse, which represents the largest flow period for the river has been reduced in
importance by approximately 10 percent over the past 100 years in many CVP mainstem
tributaries. Such inferences to water managers is significant, since it is during this time
period that much of the allocated quantities (e.g., irrigation deliveries, instream needs,
refuges /wetlands, etc.) are assigned.
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For all of the regions and systems within the State that rely on river flows, a decrease in
the proportionality of the spring pulse can have significant implications as demands for
allocations continue to increase. Under these diverging conditions, there will quite simply
be less water to go around. This anticipated shortage includes the entire Delta watershed
including the Delta itself, its upper catchments, CVP /SWP terminal reservoirs, the
mainstem rivers ( Sacramento and San Joaquin) and their tributaries ( e.g., Feather,
American, Stanislaus, etc.), and to a lesser extent the Coastal watersheds and Southern
California watersheds. Santa Clara County, which relies significantly on imported water
from the source area watersheds of the Sierra Nevada and lower Cascades, stands to be

notably affected by these changes. This would include the Hetch Hetchy system relied
upon by SFPUC, and consequently, all of the BAWSCA partners that use SFPUC water.

Acknowledging the various trends set forth in the numerous hydrological and
climatological studies is very useful in providing the baseline from which to forewarn
policy makers, Water managers, and resource management practitioners of the potential
repercussions of climatic shifts to water resources, including governance issues such as
water rights.

Some of the likely trends in the exact source area watersheds upon which Santa Clara
County rely include, but are not limited to:

Lower summer and late- spring runoff,

Higher mid- winter streamflows,

Altered total annual precipitation,

Shift in precipitation form, from snow to rain,

Snowpack peak water content earlier in the year,

Lower natural snowpack storage and, therefore, a decrease in time -delay capability,

More responsive watersheds (quicker flow response),

Watershed saturation and storage will occur earlier in the season,

Rates of water flows will by stunted (a more flattened unit hydrograph),

Existing ephemeral streams may dry up earlier,

Intensities of individual precipitation events may increase, and

Likely shift towards overall drier annual conditions.
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For each of these general trends, however, variations between watersheds will exist.
Each watershed, some even adjacent to each other, will respond differently depending on
their own inherent physiologic, geologic, pedologic, and hydrologic characteristics.
Universal applicability of these trends across all watersheds is not possible— despite
modelers' attempts to do so. The degree to which these trends play out across California
will depend significantly on the robustness of the shifts in Pacific storm tracks, which as
discussed earlier, will depend on a complex series of atmospheric and hydro climatological
interactions.

For Santa Clara County, the potential implications to water supply and water resources
management resulting from these likely trends include, but are not limited to:

Reduced Federal /State contract deliveries,

2 Increased frequency of shortage impositions by Federal /State water managers on
contractor deliveries,

Shifted seasonal availability from which Sierra Nevada supplies would be available,

Long -term shift away from imported supplies,

Increased need to develop new local /regional storage —with longer carryover
potential,

Higher variability in inter - annual localized reservoir inflows ( more intense drier
and wetter periods),

Greater urgency to develop groundwater storage and banking,

Increased localized storm intensities,

Revisiting localized flood detention /stormwater management strategies,

Increased recycled water development,

Longer -term sea level rise, and

Increased frequency of seasonal desiccation of localized streams, but coincident
with higher peak flow events.
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LOCAL AND REGIONAL PLANNING CONTEXT

ional Water Plannin

Regional water planning has become increasingly critical to increase drought
preparedness, regional self- sufficiency, sustainable resource management, and to improve
coordination among land use and water planners. The Legislature promoted the concept
by authorizing local public agencies to form regional water management groups and adopt
regional plans to address qualified programs or projects ( SB 1692). The legislation
requires the State Department of Water Resources (DWR) to prioritize funding for projects
identified in integrated regional water management plans (IRWMPs). Integrated resource
planning is a comprehensive systems approach to resource management and planning that
explores the cause- and - effect relationships affecting water resources. The plans are
recommended to not only analyze the watershed and espouse principles, but also to effect
change by including a finance plan with prioritized objectives, an implementation plan, and
plans for ongoing performance measurement to evaluate progress.

Rav Area Integrated Renional Water Mananement Plan

San Francisco Bay Area water, wastewater, flood protection and stormwater
management agencies; cities and counties represented by ABAG; and watershed
management interests represented by the California Coastal Conservancy ( CCC) and non-
governmental organizations signed a Letter of Mutual Understanding ( LOMU) to develop
an Integrated Regional Water Management Plan ( IRWMP) for the San Francisco Bay Area.

Participants included the Bay Area Water Agencies Coalition ( BAWAC) involving water
supply and water quality, the Bay Area Clean Water Agencies ( BACWA) involving
wastewater and recycled water, Bay Area Flood Protection and Stormwater Management
Agencies and Districts involving flood protection and stormwater management, and ABAG
and the CCC involving watershed management and habitat protection and restoration.

The combined efforts of these participating organizations culminated in adoption of the
Bay Area IRWMP in 2006. The overall objectives of the Plan are to:

s Foster coordination, collaboration and communication among Bay Area agencies
responsible for water and habitat - related issues;

3 Achieve greater efficiencies and build public support for vital projects; and

S Improve regional competitiveness for project funding.
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Urban Water Manaaemen2Plans

The 2010 Urban Water Management Plans (UWMPs) were required to be adopted by
July 1, 2011 and submitted to DWR by August 1, 2011. Usually, UWMPs are due on
December 31 of years ending in 0 and 5, but a 6 -month extension has been granted for
submittal of the 2010 UWMPs to provide additional time for water suppliers to address the
SBX7 7 water conservation requirements noted in a following section. Anew Guidebook to
assist in the preparation of the 2010 Urban Water Management Plans is available from
DWR. These new UWMPs update baseline water supply, infrastructure, conservation, and
water demand /needs information across Santa Clara County.

Adoption dates and references to individual city and special district UWMPs are
contained within each agency chapter.

Santa Clara iVallev Habitat Conservation Plan and Natural Communitv Conservation Plan

The cities of Gilroy, Morgan Hill and San Jose, the County of Santa Clara, the Santa Clara
Valley Transportation Authority and the Santa Clara Valley Water District have initiated a
collaborative process to prepare and implement a Habitat Conservation Plan /Natural
Communities Conservation Plan (HCP /NCCP) for the Santa Clara Valley. These Local
Partners, in association with the U.S. Fish and Wildlife Service, California Department of
Fish and Game, stakeholder groups and the general public will develop a long -range plan to
protect and enhance ecological diversity and function within a large section of Santa Clara
County, while allowing for currently planned development and growth. The Plan will
provide a framework for the protection of natural resources while streamlining and
improving the environmental permitting process for both private and public development
including activities such as road, water, and other infrastructure construction and
maintenance work The plan will create a number of new habitat reserves that will be
larger in scale and more ecologically valuable than the fragmented, piecemeal habitats
currently yielded by mitigating projects on an individual basis.

Objectives of the Santa Clara Valley HCP /NCCP include:

Conserving natural biological communities at the ecosystem scale by agreeing as a
region on essential habitat for the protection of certain endangered and threatened
species, and proactively preserving that habitat to both mitigate for the
environmental impacts of development and enhance and restore the natural
communities that support endangered plants and animals.

Accommodating land uses compatible with local Genera] Plans by streamlining the
permitting process and allowing public and private development and
operations /maintenance projects requiring permits from state and federal agencies
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to proceed without the costly and time- consuming delays associated with
negotiating endangered species issues on a project -by- project basis.

Facilitating the provision of water supply and flood protection by preserving and
enhancing watersheds and by meeting state and federal habitat requirements for
contracts to import water from outside the County.

Providing a process with extensive and numerous opportunities for public
involvement throughout development and implementation of the HCP /NCCP.

The Applicants are requesting a 50 -year Section 10(a)(1)(b) incidental take permit
because 21 proposed Covered Species, including 11 animal species and 10 plant species,
could be affected by development, operations and maintenance, and reserve management
activities within the proposed 509,883 -acre permit area, located in the Santa Clara Valley.
Public comment closed on April 18, 2011.
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REGULATION OF WATER PROVIDER AGENCIES

Water providers are subject to numerous federal and state requirements covering
water rights, long -term water planning, protecting water systems from terrorism
vulnerabilities, and ensuring that water employees are adequately trained to perform their
functions, among others. This section provides an overview of the more significant and
recent requirements.

Federal, state and local agencies play regulatory roles in Santa Clara water.

Figure 2 -1: Water Regulatory Agencies

Agency Regulatory Role
U.S. Bureau of Reclamation Central Valley Project

U.S. Environmental Protection Agency
Drinkingwater quality standards, source water protection,
contaminated site remediation

State Water Resources Control Board Water rights, water quality standards, water protection plans,
discharger enforcement

CA Department of Water Resources State Water Project, water planning, dam safety, flood control

CA Department of Public Health Water provider operational permits, drinking water quality
standards, water employee certification, water securi

CA Department of Fish and Game
Stream flow requirements, streambed alterations, species
conservation

Oversight of hazardous substances, remediation of contaminated
CA Department of Toxic Substances Controls sites
Santa Clara County Department of Drinking water quality standardsEnvironmental Health

SantaClaraValle Water District Monitoring and man ementof groundwater use

The U.S. Bureau of Reclamation ( USBR) operates the Central Valley Project, an extensive
network of dams, canals and related facilities. USBR serves as watermaster overseeing
contentious water rights issues, and runs drought protection programs.

The U.S. Environmental Protection Agency (EPA) is responsible for enforcing drinking
water quality standards, although much of this authority is delegated to the states. EPA
conducts groundwater protection and contaminated site remediation programs.

The State Water Resources Control Board (SWRCB) allocates water rights, adjudicates
water right disputes, develops statewide water protection plans, establishes water quality
standards, and guides the nine Regional Water Quality Control Boards located in the major
watersheds of the state. SWRCB is responsible for granting water rights permits and
approving certain transfers of water rights, to investigate violations and reconsider or
amend water rights. The nine Regional Water Quality Control Boards (RWQCBs) develop
and enforce water quality objectives and implementation plans.
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DWR is responsible for the planning,, construction and operation of State Water Project
facilities and sets conditions on use of SWP facilities. In addition, DWR is responsible for
statewide water planning, evaluating urban water management plans, overseeing dam
safety and flood control, and transfer of certain water rights permits (e.g, pre - 1914).

The California Department of Public Health (DPH) is responsible for the enforcement of
the federal and California Safe Drinking Water Acts and the operational permitting and
regulatory oversight of public water systems of more than 15 connections. DPH also
conducts water source assessments, oversees water recycling projects, permits water
treatment devices, certifies water system employees, and promotes water system security.

The California Department of Toxic Substances Control ( DTSC) is responsible for
oversight of hazardous substances and remediation of contaminated sites, including water
sources. The California Department of Fish and Game ( DEG) has jurisdiction over
conservation and protection of fish, wildlife, plants and habitat DEG determines stream
flow requirements in certain streams, acts as permitting agency for streambed alterations,
presents evidence at water rights hearings on the needs of fish and wildlife, and enforces
the California Endangered Species Act.

The County of Santa Clara's Department of Environmental Health (DEH) is responsible
for monitoring the State Small Water Systems— systems of less than 15 connections that
serve less than 25 individuals—within the County for water quality.

Water Suuulv Regulations

Water rights are subject to various and complex legal requirements, many of which
have been resolved in the courts. For surface water sources within California, the state
monitors water rights and allocations. The groundwater basins in Santa Clara County are
not adjudicated, SCVWD does monitor and manage the groundwater basins in the County,
as well as the use and operation of wells in the County.

Since 2001, land use agencies in California have been required to obtain written
verification of sufficient water supply before approving plans for new development. Any
project subject to the California Environmental Quality Act (CEQA) supplied with water
from a public water system must be provided a water supply assessment except as
specified in the law. The plan must include information relating to the quality of existing
sources of water available to an urban water supplier over given periods and include the
manner in which water quality affects water management strategies and supply reliability!

v California DWR, 2003, p. 6E.
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In recent years, state law has increased infrastructure and reporting requirements for
the State Water Project ( SWP). DWR began preparing a SWP water delivery reliability
report in response to the 2001 legislation requiring water supply assessments for new
development. Evaluation of the impacts of earthquakes, natural disasters and climate
change on the Sacramento -San Joaquin Delta on water supplies must be conducted by DWR
and the Department of Fish and Game ( DFG), including comparative rating of policy
options. Recent law imposed new requirements on DWR to expand the content of its
statewide water plan.

The Natural Resources Defense Council released a 2001 study raising concerns over
groundwater contamination in California. The report described the regulatory framework
as fragmented and an " ineffective patchwork of monitoring and assessment"" and
described planning and data as inadequate. Legislation followed shortly thereafter to
establish comprehensive groundwater monitoring and increase the availability of
information about groundwater quality to the public. The legislation requires the State
Water Resources Control Board ( SWRCB) to integrate existing monitoring programs and
design new program elements, as necessary, to establish a comprehensive statewide
groundwater quality monitoring program.

Urban water suppliers are required by the Urban Water Management Planning (UWMP)
Act to prepare a water shortage contingency plan every five years. The plan describes and
evaluates sources of water supply, efficient uses of water, demand management measures,
implementation strategy and schedule, and other relevant information and programs.
Those reliant on groundwater must provide evidence to the State of their water rights, and
if the particular groundwater basin is overdrafted ( i.e., the water used exceeds the water
replenished over the long - term), must describe efforts to correct the problem.

Enhanced water conservation is the policy goal of other recent state law. DWR was
required by legislation to report on opportunities and constraints for increasing recycled
water use in 2003. Since 2005, urban water suppliers have been required to install water
meters on municipal and industrial services connections, and must begin by 2010 to charge
customers based on volume of water.

The federal government recently required water providers to prepare terrorism
vulnerability assessments and implementation of needed corrections. Water treatment
personnel must meet State certification requirements.

10 Helperm, Beckman and Inwood, 2001, pp. 72 -75.
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Source Oualitu

To prevent further deterioration of impaired water bodies, the EPA and state and
regional water quality boards have established Total Maximum Daily Load standards
TMDLs) for many impaired water bodies. TMDLs set numerical targets for the amount of
pollutants allowed in a water body and methods for meeting those targets. TMDLs are
established for high - priority, impaired water bodies. Numerous TMDLs have been

established since 2003 in Santa Clara County to mitigate the effects of trash, bacteria,
nutrients, and other pollutants.

Two primary articles of legislation provide the legal basis and authority for water
quality standards in California. The Federal Clean Water Act ( CWA) specifically and
directly addresses the matter of water pollution control. The primary California legislation
addressing the control of water quality is the P̀orter- Cologne Water Quality Control Act °

The CWA requires that states adopt water quality standards, including standards for
toxic substances. The states are also required to have an ongoing planning process, to
conduct public hearings once every three years to review water quality standards and
revise them if necessary. After about 20 years of water pollution regulation from point
sources, the act Was amended in 1990 to require management of stormwater and urban
runoff water quality.

The Porter - Cologne Water Quality Control Act established a comprehensive program
for the protection of water quality and the beneficial uses of water. It applies to surface
waters, wetlands and groundwater, and to both point and nonpoint sources of pollution or
waste discharge." In addition, Title 23 of the California Code of Regulations (CCR) contains
administrative and regulatory elements of water quality and quantity management in
California. Other pertinent state law affecting water quality in California include
regulations set forth by the Health and Safety Code, the Fish and Game Code, the Public
Resources Code, and the Revenue and Taxation Code. The California Environmental

Quality Act ( CEQA) requires all state agencies, boards and commissions to include an
environmental impact report (EIR) in any report on any project having a significant effect
on the environment.

CWA delegates the responsibility to administer the act to the EPA. In turn, the EPA has
delegated responsibility for portions of CWA to state and regional boards, including water
quality planning and control programs such as the National Pollutant Discharge
Elimination System (NPDES).

CWA directs states to review water quality standards every three years and, as
appropriate, modify and adopt new standards. CWA also regulates wastewater operation

California Water Code 51300.
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through state boards. CWA authorizes the EPA to administer requirements and primarily
deal with the quality of effluent which may be discharged from treatment facilities, the
recycling of residual solids generated in the process, the reuse of reclaimed water for
irrigation and industrial uses to conserve potable water, and the nature of waste material
particularly industrial) discharged into the collection system.

The Porter- Cologne Water Quality Control Act directs the California state and regional
boards to review and update Water Quality Control Plans, or Basin Plans, periodically. The
act also authorizes state boards to adopt water quality control plans. In the event of
inconsistencies among state and regional board plans, the more stringent provisions apply.

To reduce pollution in watersheds, CWA directed the states to establish TMDLs of
pollutants. The San Francisco Bay RWQCB has jurisdiction in Santa Clara County, and thus
the authority to establish TMDLs in the County. The TMDLs require local agencies to
monitor pollutant levels and develop remedial actions that will prevent contaminants from
exceeding maximum allowable levels. TMDLs present numerical targets for water quality
pollutant levels in impaired water bodies.

Water bodies in Santa Clara County that are significantly affected by pollutants and
classified as impaired include Alamitos Creek, Calero Reservoir, Coyote Creek, and
Guadalupe Creek, Reservoir, River. The priority level of the impaired water body is shown
in Figure 2 -2 as determined by the San Francisco Bay RWQCB. Primary pollutants that
affect the County's waterbodies are mercury and diazinon.

Figure 2 -2: Santa Clara County Impaired Water Bodies

Alamitos Creek Mercury Medium

Calero Reservoir Mercury Medium

Coyote Creek Diazinon High
Guadalupe Creek Mercury Medium

Guadalupe Reservoir Mercury Medium

Guadalupe River Diazinon /Mercury Hi „h /Medium

Source, 2002 CWA Semou 303 fd)List of Water Draw Looked Se¢meuts

Potable Water Reeulations

Potable water systems in Santa Clara County are regulated by a number of agencies,
depending on the type of entity (public or investor- owned) and size of system (number of
connections). The regulatory oversight includes both operational for service areas, system
capacity and rates, and health for water quality.
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Various operations and activities of these water systems are regulated by several
agencies depending on size (number of connections and population served), water source,
and ownership. The primary regulators for health purposes are the County Department of
Environmental Health ( DEH) for systems consisting of five to 14 connections and the
California Department of Public Health (DPH) for systems of greater than 15 connections.
Systems of four or less connections are not regulated by a public health agency. Water
systems that are investor owned, meaning that the owners, whether it be an individual or
group, are not customers of the water system, are regulated by the California Public
Utilities Commission (CPUC). CPUC oversees the service areas and rates of these utilities.
A system may be regulated by both CPUC and a public health agency; the two are not
mutually exclusive. A breakdown of the regulating agency by size of the water system is
shown in Figure 2 -3. Regulation of the various sized systems is described in more detail
below.

Figure 2 -3: Regulating Agencies Based on Size of System

Individual  

Shared (2 -4 connections)   

Small (5 -14 connections)   
Public (15 or more connections)    

Individual Private Water Svstem - 1 connection

A private water system which receives water from a well and serves only one owner is
not subject to the regulatory authority of the State. Local regulations are primarily related
to new well construction or abandonment. For any new system, a clearance must be
obtained from the County through the Department of Environmental Health prior to
construction. As a condition of approval, the applicant must demonstrate acceptable water
quality through lab testing and analysis, the reliability of water supply, and adequate
storage. Source capacity must be equal to or exceed a sustained 2.5 gallons per minute
during a twenty -four hour period of continuous pumping, or until 3,600 gallons have been
achieved during a time period of twenty -four hours or less of continuous pumping. In
addition, a sustained 2.5 gallons -per- minute yield must be demonstrated during the dry
season of August through October. Minimum required storage capacity is 1,000 gallons.

In addition, the system is subject to the SCVWD's Well Ordinance 90 -1 and a permit
must be obtained prior to construction. Any change in the well's status, including
abandonment, requires a permit to change the classification. System maintenance and
water quality monitoring is the responsibility of the system's owner.
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Shared Water Svstem - 2 to 4 connections

The regulatory authority for shared systems with two to four connections is similar to
that of individual systems, with a few exceptions. A clearance must be obtained from the
County prior to construction. As with individual systems, the same requirements apply for
water quality, adequate supply and storage with the minimum capacity applicable to each
connection.

If the system is operated as a corporation, association or mutual water company and
only providing water to its stockholders and members at cast, or to the State or any state
agency or department, or any public district (city, county, school district, etc.), or federal
agency for use in fire protection or park operations, then it is not subject to the regulation
of the California Public Utilities Commission. In addition, mutual water companies may
provide water in an emergency to property located within or adjacent to the service area of
the MWC without changing the MWC's status.

If the system is providing water to anyone other than the above, the water company will
be subject to the regulatory oversight of the Public Utilities Commission. The system would
have to be approved by the CPUC for its operational components, including service area,
system capacity and rates.

If the system's water source includes groundwater, it is subject to the Santa Clara Valley
Water District's Well Ordinance 90 -1 as described above. Water quality is monitored by the
individual owners, neither the County nor the California Department of Public Health
inspects these smaller systems.

Small Water Svstem - 5 to 14 connections (State Small Water Svstems)

Water systems with five to fourteen connections are known as "State Small Water
Systems" A permit from the County's Department of Environmental Health is required for
construction and operation. Any change in ownership requires submission of a new
application. No permit will be issued if water service for each or all connections is available
from an existing public, private or mutual water system. As a condition of approval, the
applicant must demonstrate that there is adequate system capacity to supply a minimum of
three gallons per minute for at least twenty -four hours for each connection.

As with the smaller systems described above, ownership determines operational
oversight. If it is operated as a corporation, association or mutual water company and only
providing water to its owners or stockholders, it does not fall under the jurisdiction of the
CPUC. If it is providing water to anyone else, it will be subject to the jurisdiction of the
CPUC and General Order Nos. 103 and 96 -A.
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If the system's water supply includes groundwater, it is subject to the Santa Clara Valley
Water District's Well Ordinance 90 -1 as described above, requiring the appropriate
permitting and reporting for construction, inactivity and abandonment.

The County of Santa Clara's Department of Environmental Health is responsible for
monitoring the State Small Water Systems within the County for water quality. System
operators are required to submit testing results at least once every three months. In
addition, the State Department of Public Health may monitor systems with less than 15
service connections that meet the population threshold of 25 individuals served daily at
least 60 days out of the year.

Public Water Svstem - 15 or more connections

Water systems with 15 or more connections that serve at least 25 individuals at least 60
days out of the year are considered public water systems. These typically include county
and municipal water districts, private water companies and larger mutual water
companies. The public water agencies are subject to the numerous code sections in both
the State's Public Utilities Code and Health and Safety Code. Private water companies are
subject to the regulatory oversight of the CPUC as described above. MWCs do not fall under
the Commission's purview provided they meet the service limitations described above.

If the system's water source includes groundwater, it will be subject to the Santa Clara
Valley Water District's Well Ordinance 90 -1 as described above, requiring the appropriate
permitting and reporting.

DPH monitors the water quality of the systems with regular inspections, testing, and
reporting.

ADDlicable Reaulations

Some of the regulations applicable to water systems within the County include the
following:

California Health and Safety Code

California Public Utilities Code

California Public Utilities Commission: The California Public Utilities Commission

CPUC) governs the provision of water by private entities, including service area,
system design, levels of service and rates. The Commission regulates investor -
owned water systems, but does not have jurisdiction over municipal utilities or
districts. Mutual water companies or companies owned by homeowner associations
are exempt if they serve only their stockholders or members. The following General
Orders apply:
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General Order No. 103: Rules Governing Water Service Including Minimum
Standards for Design and Construction, and

General Order No. 96 -A, Rules Governing the Filing and Posting of Schedules
of Rates, Rules, and Contracts.

County of Santa Clara Ordinance Code

Division B7, Section 12 addresses water supply for fire flow and authorizes
the County Fire Marshall to determine adequacy based on location and
building types

Division B11 - Environmental Health includes the County regulations for
construction of individual or small private water systems and State Small
Water Systems.

Santa Clara Valley Water District Well Ordinance 90 -1 regulates the classification,
construction and destruction of wells within Santa Clara County. All wells must be
classified as active, inactive or abandoned /unused. Active wells within the Districts'
groundwater charge zones are subject to the District's groundwater production
requirements and require the filing of groundwater production statements. Any
change in well status requires a permit issued by the District, including new well
construction and abandonment.

Water Oualitv

There are a number of threats to drinking water: Improperly disposed chemicals,
animal wastes, pesticides, human wastes, wastes injected deep underground, and naturally
occurring substances can all contaminate drinking water. Likewise, drinking water that is
not properly treated or disinfected, or which travels through an improperly maintained
distribution system, may also pose a health risk.

The Safe Drinking Water Act (SDWA) is the main federal law that ensures the quality of
Americans' drinking water. The law requires many actions to protect drinking water and
its sources — rivers, lakes, reservoirs, springs and groundwater wells —and applies to
public water systems serving 25 or more people. It authorizes the EPA to set national
health -based standards for drinking water to protect against both naturally occurring and
man -made contaminants and to oversee the states, localities and water suppliers that
implement the standards. EPA drinking water standards are developed as a Maximum
Contaminant Level (MCL) for each chemical or microbe. The MCL is the concentration that
is not anticipated to produce adverse health effects after a lifetime of exposure, based upon
toxicity data and risk assessment principles. EPA's goal in setting MCLs is to assure that
even small violations for a period of time do not pose significant risk to the public's health
over the long run. National Primary Drinking Water Regulations ( NPDWRs or primary
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standards) are legally enforceable standards that limit the levels of contaminants in
drinking water supplied by public water systems. Secondary standards are non -
enforceable guidelines regulating contaminants that may cause cosmetic effects ( such as
skin or tooth discoloration) or aesthetic effects (such as taste, odor, or color) in drinking
water. EPA recommends secondary standards to water systems but does not require
systems to comply. However, states may choose to adopt them as enforceable standards.
Federal and State regulations on maximum contaminant levels in drinking water have
evolved and expanded since 1977.

The California DPH and Santa Clara DEH implement the SDWA in Santa Clara County.
These agencies require public water systems to perform routine monitoring for regulated
contaminants that may be present in their drinking water supply. To meet water quality
standards and comply with regulations, a water system with a contaminant exceeding an
MCL must notify the public and remove the source from service or initiate a process and
schedule to install treatment for removing the contaminant. Health violations occur when
the contaminant amount exceeds the safety standard (MCL) or when water is not treated
properly. In California, compliance is usually determined at the wellhead or the surface
water intake. Monitoring violations involve failure to conduct or to report in a timely
fashion the results of required monitoring.

Each of the domestic water providers is inspected by the respective regulatory agency
periodically. All of the systems under LAFCQ jurisdiction in Santa Clara County are
inspected by DPH. Each of the providers was last inspected in 2010.
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KEY LAWS AFFECTING WATER SUPPLY

ANALYSIS AND PLANNING

New and pending changes to various regulatory provisions are continually challenging
water resource and related land use planning agencies across California. In the water
resources arena, changes, updates and completely new regulatory requirements run the
full gamut of issues; including those affecting water supply, flood control, water quality,
groundwater, environmental restoration ( instream flow maintenance), water conservation,
recycled water, etc. Since 2005, when the last Santa Clara Countywide Water Service
Review was completed, several new and significant changes in water - related regulations in
California have been passed. In several cases, these have imparted significant influence on
how traditional water planning activities are being implemented.

Such regulatory changes or pending changes will affect the water providers in Santa
Clara County to varying degrees depending on the relevancy of the change to their specific
operational circumstance ( e.g, water supplies, infrastructure, treatment, etc.). A
presentation of the more prescient changes are identified and discussed below. The
potential implications to Santa Clara County's water providers are noted and discussed.

State Comprehensive Package of Water Legislation 2004

On November 12, 2009, Governor Arnold Schwarzenegger signed into law a sweeping
package of water legislation seeking to improve water supply reliability throughout
California. Each of the bills, as they are commonly recognized, are summarized below.

SBX71 Mmitian) Delta Governance: Delta Stewardship Council. Delta Conservancv. Delta

Protection Cnmmirrion

SB 1 enacts the Sacramento -San Joaquin Delta Reform Act (Act) (Water Code § 85000 et
sect), which declares that "existing Delta policies are not sustainable" and "resolving the
crisis requires a fundamental reorganization of the State's management of Delta watershed
resources" The Act established the Bay Delta Conservation Plan (BDCP) and all Delta -
related actions (e.g, Delta Flow Criteria). It is intended that ultimately, the Delta Plan will
provide the roadmap necessary to address long- standing issues regarding the Delta, issues
that have, and continue to affect exporters such as the Santa Clara Valley Water District
SCVWD) through constrained Delta pumping.

SBX7 2 fCoad ill) Water Bonds

This is the major infrastructure funding for new California water projects under the
Safe, Clean and Reliable Drinking Water Supply Act of 2010. While rejected by the voters
last November, it will appear again on the 2012 ballot. If approved, it would authorize the
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issuance of bonds in the amount of $11.14 billion pursuant to the State General Obligation
Bond Law to finance a safe drinking water and water supply reliability program. The total
bond amount includes $455 million for drought relief, $1.4 billion for regional water supply
projects, $2.25 billion for Delta sustainability projects (including $1.5 billion for the BDCP),
3 billion for water storage, $1.785 billion for watershed conservation, $1 billion for
groundwater cleanup and protection, and $1.25 billion for water recycling and Water
conservation. New water storage, given the State's current ability to effectively rely on
existing storage capacity is a priority within the bond. New storage Statewide will help
federal and State water contractors better meet inter - annual delivery targets through
increased allocations. This would have direct bearing on Santa Clara County's future water
supply sustainability. The County, through its various water purveyors (e.g., SCVWD) could
apply for, and benefit from individual programs ( e.g., new storage projects including
regional water supply projects, water recycling, water conservation) or, from the broader
BDCP that will ultimately help provide sustainability of Delta exports to which the County
depends.

SBX7 6 (Steinhera) Groundwater Elevation Monitorina

This introduces new groundwater elevation monitoring for water providers. Under SB
6, systematic monitoring of groundwater levels in all basins and sub - basins of the state are
to be collected and made readily available to the public. Monitoring would document
seasonal and long -term trends in groundwater elevations. The legislation states that the
new monitoring requirements will apply only to groundwater " basins" or "sub- basins," as
defined by the Department of Water Resources in Bulletin 118. Reports describing the
status of the State's groundwater basins and sub - basins would be made to the Governor
and Legislature. Water purveyors themselves are required to implement these programs.

SBX7 7 (Steinhera) Water Conservation

One of the most recognized requirements, under SB 7, urban water suppliers have until
2020 to cut per capita urban water use by 20 percent statewide, and agricultural water
suppliers must now adopt water management plans and carry out certain efficient water
management practices. SB 7 requires the State to reduce urban per capita water use by 20
percent no later than December 31, 2020, and by at least 10 percent no later than
December 31, 2015. The law requires urban retail water suppliers, which include all public
or private entities that directly provide potable municipal water to more than 3,000 end
users or that serve more than 3,000 acre feet of potable water each year, to develop urban
water use targets to help achieve the water use reduction goals. While the law does not
require individual urban retail water suppliers to reduce per capita water usage by more
than 20 percent, each supplier will have to reduce per capita daily water use by at least 5
percent, unless water use already is 100 gallons per capita per day or less. Urban retail
water suppliers will have to meet their own urban water use targets, which they will
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establish after noticed public hearings. These water conservation targets will affect all of
the major water purveyors in Santa Clara. County,

SRX7 R fSteinhern) Wo ter Rinh tr Fnforcem en t

Under SB 8, the State Water Resources Control Board ( SWRCB) will expand its water
rights enforcement staff and levy substantial financial penalties against water users who
fail to accurately report their diversion and use of surface water. SB 8 amends a long -
neglected provision of the Water Code that requires riparian water users and holders of
pre -1914 appropriative rights to file Statements of Water Diversion and Use with the
SWRCB every three years (Water Code § 5100 et sect). Purveyors in Santa Clara County
who hold such rights ( e.g., SCVWD) would be required to meet these new reporting
requirements.

elta Actions including the BDCP

This is the new HCP /NCCP ( Habitat Conservation Plan and Natural Communities
Conservation Plan), which will ultimately set the "environmental" windows for export
diversions through the Delta that would go to places like Santa Clara County. The BDCP
focuses on the recovery of ESA- listed species and their habitat in the Bay Delta and will
include major proposals for changing how water is diverted and conveyed through the Bay
Delta to both the State and federal water export facilities in the south Delta. The final plan
will include various projects including a Non - Physical Barrier; Delta Risk Management
Strategy; Subsidence Reversal /Carbon Sequestration Studies; among others. As noted
previously, these actions, by virtue of their influence on Delta pumping, will ultimately
affectthe sustainability of water deliveries to Santa Clara Countyvia the Delta pumps.

Continuing Jurisdiction of U.S. District Court Judge Oliver
Wanger - U.S. Bureau of Reclamation Operations and
Criteria Plan Biological Ouinions

This operational guideline (Operations and Criteria Plan), used by the U.S. Bureau of
Reclamation, has been under challenge since 2007 through various biological opinions that
have beenprepared on the plan. Numerous rulings from Judge Waugerhave been made on
these biological opinions with several revisions completed, and currently, a. new National
Environmental Policy Act process is underway to assess the cumulative environmental and
socio- economic effects of the alternative actions identified in the opinions. The court's final
rulings will dictate how the CVP (and SWP) are operated with respect to listed federal fish
species. This will have significant effect on how the Delta facilities are operated —a vital
element for Santa Clara's imported federal and State water supplies.
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Delta Flow Cri

On August 3, 2010, the State Water Resources Control Board ( Board) adopted
Resolution 2010 -0039 approving a report determining new flow criteria for the
Sacramento -San Joaquin Delta ecosystem necessary to protect public trust resources
pursuant to the Board's public trust obligations in compliance with Water Code section
85086. In recognition of the fact that recent Delta Flows are insufficient to support native
Delta fish for today's habitats, flow criteria recommendations included maintaining:

75 percent of unimpaired Delta outflow from January through June;

75 percent of unimpaired Sacramento River inflow from November through June;
and

60 percent of unimpaired San Joaquin River inflow from February through June.

Such flow criteria, when ratified into new standards for the Delta, will significantly
affectoverall system operations and the ability of exporters, such as SCVWD, to increase or
even maintain deliveries through the Delta. pumps.

Federal Water Contract Shortages

This new U.S. Department of Interior policy will, under certain dry- years, cut CVP
municipal and industrial water service contractors to 50 percent of historical deliveries
based on a prorated municipal and industrial versus agricultural contract step -down from
100 percent and in consideration of public health and Welfare issues. An EIS is under
preparation on this new policy and will be completed in 2012. This new policy will
significantly affect the safe yield of those holding CVP M &I water service contracts, such as
SCVWD.

SWRCB Instream Flow Studies

As part of the SWRCB's recognition that the State may be over allocated in terms of
water rights, they are initiating instream flow studies on 127 priority streams across the
State; with the ultimate goal of establishing instream flow standards. Two of those streams
are in Santa Clara County. Equally important will be the new flow standards in the
CVP /SWP mainstem tributaries which, if attenuated, will affect overall U.S. Bureau of
Reclamation ( Operations and Criteria Plan) flexibility in meeting Delta water quality
standards, and thereby, Delta export pumping.
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Chromium -6 - California and Federal

At the end of 2010, California's Office of Environmental Health Hazard Assessment
published a revised draft technical support document for a proposed public health goal
PHG) for chromium 6 in drinking water. The new draft PEG is 0.02 parts per billion (20
parts per trillion), reduced from the 0.06 ppb identified in the first draft released in 2009.
Chromium -6 in drinking water has been raised as an issue in Santa Clara County.

The U.S. EPA released a guidance document in January 2011 recommending that public
water systems conduct enhanced monitoring and sampling for chromium 6.

DWR Drought Protection Progr

Since the completion of the last service review, DWR has developed numerous
programs and initiatives aimed at drought protection. A few of the more notable actions
include: Drought preparedness workshops; Five -Year Drought Contingency Plan (DCP);
Drought Monitoring; Coordination with world -wide drought efforts; Urban Water
Management Plans (UWMPs); and the 2009 Drought Water Bank In general terms, these
will assist water purveyors in Santa Clara County in coping with future drought or dry -year
conditions.

From a water conservation perspective, several initiatives were launched by DWR.
These included: Statewide Save Our Water Program; Water Savings at State Facilities; New
Dual Plumbing Standards; and a Model Landscape Ordinance, to name but a few.

Water Supply Assessments and Water Supply Verifications
under SB 610 and 221

Senate Bills 610 (Chapter 643, Statutes of 2001) and Senate Bill 221 ( Chapter 642,
Statutes of 2001) amended State law, effective January 1, 2002, to improve the link
between information on water supply availability and certain land use decisions made by
cities and counties. SB 610 and SB 221 are companion measures, which seek to promote
more collaborative planning between local water suppliers and cities and counties. Both
statutes require detailed information regarding water availability to be provided to the city
and county decision - makers prior to approval of specified large development projects.
Both statutes also require this detailed information be included in the administrative
record that serves as the evidentiary basis for an approval action by the city or county on
such projects. Finally, both measures recognize local agencies will have responsibility for
determiningthe availability of water forprojects and the approval of projects.

In 2005, Water Supply Assessments ( WSA) and Water Supply Verifications (WSV)
under SB 610 and 221, respectively, had only begun to appear. Today, they are a common
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feature in the integration between water resources and land development. A complete
Urban Water Management Plan can be a foundational document and source of information
for SB 610 Water Supply Assessments and SB 221 Written Verifications of Water Supply.

An SB 610 Water Supply Assessment is required if the project is subject to CEQA and
the project meets one of the criteria defined under Water Code Section 10912(a).

If a public water system has fewer than 5,000 service connections, then "project" means
any proposed residential, business, commercial, hotel or motel, or industrial development
that would account for an increase of 10 percent or more in the number of the public water
system's existing service connections, or a mixed -use project that would demand an
amount of water equivalent to, or greater than, the amount of water required by residential
development that would represent an increase of 10 percent or more in the number of the
public water system's existing service connections.

The SB 610 process requires the interaction and cooperation of the water supplier and
the CEQA lead agency. When a CEQA lead agency determines that a project meets one of
the size or demand thresholds triggering SB 610, it requests that the water supplier
prepare the WSA. The water supplier must assemble specified information relating to
available water supplies and approve the WSA within 90 days, which it then passes on to
the CEQA lead agency. SB 610 does not require public participation in the preparation of a
WSA. The lead agency must include the WSA in the CEQA document and may also include
an evaluation of the WSA. Finally, the CEQA lead agency —not the water supplier —must
independently determine, "based on the entire record," whether adequate water supplies
exist to serve the project. That is, regardless of the conclusions in the WSA, the CEQA lead
agency makes the final decision regarding whether an adequate water supply is available to
serve the project.

Under SB 221, approval by a city or county of certain residential subdivisions requires
an affirmative written verification of sufficient water supply. SB 221 is intended as a f̀ail
safe' mechanism to ensure that collaboration on finding the needed water supplies to serve
a new large subdivision occurs when it should — before construction begins. Verification
must conclude whether the water purveyor is able or unable to provide a sufficient Water
supply based upon an analysis as to whether water supplies available during normal,
single -dry, and multiple -dry years within a 20 -year projection will meet the projected
demand associated with the proposed subdivision, in addition to existing and planned
future uses, including, but not limited to, agriculture and industrial uses. All of the
following must be considered: 1) historical record for at least 20 years, 2) urban water
shortage contingency analysis, 3) supply reduction for "specific water use sector" per water
supplier's resolution, ordinance, or contract, and 4) amount of water that can be
reasonably relied upon from specified supply projects, subject to the determinations
outlinedin Gov. § 66473.7(d) (Gov. § 66473.7(a)(2)) (Gov. § 66473.7(c).
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3. SANTA CLARA VALLEY WATER

DISTRICT

AGENCY OVERVIEW

The Santa Clara Valley Water District (SCVWD) is the primary water resources agency
for Santa Clara County. First formed as the Santa Clara Valley Water Conservation District
in 1929, it now acts not only as the County's water wholesaler, but also as its flood
protection agency and is the steward for its streams and creeks, underground aquifers and
district -built reservoirs.A Service Review for the District was last conducted in 2005.

The District provides integrated services related to water management, including water
wholesaling, flood control, groundwater management, and watershed stewardship. No
other agencies were identified that could provide these services on a county -wide basis.

The Santa Clara Valley Water District was created by an act of the California Legislature,
and operates as a State of California Special District, with jurisdiction throughout Santa
Clara County. Since the completion of the last LAFCO service review for SCVWD, the District
Act was amended twice —first in 2006 by the enactment of AB2435 and then in October
2009 with the passage of AB 466.

In 2006, changes were made to bring the District in line with other special districts of
its type. The amendments were mainly directed at collaboration with other districts,
preservation of open space, the Board of Directors' structure, and budget approval and
adoption's

The bill of 2009 amendments clarified the composition of the Board of Directors,
election process, terms of office, and directed the Board to review the financial reserve at
the time of budget adoption."

Assembly Committee on Local Government, Bill Analysis, 2006, ftm //leainfo nuhlic ca?ov /mih /0S-
06/hill /asm /ah 2401- 24S0 /ah 2435 cfa 20060425 151243 asm comm.html

Assembly Committee on Local Government, Bill Analysis 2005, ftn //leeinfo nuhlic ca?ov /nuh /09-
10/hill /asm /ah 04Sl- 0S00 /ah 466 cfa 20090ft2R 172H44 asm Floorhtml
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and Extent of Services

Services Provided

The District owns and manages 10 local surface reservoirs and associated creeks and
recharge facilities, manages the County's groundwater basins and 3 water treatment plants,
imports water from the Central Valley Project and the State Water Project, and delivers
recycled water to parts of the County. The District is also responsible for flood protection
within the County. Its stewardship responsibilities include creek restoration and wildlife
habitat projects, pollution prevention efforts and a commitmentto natural flood protection.

The Santa Clara Valley Water District is the groundwater management agency and the
primary water wholesaler within Santa Clara County. Its water utility enterprise manages
all aspects of water supply, including planning: conjunctive management of surface and
groundwater resources; imported water acquisitions; coordination with local, state and
federal water interests; water treatment and delivery system operations; new water
resources development; groundwater basin protection; infrastructure and asset
management planning; emergency operations; financial, strategic and business planning;
and communication. Its watershed operations business is responsible for flood protection, .
ensuring clean, safe water in creeks and bays, creating healthy creek ecosystems and
establishing partnerships for trails, parks and open space along waterways.

Servirec to Other Agencies

The District provides services to other agencies under contracts. SCVWD has 70 -year
contracts dating from 1981 to provide treated drinking water to eight retail agencies in the
northern part of Santa Clara County, including the Cities of Mountain View, Sunnyvale,
Santa Clara, San Jose, Cupertino, Milpitas, and the San Jose Water Company and the
California Water Service Company. The areas served with SCVWD treated water are
contained within the individual retail agencies' service areas. The period of service is
continuous, except for those rare times when SCVWD facilities are down for maintenance
and treated water cannot be provided. Retail agencies that may be affected are notified well
in advance.

SCVWD constantly receives and approves annual updates on three -year treated water
delivery schedules from retail agencies that contract for treated water.

SCVWD has an emergency intertie with San Francisco Public Utilities Commission
SFPUC) under which treated water from the District can be exchanged with SFPUC water

under emergency conditions or planned outages.

The District provides contract services to individuals as well. SCVWD issued permits to
individuals to receive untreated ( raw) surface water for agricultural purposes. The
quantities and areas served with raw water are small and within the SCVWD service area.
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The periods of service are in accordance with approved schedules and are subject to
District's operational constraints. Since 2005, the District received a number of requests
for untreated surface water service. These requests were evaluated on a case -by -case basis.

SCVWD has a wholesaler - retailer agreement with the City of Gilroy to provide non -
potable recycled water to Gilroy for distribution to individual retail customers. The
recycled water is provided through an agreement with the South County Regional
Wastewater Authority ( SCRWA). The District has a producer - wholesaler agreement with
SCRWA, wherein SCRWA provides non - potable recycled water to SCVWD for distribution
to water retailers in southern Santa Clara County, such as City of Gilroy. The area served
with this recycled water is within the southern portion of Santa Clara County. Periods of
service are in accordance with agreements between the City of Gilroy and the retail
customers.

In 2010, the District entered into a 40 -year recycled water facilities and programs
integration agreement with the City of San Jose. Under the agreement, SCVWD and San Jose
will jointly manage the production, distribution and use of recycled water from the South
Bay Water Recycling System.

In addition, in 2008, SCVWD received a request from Purissima Hills Water District for
treated water service which was denied, due to concerns regarding availability of system
capacity and availability of water supply during drought conditions.

Contracts for Water Services

The District receives water services from other agencies under contracts. SCVWD
receives untreated surface water exported from the Sacramento -San Joaquin Delta via the
State Water Project (SWP) and the federal Central Valley Project (CVP). SWP water is used
at the SCVWD treatment plants and distributed as treated water to retail agencies in the
northern portion of Santa Clara County. Some SWP water is used for groundwater
recharge. CVP water is used at the District's treatment plants, for groundwater recharge
throughout the County, and for irrigation. The periods of water service from the SWP and
CVP are continuous, except for periodic facility outages, and in accordance with annual
delivery schedules that SCVWD submits.

The District's contract quantity for SWP water is 100,000 AF, and the contract quantity
for CVP water is 152,500 AF. The District also shares a 6,260 AF long -term contract with
Westlands Water District for CVP water assigned from Mercy Springs Water District. The
quantities of SWP and CVP water supplies vary greatly from year to year depending on
hydrologic conditions and regulatory restrictions placed on Delta export facilities. To
manage these variations in wet year and dry year deliveries, SCVWD contracts with other
agencies and entities in the State to purchase, sell, or exchange imported water.
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SCVWD has an agreement with Semitropic Water Storage District to store (bank) excess
imported water and to take previously- stored water. SCVWD exercised numerous banking
and extraction transactions since 2005.

As was mentioned before, SCVWD has an emergency intertie with SFPUC under which
treated water from SCVWD can be exchanged with SFPUC Water under emergency
conditions or planned outages. Since 2005, both SCVWD and SFPUC have requested their
respective water systems be on standby and exercised the intertie to exchange water
during periods of maintenance and construction.

3 -1: SCVWD Transfers and Exchanges Transactions since 2005

SANTA CLARA VALLEY WATER DISTRICT 63

Browns Valley Irrigation District 1 year

Kern County Water Agency 1 year

2005 ISan Luis and Delta- Mendota Water Authority - Exchange Contractors 1 year
Environmental Water Account (DWR and USBR) Iyear

USBR- Refuges 1 year

San Luis and Delta- Mendota Water Authority - Exchange Contractors 5 year

2006 San Luis Water District 1 year

Browns Valley Irrigation District lyear

2007 San Luis and Delta- Mendota Water Authority- VAMP 5 year
Browns Valley Irrigation District 1 year
San Luis Water District 1 year

2008 DWR - Yuba Accord 17 years

San Luis and Delta - Mendota Water Authority - Yuba Accord

Poso Creek Water Company

17 years

1 year

DWR- Drought Water Bank 1 year

Browns Valley Irrigation District l year
2009 San Luis and Delta- Mendota Water Authority- Pooled Water Program 1 year

DMB Communities, LLC lyear

Patterson Irrigation District 4 year

Browns Valley Irrigation District 1 year

2010 DWR - Metropolitan Water District 1 year
San Luis and Delta- Mendota Water Authority - Exchange Contractors 3 year
San Benito County Water District 10 year

2011 DWR - Metropolitan Water District 1 year
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Collaboration

The District collaborates with other agencies through its participation in regional plans
and collaborative planning groups. SCVWD participates in the BayArea Integrated Regional
Water Management Plan ( IRWMP) which was adopted in 2006 and is being updated in
2011. The District is a member of the BayArea IRWMP Coordinating Committee. SCVWD is
also a member of the Pajaro River Watershed IRWMP Regional Water Management Group.
The Pajaro River Watershed IRWMP - the collaborative effort of Santa Clara Valley Water
District, San Benito County Water District and Pajaro Valley Water Management Agency -
was adopted in 2007 and is being updated in 2011. In addition, the District participates in
numerous collaborative planning groups to protect and advance its water supply, flood
protection and watershed management interests. The District reported that these groups
had largely met SCVWD expectations.

Boundaries

SCVWD is a countywide district and its boundaries are the same as Santa Clara County
boundaries. The boundary area consists of 1,304 square miles. Since its formation as the
Santa Clara Valley Water Conservation District the District has gradually grown to its
current size through several consolidations with other agencies. Today's District
represents a consolidation of four agencies. In 1954, the Central Santa Clara Valley Water
Conservation District was annexed into the Santa Clara Valley Water Conservation District.
In 1968, Santa Clara. Valley Water Conservation District merged with Santa Clara County
Flood Control and Water District and adopted the dual missions of providing water supply
and flood protection. In 1987, the Gavilan Water District was annexed into the Santa Clara
Valley Water District "The merger's catalyst was the belief that a coordinated operation of
the County's water supply and flood control systems would result in optimum water
resource management " In 1968, SCVWD and Santa Clara County merged their water
functions and the County Board of Supervisors began reviewing and approving the
District's annual budget In 2006, however, Assembly Bill 2435 was passed which .ended
the County's oversight of the District's budget's

Sphere of Influence

The Sphere of Influence (SOI) for SCVWD is coterminous with its boundary and
County's boundary. The S01 for the Santa Clara Valley Water District was last reviewed in
2007 and no changes were made at thattime.

is SCVWD, Comprehensive Annual Financial Report, 2010, p2.

15 SCVWD, Comprehensive Annual Financial Report, 2010, p 2.
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Figure 3 -2: Santa Clara Valley Water District Boundaries and SOI

Water Conveyance,
Treatment and

Dlstributlon System
in Santa Clara County

Selectetl Facilities)

wE

SwFo Ouc Voby
w. 

oi,ridO

SANTA CLARA VALLEY WATER DISTRICT

LEGEND

65

T _ ____ _____ ___ _

s. an. r...m.... au..

Pmo sNae.

a w.,...2, P...

PIPELINES

65

T _ ____ _____ ___ _



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

ACCOUNTABILITY AND GOVERNANCE

Prior to the 2009 amendments to the District Act, SCVWD was governed by a seven -
member Board of Directors; five directors were elected by geographic areas which
coincided with the County's supervisorial districts and two at -large directors were
appointed by the County Board of Supervisors. The Directors served staggered four -year
terms.

As of December 3, 2010, the Board of Directors consists of seven elected members and

no appointed members. The Board divided the District into seven electoral districts
approximately equal in population. The electoral districts are in the process of being
updated to reflect the 2010 Census results. The first elections for the first, fourth, sixth and
seventh districts were conducted on November 2, 2010 as part of the statewide general
elections. The first elections for the second, third and fifth electoral districts will take place
on November 6, 2012 as part of the statewide general elections. The board members serve
overlapping four -year terms. Should there be a vacancy on the Board, it is filled by an
appointment from the Board of Directors of the District or by calling an election. If a
person is appointed to fill a vacancy, that person will represent the district at large. Any
elected board member may be recalled by the voters. The boundaries of each electoral
district are to be reviewed every November of the year following the year in which the
census is taken.

Directors receive meeting fees of $286.03 per meeting up to ten meetings per month in
accordance with District Ordinance 10 -02 pursuant to Chapter 2, Division 10 of the
California Water Code. Directors receive actual and necessary expense reimbursement in
accordance with Board Governance Process Policy GP -10 Cost of Governance. In addition,
Directors receive $2,500 per Director per year for actual and necessary expenses in
accordance with District Ordinance 02 -01, Resolution No. 02 -44. Board members are
eligible for medical, dental, vision and life insurance benefits. Former Board Members,
elected to terms that began prior to January 1, 1995, are eligible for continuation of the
District's health benefits based on years of service.

The Board of Directors' regular meetings occur on the second and fourth Tuesday of
every month in the board room of the District Headquarters Building. The meeting agendas
and supplemental materials are posted on the District's website ten days prior to the date
of the board meeting. Supplemental information is distributed and posted at least 72 hours
prior to the date of the meeting. Constituents are able to subscribe to electronic agenda
notification online. Board meetings can also be viewed live via the District website at

16 LAFCO of Santa Clara County, Countywide Water Service Review, 2005, p. 31.
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www.valleywater.org. Archived videos of the Board meetings are also available on the
District web site.

In addition, agendas for all Board of Directors meetings and committee meetings held at
the district office are posted on the marquee outside of the SCVWD headquarters building.
For committee meetings held off -site, an agenda is posted in a publicly accessible location
where the meeting is to be held. Agendas for all Board and Committee meetings are also
posted on the District webpage. For public hearings on Board of Directors' compensation,
groundwater charges and benefit assessments, the agendas are also publicized in local
newspapers. Notices for meetings are sent by mail and email to interested parties on a
distribution list. Minutes of the Board of Directors and Committee meetings are available
on the District's website.

Figure 3 -3: SCVWD Governing Body

District Contact Information
Contact: Jim Fiedler, Chief Operating Officer, Water Utility
Address: 5750 Almaden Expressway, San Jose, CA 95118
Telephone: 408 -265 -2607

Email /website: ifiedleranvallevwater. org

Board of Directors
MemberName

Donald F. Gage
Joe Judge

Richard P. Santos

Linda 1.LeZotte
Patrick Kwok

Tony Estremera
Brian A Schmidt

Position Term Expiration Manner of Selection LengthofTerm
Director, District 1 (Chair) December -14 Elected 4years

Director, District December -13 Elected 4years

Director, District December -13 Elected 4years

Director, District December -14 Elected 4years

Director, District 5 December -13 Elected 4years
Director, District 6 December -14 Elected 4years

Director, District 7 December -14 Elected 4years

Date: Second and fourth Tuesday of every month.
Location: SCVWD Headquarters Building.
Agenda Distribution: Posted onthe website and outside of HQ Building, mailed and emailed to distribution list
Minutes Distribution: Posted on the website.

In addition to the legally required agendas and minutes, the District engages its Voters
and customers through a variety of means including mass communications through news
media, social media and marketing campaigns. SCVWD also implements targeted outreach
to diverse audiences such as the neighbors of water district facilities, flood protection
project beneficiaries, service and permit requestors, participants in water conservation
programs, and youth and teachers. A variety of techniques are used for this targeted
outreach including community meetings, direct mailers, classroom presentations,
workshops, and signage.
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The District provides a substantial amount of public information on its website
regarding the services provided by the District, including water conservation and
groundwater protection. The District's financial reports are available as well.

To provide a framework and direction for District activities, the Board of Directors has
formally adopted board governance policies which address the governance process; the
Board's linkage to the public, the Board's linkage to Board Appointed Officers ( Chief
Executive Officer District's Counsel, and Clerk of the Board); executive limitations and the
goals of the District. The Board reviews the policies annually in public session to ensure
transparency and promote greater public participation in policy development.

As an additional measure of local accountability, the District has established board
advisory committees that assist in developing policies to guide District operations. The
committees are as follows:

Santa Clara Valley Water Commission: assists the Board in developing and
recommending policies for water supply and water quality, as well as in the annual
review of groundwater charges;

Agricultural Water Advisory Committee: assists the Board in developing and
recommending policies regarding water supply for agricultural uses;

Environmental Advisory Committee: assists the Board in developing and
recommending policies for environmental restoration and enhancement and
environmental policy in general;

Landscape Advisory Committee: assists the Board in developing and recommending
policies for water conservation and providing a link between Santa Clara County's
landscape industry and the Board; and

Five Flood Protection and Watershed Advisory Committees: assist the Board in
developing and recommending policies for flood protection and stream stewardship
in the following watersheds: Lower Peninsula, West Valley, Guadalupe, Coyote and
Uvas /Llagas.

The Board has also established ad hoc committees for specific, ad hoc purposes and
discontinued these committees when their assignments are completed. The District has an
independent monitoring committee for the Clean, Safe Creeks & Natural Flood Protection

special tax approved by the voters in November 2000. The committee is comprised of
citizen volunteers and an independent oversight report is prepared by the committee
annually.
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Additionally, SCVWD works with a committee comprised of all of the water retailers
in Santa Clara County to coordinate and provide information on water supply, water rates
and water conservation matters facing water retailers and the district.

In 2005, the retailers had an opportunity to become a board advisory committee, but
decided against it opting to remain a staff -level advisory committee and continue taking
advantage of the informal staff -to -staff communications. SCVWD Board Members typically
attend the retailer committee meetings to learn more about retailer issues and be in touch
with the needs of the District's key customers. Water retailer meetings take place quarterly
and include standing, new and current topics on a variety of operational issues proposed
by water retailers and the District. The water retailers' advisory committee also has the
following subcommittees that meet on an as- needed basis: water supply, water quality,
groundwater, recycled water, finance, treated water, water conservation and emergency
preparedness.

In response to past concerns on District costs, the District reduced expenditures by
eliminating 92 positions (11 percent of the district -wide workforce) since 2008, reducing
overtime by five percent and district vehicles by 13 percent. It also prioritized capital
projects, postponing or eliminating lower priority projects, thus, saving millions of dollars.
As a result, its water rates remained flat from FY 2008 -09 to FY 2010 -11. SCVWD reports
that today's relationship between the District and the retailers is strong. In a recent retailer
feedback survey, the retailers provided an average overall score of "very good/ excellent"
for the District's overall performance rating.

If a customer is dissatisfied with District's services, complaints may be submitted
through the online Access Valley Water portal on the SCVWD website." The ombudsman
responsible for handling complaints at the SCVWD is the Program Administrator in the
District Communications Unit. The District received 92 complaints in 2010, two of which
were regarding water odor or taste. The remaining complaints covered all aspects of
District business, as well as non - SCVWD issues. Some of the issues included noisy geese at
SCVWD groundwater recharge facilities, erosion on a creek bank, and a leaking fire
hydrant.

The District demonstrated full accountability and disclosure during the service review
process by responding to questionnaire and interview requests and providing all necessary
documentation.

nhttos / / clients comcatecom /newrenuest.nhn ?id =R0
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MANAGEMENT AND STAFFING

In 2003, the District reorganized its operations into two separate core business areas:
Water Utility Enterprise and Watersheds. The Water Utility Enterprise is comprised of the
Water Utility Operations and Water Supply Management divisions, the Office of Emergency
Services, and the Planning, Finance and Communications Unit. Watershed Operations is
structured into three divisions. Each division is responsible for both a geographic area of
focus and programs and services that support the operation as a whole such as regulatory
compliance, ecological services, vegetation management, community projects review,
stream water quality and watershed planning. A business management unit is charged with
financial planning, customer relations, and maintaining the Watersheds' ISO 9001:2000
and 14001 certifications.

The District has 761 employees, 302 of which are directly employed in water utility
services ( 229 employees dedicated to water utility operation functions and 73 employees
dedicated to capital improvement services). In the last three fiscal years, SCVWD has
eliminated 82 positions to reduce the costs and the size of the District. In FY 11 -12, the
District plans to cut an additional ten positions."

The Office of the CEO oversees three departments — Watersheds, Water Utility and
Administration —and is directly accountable to the Board of Directors. Several support
units report to the CE, including the Office of CEO Support, Workforce Development,
District Communications, Local Government Relations, and State Government Relations.

District Counsel and the Clerk of the Board provide support to the Board of Directors."

SCVWD performs regular annual and semi - annual evaluations of its employees. Unit
managers evaluate their employees. The heads of the units, divisions and departments are
evaluated by their respective managers, and the CEO is evaluated directly by the Board of
Directors. The District tracks the workload handled by its staff through bi- weekly
timesheets where tasks are coded by project specific jobs.

In 1999 the Board of Directors formally adopted a series of "ends policies," or goals for
the District. These policies are used in the decision - making process and each program or
project must directly support at least one of these policies.

Overall district operations are evaluated during quarterly review meetings where the
District's performance is compared to adopted goals and performance metrics. For
example, the District has adopted a goal of no water quality - related violations, and has

Interview with Jim Fiedler, SCVWD COO, April 29, 2011.

SCVWD, Comprehensive Annual Financial Report FY 09-10, 010, p. 13.
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been successful at meeting this goal since 1987. Other outcome measures that are tracked
and evaluated include response time for inquiries, amount of sediment removed, amount of
graffiti removed, and tons of garbage cleared. Performance and progress on budgeted
milestones are also reviewed by the Board on a quarterly basis.

The District does some capital benchmarking and attempts to compare itself to other
wholesalers; however, the District reported that every system is different and a detailed
comparison is hard to make. Two other agencies that SCVWD considers comparable for
benchmarking purposes are SFPUC and Zone 7 in Alameda County.'

To improve its operational efficiency the District performs multiple audits of its
systems and programs. It conducts matrix audits of maintenance programs and
procurement practices. The Environmental Management System is audited externally every
six months to ensure that it is up to standards. Additionally, the District has the Process
Improvement Program in place to give staff and constituents the opportunity to identify
program deficiencies and suggest corrective action online." The Water Utility Enterprise
also uses cost centers for legal and accounting reporting.

In 2003, the District implemented the SMART Business Program, an organizational
improvement initiative. The program focused on customer service, employee involvement,
performance, quality, and business results. The Program no longer exists ( it ended in
2005), but evolved into other organizational improvement efforts. Its accomplishments
included completion of the needs assessment for achieving ISO 9001/14001
certification; completion of the District Green Business assessment process; and
implementation of the District SMART Ideas program. The SMART Ideas Program also no
longer exists. The accepted ideas, however, were incorporated into various strategic
initiatives. The entire District achieved ISO 9001/14001 in 2007 and is still a certified
Green Business. Part of the District's ISO 9001/14001 implementation and registration
includes an ongoing corrective and preventative action program. This enables continual
improvement by creating a method for people at any level of the organization to submit
requests for corrective or preventive actions ( CPAR) when a process or instruction is
unclear, inadequate or is not in compliance with the ISO standards.

The District's financial planning efforts include an annually adopted budget and
comprehensive annual financial reports. SCVWD adopts a capital improvement plan (CIP)
with a five -year planning horizon. The latest CIP was completed for FYs 12 -16. Other

w Interview with Jim Fiedler, SCVWD COO, April 29, 2011.

Interview with Jim Fiedler, SCVWD COO, April 29, 2011.

Interview with Jim Fiedler, SCVWD COO, April 29, 2011.
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significant planning documents include the Urban Water Management Plan (UWMP),
watershed plans, various water strategic, maintenance and water system plans.

Some of the District's planning and operational efforts have received outside
recognition in the form of awards. The District was awarded recognition for Excellence in
Financial Reporting for its comprehensive annual financial report for FY 08 -09 by the
Governmental Finance Officers Association of the United States and Canada (GFOA). In
2009, two district projects (the Lenihan Dam Outlet Modifications Project and the Pajaro
Basin Freshwater Wetland Project) received Project of the Year awards from the American
Society of Civil Engineers. The District was awarded Best Overall in the 6 Annual Flex
Your Power Awards in 2008 for water and energy conservation. The California
Sustainability Alliance selected SCVWD for its 2010 Sustainability Showcase Award.

POPULATION AND PROJECTED GROWTH

SCVWD is a countywide agency, therefore the population for the District is equivalent to
the population of Santa Clara County. According to the 2010 Census, the District serves
1,781,642 residents within its boundaries. The average number of persons per household
is about 2.9 people and is expected to continue to be higher than the historical average."

ABAG projects that the population of Santa Clara County will grow by 33 percent by
2035, with an average annual growth rate of 1.2 percent countywide. ABAG's population
projections for 2010 were slightly higher than the actual population reported in the 2010
Census. Population projections have been adjusted assuming ABAG's projected rate of
growth from the 2010 Census population. In 2035, it is projected that the District will
serve an estimated population of 2,369,584 residents. The 2009 ABAG projections for
population and growth rates, including unincorporated areas within each city's sphere of
influence, 2010 Census population and adjusted population projections are shown in
Figure 3 -4.

v SCVWD, UWMPDraf, 2010, Chapter 2.0, p. 1.
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Figure 3-4:2009 ABAG Population Projections'

Area ABAG 2010 ARAG 2035 I I Adjusted Z035

Countywide 1 1,822,0001 2,431,4001 1.21 1,781,6421 2,369,584

North and Central Coun
Cam bel 40,500 47,200 0.6% 39,349 46,038

Cupertino 55,200 57,600 0.2% 58,302 60,634
Los Altos 28,400 30,400 0.3% 28,976 31,004
Los Altos Hills 8,800 9,100 0.1% 7,922 8,160
Los Gatos 29,600 30,200 0.1% 29,413 30,001

Milpitas 69,000 106,000 1.7% 66,790 102,857

Monte Serene 3,400 3,600 0.2% 3,341 3,541

Mountain View 72,100 90,600 0.9% 74,066 93,323
Palo Alto 61,600 1 84,000 1 1.20 /6 64,4031 87,588

San Jose 981,000 1,380,900 1.4% 945,942 1,333,778
Santa Clara 114,700 1 157,200 1.3% 116,468 159,561

Saratoga 31,400 1 31,400 1 0.0% 29,926 29,926

Sunnyvale 135,200 163,300 0.8% 140,0811 169,498
South Count

Gilroy 49,800 1 69,600 1.30 /6 48,821 68,349

Morgan Hill 38,200 1 47,900 1 0.9%j 37,882 47,353

Unincor orated Area 103,100 1 122,400 1 0.7%1 89,9601 107,052

The potential for future development and population growth varies across the County.
Similar to the estimates presented in the 2005 service review, the highest growth rates are
projected for Milpitas, San Jose, Santa Clara and Gilroy. This has bearing on the water
service provided by the SCVWD as growth drives water demand and development patterns
determine the type and capacity of future system infrastructure needs. The northern
portion of the County uses treated surface water deliveries as well as groundwater while
the southern portion is entirely dependent on groundwater. Local surface water and
imported surface water are recharged in both areas through District groundwater
management programs, supplementing the natural groundwater supply.

The District reported that it observed a decrease in water usage in the last few years
due to conservation, cool springs and the recent economic recession. SCVWD uses the
ABAG projections and addresses the population growth and related increase in water
demand in its 2010 Urban Water Management Plan.

Author's estimates based on 2010 Census population and ABAG projected growth rates.
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FINANCING

Financial Adequac

SCVWD reported that the current level of financing is generally adequate to provide
services. Water charges are based on operating plans and capital needs identified in the
five -year CIP, and are therefore established in order to sufficiently cover those costs.
However, similar to other municipal agencies, the District has experienced a decline in
revenues, due to 1) reduced income from property taxes, 2) a decrease in investment
earnings, and 3) successful water conservation efforts, along with economic recession and
cooler weather patterns, that have resulted in reduced water sales. As a result of these
revenue reductions, the District has made cost reduction efforts. Despite these challenges
SCVWD has assembled a balanced budget and maintains sufficient reserves.

The recent recession has led to reduced ad valorem property tax revenues for two
reasonsa decline in the assessed value of property and a tax shift by the State. In FY 09-
10, income from property taxes decreased by $6.3 million, or 11 percent due to a decrease
in the assessed value of some real properties. The net assessed value of all real and
business property in Santa Clara County declined by 2.4 percent in FY 09 -10, which will
result in a further reduction in property tax income of approximately 1.2 percent in FY 10-
11?' Property tax revenue is anticipated to further decline, and the District has budgeted
FY 11 -12 property taxes to be 5.2 percent or $3.9 million, less than the FY 10 -11 budget

Additionally, due to the State budget crisis, in July 2009, the State legislature voted to
suspend Proposition IA, which ensures local property tax and sales tax revenues remain
with the counties, cities and special districts. Consequently, all local agencies were
required to loan eight percent of apportioned property tax revenues to the State with
repayment plus interest by June 30, 2013. This resulted in the loss of $4.8 million in
property tax revenue to SCVWD in FY 09 -10. To mitigate the impact of the loss of revenues
on the local agencies, the Proposition IA Securitization Program enables local agencies to
sell their Proposition IA Receivables for cash proceeds to be paid in two installments in
January and May 2010. SCVWD decided not to participate in the securitization program.
The District anticipates receiving its money back by 2013.

Historically, SCVWD has made between four and nine percent of total annual revenues
from interest on investments. Due to the recession, these interest earnings have
significantly declined. In FY 09 -10, interest earnings decreased by $5.8 million for

u SCVWD, Audited Financial Statement FY 0410, p 4.

26 SCVWD, FY 11 -12 Budge; p. 4 -3.
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government activities and $4.5 million for enterprise activities; interest earnings for
governmental and enterprise functions combined declined by 49 percent.

During the drought in 2007 to 2009, water agencies implemented mandatory water
conservation efforts. Specifically, in March 2009, SCVWD adopted a resolution calling for a
mandatory 15 percent water conservation. Users exceeded this requirement by achieving
17 percent water conservation. Decreased use led to a reduction in water revenue of $16.1
million or 11.8 percent, in FY 09 -10 compared to FY 08 -09' Although drought conditions
are no longer a concern, SCVWD continued voluntary water conservation efforts with a
target of 10 percent in FY 10 -11. The District plans to continue conservation efforts in FY
11 -12 by continuing to offer water conservation rebates and services to county residents
and businesses. The District has projected that as a result of reduced use and sales,
revenues will be below budget by $9.1 to 11.9 million in FY 10 -11. The District projects
that this trend will stabilize and start to recover in FY 11 -12 with up to a 2.5 percent
increase in water use compared to FY 09 -10.

As a result of the decline in revenues, SCVWD has implemented several cost reduction
strategies. In the District's FY 11 -12 budget, plans to minimize expenditures include:

Over the last three fiscal years ( FYs 09, 10, 11), district personnel have been
reduced by 82 positions. In FY 11 -12, the District plans to eliminate an additional
10 positions.

The District has budgeted for a reduction of 16.2 percent in overtime expenditures,
saving $224,000 in FY 11 -12.

Expenses for consultant services have been reduced by 1.7 percent or $0.5 million.

Funding for non - mandatory training was decreased by 34 percent or $93,000.

Expenditures on travel for training will be reduced by 18.4 percent, saving $76,000.

The District stopped use of rental properties, saving $0.5 million.

2 ' SCVWD, FY 11 -12 Budget, p. 24.

28 SCVWD, Audited Financial Statement FY 09 -10,p. 4.

29 SCVWD, FY 11 -12 Budget, p. 4 -91.
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Revenue Sources

The SCVWD uses both governmental and proprietary funds to account for its
operations. The proprietary funds include the Water Enterprise, Equipment and Risk
Insurance Funds. Governmental funds include the District's General Fund as well as special
revenue funds for five geographic watershed areas, the Clean, Safe Creeks & Natural Flood
Protection program, and the Watershed and Stream Stewardship Fund and the COP debt
service and construction funds.

The District receives funding from a variety of sources, including treated water,
surface /recycled water and groundwater production charges; proceeds from ad valorem
property taxes; Clean, Safe Creeks and Natural Flood Protection special parcel tax; benefit
assessments that support financing for flood protection projects; interest earnings, cost -
sharing agreements and grants. Revenue sources vary by fund. For the purpose of this
report revenues have been grouped by governmental activities — general administration,
flood protection, and watershed stewardship —and enterprise activities, including water
retail, and groundwater management. District revenue sources are shown in Figure 3 -5.

Figure 3 -5: Governmental Revenue Sources (FY 09 -10)

The primary revenue source for
governmental functions, including
flood protection and watershed
stewardship services, is property taxes,
special parcel taxes and benefit
assessments on properties. Property
taxes and other levies on property
constituted of 71 percent of revenues

Inver neuter Miscellaneous
arnlugs \ 4%

6

Caplalgrants

dedicated to governmental functions in rzoArymaac
FY 09 -10, as shown in Figure 3 -5. As
described in Figure 3 -6, SCVWD has
several property levies in addition to
the ad valorem property tax, including
two benefit assessments, a special parcel tax, and a direct property tax for debt service
obligations.
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Figure 3 -6: Revenue Sources and Uses (FY 09 -10)

Property taxes Santa Clara County allocates property tax revenue to the District General, stewardship, flood 53,760,000 20%Governmental and

from ad valoremtaxes levied on land within the County based on Proprietary protection, water enterprise
assessed property value

Special parcel tax I n 2000, voters approved a 15 -year special parcel taxto fund the Governmental Flood protection and stream 32,920,000 12%

countywide Clean, Safe Creeks and Natural Flood Protection stewardship
Program. The levy is based on the proportionate storm water
runoff for each property.

Property tax (Voter approved The District also directly levies taxes to meet debt service Proprietary Water enterprise 19,933,000 7%

indebtedness) obligations in the Water Enterprise Fund; this property tax is
calculated based on principal and interest payments related to
water utility debt service. Voter approved levy to service the
1963 water general obligation bonds and voter approved levy to
repay capital and operating costs related to State W ater Projects.

Benefit assessment Benefit assessments were approved by voters in 1986 and 1990 to Governmental Flood protection 19,226,000 7%

fund debt service related to flood control.

se of money and property This revenue source consists of interest earned on investment of Governmental and All funds 11,802,000 4 %

cash not required for current expenditures, as well as income from Proprietary
property lease or rental.

Reimbursement of capital costs The District derives revenues from reimbursements of capital Governmental and All funds 6,082,000 2%

costs from the City of San Jose, San Benito County Water District, Proprietary
DWR, SWRCB, and USDA

Groundwater. charges The District charges a groundwater pumping fee an the 7 ,500 Proprietary Groundwater management 55,189,000 20%
wells in the County for Groundwater management

Treated water charges Charges for water that is processed through District treatment Proprietary Water enterprise 64,157,000 23%
plants and sold to 10 retailers in the County.

Surface and recycled water The District charges rates for untreated surface water and Proprietary Water enterprise 918,000 0%

charges recycled water for irrigation uses.

Operatinggrants Grants from local, state and federal agencies for various operating Proprietary Water enterprise 1,696,000 1%

programs.

Other Revenue form other sources such as sale of equipment, vehicles, Governmental and All funds 9,240,000 3%
computers, and surplus. Proprietary

TOTAL 274,923,000
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Revenues for water

enterprise activities were

primarily comprised of

charges for services ( 77
percent) and property taxes
15 percent) in FY 09 -10, as
shown in Figure 3 -7. Charges
for services include rates for

treated and untreated surface

water to purveyors,

groundwater production
charges, and provision of
recycled water for irrigation.

Water Charaes

Figure 3 -7: Business -type Revenue Sources (FY 09 -10)

Capital grants
and

contributions

1%

operating —
grants and

contributions

1%

Investment

earnings
2%

Other

4%

Water charges for FY 10 -11
are shown in Figure 3 -8. Charges shown are in dollars per acre foot of water provided or
produced.

Figure 3 -8: Water Charges per Acre Foot (FY 10 -11)

The District uses two water utility charge
zones ( Zones W -2 and W -5) to account for
operations within its water utility enterprise. The
North County Zone, or Zone W -2, comprises more
than 80 percent of the total water used in the
County.

Water charges are evaluated annually, but the
District has not increased water charges over the
last three fiscal years ( FYs 09, 10, 11). The
District reported that in FY 11 -12, water charges
were adopted in May 2011 and became effective
July 1, 2011. Groundwater production charges for
non - agricultural uses increased by 9.4 percent in
Zone W -2, and by 3.6 percent in Zone W -5. The
groundwater production charge for agricultural
uses increased by 3.6 percent for both zones.

District Resolution 99 -21 guides staff in the
development of the pricing structure to charge
recipients for the various direct and indirect

SANTA CLARA VALLEY WATER DISTRICT

Zone W -2

Agriculture $ 16.50

Non -AR $ 520.00

Zone W -5

Agriculture $ 16.50

Contract $ 620.00

Zone W-2

Agriculture 28.25

Non -AR 531.75

Zone W-5

Agriculture 28.25

Non-A 286.75

RecycledWater
Agriculture 41.50

Non -AR 275.00
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benefits received. The pricing policy calls for managing water supplies through pricing to
obtain the effective utilization of the water resources of the District

Prior to 1991, it was the Board's practice to establish the agricultural ( Ag) groundwater
charge at 25 percent of the municipal and industrial (M &I) charge per the limit set by the
District Act In 1991, the Board recognized that continuing the policy of pricing Ag
groundwater production charges at 25 percent of M &I would threaten the viability of
agriculture in the county. Instead, the Board established an open space credit to set
agricultural groundwater production charges at 10 percent, or less, of M &I charge. This
practice became policy in 1999 with the adoption of Resolution 99 -21. Section 3 of
Resolution 99 -21 lays out the underlying framework for the Open Space Credit as follows:

Water charges if any, shall be recommended by staff each year at fixed and uniform
rates for agricultural water and for all water other than agricultural water, respectively,
except that each such rate for agricultural water shall be one -tenth of the rate for all water
otherthan agricultural water. The Board has determined that agricultural use of lands is of
value to the County and the state, and that agricultural lands provide an open space benefit
The Board's limiting staff to a recommendation of agricultural water rates below the
maximum allowed by the District Act will benefit water users Countywide, and is necessary
to carry out the policies of State Legislature and the District Board of Directors."

Concerns have been raised as to how collected revenues are benefitting South County
residents through service improvements and if SCVWD groundwater charges are subject to
Proposition 218 requirements. Great Oaks Water Company claimed that SCVWD
improperly charged them during FY 05 -06 in violation of Proposition 218 and the District
Act The court ruled that the District's groundwater production charges are subject to
Proposition 218, which governs the imposition of certain "property- related" charges, and
concluded that these charges must receive voter approval. The court also ruled that
SCVWD was operating inconsistent with its enabling statute ( §26.3) by unlawfully
commingling groundwater revenue with other funds. SCVWD is appealing the judgments
of this case.

Each spring, the District holds a public hearing on multiple dates to receive comments
from citizens and interest groups on the water charges proposed forthe next fiscal year.

enditures

Water enterprise activities make up a majority of SCVWD's expenditures in any given
year. In FY 09 -10, water enterprise expenditures were $155 million or 69 percent of
SCVWD's total expenditures. Other expenditures in FY 09 -10 included watershed
stewardship and flood protection services (23 percent), interest on loans (four percent),
and general support services (four percent). The four percent is the net of intra- district

SANTA CLARA VALLEY WATER DISTRICT 79



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

payments that are made by the Water Utility and Watersheds divisions to fund
administrative support services provided to those operations.

Figure 3 -9: Expenditures by Function (FYs 07 -10)

District expenditures over 180

the last four fiscal years are
y

160

shown in Figure 3 -9. Water

enterprise expenditures peaked 120

in FY 08 -09, and then decreased 100

by eight percent in FY 09 -10. 80

Watershed stewardship and 60

flood protection is the only 40

district service that had 20

increased expenditures between
FY 08 -09 and FY 09 -10.

Capital OUtlaVS

General Government • Watersheds m Interest Water Enterprise

Capital improvements are planned for the District's five -year capital improvement plan.
The plan for FYs 12 -16 includes a total of 90 capital projects with an estimated cost of
2,072 billion," some of which is funded by district partners. SCVWD finances major
capital projects by issuing revenue bonds, short -term debt or Certificates of Participation.

The water district was upgraded to a rating of Aa2 from Moody's in September 2007
while the Standard & Poor's rating was maintained at AA. These ratings reflect the water
district's strong financial position and the highly rated creditworthiness of water district
issued securities.

30 SCVWD, 201 2 -2 01 6 5 -Year Capital Improvement Plan, p. II -7.
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Figure 3 -10: Capital Outlays and Depreciation (FYs 07 -10)
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activities)" Consequently, the District spent more on capital investments than they
consumed due to regular wear and tear, indicating an adequate level of capital
reinvestment to cover depreciation.

Lona -term Debt

The District has restricted long -term borrowing to the funding of capital improvement
projects and equipment. SCVWD had a total of $175 million in long -term debt and non -
current liabilities related to the District's governmental activities, and $240 million related
to enterprise activities, as of June 30, 2010. The District issued three certificates of
participation in 2003, 2004, and 2007 to finance flood control improvements. The
remaining principal balance on the certificates at the end of FY 09 -10 was $152 million,
which is planned to be paid off with interest by 2 03 0. Long -term debt for water enterprise
activities include 1) bonds issued in 1963 for a comprehensive treatment and distribution
system, 2) revenue bonds issued in 2006 to refinance bonds from 2000 and to repay
indebtedness, 3) 2007 certificates of participation to finance capital improvements in the
water utility enterprise, 4) future payments for water banking provided by the Semitropic
Water Storage District, 5) a loan from DWR to finance improvements to the Santa Teresa
Water Treatment Plant. The remaining principal on all water enterprise bonds and loans
was $227 million at the end of FY 09 -10, which is planned to be paid off by 2037. The
District's long -term debt is summarized in Figure 3 -11.

SCVWD, Audited Financial Statement FY 09-10, p. 29.
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Figure 3 -11: SCVWD Long -term Debt (as of June 30, 2010) in thousands

SANTA CLARA VALLEY WATER DISTRICT 82

Interest Authorized June 30, Due Within

Tvne of indebtedness Maturity Rates and Issued 2010 One Year

General long -term obligations
Certificates of participation

2003A Certificates ofparticipation 2024 2- 4.625% 85,715 62,215 4,755

2004A Certificates of participation 2024 2.5-5%32,965 17,875 2,290

2007 Certificates of participation 2030 4%-S% 78,780 72,350 2,235

Compensated absences 12,137 1,751

Claims payable 7,606 476

Other post employment benefits 3,781

Deferred amount on refunding 7,451) 482)
Premium on refunded debt 6,305 383

Total general long -term obligations 174,818 11,408

Enterprise Fund Debt
1963 Water utility bonds - general obligation

Series D 2012 2.25-7%8,850 910 505

2006A Water revenue bond 2035 3.5%-S%74,265 67,535 1,900

20066 Water revenue bond 2035 5.15%- 5.31% 25,570 23,905 515

2007A Water revenue COP bond 2037 4 %- 5.0% 77,270 75,960 1,375

2007B Water revenue COP bond 2037 5.50%- floating 53,730 52,800 970

Bond discount 906) 38)
Deferred amount on refunding 2,564) 123)
Deferrend interest rate swap 7,570) 281)
Premium on debt issuance 2,861 106

Compensated absences 7,679 1,127

Other post employment benefits 2,389

Semitropic water banking agreement 2035 46,900 5,311

State revolving fund loan 2027 6,350 5,971 260

Litigation claim 6,090

Total enterprise fund debt 240,371 6,3.16.
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Reserves

There are two categories of reserves — restricted and unrestricted. The use of restricted
reserves is constrained by externally imposed obligations or legal requirements.
Unrestricted reserves may be used at the discretion of the Board. The SCVWD Board has
chosen to designate uses for the unrestricted reserves. Unrestricted reserve balances are
indicative of an agency's ability to weather fiscal and infrastructure emergencies.

The District has established a reserve policy that includes prescribed levels for
Operating Reserves, Capital Reserves and Reserves for Funded and Contingent Liabilities.
The unrestricted reserve funds and the respective balances are shown in Figure 3 -12. The
District has an operating and capital reserve of $140.5 million, comprised of $115.8 million
for government and $24.7 million for business type activities. This reserve fund is "to
ensure adequate working capital for cash flow needs, to provide funding for operating and
capital needs that arise during the year, and in the case of the water utility, to protect
against revenue shortage caused by unusually wet years." These funds would provide
financing for 20 months of operating expenditures for governmental functions and two
months for water utility functions. The District reported that the operating and capital
reserve for government activities will be used for future capital spending and is projected
to be spent down to minimum reserve levels over the next few years.

Figure 3 -12: Unrestricted Reserve Balances (FY 09 -10)

Debt Proceeds 3,336,000 0 3,336,000

Encumbrances 45,270,000 44,904,000 90,174,000

Market Valuation 2,995,000 1,374,000 4,369,000

Floating Rate Debt Payment Stabilization 605,000 605,000

Operating& Capital Reserve 115,791,000 24,741,000 140,532,000
Supplemental Water Supply 0 8,840,000 8,840,000

Clean Safe Creeks - Maintenance 3,861,000 0 3,861,000

Clean Safe Creeks - Other 4,207,000 0 4,207,000

Clean Safe Creeks- Environmental Enhancement 12,302,000 0 12,302,000
Clean Safe Creeks - OpenSpace 5,698,000 0 5,698,000
Currently Authorized Projects Reserve 93,564,000 22,182,000 115,746,000
Liability /Workers' Compensation Self- insurance 0 4,780,000 4,780,000

Total 287,024,000 107,426,000 394,450,000

n SCVWD, Draft Operating and Capital BudgetFY 11 -12, p. 4 -48.
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WATER SUPPLY

The District relies on a diverse portfolio of water supplies including local surface
supplies and groundwater, SWP and CVP imported water contracts, banking operations,
and recycled water. In addition, the District continues to explore local options, such as
expanded conservation, groundwater recharge, expanded groundwater emergency
pumping, water recycling, desalination, and local and regional storage to promote greater
resource diversity and reliability. Pursuing supply diversity is important in maintaining a
robust water supply that will help see the County through periods of constrained water
supply.

Local Surface Water

The District has numerous

water rights to divert and
store water from local creeks

and streams. These water

rights are specified in Figure
3 -13.

Local runoff is captured in
local reservoirs for recharge
into the groundwater basin or
treatment at the District's

water treatment plants. The
total storage capacity of the
District reservoirs is about

170,000 AF ( without
Department of Safety of Dams
DSOD) restrictions). Water
stored in District reservoirs

provides up to 25 percent of
Santa Clara County's water
supply. Figure 3 -14 shows the
District's reservoirs and their

existing capacities, restricted
capacities, and intended uses.

Figure 3 -13: SCVWD Water Rights

3009 Guadalupe Creek 3,302

3010 Los Gatos Creek 9,090

5061 Coyote River 24,560
4916 Almaden Creek 2,500
4917 Guadalupe Creek 3,500

4918 Stevens Creek 4,000 i
4919_ Calera Creek 3,500
4920 , Almaden Creek 6,000 i
4921 Los Gatos Creek 1,684

506-2 Coyote River 5,000
5428 Guadalupe Creek 323'
6565 — Penitencia Creek< 3,500
7689 Los Gatos Creek 30,000

8494 Coyote River L 71,100
8488 Llagas Creek 7,500
10000 Uvas Creek 10,000
12933 Llagas Creek 7,200

14707 Coyote Creek 20180

Total 212,939

Source: SWRCB Division of Water Rights

uglLaLicenses not shown
Permitted quantities are annual maximums - typically confined to the winter sprmg
mouths fe.g., ecmber 3 m Mayl) Allowable diversion seasons dovary.

Permitted diversion is 0 77 cfs

Permitted surface storage is shown. Also allows for 14,400 underground
fgroundwater) storage
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Figure 3 -14: District Reservoirs

Almaden 1935 1,586 1,260 Recharge &treated

Anderson 1950 90,373 61,810 Recharge &treated

Caler0 1935 9,934 5,671 Recharge &treated
Chesbro 1955 7,945 7,945 Recharge

Covotn 1936 23,244 12,382 Recharge &treated

Guadalupe 1935 3,415 2,738 Recharge

Lexington 1952 19,044 19,044 Recharge
Stevens Creek 1935 3,138 3,138 Recharge
Uvas 1957 9,835 9,835 Recharge
Vasona 1935 495 495 Recharge
Total 169,009 124,318

Source: From SCVWD Urban Water Management Plan 2010 -Table 3 -2, District Reservoirs
Notes:

1 Reservoir capacities based on most recent surveys and storage at spillway.
2 Restricted capacity per Department of Safety of Dames interim operating restrictions.

Most of the local reservoirs were sized for annual operations, storing water in winter
for release to groundwater recharge in summer and fall. The exception is the Anderson -
Coyote reservoir system, which provides valuable carryover storage from year to year and
can serve as a backup supply source to the District's water treatment plants when imported
water deliveries are curtailed. Due to stability risks because of the age of many of these
dams, the Department of Safety of Dams ( DSOD) has imposed interim operating
restrictions on Anderson, Coyote, Almaden, Calero and Guadalupe reservoirs which has
resulted in a loss of storage capacity and water supply yield. In total, capacity restrictions
due to dam safety issues has reduced operative capacity by about 45,000 AF.

The management of stored water in these reservoirs is adjusted as seasonal conditions
change. Most stored water is released in the spring after the rainy season where it
recharges local underground aquifers, or it is sent to District treatment plants. Reservoirs
typically fall to their lowest levels in the late fall, but rarely are empty (dead pool). To
protect existing fish habitat, minimum water levels have been established. Several factors
affect the District's reservoir operations and its use of surface water rights including
maintaining storage levels for environmental or recreational purposes, dam safety
requirements, and managing total District supplies for reliability. Existing recharge
capability can also be a limiting factor in the District's ability to fully utilize its surface
water supplies.
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Groundwater Resources

Local groundwater resources make up the foundation of District water supply.
Groundwater pumping provides up to half of the County's water supply during normal
years. In the South County, groundwater pumping provides more than 95 percent of the
supply for all beneficial uses and 100 percent of the drinking water supply. While
reservoirs are a visible indicator of the District's local water supply, the majority of local
and imported water reserves are stored in the groundwater aquifers that underlie Santa
Clara County. These groundwater basins perform multiple functions including
transmission, filtration, and storage. Eventually, groundwater reaches pumping zones, .
where it is extracted for municipal, industrial, and agricultural uses. Groundwater is
replenished naturally from rainfall and augmented by the District - operated recharge
program utilizing both local and imported water.

The District does not currently operate groundwater wells and is not able to directly
substitute groundwater for surface water, due to a lack of District -owned water supply
wells and related infrastructure. The District reported that replacing local and imported
surface water with groundwater was not a viable option as the groundwater basin could
not sustain this use for along period. The District is currently pursuing well fields that will
tie directly to the treated water distribution system for increased operational flexibility and
system reliability. A pilot facility, the San Tomas Well Field, is currently being developed in
Campbell.
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Within Santa Clara County, the District manages two groundwater subbasins that
transmit, filter, and store water: the Santa Clara Subbasin ( DWR Subbasin 2 -9.02) and the
Llagas Subbasin ( DWR Subbasin 3.301). The rights to pump groundwater from the basin
has not been adjudicated nor has DWR identified the basin as overdraft or projected that
the basin will become overdraft. In its water supply planning, the District frequently splits
the Santa Clara Subbasin into two subareas, the Santa Clara Plain and the Coyote Valley.
Although part of the same subbasin, these two subareas have different groundwater
management challenges and opportunities from each other and are in different
groundwater charge zones. The subbasin study areas are shown in Figure 3 -15.

The District estimates the long -term operational storage capacity of the Santa Clara
Plain to be 350,000 AF. In any given year, the amount of groundwater that can be
withdrawn depends on current groundwater and hydrologic conditions, as well as
availability of imported water for managed an in -lieu recharge. The District defines
operational storage capacity as the volume of groundwater that can be stored in a basin or
subbasin as a result of the District's management measures. Operational storage capacity
is generally less than total storage capacity as it accounts for the available pumping
capacity and the avoidance of both land subsidence and high groundwater conditions.

The Coyote Valley portion of the Santa Clara Subbasin is an alluvial filled basin
hydraulically connected to the Santa Clara Plain to the north. The Subbasin is

approximately seven miles long and ranges in width from a half mile to three miles, with a
surface area of approximately 15 square miles. The District estimates the operational
storage capacity of the Coyote Valley Subbasin to be between 23,000 and 33,000 AF.

The Llagas Subbasin extends from the groundwater divide at Cochrane Road, near
Morgan Hill, to the Pajaro River (the Santa Clara San Benito County line) and is bounded by
the Diablo and Coast Ranges. The Llagas Subbasin is approximately 15 miles long, three
miles wide along its northern boundary, and six miles wide along the Pajaro River. The
depth of alluvial fill and the underlying Santa Clara Formation varies from about 500 feet at
the northern divide to greater than 1,000 feet at its south end. The District estimates the
operational storage capacity of the Llagas Subbasin to be between 150,000 and 165,000 AF.

Recharge to the groundwater basin consists of both natural groundwater recharge and
artificial recharge of local surface water and imported water. Natural groundwater
recharge includes recharge from rainfall, net leakage from pipelines, seepage from the
surrounding hills, seepage into and out of the groundwater basin, and net irrigation return
flows to the basin. Figure 3 -16 shows the locations of the instream recharge areas, relative
to each of the Subbasins.
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Figure 346: Groundwater Subbasms and Instreana Recharge Locations
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Effective natural groundwater recharge is that portion of natural groundwater recharge
that contributes to usable water supply. Estimates of the effective natural groundwater
recharge (based upon groundwater basin modeling) for the three groundwater study areas
are shown in Figure 3 -17.

Figure 3 -17: Effective Natural Groundwater Recharge (AFY)

Average 35,100 2,200 23,000 60,300

JWet(1983) 56,300 5,300 33,500 95,100

1Smng e D, (19771 26,900 1,300 19,700 47,900

IMultiUle D,-Year Averaee(1987 -19921 27.400 2.000 21.000 50.400

Source From SG WD Urban Water Management Plan 2010- Table 34, Effecvve Natural Groundwater Recharge(acre- feet per yea)

As effective natural recharge is not sufficient to replenish the amount of groundwater
withdrawn annually, the District conducts an active managed recharge program. The
District operates and maintains 18 major recharge systems, including over 70 off - stream
ponds with a combined surface area of more than 320 acres, and over 30 local creeks.
Runoff is captured in the District's reservoirs and released into both in- stream and off -
stream recharge ponds for percolation into the groundwater basin. In addition, imported
water is delivered bythe raw water conveyance system to streams and ponds.

Imported Water Supplies

District imported water is conveyed through the Sacramento -San Joaquin Delta and
then pumped and delivered to the County through three main pipelines: the South Bay
Aqueduct, which typically carries water from the State Water Project (SWP), and the Santa
Clara Conduit and Pacheco Conduit, both of which typically bring water from the federal
Central Valley Project (CVP) via San Luis Reservoir,part of the San Luis Unit of the West San
Joaquin Division of the CVP.

The District has a contract for 100,000 AFY from the SWP and a 152,500 AFY contract
from the CVP. While almost the entire SWP contract is used for M &I purposes, about 83
percent of the CVP allocation is delivered for M &I use with the remaining 17 percent used
for irrigation purposes. The actual amount of water delivered is typically less than these
contractual amounts and depends on hydrology, conveyance limitations, and
environmental regulations. Accordingly, the District routinely acquires supplemental
imported water to meet the County's needs from the water transfer market, water
exchanges, and groundwater banking activities. Water imported from the CVP and SWP
provides, on average, 40 percent of the supplies used annually in the county and the
District works to safeguard its access to these supplies. Historical imported deliveries to
Santa Clara County from SWP, CVP, and the SFPUC system are shown in Figure 3 -18. In
addition to these amounts delivered to Santa Clara County, since 1996 the District has
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delivered part of its SWP and CVP allocations in wet years to a groundwater bank in Kern
County, the Semitropic Water Bank. The District has also used part of its imported water
supplies to generate revenue through sales in the water transfer market. These banking
and water transfer activities are more fully described in later sections.

In addition to the District's contracted supplies from the SWP and CVP, eight retail
agencies and NASA -AMES in Santa Clara County contract with the City and County of San
Francisco to receive water imported from the Tuolumne River watershed as well as
watersheds around the Bay Area. The eight agencies are: cities of Palo Alto, Mountain View,
Sunnyvale, Santa Clara, San Jose and Milpitas, Purissima Hills Water District and Stanford
University. NASA -AMES is considered a retail customer of San Francisco. This imported
water is conveyed through the regional water system owned and operated by the San
Francisco Public Utilities Commission ( SFPUC). The District does not control or administer
SFPUC supplies delivered to the county; however, this supply reduces the demands on
District - supplied water.

For the District, its entire imported surface water supply is conveyed through the
Sacramento -San Joaquin River Delta (or Delta) from upper source area watersheds off the
Sacramento and San Joaquin rivers and tributaries.

Figure 3 -18: Santa Clara County Imported Water Supplies (1992 -2009)

The importance (and 300

sensitivity) of the Delta
in providing long -term,
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j
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District and indeed, all
exporters. The ongoing
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legal, and environmental
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issues associated with 0
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of the most Vital Notes: CVP and SWP supplies are total deliveries and Include supplies from Semitropic

water bank, carry-over, sales, transfers, and exchanges.

challenges facing the
District regarding its imported surface water supplies. These constraints have been fully
described elsewhere and are not repeated here.

Figure 3 -19 summarizes the District's CVP /SWP contract amounts, as well as its
imported allocations under normal year, multiple dry -year and single dry year supplies.
Also shown are the SFPUC supplies even though the District has no control over these
imported supplies. SWP and CVP imported supplies are based on the "State Water Project
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Delivery Reliability Report 2009" and associated CALSIM II modeling results for hydrologic
years 1922 - 2003 with 2029 demands and level of development including climate change.

Figure 3 -19: Santa Clara County Imported Water Supplies

ISWF' 1 100,000 1 64,000 1 31,830 1 11,000

1c pl 1 152,500 1 108,120 1 80,270 1 69,180

ISFFOCsc,yadmsthrou ¢ h2018' 65,500 50,150' 52,600'

ISFFUC Shro Ines after 2018 63,850 48.500 50.950'Source BromCVWD Urban Water Laracaudit Plan 2010- )able 3 -6, Santa tiara County Imported Water Supplles(A
None

SWP and PIT values are based on DWR 2009 Reliability Study and CALSIM II modeling result for future 20290 conditons with climate change
and include both M &I and Ag

Based on Interim Supply Albanese adopted by SBPIIC In December 2010
Bassoon "Procedures for Pro Rau Reduction of Wholes ale Customers' Individual Supply Guarantee" under 2010 demand conditions and Tier

Two Allocamons calculates spreadsheet provided by BAWSCA

Based on SBPIIC Individual Supply Guarantees FSGO
For planning purposes, BAWSCAhas recommended thatall its agencies usethevalues associated with the Tier Two DroughtAlloaton Plan for

allyearsoutm2035 San Jose and Santa Clara havetemporary /inreauptble contracts with the56PUC Ifa droughtwerem occur atsuchtmethat
the SBPIIC has terminated or reduced either or both ofthese aides' Individual contracts, their droughtalloatons would be diminished or
eliminated.

DWR's 2009 SWP Delivery Reliability Report demonstrates that the projected long-
term average delivery amounts of contractual SWP supplies ( referred to as "Table A" for
SWP contracting purposes) have decreased in comparison to previous estimates. However,
the projections developed by DWR are predicated on conservative assumptions, which
make the projections useful from a long range urban water supply planning perspective.
Even under normal years (e.g„ 2000), significant curtailments to imported federal /State
water supplies are anticipated. Multiple dry -year projections ( e.g., 1987 -1992 period)
demonstrate further diminishment of contract allocations from the CVP /SWP with
significant decreases ( over 50 percent) in contractual SWP Table A allocations. Under a
worst -case, single dry-year ( i.e., 1977) scenario, both CVP /SWP allocations are further
depleted; so much so in fact that SWP allocations are about 10 percent of the contract
quantity. These represent significant reductions to the District's contracted federal /State
water supplies. In contrast to these shortage years, the SWP and CVP can also deliver 100
percent of contract quantities, which the projects did as recently as 2006. Depending on
hydrology, the projects may also deliver surplus water temporarily available in the Delta
known as "Article 21" water, if delivered by the SWP, or "Section 215;' if delivered by the
CVP, in addition to allocations based on contract quantities.

Water Transfers and Exchanges

The highly variable nature of annual imported supplies compels the District to look at a
variety of supplemental supply options. Transfers, exchanges, and a water banking
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program help the District manage uncertainty and variability in supply as each water year
develops. In addition, spot market transfers, dry year options transfers, and drought
response actions can effectively supplement supply. Under certain water supply
conditions, the District may also use the water transfer market to generate revenue to
offset fixed costs or support funding of other Water Utility programs. The District
considers and evaluates transfer opportunities as they become available.

Short -term, or spot - market, water transfers usually involve an agreement to purchase
water within a one- to two -year period. The District routinely uses short -term water
transfers to increase water supplies in times of shortage. In 2009, for example, the District
purchased water from the State Drought Water Bank. In other dry years, SWP and CVP
contractor groups ( the State Water Contractors and San Luis and Delta- Mendota Water
Authority) have developed collective water purchase programs. In these programs and in
the State Drought Water Bank, the Districts access to transfer water is limited to its pro-
rated share, which is typically based on its SWP or CVP contract amount. Therefore, the
District also carries out transactions independently with sellers in the market, including
other water contractors and water rights holders. For example, in the recent dry years of
2007 -2009, the District made annual purchases of 3,100 AF from Browns Valley Irrigation
District in the Yuba River watershed ( a tributary of the Feather River in the Sacramento
Valley).

Supply acquisition through transfers is typically straightforward, although seasonal
Delta pumping restrictions (typically April through June) can be a challenge for transfers
that must be conveyed from areas upstream of the Delta, such as the Sacramento Valley, to
areas south of the Delta. However, in very dry years, when transfers are most needed, the
capacity for "north- south" transfer water at the SWP and CVP Delta pumping plants is not
likely to be a constraint because there is less project water to be delivered in a low
allocation year. In addition, in all year types, a transfer market exists among various Water
users south of the Delta which is not subject to the Delta pumping constraints applied to
transfer water from areas upstream of the Delta.

Water transfers also involve a dynamic institutional process. Finding willing sellers and
completing agreements requires substantial staff time, and it is usually necessary to make
purchase commitments relatively early in the year, before the District's overall water
supply situation is fully known. The price of short -term transfers increases as the outlook
for the year's hydrology becomes critically dry, and /or as regulatory restrictions limit
pumping of imported water from the Delta. There is a risk that the supply available in the
market will be insufficient to meet the District's needs. There is also a risk that the District

may commit to buy water and find out later in the spring that the short -term transfer is not
needed. To manage such changing conditions, the District has occasionally both bought
and sold short -term water transfers within the same year.

Long term transfers refer to transfer agreements that provide terms and conditions for
the transfer of water over multiple years. At present, the District has two agreements that
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are classified as long -term transfers. In 1998, the District and two other agencies ( Pajaro
Valley Water Management Agency and Westlands Water District) jointly participated in the
permanent assignment of 6,260 AF from Mercy Springs Water District, an agricultural CVP
contractor. Under the agreement, the District has an option for dry -year supplies totaling
at least 20,000 AF over a 20 -year period. The dry-year option may continue for subsequent
terms depending on the future plans of Pajaro Valley Water Management Agency. In 2010,
the District entered into a four -year agreement with Patterson Irrigation District, a
contractor in the San Joaquin Valley with a reliable CVP supply based on their San Joaquin
River water rights. The total amount that will be transferred over the term of the
agreement is 13,350 AF, with flexible annual deliveries of at least 4,000 AF.

Exchanges involve one party providing water to another in one year, in return for a like
amount of water in a future year. If the exchange agreement provides for return of water in
future dry years, the exchange ratio may be higher than one -to: -one. The SWP allows
contractors to exchange water using ratios up to two -to -one, that is, for every two acre -feet
provided to the exchange partner, one acre -foot is returned in a future dry year. These
transactions can improve water supply reliability from year to year, and have other
financial or operational benefits. The District has previously carried out annual exchanges
with San Benito County Water District and also works with other CVP contractors in the
San Joaquin Valley as exchange partners.

Groundwater Banking

The District initiated its groundwater banking strategy in 1996 when it approved an

agreement with Semitropic Water Storage District (Semitropic) to store 45,000 AF of SWP
water in Semitropic's groundwater basin on behalf of the District. In 1997, the District
approved a long -term agreement with Semitropic. Under the terms of this agreement, the
District has banked water in ten years since 1997, and withdrawn water in four years. The
agreement allows the District to maximize the economic value of its imported water
contracts by fully utilizing water that might otherwise have to be turned back to the SWP or
CVP. For example, in 2006, a very wet year, the District was able to store nearly 58,000 AF
of imported water for use in future dry years. The total storage capacity available to the
District in the Semitropic Water Bank is 350,000 AF, and the current storage balance
January 20 11) is 264,837 AF.

The Semitropic Water Bank is an "in lieu' storage program, meaning that Semitropic's
farmers use surface water delivered on behalf of the District and other banking partners to
irrigate their crops, rather than pump groundwater, which effectively increases
groundwater storage. The District does not retrieve its stored water directly from the
groundwater basin. at Semitropic. Rather, the District retrieves its water by taking SWP
water pumped from the Delta at Banks Pumping Plant in exchange for Semitropic pumping
groundwater to meet SWP water needs within its own district or pumping groundwater
into the California Aqueduct to meet the needs of other SWP contractors downstream.
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Since the groundwater delivered to the California Aqueduct is exchanged with overall SWP
supplies, this component of the District's Semitropic Water Bank retrieval ( up to 31,500
AF) is usually not limited by annual SWP contract allocations. The District's ability to take
additional water from the Semitropic Water Bank (up to 78,000 AF total) is proportional to
SWP allocations, because this component of the exchange is limited to Semitropic's own
SWP contract supply. During drought years, therefore, the amount of water bank balance
that the District can withdraw beyond the 31,500 AF groundwater exchange portion may
be limited. The quality of water delivered to the District is the same as the District's SWP
contract water conveyed through the Delta and the South Bay Aqueduct

Recycled Water

In Santa Clara County, recycled water is developed by the county's four wastewater
treatment plants, owned and operated by local cities within the county. Recycled water is
treated municipal wastewater treated to a level that makes it appropriate for various non -
drinking water purposes ( non - potable uses). The District works with these four
wastewater entities on partnerships to promote water recycling for irrigation and
industrial uses through agreements, collaborative projects, financial incentives and
technical assistance. In FY 09/10 approximately 14,500 AF of recycled water was used in
the county, thereby preserving an equal volume of drinking water supplies. The four
wastewater facilities located within the county are as follows:

San Jose /Santa Clara Water Pollution Control Plant (SJ /SC WPCP)

South County Regional Wastewater Authority ( SCRWA)

Sunnyvale Water Pollution Control Plant (SWPCP)

Palo Alto Regional Water Quality Control Plant (PARWQCP)

The District has been working with the City of San Josh on recycled water programs
since 1994, providing financial and technical support for system expansion. In early 2010,
after many years of collaborative discussions and negotiations, the District Board of
Directors and the San Jose City Council executed a 40 -year long -term agreement with the
City of San Jose on the ownership of an advanced recycled water treatment facility,
operation and maintenance of recycled water facilities; decisions on export of recycled
water outside the county, future expansion that most effectively meets the needs of the
community, joint technical studies on recycled water issues, and coordinated recycled
water outreach.

Under an original 1999, recycled water partnership agreement between SCRWA,
SCVWD and the cities of Gilroy and Morgan Hill, SCVWD delivered approximately 2,000 AF
of recycled water to irrigators in the Gilroy area in FY 09 -10. A number of near -term

SANTA CLARA VALLEY WATER DISTRICT 95



LAFCO OF SANTA CLARA. COUNTY
2011 COUNTYWIDE WATER SERVICE REVIEW

capital improvement projects are expected to increase recycled water delivery by an
additional 800 AFA.

Desalination

The District is evaluating whether desalinated water could meet local water supply
needs. The District has collaborated with the San Francisco Bay Area's four other water
agencies that collectively serve 5.4 million people. The five agencies working on the Bay
Area Regional Desalination Project ( BARDP) are: Contra Costa Water District East Bay
Municipal Utility District San Francisco Public Utilities Commission, Zone 7 Water Agency,
and Santa Clara Valley Water District The benefits these five agencies bring is the desire
to leverage existing pipelines and interties and to share a regional facility that minimize
costs and environmental impacts.

The BARDP includes the following objectives:

s Increase supply reliability by providing a water supplywheq needed from a regional
facility;

3 Provide additional source of water during emergencies such as earthquakes or levee
failures;

3 Provide a supplemental water supply source during extended droughts; and,

s Allow other major facilities, such as treatment plants, water pipelines, and pump
stations, to be taken out of service for maintenance or repairs.

SANTA CLARA VALLEY WATER DISTRICT 96



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

Emergency Preparedness

Worer,Sunnly Hazards

As infrastructure ages, both the SWP and CVP systems become increasingly vulnerable
to natural disasters. The SWP's South Bay Aqueduct overlies the Hayward Fault, and the
CVP's Santa Clara Conduitoverlies the Calaveras Fault.

An earthquake that affects. the Sacramento-San Joaquin Delta could reduce the District's
ability to take its imported water supplies from both the CVP and SWP, either from failure
of the District's conveyance system, failure of State or federal conveyance infrastructure, or
saltwater intrusion due to Delta island levee failure. In addition to disrupting contract
supply deliveries, outages to the conveyance system would also impactthe District's ability
to put water into or take water from the Semitropic Water Bank, or to take delivery of
water transfers from north -of -Delta sources.

The Delta has more than 1,000 miles of levees that are vital to flood protection for
islands that are, in some cases, more than 20 feet below sea level. Many of the levees are
also vital for protecting the quality of SWP and CVP water conveyed through the Delta. Yet
many of these levees were constructed in the early 1900's without proper engineering and
the integrity of the Delta levee system has declined to a dangerous level. An earthquake
that causes the Flooding of one or more Delta islands could result in saltwater intrusion that
seriously degrades imported water quality. In June 2004, a levee in the Jones Tract failed,
resulting in total inundation of the island and impacts to SWP and CVP water quality for
several months.

Emergency Water SuI2121ti

In 2003, the District initiated the Water Utility Infrastructure Reliability Project (IRP) to
determine the current reliability of its water supply infrastructure (pipes, pump stations,
treatment plants) and to appropriately balance level of service with cost. The project
measured the baseline performance of critical district facilities in emergency events and
identified system vulnerabilities. The study concluded that the District's water supply
system could suffer up to a 60 -day outage if a major event, such as a 7.9 magnitude
earthquake on the San Andreas Fault, were to occur. Less severe hazards, such as other
earthquakes, flooding and regional power outages had less of an impact on the District,
with outage times ranging from one to 4S days"

SCVWD, Draft UWMP, 2011, p 4 -7.
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The District does not currently operate groundwater wells and is not able to directly
substitute groundwater for surface water due to a lack of District -owned water supply
wells and related infrastructure. However, the District is currently pursuing well fields that
will tie directly to the treated water distribution system for increased operational flexibility
and system reliability. A pilot facility, the San Tomas Well Field, is currently being
developed in Campbell.

lnterties and Back -un Sunniv

In order to enhance reliability in case of transmission system disruptions or shut
downs, the water district can transfer up to 40 mgd of treated water to or from the San
Francisco Public Utilities Commission ( SFPUC) through an intertie located in Milpitas
during planned or unplanned system outages. The District and SFPUC jointly own the
common intertie facilities, and has signed a long -term agreement that specified
responsibilities for operation, maintenance and payment of costs.

Existing water supply wells owned and operated by retailers will be able to provide
emergency backup to treated water supplies when sufficient groundwater is available. The
District will continue to explore opportunities to re- operate the water supply system to
improve the integration of surface water and groundwater resources. The District intends
to work with local retailers to ensure that backup groundwater supplies are ready and
available from retailers' wells when needed to supplement treated surface water supplies.

WATER DEMAND

As the principal water wholesaler in Santa Clara County, the District is responsible for
planning the water supply of the county with the SFPUC and local retailers to ensure
adequate water supplies that can meet both current and future demands. The District
strives to meet the water demands of its retail customers under all variable hydrologic
conditions, including meeting the treated water contract requirements to its retail water
suppliers. As the groundwater management entity for the county, the District's actively
manages the various groundwater subbasins through coordinated natural and artificial
recharge efforts (see the Groundwater Resources section of this chapter).

Water use within the District service area has increased since 1990. Figure 3 -20
illustrates the historical water use changes since 1990 and two projected demand forecasts
based on the 2005 and 2010 Urban Water Management Plans (UWMPs). The dip in 1991 is
reflective of the prolonged drought between 1987 and 1992 and results of water use
reduction measures.

Based on ABAG projections from 2009, adjusted from the 2010 Census population, the
population of Santa Clara County would increase to 2,369,584 persons by the year 2035,
representing an almost 33 percent increase over 2010. This increasing population along
with the anticipated significant job growth that would go along with it would notably
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increase the demand for water throughout the county. The District estimates that overall,
countywide water demand will increase by approximately 70,000 acre -feet per year or, by
18 percent, over the next 25 years. The 2005 UWMP showed that the 2035 projected
water use, after water conservation, was about 450,000 AFY. At the time, the planned
water conservation efforts through 2030 was anticipated to offset over half of the
additional water supplies needed to meet these expected increases in water demand.

Figure 3 -20: District Historical and Projected Water Demand
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those assumed in earlier 2005 and 2007 DWR delivery reliability reports. Today, the
average annual SWP delivery is a little over 60 percent for both current and projected
future conditions. Over multiple dry -year periods, this average is reduced to about 32
percent. Moreover, in addition to these direct allocation reductions, overall normal and
wet -year allocations may be reduced such that SCVWD would face cumulative adverse
effects in their ability to fully capitalize on wet -year supplies for local storage and out -of-
county banking.

Driven by water use reductions in recent years and the 20 percent per capita use
reduction by 2020 mandated by SB7 -7 on retail agencies, the 2010 UWMP downgraded its
2030 water use forecast to about 410,000 AFY and a 2035 anticipated water use of about
423,000 AFY. Figure 3 -21 shows the anticipated future demands of the District's retail
customers through 2035.
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Normal Year 2002

SWP 1.3

CUP 1,3
64,000 64,000

108,100 108,100

Local Supplies 145,020 145,020

Recycled Water 18,680 22,280

SFPUC 61,000 63,700

New Supplies /Conservation per Water Master Plan 0 0

Total Supplies 396,800 403,100

Demand before Conservation Savings ( 1992basevearl 438,820 460,910

Demand After Consrvation Savings 384,810

Sipple Dry Year 1977
SWP

CVP23

Local Supplies

Recycled Water
SFPUC

Groundwater Reserves and Surface Carryover Supplies

rotal Supplies

Demand before Conservation Savings ( 1 992basevearl

Demand After Consrvation Savings

Middle Dry Year Average1987 -1992

SWP & Semitropic
CUP 1,3

Local Supplies

Recycled Water
SFPUC

42,500 42,500

69,200 69,200

63,600 63,600

18,680 22,280

52,600 50,950

129,140 136,280

375,720 384,810

438,820 460,910

375,720 384,810

60,500 60,500

80,270 80,270

102,300 102,300

18,680 22,280

50,150 48,500

64,000 64,000

108,100 108,100

153,800 153,800

25,780 28,180

63,850 63,850
0 0

415,530 417,930

483,120 507,870

396,420 409370

42,500

69,200

63,600

25,780

50,950

144,390

396,420

483,120

396,420

60,500

80,270

102,300

25,780

48,500

64,000

108,100

153,800

29,380

63,850

3,790

422,920

521,420

422,920

42,500 42,500

69,200 69,200

63,600 63,600

29,180 29,380

50,950 50,950

153,940 167,290

409,370 422,920

507,870 521,420

409370 422,92(l

60,500 60,500

80,270 80,270

102,300 102,300

29,180 29,380

48,500 48,500

Groundwater Reserves and Surface Carryover Supplies 51,300 51,750 50,250 68,150 66,750

Total Supplies 363,200 365,600 367,600 388,900 387,700

Demand before Conservation Savings ( 1992 base year) 438,820 460,910 483,120 507,870 521,420
Demand after Lone -term Conservation Savings 375,720 384,810 396,420 409,370 422,920

Demand After Short -term Consrvation Savines 361200 365,600 376,600 38 &900 387,700

Note,

1) SWP and SVP supplies based on State Water Project Delivery Reliability Report 2009 and associated CAISIM II Modeling Results under 2029

demand conditions with climate change.

2) SWP and SVP supplies based on State Water Project Delivery Reliability Report 2009 and associated CALSIM II Modeling Results under 2029
demand mndnmns with climate change. 31,SOO AT comes from Semitropic
3) Assumes no additional imported supplies and secured through transfer, spat market and options
4) Includes Department of Safety of Dams interim reservoir operations restrictions for Almaden, Anderson, Calero, Coyote and Guadalupe Assumes
repairs to Anderson will be completed and reservoir maybe operated at full capacity starting in 2005
5) Recycled water projections based on estimates provided by county recyciedwater producers and retailers. See Chapter 7 for more information
6) SFPUC supplies based on Interim Supply Allocations adopted by SFPUC in December 2010 through 2018 and SFPUC Individual supply
guarantees [ ISGs) after 2018. Projected use in 2015 and 2020 does not reach avadable supply limit
7) SFPUC supplies based on Interim Supply Allocations adoptedby SFPUC in December 2010 through 2018 and SFPUC Individual supply
guarantees [ ISGs) after 2018. Procedure forPro -Rata Reduction of Wholesale Customers' Individual Supply Guarantees under 2010 demand

conditu ms, and Tier Two Allocations calculations spreadsheet provided by BAWSCA

8) Demands after conservation savings are based on projections from water retailers and include water conservation program water savings goal for
both urban and agricultural conservation See Chapter 4 and Chapter 5 for more information on demand projections and the water conservation
program, respectively.
9) Includes individual year demand reductions as summarized in Table 10 -5. See additional table following the UWMP Cheddistin Appendix D for
intermediate calculations and for further clarification.
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Figure 3 -22 illustrates the magnitude in overall water supply availability, based on the
projected supplies and demands for years 2015 through 2035 under the year types of:
normal, single dry year and multiple dry years. Water years 2007 -2009 were the 13th
driest consecutive 3 -year period out of the 87 -year record (e.g., it tied with Water years
1976 - 1978). In fact, such significant shortfalls in system wide carryover storage and the
ongoing restrictive export pumping allowances resulted in a historic low initial allocation
of five percent of contracted water deliveries from the SWP for the year 2010. The
projected deficiencies in federal and State water contract allocations is clearly visible when
taldng into account dry years and multiple dry year sequences.

3 -22: District Water Needs based on Available Supplies and Future Demands (AF)

Cal. Water Service Co. 14,060 12,710 12,920 13,120 13,330

Gilroy, City of 8,070 7,760 8,450 9,190 9,940 2
Great Oaks Water Co? 13,260 13,420 13,830 14,250 14,660

Milpitas, City of 15,280 16,240 17,220 18,240 19,320

Morgan Hill, City of 8,970 8,520 8,990 9,580 10,160

Mountain View, City of14,280 14,860 15,430 16,000 16,750

Palo Alto, City of 14,190 14,460 14,690 15,500 16,310 2
Purissma Hills Water District 3,130 3,320 3,490 3,660 3,830

San Jose Municipal Water 32,140 35,230 38,460 42,120 45,780

San Jose Water Co. 143,790 147,860 150,930 154,080 157,290

Santa Clara, City of 31,260 33,050 34,610 36,070 37,430

Stanford University 5,100 5,740 6,250 6,860 7,470
Sunnyvale, City of27,480 27,900 28,390 28,920 29,800

Independent Groundwater Pumpin9 15,600 15,600 15,600 15,600 15,600.

Agriculture 29,110 28,140 27,160 26,180 25,250

Total 375,720 384,810 396,420 409,370 422,920

Source: SCVWD Urban Water Management Plan, 2010, Table 4 -1, Retailer Demand Projections after Conservation Savings
Notes:

1 Includes conservation savings goal for both urban and agricultural conservation. See UWMP 2010, Table 5 -1 for total District
water conservation program water savings goal with 1992 base year.

2 2035 value extrapolated from retailer provided data.
3 From District developed demand projections based on ABAG Projections 2009 calibrated with actual use data.

Projections are based on Table A -2 of the BAWSCA Lopig -Tenn Reliable Water Supply Strategy Phase I Scoping Report ( May
2010) with adjustments for active conservation.

s Projectrons are consistent with City of San Jose Envision 2040 Draft General Plan Update Preferred Alternative. Includes all of
San Jose Municipal's service areas and portions of Coyote. Valley where the actual retailer to serve this area has not yet been
identified.

6 Demands for independent groundwater pumpers were assumed to continue atthe same average level observed in the historical
pumping record (2000 - 2009).

7 Calculated from estimates of projectedtotal agricultural acreage and awater use factor (1.7 AF /acre).
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The groundwater storage availability component was highly variable; Figure 3 -22
included both actual year 2000 pumping ( to reflect actual withdrawals) as well as the
estimated potential storage within the three subbasin aquifers after three years of drought.
This comparison did not include the time - stepped recharge from reservoir releases.

Figure 3 -23: District Water Supplies and Future Demands (2015 -2030)

Using these 550,000

approximations,
projections in water need
were developed for each 5-
year increment through 450,000 -

2030 using the three water
year type scenarios.
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Deficits were shown for the 350,000

single dry year category in
each of the five -year
thresholds starting in 2015,
as shown in Figure 3 -23. 
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The likely ability to meet
future water use demands —$— Projected Demand 4&—Normal supply

is shown to depend — Multiple Dry-Years Supply Single Dry-Year Supply

significantly on

groundwater storage and expanded supplemental water supplies such as transfers,
exchanges, in -lieu supplies from groundwater banking, and both recycled and potential
desalination. Under existing conditions, wide ranging safety margins do not exist when
anticipated decreases in natural hydrology are shown to constrain overall system yield.

WATER INFRASTRUCTURE AND FACILITIES

The District provides water storage, conveyance, treatment and distribution,
groundwater recharge, watershed stewardship and flood management with a large and
diverse portfolio of infrastructure and facilities. The District's water supply system is
comprised of storage, conveyance, recharge, treatment and distribution facilities that
include local reservoirs, the groundwater basin, groundwater recharge facilities, treatment
plants, pump stations, and raw and treated water conveyance facilities. The District owns
and /or operates 10 reservoirs, three treatment plants, one recycled water facility, 393
acres of recharge ponds, 142 miles of pipe, 17.3 miles of canals, B:4 miles of tunnels. This
includes the federal CVP facilities known as the San Felipe Division, that extend from
Pacheco Pumping Plant at San Luis Reservoir to Coyote Pumping Plant near Anderson Dam
that the District operates under agreement with the Bureau of Reclamation to serve CVP
water to Santa Clara and San Benito Counties. Each of the District's major facilities,
including the capacity and condition are described in Figure 3 -24.
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3 -24: SCVWD Infrastructure and Facilities

F?Cjlify Type Capacity

Capacity Restricted Capacity

IAlmaden Dam & Reservoir 1,586AF

Anderson Dam & Reservoir 90,373 AT

Calero Dam & Reservoir 9,934AF

Chesbre Dam & Reservoir 7.945AF

Coyote Dam & Reservoir 23,244AF

Guadalupe Dam & Reservoir 3,415AF

ILenihan Dam /Lexington Dam & Reservoir 19,044AF

Stevens Creek Dam & Reservoir 3,138AF

IUvas Dam & Reservoir 9.835AF

IVasona Dam & Reservoir 495AF

IRinconada Plant WTP 80 MGD

ISanta Teresa Plant WTP 100 MGD

Pemtencia Plant WTP 40 MGD

South Bay Advanced

Fair. Dam operates near design level with currentrestnction. Seismic stability evaluation is ongoing with
2,738AF

RecycledWTP 8MGD
Treatment Facility

issues

Condition Date Built

IPme Miles 142

Fair Dam operates near design level with current restriction. Seismic stability evaluation is ongoing with

Reservoirs 10

1,260AF completionscheduledm March,2012 Also, intake structure requires seismic modification Aseismic 1935

Potable Treatment Plants 3

retrofit project for the outletis included in the current CIP.

1Clearwells or Storage Tanks 8 In - stream Groundwater Recharge 76 miles

Fair. Major seismic retrofit of embankment and most likely outlet required to restore restricted capacity.

Groundwater Recharge Ponds 393 Acres

61,810AF 1950

3]ASreportedbyagmry, Pacilkycondi tlondefinitons.Fxcellent

A prmectto rehabilitate the embankment is included in the current CIP.

Par — operating at or near design levels; howeveq non - reorm, onwards, upgrading and repairs are needed no ensure continued reliable operation Poor — comet be operated wrhm des,r parameters major renovations are required no resmre the facility

Fair Dam operates near design level with c urrent restri cd on. Seismic stability evaluation is ongoing with
5,671AF completion scheduled in March, 2012. Limited preliminary results of seismic evaluation indicate a 1935

retrofit maybe required. If so. a Droiectwill be added to the CIP.

7.945AF Good. Dam asset is more than 10 years old. An updated seismic evaluation is planned to begin in FY 12 1955

Good. Dam asset is more than 10 years old. An operating restriction has been in place since 1992
12,382 AT recognizing location of Calaveras Fault under the dam Rating based on restricted level as the baseline 1936

The oudetwas replaced in 1992 to address proximity of the fault

Fair. Dam operates near design level with currentrestnction. Seismic stability evaluation is ongoing with
2,738AF complddonscheduledm March ,2012 An upstream berm was constructed in 1972 to address seismic 1935

issues

Good. Dam asset is more than 10 years old and is currently being evaluated for seismic safety. Amajor
19,044AF 1952

upgrade of the oudetwa.Scompleted in 2009 to address structural issueswith the original outlet
Good. Dam as is more than 10 year old and is currently being evaluated for seismic safety. Upstream

3,138AF and downstream buttresses were completed in 1986 to stabilize the dam and meet earthquake safety 1935

requirements.

9.835AF Good. Dam asset is more th an 10 years old An updated seismic evaluation is planned to begin in FY 12. 1957

495AF Good. Dam asset is more than 10 years old 1935

Fair Significant recent investment has been made in existing infrastructure . Currently in planning for
treatment process improvement and capacity expansion.

1967

Good 1988

Good 1974

Under construction.

Scheduled to be

completed by June

IPme Miles 142 Canals 173 miles

Reservoirs 10 Tunnels 8.4 stiles

Pump Stations 3 Total Water Storage Volume 169.415AF

Potable Treatment Plants 3 Recycled Water Treatment Plants 1

1Clearwells or Storage Tanks 8 In - stream Groundwater Recharge 76 miles

Production Wells 0 Groundwater Recharge Ponds 393 Acres

Now,

1] Gemmed opacity per Department of Water Resources, Division of Safety of Dams Interim operating restiimons:

3]ASreportedbyagmry, Pacilkycondi tlondefinitons.Fxcellent rehtvely newflessthan 10 years do) and requires minimal maintenance Good—provides reliable operates in accordance wins design parameters and requires only rourre maintenance.
Par — operating at or near design levels; howeveq non - reorm, onwards, upgrading and repairs are needed no ensure continued reliable operation Poor — comet be operated wrhm des,r parameters major renovations are required no resmre the facility

and ensure reliable operands
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In order to maintain these facilities and minimize the risks of unplanned service
disruption, the District has initiated an asset management program to schedule
preventative maintenance and plan the timing and financing for repairs or replacement of
equipment for all the District's water supply, flood protection and environmental
stewardship work The program is being improved to help the District maintain a high
level of service and meet both regulatory requirements and customer needs3° The District
aims to accomplish at least 80 percent of planned maintenance each year.

The District annually adopts a five -year capital improvement plan to maintain, improve
and expand existing facilities and construct additional facilities. The most recently adopted
CIP is for FY 12 -16 and includes 90 projects that are planned to cost approximately $2.072
billion over the five -year period. The majority of water utility capital projects included in
the 5 -Year CIP are related to asset management which replaces aging equipment and
facilities, or infrastructure reliability, which protects the county's baseline water supply.
With a significant portion of the water supply infrastructure approaching forty to fifty
years of age, maintaining and upgrading the existing infrastructure to ensure each facility
functions as intended for its useful life became the focus of the water supply capital
improvements in recent years, as shown in the CIP. Significant capital improvement plans
are discussed in the following sections based on infrastructure category.

Water Storage Facilities: Reservoirs

The SCVWD has ten major dams and local reservoirs located throughout the County.
These reservoirs are filled by stream flows and water that flows overland and is collected
in the reservoirs. The reservoirs provide water conservation, Flood management,
recreation, and environmental Flow benefits. Stored water is used for groundwater
recharge, via creeks or off stream facilities, or to supply water to SCVWD's water treatment
plants.

The largest dam operated by the SCVWD is the Anderson Reservoir located on Coyote
Creek about two miles east of Morgan Hill. The reservoir includes a 240 -foot high
compacted earth dam. Power is generated through the Anderson Hydroelectric Facility at
the reservoir outlet.

lnfrnrtructure Nees

The District's primary infrastructure need with regard to the reservoirs is review of
seismic stability of each of the dams and corresponding corrective measures. There is a
secondary need to address the San Luis Reservoir (an upstream reservoir that is managed

30 SCVWD, TV 11 -12 Budget Outlook, p. 8
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by the U.S. Bureau of Reclamation) low point problem, in order to provide a reliable supply
of healthy clean water.

The California Department of Water Resources performs regular inspections of the
District's dams for general condition as well as structural integrity. In addition, the SCVWD
has a dam safety program to proactively address any issues.

Knowledge of seismic stability design and construction was very rudimentary during
the design and construction of district dams in the 1930's and 50's. Several of the District
reservoirs have operating restrictions imposed by the Department of Dam Safety (DSOD)
while an engineering analysis of how the District's dams would perform under a major
seismic event is completed "

Seismic safety studies of the aging dams are currently underway at six of 10 reservoirs
that SCVWD operates. These include Anderson, Calero, Guadalupe, Lenihan, Stevens Creek,
and Almaden. These aging structures may need upgrades to protect against earthquakes
with total costs of the upgrades exceeding $150 million. Until the future of these dams is
decided, five of the ten dams are operating under reduced storage so as to minimize the
risks of potential dam failure.

Anderson Dam requires a seismic retrofit and the operating restriction is 25.5 feet
below the spillway until that can be completed.

Additionally, new engineering tests indicate that storage in Calero Reservoir in South
San Jose will have to be decreased. Test drilling beneath the 98 -foot earthen dam at Calero
Reservoir, built in 1935, revealed sand and gravel under a portion of the base of the dam,
which engineers worry could shift like quicksand in a major earthquake, possibly causing
the dam to slump. Based on recommendations from its engineering consultants, SCVWD
has committed to filling Calero Reservoir to no more than 57 percent of capacity; the
reservoir is already under an order from the State Division of Safety of Dams to be filled to
no more than 80 percent. Adding the latest restrictions on Calero Reservoir, the 10
reservoirs now are limited to store no more than 124,300 acre -feet (AF) of water, or just 74
percent of the 169,000 AF total capacity. This has obvious water supply implications today
and, more significantly, in the future depending on water year type.

SCVWD is committed to capture as much of the precipitation runoff as possible; to do
this, it has been transferring water from smaller to larger reservoirs, moving some to
treatment plants, and recharging it into groundwater basins, as ways to maximize
conjunctive use of local and imported supplies and mitigate for reduced imported water
supplies from the Delta. With such required storage limitations, even with the significant

SCVWD, Capital lmprovementPlan FY12-16,2011, p.1I I -1.
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rains so far this year, the reservoirs will be hampered in their ability to capture and store
as much as possible.

Each year, water from the Delta is delivered to San Luis Reservoir via the California
Aqueduct and Delta- Mendota Canal for temporary storage during the winter or rainy
season. A significant proportion of the water supply conveyed to Santa Clara County, as
well as San Benito County, is at risk if water levels in San Luis Reservoir reach very low
levels during fate summer and early fall months. The high temperatures combined with
declining water levels foster growth of an algae layer, sometimes as much as 35 feet thick„
on the reservoir's surface. As the water levels lower, algae is captured by the Upper
Pacheco Intake that delivers water to the San Felipe Division. The water quality within the
algal blooms can cause taste and odor problems in treated drinking water, and create
operational problems with filtration at the treatment plants. It can also clog drip irrigation
systems, creating problems for agricultural water users. The presence of algae in the
District's CVP water can be a significant challenge during the peak summer demand season,
affecting SCVWD's ability to provide reliable supply of healthy, clean drinking water. The
San Luis Reservoir Low -Point Improvement Project was established to study ways that
allow San Luis Reservoir to be fully utilized without interrupting water deliveries or
adversely affecting water quality to water contractors who depend on San Luis Reservoir.
To address the problem associated with the San Luis Reservoir `low point ", options include
lowering the Pacheco Intake, expanding Pacheco Reservoir, upgrading treatment processes
at Santa Teresa and Rinconada treatment plants and a combination alternative that
includes re- operating Anderson Reservoir, conveying a portion of the District's CVP
supplies through the South Bay Aqueduct and constructing new groundwater wells and
recharge facilities.

Canital Imnrovement Plans

The District has included a number of reservoir- related projects in its Capital
Improvement Plan totaling $319.4 million over the five -year period. Significant projects
include:

Dam Safety Program Seismic Stability ($10.2 million) - conduct preliminary
planning (seismic stability evaluation) for seven dams.

Pacheco Pumping Plant ASD Replacement ($19.4 million)- plan, design, and
construct improvements to replace the existing adjustable speed drives and
ancillary equipment to improve plant operation and reliability and reduce
operation and maintenance costs

3 Almaden Dam Outlet Works Improvement ('$17.2 million) - plan, design, and
construct improvements to the Almaden Dam Outlet Works to modify or
construct a new intake structure, capable of releasing 246 cfs of water without
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flushing of sediments and correct existing problems with the outlet energy
dissipation structure, piping and valves.

Anderson Dam Seismic Retrofit ($126 million) - plan, design and construct
seismic retrofit or replacement of outlet works at Anderson Dam. Resolve
seismic stability deficiencies to ensure public safety. Restore lost reservoir
storage capacity and resolve operational restriction issues from Division of
Safety of Dams and Federal Energy Regulatory Commission.

Water Storage Facilities: Groundwater Storage and
Recharge

Within Santa Clara County, the District manages two groundwater subbasins that
transmit, filter, and store water: the Santa Clara Subbasin and the Llagas Subbasin. For a
more detailed description of the groundwater basins managed by SCVWD, refer to the
description of groundwater resources in the Water Supply section of this chapter.

Land subsidence due to groundwater overpumping has been an issue for Santa Clara
County as well as a number of other counties in California that are highly dependent on
groundwater sources. SCVWD is monitoring groundwater levels and land surface levels in
subsidence areas; through proactive management and the appropriate use of water supply
sources, the District is working to ensure that land subsidence will not re- initiate.

Beginning in the 1930s, reservoirs and recharge ponds were built to augment natural
groundwater recharge in an attempt to restore groundwater levels and to halt land
subsidence. The groundwater basins are recharged through both natural and artificial
means. The District operates and maintains artificial recharge facilities at 18 major
recharge pond systems and 30 local creeks. Runoff is captured in the District's reservoirs
and released into the recharge facilities for percolation. In addition, raw imported water is
used for direct recharge and for in -lieu recharge through the provision of treated surface
water.

The District does not presently draw water from the groundwater basin, however, the
District is currently pursuing well fields that will tie directly to the treated water
distribution system for increased operational flexibility and system reliability. A pilot
facility, the San Tomas Well Field, is currently being developed in Campbell and is nearing
completion.

Infrastructure Needs

As identified in the 2005 service review, perchlorate contamination of groundwater in
the Llagas subbasin is still an issue of concern for some groundwater users. Olin
Corporation's (Olin) signal flare manufacturing plant in southern Morgan Hill, closed since
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1997, released Perchlorate that affected many wells in the South County area. Perchlorate
contamination at the site occurred primarily from an unlined evaporation pond that
received wastes from the cleaning of the ignition material mixing bowls, on -site
incineration of manufacturing wastes, and accidental spills. The perchlorate leached
through the soil into the groundwater, creating a 9.5 -mile perchlorate plume in the South
County area. Perchlorate is a chemical that affects the normal function of the thyroid gland
if consumed by humans at sufficiently high doses. Water containing more than 6 parts per
billion ( ppb) Perchlorate is considered unsafe to drink and to cook with by the California
Department of Public Health, which has set the Maximum Contaminant Level (MCL) for
perchlorate at 6 ppb. When the extent of perchlorate contamination in the Llagas subbasin
was first delineated, perchlorate detections above the 4 ppb action level in effect at that
time were found in hundreds of wells. Some of the wells in South County initially
contaminated with perchlorate were found to have concentrations of perchlorate up to 50
ppb. Presently, only eight private wells in the County exceed California's 6 ppb MCL.

The Central Coast Regional Water Quality Control Board ( Regional Board) has
regulatory oversight over the cleanup of the groundwater plume. At the urging of the
District and the community, the Regional Board has taken action to ensure the timely
restoration of contaminated groundwater. The Olin Corporation began soil remediation
and groundwater treatment on the Tennant Avenue site in 2004. Since that time, the
Regional Board has directed Olin to perform groundwater extraction and treatment to
address the off -site perchlorate plume. Construction of the off -site groundwater extraction
system is scheduled to begin in July 2011. Perchlorate levels have decreased significantly
and the size of the plume is decreasing; however, some wells still contain perchlorate
above the MCL and remediation is ongoing. Olin continues a comprehensive well - sampling
program to monitor the perchlorate plume. The District tracks the cleanup progress by
reviewing the monitoring and remediation plans and reports submitted to the Regional
Board.

Canital Imnrovement Plnnr

At present there are no plans to address the perchlorate contamination through
additional capital investments. The plume has started to recede and the water is being
diluted for consumption.

Water Storaee Facilities: Treated Water Stora

The District maintains six storage tanks and reservoirs at the WTPs with a combined

storage capacity of approximately 30 million gallons.

SANTA CLARA VALLEY WATER DISTRICT 108



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

Infrastructure Nees

During the DPH most recent inspection of the SCVWD treatment facilities, it was found
that the clearwell at Penitencia WTP needs improvements to address numerous areas on
the interior floor with blisters, interior roof and rafter with areas of active corrosion,

fractured lining and evident metal loss, and the failing roof plate coating.

Conitnl Im nrovemen t Pleas

In the current CIP, the District has budgeted $4.3 million to plan, design, and construct
corrosion repairs to the existing clearwell at Penitencia WTP to extend the life of the
clearwell by removing as much corrosion as possible and recoating surfaces as necessary.

Water Treatment Facilities

The District operates three water treatment plants, all in the central and northern
portions of Santa Clara County. These are the Rinconada plant in Los Gatos, the Santa
Teresa plant in the Almaden Valley, and the Penitencia plant in the foothills of east San Jose.

In the early 1990s, the District began a series of capital improvements to upgrade its
three drinking water treatment plants in order to meet new Environmental Protection
Agency rules for improved water quality required by 1996 amendments to the Safe
Drinking Water Act Fifteen years of effort and capital funding have broughtthe upgrades
at Penitencia and Santa Teresa Water Treatment Plants to completion. Delivery of ozonated
water produced at these two treatment plants began in 2006. Water delivered from the
Rinconada plant continues to meet the stricter water quality standards even though the
plantwas built in the 1960's and is showing its age.

According to the Department of Public Health ( DPH), "the Rinconada WTP and
Penitencia WTP are in very good condition and are operated by conscientious staff." DPH
reported that the District consistently strives to produce high quality water that meets or
exceeds all Federal and State drinking water standards" Similarly, DPH found the Santa
Teresa WTP "to be in very good condition with no significant deficiencies" and operated by
knowledgeable and conscientious staff"

In 2003, the District initiated the Water Utility Infrastructure Reliability Project (IRP) to
determine the current reliability of its water supply infrastructure (pipes, pump stations,

36 SCVWD, Capital bnproven entPlane 2011, p I1I -1.

3 ' CD PH, Letter to SCVWE Re 2009 Ins peanut Findings for Rinconada and Penitencia WTP, April 1, 2009.

38 COPE, Letter to SCVWD Re 2009 Inspection Findings for Santa Teresa WTP, July 31, 2009
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treatment plants) and to appropriately balance level of service with cost. The project
measured the baseline performance of critical District facilities in emergency events and
identified system vulnerabilities. The study concluded that the District's water supply
system could suffer up to a 60 -day outage if a major event, such as a 7.9 magnitude
earthquake on the San Andreas Fault, Were to occur. Less severe hazards, such as other
earthquakes, flooding and regional power outages had less of an impact on the District,
with outage times ranging from one to 45 days 39

The flows to each plant and percent of capacity in use during maximum day demand are
shown in Figure 3 -25.

Figure 3 -25: Average and Maximum Day Demand (2010)

Penitencia WTP 18.9 34.2 40 8610
Rinconada WTP 44.1 78.5 80 98%

Santa Teresa WTP 40.1 69.3 100 69%

Infrastructure Needs

During the DPH most recent inspection of the SCVWD treatment facilities, the following
needs or deficiencies were identified:

At Rinconada WTP and Penitencia WTP, the current backwash water return system
needs to be modified to reduce the recycled water turbidity to levels to meet the
goal of DPH's Cryptosporidium Action Plan.

42 At Penitencia WTP, the on -line turbidimeters need to be verified for accuracy.

The chain and flight system for one of the east treatment train's sedimentation
basins was not functioning, but the basin was still in service at the Santa Teresa
WTP.

Canital Imnrovement Plans

Water Infrastructure Reliability Plan Phase 2 Seismic Study and Retrofit of Water
Treatment Plants and Operations Buildings ($16 million) - plans, designs, and
constructs improvements, including possible seismic retrofitting of two water
treatment plant operations buildings and two buildings at the Vasona Pump Station.

39 SCVWD Draft UWMP, 2011,p.
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y Water Infrastructure Reliability Plan Phase 2 ($77.8 million) - plan, design, and
construct approximately 20 new wells, with an anticipated capacity of 1500 gpm
each, near District transmission mains and retailer turnouts on the east and west
sides of the District's distribution system.

3 Rinconada Water Treatment Plant Facility Renewal Program ($152 million) - The
facility renewal program for Rinconada WTP that was started in FY 08 -09 is
continuing with four individual capital projects and $2.1 million planned
expenditures in FY 11 -12.

3 Rinconada WTP Reliability Improvement ($104 million) -Improve service factors by
increasing clarification and filtration capacity. Provide for taste and odor control
improvement reduction of filter loading by addition or modification of filters, and
washwater clarification.

Recycled Water Treatment Facilities

In Santa Clara County, recycled water is developed by four wastewater treatment
plants, owned and operated by local cities within the County. Recycled water is treated
municipal wastewater treated to a level that makes it appropriate for various non - drinking
water purposes (non- potable uses). The District works with these four wastewater entities
on partnerships to promote water recycling for irrigation and industrial uses through
agreements, collaborative projects, financial incentives and technical assistance.

The four wastewater facilities located within the county are as follows:

3 San Josh /Santa Clara Water Pollution Control Plant (SJ /SC WPCP)

3 South County Regional Wastewater Authority (SCRWA)

3 Sunnyvale Water Pollution Control Plant ($WPCP)

3 Palo Alto Regional Water Quality Control Plant (PARWQCP)

These facilities are discussed in more detail in their respective sections.

Canital Imnmvement Plnne

The District is in the process of constructing a new advanced recycled water treatment
facility which will be owned by SCVWD in collaboration with the City of San Jose. The City
and the District will jointly make decisions on expansions of the recycled water system,
collaborate on studies and outreach, and have the ability to leverage each other's
infrastructure.
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The District will begin using new treatment methods and build an entirely new facility
to bring South Bay residents, businesses and agencies recycled water with less salinity. The
new advanced water treatment facility will produce highly purified recycled water and
strengthen the integrated management of recycled water. The facility will be built next to
the recycled water Transmission Pump Station north of state Route 237 near the bay lands.

The new facility will divert a portion of treated wastewater from the SJ /SC WPCP and
use advanced treatment methods to produce up to eight mgd of highly purified water. This
new purified water will have a near - distilled quality, which will be blended into existing
recycled water flows to provide for more uses. The blended recycled water will be used to
irrigate a wider variety of landscapes, like those with poorly draining soils and sensitive
plant species.

Construction for this facility began in October 2010 and is planned to be completed by
the summer of 2012. This project was awarded $8.25 million from the Federal Stimulus
grant funds and approximately $3 million from a State grant, and will receive $11 million
from the City of San Jose, because it will contribute to system reliability and provide a
filtration benefit and enhance recycled water quality. The City has also leased the land for
this newfacility to the District ata nominal cost.

Convevance and Distribution Facilities

The SCVWD transmission and distribution system includes threepumping stations, 142
miles of pipeline and 8.4 miles of tunnel.

Raw Water

District imported water is conveyed through the Sacramento -San Joaquin Delta and
then pumped and delivered to the county through three main pipelines: the South Bay
Aqueduct, which typically carries water from the State Water Project (SWP), and the Santa
Clara Conduit and Pacheco Conduit, both of which typically convey water from the federal
Central Valley Project (CVP). Under some circumstances, the District may schedule and
convey other types of water in each system in order to implement water transfers,
exchanges or other operational objectives. The raw water is used for surface deliveries to
some agricultural users, groundwater recharge or treated at one of the District's three
water treatment plants.

The South Bay Aqueduct is owned and operated by the State Department of Water
Resources. Water deliveries to Santa Clara County began in 1965. The Aqueduct terminates
at the Penitencia Water Treatment Plant in east San Jose.

tl0 SCVWD, Draft UWMP, 2011, p 7 -9.
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Water from the CVP is delivered through the federal San Felipe Division, which extends
from the Pacheco Pumping Plant at the San Luis Reservoir through the Pacheco Tunnel and
Conduit, and then through the Santa Clara Tunnel and Conduit to the Coyote Pumping Plant
just west of Anderson Dam. The District has operated and maintained the San Felipe
Division facilities that serve Santa Clara County since CVP water was first delivered in
1987.

After imported water is conveyed to Santa Clara County, it may be combined with raw
water from local sources (Anderson- Coyote watershed and Almaden - Calero watershed) for
distribution to the District's groundwater recharge operations and three water treatment
plants. The local transmission and distribution system for raw water includes the Cross
Valley Pipeline, Almaden Valley Pipeline, Central Pipeline, and Stevens Creek Pipeline. The
District's Vasona Pumping Plant helps regulate the raw water distribution system.

Treated Water

The East, Snell, and West pipelines distribute treated water from one or more of the
District's three treatment plants to turnouts that supply the District's water retailers.

The East Pipeline is 6.4 miles of steel pipeline that distributes treated water from the
Penitencia WTP to nine turnouts and to supply three retailers: the City of San Jose, the San
Jose Water Company, and the City of Milpitas. The East Pipeline can also distribute treated
water from the Santa Teresa WTP.

The Snell Pipeline is 9.7 miles of pressed concrete pipeline that distributes treated
water from the Santa Teresa WTP to six turnouts to supply two water retailers: the City of
San Jose and San Jose Water Company.

The West Pipeline is a nine -mile steel pipeline that includes three branches to distribute
treated water from the Rinconada WTP to 15 turnouts to supply six retailers: the California
Water Services, the City of Cupertino, the City of Santa Clara, the City of Sunnyvale, the City
of Mountain View, and the San Jose Water Company.

The distribution system's integrity is indicated by the District's rate of distribution loss
and number of breaks and leaks in 2010. The District estimates that there is less than one

percent unaccounted for distribution loss from the point of treatment to the delivery point
to each of the retailers. There were two main breaks or leaks in 2010.

Infrastructure Needs

The District's asset management program consists of planned inspection, routine
maintenance, rehabilitation and seismic upgrade of pipelines. This program has not
revealed any particular or significant issues with the raw water and treated water
conveyance pipelines. The program next step is to complete the condition assessment of

SANTA CLARA VALLEY WATER. DISTRICT 113



LAFCO OF SANTA CLARA. COUNTY
2011 COUNTYWIDE WATER SERVICE REVIEW

these underground assets. The retail water agencies are responsible for distribution of
treated water beyond the District's turnouts.

Canital Imnrovement Plnnr

In the current CIP, the District has budgeted $ 100 million on 15 improvements to
transmission infrastructure. Significant improvements of notes are:

3 Almaden- Calero Canal Rehabilitation ($9.8 million) — to restore the canal to its
baseline capacity of 120 cfs, while maintaining adequate freeboard, improve
maintenance access, mitigate for local landslides, and repair leakage and improve
drainage at the flume.

3 Main and Madrone Avenue Pipelines Restoration ($7 million) — improvements and
rehabilitation of the pipelines to allow for greater flows to the Main Avenue Ponds
and Madrone Channel and provide the means to utilize, another reliable water
source to supply water to these areas.

3 Stevens Creek- Vasona Raw Water Distribution ($31.9 million) — construct a

bidirectional raw water pipeline to connect the Stevens Creek Reservoir to the
Stevens Creek Pipeline.

3 Water Infrastructure Reliability Plan Phase 2 Additional Line Valves ($8.4 million) —
to allow the District to isolate sections of the treated water pipeline to prevent
water from bleeding out damaged sections following a major seismic event

Flood Control Infrastructure

The District manages approximately 800 miles of creeks in Santa Clara County. The 800
miles of creeks are located in five watersheds; Lower Peninsula, West Valley, Guadalupe,
Coyote, and Uvas /Llagas. The District administers an asset management program for its
flood protection infrastructure. The program includes a schedule for maintenance and
rehabilitation to ensure that each facility functions as intended over its useful life

Infrn.r7urtrire Needs

A key performance indicator for flood protection capital improvements is the number
of parcels protected from 1- percent flooding. A one - percent flood is a flood that has a one -
percent chance of occurring in any given year. It is also referred to as a 100 -year flood, but
it should not be interpreted to mean that a flood of this magnitude only occurs every 100
years.

By 2016, the district's current natural flood protection program, combined with all
other flood protection projects of previous years, will protect approximately 140,000
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parcels from flooding. Approximately 55,000 parcels will continue to be at risk from 1-
percent flooding. One- percent flooding will occur along Alamias, Bodfish, Center, Church,
Corralitos, Crews, Day, Edmondson, Foothill, Hayes, Jones, Lions, Little Arthur, Live Oak,
Maple, New, Pacheco, Panther, Rucker, San Martin, San Ysidro, Skillet, Tennant and West
Branch Llagas creeks. The main areas of concern after 2016 will be flooding from Alamias,
Jones, and West Branch Llagas creeks .41

Canitnl InInrovement Plans

In the current CIP, the District has budgeted $704.5 million, over the five -year period on
17 improvements to flood control infrastructure. Significant improvements of notes are:

3 Permanente Creek from S.F. Bay to Foothill Expressway (Clean Safe Creeks project)
54.1 million)

3 Sunnyvale East and West Channels (Clean Safe Creeks project) ($100.2 million)

3 Guadalupe River— Upper, Interstate 280 to Blossom Hilt Road ( Clean Safe Creeks
project) ($121 million)

y Berryessa Creek from Lower Penitencia Creek to Calaveras Boulevard ($51.7
million)

Coyote Creek Montague Expressway to Interstate 280 (Clean Safe Creeks project)
35.1 million)

3 Lower Silver Creek from Interstate 680 to Lake Cunningham ( Reaches 4 -6) ($66.7
million)

S Llagas Creek — Upper, Buena Vista Road to Wright Avenue (Clean Safe Creeks project)
33.9 million)

Watershed Stewardship Infrastructure

In 1999, the water district's Board of Directors adopted a mission and policies that
added a focus on environmental stewardship.

In 2001, the California legislature added environmental stewardship to SCVWD's
purpose. Specifically, the District's environmental stewardship activities focus on these
three areas: 1) healthy creek and bay ecosystems, 2) clean, safe water in creeks and the

al SCVWD Flood Protection and Stream Stewardship Master Plan, 2010, p. 10
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bay, and 3) improved quality of life through trails, open space and water resources
management. These outcomes were a key component of the Clean Safe Creeks and Natural
Flood Protection Plan that Santa Clara County voters approved in 2000.

While the District does not own facilities with regard to watershed stewardship, it is
charged with stewardship of the five watersheds in Santa Clara County; Lower Peninsula,
West Valley, Guadalupe, Coyote, and Uvas /Ljagas.

Projects that the District has completed since inception of the environmental
stewardship program 10 years ago include improving fish habitats, creating a freshwater
wetland, controlling invasive plant and animal species, removing mercury from Jacques
Gulch, responding to HAZMAT emergencies, removing trash and litter, installation of trails,
and education programs.

Infrastructure Needs

Water bodies in Santa Clara County that are significantly affected by pollutants and
classified as impaired include Alamitos Creek, Calero Reservoir, Coyote Creek, and
Guadalupe Creek, Reservoir, River. The priority level of the impaired water body is shown
in Figure 3 -26 as determined by the San Francisco Bay Regional Water Quality Control
Board. Primary pollutants that affect the County's water bodies are mercury and diazinon.

Figure 3 -26: Santa Clara County Impaired Water Bodies

1 ater bod
Alamitos Creek Mercury Medium

Calero Reservoir Mercury Medium

Coyote Creek Diazinon High
Guadalupe Creek Mercury Medium

Guadalupe Reservoir Mercury Medium

Guadalupe River Diazinon /Mercury High /Medium
Source: 2002 CWASection 303(dl List of Water Qulitp Limited Segments

Capital lm provem en t Plans

In the current CIP, the District has budgeted $83.1 million, over the five -year period on
12 improvements to flood control infrastructure. Significant improvements of notes are:

FAHCE Stevens Creek Fish Passage Enhancement ($12.9 million)

Stream Maintenance Program Mitigation, Laguna Seca Freshwater Wetland
17.6 million)

Stream Maintenance Program Mitigation, Stream and Watershed Land
Preservation ($8.6 million)
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Alviso Slough Restoration ($14.4 million)

Ogier Ponds Separation from Coyote Creek ($12.S million)

Additionally, the District is initiating an Ecological Monitoring and Assessment Program
EMAP), which is a data management system, that standardized monitoring protocols, and
provides aframework for watershed management decision- making. Originally, monitoring
of the water district's ecological assets was mandated by regulatory agencies on a project -
by- project basis, producing a piecemeal understanding of the condition of these assets.
When fully launched in 2012, EMAP will establish baseline conditions for each watershed, .
determine how to best maintain or improve those conditions through time, and develop
plans for doing so. The results will be systematic, informed decision- making and long range
planning regarding ecological assets thatprovides excellentvalue for reasonable cost

Shared Facilities

SCVWD practices extensive facility sharing and regional collaboration. It jointly
developed and shares infrastructure with the SFPUC through the emergency intertie in
Milpitas. As a State Water Project contractor, it collaborates with South Bay Aqueduct and
other SWP contractors to support the reliable operation and maintenance of imported
water facilities by the Department of Water Resources. As a Central Valley Project
contractor, itself -funds and provides operation and maintenance of the federal San Felipe
Division facilities that serve Santa Clara and San Benito Counties under an agreement with
the US Bureau of Reclamation. The District also collaborates with CVP contractors in the

San Luis and Delta - Mendota Water Authority and other areas to support the reliable
operation and maintenance of the CVP. To better manage its imported water supplies, the
District partnered with the Semitropic Water Storage District and other water contractors
to develop and share the Semitropic Groundwater Banking Program, which is expected to
provide long -term benefits for the County.

The District is a signatory to a number of Joint Powers Agreements to further its water
management interests. Its participation in the San Luis and Delta - Mendota Water
Authority, the State Water Project Contractors Authority, and the State and Federal
Contractors Water Agency helps ensure delivery of the District's imported water supplies.
Its participation in the San Francisquito Creek Joint Powers Authority and the Pajaro River
Flood Protection Authority helps support the District's watershed protection mission. In
the South County, the District has partnered with the South County Regional Wastewater
Authority and the Cities of Gilroy and Morgan Hill to implement the South County Water
Recycling Program, and serves as the recycled water wholesaler in South County. The
District is also providing leadership in the Perchlorate Working Group to help ensure that
perchlorate contamination issues are addressed.
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WATER QUALITY

Source Water

Overall groundwater quality in Santa Clara County is very good and water quality
objectives are achieved in most wells. Public water supply wells throughout the county
deliver high quality water to consumers, almost always without the need for treatment
The most significant exceptions are nitrate and perchlorate, which have impacted
groundwater quality predominantly in South County. In the future, new more stringent
drinking water quality standards could also affect the amount of groundwater pumped
fromthebasin.

According to DPH's Drinking Water Source Assessment, which evaluates the
vulnerability of water sources to contamination, the District's surface source waters are
susceptible to potential contamination from sea water intrusion and organic matter in the
Delta and from a variety of land use practices, such as agricultural and urban runoff,
recreational activities, livestock grazing, and residential and industrial development Local
sources are also vulnerable to potential contamination from commercial stables and
historic mining practices.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns.

According to the EPA Safe Drinking Water Information System, SCVWD has had no
health or monitoring violations within the last 10 years with regard to its treatment
systems.

At the District's three WTPs, SCVWD was not out of compliance with Primary Drinking
Water Regulations throughout 2010.

With the exception of the infrastructure deficiencies outlined under the Treatment
Facilities section of this chapter, DPH did not identify any management or health related
concerns. In fact, all three facilities were found to be conscientiously operated and well
managed.

Overall, SCVWD strives to exceed legal requirements and has been successful at
providing high quality treated water to its customers.
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SANTA CLARA VALLEY WATER DISTRICT

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

3 As of 2010, Santa Clara Valley Water District ( SCVWD) served an estimated
1,781,642 residents within its boundaries.

3 ABAG projects that the District's population will reach 2,369,584 in 2035 with an
average annual growth rate of 1.2 percent.

t The potential for future development and population growth varies across the
County. The highest growth rates are projected for Milpitas, San Jose, Santa Clara
and Gilroy. This has bearing on the water service provided by the SCVWD as growth

drives water demand and development patterns determine the type and capacity of
future system infrastructure needs.

3 There has been a decline in water usage in the last few years due to a successful
water conservation campaign, cool springs and the recent recession.

3 Population growth combined with anticipated significant job growth would notably
increase the demand for water throughout the County. SCVWD estimates that
overall, countywide water demand will increase by approximately 70,000 acre -feet
per year, or by 18 percent over the next 25 years.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

5 SCVWD appears to generally have sufficient water supply during normal supply
scenarios; however, there are projected deficits during a single and multiple dry
year event as early as 2015, which would require the District to capitalize on its
groundwater reserves and surface carryover supplies. A multiple dry-year event
would also require enhanced short -term conservation efforts.

3 SCVWD's ability to meet future water use demands will depend significantly on
groundwater storage and expanded supplemental water supplies such as transfers,
exchanges, in -lieu supplies from groundwater banking, and both recycled water and
potential desalination.

3 There is a significant reliance on groundwater ( all three subbasins) to cover any
projected shortfall in surface water supplies.
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3 The new SFPUC turnout will provide uninterruptible flow of the District's water
primary supply.

3 Federal and State contracts are shorted based on inter - annual availability
constraints, which are unpredictable. This is the primary limitation to SCVWD's
water supply.

3 The District's facilities and infrastructure appear to generally have the capacity to
serve existing and any short-term growth in demand; however, the Rinconadawater
treatment plant is approaching capacity during maximum day demand.

3 SCVWD's primary infrastructure needs include review and corrective measures to
the District's dams to enhance seismic stability, a means to ensure water quality
from the San Luis Reservoir during low levels, repairs to clearwells at the Penitencia
water treatment plant, enhanced flood protection along the Alamias, Jones, and
West Branch Llagas Creeks, and remediation of six impaired water bodies.

3 The District is in the process of constructing a new recycled water plant that will
provide an additional drought proof water supply source. The District is also
pursuing well fields that will tie directly to the treated water distribution system for
increased operational flexibility and system reliability.

3 SCVWD provides high quality water based on district compliance with drinking
water regulations, a lack of health and monitoring violations since 2000, and timely
thorough district response to California Department of Public Health infrastructure
concerns. Overall, SCVWD strives to exceed legal requirements and has been
successful at providing high quality treated water to its customers.

o District management methods appear to generally meet accepted best management
practices. The District prepares a budget before the beginning of the fiscal year,
conducts periodic financial audits, maintains relatively current transparent financial

records, regularly evaluates rates and fees, tracks employee and district workload,
and has an established process to address complaints. The District also models

several additional best management practices for other agencies, including
establishing long -term goals, steps to achieve those goals, and indicators by which
to determine successful completion, as well as regular evaluations of the District's
performance.

Financial Ability of A2encv to Provide Services

3 SCVWD's current level of financing appears sufficient to provide an adequate level of
service, despite declining revenues over the last three fiscal years. The District has
been forced to make cost reduction efforts, but has been able to assemble a balanced
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budget and maintain sufficient reserves to cover contingencies. Rates are evaluated
annually and increased as needed to cover operating and capital expenditures.

SCVWD maintains significantly more reserves for governmental purposes compared
to other large professionally run water agencies in the County.

The District has experienced a decline in revenues, due to 1) reduced income from
property taxes, 2) a decrease in investment earnings, and 3) successful water
conservation efforts, along with economic recession and cooler weather patterns,
that have resulted in reduced water sales. .

The District faces legal challenges regarding its service charges. The District
completed a Proposition 218 process during the most recent rate update per a court
ruling; however, the District is planning to appeal the court's decision.

The District appropriately plans for capital needs in a multi -year capital
improvement plan and regularly spends more on capital investments than they
consume due to regular wear and tear, indicating a more than sufficient level of
capital reinvestment to cover depreciation. In fact, SCVWD capital expenditures
greatly exceed depreciation for all District -owned assets, indicating substantial
investment in new infrastructure.

Status and Opportunities for Shared Facilities

SCVWD practices extensive facility sharing and regional collaboration through 1) its
involvement in the State Water and Central Valley Projects, 2) an intertie with
SFPUC, 3) the partnership with the Semitropic Groundwater Banking Program, and
4) as a member agency in several joint powers agreements and collaborative
planning groups.

The District is in the process of planning and constructing a recycled water facility
in collaboration with the City of San Jose.

No further facility sharing opportunities were identified.

Accountability for Community Services, including
Governmental Structure and Operational Efficiencies

4 Accountability is best ensured when contested elections are held for governingbody
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. SCVWD demonstrated

accountability with respect to all of these factors.
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Governance Structure Alternatives

Two governance structure options have been identified with relation to SCVWD: 1)
reorganization of the functions of either or both Loma Prieta RCD and Guadalupe - Coyote
RCD with SCVWD and 2) reorganization of the Pacheco Pass Water District with SCVWD.
Refer to these respective district chapters for a more in depth discussion of these options.

Reorganization of Conservation Services

Both Loma Prieta RCD and Guadalupe- Coyote RCD overlap with SCVWD, which
provides similar resource conservation services. As the RCDs and SCVWD are empowered
to provide the same general category of water conservation services, there is the potential
for duplication of services. The RCDs are empowered to provide both watershed
stewardship and land management services to control runoff, prevent and control soil
erosion, protect water quality, develop and distribute water, improve land capabilities, and
facilitate coordinated resource management efforts for watershed restoration and
enhancement. Similarly, SCVWD is empowered to provide comprehensive water
management for all beneficial uses and protection from flooding within Santa Clara
County. Given the possibility for duplication of services provided by the RCDs and
SCVWD, there is the potential to dissolve one or both of the RCDs and name SCVWD as the
successor agency to carry on the functions of the RCDs to the extent it is authorized in its
enabling act or to consolidate one or both of the RCDs into a single agency designated as
SCVWD with the same enabling act. Each of these options are discussed in more detail in
the LPRCD and GCRCD chapters.

Reorganization with Pacheco Pass Water District

Pacheco Pass Water District (PPWD) consists of territory in both Santa Clara and San
Benito Counties, and water districts completely overlap PPWD in each of these counties —
SCVWD in Santa Clara and SBCWD in San Benito. Both SCVWD and SBCWD are responsible
for groundwater management, including groundwater recharge, in their respective
counties, which duplicates the services offered by PPWD; however, neither district
provides groundwater recharge services within the PPWD boundaries. Additionally, PPWD
faces the challenge of minimal property tax revenues combined with significant capital
needs at the North Fork Dam. PPWD has indicated an interest in reorganizing with a larger
more established agency with greater financial resources that could fund the necessary
capital improvements and continue the groundwater recharge services currently provided.
Both SCVWD and SBCWD have indicated interest in some kind of collaborative solution to

this issue. The continued operation of the North Fork Dam and groundwater recharge into
the Pacheco Subbasin is in the interest of both agencies. Options for reorganization include

42 Public Resources Code §9001.

43 Santa Clara Valley Water District Act, §4.
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1) consolidation of PPWD's Santa Clara territory and operations into SCVWD and SCVWD
providing out of district service in San Benito County, 2) consolidation of PPWD's entire
territory into the San Benito County Water District ( SBCWD) with SBCWD continuing the
operations of PPWD, 3) consolidation of PPWD's territory in each of the counties
consolidated into their respective water district, or 4) retaining the current governance
structure with a collaborative solution between the three agencies for the continued
maintenance and operation of the PPWD dams. Each of these options are discussed in
more detail in the PPWD chapter.

Two governance structure options have been identified with relation to SCVWD: 1)
reorganization of the functions of either or bath Loma Prieta RCD and Guadalupe -
Coyote RCD with SCVWD and 2) reorganization of the Pacheco Pass Water District
with SCVWD.
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SPHERE OF INFLUENCE UPDATE

Existine Sphere of Influence Bounda

The Sphere of Influence ( SOI) for SCVWD is coterminous with its boundary and the
County's boundary. The S01 for the Santa Clara. Valley Water District was last reviewed in
2007 and no changes were made at thattime.

Recommended Sphere of Influence Bounda

It is recommended that the District's existing coterminous SOI be retained, as the
District's boundary is legally defined as the Santa Clara Countyboundary

Proposed Sphere of Influence Determinations

Present end manned lend user in the nren includinn enriculturel end onen- :snece lends

Given that the District is countywide, it encompasses all land use designations,
including all types of urban uses as well as large areas of hillside, open space, and
agricultural uses. Land uses within the District boundaries are under the jurisdiction of the
County and cities, and policies for Urban Service Areas and Urban Growth Boundaries
apply.

Prerentnnd nrohohle need for nuhlic fnrilities end .Services in the nren

There is a clear and present need for SCVWD's services as demonstrated by demand for
wholesale water, groundwater management, watershed protection and flood control
services. The District boundaries contain urbanized and rural areas that are dependent
upon comprehensive water resource management to ensure adequate water supplies,
water quality and flood protection. The District is the primary wholesale water supplier
for Santa Clara County and is responsible for groundwater management as well as flood
control. No other agencies were identified that could provide these services on a county-
wide basis.

Need and demand for SCVWD services varies depending on the land use type, water
supply source and water body needs. The northern portion of the County uses treated
surface water deliveries as well as groundwater while the southern portion is entirely
dependent on groundwater. Local surface water and imported surface water are recharged
in both areas through District groundwater management programs, supplementing the
natural groundwater supply.
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Demand for these services is anticipated to continue into the future. The potential for
future development and population growth varies across the County. Similar to the
estimates presented in the 2005 service review, the highest growth rates are projected for
Milpitas, San Jose, Santa Clara and Gilroy. This has bearing on the water service provided
by the SCVWD as growth drives water demand and development patterns determine the
type and capacity of future system infrastructure needs.

Present canacity of nuhlic facilities and adeauacv of nuhlic services that the a_aencv
nrovides or is authorized to nrovide

The District is authorized to provide comprehensive water management for all
beneficial uses and protection from flooding within Santa Clara County. The District sells
treated water and manages the groundwater subbasins supplying major public and private
water purveyors and private well owners; and also provides water directly to agricultural
users. In addition to its wholesale water operations and groundwater management, the
District is the lead agency in the county charged with providing watershed stewardship
programs and services.

With regard to wholesale capacity, SCVWD appears to generally have sufficient water
supply during normal supply scenarios; however, there are projected deficits during a
single and multiple dry year event as early as 2015, which would require the District to
capitalize on its groundwater reserves and surface carryover supplies. A multiple dry -year
event would also require enhanced short -term conservation efforts.

The District's facilities and infrastructure appear to generally have the capacity to serve
existing and any short -term growth in demand; however, the Rinconada water treatment
plant is approaching capacity during maximum day demand.

Capacity to provide watershed stewardship and flood control protection is challenging
to define; however, given the breadth and quality of services provided and professional
management practices, the District appears to have capacity to serve existing demand for
these services and the services provided seem to be adequate overall.

Existence ofanv social or economic communities of interest in the area if the Commission

determines that thev are relevant to the aaencv

The District's service boundary encompasses all of the communities within Santa Clara
County. There are no divided communities. The District receives revenue from property
taxes, a special parcel tax, benefit assessments, and water charges, among others.

The nature. location. extent. functions. and classes of services provided

SCVWD is a countywide district and its boundaries are the same as Santa Clara County
boundaries. The District owns and manages 10 local surface reservoirs and associated

SANTA CLARA VALLEY WATER DISTRICT 125



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

creeks and recharge facilities, manages the County's groundwater basins and 3 water
treatment plants, imports water from the Central Valley Project and the State Water
Project, and delivers recycled water to parts of the County. The District is also responsible
for flood protection within the County. Its stewardship responsibilities include creek
restoration and wildlife habitat projects, pollution prevention efforts and a commitment to
natural flood protection.

The District is authorized to provide comprehensive water management for all
beneficial uses and protection from flooding within Santa Clara County. This includes, but is
not limited to, conjunctive management of surface and groundwater resources; imported
water acquisitions; coordination with local, state, and federal water interests; water
treatment and delivery; new water resources development; groundwater basin protection;
and flood protection.
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4. ALDERCROFT HEIGHTS COUNTY

WATER DISTRICT

AGENCY OVERVIEW

The Aldercroft Heights County Water District (AHCWD) was formed in 19SB as an
independent special district. It provides retail water services to residents of a rural
unincorporated area within the Santa Cruz Mountains. A water service review for the
District was last conducted in 2005.

The principal act that governs the District is the County Water District Law. ° The
principal act empowers the District to "store water for the benefit of the district, conserve
water for future use, and appropriate, acquire, and conserve water and water rights for any
useful purpose. "' Districts must apply and obtain LAFCO approval to exercise latent
powers or, in other words, those services authorized by the principal act but not provided
by the district at the end of 2000.

and Extent of Services

Services Provided

AHCWD provides retail water services to its residents. The District's service area is
entirely residential, although some property owners have micro - vineyards and other large
landscape areas on their properties. The District does not have a water conservation
program, as customers reportedly minimize water use, due to the relatively high water
rates.

The District relies on local surface water for its supply. It pumps water directly from
Los Gatos Creek under an agreement to purchase water from the San Jose Water Company
SJWC), which holds pre -1914 water rights to the creek.

0 California Water Code §30000 -33901

as California Water Code §31021

tl6 Government Code §S682410
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Service Area

The District serves the entirety of the area within its bounds with the exception of five
lots with private wells and two undeveloped lots.

The District reports that it is serving one connection outside of its bounds located at
20900 Panorama Heights Road. Following the Loma Prieta earthquake, the District needed
additional land to replace a storage tank that had been destroyed. The District reported
thatthe owner of this property at the time traded the District land for the tank in exchange
for a residential connection to the District's system. The connection was added sometime
in 1991, prior to 1994, when State law first required LAFCQ approval to extend services
outside of bounds. The property was later sold and the lot lines adjusted. The property
receiving water, as redrawn, is adjacent to but just outside the District's boundaries. Water
service to the property continued with the agreement that the property owner would
annex into the District at some point. The property has not yet been annexed into the
District. The District is not presently receiving property tax revenue from this parcel.

Servirer ro Orher Aapncies

The District does not provide services to other agencies by contract

Can trarrr for Wo ter Servirer

The District does not receive any water services from other agencies via contract;
however, three contract employees manage the operation and administration ofAHCWD.

Collaboration

AHCWD participates in the Santa Clara County Fire Safe Council. The District's role is to

assist with the chipping program.

Boundaries

The District's boundary is entirely within Santa Clara County. The present bounds
encompass approximately 2.5 square miles on the western edge of Santa Clara County in
the vicinity of the Lexington Reservoir. This area is within the Guadalupe Watershed Area
as defined by SCVWD.

Sphere of Influence

The District's SO1 is coterminous with its boundaries and was last updated in 2007.
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AHCWD is governed by a five - member Board of Directors. The board members serve
four- or two -year terms. There are currently five board members, all of which were elected.
The board members do not receive any compensation. There have been no contested
elections in recent years. Current board member names, positions, and term expiration
dates are shown in Figure 4 -2.

The Board meets on the first Thursday of every month at Lexington School at 6:30 in
the evening. Agendas are posted on the bulletin board at the storage tank and on a
telephone pole within the District's boundaries. Minutes are available upon request and are
emailed to a distribution list.

Figure 4 -2: AHCWD Governing Body

District Contact Ln

Contact:

Address:

Telephone:

Board of Directors
MemberName

Deirdre Daur

Victoria Pearce

Melissa Zender

Celia Francis

Tracv Avent

Position

President

Director

Director

Director

Director

Term Expiration
December -11

December -11

December -11

December -13

December -13

Manner of Selection

Elected

Elected

Elected

Elected

Elected

Date: First Thursday of every month at 6:30pm.

Location: Lexinton School at 19700 Old Santa Cruz, Los Gatos, CA 95033

Agenda Distribution: Posted on bulletin board at the tank and on telephone pole.

Minutes Distribution: Available upon request and emailed to the distribution list

Length of Term
4 years

4 years

4 years

4 years

4 years

In addition to the legally required agendas and minutes, the District periodically
provides information to its constituents in monthly bills. Through its participation in the
Fire Safe Council, AHCWD promotes the chipping program by placing promotional signs
around the community. When changing connections and pipes in certain sections, the
District informs all constituents who are directly impacted by these activities. The District
does not maintain a website where information is made available to the public.

If a customer is dissatisfied with the District's services, that customer may write a letter
to the Board of Directors, raise the issue at a board meeting, call the office, or email the
business manager. The business manager is responsible for addressing complaints; they

ACCOUNTABILITY AND GOVERNANCE

ormation

Kim Gardner, Business Manager

20895 Panorama Drive, Los Gatos, CA 95033
408 -353 -4395
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are also discussed at board meetings. The District reported that there were no complaints
filed in calendar year 2010.

AHCWD demonstrated accountability and transparency in its disclosure of information
and cooperation with Santa Clara LAFCO. The District responded to the questionnaires and
cooperated with the document requests.

MANAGEMENT AND STAFFING

Daily operations of the District are managed by the business manager. In addition, there
are two other employees —a water operator and legal counsel. All three employees are
contractors. The District has a total of one full -time equivalent (FTE) staff, of which half of
an FTE is dedicated to water treatment and distribution services.

The District does not perform formal evaluations of its employees. Contractors are
usually informed during the budget process that they may submit any requests for changes
in their contracts at that time. The agency tracks the employees' workload through work
logs. The water operator keeps an activity log; and the business manager keeps mail and
phone logs. The District reported that keeping these logs and monitoring staff activities
help the District address issues promptly when they arise.

The District's operations and productivity are evaluated informally during the annual
budget review process and following the annual audit. Any necessary changes are made
and financial audit recommendations are implemented at that time.

To improve the District's operational efficiency, a water main replacement program
was implemented. Prior to this program, AHCWD had a water loss rate of 30 to 40 percent,
which is significantly higher than industry standards. The District replaced mains over a
year and a half period, installed additional meters and replaced about 80 percent of the
existing ones. The water main replacement program resulted in a decrease of water loss to
about 10 to 20 percent.

The District's financial planning efforts include an annually adopted budget. Financial
statements are typically audited on an annual basis; however, recently the audits have been
bi- annual, as the District is in the process of transitioning to another auditor. The District
does not adopt other planning documents, such as a capital improvement or master plan.

County water districts are required to complete annual audits per the district enabling
act°' Additionally, all special districts are required to submit annual audits to the County
within 12 months of the completion of the fiscal year, unless the Board of Supervisors has

California Water Code §30540.
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approved a biennial or five -year schedule. In the case of AHCWD, the District must submit
audits annually. The District has failed to submit its audit to the County for FY 09 -10
within the required 12 month period.

POPULATION AND PROJECTED GROWTH

The District has a system that serves 117 connections. Based on an average household
size throughout the County of 2.98 people, the estimated population of AHCWD is 349.

The District reported that it had observed little change in the level of service demand in
the last few years. In fact, due to mild weather, demand has slightly decreased in recent
years.

The population within the service area is stable and the District anticipates little or no
growth in population and similarly in service demand within the District's bounds in the
next few years; however, no formal population projections have been made by the District.
Additionally, SJWC, on which the District is dependent for its water supply, does not
request projections from AHCWD. The District reported that it does not anticipate any
constraints in water supply to serve existing and near -term demand, as the only limit to the
water available to the District is the capacity constraints of the system itself.

There are currently only two undeveloped lots left within the District's boundary.
Another previously vacant lot has recently been developed with a private well. The
topography of the District is almost entirely hillsides; and the steepness naturally limits the
number of parcels that are developable.

Geographically, the only potential to expand the District's services outside of its
boundary is to start serving the Lupin Naturalist Club. It is located in the District's vicinity,
but is not adjacent to the District's bounds. Currently the Club, that was originally formed
as a campground, but now has some full -time residents; provides its own water. However,
the District reports that it is not looking to expand at the moment.

Government Code §26909.

49 U.S. Census Bureau, American Community Survey, 2009,
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FINANCING

Financial Adeauac

The District reported that the current financing level is generally sufficient to provide
an adequate level of service. Rates are evaluated annually and increased as needed by the
Board. The District reported an increase in late payments and 10 -day turn off notices, as a
result of the recession; however, revenue has remained relatively stable. Also as a result of
the recent recession, a private company was renting property from the District, but has
returned it, resulting in a slight decrease in revenue sources. Although the District has
experienced relatively little impact from the recession, the District has made efforts to
minimize costs and maximize efficiency by lowering energy costs, through time -of -use
meters and maximizing use of the water system during non-peak hours, and switching to a
risk pool to reduce insurance costs.

Revenue Sources

The District maintains three accounts to track revenues and expenditures. Two of the
accounts are for operating expenses and the third account is a capital reserve savings
account.

In FY 09 -10, the District received a total of $179,274 in revenue. The AHCWD's primary
source of revenue is water sales ($170;220 in FY 09 -10); it also receives a small portion of
revenue from interest on investments. ($190 in FY 09 -10). Additionally, the District
receives a small portion of its revenue from property tax. The District generally elects to
leave this revenue with the County until the balance is high enough to warrant transferring
it into a money market fund. In FY 09 -10, the District received $8,865 in revenue from
p roperry taxes Qess the eight percent that was borrowed by the State).

The District charges rates For water services provided. Rates were last updated in 2007
and are evaluated annually. Rates are structured to cover all anticipated operating and
capital costs. Currently, the District charges $100 per month for the first 400 cubic feet of
water. Seniors are charged $80 per month for the first 400 cubic feet of water. For every
100 cubic feet in excess of the first 400 cubic feet customers are charged $14 per 100 cubic
feet

enditures

In FY 09 -10, the District spent a total of $135,882. Primary expenses in FY 09 -10 were
contract payments to the operator (21 percent), billing (19 percent), debt repayment (17
percent), purchased water (13 percent), and capital expenditures (eight percent).
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The District purchases water from the San Jose Water Company. AHCWD is currently
paying a rate of $2.3933 per 100 cubic feet (CCF) plus a $180.52 monthly meter charge.

Figure 4 -3: Expenditures and Revenues (FYs 07 -10)

District expenditures
and revenues over the last

four fiscal years are shown
in Figure 4 -3. Revenues

peaked in FY 07 -08, and
have slightly declined since
then. With the exception of
FY 06 -07, revenues have
exceeded district

expenditures.

CQDItal Outlays
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The District does not ■ 
Revenues ■ Expenditures

plan for capital improvement needs through a formal multi -year capital improvement plan,
but plans annually during the budget process. The District uses a "pay as you go" approach,
financing the majority of infrastructure projects out of reserves. The District has also taken
out a loan to finance previous capital improvement projects.

Figure 4 -4: Capital Outlays and Depreciation ( FYs 07 -10)

The District does not estimate

annual depreciation. Once an

audited financial statement is

completed by the District, a
comparison of the District's
capital expenditures to the

depreciation on the District's
assets can be evaluated. In lieu of

depreciation, only the District's
capital expenditures over the last
four fiscal years are shown in
Figure 4 -4. The District appears
to invest in its water system as
needs and funding are identified.
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Lane -term Debt

The District currently has long -term debt in the form of a loan that was used to finance
a new tank. The District's annual payments are $28,571. The loan is anticipated to be paid
off by 2021.

Reserves

The District maintains three separate reserve accounts —one for capital needs and two
as emergency and operating reserves. AHCWD has an informal practice of putting aside
10 per account per month for capital improvement purposes. At the end of FY 09 -10, the
District had a balance of $114,657 in its capital improvement reserve account. Operating
and emergency reserves totaled $66,727, at the end of FY 09 -10, which equates to
approximately six months of operating expenditures.

WATER SUPPLY

AHCWD relies on local surface water supplies obtained from Los Gatos Creek through
an agreement with the San Jose Water Company, who holds the pre -1914 water rights to
this supply. The District's purchased water supplies are shown in Figure 4 -5. Raw water
supplies purchased from San Jose Water Company are not fixed in agreement but the
purchased quantities have been consistent from year to year. The maximum water supply
available to AHCWD in any given year is determined by the maximum flow of the two meter
connections at the creek, which have a combined capacity of 320 gallons per minute (gpm)
or 460,800 gallons per day(gpd) 50

Figure 4- 5 AHCWD Water Su lies

Supply Source Total Water Supplies

Surface Water from Los Gatos 516

Creek

The District also has two springs ( County Road Spring and Road 2A Spring) that act as
standby water sources. The springs are considered groundwater under the influence of
surface water. There has never been analysis to determine the firm yield of the springs;
however, the District reported that as the flow from the springs is minimal, and they are
most likely not practicably useable as a regular water source. The Board has chosen to
maintain the springs as a backup water supply for emergency situations.

Correspondence with Tom Victorine, SJWC Director of 0perauons, August 1, 2011.
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Emergency Preparedness

Weter Sunnly Hozerds

The District experienced substantial infrastructure issues following the 1989 Loma
Prieta earthquake. The District is making efforts to ensure that the water system is
seismically sound, by replacing water storage tanks as necessary.

Emeraencv Water Supply

Emergency backup supply is provided by above - ground water storage tanks. The
District's current storage capacity is equal to more than 14 days of maximum day demand,
which is considered morethan adequate.

Interties end Rock -un Sunnly

The District does not have an intertie with other water systems. The District does have
two springs which are on standby and could be used as a back -up water supply; although
there is presently no connection to the springs and the Flow from the springs is minimal.

WATER DEMAND

The District's current and projected annual water demands to buildout are not expected
to change. The District purchases quantities that meet their annual demands. Seasonal
variability, however, is high with average day demand of 14,000 gpd throughout the year
and max day demand of 25,000 gpd in the summer. With 117 residential connections
serving approximately 349 residents as of 2011, the water demands of the District are
modest and are not expected to increase in the future.

WATER INFRASTRUCTURE AND FACILITIES

The District owns and operates one treatment facility, five storage tanks, and 3.6 miles
of distribution system. Water is pumped from the Los Gatos Creek up to the treatment
facility, and then stored at one of the five storage tanks. The system is primarily gravity
fed. Pump stations are located on the Los Gatos Creek and Aldercroft Heights Road to pump
raw water into two storage tanks and the treated water into three storage tanks.

Since 2005, the District has completed significant infrastructure improvements to the
system, including replacement of the largest storage tank, installation of additional pipeline
to complete a "fire ring" and refurbishment of the water treatment facility.
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Water Treatment Facilities

The treatment facility was built in 1992 and is located on Panorama Heights Drive in
Los Gatos. The treatment plant consists of a clarifier and a sand and anthrocyte charcoal
filter. During DPH's most recent inspection of the system in 2008, the inside walls of the
treatment system were found to be extremely rusted and the inside and outside of the
neighboring tank was corroded. The District subsequently completed a refurbishment of
the facility in 2009, which included replacing the control boards of the computer system,
replacing the media material for the clarifier and filter, and recoating the storage tank
adjacent to the facility. The treatment facility was identified by the District as being in
excellent condition.

The treatment facility has a permitted capacity of 50,000 gpd. Based on the District's
average daily demand of 14,000 gpd, approximately 28 percent of the facility's capacity is
in use. During periods of maximum day demand (25,000 gpd), the District uses SO percent
of the facility's capacity.

Water Storaee Facilities

The District has five storage tanks with a combined capacity of 362,000 gallons, The
Pollard tank was constructed in 2006 and has a capacity of 212,000 gallons. The tank is
considered to be in excellent condition. The 100,000 - gallon Rothchild tank was
constructed in the late 1990s and is reportedly in good condition. The Y tank is
approximately 60 years old, but was refurbished in 2005. It is a 30,000 - gallon in- ground
tank with a liner and a roof, and is reportedly in good condition. There are two 10,000 -
gallon County Road tanks, which were both acquired in 1992 and are considered to be in
good condition. The County Road tanks store raw water, while the other tanks store
treated water.

Conveyance and Distribution Facilities

The total distribution system is composed of 3.6 miles of PVC. pipelines. There are two
pump stations and three pressure zones. All connections are metered.

Approximately, B5 percent of the pipelines were replaced following the 1989
earthquake. The District has also undertaken capital improvement projects in the past few
years to improve system pressure and reliability for fire flow. The District's engineer
recommended completing a "fire ring', so that all pipes in the system could be connected
together to provide sufficient pressure for fire flow, The District completed the fire ring as
recommended by the engineer in 2007 by installing additional pipeline. The system is now
considered to be in good condition. As the system is relatively new, the District has not
implemented a routine replacement schedule.
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The distribution systems integrity is indicated by the District's rate of distribution loss
and number of breaks and leaks in 2010. The District estimates that there is between 10

and 20 percent unaccounted for distribution loss from the point of treatment to the
delivery point to each of the connections. There were no main breaks or leaks in 2010.

Infrastructure Ne

The District reported that it had made significant improvements to the water system
over the last five years, and therefore, there are no further infrastructure needs or

deficiencies that need to be addressed in the short -term. The District does anticipate that
the Rothchild tank will eventually need to be replaced as it is aging and may be more
susceptible to earthquakes than the other tanks. The tank is still operational, and
replacement is not presently a priority.

Additionally, the most recent DPH inspection from 2008 found that the intake pump
casings were in poor condition, and that the Y Tankhypalon liners were detaching from the
tank walls. The casings are rusted and chipped, exposing the raw water supply to possible
sanitary hazards. The screens on the pump house are missing or torn. There was also
evidence of animal visits within the pump house and next to the casings. DPH stated that
the screens must be replaced immediately to prevent sanitary hazards from reaching the
raw water supply.

The location and long -term viability of the Y tank is a concern to DPH. The Y tank is
partially buried and located within a depression along -side the road. During a heavy storm
event sanitary hazards from the nearby road can potentially flow down toward the tank
and pond around the tank sides. The only protective barrier between the contaminant and
the finished water supply is the concrete wall and hypalon liners. The hypalon liners are
detaching from the tank walls, and may fall off completely. DPH ordered that immediate
action be taken to secure the liners to the tank walls to prevent contaminants from
reaching the water supply. AHCWD was also required to apply weather stripping or other
protective barriers to the tank hatches to prevent the entrance of insects, bugs and debris.
AHCWD reportedly completed theseprojects.

ital Improvement Plans

The District is in the midst of completing 200 feet of pipeline, which is to be completed
by the fall of 2011. This project is anticipated to cost approximately $16,000 upon
completion.

The District reported that there were no planned but unfunded capital improvement
projects in the near future. AHCWD has sufficient storage and fire Flow, and the plant was
recently refurbished.
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Shared Facilities

The AHCWD is geographically isolated from other water agencies and opportunities to
share facilities arelimited.

The District previously leased property to Matrix Cable Vision, but the property was
returned to the District The District makes use of the elementary school for its board
meetings and SJWC facilities control the flow of the creek

The District does not see further opportunities for facility sharing. However, in order to
minimize costs, the District's general approach has been to rent equipment when
necessary, as it is rarely needed.

WATER QUALITY

Source Water

The Los Gatos Creek is considered to be a relatively pristine raw water source that still
requires treatment The creek is reportedly not subject to industrial pollution orparticular
contaminants.

According to DPH's Drinking Water Source Assessment, which evaluates the
vulnerability of water sources to contamination, the District's surface source waters are
susceptible to potential contamination from septic tanks and transportation corridors.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report, the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies. identified by DPH as prioritized
health concerns.

According to the EPA Safe Drinking Water Information System, AHCWD has had no
health or monitoring violations within the last 10 years with regard to its water treatment
system.

AHCWD was not out of compliance with Primary Drinking Water Regulations
throughout 2010.

Overall, in 2008, DPH found that the system was generally in good condition and
operated by conscientious staff. In addition to the infrastructure deficiencies outlined
under the Infrastructure section of this chapter, DPH identified several operational
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concerns regarding the District's system and operating plans. The District reported that it
had completed or initiated these changes required by DPH. DPH made the following
requirements:

As the District's annual test for TTHM and HAAS was overdue, the District was

required to collect and analyze a TTHM and HAAS sample by September 30, 2008.

AHCWD must measure the flow rates through the raw and finished water
turbidimeters, at a minimum of once per quarter and report the flow rates to the
Department.

AHCWD must document all turbidity validation test dates and results within a log

AHCWD must immediately work with the manufacturer on determining the
appropriate backwash flow rate and duration that will ensure optimal removal of
particles from the filter media but at the same time not agitate the media bed so
much that the media itself will be removed along with the backwash water.

AHCWD needs to incorporate into its Operations Plan, a filter surveillance program.

The District must initiate a cross connection control program.

AHCWD must develop and submit to the Department a water main flushing and
valve maintenance plan.

AHCWD must accurately record all activities related to the operation of the Trimite
WTP and AHCWD distribution system. The records should provide the operators as
well as others a running account of operations.
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ALDERCROFT HEIGHTS COUNTY WATER DISTRICT

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

The estimated population of AHCWD is 349.

3 No or minimal future growth is anticipated within the District as there are only two
vacant developable lots left within the District's boundary. The topography of the
District is almost entirely hillsides; and the steepness naturally limits the number of
parcels that are developable. Additionally, there is little potential for growth
through expansion of the District

3 Similar to other providers, the District has experienced a slight decrease in water
use due to mild weather.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, including Infrastructure Needs
and Deficiencies

The District appears to have more than adequate water supply to serve existing and
near -term demand, as the limit to the water available to the District is the capacity
constraints of the system infrastructure itself.

3 The District has sufficient system capacity. On average, approximately 28 percent of
the District's treatment capacity is in use and 50 percent during maximum day
demand.

3 The District has significant water storage to weather a short -term water outage, but
no feasible back up water supply or intelties with other purveyors for extended
water interruption.

3 The primary infrastructure need related to the AHCWD is the replacement of a
storage tank to enhance seismic safety. As this tank is still functional, the District
identified this as a long term replacement goal.

3 California Department of Public Health identified several infrastructure deficiencies
and operational issues during its most recent inspection. The District has addressed
these concerns.

S AHCWD provides high quality water based on district compliance with drinking
water regulations, a lack of health and monitoring violations since 2000, and timely

ALDERCROFT HEIGHTS COUNTY WATER DISTRICT 141



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

thorough district response to California Department of Public Health infrastructure
and operational concerns.

District management methods appear to generally meet accepted best management
practices, although there are areas where improvements could be made. The District
prepares a budget before the beginning of the fiscal year, regularly evaluates rates
and fees, tracks employee and district workload, and has an established process to
address complaints. District audits have been sporadic. The District could improve
upon completing regular audits in a timely fashion. District financial records are not
comprehensive. The District could enhance transparency, by ensuring that all
revenue sources are shown on statements.

The District has failed to submit its annual audit to the County for FY 09 -10 within
the required 12 month period. AHCWD could improve upon transparency and
accountability by submitting annual audits within the legally required time frame.

Financial Ability of Agency to Provide Services

b AHCWD has experienced a slight decline in revenues over the last few years as a
result of late payments and loss of property rental income; however, current
financing levels are generally considered adequate to provide services. Rates are
evaluated annually and increased as needed to cover operating and capital
expenditures. The District maintains sufficient reserves to cover contingencies.

The District appears to invest in its water system as needs and funding are
identified. The District does not produce or adopt a capital improvement plan, .
which may be used to identify timing and funding for the projects. It is
recommended that all water agencies have a multi -year capital improvement
program.

b Although the Districthas experienced relatively l ittle impact from the recession, the
District has made efforts to minimize costs and maximize efficiency by lowering
energy costs, through time -of -use meters and maximizing use of the water system
during non- peakhours, and switchingto a riskpool to reduce insurance costs.

Status and Opportunities for Shared Facilities

The Aldercroft Heights County Water District is geographically isolated from other
water agencies and opportunities to share facilities are limited. Present facility
sharing practices consist of using the elementary school for board meetings and
SJWC facilities that deliver water to the District.

The District does not see further opportunities for facility sharing.
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Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

Accountability is best ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. AHCWD appears to generally be
accountable to the public based on these indicators; however there have been no
recent contested elections indicating a lack of constituent interest in district
activities.

It is recommended that AHCWD, as a public agency, maintain a website where
information can be made available to the public.

A governance structure option is for AHCWD to annex the parcel that it is presently
serving outside of its boundaries, which would promote logical boundaries.
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ALDERCROFT HEIGHTS COUNTY WATER DISTRICT

SPHERE OF INFLUENCE UPDATE

Existing Sphere of Influence Bounda

The District's SOI is coterminous with its boundaries. The SOI was last updated in 2007.

Recommended Sphere of Influence Boundary

AHCWD is presently providing services to a single residential connection outside of its
boundaries located at 20900 Panorama Heights Road (APN 558 -.22 -019). The connection
was added in 1991 under the agreementthat the property would eventually annex into the
District. The District is not presently receiving property tax revenue from this parcel.

It is recommended that the District's Sphere of Influence be expanded to include this
single parcel. This Sphere of Influence would promote logical boundaries. There are no

other areas where the District plans or intends to provide services outside of its bounds.

Proposed Sphere of Influence Determinations

Present and nlanned land user in the area. includino naricultural and oven -mace Iandr

The District's service area is entirely residential, located in a rural, unincorporated area
within the Santa Cruz Mountains. No land use changes are anticipated.

There are currently only two undeveloped lots left within the District's boundary.
Another previously vacant lot has recently been developed with a private well. The
topography of the District is almost entirely hillsides; and the steepness naturally limits the
number of parcels that are developable.

Present and nmhnhle. need for nuhlic facilities and cervices in the area

There is a clear and present need for AHCWD domestic water services within the
existing service area, as shown by demand for water services. The District serves a
developed area, and water services are needed to serve the existing 117 residential
connections. The District serves the entirety of the area within its bounds with the
exception of five lots with private wells and two undeveloped. lots. The present need for
water service in the community is currently being met solely by the District.

There is a probable need for continued AHCWD domestic water services within the
existing bounds at a level similar to existing demand. No or minimal population growth is
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anticipated within the Districts bounds over the long -term, as the community is largely
built out. There is little potential for growth through expansion of the District as well, as
topography limits developable lots.

Present canacity of nuhlic facilities and adeauacv of nuhlic services that the aaencv

nrovides or is authorized to nrovide

The District appears to have more than adequate water supply from San Jose Water
Company to serve existing and near -term demand, as the limit to the water available to the
District is the capacity constraints of the system infrastructure itself. The District has
sufficient system capacity, as only 50 percent of the treatment capacity is in use during
maximum day demand. The District has sufficient water storage to supply 14 days of water
during maximum usage periods, which is considered more than adequate.

Water facilities and services appear to be adequate based on State inspection reports,
recent regulatory compliance, and management methods. The primary infrastructure need
related to the AHCWD water system is the replacement of the Rothchild Tank to enhance
seismic safety and emergency preparedness. It is recommended that the District initiate
formal capital planning and enhance transparency by making available comprehensive
financial information and regular timely audits.

Existence ofanv social or economic communities ofinterest in the area if the Commission

determines that thev are relevant to the aoenev

The residents and landowners within the Aldercroft Heights community have an
economic interest in the services provided by the District as the District is funded through
a portion of the one - percent property tax and water rates. The SOl update will not affect the
existence of any social or economic communities of interest in the area that are relevant to
the District.

The nature. location. extent. functions. and classes of services nrovided

The present AHCWD bounds encompass approximately 2.5 square miles on the western
edge of Santa Clara County in the vicinity of the Lexington Reservoir. AHCWD provides
retail water services to its residents. The District's service area is entirely residential,
although some property owners have micro - vineyards and other large landscape areas on
their properties. The District does not have a water conservation program, as customers
reportedly minimize water use, due to the relatively high water rates.

ALDERCROFT HEIGHTS COUNTY WATER DISTRICT 145



LAFCO OF SANTA CLARA. COUNTY
2011 COUNTYWIDE WATER SERVICE REVIEW

5. PURISSIMA HILLS WATER

DISTRICT

AGENCY OVERVIEW

The Purissima Hills Water District ( PHWD) was formed in 1955 as an independent
special district It provides water services in the northern portion of Santa Clara County.
The District was originally formed as Purissima Hills County Water District, but formally
dropped the word "County" from its name in 198 L" A water service review for the District
was last conducted in 2005.

The principal act that governs the District is the County Water District Law." The
principal act empowers the District to "store water for the benefit of the district, conserve
water for future use, and appropriate, acquire, and conserve water and water rights for any
useful purpose. "" Districts must apply and obtain LAFCO approval to exercise latent
powers or, in other words, those services authorized by the principal act but not provided
by the district at the end of 20002

and Extent of Services

Services Provided

PHWD provides domestic water services to its residents in the form of distribution to
its customers. The District does not provide treatment as all water is pre - treated by the
San Francisco Public Utilities Commission ( SFPUC) and delivered through SFPUC's Hetch
Hetchy Water System. The District relies solely on SFPUC's surface water. The District has
a water conservation program in conjunction with SCVWD, which is coordinated by a part-
time employee. Recycled water is not available within the District's bounds.

s PHWD Resolution 1981 -6.

California Water Code §30000- 33901.

California Water Code §31021.

50 Government Code §56824.10.
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Service Area

The District's service area is primarily low - density residential, characterized by estate
homes on minimum one -acre lots. There are also some institutional uses, including
Foothill College. The District's infrastructure is extended to all developed lots within its
bounds. There are approximately three parcels that are operating off of private wells,
where the landowners have chosen not to connect to the system; however, the District
reported that these properties could easily connect to the system if they desired. Thereare
also approximately 300 private wells scattered throughout the District that are used to
supplement each property's water supply.

In the 2005 water service review, it was identified that the District served two parcels
outside of its bounds. These parcels have been annexed. Three additional extraterritorial
parcels were identified during the 2007 SOI update; however, it has been determined that
these parcels are in PHWD's bounds. PHWD does not provide services outside of bounds.

Servirec ro other Aoencies

The District does not provide services to other agencies under contract.

Con troctr for Woter Services

The District receives treated water through an agreement with SFPUC. All district
operations are provided directly by district staff,

Collaboration

PHWD is a member of the Bay Area Water Supply & Conservation Agency (BAWSCA), .
utilizing the functions of thatagencyto representthe District's interests with SFPUC.

Boundaries

The District's boundary is entirely within Santa Clara County. The present bounds
encompass approximately 13.4 square miles. The District's bounds encompass about two-
thirds ofthetown of Los Altos Hills and an unincorporated area to the south. The California
Water Service Company (Cal Water) serves the remaining eastern and southeastern
portions of Los Altos Hills. The District abuts the City of Palo Alto to the north and west
and the Cal Water service area to the east The area to the south is designated as hillside
and otherpublic open lands per the County Land Use Plan (2005) and is undeveloped.

Sphere of Influence

The District's S0I is coterminous with its boundaries. The S01 was last updated in 2007.
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ACCOUNTABILITY AND GOVERNANCE

Purissima Hills County Water District is governed by a five - member Board of Directors,
elected at large to serve staggered four -year terms. There are currently five board
members, all of whom were elected. Each board member is compensated $100 per meeting
attended. Current board member names, positions, and term expiration dates are shown in
Figure 5 -2. The District conducts Brown Act training immediately after new members get
elected to the Board of Directors.

Board meetings are held at the district office at 6:30 in the evening on the second
Wednesday of every month. Agendas are posted at the office on Fridays before meetings
and on the district website. Upon request, the District provides written agenda materials in
appropriate alternative formats, or disability - related modification or accommodation,
including auxiliary aids or services, to enable individuals with disabilities to participate in
public meetings. Minutes are available on the District's website or by request.

Address:

Telephone:

Fax:

Email /website:

Board of Directors
MemberName

Robert N. Anderson

Brian Holtz

Stephen A Jordan
Ernest Solomon

Gary Kremen

Meetings
Date:

Location:

Agenda Distribution:
Minutes Distribution:

26375 Fremont Road, Los Altos Hills, CA
650- 948 -1217

650- 948 -0961

httn:// www .nuri.csimawater.ore /hnme.html nwalter(anuriscimawater.nrg

Position Term Expiration Manner of Selection LengthofTerm

President December2014 Elected 4years

Vice- President December2012 Elected 4years
Director December 2012 Appointed 4years
Director December2012 Elected 4years
Director December 2014 Elected 4years

Second Wednesday of every month at 6:30pm.
District Office at 26375 Fremond Road, Los Altos Hills CA

Posted at the office and on the website.

Available on the website.

In addition to the legally required agendas and minutes, the District attempts to reach
its constituents through its website and newsletters. The District's newsletter is typically
published monthly. The District also maintains a thorough website where documents and
information are made available to the public.
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If a customer is dissatisfied with the District's services, that customer may write a letter
or call the District office. The district secretary is responsible for handling operational and
general complaints, and the billing manager handles complaints regarding accounts. The
District reported that there were 48 complaints in CY 2010. Two were regarding odor or
taste, 13 about leaks, 16 about pressure and 17 regarding turbidity.

Purissima Hills County Water District demonstrated accountability and transparency in
its disclosure of information and cooperation with Santa Clara LAFCO. The District
responded to the questionnaires and cooperated with the document requests.

MANAGEMENT AND STAFFING

The District has 10 staff members. A general manager oversees district operations
performed by two office staff, a part -time conservation coordinator, and a five - person field
crew. In addition, there is an intern who works on GIS. There are a total of nine FTEs, five

of whom are directly employed in water distribution services. In addition, the District
contracts with Pakpour Consulting Group for engineering services. The contractor is
accountable to the general manager.

District staff are evaluated annually. The foreman is evaluated by the general manger.
All other staff are evaluated by the foreman. The general manager reports the Board of
Directors at monthly meetings.

Currently, the District uses timesheets to track its employees' workload, but reported
that it does not find it informative or useful in evaluating efficiency or demand.
Consequently, the District is in the process of setting up a more sophisticated system to
better track projects and workload efficiencies. Elements Software will be implemented to
manage inventory, work orders, workload and assets, etc. The system set up is scheduled to
be completed by the end of summer 2011.

District -wide performance is evaluated during the general manager's evaluation, as well
as during the annual audit and budget processes and the regular California Department of
Public Health ( DPH) inspections. The District reported that evaluating district
performance is a challenge, as the system dictates the productivity of the employees. The
District places an emphasis on safety and high quality work

To improve its operational efficiency the District installed radio -read heads on all
meters, which has reduced staff time dedicated to meter reading from approximately one
week to one day. The District also recently completed a main replacement and extension
project, which replaced asbestos cement main with ductile iron, improved water quality,
and enhanced fire suppression flow and service to customers by augmenting pressure and
seismic safety.
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The District's financial planning efforts include an annually adopted budget, annually
audited financial statement, a rate study, and a rolling five -year capital improvement plan.
Other planning documents adopted by the District include a strategic plan and an
emergency /contingency plan. The District is in the process of drafting and adopting the
strategic plan.

County water districts are required to complete annual audits per the district enabling
act=s Additionally, all special districts are required to submit annual audits to the County
within 12 months of the completion of the fiscal year, unless the Board of Supervisors has
approved a biennial or five -year schedule." In the case of PHWD, the District must submit
audits annually. The District has submitted its audit to the County for FY 09 -10 within the
required 12 month period.

POPULATION AND PROJECTED GROWTH

The District's system serves 2,176 connections, comprised of 2,059 residential, 35
commercial and institutional, eight landscape irrigation, and 74 inactive connections 1
Based on an average household size throughout the County of 2.98 people," the estimated
population of PHWD is 6,136.

Since the District's boundaries overlap significantly with that of the City of Los Altos
Hills, ABAG projections for the town may be used to estimate the future population of
PHWD. According to the 2010 Census, Los Altos Hills has a population of 7,722. ABAG
projects that the population of the town will grow by three percent by 2035, with an
average annual growth rate of 0.1 percent. ABAG's population projections for 2010 were
slightly higher than the actual population reported in the 2010 Census. Population
projections have been adjusted assuming ABAG's projected rate of growth from the 2010
Census population. In 2035, it is projected that the District will serve an estimated
population of 6,180 residents.

The District reported that demand for water over the last decade had generally
increased until 2004, when the District experienced peak demand, and has steadily
declined since then. PHWD attributes the decrease in demand to cooler summers, higher
utility rates and difficult economic conditions. However, water demand within the District

ss California Water Code §30540.

se Government Code §26909.

n Purissima Hills WD,Annual Report to the Drinking Water Programfor Year Ending December3l, 2010, 2010.

sa U.S. Census Bureau, American Community Survey, 2009.
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remains higher than typically found in districts of similar size, likely due to the size of the
homes and landscaped area associated with the minimum one -acre parcels.

The District previously anticipated a high rate of future growth due to landscaping
associated with new construction, but currently believes that demand will remain stable or
decline due to increases in SFPUC water costs and new irrigation legislation. The District is
expecting ten additional connections at build out Potential growth through new
development within the District's boundaries is limited to infill. There are presently
between 20 to 40 empty lots scattered throughout the District, some of which may not be
developable. The District was not aware of any planned or proposed development projects
on these lots.

To assist in projecting future demand, the District contracted with an engineering firm
to estimate the amount of new development and the resulting impact on demand. The firm
concluded that the majority of expected construction would result from tear -downs and
not from new development. Additionally, due to the legislation ( AB 2717) requiring
landscaping to be more efficient the District anticipates that people will likely plant less
grass and use less water.

There is little potential for growth through expansion of the District aswell. The District
is surrounded by other providers to the north, east and west. Territory adjacent to PHWD
in the south is not served, but the topography of the area limits the potential for
development

The District coordinates with SFPUC in planning for future growth and service needs by
annually reporting anticipated use.

FINANCING

Financial Adequac

The District reported that the current financing level is generally sufficient to provide
an adequate level of service. Rates are evaluated annually and increased as needed by the
Board. There have reportedly been no particular challenges related to the recent recession,
although there has generally been a lower use of water (13 percent reduction: from FY 08-
09 to FY 09 -10) and thus lower revenues. While the District has experienced relatively
little impact from the recession, it has taken steps to minimize expenditures, including
changing healthcare programs and benefitting from reduced insurance costs as a result of
consistent capital spending to increase reliability and reduce- water related damage
payouts.
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Revenue Sources

In FY 09 -10, the District's total revenue was $4.4 million. The District's primary source
of revenue is water sales (70 percent), property taxes (13 percent) and service charges C1
percent). Other charges, rental income and investments earnings made up approximately
six percent of revenue sources.

The District charges rates for water services provided. Rates were last updated in 2010
and are evaluated annually. Rates are structured to cover all anticipated operating and
capital costs. Currently, the District charges a Flat `readiness to serve" charge for each
connection based on meter size. A residential connection would pay $15 per month. In
addition, customers are charged for the amount of water used. The District has a six tier
system, where the customer pays:

2.70 for every 100 cubic feet for the first 1,000 cubic feet,

4.15 for every 100 cubic feet between 1,100 cubic feet and 3,000,

b $5.60 forevery100 cubic feet from 3,100to 6,000,

b $7.05 for every100 cubic feet from 6,100to 10,000 cubic feet,

b $8.50 for every100 cubic feet from 10,100 to 20, 000 cubic feet, and

9.95 for every100 cubic feet in excess of 20,000.

The District is looking into additional revenue sources. Presently, the Districtleases six
antennae sites to cellular service providers. The District is looking into developing two
more antennae sites for rental purposes. Also, the District aggressively pursues grant
opportunities. Between 2005 and 2010, the District was able to secure over two million
dollars from the Los Altos Hills County Fire District for capital improvement projects.

Expenditures

In FY 09 -10, the District spent a total of $3.9 million. Primary expenses in FY 09 -10
were water purchases ( 39 percent), operation of the transmission and distribution system
28 percent) and administration (24 percent).

The District purchases water from SFPUC. In FY 10 -11, PHWD paid a rate of $1.90 per
100 cubic feet (ccf) plus a $3,000 monthly meter charge. For FY 11 -12, SFPUC raised its
rates to $2.63 per ccf. Additional rate increases are anticipated overthe next 10 years. The
increases are attributed to SFPUC's significant $4.3 billion capital improvement program
intended to make its water system more reliable in the event of an earthquake or other
disaster.
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In addition, SFPUC initiated an environmental enhancement surcharge (EES) for agency
purchases of water in excess of their allotted amount. The surcharge is to be in effect
beginning in FY 11 -12 through FY 17 -18. The EES is based on each agencies' water use in
million gallons per day. If the entire Hetch Hetchy regional system uses more than 265
mgd, then those agencies over their supply assurance will pay a surcharge based on a rate
of $850,000 per mgd over the supply assurance.

Figure 5 -3: Expenditures and Revenues (FYs 07 -10)
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Capital OUtlaVS
Revenues ■ Expenditures

The District plans for
its capital improvement needs in its five -year capital improvement plan. The District uses a
pay as you go" approach, financing the majority of infrastructure projects out of reserves.
The District has also taken out loans to finance previous capital improvement projects.

Figure 5 -4: Capital Outlays and Depreciation (FYs 07 -10)
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at a rate that greatly exceeds wear and tear.
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Enna -term Debt

At the end of FY 09 -10, the District had $1.6 million in long -term debt in the form of two
loans used to finance capital improvements.

In 2007, PHWD took out a $500,000, 3 -year loan to assist in financing the construction
of the administration building. Principal and interest payments of $90,396 were payable
semi - annually at a rate of 4.75 percent 0n june 30, 2010, the loan was paid in full.

In 2010, PHWD entered into a $2 million loan payable agreement with the Los Altos
Hills County Fire District (LAHCFD) to assist in financing the construction of the Zone 2.5
Phase lI and III main projects. Terms of the agreement provide for principal and interest
payments payable semi - annually, maturing in 2015. Interest is calculated based on the
Local Agency Investment Fund average monthly effective yield rate.

Reserves

The District maintains a single reserve account for both emergency and capital
reserves. The Districthas an informal policy to maintain about $750,000 in its reserve fiend
for emergency use. At the end of FY 09 -10, the District had unrestricted net assets of $2
million, which equates to approximately six months of operating expenditures.

WATER SUPPLY

SFPUC provides PHWD with 100 percent of its water supply requirements via two
turnouts from the Hetch Hetchy pipeline along the Foothill Expressway on the northern
edge ofthe District The SFPUC water supply is gravity -fed through 18" transmission mains
to two pump stations that pump to tanks distributed throughout the District All water is
pre - treated by SFPUC.

The Master Agreement between PHWD and the SFPUC was negotiated by the Bay Area
Water User's Association (BAWUA), which preceded BAWSCA, and authorized by PHWD in
1984. The agreement allocates the District 1.62 million gallons per day (based on system
capacity). This individual supply guarantee was originally based on historical usage by
PHWD and was last adjusted in 1993. For FY 08 -09, the total water purchased by PHWD
was 24 percent over its individual supply guarantee. For the last few years, there have
been no water shortages, and PHWD has been able to purchase the additional water from
SFPUC at current rates without any additional charges for exceeding its individual supply
guarantee. In 2009, PHWD, through BAWSCA, negotiated a new contract for delivery of
water with SFPUC. The new contract was adopted by PHWD in 2009" During contract

59 Resolutions No 2009 -2, 20 09- 3 and 2 009 -4
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negotiations, the District attempted to increase its allocation; however, the final contract
did not change the individual supply guarantee of any BAWSCA member and, therefore,
PHWD continues to expect its requirements to exceed its water supply.

In light of the terms of the new contract with SFPUC, PHWD believes that an additional
water supply may need to be developed or purchased to ensure water delivery for both the
near and long term future, and especially in time of drought PHWD continues to explore
various possibilities for this additional supply. Groundwater is not used by PHWD, and it
has no existing wells. The District has performed extensive research to develop a well both
inside and adjacent to the District and ultimately drilled two test holes based on the best
potential of this research. Results of these test holes have indicated poor water quality and
quantity. The District is no longer pursuing a well as a supply alternative. Current supply
allocations from the SFPUC are set out in Figure 5 -5.

Fieure 5 -5: PHWD Water Suoolies

i

oo
SFPUC 1.62

1 Source 2010 PHWD Water Rate Study, February 2010

SFPUC attempts to limit how much water the District uses by collecting an
environmental enhancement surcharge if its annual purchase exceeds 1.62 mgd and the
overall SFPUC demand of 265 mgd is exceeded. Supply limitations started in FY 11 -12 and
will last through FY 17-18.

Emergency Preparedness

Wnter Sunnly Hnznrds

Although the District has adequate storage, there is a concern regarding the reliability
of SFPUC supply in the event of a natural or manmade disaster. The District has not
identified any specific water supply hazards.

Pmernencv Wnter Sunnlv

Emergency backup supply is provided by 11 water storage tanks. The District's current
storage capacity is equal to just over two days of maximum day demand.

60 SFPUC, Agenda item. Environmental Enhancement Surcharge beginning FY2011 -12, Commission meeting May 10, 2011.
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In terrier end Rock -un .Sunnly

In the 2005, the District had one emergency intertie with Cal Water and a temporary
connection with Palo Alto. The 2005 Water Service Review identified this as an

infrastructure deficiency, and reported that if SFPUC's supply were interrupted for any
extended period of time, the District's ability to provide service would be limited. Since
then, the District has added three permanent interties to its system. Presently, in addition
to the two SFPUC turnouts, the District has four back -up interties with neighboring
purveyors —two with Cal Water and two with Palo Alto, each with the ability to transfer
about 1,000 gpm. The District continues to investigate using Quarry Hills Lake as a non -
potable water source for health fire suppression purposes as a last resort inthe event of an
extended water outage.

WATER DEMAND

As of December 2009, the PHWD serves 2,060 residential services and 53 institutional

services including Foothill College, Pinewood High School and the Town's Little League
Baseball field. In calendar year 2010, the District purchased 620 million gallons or 105
percent of the available water supply from SFPUC. The District has experienced a
reduction in its water demand by 13 percent over the last two years, since 2008.

District customers have a relatively higher use of water than other water agencies in
the County. On average, a residential connection used 889 gallons per day in FY 08 -09.

The majority of the PHWD service area is built out, and only a few parcels remain that
are not served by the District's water distribution system. Future development will
primarily be a result of subdividing parcels, replacing existing homes with larger homes
and construction of second units. While the District previously anticipated two percent
growth in water use per year, the District now projects that there will be no or declining
growth in demand for water in the near term due to increased rates and conservation
efforts.

WATER INFRASTRUCTURE AND FACILITIES

The District's water system includes 81 miles of pipelines, 11 reservoirs, and 10 million
gallons of storage capacity. The District's only water source is imported water purchased
from SFPUC; groundwater and recycled water are not available

Water Storaee Facilities

The District owns and maintains 11 storage tanks with a combined capacity of 9.8
million gallons (mg). The storage tanks are as follows:
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b McCann 1 (1957) - 0.13 mg

b McCann 2 (1966) - 1.0 mg

b Neary 1 (1965) - 0.2 mg

b Neary 2 (1981) - 3.0 mg

b Page Mill (1965) - 0.5 mg

b Altamont 1 (1962) - 0.2 mg

b Altamont 2 (1964) - 0.25 mg

b Elena (1960) - 0.5 mg

b Hungry Horse (1976) - 3.0 mg

b La Cresta 1 (1957) - 0.1 mg

b La Cresta 2 (1992) - 0.9 mg

These tanks were all identified by the District as being in good condition. All of the
tanks have been relined or recoated within the last 15 years, with the exception of La
Cresta 2, and all tanks have been cleaned since 2008.

nee and Distribution Facilities

The total distribution system is composed of 81 miles of primarily ductile (40 percent)
and cast iron (42 percent) with some asbestos cement (15 percent), PVC ( two percent) and
steel (one percent) pipelines. There are five pump stations, 14 pumps, and four pressure
zones. The system utilizes tank elevation and gravity to provide pressurized flow. There
are no hydro - pneumatic pressure zones in the District All connections are metered with
radio read heads.

The District identified the distribution system as generally being in good condition.
Portions of the system are old and undersized dating back to 1957, primarily due to
acquisitions of mutual water systems. The distribution system pipe size is mostly 6 -inch
and 8 -inch (80 percent) with just 1 percent of the mains less than 6 -inch. In the last fifteen
years, the priorityhas been to replace the undersized and high risk cross country mains for
reliability. As part of its capital improvement plan, the District has identified cross country
mains with recent breaks in Duval Way, julietta Lane, and Deer Springs Way, and a main
with a history of breaks and leaks along Altamont Road in Zone 4. The District has
identified one million dollars per year in capital improvement projects over the next five
years (through 2015) which focus on repair and replacement of aging infrastructure to
maintain and improve system reliability. Most recently, the District completed a major
main replacement project (Zone 2.5 Phases I, II and III) to improve water quality and
increase throughput and pressure to enhance fire protection and service to customers in a
low pressure and seismically vulnerable area. The project was completed in summer 2011
and cost approximately $4.4 million (including contributed capital).

The distribution systems integrity is indicated by the District's rate of distribution loss
and number of breaks and leaks in 2010. The District estimates that there is less than five
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percent unaccounted for distribution loss from the point of treatment to the delivery point
to each of the connections. There were approximately 12 main breaks or leaks in 2010.

Infrastructure Needs

The District expanded its service area by taking over five to six smaller mutual water
companies within Los Altos Hills back in the 1970's. Some of its current infrastructure was
originally owned by these companies and was incorporated into the system at the time of
acquisition. The system is aging and the District has taken a proactive approach to making
upgrades and replacements prior to failure.

Additionally, the most recent DPH inspection from 2010 found several needs or
deficiencies related to the systems infrastructure. With few exceptions, the District has
addressed DPH's concerns since that time. Deficiencies identified were as follows:

Removal of the roof drainage system on Neary Tank #2;

Replacement of the large -sized mesh on the La Cresta #2 roof vent,

Elimination of rust onthe hatches of the McCann 2, Elena and La Cresta 1 tanks;

Welding of side vents on Page Mill Tank;

Installation of vent covers on the McCann 2, La Cresta 2, Hungry Horse, Altamont 2,
and Neary 1 tanks (The District has completed a temporary upgrade for McCann 2,
La Cresta 2 and Altamont 2 and a permanent upgrade for Neary 2. The District has
the parts on hand to make the upgrade in the near future.);

Installation of steel overhangs at the Page Mill, Neary 1, and Altamont 2 tanks;

Repair of a leaking pump; and

o Destroy two test wells that the District does not intend to use.

Capital Improvement Plans

The District's capital improvement plan outlines nine projects totaling $4.9 million.
Five of the projects are planned to be completed by FY 14 -15, while four projects are yet
unfunded andthere is notimeline for completion. Plannedprojects include:

b Improvements to the McCann pump station in FY 11 -12 ($300,000);

Extension of main along Altamont Road to the storage tank to he completed in FY
13 -14 ($1.6 million);
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Installation of a main from Elena Road to Taaffe Road to solidify Zone 3 and enable
cross - country abandonment in FY 13 -14 ($330,000);

Replacement of an abandoned cross - country pipeline from julietta Lane to Deer
Springs Way in FY 14 -15 ($275,000);

Replacement of main along Almmont Road in Zone 4 in FY 14 -15 ($220,000);

Installation of new pumps at the Elena pump station sometime after FY 14 -15
500,000);

b Abandonmentof two cross countrymains, inthe Liddicoat subdivision, dueto safety
concerns during an emergency, to be completed sometime after FY 14 -15
375,000); and

Replacement of asbestos cement water main along Taaffe Road to be completed
sometime after FY 14 -15 ($710,000).

Shared Facilities

The District practices facility sharing by receiving water through facilities owned and
operated by SFPUC. Additionally, PHWD shares emergency intertie facilities with Cal
Water and Palo Alto.

PHWD is a member of BAWSCA, utilizing the structure and functions of that agency to
represent the District's interests with the SFPUC. The District also participates in a joint
effort with the Los Altos County Fire District to upgrade water mains and fire hydrants
within the water service area. The upgrades are made to improve system reliability, fire
flows and circulation.

The District did not identify any other potential facility sharing opportunities.

WATER QUALITY

Source Water

For the SFPUC system, the major water source originates from spring snowmelt Flowing
down the Tuolumne River to the Hetch Hetchy Reservoir, where it is stored. This pristine
water source is located in the well - protected Sierra region and meets all Federal and State
criteria for watershed protection. DPH and the EPA have granted the Hetch Hetchy water
source a filtration exemption, based on the SFPUC's disinfection treatment practice,
extensive bacteriological - quality monitoring, and high operational standards. In other
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words, the source is so clean and protected that the SFPUC is not required to filter water
from the Hetch Hetchy Reservoir.

Water from the Hetch Hetchy is supplemented by run -off collected in the Alameda and
Peninsula Watersheds. This water is treated at two water treatment plants prior to
distribution.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns.

According to the EPA Safe Drinking Water Information System, PHWD has had no
health or monitoring violations within the last 10 years with regard to its water treatment
system.

PHWD was not out of compliance with Primary Drinking Water Regulations throughout
2010.

Overall, in 2010, DPH found the system to be in satisfactory condition. In addition to
the infrastructure deficiencies outlined under the Infrastructure section of this chapter,
DPH identified several operational concerns regarding the District's system and operating
plans. DPH made the following requirements and recommendations, of which, the District
has addressed to the satisfaction of DPH:

Provide DPH with the regular test results for TTHM, HAAS and disinfectant
residuals, which had not been filed with DPH since 2006;.

Develop valve maintenance and routine flushing programs;

Develop a plan to prevent and control nitrification in the storage tanks and
distribution system;

Recommended revisions to the District's cross connection control policies;

Ensure that the District reports only the results of samples collected from sampling
locations specified in the approved bacteriological sampling plan.
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PURISSIMA HILLS WATER DISTRICT

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

The estimated population of PHWD is 6,136.

3 It is projected that the District will serve an estimated population of 6,180 residents,
in 2035, with an average annual growth rate of 0.1 percent over the next 25 years.

y Potential for growth within the District is minimal. New development will be
limited to infill of approximately 10 additional lots through build -out and tear
downs of existing structures. Additionally, there is little potential for growth
through expansion of the District

y PHWD experienced peak demand in 2004, and demand for water has steadily
declined since then, due to cooler summers, higher utility rates and difficult
economic conditions.

3 As water rates increase and new legislative requirements on landscaping go into
effect demand for water is expected to continue to decline, outweighing any
increase in demand as a result of population growth.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 Although demand for water in the District has declined over the past five years, the
District regularly exceeds its individual supply guarantee, as allocated by the San
Francisco Public Utilities Commission ( SFPUC), and must purchase additional water
supply from the SFPUC in order to meet demand.

3 The District appears to have sufficient water storage to weather a short-term water
outage and adequate back up supply through four interfies with other systems for
periods of extended SFPUC water supply interruption.

3 No capacity constraints related to district infrastructure were identified.

3 The primary infrastructure need related to the PHWD water system is the upgrade
and replacement of aging undersized mains that are prone to breaks and leaks.
PHWD has taken a proactive approach in replacing and upgrading these mains prior
to failure.
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California Department of Public Health identified several infrastructure deficiencies
and operational issues during its most recent inspection. With few exceptions, the
District has addressed these concerns.

b Water demand within the District remains higher than typically found in districts of
similar size, likely due to the size of the homes and landscaped area. Thereisaneed
to enhance conservation programming with a particular focus on landscaping.

PHWD provides high quality water based on district compliance with drinking
water regulations, a lack of health and monitoring violations since 2000, and timely
thorough district response to California Department of Public Health infrastructure
and operational concerns.

District management methods appear to generally meet accepted best management
practices. The District prepares a budget before the beginning of the fiscal year,
conducts periodic financial audits, maintains relatively current transparent financial
records, regularly evaluates rates and fees, tracks employee and district workload, .
and has an established process to address complaints.

The District has complied with audit requirements and submitted audits to the
County in a timely manner.

Financial Ability of Agency to Provide Services

Although PHWD has experienced decreasing revenue as a result of declining water
use, the current financing level appears sufficient to provide an adequate level of
service. Rates are evaluated annually and increased as needed to cover all
expenditures. The District maintains sufficient reserves to cover contingencies.

The District appropriately plans for capital needs in a multi -year capital
improvement plan and regularly reinvests in its capital assets at a rate that greatly
exceeds wear and tear.

Status and Opportunities for Shared Facilities

b The District practices facility sharing by receiving water through facilities owned
and operated by SFPUC and four emergency interties with Cal Water and Palo Alto.

The District participates in collaborative efforts with other agencies, including
membership in the Bay Area Water Supply and Conservation Agency, and a joint
effort with the Los Altos Hills County Fire District to improve system reliability, fire
flows and circulation.
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No further facility sharing opportunities were identified.

Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

4:1 Accountability is best ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. PHWD demonstrated accountability
with respect to all of these factors.

Governance Structure Ontions

Governance structure options are limited for the Purissima Hills County Water District.
There is little potential for growth through expansion of the District. The District is
surrounded by other providers to the north, east and west. Territory adjacent to PHWD in
the south is not served, but the topography of the area limits the potential for development.

The District has considered consolidating into either the Cal Water or San Jose Water
Company systems in order to augment water supply at a potentially lower cost than what
the District is presently paying to SFPUC. In the mid 1990's, Cal Water expressed interest in
acquiring the District. At the time, the change was not supported by the residents.
However, the District's unusually high demand per connection for water has led to the
District regularly exceeding its SFPUC allocated amount. PHWD hoped for an enhanced
allocation during the 2009 renegotiation of the master agreement; however, the District's
individual supply guarantee remained the same. Moreover, SFPUC has initiated a

surcharge on usage in excess of the combined BAWSCA members' allocated amount.

In light of the terms of the new contract with SFPUC, PHWD believes that an additional
water supply may need to be developed or purchased to ensure water delivery for both the
near and long term future, and especially in time of drought. PHWD continues to explore
various possibilities for this additional supply. Options to enhance water supply include
either receiving additional water from an outside water source (i.e., SCVWD) or completely
consolidating into a neighboring purveyor's service area (Cal Water or San Jose Water
Company). Based on the District's contract with SFPUC, PHWD may lose its SFPUC
allotment, if such a complete consolidation were made. Consequently, either private
purveyor would need adequate existing water supply to fully serve the entire District
before this kind of consolidation could take place. Given that the District is presently
experiencing declining demand for water and less overages on its SFPUC allocation, PHWD
has deferred indefinitely any discussions of consolidation.

Governance structure options for Purissima Hills Water District are limited. There
is the potential to consolidate into either San Jose Water Company or Cal Water;
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however, the District is not actively pursuing this option in light of the recent
decline in water demand.
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PURISSIMA HILLS WATER DISTRICT

SPHERE OF INFLUENCE UPDATE

Existine Sphere of Influence Bounda

The District's SO is coterminous with its boundaries. The SO was last updated in 2004.

Recommended Sphere of Influence Bounda

Given that there is little opportunity for expansion of PHWD's bounds, it is
recommended that the District's coterminous SO be retained.

Proposed Sphere of Influence Determinations

Presentnnd nlnnned fond uses in the Oren. in cludinn Ion d Oren- .snore Inn ds

The District serves a majority of the Town of Los Altos Hills and unincorporated area to
the south. The District's service area is primarily low- density residential, characterized by
estate homes on minimum one -acre lots. There are also some institutional public utilities,
hillside and open space. PHWD's largest customer is Foothill College.

Present end nrnhnhle need for nuhlic focilities end services in the Oren

There is a clear and present need for PHWD domestic water services within the existing
service area, as shown by demand for water services. The District serves a developed area,
and water services are needed to serve the existing homes and future development on
existing parcels. Present needs for water service are currently being met solely by the
District

There is a probable need for continued PHWD domestic water services within the
existing bounds at a level similar to or lower than existing demand. Population growth is
anticipated to be minimal, averaging 0.1 percent a year through 2035. As water rates
increase and newlegislative requirements onlandscaping go into effect, demand forwater
is expected to continue to decline, outweighing any increase in demand as a result of
population growth.

There is little potential for growth through expansion of the District as well. The District
is surrounded by other providers to the north, east and west. Territory adjacent to PHWD
in the south is not served, but the topography of the area limits the potential for
development
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Present canacity of nuhlic facilities and adeauacv of nuhlic services that the aaencv

nrovides or is authorized to nrovide

The District faces water supply capacity constraints. Although demand for water in the
District has declined over the past five years, the District regularly exceeds its individual
supply guarantee, as allocated by the San Francisco Public Utilities Commission ( SFPUC),
and must purchase additional water supply from the SFPUC in order to meet demand. In
recent years, the District has been able to purchase the necessary water. However, SFPUC
recently adopted a surcharge for additional water purchases in excess of the combined
wholesaler allotment.

Water facilities and services appear to be adequate based on State inspection reports,
recent regulatory compliance, and management methods. The primary infrastructure need
related to the PHWD water system is the upgrade and replacement of aging undersized
mains that are prone to breaks and leaks. PHWD conducts multi -year capital improvement
planning to provide for such improvements. The District could improve upon its
conservation programming to bring customer Water use more into line with other similar
water providers.

Existence ofanv social or economic communities of interest in the area if the Commission
determines that thev are relevant to the aaencv

The District serves a majority of the Town of Los Altos Hills and unincorporated area to
the south. The District is funded through a portion of the one - percent property tax, and the
residents and landowners have an economic interest in the services provided by the
District. The SOl update will not affect the existence of any social or economic communities
of interest in the area that are relevant to the District.

The nature. location. extent. functions. and classes of services provided

The present PHWD bounds encompass approximately 13.4 square miles. The District's
bounds encompass about two- thirds of the town of Los Altos Hills and an unincorporated
area to the south. PHWD provides domestic water services to its residents in the form of
distribution to its customers. The District does not provide treatment, as all water is pre-
treated by the San Francisco Public Utilities Commission ( SFPUC) and delivered through
SFPUCs Hetch Hetchy Water System. The District relies solely on SFPUCs surface water.
The District has a water conservation program in conjunction with SCVWD, which is
coordinated by a part -time employee. Recycled water is not available within the District's
bounds.
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6. SAN MARTIN COUNTY WATER

DISTRICT

AGENCY OVERVIEW

The San Martin County Water District ( SMCWD) was formed in 1988 as an independent
special district when the former private water company that served the area entered into
receivership. The District provides water services in the unincorporated community of San
Martin between Morgan Hill and Gilroy. A water service review for the District was last
conducted in 2005.

The principal act that governs the District is the County Water District Law. The
principal act empowers the District to "store water for the benefit of the district, conserve
water for future use, and appropriate, acquire, and conserve water and water rights for any
useful purpose. "" Districts must apply and obtain LAFCO approval to exercise latent
powers or, in other words, those services authorized by the principal act but not provided
by the district at the end of 200 Q °

and Extent of Services

Services Provided

SMCWD provides water services to a portion of the unincorporated San Martin
community, east of Monterey Road and centered along San Martin Avenue. The District
provides potable water for a variety of uses, including residential, commercial, and
industrial. The District does not provide water for agricultural purposes, nor does the
District have a water conservation program. The District provides water for fire
suppression as there are no other providers in the area.

SMCWD relies on groundwater extracted from the Llagas Subbasin, which is managed
by Santa Clara Valley Water District Recycled water is not available within the District's
service area.

61 California Water Code §30000- 33901.

California Water Code §31021.

Government Code §56824.10.
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Service Area

The District serves the entirety of its boundaries. There are reportedly no unserved
areas within the District's boundary area, as all parcels have connections to the system.
However, seven properties are inactive and are instead operating off of private wells.

Additionally, the District reports that it is serving at least 13 parcels outside its
boundaries. Since 1994, state law requires local agencies to seek LAFCO approval prior to
extending services beyond their boundaries.' Of the 13 extraterritorial connections, five
were possibly added prior to the law requiring LAFCO approval, and prior to the SMCWD
formation, as discussed below. The District sought LAFCO approval for only one of the
remaining connections ( APN 825 -37- 043) —all other connections were made without
LAFCO approval. Extraterritorial parcels are described in Figure 6 -1 and shown on Figure
6 -2.

The District reports that prior to the formation of the District, a 12 -inch pipeline was
constructed by the County to supply water from West San Martin Water Works (WSMWW)
to a county facility on Murphy Avenue, as well as to a residence, due to the unreliability of
the supply from the private water company that was the predecessor to SMCWD. In the
early years of the District, the contract manager at the time extended a pipeline from the
12 -inch pipeline to serve three properties on Llagas Avenue, north of San Martin Avenue,
outside of the District's bounds. These five connections were connected to the system prior
to the formation of the SMCWD, and acquired by SMCWD in 1999 as part of a lawsuit
settlement. These five connections are indicated in Figure 6 -1.

In 2001, SMCWD sought and was granted approval by LAFCO for extending water
service outside its boundaries to the Santa Clara County's Household Hazardous Waste
Collection Facility (APN 825 -37 -043). LAFCO approved the service extension and a sphere
of influence amendment to include the parcel in anticipation of future annexation of the
parcel to the District. As an assurance to LAFCO, SMCWD adopted a resolution in June 2001
to annex all parcels receiving service, as well as those parcels that were requesting service
from the District. LAFCO approved the service extension and decided to resolve the sphere
of influence and boundary issues along with other existing service extensions through a
comprehensive sphere of influence review.

In 2005, LAFCO conducted a countywide water service review and in the consequent
sphere of influence update in 2007, LAFCO expanded the District's sphere of influence to
include eight of the 10 parcels receiving extraterritorial service, in order to facilitate
annexation of the parcels to the district. One connection to the north of the District, along

Government Code §56133.

6' APNs 825 -03- 011,825 -03- 012,825 -09- 012,825 -09 -034, and 825 -09 -057.
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Llagas Avenue, was excluded as it was not contiguous to the District's bounds and had
intervening parcels that were not served. The Coyote Lake - Harvey Bear Ranch County
Park, at the east end of the District's service area, was also excluded from the S01 expansion
in order to verify which facilities were being served.

The District, however, has not followed through with annexation applications to LAFCO
for the parcels, nor does the District seek LAFCO approval prior to extending service
beyond its boundaries. Since 2007, three additional extraterritorial connections were
added by SMCWD outside its boundaries. SMCWD was informed by LAFCO on several
occasions in 1999, 2001, 2005, and 2007, and most recently, during the course of this
service review that they must seek LAFCO approval prior to extending services.. The
District reported that it has repeatedly failed to comply with LAFCO requirements and
State law due to the anticipated LAFCO application processing costs and the perceived lack
of repercussions for failure to comply. LAFCO will send letters to the property owners, the
County Department of Environmental Health, the State Department of Public Health and
other offices to inform them that these water service connections have not been approved
by LAFCO.

Figure 6 -1: Extraterritorial Service Connections

Connections acquired by SMCWD as part of the 1999 lawsuit settlement agreement from WSMWW. No records prior
to these dates are available for these connections., It is possible they were connected prior to LAFCO approval
requirements in 1994. i
825 09 -012 13505 Murphy Avenue 1996 Residence and dog grooming Yes

825 09-057/058 Murphy Avenue 1981 Santa Clara County Roads Yes

825 03 -011 13775. Llagas Avenue 1996 Cement product manufacturer Yes.

825 03 -012 13755 LIagas Avenue 1996 Building material supplier Yes

825 09 -034 13920 Llagas Avenue 1996 Industrial buildings No

Connections with LAFCO Approval

1825 37 -043 14070 Llagas Avenue 2001 Santa Clara County Household Yes

Hazardous Waste Disposal Facilitv

Connections without LAFCO Approval

825 03 -001 13805 Llagas Avenue 2008 Food processing plant No

825 03 -010 13905 Llagas Avenue 2005 Auto auction storage yard No

825 09 -030 13710 Llagas Avenue/ 2001 Residence Yes

13720 Llagas Avenue
825 09 -048 13515 Murphy Avenue 2008 Residence Yes

825 10 -075 13025 Murphy Avenue 1998 Santa Clara County Airport Yes

825 31 -016 N/A 2005 Harvey Bear Ranch County park No

825 38 -016 13155 Svcamore Avenue 2001 Tractor Supplv and Service Yes.

Services to Other Araencies

Although SMCWD does not provide contract services to other agencies, the District has
a reciprocal agreement with West San Martin Water Works, Inc. to provide water to each
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other through an intertie during emergency outages. The existing valve between the two
systems was closed as a result of a lawsuit between the two purveyors, but relations have
improved and West San Martin has agreed to assist SMCWD if needed.

ControcrS for Warer.Services

The District does not receive anywater services from other agencies under contracts.

Collaboration

Currently, the District does not engage in any collaborative efforts. Opportunities for
collaboration with other agencies may arise through joint water service planning with the
nearby providers of Morgan Hill, Gilroy, SCVWD, and West San Martin Water Works. The
agencies providing water in the South County region share common concerns for
groundwater cleanup, long -term groundwater quality, growth and development.

Boundaries

The District's boundary is entirely within Santa. Clara County. The present boundaries
encompass approximately 0.7 square miles east of Monterey Road which are centered
along San Martin Avenue. SMCWD serves a portion of the San Martin Planning Area as
described in the 1995 -2010 County's General Plan. SMCWD adopted a resolution in 2002
stating that it is the District's goal to eventually serve the entire San Martin Planning Area
east of Monterey Road. The County General Plan describes the San Martin Planning Area
as including all valley lands between the hillside areas to the east and west, and land
between Maple Avenue to the north and Masten and Fitzgerald Avenues to the south.

Outside of the District's service area, the San Martin community is primarily served by
West San Martin Water Works, Inc. (a private company) to the west of Monterey Road, and
private or shared wells, small water systems or small mutual water companies in the rest
of the area.

here of Influence

The District's sphere of influence extends outside its boundaries. The SOI was last
updated in December 2007 to include parcels that had been outside of District's boundaries
but were receiving service and /or were surrounded by parcels served. An additional 173
acres was added to the District's SOL At that time, eight extraterritorial service

66 SMCWD Board Resolution 2002-04, November 19, 2004
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connections were included in the SOI, as discussed in the Service Area section of this

chapter. No further revisions to the District's sphere of influence have occurred since then.

According to the District as of 2005, it provided services to Coyote Lake- Harvey Bear
Ranch County Park at the east end of the District service area. The area was outside of
District boundaries. LAFCO determined that there was a need to verify which facilities were
being served. The area was not included in the 2007 S0I expansion and was postponed to
be addressed during the next round of updates. Following the 2007 S0I update, the SMWCD
added two additional extra territorial connections outside the SMCWD S0I and one

extraterritorial connection within the District's S0I— without LAFCO approval. Presently,
there are a total of four connections that are receiving services outside the District's SOI.

The 2005 Water Service Review indicated that the District desired that the SOI to be

expanded to include the entire San Martin Planning Area east of Monterey Road. However,
the proposal was not adopted by LAFCO, as a water system master plan had not been
prepared and there were no projections for future water demand or storage capacity needs
within this area.
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ACCOUNTABILITY AND GOVERNANCE

San Martin County Water District is governed by a five - member Board of Directors
elected at -large to serve staggered four -year terms. There are currently three board
members, all of whom were appointed. All current directors filed for election, but being
unopposed they were appointed by the Board of Supervisors. The Directors generally do
not receive any compensation; however, they are reimbursed for direct expenses. Current
board member names, positions, and term expiration dates are shown in Figure 6 -3.

The Board meets on the third Tuesday of every month at the California Antique Aircraft
Museum at 5 :30 in the afternoon. Agendas are posted on the bulletin board at the San
Martin post office. The date, time and place of the meetings are also listed on monthly bills.
Minutes are available upon request.

Figure 6 -3: SMCWD Governing Body

Board of Directors
Member Name Position

Vacant Director 1

Donald E. Popma Director 2

P. Dennis Gothot Director 3

Victoria E. Gothot Director 4
Vacant Director

Term Expiration Manner of Selection Length of Term
December 2013 N/A 4 years

December 2013 A ,ppointed 4 years
December 2011 Appointed 4 years

December 2011 Appointed 4 years
December2011 N/A 4years

Date: Third Tuesday of every month at5:30pm.
Location: California Antique Aircraft Museum, 12777 Murphy Avenue, San Martin, CA 95046.

Agenda Distribution: Posted at the San Martin post office.
Minutes Distribution: Available upon request.

In addition to the legally required agendas and minutes, the District encourages voter
participation by enclosing items of interest with the monthly bills and annual consumer
confidence report, and direct mailings of any additional items as necessary. The District
does not maintain a website where documents and information are made available to the

public.

If a customer is dissatisfied with the District's services, that customer may call the office
or mail a complaint. The district manager is responsible for addressing complaints about
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billing, business and service quality, while the treatment operator handles complaints
regarding water quality and quantity emergencies. The District reported that there were
three complaints filed in 2010 —two were regarding leaks and one regarding low pressure
or the absence of water during a power outage.

San Martin County Water District demonstrated accountability and transparency in its
disclosure of information and cooperation with Santa Clara LAFCO. The District responded
to the questionnaires and cooperated with the document requests.

MANAGEMENT AND STAFFING

The District is managed and operated by contract employees, including a district
manager, certified water treatment /distribution operator and bookkeeper

The District does not generally track the workload handled by the agency and its staff,
due to minimal demand; the water operator does, however, keep a maintenance log and the
district manager supplies a monthly written activity and system status report to the Board,
which includes extraordinary time spent in the field by the manager or operator. Informal
evaluations of each of the contractors are completed by the Board at monthly meetings and
as issues surface.

The District does not formally evaluate its own performance in the form of an annual
report or benchmarking study. However, the District reported that it has tried to closely
monitor its costs from month to month, in order to minimize expenditures. District
operations are also informally evaluated during the budget process.

To improve its operational efficiency, the District upgraded two and three -inch
pipelines to six and eight -inch pipelines, and upgraded residential service connections to
one inch. These upgrades were completed between 1995 and 2010 for a combined cost of
1.5 million. These improvements helped eliminate leaks and breakages and limit
unaccounted for loss from the system.

The Districts financial planning efforts include an annually adopted budget. The
District conducts informal capital improvement planning, but no CIP has been adopted. The
District keeps a list of projects that are anticipated to be completed over the next ten years.
The project list is updated annually, and planned projects are included in the annual
budget. SMCWD does not adopt any other planning documents, such as a master plan.

61 Multiple calls were received during a single power outage.
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All county water districts are required to completed annual audits" and submit the
annual audits to the County within 12 months of the completion of the fiscal year"
SMCWD has not completed annual audits for several years. The District is in the process of
having the last six fiscal years audited. During this time, SMCWD has failed to submit its
audits to the County annually within the required 12 month period.

POPULATION AND PROJECTED GROWTH

The District has a system that serves a total of 189 connections -151 residential and 38
commercial. Based on an average household size throughout the County of 2,98 people,"
the estimated population of SMCWD is 450. According to the Department of Public Health
records, SMCWD served approximately 600 year -long residents in 2010.

The District reported that it had observed no change in the level of service demand in
the last few years. Although the District does not make formal population projections, the
District reported that it anticipated a similar growth trend in population over the next 20
years, with little or no change in demand for water services within its existing boundaries.

Most of the empty lots within the District are undevelopable. There are approximately
three lots that are developable that are expected to be built out in the next 20 years. There
are currently two known projects that may potentially bring additional demand. A Fry's
Electronics- related company has expressed interest in building an athletic facility within
the District's boundaries, but the project is currently on hold. In addition, a small
commercial gas station has approached the District for water service; however, no action
has been taken by the property owner to formally petition the District for service.

The District anticipates expanding its services to eventually encompass the San Martin
Planning Area east of Monterey Road. There are at least 13 State and County regulated
small water systems in the San Martin Planning Area (east of Monterey Road), including
community, non - transient non - community and transient community water systems, which
have the potential to eventually connect to the District's system. These systems are shown
in Figure 6 -4. None of these systems are within the District's current SOL The location of
each system is shown on the District's map in Figure 6 -2. The District reported that the
potential for any water system to merge with SMCWD is severely restricted by the cost of

ea California Water Code §30540.

es Government Code §26909.

70 U.S. Census Bureau, American Community Survey, 2009.

71 California Department of Public Health,Annual Sanitary Survey Findings, San Martin County Water District Watersystem
No. 4300542,2010.
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extending existing water mains and LAFCO fees, which would be entirely borne by these
small water systems. It is recommended that the District work with LAFCO to maximize
the number of properties annexed at any given time in order to spread out the processing
costs amongst several applicants.

Figure 6 -4: Mutual Water Companies in the San Martin Planning Area

igton MWC East Middle Avenue 8

ly Ranch MWC Dias Drive 6

per Avenue Pump Center Avenue Unknown

ntryside Mushrooms Center Avenue 1

chi Water System Crowner Avenue 26

ncrest Water System Pmecrest Drive 6

cho Robles MWC Pasco Vista 35

Martin Foothills MWC Vincent Drive 48

Martin Lions Murphy Avenue 3

amm MWC Benetta Lane 8

vana Water Company F New Avenue 6

h County Retirem Hom Church Avenue 35 _

A few mutual water companies ( MWCs) have expressed interest in connecting to the
District's system. Specifically, Mecchi MWC, located on Crowner Avenue, faces challenges
with septic systems adjacent to the company well and would like to connect to the SMCWD
system. In the past Chiri Ranch Mutual Water Company approached the District regarding
the potential of connecting to the SMCWD's system, due to water quality concerns. Chiri
Ranch also approached Candy Ranch Mutual Water Company to share the costs of
connecting to the system between the two companies. Chiri Ranch MWC subsequently
decided the costs were too high and split into individual well connections. Candy Ranch
MWC has not expressed interest in connecting to the SMCWD system since then.

FINANCING

Financial Adequac

The District reported that the current financing level was sufficient to provide an
adequate level of service. Rates were adopted in 1992 and last updated in 2002; there has
not been a rate increase since. However, SCVWD groundwater production service charges
have increased and are reflected on a separate line item in the District's utility bills.
SMCWD reported that the SCVWD groundwater production service charge has been an
ongoing concern for SMCWD.
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Similar to other water providers, the District reported an increase in delinquent
accounts as a result of the recession. SMCWD has been forced to shut off accounts that

owed over $100 and were more than 90 days late. Although it was reported that the
District's financing level is adequate, SMCWD has made efforts to minimize costs and
maximize efficiency by re- piping the entire system to avoid water loss and installing
accurate meters to minimize unbilled water use.

Revenue Sources

SMCWD's primary source of revenue is water sales (99 percent), with the remainder
coming from interest on investments. The District receives no propertytax income.

The District charges rates based on water usage. A base rate, which depends on water
meter size and ranges from $20 to $60 per month, is charged to cover meter reading and
replacement, billing, collection, quality testing, administration, and distribution
maintenance. The water usage charge pays for electricity to pump water, treatment
chemicals and mechanical equipment replacement. SCVWD collects a groundwater
production service charge based on the amount of groundwater pumped by each user. The
service charge is set by SCVWD to cover groundwater recharge and groundwater
management services. SMCWD passes this service charge onto each of its customers. The
District has a two- tiered rate structure for water usage with the split at five units (1 unit=
748 gallons). For each unit up to five units, customers pay $2.36 to SMCWD and for each
unit over five units, customers pay $2.81 to SMCWD. Of the amount that is paid to SMCWD,
0.66 per unit is paid by SMCWD to SCVWD.

nditure.s

Figure 6 -5: Expenditures and Revenues(FYs 06 -10)

In FY 09 -10, the 160,000
District's primary expenses 140,000
were the SCVWD

groundwater production 120,000
charge (38 percent), utilities 100,000
nine percent), management 80,000

services ( nine percent), 60,000

customer billing ( eight 40,000

percent), repairs and
maintenance ( seven

20,000

percent), meter reading
five percent), meter

analysis ( four percent),
bookkeeping ( th ree
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percent), legal services (two percent), telephone services (one percent), and operating fees
one percent)."

District expenditures and revenues over the last four fiscal years are shown in Figure 6-
5. Each year, district revenues were significantly higher than expenditures.

conitnl Ourlovr

The District plans for capital improvements for a ten year period, but does not have a
formal capital improvement plan. The District uses a "pay as you go" approach, financing
the majority of infrastructure projects out of capital improvement reserve.

The District does not estimate annual depreciation. The District has made no major
capital expenditures in the last four fiscal years (FYs 07 -10). In FY 10 -11, the District
replaced a significant portion of their pipeline system at a cost of $250,000. The District
appears to invest in its water system as needs and funding are identified.

knnn -term Debt

In 1995, the District was issued a loan from the California Department of Water
Resources for $597,458, which was used to acquire the infrastructure and the main well as
part of the District's formation. The 30 -year loan will be paid in full in 2025. Annual
payments are approximately $16,000, including principal and interest The District recently
paid off a large portion of this loan, ultimately saving over $26,000 in interest Thebalance
at the end of FY 09 -10 was $362,358, and following the prepayment, was $252,545 at the
end of FY 10 -11.

eserves

The District initially operated with little or no reserves. As part of an overall effort to
improvethe District's management and financial condition, the Board of Directors adopted
a resolution to establish a minimum emergency reserve level of $58,000. At the end of FY
09 -10 the District had a fund balance of approximately $168,546, or 14 months of
operating expenditures.

WATER SUPPLY

The San Martin County Water District, Morgan Hill, Gilroy, and West San Martin Water
Works all share the same groundwater basin. The San Martin County Water District relies
on groundwater extracted from the Llagas Sub - basin, which is managed by SCVWD. The

All revenues and expenditures areas reported by the District in unaudited financial statements for each fiscal year.
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District has the capability to pump 2,000 gallons per minute or a maximum of one billion
gallons in one year. In calendar year 2010, the SMCWD extracted 37.1 million gallons of
groundwater, or four percent of the well's maximum permitted capacity.

WATER DEMAND

Of the amount pumped in 2010, the District delivered 29.8 million gallons to metered
connections, or 80.4 percent of the amount produced. Average daily demand in 2010 was
101,643 gallons per day.

WATER INFRASTRUCTURE AND FACILITIES

The District owns and operates one well, one treatment facility, one storage tank and
5.92 miles of distribution system. Water is pumped from the well up to the treatment
facility, and then stored in the storage tank The water is treated for perchlorate and is
chlorinated.

Wells

The District owns one well with a capacity of 2,000 gallons per minute (gpm), which
was reported to be in good condition. The well was constructed in 1986 and acquired in
1990 by the District after formation. The well's capacity greatly exceeds the current
regular service demand of approximately 72 gpm. This excess capacity was designed into
the systemto ensure adequate fire flow.

The well does not have a back -up generator, because the electricity needed to operate
the existing 200 hp well pump motor requires too large a generator output to be feasible
for a small water company. Consequently,. if PG &E's service is ever interrupted, the supply
of water from the well will be disrupted. The District has considered building another well
with a smaller pump and an emergency generator as a backup water source, should the
main well ever go out of commission, due to a power outage. The project was put on hold,
while the District concentrated on repiping. A small well is expected to be put in place by
2013. It will have sufficient capacity to serve the current potable needs of the District's
service area during an emergency outage.

Water Treatment Facilities

The District's treatment facility, provided by the Olin Corporation, is adjacent to the
well site. Olin was identified as the manufacturing operation that created the perchlorate
contamination issue in South County. The treatment facility treats for perchlorate and the
treatment capacity matches the well production capacity of 2,000 gpm; it has booster
pumps to keep up with the well.
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The treatment system was monitored and operated by Olin Corporation until summer
2009, when SMCWD took over operations. In July 2008, SMCWD and Olin Corporation
approached the Department of Public Health ( DPH) for permission to discontinue
Perchlorate treatment The DPH requested that the District submit a formal application and
directed the District to continue to provide perchlorate treatment until approval is granted
by the Departmentto discontinue treatment"

Water Storage Facilities

The District currently has one 5,000- gallon storage tank, which allows the well to be
periodically shut down to promote energy savings. The tank was constructed in 1990 and
was reported to be in good condition. The District recognizes the need for more storage
capacity in the future, and an elevated site that could offer gravity flow would greatly
improve service reliability. The service area is almost entirely flat and the current water
delivery system is pressurized, making the District completely dependent on power service
from PG&E for pumping. The District has identified an elevated site within a park to the
east for a new one million - gallon reservoir tank. SMCWD plans to construct the tank with
savings, and anticipates completion of the new tank around 2020 when funds become
available.

Conveyance and Distribution Facilities

The total distribution system pipeline is 5.92 miles in length. About half of the original
80 year old system pipelines and one third of the service connections were upgraded in
1995 at a cost exceeding $1 million. The last portions of the original system were repiped
and upgraded in 2002, 2005 and 2010, from two and three inch mains to six and eight inch
ones to comply with industry standards. The western portion of the service area has a 12-
inch main. The repiping project cost the District approximately $ 414,000 between 2002
and 2010.

The system's pressure ranges from 50 to 70 psi, sometimes reaching 80 psi in lower
elevations. The system appears to have sufficient minimum pressure to meet fire
suppression requirements of 20 psi.

The distribution system's integrity is reflected in the District's rate of distribution loss
and number of breaks and leaks in 2010. The District estimates that there is less than 15

percent unaccounted for distribution loss from the point of treatment to the delivery point

California Department of Public Health, Annual Sanitary Survey Findings, San Martin County Water District. Water system
No 4300542,2010.
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to each of the connections. The rate of loss prior to the pipeline replacement project was
reportedly significantly worse. There were no main breaks or leaks in 2010.

Infrastructure Needs

The District reported that it had recently finished replacing all of the original pipes and
fire hydrants, and is in the process of replacing bad water meters as required; therefore,
there are no further infrastructure needs or deficiencies that must be addressed in the

short -term.

ital Improvement Plans

The District has two planned infrastructure improvement projects. A smaller well, that
will be able to have a back -up generator for emergency purposes, is expected to be
constructed by 2013. A new one million- gallon storage tank is projected to be completed
around 2020 when funds become available. These projects combined are estimated to cost
about $500,000.

Shared Facilities

The District shares facilities and collaborates with multiple entities:

SMCWD pays a fee to the Air Museum to use its facilities for district meetings.

The District has the potential to purchase water from West San Martin Water Works
when necessary.

SMCWD makes use of contract employees that serve other water systems in that
area as well.

SMCWD purchases supplies, such as chlorine, in bulk with other purveyors.

WATER QUALITY

Source Water

As identified in the 2005 Water Service Review, perchlorate contamination of
groundwater in the Llagas subbasin is still an issue of concern for some groundwater users.
Olin Corporation's (Olin) signal flare manufacturing plant in southern Morgan Hill, closed
since 1997, released perchlorate that affected many wells in the South County area.
Perchlorate contamination at the site occurred primarilyfrom an unlined evaporation pond
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that received wastes from the cleaning of the ignition material mixing bowls, on -site
incineration of manufacturing wastes, and accidental spills. The perchlorate leached
through the soil into the groundwater, creating a 9.5 -mile perchlorate plume in the South
County area. Perchlorate is a chemical that affects the normal function of the thyroid gland
if consumed by humans at sufficiently high doses. Water containing more than 6 parts per
billion (ppb) perchlorate is considered unsafe to drink and to cook with by the California
Department of Public Health, which has set the Maximum Contaminant Level (MCL) for
perchlorate at 6 ppb. When the extent of perchlorate contamination in the Llagas subbasin
was first delineated, perchlorate detections above the 4 ppb action level in effect at that
time were found in hundreds of wells. Some of the wells in South County initially
contaminated with perchlorate were found to have concentrations of perchlorate up to SO
ppb. Presently, only eight private wells in the County exceed California's 6ppb MCL.

The Central Coast Regional Water Quality Control Board ( Regional Board) has
regulatory oversight over the cleanup of the groundwater plume. The Olin Corporation
began soil remediation and groundwater treatment on the Tennant Avenue site in 2004.
Since that time, the Regional Board has directed Olin to perform treatment to address the
off -site perchlorate plume. Construction of the off -site groundwater extraction system is
scheduled to begin in July 2011. Perchlorate levels have decreased significantly and the
size of the plume is decreasing; however, some wells still contain perchlorate above the
MCL and remediation is ongoing. Olin continues a comprehensive well - sampling program
to monitor the perchlorate plume.

The groundwater in South County also suffers from high nitrate levels. The presence of
nitrates in groundwater is commonly associated with septic systems, livestock waste, and
fertilizer use. The District's well regularly meets nitrate level standards forpotable water.

According to DPH's Drinking Water Source Assessment, which evaluates the
vulnerability of water sources to contamination, the District's groundwater is susceptible
to potential contamination from septic tanks and chemical /petroleum processing.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report, the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns.

According to the EPA Safe Drinking Water Information System, SMCWD has had no
health or monitoring violations within the last 10 years with regard to its water treatment
system.
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SMCWD was not out of compliance with Primary Drinking Water Regulations
throughout 2010.

During its most recent inspection in 2010, DPH identified three operational concerns
regarding the Districts system and operating plans. DPH found that the District had not
collected the perchlorate mid -point sample ever since the water system began monitoring
and operating the treatment facility in summer 2009, and was therefore out of compliance
with one of the original 2004 permit conditions. DPH also directed the District to appoint a
person trained in cross connection control to carry out the cross connection program and
to establish a schedule and procedures to flush the water mains and exercise the
distribution valves.
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SAN MARTIN COUNTY WATER DISTRICT
SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

3 The estimated population of San Martin County Water District (SMCWD) is 450.

3 Little or no change in demand for water services is anticipated within SMCWD's
existing boundaries over the next 20 years with the addition of approximately three
new connections. There are currently two known proposed commercial projects
that may potentially bring additional demand.

3 There is potential for growth through expansion of the District as SMCWD is
anticipating expanding its services to eventually encompass the San Martin
community east of Monterey Road.

t A few mutual water companies have expressed interest in connecting to the
District's system. However, the potential for any water system to merge with
SMCWD is constrained by the cost of extending existing water mains, which would
be entirely borne by these small water systems with few service connections.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 SMCWD appears to have more than adequate water supply to serve existing and
near -term demand; only four percent of the District's well pumping capacity was
made use of on average.

5 The District has sufficient system capacity. Excess capacity was designed into the
system to ensure adequate fire flow.

3 Should the main well that does not have a generator ever go out of commission due
to power outage, the District does not have a backup water source. By 2013, SMCWD
is anticipating acquiring a small well with a backup generator that will serve the
current potable needs of the District's service area during an emergency outage.

3 SMCWD has minimal water storage for emergency purposes and needs additional
storage capacity to handle any interruptions in service. In lieu of the additional
storage, the District shares an intertie with West San Martin Water Works.
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The District recently finished replacing all pipes and water meters, and therefore,
the distributions system is considered in good condition, with no further
infrastructure needs o r deficiencies that must be addressed in the short -term.

Groundwater users in the San Martin vicinity face challenges related to
groundwater contamination, specifically by perchlorate and nitrate. SMCWD's
water has regularly tested within the legal limits for both contaminants and
perchlorate levels appear to be on the decline,

District management methods appear to meet certain accepted best management
practices. The District prepares a budget before the beginning of the fiscal year,
maintains relatively current transparent financial records, regularly evaluates rates
and fees, and has an established process to address complaints. It is recommended
that the District begin operating within State legal requirements when extending
services and institute a regular auditing schedule and a means to track workload
handled by the agency and its staff.

It is recommended that if the District desires to extend its boundaries to eventually
encompass the San Martin community east of Monterey Road, that the District begin
operating within State law, prepare a water system master plan, and make
projections for future water demand and storage capacity needs within this area.

The District has failed to submit its annual audit to the County for the last five fiscal
years. SMCWD could improve upon transparency and accountability by submitting
annual audits within the legally required time frame.

Financial Abilitv of Agencv to Provide Services

The District reported that the current financing level was sufficient to provide an
adequate level of service. Similar to other water providers, the District reported an
increase in delinquent accounts, as a result of the recession. SMCWD's operating
reserves appear to be adequate to handle contingencies as they arise.

SMCWD has made efforts to minimize costs and maximize efficiency by re-piping the
entire system to avoid water loss and installing accurate meters to minimize
unbilled water use.

The District plans for capital improvements for a ten year period, but does not have
a formal capital improvement plan. The District uses a "pay as you go" approach,
financing the majority of infrastructure projects out of the capital improvement
reserve. It is recommended that all water agencies have a multi -year capital
improvement program, which may be used to identify timing and funding for the
projects

SAN MARTIN COUNTY WATER DISTRICT 186



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

Status and ODDortunities for Shared Facilities

The District makes use of space at the Air Museum and shares an intertie with West
San Martin Water Works. SMCWD shares employees and supplies with other water
purveyors..

3 The District does not see further opportunities for facility sharing.

Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

The District is operating outside of State law by extending services outside of
bounds without LAFCO approval. The District should not allow any future
connections outside its bounds without first seeking LAFCO approval.

b Accountability is best ensured when contested elections are held for governingbody
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. Based on these indicators, SMCWD
appears to lack accountability and transparency to the public and regulatory
agencies. In particular, those customers that are served outside of the District are
considered disenfranchised as they cannot hold office, cannot effectively influence
rates, or vote in a district election. Additionally, the District 1) has not had recent
contested elections and two board positions are vacant, indicating a lack of
constituent interest in district activities, 2) does not have a website to keep
customers informed, and 3) has failed to properly complete annual audits and
submit the audits to the County for the last five years.

It is recommended that SMCWD, as a public agency, maintain a website where
information can be made available to the public.

Governance Structure Onton.s

Governance structure options for SMCWD include the annexation of extraterritorial
service areas and consolidation with nearby small water systems.

SMCWD is serving at least 13 parcels outside its boundaries, and with the exception of
one connection, these parcels are being served without LAFCO approval. Since 1994,
service providers have been required by law to obtain LAFCO approval to serve territory
outside their boundaries." LAFCO has informed the District about this issue and expanded

GovemmenxCode §36133
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the District's S0I to facilitate annexation of parcels receiving service outside its boundaries.
The District, however, has not applied to LAFCO to annex these areas. Annexation of these
extraterritorial service areas is an option that would promote logical boundaries. The
District should work with LAFCO to determine a means to make annexation feasible for

these property owners, perhaps by conducting several annexations at once.

A few mutual water companies (MWCs) have expressed interest in connecting to the
District's system. Specifically, Mecchi MWC and Candy Ranch MWC have considered
consolidating into SMCWD's system at one point. None of the previously mentioned
companies are within the District's current SOI. The District reported that the potential for
any water system to merge with SMCWD is restricted by the cost of extending existing
water mains and LAFCO fees, which would be entirely borne by these small water systems.
The benefits of consolidation of these MWCs into a larger water system may include
greater efficiencies of scale, reduced cost, heightened regulation by a regulatory health
agency, higher quality of service and enhanced transparency and accountability related to a
public agency. However, this may not presently be the case, given the numerous concerns
identified regarding the SMCWD's accountability and transparency, including illegal service
connections with disenfranchised customers, failure to comply with audit requirements,
board vacancies, lack of contested elections, and lack of a districtwebsite. LAFCO should

not consider expansion of SMCWD's service area favorably until these concerns have been
addressed.

Governance structure options for SMCWD include 1) consolidation of systems with
nearby small water systems and 2) annexation of current extraterritorial service
areas.
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SAN MARTIN COUNTY WATER DISTRICT

SPHERE OF INFLUENCE UPDATE

Existing Sphere of Influence Bounda

The District's sphere of influence is larger than its bounds. The S0I was last updated in
December 2007 to include parcels that had been outside of District's boundaries but were
receiving service and /or were surrounded by parcels served. Five separate areas totaling
to 173 acres were added to the District's S0I in 2007.

At the time of the S0I update, one extraterritorial connection ( APN 825 -09 -034), north
of the District's bounds east of Llagas Avenue, was not included within the expanded SOI, as
it was not contiguous to the District's bounds and had intervening parcels that were not
served.

According to the District as of 2005, it provided services to Coyote Lake - Harvey Bear
Ranch County Park at the east end of the District's service area. The area was outside of
District boundaries. LAFCO determined that there was a need to verify which facilitieswere
being served. The area was not included in the 2007 S0I expansion and was postponed to
be addressed during the next round of updates. Since that time, it has been determined
that water from that particular connection is used to provide potable water for use in a
horse trough, dog fountain, and drinking fountain at the "Bear Staging Area;' just off San
Martin Avenue within the park. The remainder of the 4,595 -acre park is served off of
county wells.

Since the District's S0I update in 2007, SMCWD has added three additional out of
bounds service connections —two outside of the District's S0I (APNs 825 -03 -001 and 825-
03 -010). These properties are outside of the District's S0I to the north— located on the
west side of Llagas Avenue adjacent to the District's SOI.

Recommended Sphere of Influence Boun

Given SMCWD's failure to come to LAFCO to annex existing extraterritorial service
areas, it is recommended that the current S0I be retained until such time as the District

complies with State law. After the annexation of current extraterritorial service areas, it is
recommended that LAFCO work with the District to determine what a logical S0I would be,
based on need and which areas can feasibly be served by existing infrastructure.

Areas that could potentially be included in a future S0I expansion consist of 1) the three
parcels. (APNs 825 -09 -034, 825 -03 -001 and 825 -03 -010) where the District is presently
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providing services outside of its existing SOI and 2) parcels that are feasibly served by
existing pipelines extending outside the District's bounds.' Established pipelines from the
period just following the formation of SMCWD extend outside of the District Those parcels
that lie adjacent to one of these pipelines outside of the District's bounds and presently
receive water through private individual wells could feasibly be connected to the District's
system and may be considered for inclusion in SMCWD's SOI in the future. Also for future
consideration, may be expanding the SOI to include nearby small water systems. In
particular, Mecchi MWC is struggling with water quality issues, and may benefit by
consolidating into SMCWD.

It is recommended that the Coyote Lake - Harvey Bear Ranch County Park continue to be
excluded from the District's SOI. The park encompasses 4,595 acres, of which a small
fraction receives potable water from the District. The County does not intend to expand
use of the water supplied by San Martin CWD to any other portions of the park.

Proposed Sphere of Influence Determinations

Present and nlanned land ucec in the area. includino ndriculturnl and oven -mace Iandc

SMCWD's service area, centered along San Martin Avenue east of Monterey Road,
covers approximately 0.71 square miles and includes an estimated 184 connections. Land
uses within the area include residential, industrial, commercial, institutional, and open
space. Land use within the District's boundaries is subject to the County's growth and
development policies relating to rural unincorporated areas as well as those policies
specific to the San Martin Planning Area. The Santa Clara County General Plan land use
designations within the vicinity of the San Martin County Water District include rural
residential with transportation uses for the South County Airport and the area adjacent to
Highway 101 and regional parklands to the east (Santa Clara County Land Use Plan August
2005). Future land use within the District is anticipated to remain similar to the present
uses.

Pre.centand nmhahle need for nuhlic farilitiec and .service¢ in the area

There is a clear and present need for SMCWD domestic water services within the
existing service area, as shown by demand for domestic water and fire flow services. The
District serves a developed area, and water services are needed to serve the existing homes
and future development on existing parcels. The present need for water service is currently
being met solely by the District.

u APNs825 -09 -031, 825 -09 -032, 825 -09 -033, 825 -09 -047, 825- 38 -006, 825 -38 -005, 825 -14 -003, 825 -14 -004, 825 -14-
005, 825 -14 -006, and 825 -14 -007.
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It is anticipated that demand for SMCWD domestic water services will remain relatively
the same within its bounds, as the area is largely built out. It is anticipated that demand for
district services outside its bounds will grow, as small water systems and single private
connections are impacted by groundwater contamination and search for alternative water
sources. The water produced at individual and shared wells frequently does not meet
drinking water quality standards. The State Department of Health is not in favor of point -
of -use treatment systems as they require significantly more oversight and must be
managed by a certified water treatment operator.

Present capacity of public facilities and adea_ uacv Of_nublic services that the a_aencv
provides or is authorized to provide

SMCWD appears to have more than adequate water supply to serve existing and near -
term demand; only four percent of the District's well pumping capacity was made use of on
average in 2010. The District has sufficient system capacity. Excess capacity was designed
into the system to ensure adequate fire flow.

Water facilities and services appear to be adequate based on State inspection reports,
recent regulatory compliance, and management methods. The primary infrastructure need
related to the SMCWD water system is a backup well with a generator for emergency
purposes. It is recommended that the District initiate formal capital planning.

Existence of anv social or economic communities ofinterest in the area if the Commission
determines that thev are relevant to the aaencv

The ratepayers have participated in purchasing the system and funding the
infrastructure upgrades for the District's water delivery system; therefore the ratepayers
have an economic interest in the services provided by the District. No other communities
of interest were identified. The SOI update will not affect the existence of any social or
economic communities of interest in the area that are relevant to the District.

The nature. location. extent, functions. and classes of services provided

SMCWD provides water services to a portion of the unincorporated San Martin
community, east of Monterey Road and centered along San Martin Avenue. The District
provides potable water from groundwater for a variety of uses, including residential,
commercial, and industrial. The District does not provide water for agricultural purposes,
nor does the District have a water conservation program. The District provides water for
fire suppression as there are no other providers in the area.
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7. PACHECO PASS WATER DISTRICT

AGENCY OVERVIEW

Pacheco Pass Water District ( PPWD) was formed in 1931 as an independent special
district that lies within both Santa Clara and San Benito Counties. The District's primary
purpose is to capture, store and release local water in order to recharge groundwater in the
area. A water service review for the District was last conducted in 2005 by Santa Clara
LAFCQ and in 2007 by San Benito LAFCQ.

PPWD lies in both Santa Clara and San Benito Counties, with 76 percent of the District
located in San Benito County. Based on the assessed value of property within the District in
each county, San Benito LAFCQ is the principal LAFCQ for determining the sphere of
influence for the District, and therefore LAFCQ of Santa Clara County is not asked to adopt
determinations for this Districts PPWD is included in this report to ensure a
comprehensive review of water service in Santa Clara County, and due to the potential for
consolidation with Santa Clara Valley Water District. However, any application for
boundary change or change of governance would be processed by San Benito LAFCQ as the
principal LAFCQ.

The principal act that governs the District is the California Water District Law." The act
empowers water districts to produce, store, transmit and distribute water for irrigation,
domestic, industrial, and municipal purposes and to provide related drainage services.
Districts must apply and obtain LAFCQ approval to exercise latent powers or, in other
words, those services authorized by the principal act but not provided by the district at the
end of 2000.

and Extent of Services

The District's function is to provide water supply for natural groundwater recharge
through reservoir storage and release. The reservoirs are designed to collect and store
local surface water from Pacheco Creek and naturally occurring runoff.

16 Assessed value of properly within the Distrirt in BY 10 -I1 in Santa Clara and San Benito Counties was $169 million and
124 3 million, mspeaively.

California Water Code §34000- 38501.

Government Code §56824.10.
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PPWD collects water and releases it to percolate downstream and raise groundwater
levels in the District The District does not treat or sell water. Electricity is not produced at
these dams.

The District does not provide services to or receive water services from other agencies
via contracts. The District also does not engage in any collaborative planning efforts. In the
2005 Countywide Water Service Review, the District reported that it was a stakeholder in
SCVWD's San Luis Reservoir Low Point Improvement Project; however, the District has
since stopped participating in the project.

Boundaries

The District is located in Santa Clara and San Benito counties. PPWD is adjacent to SR
1S6 and consists almost entirely of ranchland. Its boundary area contains 5,467 acres, of
which 4,151 acres are located in northern San Benito County and 1,316 acres are in Santa
Clara County.

Sphere of Influence

It is assumed thatthe District's existing SOI is coterminous with its boundaries and was

last updated by San Benito LAFCO, in 2007, subsequent to the adoption of the Service
Review; however, San Benito LAFCO has limited computer records prior to March 2011,
and cannot verify that an update was completed at that time. The District's boundaries and
SOI are shown in Figure 7 -1.

As the principal LAFCO, San Benito LAFCO has the responsibility of processing any
change in organization of this district. It is recommended that San Benito LAFCO and Santa
Clara LAFCQ work together to determine a process for any S01 update and /or
reorganization.
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ACCOUNTABILITY AND GOVERNANCE

PPWD is governed by a five- member Board of Directors; Directors are elected at large
for staggered four -year terms. There are currently three members on the Board of
Directors, two of whom were elected and one appointed. The board members do not
receive compensation. Current board member names, positions, and term expiration dates
are shown in Figure 7 -2.

The Board meets four times a year at 120 Marks Drive in Hollister, California. Agendas
are posted at the San Benito County Courthouse. Minutes are available upon request. The
District does not have a website, so documents are not available online.

Figure 7 -2: PPWD Governing Body

District Contact Information
Contact: Michael O'Connell, President

Address: 354 First Street, Hollister, CA95023

Telephone: 831- 637 -5548

Email /website: None

Board ofDirectors
Member Name Position Term Expiration Manner of Selection Length of Term

Michael O'Connell President December 2012 Elected 4years

Sam E. Lomanto, Jr. Director December 2012 Elected 4 years

Mark Wright Director December 2012 Appointed 4years
Vacant

Date: Four times a year.
Location: 120 Marks Drive, Hollister, CA
Agenda Distribution: Posted at the courthouse.

Minutes Distribution: Available upon request.

In addition to posting the legally required agendas and making minutes available, the
District does not undertake efforts to encourage voter participation and keep its
constituents apprised of the agency's activities. The District does not maintain a website.

If a customer is dissatisfied with the District's services, that customer may mail
complaints to the District's Office (P.O. Box 1382, Hollister, CA 95023). The President of the
Board is responsible for handling complaints. The District reported that it received no
complaints in CY 2010.
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PPWD demonstrated accountability and transparency in its disclosure of information
and cooperation with Santa Clara LAFCO. The District responded to the questionnaires and
cooperated with the document requests.

MANAGEMENT AND STAFFING

Daily operations of the District are managed by a part -time secretary who receives a
yearly compensation. She does not have set hours; and her workload is not tracked. In
addition, there are two part -time water masters who submit their hours once a year.

Given the small size of the District, there is little need for evaluations and workload

monitoring of staff. PPWD does not perform formal evaluations of overall district
performance, such as benchmarking or annual reports. However, the State Division of
Safety of Dams performs evaluations of the North Fork dam annually, and appraises the
adequacy of the dam's infrastructure and maintenance practices.

The District's financial planning efforts include an annually adopted budget. Every
special district in the state is required to file a salary and compensation report. In 2010,
PPWD filed a non - compliant report and may be facing a penalty of $5,000. The District
does not adopt any other planning documents, such as a capital improvement plan or
master plan. Capital improvement needs are identified by the watermasters during regular
inspections.

All special districts are required to submit annual audits to the County within 12
months of the completion of the fiscal year. The Board of Supervisors may approve an
alternative submittal schedule for each special district depending on revenue, but at a
minimum all districts must submit audited financial statements every five years." In the
case of PPWD, they are required to submit audited financial statements every five years.
San Benito County reported that PPWD last submitted an audited financial statement for FY
03 -04 and failed to provide an audited statement for FY 08 -09. The District reported next
audit is planned to be completed through FY 11 -12. Additionally, PPWD is required to
annually submit unaudited financial statements to the County. These financial statements
lack clarity, and could be greatly improved to enhance transparency and accuracy.

79

California State Controller's Office, Noncompliant Counties, Cities and Special Districts,
httm / /sco ca gov/noncomnliant renorts html

80Government Code §26909.
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POPULATION AND PROJECTED GROWTH

The estimated population of Pacheco Pass Water District is 863.

The District reported that it was difficult to determine whether demand had changed in
recent years, as it does not track the amount of groundwater pumped by each landowner,
groundwater levels, or the amount of water released through the dams.

Although no formal population or demand projections have been made by the District,
PPWD anticipates no growth in service demand and possibly even a decline in demand. The
District reported that this decline in groundwater use was likely due to the increase in use
of surface water from the San Luis Reservoir for agricultural purposes.

FINANCING

Financial Adequac

The District reported that its financing levels were not adequate to deliver services.
Funds are not sufficient to complete capital improvements on the dams as recommended
bythe State. Additionally, the District has been unable to cover annual operating costs with
regular revenue sources and has been forced to draw down reserves. There is a concern
that once the reserve accounts are depleted the District will not have enough funds for its
operating and capital expenses and will have to either be dissolved or consolidated with
another agency, such as San Benito County Water District or Santa Clara Valley Water
District

Revenue Sources

PPWD operates out of a single fund for all revenue sources.

The District's total revenues for FY 10 -11 were $25,094. Revenue sources included
income from property taxes (98 percent) and interest revenue (two percent). The Pacheco
Pass WD's primary source of revenue is propertytax with a small portion of revenues from
interest earned on investments. The District does not charge user fees.

Although, the District's territory within San Benito County has a greater assessed value
than the portion in Santa Clara County, the District is presently receiving a majority of its
property tax revenue from the territory in Santa Clara. County (68 percent). The San Benito
County Auditor's Office reported that since at least prior to the early 1990s, the District was
not receiving revenue for any portion of the incremental property tax, and has only been
receiving a Flat property tax amount ($8,609.13 net ERAF), which does not change from
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year to year. San Benito County is unsure why this occurred and is still researching the
issue!'

nditures

The District's expenditures in FY 10 -11 were $24,311. Expenditures were composed of
dues and fees (53 percent), salaries (33 percent), insurance ( nine percent), payroll taxes
three percent), office expenses (one percent) and administration (one percent). Dues and
fees are paid to the State for dam inspections. The District does not purchase water.

Figure 7 -3: Expenditures and Revenues ( FYs 09 -11)

District expenditures and $ 40,000
revenues over the last four fiscal 35,000
years are shown in Figure 7 -3.
Revenues have remained 30,000
relatively stable over this period. 25,000
Expenditures exceeded district 20,000
revenues in FYs 07 -08 and 08- ts,000

09, but remained within 10,000
revenues in subsequent years. It 5,000
should be noted that the

District's financial reporting
0

lacked clarity and double
counted income from FY 08 -09

in FY 09 -10" Corrected figures
are shown in Figure 7 -3.

Canital Outlove

Revenues n Expenditures

The District does not plan for capital improvement needs. Historically, small capital
improvements have been financed entirely through the District's annual revenues and
reserves. As can be seen from the breakdown of expenditures, the District did not make
any capital outlays in FY 10 -11.

Similarly, over the last four years ( FYs 07 -11), the District has had no capital
expenditures. Over that same period, annual depreciation of district -owned assets is
unknown, as the District has not completed an audit where depreciation is approximated.
However, it is apparent that the District's capital outlays have not covered depreciation of

8 Interview with Janet Norris, San Benito County Assessors Office, August 26, 2011.

Correspondence with Janet Norris, San Benito County Assessor's Office, September 10, 2011.
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district -owned assets, indicating an inadequate level of capital reinvestment to cover
depreciation.

Lonn -term Debt

The District did nothave anylong -term debt atthe end of FY 10 -11.

Reserves

The District has two reserve funds in the form of Certificates of Deposit (CD). However,.
PPWD has been unable to make additions to these reserves for the last few years. In fact,
the District frequently draws from both funds to pay the State dam inspection fees. The
interest income earned on these funds has declined from about eight percent in the past to
approximately one percent currently. The combined balance of the CDs at the end of 2010
was approximately $89,576, which equates to approximately 44 months of operational
expenditures.

WATER SUPPLY

PPWD does not purchase any water or charge any user fees. Its primary purpose is to
capture, store and release local surface water in order to recharge the groundwater in the
area. The District's reservoirs are designed to collect and store local surface water from
Pacheco Creek and naturally occurring runoff. Under a 1946 water right, the District can
take up 7,250 AFA from the North Fork of Pacheco Creek, tributary to the Pacific Ocean via
the Pajaro Riverbetween October 1 and June 1 of each year.

WATER DEMAND

Water is released from the dams into Pacheco Creek from April to October each year.
The amount and timing of the water releases depends on the weather and is based on the
watermaster's experience and judgment. According to the District's water rights, there is
no minimum Flow that is required to be maintained in the creek The District does not
track the amount of water released from the dams.

WATER INFRASTRUCTURE AND FACILITIES

PPWD's infrastructure consists of two dams and their adjacent reservoirs. Water is
collected between October and April in the two reservoirs. When needed, water is released
from the reservoirs through the dams into Pacheco Creek, and allowed to naturally
percolate into the groundwater.
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Water Storaee Facilities

The Los Viboroas Dam is reportedly in good condition and has the capacity to store 500
acre -feet of water. The Los Viboroas Dam is not inspected by the State Division of Safety of
Dams, due to its size, but instead is regulated by the County.

The North Fork Dam was built in 1936 and has a capacity to store 6,000 acre -feet of
water. The North Fork Dam was also identified as being in overall good condition, with the
exception of the spillway.

The Los Viboroas Dam is located in San Benito County, and the North Fork Dam is
located in Santa Clara County. The District reported that no improvements to its
infrastructure had been completed in the last five years.

nfrastructure Needs

The spillway wall at the North Fork Dam gave out several years ago and the District
made temporary repairs, which are sufficient in the short -term. The Division of Safety of
Dams, during its dam inspections, has identified a need to replace the spillway wall in the
long -term, which is estimated to cost approximately $474,000. The temporary repairs that
the District previously completed are adequate in the meantime, and the spillway is
operational. The Dam is not in violation of requirements, but the District will need to find
funds to complete the spillway replacement at some point in the future. These
improvements are not ahigh priority presently, as the spillway is rarely used. However,
when it does become necessary to make the repairs, the District does not anticipate that it
will have adequate funds.

Other infrastructure needs identified during the most recent dam inspection include
removal of all vegetation growing out of the construction joints of the concrete lined
upstream slope and spillway exit channel "

Capital Improvement Plans

The District currently does not have any specific capital improvement planned, due to a
lack of funding for necessary improvements.

DWR Division of Safety of Dams, Inspection . ofDam and Reservoir in Certified Status, June 1, 2011.
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Shared Facilities

The District does not share its facilities with other agencies and does not see any
opportunities to do so in the future.

GOVERNANCE ALTERNATIVES

Reorganization options for PPWD include 1) consolidation into San Benito County
Water District (SBCWD), 2) consolidation into Santa Clara Valley Water District ( SCVWD),
3) consolidation of the District's territory in each county into the respective water district
or 4) a joint powers authority or other collaborative agreement between the affected
agencies.

PPWD consists of territory in both Santa Clara and San Benito Counties, and water
districts completely overlap PPWD in each of these counties — SCVWD in Santa Clara and
SBCWD in San Benito. Both SCVWD and SBCWD are responsible for groundwater
management, including groundwater recharge, in their respective counties, which
duplicates the services offered by PPWD; however, neither district provides groundwater
recharge services within the PPWD boundaries. Additionally, PPWD faces the challenge of
minimal property tax revenues combined with significant capital needs at the North Fork
Dam. PPWD has indicated an interest in reorganizing with a larger more established
agency with greater financial resources that could fund the necessary capital
improvements and continue the groundwater recharge services currently provided. Both
SCVWD and SBCWD have indicated interest in some kind of collaborative solution to this

issue. The continued operation of the North Fork Dam and groundwater recharge into the
Pacheco Suhbasin is in the interest of both agencies.

As a majority of PPWD's territory lies within San Benito County, there is the potential
for PPWD to consolidate with SBCWD, with SBCWD as the successor agency. The PPWD
territory within Santa Clara County could not be annexed into SBCWD, as the District's
boundary is defined as the area within the County of San Benito by its enabling act, similar
to SCVWD 14 SBCWD would operate and maintain the North Fork Dam in Santa Clara
County, which largely benefits downstream users in San Benito County, outside of its
boundary. SBCWD is empowered to "cause such waters to percolate into the soil within or
without the district "" The transfer of property tax revenue in San Benito County to the
successor agency would be negotiated by the County on behalf of the district In this
scenario, SBCWD would operate the dam in Santa Clara County outside of the District's
bounds withoutproperty tax revenue from the Santa Clara portion of PPWD.

San Benito County Water Conservation and Flood Control District Act §70 -2

San Benito County Water Conservation and Flood Control District Act §70 -4.
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Since the largest of PPWD's darns is located in Santa Clara County, an option may be for
PPWD to consolidate with SCVWD, with SCVWD designated as the successor agency.
Because SCVWD's boundaries are defined in the principal act as being the exterior lines of
Santa Clara County, the area within PPWD's existing boundaries in San Benito County
cannot be annexed into SCVWD, unless the enabling act is adjusted by the legislature.
SCVWD is not precluded from protecting water sources outside of the County or its
boundaries, but the water must flow into the County.' SCVWD may also obtain, retain, and
protect water outside its bounds, but it must be used for beneficial uses within the
District." As the water from Pacheco Creek flows out of Santa Clara County into San Benito
County, SCVWD may not operate the PPWD Los Viboroas Dam in San Benito County outside
of its bounds. SCVWD is empowered to distribute water to areas outside of its boundaries.
Therefore, SCVWD may operate the North Fork Dam and release water out of the dam for
distribution downstream and percolation into the groundwater in both Santa Clara and San
Benito Counties. However, with this scenario, a means for reimbursing SCVWD for the
benefit to downstream properties in San Benito County would need to be identified.

Another option may be the consolidation of PPWD's territory in each county into the
respective water district, and the joint financing of operations and capital improvements at
the North Fork Dam by SCVWD and SBCWD. Given that SCVWD cannot annex the territory
in San Benito County, and annexation of territory in Santa Clara County by SBCWD would
create an overlap of similar service providers, this option may be the most practical and
feasible. This option would require SCVWD and SBCWD to determine a means to jointly
finance the necessary dam improvements and continued operations. Similar to the other
two options, the transfer of the property tax revenue would be negotiated by the two
Counties on behalf of the district.

The final option may be retaining the current governance structure, with PPWD
continuing operations, and SCVWD and SBCWD assisting PPWD with financing for the
necessary capital improvements through some form of joint financing agreement. The
affected agencies would need to determine the appropriate structure for this arrangement.
The benefit of this option would be continued local control through PPWD; conversely,
through the other governance structure options previously discussed, constituents would
benefit from the enhanced transparency and professional management offered by either
SCVWD or SBCWD.

In summary, there are several concerns regarding the financing, operations and
management of PPWD, including a lack of necessary revenue to complete essential capital

Santa Clara Valley Water District Act §2.

Santa Clara Valley Water District Act §4 (c) (1).

Santa Clara Valley Water District Act §4 (c) (6).
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improvements, lack of transparency and clarity in financial statements, inaccuracies in the
District's accounting and State reporting, failure to submit a timely audited financial
statement to the County, lack of a website to inform constituents of district activities and
functions, a lack of a means to track operations and water flows at the dams, extended
board vacancies and a lack of contested elections. Additionally, there is a concern
regarding how property taxes in San Benito County are allocated to the District. Santa
Clara LAFCO will forward this information to San Benito LAFCO for follow -up on these
issues and use in the next SOI update, as San Benito would be responsible for processing
any change in governance.
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B. GUADALUPE- COYOTE RESOURCE

CONSERVATION DISTRICT

AGENCY OVERVIEW

Guadalupe- Coyote Resource Conservation District ( GCRCD) was formed as an
independent special district in 1944. At that time, the District was named the Evergreen
Soil Conservation District and was formed to conduct research in, and to advise and assist

other agencies and private individuals in the field of land use planning, pollution control
and the conservation of soil, water, woodlands, wildlife and other natural resources.
Originally, the District served territory in the northeastern portion of the County. In 1971,
pursuant to an expansion of the districts' soil and water resource conservation mandates,
California renamed the soil districts ` Resource Conservation Districts ". Their expanded
powers included related resources, such as fish and wildlife habitat. In 1977, the District
annexed the Black Mountain Soil Conservation District which had been organized in 1943.
The Black Mountain territory included the northwestern portion of Santa Clara County. It
later expanded to include land south to the Loma Prieta Mountain and the Loma Prieta Soil
Conservation District boundary. The combined districts were known as the Evergreen
Resource Conservation District. Most urban areas at that time were excluded from the

District, as were Stanford University lands. In 1995, the Evergreen District was renamed
the Guadalupe- Coyote Resource Conservation District to avoid confusion with the
Evergreen area and enterprises using the name of Evergreen, the name also better
reflected the District's watershed component. A Countywide Water Service Review, in
which this District was included, was last conducted in 2005.

The principal act that governs the District is Division 9 of the California Public
Resources Code. The principal act empowers resource conservation districts to control
runoff, prevent and control soil erosion, protect water quality, develop and distribute
water, improve land capabilities, and facilitate coordinated resource management efforts
for watershed restoration and enhancement90 Resource conservation districts may
promote "conservation practices, including, but not limited to, farm, range, open space,
urban development, wildlife, recreation, watershed, water quality, and woodland, best
adapted to save the basic resources, soil, water, and air of the state from unreasonable and
economically preventable waste and destruction." Districts must apply and obtain LAFCO

Public Resources Code §9001 et seq.

90 Public Resources Code §9001.
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approval to exercise services authorized by the principal act but not already provided (i.e.,
latent powers) by the district at the end of 2000."

and Extent of Services

GCRCD is a non- regulatory agency with the mission of achieving conservation of
resources. The District has established a series of long range goals with relation to
watershed, floodplain, riparian corridor and land management, waterway protection and
restoration, habitat preservation, erosion prevention, invasive species control, and
scientific studies, education and information. These goals are detailed in the District's Long
Range Plan.

The District anticipates that efforts to achieve long -range goals will require numerous
tasks that will be identified in detail in the District's annual plans and tracked in annual
reports. Projects GCRCD has or intends to sponsor, directly provide, or partner with other
organizations to provide the following:

Watershed Management: GCRCD aided in the establishment of the Santa Clara Basin
Watershed Management Initiative.(SCBWMI). The SCBWMI goals include developing
a stakeholder process for effectively managing the watershed, thus improving their
natural functions and reducing negative impacts to basin water bodies and
improving their beneficial uses. The District participates in the Core Group and a
number of the subcommittees. It has also been collecting and accumulating stream
and anadromous fish- related data and provides this data to the initiative.

Flood Plain Management: The District encourages agencies to establish sensible
floodplain management policies. The District contributed to the Urban Creek Flood
Control Restoration Project on the Lower Silver Creek in conjunction with NRCS and
SCVWD. GCRCD proposed that an alternative to cementing the channel be found.
The District is in the process of providing comments on the Guadalupe River Flood
Control Projects. The District is also reviewing the Mid - Coyote Flood Control
Project that is being launched.

s Waterway Protection & Restoration: The District aims to preserve the natural or
quasi natural areas along waterways and restore the degraded sections.: The
District is reviewing projects to ensure habitat preservation and restoration on the
Reach 6 and Reach 10b flood control projects of the Upper Guadalupe. The District
also provides financial support to the Santa Clara Creeks Coalition and assists with
their annual conference. Additionally, the District is participating and assisting in
the Save the Bay movement.

91 Government Code §S6824.10.
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Scientific Studies /Education: GCRCD has been collecting data on environmental
conditions of waterways for over 15 years. The District has also collected tissue
samples from anadromous fish and provided them for laboratory analysis. The
District has worked with local high schools on salmonid education and stream
monitoring programs and soil judging programs. The District plans to continue
sponsoring Applied Fluvial Geomorphology classes, and stream restoration classes
to educate professionals and others in methods of river restoration. The District has
held educational classes at the museum and lyceum.

2 Creek Cleanups: The District assists with creek clean ups for the American River
Cleanup Day and Ocean Cleanup Day.

Vegetation /Habitat Preservation: The District works to preserve habitats for special
status species and to educate the public on the importance of species diversity and
the protection of habitat for all species. The District reported that it is trying to
establish a large butterfly protection area in the northeastern portion of the County.
The District is in the process of providing comments on the Santa Clara Habitat
Conservation Plan.

Farm /Range Land Management: The District participates in a collaborative San
Francisco Bay Area Livestock and Land program proposed by Ecology Action. The
goal of the program is to reduce the negative effects of livestock non -point source
nutrient, pathogen and sediment pollution by implementing Best Management
Practices in TMDL, 303(d) and other priority watersheds draining into the San
Francisco Bay. Ecology Action applied for funding through the EPA for this project,
but was not awarded the grant.

Native Species Information: The District is working on gathering historic accounts of
native species and to document present accountings of these species. It is working
with SCBWMI to assure the most accurate listings and historic accounting of native
species possible.

Collaboration

Many of the conservation agencies work closely together to promote communication,
coordination and greater leveraging of resources. Like many other RCDs, GCRCD operates
under Memorandums of Understanding (MOUs) with the U.S. Department of Agriculture
and the State of California. The latter agreement recognizes a commitment from the State
in aiding administration, coordination, financing and delivery of the conservation programs
through local conservation districts. Through another cooperative work agreement,
GCRCD, NRCS, the California Association of RCDs, and the California Department of
Conservation agree to share information and resources, when available, to capitalize on
synergies in program effectiveness and reduce duplication of efforts and contradictory
mandates.
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The District was previously recognized for working with NRCS and acquiring funds to
restore the Silver Creek Through NRCS, the District also provides assistance to land
owners in methods of erosion prevention, land management issues, range improvement,
grazing methods and schedules, landscaping and resource conservation.

GCRCD works and partners with other agencies, local governments and organizations.
The following is a partial list of agencies and organizations the District is working with:

California Department of Fish and
Game

California Native Plant Society

Children's Discovery Museum

City of San Jose

City of Sunnyvale

City of Santa Clara

Clean South Bay

Fisheries and Aquatic Habitat
Collaborative Effort

Friends of Calabazas Creek

Los Gatos High School

Natural Heritage Institute (NHI)

National Marine Fishery Service
NMFS)

Pacific Coast Federation of

Fishermen (PCFFA)

Pioneer High School, Regional
Water Quality Control Board
RWQCB)

San Jose Conservation Corps, San
Jose Flycasters, San Jose Police
Department

San Jose Parks Department San
Francisco Estuary Institute (SFEI)

Santa Clara Basin Watershed

Management Initiative (SCBWMI)

Santa Clara County Board of
Supervisors

Santa Clara County Urban Runoff
Pollution Prevention Program

Santa Clara Valley Audubon

Society, Santa Clara Valley
Manufacturer's Group

Santa Clara Valley Water District
SCVWD)

Silichip Cinook Salmon &

Steelhead Restoration Group

Stanford University- Hopkins
Marine Station, Streams for

Tomorrow

Technical Museum of Innovation,
Toxics Coalition

Trout Unlimited, United Anglers,
University of California Bodega
Bay Marine Laboratory

Urban Creeks Council- South Bay
Chapter /Friends of the Guadalupe
River
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U.S. Army Corps of Engineers, U.S.
Environmental Protection Agency -
Region 9 (EPA)

U.S. Fish & Wildlife Service

USDA Natural Resource

Conservation Service

Western Waters Canoe Club

West Valley Clean Water Program

Wildland Hydrology

Since the makeup of land and demands for service between GCRCD and Loma Prieta
RCD are different collaboration with the Loma Prieta RCD has not been extensive. There

have been soil judging contests in years past, but only on a yearly basis.

Service Area

GCRCD serves the northern portion of Santa Clara County extending from north of
Morgan Hill to the San Francisco Bay. Within the boundaries are portions of the cities of
San Jose, Palo Alto, Los Altos, Los Gatos, Saratoga, Los Altos Hills, Cupertino, Campbell,
Milpitas and Monte Serena. Much of the urban area within the northwestern portion of the
County is excluded from the District's boundaries; however, this is where many of the
District's services are focused.

At the outset, urban areas were, for the most part, left out of the districts' boundaries
because district purposes, at that time, were directed towards agriculture and soil
conservation. In 1971, the soil conservation districts' mandate was expanded legislatively,
at which time they were renamed resource conservation districts. The GCRCD's focus has
transitioned to stream protection, because of the impacts of urbanization and construction
activities on aquatic resources, water quality, and riparian areas. Consequently, the District
is presently providing more services in the urban centers, outside of its bounds. The
District's primary revenue source is property taxes, which it receives from only those lands
within its bounds. The District provides a majority of its services within the cities outside
of its bounds without compensation.

The District reported that it would like to enhance services in the northeastern area of
the County, but would need more personnel and volunteers to extend services out towards
Alameda County.

Services to /from OtherAaencies

The District does not provide services to or receive services from other public agencies
under contract. The District does, on occasion, receive support from contract technical
consultants when reviewing development projects.
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Boundaries

The Evergreen Soil Conservation District originally covered about 10,000 acres on the
northeastern side of the Santa Clara Valley, largely the Silver Creek Watershed. It later
expanded to include most of the land on the eastern side of Santa Clara Valley which
included a large portion of the Coyote Creek Watershed just north of Morgan Hill. The
District boundary extended to the Alameda and Stanislaus County lines, excluding then -
urban incorporated lands.

In 1977, the Evergreen RCD merged with the Black Mountain District The Black
Mountain Soil Conservation District was organized in 1943 to cover about S,S00 acres of
the Clabazas Watershed on the western side of Santa Clara Valley. It later expanded to
cover most of the hill land on the western side of the valley from just south of the San
Mateo County line to Loma Prieta Mountain and the boundary of the Loma Prieta Soil
Conservation District Mosturban territories and Stanford Universityland were excluded.

Currently, the District encompasses S6S square miles. The boundaries include most of
the hilly and mountainous land surrounding the Santa Clara Valley on the eastern side. The
narrow part of the valley north of Morgan Hill, and the southeastern portion of the valley in
the Cityof San Jose are included. Much of the urban area of the northwestern portion of the
County, mostly lying within the low, flat land section of the Santa Clara Valley is not in the
District

The boundary on the western side of the valley lies just below the San Mateo County
line extending to the Santa Cruz County line and southwest to Loma Prieta and the Loma
Prieta Conservation District boundary. The middle urbanized portion of Santa. Clara County
is not included in the District

The eastern part of the District includes the Diablo Mountain Range extending to the
Stanislaus and the Alameda county lines. The District territory extends southeast from
Alameda County line to the Almaden, Calero and Coyote Creek ending just north of
Anderson Reservoir. The District's bounds are shown in Figure 8 -1.

Provider Overlon

The District's bounds overlap with Santa Clara Valley Water District, which covers the
entire county and provides similar resource conservation services.

SCVWD provides technical support and spearheads regionalized watershed
stewardship and groundwater quality protection campaigns. It aims to protect and
improve watersheds, streams, and natural resources, and promotes awareness of creek and
bay ecosystem functions. Additionally, SCVWD watershed conservation programs are
largely focused on northern Santa Clara County which lies within the Santa Clara Basin —
through which the County's surface water supplies flow. Similarly, GCRCD focuses on
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watershed protection by primarily providing comments on developments and projects
along creeks and rivers, and engaging in some stewardship activities. It encourages
environmental responsibility and attempts to educate the public and relevant parties about
the importance of preserving natural habitat and watershed issues. Similar to SCVWD's
efforts on watershed stewardship issues, the RCD's efforts are focused on the northern part
of the County. This overlap has occurred due to SCVWD's evolving role in in flood control
and watershed stewardship services. Unlike SCVWD, GCRCD can act as a conduit for non-
competitive federal funds th rough the N RCS that are not available to SCV W D.

Sphere of Influence

The District's Sphere of Influence is coterminous with its bounds and was last updated in
2007.
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ACCOUNTABILITY AND GOVERNANCE

GCRCD is governed by a five - member Board of Directors. Directors are appointed by
the County Board of Supervisors for staggered four -year terms. New directors are provided
with an orientation. There are currently five members on the Board of Directors. Board
members do not receive compensation for services, with the exception of reimbursement
for training and associated expenses to attend conferences, which is a part of educating
board members on relevant issues. Current board member names, positions, and term
expiration dates are shown in Figure 8 -2.

The Board meets on the second Wednesday of every month at six in the evening at the
District office. The Agenda is publicly posted at the county building the Friday before the
Board Meeting and on the entry doors to the Bank of the West building where meetings are
held. Minutes are available upon request. Agendas are written with the approval of the
President.

ni.ctrirt rnntnrt

Contact: Nancy Bernardi, Office Manager
Address: 888 North 1st Street, Room 204, San Jose, CA 95112
Telephone: 408-288-5888

Fax: 408 - 993 -8728

Email /website: crcdPl2acbell.net

Board ofDirectors
Member Name Position

Vacant Director

Margaret Giberson Director

James Moore Director

David Crites Director

Roger Castillo Director

Term Expiration
December 2012

December 2012

December 2012

December 2014

Manner of Selection

Appointed
Appointed

Appointed
Appointed

Date: Second Wednesday of every month at6:00pm.
Location: District office.

Agenda Distribution: Posted onwebsite.
Minutes Distribution: Available upon request and posted on website.

Length of Term
4 years

4 years

4 years

4 years
4 years

In addition to the legally required posting of agendas and making minutes available, the
District undertakes several outreach and educational programs in an effort to keep
constituents informed of services provided and district activities. As previously mentioned,
the District teaches salmonid education, stream monitoring programs, and soil judging
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programs in local high schools and the Lyceum. It also sponsors classes on stream and river
restoration. The District maintains a website where some information is made available to

the public.

If a constituent is dissatisfied with the District's services, they may submit a complaint
in written or oral form. The operations manager tries to address complaints or requests as
soon as passible. If a complaint were not handled to the constituent satisfaction, it would
be passed on to the Board. There was one complaint in 2010 from a developer that did not
appreciate criticism regarding a potential development. The complaint was resolved prior
to handing it off to the Board.

GCRCD demonstrated accountability and transparency in its disclosure of information
and cooperation with Santa Clara LAFCO, The District responded to the questionnaires and
cooperated with the document requests.

MANAGEMENT AND STAFFING

The District's personnel policies are based on the California Association of Resource
Conservation Districts tools and suggestions. The District has one full -time staff and
supplements services with part -time staff and contract consultants as needed. The District
is managed and operated by the operations /office manager who reports to the president of
the Board of Directors. The employee also receives direction from the president and
accommodates other board members in their requests. The operations /office manager is
the district filing official, board deputy clerk, board recording secretary ( agendas and
minutes), and the board secretary. The manager performs several other functions required
for the operations of the District.

The District does not track the operations manager's workload through timesheets. The
manager gives monthly staff reports at Board meetings and other reports as necessary.
The manager also updates the Board through the agenda for monthly meetings, enabling
board member discussions on the operations of the District, any District needs and any
potentially new district activities. All staff work is performed under the direction of the
President and the Board. The President of the Board is the staff supervisor and an
executive who may make decisions without board meetings, if needed.

Employee evaluations are not performed regularly; however, it is one of the District's
goals to initiate regular reviews. Personnel policies state that written employee
performance evaluations will be done by the Board of Directors within one year of
employment and annually thereafter on the review anniversary for all GCRCD employees. If
the evaluation is satisfactory, appropriate action may be taken to adjust the employee's
salary. The most recent staff evaluation took place about a year and a half ago.

The operations and productivity of the District are evaluated during annual plan and
long range plan discussions. Ongoing issues, such as stream restoration, are discussed
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monthly. The District does not have adopted criteria to determine successful completion of
a project.

To improve its operational efficiency, the District reported that it has looked into hiring
part -time staff.

The District's financial planning efforts include an annually adopted budget and
financial statements that are audited on a biennial basis. The District does not conduct

capital improvement planning as it neither owns nor shares any facilities.

All special districts are required to submit annual audits to the County within 12
months of the completion of the fiscal year, unless the Board of Supervisors has approved a
biennial or five -year schedule. In the case of GCRCD, the District must submit audits every
three years. The County reported that GCRCD has complied with these requirements.

The District's other planning documents include a long range plan for the years 2010-
2015, an annual work plan and annual report. The District sets and adopts goals through
its long range and annual work plans. Division 9 of the Public Resource Code outlines the
functions of the long range plan and annual work plan." The District could improve upon
its long range plan and annual work plan by ensuring that they embody the functions
outlined for these plans in the Public Resource Code.

POPULATION AND PROJECTED GROWTH

Based on CIS analysis of 2010 census data, GCRCD has a population of approximately
300,577.

ABAG projects that the population of Santa Clara County will grow by 33 percent by
2035, with an average annual growth rate of 1.2 percent countywide. ABAG's population
projections for 2010 were slightly higher than the actual population reported in the 2010
Census. Population projections have been adjusted assuming ABAG's projected rate of
growth from the 2010 Census population. The unincorporated areas of the District are
projected to have an average annual growth rate of 0.7 percent, while the cities are
anticipated to have average annual growth of between 0.8 and 1.7 percent. Based on these
projections, the District will have an estimated population of 35 5,3 55 in 2035.

Generally, population growth within the District is expected to be modest and consist of
infill rather than new development. Northern Santa Clara County is highly dependent on
the quality of its local surface water sources as well as groundwater recharge opportunities

Government Code §26909.

Public Resources Code §9413.
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and flood protection along the creeks. Although population growth may not be significant
overall, as land use intensifies in the region, there will be an increased demand for services
related to conservation and watershed stewardship. The District's demand for services will
most likely further increase as the cities undergo further urbanization and increase urban
runoff, litter and manmade structures affecting water quality and wild life, thus creating a
greater need for conservation programs and new development project reviews.

GCRCD reports that it does not make formal population projections, as population
growth does not directly impact the level of demand for the District GCRCD currently
forecasts its service needs through its long range plan. The District reported that it has
experienced an increase in demand in recent years, as it has started new types of projects
and had several documents and projects to evaluate.

Specific planned and proposed developments within the District include the Brookside
Development on Guadalupe Mines Road along Guadalupe Creek, which is planned to
consist of hundreds of dwelling units and the Ross Creek Reserve in Los Gatos consisting of
eight to 12 condos.

The District reported that it reviews and provides comments on planned and proposed
developments within and outside its boundaries. GCRCD does not maintain a set of its own
policies by which to evaluate these potential projects, but instead aims to ensure the all
projects are consistent with the conservation related policies of the various local, state and
federal agencies. Additionally, the District bases its comments on any potential negative
environmental impact identified by consultants and /or biologist reviews of the project and
habitat. The District does not maintain a list of its own policies or standards to guide
district comments and evaluation of proposed projects and ensure consistency between
reviewers and projects.

FINANCING

Financial Adeauac

GCRCD reported that the current financing level was generally inadequate to provide
services. Current funding reportedly only covers basic services provided by the District.
The District identified a need for increased grant funding in order to enhance its level of
services and better fulfill its mandate. Two challenges to financing were identified: 1) the
exception of the repeal of Proposition 1A, which required California agencies to pay eight
percent of their property tax income with the expectation that it will be paid back in 2013
and 2) the District is providing services outside of bounds without compensation or
property taxes from the area.
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GCRCD has made attempts to minimize expenses by being more conscientious of costs
and performing cost comparison analyses when hiring personnel. To enhance cost savings,
the District also practices cost sharing with SCVWD for consultants.

Revenue Sources

GCRCD is funded by its share of the one percent property tax ($170,106 in FY 09 -10), as
well as interest income ($2,258 in FY 09 -10). The District's property tax share for FY 09 -10
was 0.58 percent

GCRCD does not charge fees for its services. A potential revenue source may be fees for
technical services that other RCDs have implemented. Under Division 9 of the California
Public Resources Code, RCDs are permitted to function to a certain degree as enterprise
districts, because they are empowered to charge reasonable fees for services rendered to
individuals and agencies." Other RCDs that charge fees for services generally provide
contract services to the County or other agencies. GCRCD has considered charging fees, but
no concrete steps had been taken as of drafting of this report.

The District is also actively applying for grants to enhance its financing. level. GCRCD
applies for multiple grants as a single agency and through collaborative partnerships. It
recently applied for an EPA grant butthe application was denied.

Expenditures

District expenditures in FY 09 -10 were $155,404, and were mainly comprised of
salaries (42 percent), watershed project expenses ( 25 percent), trust fund disbursements
nine percent), building lease (seven percent), federal payroll taxes (four percent), contract
services ( two percent), equipment and furniture ( two percent), bank and FDIC insurance
charges ( two percent), and property tax administration fees, phone /web, insurance, and
office supplies .(one percent each). State unemployment, worker's comp, resource library,
project and programs, education expenses, workshops and conferences, membership dues,
printing and reproduction, and miscellaneous food and refreshments constitutes less than
one percent each of the total revenue.

90 Pubhc Resources Code §9463 S.
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Figure 8 -3: Expenditures and Revenues ( FYs 08 -10) .

The District's revenues and $ 250,000.00
expenditures over the last three

years are shown in Figure 8 -3. $200,000.00
Revenues have generally
declined since FY 07 -08, while

expenditures peaked in FY 08- $150,000.00
09, and exceeded revenues. $ 100,000.00
Higher expenditures in FY 08 -09
were attributed to watershed $

50,000.00
capital improvement services
and contract services.

0.00

Canital Outlnvr

Revenues • Expenditures
The District does not own or

maintain any fixed assets; however, it expends money every year on watershed capital
projects towards plan evaluations and consultant fees. In FYs 08, 09 and 10, GCRCD spent
42,282, $103,955 and $39,552 respectively for these projects. The projected expenditures
for watershed projects in FY 10 -11 was approximately $50,000.

Lnnn -term Debt

The District had no longterm debt at the end of FY 09 -10.

Reserves

The District has an informal policy to set aside some money annually net revenues
carry over to the following year. At the end of FY 09 -10, the District had a cash fund
balance of $274,889, which equates to almost 28 months of operating expenditures for the
District.

WATER INFRASTRUCTURE AND FACILITIES

The District currently does not own or maintain any facilities and consequently does
not have any infrastructure needs or deficiencies attributed to district -owned assets.
Instead, the watersheds in the area may appropriately be referred to as district
infrastructure, as they define the demand for district services.
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Watershed Stewardship Infrastructure

While the District does not own facilities with regard to watershed stewardship, its
bounds include at least a part of four distinct watersheds that drain to the San Francisco
Bay —the Lower Peninsula, West Valley, Guadalupe, and Coyote watersheds.

Infrostructm-e Needs

All of these watersheds once supported large runs of salmon and steelhead trout. Due to
severe human impacts over the years only token salmonid runs exist today, and unless the
trend is reversed, these fish could become extinct in the not too distant future.

The District reports that virtually all waterways in these watersheds are severely
impacted by development, water diversions, dry backs, dams, instream percolation, flood
control projects, pollution, and vegetation removal, especially in the lower reaches of Santa
Clara Valley. Water bodies within GCRCD that are significantly affected by pollutants and
classified as impaired include Alamitos Creek, Calera Reservoir, Coyote Creek, Guadalupe
Creek, and Guadalupe Reservoir. Guadalupe River, which is also an impaired water body, is
located outside of the District's boundaries, but surrounded bythe District Alamitos Creek,
Calero Reservoir, Guadalupe Creek, and Guadalupe Reservoir are impaired by mercury and
have a medium priority level as determined by the San Francisco Bay Regional Water
Quality Control Board. Coyote Creek is impaired by diazinon and has a high priority level.
Guadalupe River is impaired by both, mercury and diazinon, which have priority levels of
medium and high, respectively.

Capital ImDrovementplans

The District does not have any capital plans related to these impaired water bodies, but
instead evaluates projects as they are proposed by others.

Shared Facilities

Guadalupe- Coyote shared its leased building with NRCS in the past, but NRCS has since
moved out. Currently, the District does not share its facilities with other agencies.

The District does not see opportunities for facility sharing in the future, but is exploring
the possibility of regional collaboration with Alameda RCD, Santa Cruz RCD and possibly
Loma Prieta RCD on projects.
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GUADALUPE- COYOTE RESOURCE CONSERVATION DISTRICT

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

4 - The estimated population of Guadalupe - Coyote RCD is 300,577

3 Generally, population growth within the District is expected to be modest and consist
of infill rather than new development. The District is projected to have a population
of approximately 355,355 in 2035.

3 Although population growth may not be significant overall, as land use intensifies in
the region, it is anticipated that there will be an increased demand for services
related to conservation and watershed stewardship. The District's demand for
services will most likely further increase as the cities undergo further urbanization
and increase urban runoff, litter and manmade structures affecting water quality and
wild life, thus creating a greater need for conservation programs and new
development project reviews.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 GCRCD does not own or operate facilities or infrastructure.

s The District appears to have the capacity to handle present demand for services.
Any increase in demand would require additional funding and staffing to address it

3 It is recommended that the District make use of property tax revenue for services
directed at areas where it was collected.

3 The District is providing adequate services given financial constraints, based on the
quality of services provided and professional management practices.

y GCRCD management practices are adequate as the District maintains up -to -date
financial information and budgets, and conducts annual and long -range planning.
However, GCRCD could improve upon management practices by conducting regular
employee evaluations and tracking the workload of staff and the district.

3 It is recommended that the District adopt specific criteria to determine successful
completion of a project or goal as part of the annual work plan.
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It is recommended that the District establish policies and guidelines by which to
review potential development projects in order to clearly define what criteria.
GCRCD will be using to guide district comments and evaluation of proposed
projects, as well as ensure consistency between reviewers and projects..

GCRCD submits audited financial statementstothe County, as required by State law.

Financial Ability of Agency to Provide Services

GCRCD financing level is considered inadequate to provide services as current
funding reportedly only covers basic services provided by the District. The District
identified a need for increased grant funding in order to enhance its level of services
and better fulfill its mandate.

Two challenges to financing were identified: 1) the repeal of Proposition 1A, and 2)
providing a majority of services outside of bounds without compensation or
property taxes from the area.

GCRCD is searching for additional financing sources by actively applying for grants
and considering charging fees for services.

GCRCD maintains considerable reserves to compensate for funding shortfalls in the
long -term

Status and Onnortunities for Shared Facilities

Guadalupe- Coyote shared its leased building with NRCS. in the past, but NRCS has
since moved out Currently, the District does not share its facilities with other
agencies.

The District does not see opportunities for facility sharing in the future.

Accountability for Community Services, including
Governmental Structure and Operational Efficiencies

E Accountability is best ensured when contested elections are held for governingbody
seats, constituent outreach is conducted to promote accountability and to ensure
that constituents are informed and not disenfranchised, and public agency
operations and management are transparent to the public. GCRCD appears to
generally be accountable to the public based on these indicators; however, board
members are appointed, not elected, which constrains accountability to the
constituents.
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It is recommended that GCRCD continue to populate its website with further
documents and information to enhance transparency to the public.

Governance Structure Options

Three governance structure options were identified for GCRCD: 1) reorganization with
Santa Clara Valley Water District, 2) consolidation with Loma Prieta RCD, and 3)
annexation or detachment of incorporated areas.

Reorganization with Santa Clara Valley Water District

GCRCD's bounds overlap with that of Santa Clara Valley Water District ( SCVWD), which
provides similar resource conservation services. As the two agencies are empowered to
provide the same general category of water conservation services, there is the potential for
duplication of services. GCRCD is empowered to provide both watershed stewardship and
land management services to control runoff, prevent and control soil erosion, protect water
quality, develop and distribute water, improve land capabilities, and facilitate coordinated
resource management efforts for watershed restoration and enhancement" Similarly,
SCVWD is empowered to provide comprehensive water management for all beneficial uses
and protection from flooding within Santa Clara County 96

As identified in the Agency Overview section of this chapter, there appears to be
significant overlap in the services provided by SCVWD and GCRCD. Both agencies provide
services directed at protecting watersheds, streams and ecosystems. This overlap has
largely occurred due to SCVWD's evolving role in in flood control and watershed
stewardship services, and GCRCDs growing interest in ensuring proper habitat
preservation along the urbanized waterways. GCRCD concluded that SCVWD's flood
control projects on the Guadalupe and related waterways were harmful to the streams and
their tributaries and filed a complaint with the State Water Resources Control Board in
1996. Since then GCRCD has worked to promote amelioration of the blocked fish passages,
the degraded riparian vegetation, channel forms and substrates and water quality of these
streams, by submitting numerous comments on potential projects. In 2001, environmental
stewardship responsibilities were added to SCVWD's powers to balance the District's flood
control activities with the protection of the County's waterways and ecosystems. Presently,
both agencies direct efforts at many of the same projects, granted participation in these
programs are at different stages in the project and to different degrees.

Given that both agencies are making use of property tax revenue to finance similar
services, LAFCO may choose to reorganize GCRCD and SCVWD, in order to eliminate any

Public Resources Code §9001.

Santa Clara Valley Water District Act, §4.
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duplication of services. With this option, the RCD would either be dissolved and SCVWD
would be responsible for providing resource conservation programs to the extent it is
authorized in its enabling act or the two agencies would be consolidated into a single
agency designated as SCVWD with the same enabling act. Both of these options could be
initiated by LAFCO or the agencies. In both scenarios, the transfer of the property tax
would be negotiated by the County on behalf of the district.

The primary advantages of this option are the elimination of any duplicate services,
enhanced leveraging of property tax revenue through a single entity for conservation
purposes, and reduced administration costs. Presently, both agencies make use of property
tax revenues to provide conservation services. Aggregating all property tax revenue under
the control of a single resource conservation provider would allow for greater "purchasing
power" and maximize the impact of the services provided. Additionally, by eliminating the
governmental structure of one agency, a smaller portion of the available funding pool
would be used for administrative purposes. Yet, given the size of SCVWD's watershed
stewardship and flood control operations ($51.8 million in FY 09 -10), the effect of this
additional revenue ($170,106 in FY 09 -10) would most likely be minimal.

Prospective disadvantages to this option are a perceived loss of local control and public
access, the potential for a narrower range of services available to residents, a lack of
certainty as to how the property tax funding would be used, and restricted access to NRCS
funding.

While the resource conservation programs and services the SCVWD is authorized to
provide are broad in scope, they must in some way relate to water resource management
and flood protection. The RCD is not limited in this way and can provide programs that are
related to a wide range of conservation issues. However, at present, GCRCD's projects are
entirely focused on water - related resource management, and the District does not provide
any programs or services that would be considered outside of the purview of SCVWD.

Equally important is consideration for how the property tax funding could be used in
the future. Watershed management is a core business for SCVWD and receives a significant
amount of funding. SCVWD is a countywide district and there is no requirement and no
means to ensure that the property tax funding collected locally within the GCRCD service
area is used for local programs. Though, it should be noted that GCRCD is presently making
use of property tax funds for projects outside of its boundaries.

Finally, GCRCD acts as a conduit for non - competitive federal grants from NRCS, which
are not available to SCVWD. Should SCVWD be the successor agency, conservation efforts
in Santa Clara County would no longer be eligible for these funds. However, GCRCD has not
received these funds from NRCS in at least the last 10 years, and NRCS does make other
grant funds available to agencies on a competitive basis.
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GCRCD reported that it is not amenable to consolidating with SCVWD. GCRCD
expressed concern that there is the potential for conflicting objectives if SCVWD provides
both flood control and environmental protection services. SCVWD, however, believes that
providing water supply and flood control services is consistent with its efforts to protect
creeks and watersheds, and supports reorganization of the two agencies in some form.

Consolidation with Loma Prieta Resource Conservation District

A potential governance structure option may be consolidation of GCRCD with LPRCD.
GCRCD abuts LRPRCD to the south.

Possible benefits of an RCD consolidation may be capitalizing on each other's existing
programming, economies of scale, greater regional collaboration and planning on regional
issues and concerns with regard to watersheds that cross RCD boundaries, better
leveraging of limited funding, and improved efficiency for funding projects at a regional
level. Given LPRCD's present financial constraints, improved efficiencies and reduced
competition for grant funding would greatly benefit the District.

Together, GCRCD and LPRCD serve a large majority of the territory within Santa Clara
County, with the exception of the urban cores of the cities. The primary benefit of
consolidation of GCRCD and LPRCD and creation of a countywide resource conservation
district would be comprehensive conservation coverage throughout the County with
uniform programming. At present, the programing of these two agencies greatly varies.
LPRCD focuses largely on soil conservation and land management services, while GCRCD
concentrates efforts on watershed stewardship activities. Consolidation would allow for
shared programming between the two agencies and expand the types of services offered
throughout the County.

Additionally, bath agencies reported that financing levels were generally inadequate to
provide services. Presently, both agencies are largely dependent on property tax revenues
to provide conservation services. Aggregating all property tax revenue under the control of
a single resource conservation provider, would allow for greater leveraging of available
resources. Moreover, by eliminating the management and governing body of one agency, a
smaller portion of the available funding pool Would be used for administrative purposes.

Although the consolidation of LPRCD and GCRCD has the potential for significant
benefits, there are several challenges and disadvantages to such a governance structure
option. The challenges to consolidation include the dissimilarity in the type of territory
served in each district and the difference in programming. GCRCD serves the more urban
and suburban area in the northern portion of the County, while LPRCD serves a more
agricultural and rural area in the southern portion of the County. Consequently, LPRCD's
services are more focused on soil conservation and land management of small acreage
agricultural lands, while GCRCD focuses on watershed stewardship in the heavily impacted
urban centers. The variation in the composition of land between the two districts would
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force the newly consolidated district to either offer a wide variety of services for all types
of land use or specialize in only a few types of services.

LPRCD and GCRCD both indicated that consolidation of the two agencies was not a
desirable option, given the differences previously cited. The districts do not presently
participate in collaborative activities of any kind together, and lack a working relationship.
The two districts should explore further options to share resources and expertise and
evaluate the potential to collaborate on achieving any common goals.

Annexation or Detachment of Incornorated Areas

This option would involve making boundary adjustments by either detaching all
incorporated territory or annexing the city centers that remain excluded from GCRCD.
When GCRCD was originally formed, it was intended to provide soil and water conservation
services to rural areas outside the cities. As areas were annexed by the cities there were no
subsequent detachments from the RCD's boundaries.

Detachment of these areas would restore the RCD's boundaries to the original intent by
removing any areas annexed to the cities. The RCD's share of the one percent property tax
for the detached areas would be reallocated to each taxing jurisdiction within that Tax Rate
Area. The primary advantage of this option includes increased public benefit from the
property tax funding in those areas as the funding is reallocated to other public services.
However, GCRCD would likely continue to provide services in these areas without
compensation as it is presently doing in the urban centers.

There are several disadvantages to this option. First, the RCDs boundaries would
recede, although the RCD would most likely continue to provide services there. Second, the
BCD's operating revenue would be reduced per the amount and valuation Of the detached
areas and the District would no longer be compensated for services provided in these
areas. Third, residents within the cities may place a high value on the services provided by
the RCD and there may be a potential lack of community support for any change.

The alternative option is to annex those excluded areas to ensure consistent and
comprehensive coverage within the District's boundaries. While it was the original intent
at the time of formation that the cities be excluded, the demand for services is shifting from
rural lands to more developed areas. The California Public Resources Code §9152
authorizes other lands besides agricultural lands to be included within the District if
necessary for the control of runoff, the prevention or control of soil erosion, the
development and distribution of water, land improvement, and for fully accomplishing the
purposes for which the district is formed. GCRCD almost entirely focuses its efforts in the
urban centers that are presently outside of its boundaries. Annexation of these areas
would allow the District to recoup costs related to services provided there.
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Three governance structure options were identified for GCRCD: 1) reorganization
with Santa Clara Valley Water District, 2) consolidation with LPRCD, and 3)
annexation or detachment of incorporated areas.
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GUADALUPE- COYOTE RESOURCE CONSERVATION DISTRICT

SPHERE OF INFLUENCE UPDATE

Existine Suhere of Influence Bounda

The District's SO is coterminous with its boundaries. The SO was last updated in 2 ©07.

Recommended Suhere of Influence Bounda

It is recommended that LAFCO maintain a coterminous SOI for GCRCD on a provisional
basis and revisit the sphere when recommended conditions are adequately addressed in a
timely manner.

There are concerns about the duplication of conservation services that are presently
offered by GCRCD and SCVWD and the double taxation of property owners for these
conservation services. Given such duplicative provision of services, it maybe appropriate
to assign a zero sphere for GCRCD and consolidate it with SCVWD. However, consolidation
of the two agencies would limit the range of potential conservation services that could be
provided in the northern portion of the County in the future. The resource conservation
programs and services SCVWD is authorized to provide are broad in scope; however, they
must in some way relate to water resource management and flood protection. The RCD is
not limited in this way and can provide programs that are related to a wide range of
conservation issues. At present, GCRCD's projects are entirely focused on water- related
resource management, and the District does not provide any programs or services that
would be considered outside of the purview of SCVWD.

As part of this sphere recommendation, it is proposed that GCRCD return to LAFCO
within a specified timeframe to outline what services the District intends to provide (along
with a timeline for implementation) that do not overlap with SCVWD's efforts and could
not otherwise be provided by SCVWD through its enabling act At that time, LAFCO may
reevaluate GCRCD's sphere considering the district's plan and application for new or
different services per Government Code §56654(b) and §56824.12.

osed Sphere of Influence Determinations

Present and nlnnned Innd user in the oreo. includinn onriculturol and onen -snoce Innds

GCRCD serves the northern portion of Santa Clara County. The District encompasses
565 square miles. The boundaries include most of the hilly and mountainous land
surrounding the Santa Clara Valley Much of the urban area of the northwestern portion of
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the County, mostly lying within the low, flat land section of the Santa Clara Valley is not in
the District.

Land use within the RCD's boundaries ranges from urban development within
incorporated areas to rural areas with agricultural and open space lands. A majority of the
territory within the RCD boundaries is open space, including areas within the Santa Cruz
Mountains to the west and the Diablo Range to the east. The entire RCD area is generally
projected to have moderate growth rates.

Present and probable need for public facilities and services in the area

GCRCD provides conservation services related to watershed management, floodplain
management, conservation education and services, and watershed studies and projects.
Population growth in Santa Clara County has increased pressures on natural resources,
such as creeks, streams and other areas used for recreation. In addition, development has
expanded the area covered by impervious surfaces, thereby increasing the need for
resource conservation in support of flood control and water quality. The District reported
that it has experienced an increase in demand in recent years, as it has started new types of
projects and had several documents and projects to evaluate.

Generally, population growth within the District is expected to be modest and consist of
infill rather than new development. Although population growth may not be significant
overall, as land use intensifies in the region, it is anticipated that there will be an increased
demand for services related to conservation and watershed stewardship. The District's
demand for services will most likely further increase as the cities undergo further
urbanization and increase urban runoff, litter and manmade structures affecting water
quality and wild life, thus creating a greater need for conservation programs and new
development project reviews.

Present canacity of nublic facilities and adeauacv of nublic services that the aaencv

nrovides or is authorized to nrovide

The District does not own or maintain facilities to provide services. GPRCD appears to
have the capacity to handle present demand for services. Any increase in demand would
require additional funding and staffing to address it. The District is providing adequate
services given financial constraints, based on the quality of services provided and
professional management practices.

Existence ofanv social or economic communities of interest in the area if the Commission
determines that thev are relevant to the aaencv

GCRCD serves a majority of the foothills and mountainous land surrounding the Santa
Clara Valley in the northern portion of Santa Clara County. This includes portions of several
cities and some unincorporated communities. The residents and landowners within the
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District's boundaries in northern Santa Clara County have an economic interest in the
programs and services provided by the District as a portion of the property tax funds
District services. Presently, the Cities of Los Altos, Cupertino, Saratoga, Los Gatos, San Jose,
and Milpitas are divided as only a portion of the population in these cities is within the
District's bounds.

The nature. location. extent. functions. and classes of services nrovided

GCRCD is a non - regulatory agency with the mission of achieving conservation of
resources by promoting sustainable agriculture and proper range land management
practices, supporting well - defined urban boundaries for the preservation of open space
and farmlands, and promoting proper watershed, wetlands and riparian corridor
management. Current efforts are largely focused on watershed management and the
protection and restoration of waterways.
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9. LOMA PRIETA RESOURCE

CONSERVATION DISTRICT

AGENCY OVERVIEW

Loma Prieta Resource Conservation District ( LPRCD) was formed as an independent
special district in 1942 to provide soil conservation services for the southern portion of
Santa Clara County and a portion of northern San Benito County. The RCD's boundary has
changed over time such that it now only serves the area within Santa Clara County. The

range of services has been expanded to include watershed- related programs in keeping
with its authorizing legislation. A service review for the District was last conducted in
2005.

The principal act that governs the District is Division 9 of the California Public
Resources Code." The principal act empowers resource conservation districts to control
runoff, prevent and control soil erosion, protect water quality, develop and distribute
water, improve land capabilities, and facilitate coordinated resource management efforts
for watershed restoration and enhancement Districts must apply and obtain LAFCO
approval to exercise services authorized by the principal act but not already provided (i.e,
latent powers) by the district at the end of 2000.

and Extent of Services

Services Provided

LPRCD is a non- regulatory agency with the mission of advising and assisting individuals
and public agencies in the prevention of soil erosion, runoff control, development and use
of water, land use planning conservation of wildlife and other related natural resources.
The District accomplishes its mission by promoting public awareness of the continuing
need for resource conservation through educational workshops, informational fliers and
papers, planning partnerships, and hands on cleanup or restoration projects, and as a
conduit for or source of grant financing.

Public Resources Code §9001 et seq

Public Resources Code §9001.

99 Government Code §56824.10.
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Projects LPRCD has sponsored, directly provided, or partnered with another
organization are as follows:

Stewardship For Small Acreages: Once a year LPRCD offers a four -week series of
workshops for rural landowners with small farms, small horse ranches, or
vineyards. Topics include soil conservation, septic systems, fire -safe landscaping
and other related subjects. The workshops have averaged approximately 40 to 50
attendees. SCVWD provides initial information on the workshops to new
landowners identified through the Tax Assessor's information, and then coordinates
the registration process. LPRCD sponsors the workshop and is responsible for the
meeting arrangements such as the location, refreshments, etc. Other contributing
agencies include USDA Natural Resources Conservation Service, Santa Clara County
Department of Environmental Health, UC Cooperative Extension, Santa Clara County
FireSafe Council and Livestock and Land.

Creek Connections Action Group (CCAG): A consortium of public agencies and non-
profit organizations that share a goal of protecting Santa Clara County's waterways.
These agencies include LPRCD, Santa Clara Valley Water District, Santa Clara County
Parks and Recreation, Santa Clara Valley Urban Runoff Pollution Prevention
Program, and the City of San Jose, among others. CCAG currently coordinates two
waterway cleanups a year in Santa Clara County. LPRCD participates in the
cleanups and assists by assembling volunteers for the efforts.

Informational brochures and white papers: LPRCD makes available to the public
several fliers and papers on various conservation topics, including Atmospheric
Nitrogen Pollution ( authored by LPRCD), Cover Crops for Santa Clara County
Farmland ( authored by LPRCD), Horse Owners Guide to Water Quality Protection
in cooperation with the Council of Bay Area RCDs), Irrigation Nutrient Management
in Cantonese ( sponsored by LPRCD), and the Guide to Stream /Wetland Project
Permitting for Santa Clara County (in cooperation with the California Association of
RCDs).

Upper Pajaro River Watershed (also known as the Uvas /Llagas Watershed) Partners
in Restoration Permit Coordination Program: LPRCD provides assistance in
designing work plans, as well as technical and cost share assistance, for
environmentally beneficial projects on private lands in the Upper Pajaro River or
Uvas /Llagas Watershed. Program partners include San Benito RCD, Sustainable
Conservation ( an environmental non - profit partner), and USDA Natural Resources
Conservation Service (NRCS).

The Livestock and Land Program: The program offers assistance to livestock
property owners in implementing best management practices through funding for
land improvements, free site visits and consultations, workshops and trainings, and
publications and brochures. This program is a collaborative effort between local
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RCDs in Santa Clara, Santa Cruz, San Benito, Monterey and San Mateo Counties and
NRCS.

Canada de la Osos Ecological Reserve: LPRCD contributed to four restoration
projects at the reserve in FYs 08 -09 and 09 -10 through grant funding and made
contributions to a California deer publication.

High School Educational Programs: LPRCD sponsors programs directed at
educating high school age youth on resource conservation issues. LPRCD holds an
annual Conservation Speak -Off Competition to select representatives for the
statewide competition. The District sponsors a student for a week trip at Range
Camp and hosts a land judging competition that solicits the participation of young
adults from high schools within the District to experience hands -on conservation
practices.

Illegal Dumping Site Cleanup: LPRCD received a grant for $48,000 from CAL Recycle
to aid a landowner in cleaning up illegal dumping on private property that is not the
responsibility of the landowner. LPRCD will administer the grant.

Fire Management Chipping Program: LPRCD assists the Santa Clara County Fire
Safe Council in promoting this program through informational handouts and
calendars.

Gilroy Demonstration Garden: LPRCD made contributions to the newly created
garden in downtown Gilroy, which is intended to teach about environmentally
sustainable gardening.

California Association of RCDs Meeting Host: LPRCD hosted the Spring 2011 Central
Coast area meeting of RCDs.

Partnerships and Collaborations: The District participates in several partnerships
and planning committees dedicated to various facets of regional resource
conservation. These partnerships are listed in the Collaboration section of this
chapter.

According to the District's annual workplan, LPRCD has plans to continue these
projects, as well as initiate several other projects, including:

1) Participate in the review, implementation and completion of the Llagas Creek Flood
Control project.

2) Develop an efficient program for the recycling of irrigation drip tape and film mulch
for the agricultural community.

3) Respond to community concerns of noxious weeds and other invasive plant species.
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4) Develop watershed projects, emphasizing the reduction of floodwater and sediment
damage, control of runoff and reduction of erosion, silt and Total Maximum Daily
Loads (TMDL) of nitrogen, pesticides and fecal coliform pollution.

Collaboration

Many of the conservation agencies work closely together to promote communication,
coordination and greater leveraging of resources. LPRCD operates under Memorandums of
Understanding ( MOUs) with the U.S. Department of Agriculture and the State of California.
The latter agreement recognizes a commitment from the State in aiding administration,
coordination, financing and delivery of the conservation programs through local
conservation districts. Through another cooperative work agreement, LPRCD, NRCS, the
California Association of RCDs, and the California Department of Conservation agree to
share information and resources, when available, to capitalize on synergies in program
effectiveness and reduce duplication of efforts and contradictory mandates.

There are a number of conservation- related resources available to the RCD to use in

delivering its programs. The US Department of Agriculture's Natural Resources
Conservation Service has offices in Hollister and Salinas. At one point Loma Prieta RCD was
housed with the NRCS Gilroy Service Center, but the office merged with the San Benito
Service Center, due to Federal Budget cuts. However, the District reported that NRCS staff
assistance is still made available to the area and the RCD at levels similar to those offered

prior to the merger. The RCD may also leverage the expertise of the University of California
Cooperative Extension Program and the Santa Clara County Farm Bureau. In addition, the
State Department of Conservation also provides programs and information to support and
enhance the RCD's services.

Outside of these agreements, LPRCD engages in several collaborative efforts and
partnerships, and participates in regional planning activities. Specifically, the District
collaborates with eight RCDs in the Central Coast region, which extends from Santa Barbara
to Monterey and sits on the committee for the Central Coast RCD Council as a voting
member. Other affiliate organizations that LPRCD partners with, supports, and coordinates
programs through include:

Sustainable Conservation

Santa Clara Valley Water District

University of California
Cooperative Extension

USDA /Natural Resources
Conservation Service

Santa Clara County Department of
Environmental Health

Santa Clara County Fire Safe
Councils

Monterey Bay National Marine
Sanctuary

Santa Clara County Farm Bureau
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Regional Water Quality Control
Board

National Foundation for

Agriculture in the Classroom

Santa Clara Valley Water District
Flood Control Committee

Agriculture Water Quality
Alliance

Livestock and Land - Ecology
Action

Agriculture Water Advisory
Committee

Santa Clara County Agricultural
Department

Pajaro River Watershed Council

Service Area

LPRCD reported that district services primarily focus on ranchettes of one to five acres
that are concentrated around San Martin, and from Holiday Lake. Estates to Silver Ridge
and the Santa Cruz countyline. A majority of the District's boundary area in the east is open
space where there is less demand for services. LPRCD does not generally provide services
within the incorporated cities; however, the District makes services available to anyone
within or outside the District, and recently contributed to the Gilroy Demonstration Garden
in downtown Gilroy. The District has also done projects in the Grant Ranch Park area in the
past, which is outside the District's bounds and within Guadalupe- Coyote RCDs bounds.

Services to /from Other Aaencies

The District does not provide services to or receive services from other agencies under
contract.

Boundaries

Loma Ptieta RCD encompasses approximately 296,863 acres. The RCD's original
boundaries excluded the city limits of Gilroy and Morgan Hill, as well as the community of
San. Martin as they existed prior to July 13, 1942. The RCD's boundaries around the two
cities and San Martin have not been updated since the RCD's inception, and the areas that
were subsequently annexed by the cities are still within LPRCD's service area. The
District's bounds and S0I are shown in Figure 9 -1.

LPRCD's bounds encompass the southern portion of Santa Clara County. LPRCD is
bordered on the east south and west by Stanislaus, Merced, San Benito and Santa Cruz
Counties. The RCD's service area is primarily rural and unincorporated with the exception
of the portions of the Cities of Gilroy and Morgan Hill that are within the District's bounds.
The District's northern boundary is contiguous with the Guadalupe - Coyote RCD.

LOMA PRIETA RESOURCE CONSERVATION DISTRICT 233



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

Based on documentation provided by San Benito LAFCO, in 1981, the portions of
Bolado - Fairview and San Felipe Soil Conservation Districts in Santa Clara County ( in
Pacheco Flats) were annexed into LPRCD, and the portions of those districts that were in
San Benito County were annexed into San Benito RCD. The soil conservation districts were
subsequently dissolved. Tax rate records have not been updated to reflect this change, and
still show these areas as being within the Bolado - Fairview and San Felipe Soil Conservation
Districts. The State Board of Equalization (BOE) also does not have records of this change.
Loma Prieta RCD is not presently receiving property tax income from these areas, as this
reorganization was likely not covered under the County's Master Tax Sharing Agreement,
which only applies to areas that were not previously receiving the services in question
upon annexation. LAFCO is working with the BOB to formalize this change and update the
tax rate area agency listing; however, in order for the District to begin receiving property
tax revenue from this area, there would likely need to be a revenue transfer agreement
with the County.

Provider Overlon

The District's bounds overlap with Santa Clara Valley Water District, which provides
similar resource conservation services. LPRCD reports that although generally the
category of services that are provided by the two districts are alike, the two districts
provide services at differing levels of scope with divergent focuses that complement one
another. LPRCD reportedly acts as a coordinator of events and activities providing a
localized focus on land management and soil conservation, while SCVWD provides
technical support and spearheads regionalized watershed stewardship and groundwater
quality protection campaigns. Additionally, SCVWD watershed conservation programs are
largely focused on northern Santa Clara County which lies within the Santa Clara Basin —
through which the County's surface water supplies flow. LPRCD encompasses the
Uvas /Llagas or Upper Pajaro Watershed, which flows southwesterly out of the County, and
is not a primary surface water source, as water consumers in the southern portion of the
County relyheavily on groundwater.

Based on conversations with both SCVWD and LPRCD, it appears that LPRCD provides a
grass roots approach focused on agricultural programs that SCVWD does not generally
provide. Additionally, LPRCD acts as a conduit for non - competitive federal grants through
NRCS that are not available to SCVWD. The two agencies appear to have a good working
relationship thatlimits any duplication of efforts.

Sphere of Influence

The District's Sphere of Influence is coterminous with its bounds and was last updated
in 2007.
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ACCOUNTABILITY AND GOVERNANCE

LPRCD is governed by a five- member Board of Directors. Directors are appointed by
the County Board of Supervisors for staggered four -year terms. There are currently five
members on the Board of Directors, supplemented by three Associate Directors. Board
members do not receive compensation for services, with the exception of reimbursement
for travel expenses. Current board member names, positions, and term expiration dates are
shown in Figure 9 -2.

The Board meets on the third Wednesday of every month at 8010 Wayland Lane, Suite
1D in Gilroy, California. Agendas and minutes are available upon request as well as on their
website.

District Contact Information
Contact: Patty Marfia, Executive Director
Address: 8010 Wayland Lane, Suite 1D, Gilroy, CA 95020
Telephone: 408- 847 -4171

Fax: 408 -847 -1521

Email /website: www.lomaorietarcd.ore

Board ofDirectors
Member Name Position Term Expiration Manner of Selection LengthofTerm

Steven (Burt) Malech Chair December 2012 Appointed 4 years
David Boll Treasurer December 2012 Appointed 4 years

Sandra Petersen Director December 2012 Appointed 4years
Mary Anders Director December 2014 Appointed 4 years

David Rob] edo Director December 2012 Appointed 4 years

Meetings
Date: Third Wednesday of every month at 4:00pm.
Location: District Office at 8010 Wayland Lane, Suite 1D, Gilroy, CA.

Agenda Distribution: Posted on website.
Minutes Distribution: Available upon request and posted on website.

In addition to the legally required agendas and minutes, the District undertakes several
outreach and educational programs in an effort to keep constituents informed of services
provided and district activities. As previously mentioned, the District makes informational
brochures and papers available to the public and hosts or sponsors several Workshops,
educational competitions and meetings. The District maintains a website where

documents are made available to the public. As one of the District's annual goals for FY 11-
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12, the District intends to maintain and update the lomaprietarcd.org website to publicize
special events and conservation opportunities.

If a customer is dissatisfied with the District's services, that customer may call, email or
mail the executive director of the District, who would be responsible for handling all
complaints. The District reported that it had never received a complaint in the memorable
history of the staff.

LPRCD demonstrated accountability and transparency in its disclosure of information
and cooperation with Santa Clara LAFCO. The District responded to the questionnaires and
cooperated with the document requests.

MANAGEMENT AND STAFFING

The District is managed and operated by an executive director and one contract office
clerk, which equates to 0.75 full -time equivalents. The office clerk reports to the executive
director who in turn reports to the Board. The District reported that it plans to get a grant
administrator to work about two to three hours a week to manage the CAL Recycle grant
and the reporting requirements related to the grant. Currently, the District receives grant
writing support from Solano County RCD.

The District's executive director performs evaluations of contractors, and the Board
evaluates the executive director. Personnel evaluations are not held on a regular basis, but
are completed as funding and time permits.

The District tracks the workload handled by the agency and its staff through timesheets
and travel log forms. The District also records the number of acres that have made use of
district services. Additionally, during the course of the CAL Recycle grant, the District will
be required to report regularly on the timeline and status of the project.

The District's performance is informally evaluated annually during the budget process,
as well as during the development of the annual work plan. The District reported that the
goals in the work plan generally remain the same from year to year, as those are
projects /programs the District has determined to be successful. Additionally, the District
requires that any program using LPRCD funds must submit a report to the District upon
completion of the project.

The District sets and adopts goals through its annual work plan and long range plan.
The District has started the process of compiling a strategic plan, which will narrow the
District's focus and quantify measures of accomplishing goals.

To improve its operational efficiency the District hired a contract employee, which has
allowed the executive director to focus efforts on balancing the budget and minimizing
costs. In the last three years (2008 - 2010), the District has made several changes to
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improve its operational efficiency, including: 1) switching over to contract employees, 2)
renegotiating rent and lease contracts, 3) transitioning to Quickbooks, 4) initiating grant
writing to draw in additional funds to augment administrative funds, and 5) capitalizing on
services that are available for free through MRCS.

The District's financial planning efforts include an annually adopted budget and
financial statements that are audited on a triennial basis. The District does not conduct

capital improvement planning as they neither own nor share any facilities. The basic
financial records of the RCD are maintained by the office of the County Auditor - Controller.

All special districts are required to submit annual audits to the County within 12
months of the completion of the fiscal year. The Board of Supervisors may approve an
alternative submittal schedule for each special district depending on income, but at a
minimum all districts must submit audited financial statements every five years "' In the

case of LPRCD, they are required to submit audited financial statements every three years.
The County reported that LPRCD has complied with these requirements.

The District's other planning documents include a strategic plan in progress, a long
range plan for the years 2007 -2012, and an annual work plan for FY 10 -11. Division 9 of
the Public Resource Code outlines the content of the long range plan and annual work plan;
however, LPRCD's plans fail to include a majority of the information itemized in the
principal act. "' It is recommended that LPRCD more closely align its long range and annual
work plans with the functions described in its principal act. The District reported that it
plans to address this issue during this next plan development process at the end of 2012.

The District also makes use of the California Conservation Partnership and California
Department of Conservation's guidebook entitled The Resource Conservation District
Guidebook: A Guide to District Operations and Management ( 1999) for planning purposes.

POPULATION AND PROJECTED GROWTH

Based on CIS analysis of 2010 census data, LPRCD has a population of approximately
75,757.

ABAG projects that the population of Santa Clara County will grow by 33 percent by
2035, with an average annual growth rate of 1.2 percent countywide. ABAG's population
projections for 2010 were slightly higher than the actual population reported in the 2010
Census. Population projections have been adjusted assuming ABAG's projected rate of
growth from the 2010 Census population. The unincorporated areas of the District are

Government Code §26909.

Public Resource Code §9413,
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projected to have an average annual growth rate of 0.7 percent while the City of Gilroy and
the City of Morgan Hill will have annual growth rates of 1.3 and 0.9 percent respectively.
Based on these projections, the District will have an estimated population of 90,190 in
2035.

Generally, population within the District is expected to be modest and concentrated
within the Urban Service Area of each city. Although not as dramatic, the land use and
population outside the two Urban Service Areas is changing as well. Economics and
changing demographics have generated a trend from large agricultural enterprises to
smaller operations, such as three to five -acre farms, small horse ranches and vineyards.
The need for landowner services will increase in order to maintain environmental quality
and adequate soil /water conservation. In response to this trend, the RCD's services are
primarily focused on landowner education for these ranchettes.

LPRCD reported that it does not make formal population projections, as population
growth does not necessarily impact the level of demand for RCD services, but instead
influences the type of services that are offered. As the County develops, less land will be
available for agricultural purposes and thus demand for the District's agricultural services
will decline. However, as areas urbanize and urban runoff, litter and manmade structures

affect water quality and wild life, there will be a greater need for other types of
conservation programs. In addition, the recent trend to be more environmentally
conscious combined with LPRCD outreach activities has increased public awareness of
ecological needs in the area. LPRCD reported that it had experienced a general increase in
demand, which the District attributes to the increase in awareness and a growing change in
attitude about stewardship, recycling and other land conservation practices, as opposed to
population growth.

Specific planned and proposed developments within the District include the Eagle Ridge
development which is nearing completion, and two new high schools. The District was not
aware of any other active planned or proposed developments. The District reported that it
generally reviews all development applications that are provided by the cities, but has not
received any proposals in a while due to the decline in the housing market

FINANCING

Financial Adequacy

LPRCD reported that the current financing level was generally inadequate to provide
services as property tax revenues have declined and no longer cover annual expenditures.
In FYs 08 -09, 09 -10 and 10 -11, the District's expenditures exceeded revenues, and the
District was forced to dip into reserves. The District has instituted strategies to minimize
expenses by hiring contract personnel and eliminating benefit costs. The District has also
started searching for grant funds to augment the District's annual property tax revenue.
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Revenue Sources

LPRCD is funded by its share of the one percent property tax ($60,375 in FY 09 -10) as
well as interest income ($1,063 in FY 09 -10). The District's property tax share for FYs 07,
08 and 09 was 0.69, 0.70 and 0.71 percent, respectively. Similar to other agencies that rely
on property tax income, LPRCD has experienced a decline in this revenue source, due to
decreasing assessed property values.

The District has started to aggressively search for grants, and recently was awarded a
grant for $48,000 to cleanup illegal dumpsites. The grant will be used in FY 11 -12. The
District has also received funds from NRCS ($4,000) and the Agriculture Water Quality
Alliance ($$000) for irrigation and nutrient management workshops. The District hopes to
continue to capitalize on available grant funding.

LPRCD does not charge fees for its services, otherthan a nominal registration fee for the
workshops. A potential revenue source may be fees for technical services that other RCDs
have implemented. Under Division 9 of the California Public Resources Code, RCDs are
permitted to function to a certain degree as enterprise districts, because they are
empowered to charge reasonable fees for services rendered to individuals and agencies. 102
Other RCDs that charge fees for services generally provide contract services to the County
or other agencies.

enditures

District expenditures in FY 09 -10 were $61,726, and were comprised of salary and
benefits (46 percent), administrative costs (24 percent), special project costs (17 percent),
and rent (13 percent).

Figure 9 -3: Expenditures and Revenues (FYs 07 -10)

The District's revenues and

expenditures over the last four
years are shown in Figure 9 -3.
Revenues have generally
declined since FY 07 -08, while

expenditures peaked in FY 08-
09,and exceeded revenues.
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The District does not have capital expenditures as it does not own or maintain any fixed
assets.

Lonn -term Debt

The District had no long term debt at the end of FY 09 -10.

Reserves

The District has an informal policy to set aside $ SOO annually for contingencies
throughout the year and $40,000 for requests for special projects. At the end of FY 09 -10,
the District had a cash fund balance of $142,876, which equates to almost 28 months of
operating expenditures for the District

INFRASTRUCTURE AND FACILITIES

The District currently does not own or maintain any facilities and consequently does
not have any infrastructure needs or deficiencies attributed to district -owned assets.
Instead, the watersheds in the area may appropriately be referred to as district
infrastructure, as they define the demand for district services.

Watershed Stewardship Infrastructure

While the District does not own facilities with regard to watershed stewardship, its
bounds include the Uvas /Llagas and Coyote Watersheds.

Infrnrtructure Needs

Water bodies within LPRCD thatare significantly affected bypollutants and classified as
impaired include Coyote Creek and the Pajaro River. Coyote Creek is impaired by diazinon
and has a high priority level as determined by the San Francisco Bay Regional Water
Quality Control Board. Pajaro River is impaired by fecal coliform and boron as determined
bythe Central Coast Regional Water Quality Control Board.

Conitnl Im nrovem en t Plon.r

The District does not have any plans specifically related to these impaired water bodies,.
but has identified a goal to develop projects related to these pollutants.

LOMA PRIETA RESOURCE CONSERVATION DISTRICT 241



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

Shared Facilities

Loma Prieta regularly shares facilities and programs to maximize its outreach and
education efforts. The RCD has entered into MOUs with the Department of Conservation,
the Central Coast Resource Conservation and Development Association and the
USDA /NRCS.

For the purposes of providing technical assistance to landowners, convening working
group meetings, collaborating with district directors and staff on issues of soil erosion,
water quality and other natural resource concerns, the NRCS is offered working space at
the district office.
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LOMA PRIETA RESOURCE CONSERVATION DISTRICT

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

3 The estimated population of Loma Prieta RCD is 75,757.

3 Generally, population growth within the District is expected to be modest and
concentrated within the Urban Service Area of each city. The District is projected to
have a population of approximately 99,530 in 2035.

t Population growth does not necessarily impact the level of demand for RCD.
services, but instead influences the type of services that are offered. There has been
an increase in demand for landowner services of small farms and ranchettes. This

trend is anticipated to continue.

t LPRCD has experienced a general increase in demand, which the District attributes
to an increase in environmental awareness and a growing change in attitude about
stewardship, recycling and other land conservation practices, as opposed to

population growth.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

s LPRCD does not own or operate facilities or infrastructure.

3 The District appears to have the capacity to handle present demand for services.
Any increase in demand would require additional funding and staffing to address.

S The District is providing adequate services given financial constraints, based on the
breadth and quality of services provided and professional management practices.

3 LPRCD is a well - managed agency that conducts annual employee and agency
performance evaluations tracks employee and district workload, maintains up -to-
date financial information and budgets, and conducts annual and long -term
planning for future service needs. The District could improve its annual and long -
range plans by more closely aligning the functions of the plans with those outlined
in the RCD principal act

S LPRCD submits audited financial statements to the County, as required by State law.
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Financial Ability of Agency to Provide Services

LPRCD's financing level is considered inadequate top rovide services asp roperly tax
revenues have declined and no longer cover annual district expenditures. In FYs 08-
09, 09 -10 and 10 -11, the District's expenditures exceeded revenues, and the District
was forced to dip into reserves.

LPRCD's financial ability toprovide services is constrained bylimited propertytax
revenues, the State property tax withholding, and a decline in available grant
funding.

The District has instituted strategies to minimize expenses by hiring contract
personnel and eliminating benefit costs.. The District has also started searching for
grant funds to augment the District's annual propertytax revenue.

LPRCD maintains considerable reserves to compensate for funding shortfalls in the
long -term.

Status and Opportunities for Shared Facilities

LPRCD regularly shares facilities and programs to maximize its outreach and
education efforts. LPRCD has entered into MOUs with the Department of
Conservation, the Central Coast Resource Conservation and Development
Association and the USDA /NRCS. Additionally,. NRCS is offered working space at the
district office.

No additional opportunities for facility sharing were identified.

Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

b Accountability is best ensured when contested elections are held for governingbody
seats, constituent outreach is conducted to promote accountability and to ensure
that constituents are informed and not disenfranchised, and public agency
operations and management are transparent to the public. LPRCD appears to
generally be accountable to the public based on these indicators; however, board
members are appointed, not elected, which constrains accountability to the
constituents.
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Governance Structure Ontions

Three governance structure options were identified for LPRCD: 1) reorganization with
Santa Clara Valley Water District, 2) consolidation with a neighboring RCD, and 3)
annexation or detachment of incorporated areas.

Reorganization with Santa Clara Vallev Water District

LPRCD's bounds overlap with that of Santa Clara Valley Water District ( SCVWD), which
provides similar resource conservation services. As the two agencies are empowered to
provide the same general category of water conservation services, there is the potential for
duplication of services. LPRCD is empowered to provide both watershed stewardship and
land management services to control runoff, prevent and control soil erosion, protect water
quality, develop and distribute water, improve land capabilities, and facilitate coordinated
resource management efforts for watershed restoration and enhancement.'' Similarly,
SCVWD is empowered to provide comprehensive water management for all beneficial uses
and protection from flooding within Santa Clara County."

As identified in the Agency Overview section of this chapter, there appears to be little to
no duplication of the services offered between the two districts, as the two districts provide
services at differing levels of scope with divergent focuses that complement one another.
Additionally, the two agencies appear to have a good working relationship that promotes
communication and limits any duplication of efforts.

However, given that both agencies are making use of property tax revenue to finance
similar services, LAFCO may choose to reorganize LPRCD and SCVWD, in order to eliminate
any potential for duplication of services. With this option, the RCD would either be
dissolved and SCVWD would be responsible for providing resource conservation programs
to the extent it is authorized in its enabling act or the two agencies would be consolidated
into a single agency designated as SCVWD with the same enabling act. Both of these
options could be initiated by LAFCO or the agencies. In both scenarios, the transfer of the
property tax would be negotiated by the County on behalf of the district.

The primary advantages of this option are the prevention of any duplicate services,
enhanced leveraging of property tax revenue through a single entity for conservation
purposes, and reduced administration costs. Presently, both agencies make use of property
tax revenues to provide conservation services. Aggregating all property tax revenue under
the control of a single resource conservation provider would allow for greater "purchasing
power" and maximize the impact of the services provided. Additionally, by eliminating the

103 Public Resources Code §9001.

104 Santa Clara Valley Water District Act, §4.
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governmental structure of one agency, a smaller portion of the available funding pool
would be used for administrative purposes. Yet, given the size of SCVWD's watershed
stewardship and flood control operations ($51.8 million in FY 09 -10), the effect of this
additional revenue ($60,375 in FY 09 -10) would most likely be minimal.

The disadvantages to this option are a perceived loss of local control and public access,
a narrower range of services available to residents, a lack of certainty as to how the
property tax funding would be used, and restricted access to NRCS funding.

SCVWD, as a large professionally run agency that employs 761 staff, may appear
removed and inaccessible to residents outside of San Jose, where SCVWD is headquartered.
LPRCD is operated by 0.75 staff and the five board members, which fosters local control
and the seeming ease of access and approachability of the District.

While the resource conservation programs and services the SCVWD is authorized to
provide are broad in scope, they must in some way relate to water resource management
and flood protection. The RCD is not limited in this way and can provide programs that are
related to a wide range of conservation issues. LPRCD acts as a coordinator of events and
activities providing a localized focus on land management and soil conservation, while
SCVWD provides technical support and spearheads regionalized Watershed stewardship
and groundwater quality protection campaigns. Additionally, SCVWD watershed
conservation programs are largely focused on northern Santa Clara County, while LPRCD
encompasses the Uvas /Lllagas Watershed in the southern portion of the County. As
SCVWD does not place the same priorities on programs as the RCD, reorganization of the
agencies would likely result in a change of services or programs. Given that SCVWD is not
authorized to provide soil conservation services unless they are related to water resource
management or flood control, these services would need to be continued by another agency
such as NRCS.

Equally important is consideration for how the property tax funding could be used in
the future. Watershed management is a core business for SCVWD and receives a significant
amount of funding. SCVWD is a countywide district and there is no requirement and no
means to ensure that the property tax funding collected locally within the LPRCD service
area is used for local programs.

Finally, LPRCD acts as a conduit for non - competitive federal grants from NRCS, which
are not available to SCVWD. Should SCVWD be the successor agency, conservation efforts
in Santa Clara County would no longer be eligible for these funds. However, NRCS does
make other grant funds available to agencies on a competitive basis.

Consolidation with a Neighboring Resource Conservation District

A potential governance structure option may be consolidation of LPRCD with a
neighboring provider. Options include Guadalupe- Coyote RCD (GCRCD) or San Benito RCD
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SBRCD). GCRCD abuts LRPRCD in the north, while SBRCD is contiguous to LPRCD in the
south.

Possible benefits of an RCD consolidation may be capitalizing on each other's existing
programming, economies of scale, greater regional collaboration and planning on regional
issues and concerns with regard to watersheds that cross RCD boundaries, better
leveraging of limited funding, and improved efficiency for funding projects at a regional
level. Given LPRCD's present financial constraints, improved efficiencies and reduced
competition for grant funding would greatly benefit the District.

Together, GCRCD and LPRCD serve a large majority of the territory within Santa Clara
County, with the exception of the urban cores of the cities. The primary benefit of
consolidation of GCRCD and LPRCD and creation of a countywide resource conservation
district would be comprehensive conservation coverage throughout the County with
uniform programming. At present, the programing of these two agencies greatly varies.
LPRCD focuses largely on soil conservation and land management services, while GCRCD
concentrates efforts on watershed stewardship activities. Consolidation would allow for
shared programming between the two agencies and expand the types of services offered
throughout the County.

Additionally, both agencies reported that financing levels were generally inadequate to
provide services. Presently, both agencies are largely dependent on property tax revenues
to provide conservation services. Aggregating all property tax revenue under the control of
a single resource conservation provider, would allow for greater leveraging of available
resources. Moreover, by eliminating the management and governing body of one agency, a
smaller portion of the available funding pool would be used for administrative purposes.

Although the consolidation of LPRCD and GCRCD has the potential for significant
benefits, there are several challenges and disadvantages to such a governance structure
option. The challenges to consolidation include the dissimilarity in the type of territory
served in each district and the difference in programming. GCRCD serves the more urban
and suburban area in the northern portion of the County, while LPRCD serves a more
agricultural and rural area in the southern portion of the County. Consequently, LPRCD's
services are more focused on soil conservation and land management of small acreage
agricultural lands, while GCRCD focuses on watershed stewardship in the heavily impacted
urban centers. The variation in the composition of land between the two districts would
force the newly consolidated district to either offer a wide variety of services for all types
of land use or specialize in only a few types of services.

LPRCD and GCRCD both indicated that consolidation of the two agencies was not a
desirable option, given the differences previously cited. The districts do not presently
participate in collaborative activities of any kind together, and lack a working relationship.
The two districts should explore further options to share resources and expertise and
evaluate the potential to collaborate on achieving any common goals.
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Another option for consolidation may be between LPRCD and San Benito RCD.
Consolidation of LPRCD with San Benito RCD would create a multi- county RCD; there are at
least 13 such RCDs in California that overlap two or more counties.

LPRCD and SBRCD both serve the greater Pajaro River Watershed ( of which the
Uvas /Llagas Watershed is a part). There is a trend toward a more regionalized approach to
watershed management. This option would promote regional planning and funding of
watershed stewardship activities, eliminating the current patchwork style of conservation
efforts for the watershed.

The two RCDs provide similar programming to rural and agricultural communities.
However, San Benito RCD does not receive property tax revenue and has a significantly
smaller budget than LPRCD, indicating significant challenges to any consolidation of these
two districts. Without similar revenue sources and budget sizes, there is no way to ensure
that property tax revenue from the LPRCD territory is being used for service in that area. It
appears that consolidation of these two agencies may not be feasible in the short -term, but
may be an option in the future, should SBRCD find additional financing.

Annexation or Detachment of Incornorated Areas

This option would involve making boundary adjustments in the Gilroy and Morgan Hill
areas by either detaching all incorporated territory or annexing the city centers that
remain excluded from LPRCD. When LPRCD was originally formed, it was intended to
provide soil and water conservation services to rural areas outside the cities and the San
Martin area. As areas were annexed by the cities there were no subsequent from the RCD's
boundaries.

Detachment of these areas would restore the RCD's boundaries to the original intent by
removing any areas annexed to the Cities of Gilroy or Morgan Hill. The RCD's share of the
one percent property tax for the detached areas would be reallocated to each taxing
jurisdiction within that Tax Rate Area. The primary advantage includes increased public
benefit from the property tax funding in those areas as the funding is reallocated to other
public services. The RCD was formed to serve rural areas and its core programs provide
greater benefit to those areas over more developed areas. Based on the RCD's existing
programs, the drop in service levels within the annexed areas would be minimal and could
be addressed through the programs the SCVWD is currently providing. City residents could
still participate in LPRCD sponsored programs.

There are several disadvantages to this option. First, removing these areas may limit
the scope and scale of programs that could be provided in the future. Second, the RCD's
operating revenue would be reduced per the amount and valuation of the detached areas
and the District would no longer be compensated for services provided in these areas.
Third, residents within the cities may place a high value on the services provided by the
RCD and there may be a potential lack of community support for any change.
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The alternative option is to annex those excluded areas to ensure consistent and
comprehensive coverage within the District's boundaries. While it was the original intent
at the time of formation that the cities be excluded, the demand for services is shifting from
rural lands to more developed areas. The California Public Resources Code §9152
authorizes other lands besides agricultural lands to be included within the District if
necessary for the control of runoff, the prevention or control of soil erosion, the
development and distribution of water, land improvement, and for fully accomplishing the
purposes for which the district is formed. LPRCD has in the past provided services within
the City of Gilroy, where it is not receiving compensation for services. Annexation of these
areas would allow the District to recoup costs related to services provided there.

Three governance structure options were identified for LPRCD: 1) reorganization
with Santa Clara Valley Water District, 2) consolidation with a neighboring RCD, and
3) annexation or detachment of incorporated areas.
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LOMA PRIETA RESOURCE CONSERVATION DISTRICT

SPHERE OF INFLUENCE UPDATE

Existing Sphere of Influence Bounda

The District's SOI is coterminous with its boundaries. The SOI was last updated in 2007.

Recommended Sphere of Influence Boundary

It is recommended that the District's SOI be expanded to include the Cities of Gilroy and
Morgan Hill in their entirety and the community of San Martin. This SOI would indicate
that LAFCO anticipates the eventual annexation of these areas by LPRCD. By annexing
these areas, LPRCD will be able to recoup the costs for services provided by receiving a
share of the property tax revenues in these areas. Although, at present, the District does
not provide a large amount of services within the cities, it appears that there is a growing
trend of awareness of conservation efforts that has shifted demand to the more urban

areas. Resource conservation services do not themselves induce or encourage growth, and
no change to the present or planned uses will result from this SOI update.

Annexation of these areas would have to be initiated by LPRCD, through an application
to LAFCO. Based on the County's Master Tax Sharing Agreement, upon annexation, LPRCD
would receive ashare of the property tax increment in these areas.

Proposed Sphere of Influence Determinations

Present and nlanned land uses in the area. includina naricultural and oven- .cnnce land¢

LPRCD serves the southern portion of Santa Clara County. LPRCD is bordered on the
east, south and west by Stanislaus, Merced, San. Benito and Santa Cruz Counties. Present
land uses include urban development in and around the incorporated Cities of Gilroy and
Morgan Hill, in the community of San Martin and along the Highway 101 corridor. The
majority of the area within the boundary of the RCD is unincorporated and rural with a
large expanse of mountainous area. A significant portion of the area has agricultural land
uses. Public lands in the area include the Henry Coe State Park and several large County
Parks.

Present and nrnhahle need for nnhlic facilities and .cervices in the area

LPRCD provides services related to prevention of soil erosion, runoff control,
development and use of water, land use planning, and conservation of wildlife and other
natural resources. The area has a long agricultural history, and land stewardship is
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important for the protection and appropriate use of resources; particularly as larger
agricultural operations transition to smaller farms, vineyards, and small ranches.

LPRCD reported that it had experienced a general increase in demand, which the
District attributes to the increase in awareness and a growing change in attitude about
stewardship, recycling and other land conservation practices, as opposed to population
growth.

Generally, population within the District is expected to be modest and concentrated
within the Urban Service Area of each city. Although not as dramatic, the land use and
population outside the two Urban Service Areas is changing as well. Economics and
changing demographics have generated a trend from large agricultural enterprises to
smaller operations, such as three to five -acre farms, small horse ranches and vineyards.
The need for landowner services will increase in order to maintain environmental quality
and adequate soil /water conservation.

Present capacity of public facilities and adea_ uac_v o_f_aublic services that the a_aenc_v
provides or is authorized to provide

The District does not own or maintain facilities to provide services. LPRCD appears to
have the capacity to handle present demand for services. Any increase in demand would
require additional funding and staffing to address. The District is providing adequate
services given financial constraints, based on the breadth and quality of services provided
and professional management practices.

Existence ofanv social or economic communities of interest in the area if the Commission

determines that thev are relevant to the aaencv

LPRCD serves the rural area of southern Santa Clara County, including a portion of the
Cities of Gilroy and Morgan Hill and the unincorporated San Martin community. The
residents and landowners within southern Santa Clara County have an economic interest in
the programs and services provided by the District as a portion of the property tax funds
district services. Presently, the Cities of Morgan Hill and Gilroy are divided, as only a
portion of the population in these cities is within the District's bounds. The SOl update will
promote the inclusion of these communities of interest, in their entirety, within the bounds
of the District.
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10. CITY OF GILROY

AGENCY OVERVIEW

The City of Gilroy was incorporated on March 12, 1870 and became a charter city on
February 8, 1960. Gilroy provides a range of services including: community development
planning, building inspection, and housing); police protection; fire protection ( including
emergency medical and emergency preparedness); public works (engineering, parks and
landscape maintenance, street maintenance, storm drainage, street trees, traffic, sewer, and
water); and recreation (sports, aquatics, cultural arts, museum, senior center, and youth
center). The City contracts for library services, solid waste disposal, curbside recycling,
and street sweeping. Regional waste water treatment and disposal is provided by a joint
powers agency which includes Gilroy and Morgan Hill. City services (including wastewater,
solid waste, parks and recreation, storm water drainage, law enforcement and library)
were studied in the August 2006 South Santa Clara County Service Review.

Water services to the City are provided through the Water System Division of the Public
Works Department. Water conservation is part of the Environmental Programs Section of
the Community Services Department Recycled water is provided by the South County
Regional Wastewater Authority (SCRWA). Water services were studied as part of the
Countywide Water Service Review in June 2005.

and Extent of Services

Services Provided

The Water System Division provides drinking water to residential, commercial, and
industrial customers within the City. The Engineering Division of the Public Works
Department oversees water project planning, design, engineering, and construction. The
Water System Division is responsible for water quality, municipal wells, distribution and
storage, leak detection, and is responsible for monitoring public and private backflow
devices. Gilroy is also supported by the Santa Clara Valley Water District (SCVWD) water
conservation program.

The City of Gilroy utilizes local groundwater as its sole source of water supply.
Recycled (non- potable) water for irrigation purposes is produced by SCRWA.
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Service Area

The City's water service area includes all water service customers within the city limits,
consisting of approximately 16.2 square miles. The City does not serve any properties
outside the city limits.

Servirec to Other Agencies

The City of Gilroy does not provide services to other agencies.

Con trortr for Wo ter Services

The City does not contract with other agencies or water purveyors for water services.

Collaboration

The City collaborates with the SCVWD, and is a. member of a jointpowers authority with
the City of Morgan Hill on the SCRWA

Boundaries

The Gilroy water service boundary is the same as the city limits. The present bounds
encompass approximately 16.2 square miles. Gilroy overlies the Llagas groundwater Sub -
basin.

ACCOUNTABILITY AND GOVERNANCE

The City operates under a city council -city administrator form of government with a
seven- member City Council elected at -large and a City Administrator appointed by the City
Council.

The Mayor is directly elected for a four -year term. The Mayor Pro Tempore is selected
by the Council at the first meeting after the November General Election for a two -year term.
Council Members are elected to overlapping four -year terms. Current member names,
positions, and term expiration dates are shown in Figure 10 -1.
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Figure 10 -1: City of Gilroy City Council

Public Works Department Contact Information
Contact: David Stubchaer, Senior Civil Engineer

Address: 7351 Rosanna Street, Gilroy, CA 95020
Telephone: 408- 846 -0275

Member Name Position Term Expiration Manner of Selection Length of Term

Peter Arellano Council Member November 2014 ElectedAt -large 4 vears

Dion Bracco Council Member November 2014 ElectedAt -large 4 years

Bob Dillon Council Member November2012 Elected At -large 4vears

Peter Leroe -Munoz Council Member November 2014 ElectedAt -large 4 years

Al Pinheiro Mavor November 2012 ElectedAt -large 4 vears
CatTucker Mayor Pro Tempore November 2012 Elected At-large 4 years

Pen Woodward

Council
November 2012 ElectedAt -large 4

tls iears
Date: First and Third Mondays at 6:00 PM
Location: City Council Chambers, City Hall, 7351 Rosanna Street, Gilroy
Agenda Distribution: Posted onthe'City Meetings' page of the City website.

Minutes Distribution: Available on the'City Meetings' page of the City website; alongwith agendas and
reports.

The City Council meets the first and third Monday at 6:00 PM in the City Council
Chambers. Meeting which fall on recognized holidays are held the following Monday.
Agendas are posted on the City website. Complete agenda packets, including minutes and
reports, are available for review on the City website. City Council minutes from 1868 are
also available on the City Council webpage.

Council meetings are broadcast live on Government Access Television Channel 17.
Meetings are also available for viewing as searchable video, and are archived on the City
Council webpage.

The City of Gilroy does not have a water- related advisory commission or committee.

Basic information on Water is currently on the Community Services Department
webpage. Detailed information regarding water supply and water distribution is not
provided; however links are readily accessible to the Annual Water Quality Reports and the
Water Conservation program.

The 2010 Urban Water Management Plan ( UWMP) is available at

www.cityofgilroy.org/files/uwmp.
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A detailed contact list of personnel is not provided, however

inquiries /complaints /questions can be made to basic department telephone numbers
listed on the City website under the'Contact Us' link.

If a customer is dissatisfied with the City's water services, that customer may write a
letter to the Operations Manager of the Water Systems Division, or contact the Public
Works Department as indicated above. The City does not have an electronic complaint
form for water - related issues. In calendar year 2010 there were a total of five water -
related complaints; three for odor /taste, none for color, none for turbidity, two for
pressure, and none for water outages. These complaints accounted for 0.04 percent of the
12,905 customers served.

The City of Gilroy demonstrated full accountability and transparency in its disclosure of
information and cooperation with Santa Clara LAFCO. The Water System Division
responded to the questionnaires and cooperated with all document requests.

MANAGEMENT AND STAFFING

Daily operations of the Engineering Division and the Water System Division are under
the direction of the Director of Public Works -City Engineer, who reports directly to the City
Manager. The Water Billing Division is under the Direction of the Director of Finance. As
an integrated operation, the Public Works Department has a total of 47.32 full time
equivalent ( FTE) positions organized into six major functions: Landscape Maintenance;
Street Maintenance; Engineering; Wastewater Collection; Water System; and Backflow
Prevention. A total of 16.23 FTE positions are dedicated to the Water Enterprise Fund, as
detailed in Figure 10 -2.
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10 -2: Water Service Staff Allocation

Water Billing

Finance Director

Assistant Finance Director

Revenue Officer

Budget Analyst
Accountant II

Purchasing Coordinator
Supervising Accounting
Assistant

Accounting Technician
Accounting Assistant I /II

Backflow Prevention

Operations Services Supervisor 0.30

Senior Maintenance Worker 0.30

Maintenance Worker II 0.30

Office Assistant II 0.40

Total 16.23

Performance evaluations of all employees are conducted annually. The probation
period for new employees is twelve months, with evaluations at six and twelve months.
The agency tracks the employees' workload through work logs, service requests, and
performance and benchmarking measures that are included in the annual budget.

Efficiencies have been gained recently with the installation and operability of a new
Supervisory Control and Data Acquisition ( SCADA) System; and by utilizing ' off peak'
pumping of municipal wells, flushing 20 percent of hydrants each year, reduction in the
number of water leaks, use of water meters for construction water, and replacement of 600
water meters per year with ' radio read' meters. The City has exceeded its water use
reduction goal.

The City adopted the 2010 Urban Water Management Plan on May 16, 2011. A Water
System Emergency Response Plan was prepared in August of 2011. The City updated its
Water Master Plan in May of 2004.
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Water Svstem

0.25 Public Works Director /City 0.40

Engineer
0.25 Budget Analyst 0.40

0.33 Engineering Tech /Inspector II 0.90

0.25 Senior Civil Engineer 0.20

0.25 Operations Services Supervisor 0.70

0.25 Senior Maintenance Worker 090

0.50 Maintenance Worker I /II 6.70

0.25 Administrative Secretary 0.33

2.00 Office Assistant II 0.27

Backflow Prevention

Operations Services Supervisor 0.30

Senior Maintenance Worker 0.30

Maintenance Worker II 0.30

Office Assistant II 0.40

Total 16.23

Performance evaluations of all employees are conducted annually. The probation
period for new employees is twelve months, with evaluations at six and twelve months.

The agency tracks the employees' workload through work logs, service requests, and
performance and benchmarking measures that are included in the annual budget.

Efficiencies have been gained recently with the installation and operability of a new
Supervisory Control and Data Acquisition ( SCADA) System; and by utilizing ' off peak'

pumping of municipal wells, flushing 20 percent of hydrants each year, reduction in the
number of water leaks, use of water meters for construction water, and replacement of 600

water meters per year with ' radio read' meters. The City has exceeded its water use
reduction goal.

The City adopted the 2010 Urban Water Management Plan on May 16, 2011. A Water
System Emergency Response Plan was prepared in August of 2011. The City updated its

Water Master Plan in May of 2004.
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POPULATION AND PROJECTED GROWTH

The 2010 United States Census population for Gilroy is 48,821. The average household
size is 3.39 per the United States Census.

ABAG projects that the population of Gilroy will increase to 69,600 by 2035, a 42.6
percent increase over the twenty -five year period.

Gilroy, along with San Jose, Santa Clara and Milpitas are expected to experience the
highest growth rates between 2010 and 2035. Gilroy in fact, will have the second highest
percentage of growth at 42.6 percent, exceeded only by Milpitas at 58.7 percent.

The City 2002 -2020 General Plan was updated in June of 2002. The Public Facilities
and Services Element briefly addresses water as part of the Infrastructure Section. It
contains one general goal, two policies related to water supply, and three action items
related to infrastructure improvements, coordination with SCVWD, and updatingthe Water
Master Plan.

FINANCING

Financial Adequac

The Water Fund is an enterprise fund in which charges for services generate the
necessary funds to provide the services. No General Fund monies are utilized by the Fund.
The Water Fund is dedicated to water service including administration, operations, capital
improvements, maintenance, backflow prevention, and billings and collections. For budget
purposes, capital improvements are treated separately. The City of Gilroy adopts a biennial
budget to better plan for revenues and expenditures.

Revenue Sources

In FY 08 -09, the Water Fund generated $8.1 million,. in FY 09 -10 the Fund generated
8.3 million, and in FY 10 -11 the Fund was projected to generate $7.5 million. The
reductions in revenue are attributed to the lingering economic recession, cooler and wetter
weather conditions, and water conservation.

In FY 10 -11, the Water Fund was projected to generate almost $7.5 million in direct
revenue from the following sources:
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User Fees 7,043,630 94.0%

Connection /Installation Charges 184,260 2.5%

Bank and lnterfund Interest 222,298 3.0%

Interfund Transfers In 42,420 0.6%

Miscellaneous Revenues 2,260 0.1%

Total 7,494,868 100%

As indicated above, significant revenues are derived from water sales.

Rates

The current water rate structure became effective on January 1, 2009. Monthly
residential rates are based on a tier structure to encourage water conservation. Tier 1 (0 to
5,000 gallons) costs are $0.88 per 1,000 gallons; Tier 2 (5,001 to 15,000 gallons) costs are
1.73 per 1,000 gallons; Tier 3 (15,001 to 30,000 gallons) costs are $4.65 per 1,000 gallons;
and Tier 4 (more than 30,0001 gallons per month) costs are $6.78 per month. In addition,
customers pay a monthly meter fee based on meter size. A three - quarter inch meter costs
6.02 per month.

A new rate study is currently underway and is being prepared by HDR Engineers.

enditures

Figure 10 -3: Expenditures and Revenues (FYs 08-09,09-10 and 10 -11)

For FY 11 -12, the Water
Fund expenditure is

expected to total almost
7.2 million, which is 6.4
percent of the City total
expenditure ( all funds) of
112.9 million.

In FY 08 -09, the Water
Fund spent a total of $7.8
million, in FY 09 -10 the
Fund spent $7.3 million,
and in FY 10 -11 the Fund

was projected to spend
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7.5 million. Revenues and Expenditures of the Fund for the past three fiscal years are
shown in Figure 10 -3.

Primary expenses in FY 10 -11 were:

Salaries and Benefits 534,071 6.9%

Materials and Services 1,372,351 18.7%

Capital Outlay 525,074 6.8%

SCVWD Pumping Charges 2,887,837 38.5%

Interfund Charges /Allocations 744,143 9.7%

Depreciation 1,419,139 19.4%

Total 7,482,615 100%

caaital Outlay

The current budget includes 19 capital improvement projects scheduled over the six -
year planning period (2012- 2017), seven of which are funded for FY 11 -12 as follows:

Tapping Machine, D -5 $ 1,472

Fire Hydrant Meters $ 1,339

Office Furniture $ 2,060

Pipe Threader $ 5,974

Bench Meter Tester $ 6,695

Chlorinators $ 5,335

Water Meter Replacements $ 100,000

Total $ 122,875

Particular focus is being placed on water meter conversions to `radio read' meters.
Over the six -year CIP period, the City will expend $3,283,769 million on water - related
improvements.

In FY 15 -16 and FY 16 -17, the City plans to reconstruct the First Street water main
892,000) and paint and repair water storage tanks ($1,675,000).
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Lonn -term Debt

The Water Fund does nothave any long-term debt.

eserves

The City of Gilroy has two general reserve funds; one is a General Fund Reserve at a
minimum of 25 percent of General Fund expenditures, and the other is an Economic
Stability Reserve at 15 percent of General Fund expenditures. The City has been able to
maintain these reserves. There are no specific reserve funds dedicated to water. As of June
30, 2011, the fund balance for the Water Enterprise Fund stood at $15,161,572. This fund
balance can be considered Water Fund Reserves and would be sufficient to fund water

operations for 24.3 months.

WATER SUPPLY

The City currently uses local groundwater as the sole source of potable water supply.
The City also makes use of recycled water primarily for landscape and agricultural
irrigation purposes.

The City's municipal water system extracts groundwater from underground aquifers
through nine active wells located throughout the City. The municipal water system
receives only light chlorination for water quality purposes, and the City routinely tests the
wells. The water quality of the active wells isgenerally considered to be good.

Santa Clara Valley Water District ( SCVWD) is the principal groundwater management
agency in the Santa Clara Valley, and the City currently pays a groundwater production
service charge to SCVWD. The fee serves as a source of funding for operating costs
associated with the District's groundwater recharge program, as well as the District's
imported water program, which contributes water to the recharge program in the South
County.

Gilroy overlies the Llagas Sub -basin and shares this groundwater resource with the
other water providers in the South County. SCVWD estimates the storage capacity of the
Llagas Subbasin to he between 150,000 and 165,000 acre feet

The City's nine wells have a firm capacity of 15.5 million gallons per day or 17,369 acre
feet per year (AFY). In 2010, the City pumped 7,322 AFY of groundwater for use within the
C ity.

CITY OF GILROY 261



LAFCO OF SANTA CLARA. COUNTY
2011 COUNTYWIDE WATER SERVICE REVIEW

DmunNt A ?location s

The City has adopted a Phase 1 Voluntary Water Conservation Program, and a Phase 2
Mandatory Water Conservation Program. These programs, which were adopted in 2003,
establish rules and protocol for conserving water during periods of water shortage.

Recycled Water

Wastewater from Morgan Hill and Gilroy is treated to a tertiary level at the South
County Regional Wastewater Authority (SCRWA) facility in southeast Gilroy. SCVWD owns
the distribution system. Water is distributed to ten irrigation customers in the Gilroy area
with a combined usage of 700 acre feet per year. Current users include the Gilroy Golf
Course and Sports Park, Obata Farms, and three residential areas. The City anticipates that
the use of recycled water will increase by 22 percent by 2015, and will remain the same
through 2035. For more information on SCRWA, refer to Chapter 26.

Emergency Preparedness

Water.Sunnly Hazards

The Water System Division is on call 24/7 and is prepared to respond to any leaks or
breaks in a timely manner, and is able to be on site within 30- minutes of dispatch.

Fmernencv Water Sunnly

An emergency backup water supply is provided by above - ground water storage tanks,
with an effective capacity of 13.0 million gallons. This storage capacity can provide one day
of emergency water under a maximum daily demand scenario.

Intertie.s and Rnck- un.Sunnly

Gilroy does not have interties to any other water purveyor in the area.
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WATER DEMAND

The City's projected water demands to 2030 are shown in Figure 10 -4.

10 -4: Citv of Gilrov Water Demands

Based on the

23,000 23,000 23,000

projected increase to
Past and Future) AFY)

supply capacity and

33,500

2010 7,322

33,500 33,500

2015 8,465
standby production,

19,700

2020 8,296
the City can

Multiple

2025 9,036
adequately meet the

21,000

2030 9,776
maximum day Source Adapted from 2010 City of Gilroy UWMP, Table 3 -4 Existing and
demand, as well as Projected Supply versus Demand Comparison, 2010 Urban Water Management

standby production I Plan, City of Gilroy, page, 3 -6.

needs for the projected future demands. Figure 10 -5 illustrates the anticipated available
supply versus demand comparisons for the next 20 years.

10 -5: Citv of Gilrov Existine and Proiected SUDDIV versus Demand C.......a..a....

Existing and Projected Water Supply
Average 23,000 23,000 23,000 23,000 23,000 23,000
Wet 33,500 33,500 33,500 33,500 33,500 33,500
Single Dry 19,700 19,700 19,700 19,700 19,700 19,700

Multiple 21,000 21,000 21,000 21,000 21,000 21,000

Dry
Existing and Projected Water Demand
Average 7,312 8,465 8,296 9,036 9,776
Annual

Existing and Projected Water Demand As a Percent of Supply by Hydrologic Condition
Average 32% 37% 36% 39% 43%

Wet 22% 25% 25% 27% 29%

Single Dry 37% 43% 42% 46% 50%

Multiple 35% 40% 40% 43% 47%

Source 2010 City of Gilroy UWMP, Table 3 -4 Existing and Projected Supply versus Demand Comparison,
2010 Urban Water Management Plan, City of Gilroy, page, 3 -6.
Notes

1. Assumes that water supply is made available at the natural groundwater recharge rate noted in the SCVWD
2010 UWMP Table 3 -4.

2. Assumes that water supply is to remain constant for respective hydrologic conditions as noted in the

From Figure 10 -5, it is evident that groundwater supplies are more than adequate to
meet projected demand needs into the future, regardless of hydrologic condition. Even by
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2030, demands are not expected to exceed 50 percent of the assumed groundwater
supplies available to the City.
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WATER INFRASTRUCTURE AND FACILITIES

The Gilroy water system is a comprehensive water supply, storage and delivery system.
The system consists of three pressure zones. A total of nine wells located throughout the
City are capable of producing 17.6 million gallons per day (MGD), with a pump capacity of
13,000 gallons per minute. The City does not plan to drill another well until 2018.

Water Treatment Facilities

Gilroy does not have any water treatment facilities. Groundwater is lightly chlorinated
for water quality purposes.

Water Storaee Facilities

The City has 11 active storage tanks with a combined storage capacity of 13 MG.

Conveyance and Distribution Facilities

The water distribution system is composed of over 120 miles of distribution lines. The
distribution system also consists of six pump stations, each with three pumps, two of which
are on standby for emergency purposes. The system also features zero pressure reducing
valves, 1,550 fire hydrants, 1,312 backflow prevention devices, and 12,905 water service
connections. The system also includes an automated Supervisory Control and Data
Acquisition (SCADA) System that control distribution of water throughout the system.

The City reported that in calendar year 2010 there were four main line breaks or leaks,
and six service connection breaks or leaks. The City did not issue any'boil water' orders or
report any water outages.

Infrastructure Needs & Capital Imurovement Program

The current capital improvement program identifies 19 capital improvement projects
scheduled over the six -year planning period. Particular focus is being placed on replacing
water meters ($100,000 each year). In FY 16 -17, the City plans to reconstruct the First
Street water main and paint and repair water storage tanks. Refer to the Financing Section
for details.

Shared Facilities

The City does not share any facilities with any other agencies or organizations.
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WATER QUALITY

Source Water

According to CDPH's Drinking Water Source Assessment, which evaluates the
vulnerability of water sources to contamination, Well No 1 and Well No. 2 are vulnerable to
the following activities associated with contaminants detected in the water supply: metal
plating /refinishing /fabricating, automobile repair shops and gas stations, machine ships,
and dry cleaners. The City reports that these wells are tested monthly to monitor the
presence of these contaminants.

According to the California Department of Public Health (CDPH) Drinking Water Source
Assessment which evaluates the vulnerability of water sources to contamination, the
SVCWD's surface source waters are susceptible to potential contamination from sea water
intrusion and organic matter in the Delta and from a variety of land use practices, such as
agricultural and urban runoff, recreation activities, livestock grazing, and residential and

industrial development. Local sources are also vulnerable to potential contamination from
commercial stables and historic mining practices.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns.

The City of Gilroy does not treat water derived from the City's municipal wells.
Groundwater is lightly chlorinated for water quality purposes.

According to the federal Environmental Protection Agency ( EPA) through its Safe
Drinking Water Information System (SDWIS), the City of Gilroy did not have any health
based violations or monitoring and reporting violations during the 2000 -2010 period.

The City's 2010 Water Quality Report indicates that the City's potable water supply
from groundwater sources met all state and federal drinking water health standards. In
order to insure that water quality standards are met drinking water samples are collected
daily throughout the City and analyzed for a variety of regulated and unregulated
contaminants. Samples are tested by the City's certified laboratory and an independent
laboratory using the latest testing procedures and equipment. Of the parameters tested,
none were found to be higher than the California Department of Public Health (CDPH)
allows. The City continues to test for perchlorate (salts derived from perchloric acid)
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resulting from a perchlorate plume originating at the Olin Site in Morgan Hill. The City has
tested for perchlorate since February of 2003, with all results showing non - detectible.

The CDPH Annual Water System Sanitary Survey was conducted in January and
February of 2011, with the following items identified for follow -up action:

Conduct additional sampling and testing for synthetic organic chemicals ( SOC)
on eight wells in the first and second quarter of 2011.

The required testing was completed by March 30 and June 20, 2011, as required.

The survey also identified minor deficiencies at four storage tanks and three wells.
These deficiencies have been remedied by the City.
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CITY OF GILROY

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

The current 2010 population of Gilroy is 48,821.

ABAG estimates that Gilroy will grow by 42.6 percent over the next 25 years to an
estimated population of 69,600.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 Groundwater supplies are more than adequate to meet projected demand needs
into the future, regardless of hydrologic condition.

3 The Gilroy water supply and distribution system has sufficient capacity to serve all
water customers within its service area.

t An emergency backup water supply is provided by above - ground water storage
tanks, with an effective capacity of 13.0 million gallons. This storage capacity can
provide approximately 24 hours of emergency water under a maximum daily
demand scenario.

S The Water Systems Division has a modest Capital Improvement Program, but does
include $100,000 per year for water meter replacement

3 The City provides high quality water based on city compliance with drinking water
regulations, a lack of health and monitoring violations since 2000, and timely
thorough city response to California Department of Public Health infrastructure and
operational concerns.

3 The City continues to test for perchlorate ( salts derived from perchloric acid)
resulting from a perchlorate plume originating at the Olin Site in Morgan Hill. The
City has tested for perchlorate since February of 2003, with all results showing non -
detectible.

3 City management methods appear to generally meet accepted best management
practices. The City prepares a budget before the beginning of each fiscal year, has a
detailed Capital Improvement Program, conducts periodic financial audits,
maintains relatively current transparent financial records, regularly evaluates rates
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and fees, tracks employee and department workload, and has established a process
to address complaints.

Financial Ability of Agency to Provide Services

3 As an Enterprise Fund, the Gilroy water system has sufficient financial resources to
provide an adequate level of service. Gilroy has not revised its water rates since
January of 2009. A rate study is currently being conducted to determine whether
water rates need to be raised.

3 The City has a modest capital improvement program that includes upgrading of
water meters. Extensive improvements to the water system are not yet necessary
due the relatively young age of the system. The City does not plan to drill another
well until 2018.

Status and Opportunities for Shared Facilities

3 The City water system is a stand -alone enterprise, without any connections or
intelties to any other water system. The City does utilize recycled water from the
South County Regional Wastewater Authority.

3 The City collaborates with the Santa Clara Valley Water District and partners with
the City of Morgan Hill on the South County Regional Wastewater Authority.

3 The City has not identified further opportunities for facility sharing.

Accountability for Community Services, including
Governmental Structure and Operational Efficiencies

3 Accountability is best ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. The City demonstrated
accountability with respect to all of these factors.

3 The City does not have a water- related advisory commission or committee.

3 Efficiencies have been gained recently with the installation and operability of a new
SCADA system, utilizing'off peak' pumping of municipal wells, flushing 20 percent of
hydrants each year, reduction in the number of water leaks, use of water meters for
construction water, and replacement of 600 water meters per year with ' radio read'
meters The City has exceeded its water use reduction goal.
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No alternative government structure options have been identified for Gilroy.
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11. CITY OF MILPITAS

AGENCY OVERVIEW

The City of Milpitas was incorporated as a General Law city on January 26, 1954.
Milpitas is a full service city providing a range of services including: community
development and neighborhood services (planning, housing, child care services, graffiti
abatement, and neighborhood improvement); building inspection; redevelopment;
economic development; police protection; fire protection; public works ( engineering,
traffic and streets, Flood protection, capital improvement projects, city buildings and
facilities, Fleet maintenance, trees and landscaping, streetlights and signals, and utilities);
library; and parks and recreation ( recreation, parks, cultural arts and theater, community
center, senior center, teen center, and sports center). City services (including wastewater,
solid waste, parks and recreation, storm water drainage, law enforcement, and library)
were studied in the August 2006 South Central Santa Clara County Service Review.

Water services to the City are provided through the Utility Engineering and Utility
Maintenance sections of the Public Works Department, which also includes sewer, recycled
water, storm drainage and solid waste. Water services were studied as part of the
Countywide Water Service Review in June 2005.

nt of Services

Services Provided

The Water Program of the City's Utility section provides drinking water to residential,
commercial, industrial and institutional customers within the City. The Utility section
oversees water project planning, design, engineering and construction; water quality;
system maintenance and operation; backflow prevention; and leak detection. Milpitas also
participates in the South Bay Water Recycling (SBWR) Program, has a water conservation
program, and is supported by the Santa Clara Valley Water District (SCVWD) water
conservation program.

The City has two sources of potable water and one recycled water source. Potable
water is derived from imported water from the State Water Project (SWP) and the federal
Central Valley Project (CVP) through the SCVWD; and from the San Francisco Public
Utilities Commission ( SFPUC) Regional Water System. Recycled ( non- potable) water for
irrigation and industrial purposes is produced at the San Jose -Santa Clara Water Pollution
Control Plant (P̀CP) and distributed by SBWR
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Service Area

The City's water service area includes all water service customers within the city limits,
consisting of approximately 13.6 square miles.

Services to Other Anenciec

The City does not provide servicesto other agencies.

Con trnctc for Wa ter Services

The City contracts with SCVWD and SFPUC for treated potable water, and with SBWR.
for recycled water.

Collaboration

The City is a member of the Bay Area Water Supply and Conservation Agency
BAWSCA), and serves on the BAWSCA Technical Advisory Committee, the Long -Term

Reliable Water Supply Strategy Committee, the Drought Implementation Plan Committee,
the Water Quality Committee, and the Water Resource Committee. Milpitas also
collaborates with SCVWD and serves on the following SCVWD Subcommittees: Water
Conservation; Emergency Preparedness; Finance; Groundwater; Recycled Water; Water
Quality; Water Retailers; Water Supply; Treated Water; and the Water Commission.

Boundaries

The Milpitas water service boundary is the same as the city limits. The present bounds
encompass approximately 13.6 square miles. Milpitas is located within the Santa Clara
Groundwater Sub - basin.

ACCOUNTABILITY AND GOVERNANCE

The City operates under a city council -city manager form of government with a five -
member City Council elected at -large and a City Manager appointed by the City Council.

The Mayor is elected for a two -year term. Councilmembers are elected to overlapping
four -year terms. The Vice Mayor is selected by the Council to serve a two -year term.
Current member names, positions, and term expiration dates are shown in Figure 11 -1.
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Figure 11 -1: City of Milpitas City Council

Water and Sewer Utilities Department Contact Information
Contact: ChristonherdeGroot ,DirectorofWaterandSewerUtilities

Address: 1500 Warburton Avenue, Santa Clara, CA 95050

Telephone: 408 - 247 -0784

City Councl

Tuesdays at 7:00 PM ( Meets at least two times per month)
Location: Council Chambers, City Hall, 1500 Warburton Avenue, Santa Clara

Agenda Distribution: Posted on the City website, and available at the City Clerk's Office and other locations.

Member Name Position

Available on the'City Council Meetings on Line' page of the City website, along with

Term Expiration Manner of Selection LenQthofTerm

iamie L. Matthews Mayor November 2014 Elected At -large 4years
Pat Kolstad Councilmember Seat No. 2 November 2014 Elected At -large 4years

Will Kennedy Councilmember Seat No. 3 November 2012 Elected At -large 4years

Kevin Moore Councilmember Seat No. 4 November 2012 Elected At -large 4years
Patricia Mahan Vice Mayor Seat No. 5 November 2014 Elected At -large 4 years

Lisa M.Gillmor Councilmember Seat No. 6 November 2012 Elected At -large 4years

Meetings
Date: Tuesdays at 7:00 PM ( Meets at least two times per month)

Location: Council Chambers, City Hall, 1500 Warburton Avenue, Santa Clara

Agenda Distribution: Posted on the City website, and available at the City Clerk's Office and other locations.
Agendas can be faxed, mailed or e- mailed by request on the day they are posted.

Minutes Distribution: Available on the'City Council Meetings on Line' page of the City website, along with
agendas and reports. A Summary of Council Actions is available atthe City'Clerk's Office
and online.

The City Council meets on the first and third Tuesday at 7:00 PM in the City Council
Chambers. Agendas are posted on the City website, and are available at the City Clerk's
Office and the Library on the Friday before a meeting. Complete agenda packets, including
minutes and reports, are available for review on the City website.

Council meetings are broadcast live on Milpitas Cable Channel 15. Meetings are also
webcast as live streaming video, and are archived on the City website.

The City does not have a water - related advisory commission or committee. The
Finance Subcommittee ( two Councilmembers) meets as needed to review City financial
matters, including water rate adjustments. The Subcommittee's agendas, reports and
minutes are posted on the City website.

The Public Works Department and Engineering Division webpages offer basic
information on the Utility section's primary functions of water, sewer, recycled water, and
storm drainage. Detailed information regarding the water supply and the water
distribution system is not provided, however links are readily accessible to the 2010 Urban
Water Management Plan, the 2009 Water Master Plan Update, Annual Water Quality
Reports, Rates and Charges, and the Water Conservation program. A detailed contact list of
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personnel is not provided, but inquiries can be submitted by e -mail to the Public Works
Director, or by calling the Public Works Director or the Public Works Department general
number listed on the City website under the'Contact the City' link

If a customer is dissatisfied with the City's water services, that customer may write a
letter to the Public Works Director, or contact the Public Works Department as indicated
above. The City does not have an electronic complaint form. In calendar year 2010 there
were a total of 79 water - related complaints; three for odor /taste, 21 for color, one for
turbidity, 42 for pressure, and 12 for water outages. These complaints accounted for 0.48
percent of the 16,351 customers served.

The City demonstrated full accountability and transparency in its disclosure of
information and cooperation with Santa Clara LAFCO. The Water Program responded to
the questionnaires and cooperated with all document requests.

MANAGEMENT AND STAFFING

Daily operations of the Water Program are under the direction of the Director of Public
Works -City Engineer, who reports directly to the City Manager. As an integrated operation,
the Public Works Department has a total of 115.0 full time equivalent (FTE) positions
organized into eleven major functions: Utility Engineering; Land Development; Design and
Construction; Traffic; Engineering Administration; Public Works Administration; Utility
Maintenance; Fleet Maintenance; Facility Maintenance; Street Maintenance; and Trees and
Landscape Maintenance. The Utility Maintenance section consists of water, sewer, recycled
water, and storm drainage. A total of 15.62 FTE positions are dedicated to the Water
Enterprise Fund, as detailed in Figure 11 -2. The Recycled Water Fund has 2.1 FTE
positions.

11 -2: Water Proeram Staff Allocation

Public Works

Director of Public Works /City Engineer
Office Specialist
Senior Maintenance Supervisor
Water System Operator
Assistant Water System Operator
Equipment Maintenance Worker III
Equipment Maintenance Worker II
Maintenance Worker III

Maintenance Worker II

CITY OF MILPITAS 274

Enemeerine

0.20 Acting Assistant City Engineer 0.50

0.50 Associate Civil Engineer 0.95

0.62 Assistant Civil Engineer 0.40

0.90 Public Information Specialist 0.25

0.90 Administrative Analyst II 0.20

0.54 Administrative Analyst 0.50

0.47 Engineering Aide 0.50

1.62

2.03 Finance

Senior Accountant 0.75

Fiscal Assistant 2.25

Water Meter Reader 1.54

Total 15.6
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Performance evaluations of all employees are conducted annually. The probation
period for new employees is twelve months, with evaluations quarterly. The agency tracks
the employees' workload through work logs, service requests, and performance measures
that are included in the annual budget. The Department will be adding ` Maintenance
Connection' software to track workload, billings, permitting, and department activities on a
single platform.

To increase efficiency, 'Radio read' water meters are being installed along medians and
landscape areas that are difficult to access.

The City adopted its 2010 Urban Water Management Plan on June 7, 2011. A Utility
Rate Analysis for Water and Sewer with Rate Recommendations was adopted May 3, 2011.
A Water and Sewer Master Plan Environmental Impact Report (EIR) was adopted May 4,
2010. The City updated its Water Master Plan in 2009. A Water Emergency Response Plan
was prepared in September of 2004. A Financial Utility Master Plan was prepared in April
of 2003. Capital improvements are considered over a five -year planning period as part of
the budget process.

POPULATION AND PROJECTED GROWTH

The 2010 United States Census population for Milpitas is 66,790. The average
household size is 3.34 per the United States Census.

ABAG projects that the population of Milpitas will increase to 106,000 by 2035, a 58.7
percent increase over the twenty -five year period.

Milpitas, along with San Jose, Santa Clara and Gilroy are expected to experience the
highest growth rates between 2010 and 2035. Milpitas will have the highest percentage of
growth at 58.7 percent, followed by Gilroy at 42.6 percent and San Jose at 30.7 percent.

A comprehensive update of the City's General Plan was completed in 1994. Further
amendments have been made every few years after. A January 2002 Update incorporated
the Midtown Specific Plan and included revisions to the General Plan land use map and text
for consistency between these documents. A 2008 Update incorporated the Transit Area
Specific Plan for transit - oriented development around the VTA Light Rail and BART transit
hub near the Great Mall. A 2010 Update revised planning estimates and coordinated
boundaries between the specific plans.

The Land Use Element briefly addresses water as part of Public Utilities and Services in
Section 2.6. It contains one general guiding principal and two general implementation
policies.
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FINANCING

Financial Adequac

The Water Utility Fund (Water Fund) is an enterprise fund in which charges for services
generate the necessary funds to provide the services. No General Fund monies are utilized
by the Fund. The Water Fund is dedicated to water service including administration,
operations, maintenance, and billings and collections. The Water Fund is a parent fund
with four related funds: Capital Improvement Program ( CIP), Water Line Extension Fund;
Water Infrastructure Fund; and Recycled Water Fund. The CIP Fund holds funding for the
design and construction of approved water CIP projects. The Water Line Extension Fund
holds developer connection fees and is used to fund the CIP. The Water Infrastructure
Fund is a reserve fund for future water infrastructure replacement projects. The Recycled
Water Fund is used for recycled water operation, maintenance and capital improvements.

Revenue Sources

In FY 08 -09, the Water Fund generated $4.6 million, in FY 09 -10 the Fund generated
12.8 million, and in FY 10 -11 the Fund was projected to generate $13.5 million.

In FY 10 -11, the Water Fund generated in excess of $13.5 million in direct operating
revenue from the following sources:

Pooled Interest Allocation 50,000 0.4%

Water Service Agreements 15,000 0.1%

Water Meter Sales 15,040 111.4%

Construction Water 20,000 0.1%

Miscellaneous Other Revenue 130,000 1.0%

Transfer in from Recycled Water 879,000 6.5%

Transfer out to General Fund 1,788,178) 13.2°/x)

for indirect expenditures)

Transfer outto CIP Fund 845,000) 6.3%)

Total 13,500,822 100%
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As indicated above, significant revenues are derived from water sales. These revenues
are expected to increase each year as the City passes on the increased costs for wholesale
water.

Rates

Beginning July 1, 2011, the City raised its water rates by an average of 19.2 percent over
the FY 10 -11 rates. These increases are due to the increase in wholesale costs for water

from both of the City's wholesale water suppliers ( SFPUC and SCVWD), plus the impact of
reduced water sales due to the slow economy. The rate increase translates to an average of
6.63 per month for a single- family residence using 23 CCF (hundred cubic feet) per month,
where each CCF is equal to 748 gallons. The City expects water rates to increase by 7
percentto 8 percent each year for the next several years, primarily due to the SFPUC's $4.6
billion in seismic improvements to the Hetch Hetchy water delivery system, and lagging
water sales ( due to the slow economy and water conservation) which are 12.5 percent
lower than projected.

The City also revamped its water rate structure, going from two residential tiers to four
in order to better coordinate the costs for service and improve water conservation. Tier 1
0 to 10 CCF) would remain at $1.77 per CCF per month; a new Tier 2 ( 11 -20 CCF) would
be $2.76 per CCF per month; Tier 3 (21 -30 CCF) would remain at $3.72 per CCF per month;
and a new Tier 4 (more than 31 CCF) would be $4.17 per CCF per month.

Expenditures

For FY 11 -12, the Water Fund expenditure is expected to total over $19.1 million
which includes funding for CIP), and is 13.6 percent of the City total expenditure (all
funds) of $140.8 million.

In FY 08 -09, the Water Fund spent a total of $10.9 million, in FY 09 -10 the Fund spent
10.7 million, and in FY 10 -11 the Fund was projected to spend $9.6 million. Primary
expenses totaling $9.6 million in FY 1D -11 were:

Receivables $ 300,000 3.1%

Utilities 300,000 3.1%

Non - Departmental 6,600,000 68.8%

Utility Maintenance . 1,400,000 14.6°/%

Utility Engineering 600,000 6.2%

Miscellaneous 400,000 4.2%
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The non - departmental expenses were primarily for purchasing wholesale water from
SFPUC and SCVWD.

Figure 11 -3: Expenditures and Revenues (FYs 08-09,09-10 and 10 -11)

Figure 11 -3 provides 16,000,000
a comparison of revenues 14,000,000
and expenses for the last
three fiscal years. 12,000,000
General accounting 10.000,000
practices typically show 8,000,000
transfers out" as

6,000,000 - I krevenues. For example, 7Jin FY 08 -09, there was an V,000,000

8.7 million transfer to 2,000,0no

the CIP fund, which o —
reflects an atypical low FY 08-09 FY09 -10 FY W -11

revenue value in the

graph. Revenues ■ Expenditures

Conitnl Dutlovs

The current budget includes 27 capital improvement projects scheduled over the five -
year planning period, six of which are funded for FY 11 -12 as follows:

C• Curtis Well pump station upgrade $1,600,000

Z+ Water Systemb̀ackbone'seismic improvements $ 200,000

C AbelStreet /Carlos Street main line extension MONO

3 Reservoir Cleaning $ 50,000

3 Turnout improvements; valve testing /replacement $ 150,000

C• Water Meter Replacement, medians $ 75,000

Total $ 2,425,000

Particular focus is being placed on water line extensions; and well and pump upgrade,
rehabilitation and maintenance. Over the five -year CIP period, the City will expend $33.1
million on water - related improvements.

Long -term Debt

The Water Fund does nothave anylong -term debt.
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Reserves

The City has two reserve fund policies relating to water: maintain an annual operating
and maintenance reserve of 30 percent of operating and maintenance expenses; and
deposit $2 million annually into the water infrastructure fund. As of June 30, 2011, the
fund balance for the Water Enterprise Fund stood at $4,996,623, or 52 percent of operating
and maintenance expenses for FY 10 -11. This fund balance can be considered to be the
Operating and Maintenance Reserve and would be sufficient to fund water operations for
6.2 months.

For FY 11 -12, $2,075,000 of the Water Fund reserves will be utilized to fund capital
improvement projects.

WATER SUPPLY

The City of Milpitas receives wholesale potable water directly from two supply
sources —SFPUC and SCVWD. In addition to these two potable supply sources, the City
receives non- potable recycled water from South Bay Water Recycling ( SBWR) for
landscape irrigation and industrial uses in selected areas west of Interstate 680. The City's
emergency water supply consists of two local groundwater wells and three emergency
interties —one with the San Jose Water Company and two with the Alameda County Water
District

The City's water supply is treated surface water provided by SFPUC (55 percent) and
SCVWD ( 40 percent). The remaining five percent is recycled water provided by SBWR.
The City does not provide any water treatment or groundwater recharge. All water is pre-
treated by the wholesaling agencies. The City's available and projected water supplies are
shown in Figure 11 -4.

SFPUC 10,340 6,744 7,920 8,614 9,242 9,858 9,858
SCVWD Varies 3,484 3,697 4,380 5,769 7,169 9,186
SBWR No Limit 807 1,199 1,333 1,546 1,759 1,983
Total 11,034 12,726 14,328 16,557 18,786 21,027

Source: Master Agreement Supply Assurance for SFPUC;
2010 City of Milpitas U WMP, Table 3 -13 for SCV WD & SBWR.
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SFP UC Water

The City of Milpitas purchases water from SFPUC for a portion of its domestic surface
water supply through its 2009 Master Agreement. The agreement between the City and
SFPUC was negotiated by the Bay Area Water Supply and Conservation Agency ( BAWSCA).
Per the agreement, the 27 SFPUC wholesale customers have a combined supply assurance
of 184 million gallons per day. The City's guaranteed portion of the supply assurance is
referred to as the individual supply guarantee. Milpitas' individual supply guarantee is
9.23 million gallons per day (or approximately 10,340 acre feet per year (AFY). The City
projects using 9,838 acre feet or 95 percent of its individual supply guarantee in 2035.
Water from SFPUC is delivered to the City through Bay Division Pipelines 3 and 4.

SCVWD Water

Water from SCVWD is delivered to the City from the Penitencia or Santa Teresa Water
Treatment Plants via the Milpitas Pipeline. Water purchased from SCVWD is governed by a
contract between SCVWD and the City. The actual contract amount is adjusted periodically
based on an annual delivery schedule request that the City submits every three years.
However, there is no maximum supply guarantee. This schedule is binding for the
subsequent three -year period, and the City's annual purchase must be at least 90 percent of
the maximum year contained in the schedule. The City's monthly "supply guarantee" is at
least 15 percent of the total estimated yearly amount, In 2010, the City made use of 3,484
acre feet of water from SCVWD. The City anticipates nearly tripling its use of SCVWD water
by 2035 at 9,186 acre feet.

The SFPUC and SCVWD potable water supply sources are not blended under normal
operating conditions. Due to their different characteristics, the indiscriminate blending of
these two supplies could lead to potential water quality problems such as the generation of
undesirable taste and odors. Hence, the City's water system is physically separated via
isolation valves in the distribution pipeline network These isolation valves can be
manually opened to allow emergency backup of SFPUC supply for the SCVWD zones and
vice versa.

Dro uo h t Allocations

The SFPUC water supply is subject to reductions during drought conditions. As part of
the water supply agreement, a water shortage allocation plan between SFPUC and its
wholesale customers was adopted in 2009, and addresses shortages of up to 20 percent of
system -wide use. The Tier 1 Shortage Plan allocates water from the regional water system
between San Francisco Retail and the wholesale customers during system -wide shortages
of 20 percent or less. The water supply agreement also includes a Tier 2 Shortage Plan,
which allocates the available water among the SFPUC wholesale customers. A new Tier 2
plan was approved by the BAWSCA agencies in 2011, which provides the framework for
allocating the wholesale Tier 1 water allocation between the different BAWSCA agencies.
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The new Tier 2 water shortage plan is in effect until 2018. For details, refer to the D̀rought
Allocations' section of Chapter 23, San Francisco Public Utility Commission.

Recvcled Water

1 n 1998, the South Bay Water Recycling (SBWR) facility and pipeline was constructed to
provide recycled water from the San Jose -Santa Clara Water Pollution Control Plan to
wholesale water providers for irrigation, landscape and industrial uses. SBWR is a joint
powers authority that consists of the Cities of San Jose, Milpitas and Santa Clara, West
Valley Sanitation District, and Cupertino Sanitation District

SBWR currently provides recycled water to San Jose Municipal Water System
customers in the City of San Jose, the City of Milpitas, the City of Santa Clara, and the San
Jose Water Company. Recycled water from SBWR is delivered through a connection atthe
Milpitas' western edge. Service began in October of 1997 and provides recycled water
primarily to business and retail areas in the City's western and southern areas. The City's
recycled water distribution system consists of approximately 20 miles of mainline and
approximately 180 service connections. Recycled water purchase is governed by contract
with SBWR. There is no maximum supply allocation, as recycled water supply is
unrestricted for the foreseeable future. In 2010, the City purchased 807 acre feet The City
anticipates making greater use of recycled water in the future with projected use more
than doublingbet,ween 3010 and 2035.

Emergency Preparedness

Wnter Sunnly Hozords

The Water Utility is on call 24/7 and is prepared to respond to any leaks or breaks in a
timely manner.

The City is currently upgrading its ' backbone' water delivery system to withstand a
seismic event This is an ongoing project that is part of the five -year capital improvement
program.

Fmernencv Wnter Sunnly

An emergency backup water supply is provided by above - ground water storage tanks,
with an effective capacity of 16.27 million gallons. This storage capacity can provide one
day of emergency water under a maximum daily demand scenario.
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Interties and Back -un SunDiv

The City currently has interties to the San Jose Water Company and the Alameda County
Water District through service connections for use during emergency situations. At
present, no proposed transfers are anticipated.

The City has one existing groundwater well (Pinewood) for emergency supply, with one
future well (Curtis) to be constructed in early 2012.

WATER DEMAND

The City's projected water demands based on the total of single family, multi - family,
commercial, industrial, institutional, potable irrigation, recycled irrigation, and
unaccounted for water losses for five -year time periods to 2035 are shown in Figure 11 -5.
By 2035, water use (through water sales) is projected to amount to 21,027 AFY with 8.1
percent assumed for system losses of the total projected water use. Figure 11 -5 also shows
the projected water demands in acre -feet per year (AFY) with active conservation assumed
and as projected by SCVWD).

11 -5: Citv of Miluitas Proiected Water D

2010 11,034
2015 12,726 15,280
2020 14,328 16,240
2025 16,557 17,220
2030 18,786 18,240

Sources 2010 City of Milpitas, Urban Water Management Plan, Chapter 3, Table 3 -11, page 11 and
SCVWD Urban Water Management Plan, 2010, Table 4-1, Retailer Demand Projects after
Conservation Savines

When accounting for dry and multiple dry -year sequences, the City's supplies, even
when shorted, is adequate to cover projected demand increases to 2030, as shown in
Figure 11 -6. However, during multiple dry -year sequences, supplies would be curtailed
below projected demands for that time. Shortages, based on existing entitlements, would
likely occur in those years. Although the City has diversified its sources of supply between
the two wholesalers, it is still vulnerable to shortages caused by successive dry years.
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WATER INFRASTRUCTURE AND FACILITIES

The Milpitas water system is a comprehensive water storage and delivery system. The
City is divided two service areas. The SFPUC service area is divided into five pressure
zones and is supplied by four turnouts. The SCVWD service area is divided into two
pressure zones and is supplied by one turnout

The City's has one local groundwater well ( Pinewood) and one future well ( Curtis) for
emergency water supply pu rposes.

ter Treatment Facilities

Milpitas does not have any water treatment facilities.

Water Storage Facilities

The City has five active storage tanks ( Gibraltar SF, Gibraltar SC, Ayer, Tularcitos, and
Minnis) with a combined storage capacity of 16.27 MG.

Convevance and Distribution Facilities

The water distribution system is composed of approximately 213 miles of distribution
lines. The distribution system also consists of five pump stations. The system also features
4,858 isolation valves, 1,840 fire hydrants, 1,766 backflow prevention devices, and 16,351
water service connections.

The City reported that in calendar year 2010 there were 173 main line breaks or leaks,
and 69 service connection breaks or leaks. The City did not issue any'boil water' orders or
report any water outages.
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Supply Demand Supply Demand Supply Demand Difference

2015 13.52 11.36 11.95 11.36 10.94 11.36 0.42

2020 14.33 12.79 12.76 12.79 11.75 12.79 1.04

2025 15.76 14.78 14.19 14.78 13.18 14.78 1.60

2030 17.20 16.77 15.63 16.77 14.62 16.77 2.15

2035 19.20 18.77 17.63 18.77 16.62 18.77 2.15

Source: 2010 City of Milpitas UWMR Tables 5 -11, 5 -12 and 5 -13.

WATER INFRASTRUCTURE AND FACILITIES

The Milpitas water system is a comprehensive water storage and delivery system. The
City is divided two service areas. The SFPUC service area is divided into five pressure

zones and is supplied by four turnouts. The SCVWD service area is divided into two
pressure zones and is supplied by one turnout

The City's has one local groundwater well ( Pinewood) and one future well ( Curtis) for
emergency water supply pu rposes.

ter Treatment Facilities

Milpitas does not have any water treatment facilities.

Water Storage Facilities

The City has five active storage tanks ( Gibraltar SF, Gibraltar SC, Ayer, Tularcitos, and
Minnis) with a combined storage capacity of 16.27 MG.

Convevance and Distribution Facilities

The water distribution system is composed of approximately 213 miles of distribution
lines. The distribution system also consists of five pump stations. The system also features

4,858 isolation valves, 1,840 fire hydrants, 1,766 backflow prevention devices, and 16,351
water service connections.

The City reported that in calendar year 2010 there were 173 main line breaks or leaks,
and 69 service connection breaks or leaks. The City did not issue any'boil water' orders or

report any water outages.
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Infrastructure Needs & Capital Improvement Program

The current capital improvement program identifies 27 capital improvement projects
scheduled over the five -year planning period. Particular focus is being placed on extending
water lines and rehabilitation of pumps. Refer tothe Financing Section for details.

Shared Facilities

The City does not share any facilities with any other agencies or organizations.

WATER QUALITY

Source Water

For the SFPUC system, the major water source originates from spring snowmelt flowing
down the Tuolumne River to the Hetch Hetchy Reservoir, where it is stored. This pristine
water source is located in the well - protected Sierra region and meets all Federal and State
criteria for watershed protection. DPH and the EPA have granted the Hetch Hetchy water
source a filtration exemption, based on the SFPUC's disinfection treatment practice,

extensive bacteriological - quality monitoring, and high operational standards. In other
words, the source is so clean and protected that the SFPUC is not required to filter water
from the Hetch Hetchy Reservoir. Water fromthe Hetch Hetchy is supplemented by run -off
collected in the Alameda. and Peninsula Watersheds. This water is treated at two water

treatment plants priorto distribution.

Overall groundwater quality in Santa Clara County is very good and water quality
objectives are achieved in most wells. Public water supply wells throughout the County
deliver high quality water to consumers, almost always without need for treatment. The
most significant exceptions are nitrate and perchlorate, which have impacted groundwater
quality predominately in South County. In the future, new and more stringent drinking
water quality standards could also affect the amount of groundwater pumped from the
basin.

Accordingto the California Department of Public Health (COPE) Drinking Water Source
Assessment, which evaluates the vulnerability of water sources to contamination, the
SVCWD's surface source waters are susceptible to potential contamination from sea water
intrusion and organic matter in the Delta and from a variety of land use practices, such as
agricultural and urban runoff, recreation activities, livestock grazing, and residential and
industrial development. Local sources are also vulnerable to potential contamination from
commercial stables and historic mining practices.
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Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report, the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns. The City's water wholesalers, SFPUC and SCVWD, conduct their own
testing.

The City does not treat its water supply. Treated water is received from the SFPUC
Hetch Hetchy system and the SCVWD water treatment plants. According to the EPA Safe
Drinking Water Information System, neither SFPUC nor SCVWD had health or monitoring
violations within the last 10 years with regard to its treatment systems.

According to the federal Environmental Protection Agency (EPA) through its Safe
Drinking Water Information System (SDWIS), the City of Milpitas did not have any health
based violations duringthe 2000 -2010 period. The Cityhad one monitoring and reporting
violation in October of 1999, with State compliance achieved in March 2000.

The City's 2010 Water Quality Report indicates that the City's potable water supply
from all sources met all state and federal drinking water health standards. In order to
verify that water quality standards are met, drinking water samples are collected weekly
throughout the City and analyzed for a variety of regulated and unregulated contaminants.
Samples are tested by a contracted certified laboratory. Of the parameters tested, none
were found to be higher than the California Department of Public Health (COPE) allows.

The CDPH Annual Water System Sanitary Survey conducted in October of 2010
identified the following items for follow -up action (with status in parentheses):

Provide a timetable to implement cross connection control surveys; (submitted to
CDPH on July 15, 2011);

Apply for and obtain an amended water supply permit ( including a Facility
Operations Plan) from CDPH for installation of a chloramine boosting station at the
Gibraltar Booster Pump Station (in progress);

Submit the completed amended permit applications for the completed
chloramination treatment facility at the Pinewood Well, and for the development
and construction of the Curtis Well (in progress);

Monitor the Pinewood Well for asbestos and two quarters of synthetic organic
chemicals ( SOC) or request a monitoring waiver ( asbestos waiver approved by
CDPH on December 3,2010; SOC monitoring completed December 2010);
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Make corrections to the draft Nitrification Action Plan (NAP) as identified by CDPH
including a flushing and valve maintenance program (in progress);

Provide updated data sheets for those facilities which have undergone changes,
including the Gibraltar Pump Station (submitted to CDPH on July 15, 2011); and

Submit a revised Groundwater Rule Triggered Source Monitoring Plan for the
Pinewood Well (submitted to CDPH on July 11, 2011 and approved by CDPH on
August 2, 2011).

The survey also identified minor deficiencies related vent screens on tanks and booster
pumps, and rust on the interior of the Minnis Tank These deficiencies will be remedied by
early fall 2011.
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CITY OF MILPITAS

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

The current 2010 population of Milpitas is 66,790.

ABAG estimates that Milpitas will grow by 583 percent over the next 25 years to an
estimated population of 106,000.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 By the year 2020, Milpitas will experience water supply shortfalls in drought years,
with up to a 2,400 acre foot per year shortfall in the third year of consecutive
drought by 2035.

3 Milpitas will rely on groundwater pumping from its two municipal wells, increased
use of recycled water, and more stringent water conservation programs to make up
for any drought- related shortfalls.

3 Continued emphasis on water conservation, use of recycled water, and higher water

rates are expected to curtail the City's demand for water.

t The Milpitas water supply and distribution system has sufficient capacity to serve
all water customers within its service area.

3 Emergency backup water supply is provided by above - ground water storage tanks,
With an effective capacity of 16.27 million gallons. This storage capacity can provide
one day of emergency water under a maximum daily demand scenario.

3 The City's capital improvement program is placing particular focus on water line
extensions and well and pump upgrade, rehabilitation and maintenance. Over the
five -year capital improvement plan period, the City will expend $33.1 million on
water - related improvements.

3 The City provides high quality water based on city compliance with drinking water
regulations. The City did not have any health based violations during the 2000-
20 10 period.
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City management methods appear to generally meet accepted best management
practices. The City prepares a budget before the beginning of each fiscal year, has a.
detailed Capital Improvement Program, conducts periodic financial audits,
maintains relatively current transparent financial records, regularly evaluates rates
and fees, tracks employee and department workload, and has established a process
to address complaints..

Financial Abilitv of Aeencv to Provide Services

As an Enterprise Fund, the Milpitas Water Utility Fund has sufficient financial
resources to provide an adequate level of service. However, rate increases will be
required to insure that revenues exceed expenditures.

The City utilizes its Water Utility Fund to "transfer out' revenues for water - related
capital improvement projects, resulting in a lower revenue amount in the budget
than is actually the case.

Beginning July 1, 2011, the City raised its water rates by an average of 19.2 percent
over the FY 10 -11 rates. The City expects water rates to increase by 7 percent to 8
percent each year for the next several years.

The City revamped its water rate structure, going from two residential tiers to four
in order to better coordinate the costs for service, and to improve water
conservation.

Status and OUDOYtunities for Shared Facilities

The City practices facility sharing by receiving potable water through the SFPUC
distribution system and the SCVWD distribution system.

The City has interties with the San Jose Water Company and the Alameda County
Water District for use during emergency situations.

South Bay Water Recycling currently provides recycled water to the City of Milpitas
for use in landscape irrigation and industrial uses.

The City a member of the Bay Area Water Supply and Conservation Agency and
serves on a number of BAWSCA committees. Milpitas also collaborates with the
Santa Clara Valley Water District and serves on a number of subcommittees.
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Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

Accountability is best ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. The City demonstrated
accountability with respect to all of these factors.

The City does not have a water - related advisory commission or committee.

2 To increase efficiencies, the Public Works Department will be adding `Maintenance
Connection' software to track workload, billings, permitting, and department
activities on a single platform. In addition, ' radio read' water meters are being
installed along medians and landscape areas that are difficult to access.

The City's water rate structure is designed as an ìnclining block tier' which charges
proportionally higher water rates for higher water users and promotes more
efficient use of water.

4.• No government structure options have been identified for Milpitas.
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12. CITY OF MORGAN HILL

AGENCY OVERVIEW

The City of Morgan Hill was incorporated as a General Law city on November 10, 1406.
Morgan Hill provides a range of services including: community and economic development
engineering, planning, building inspection economic development redevelopment and
housing); police protection ( including emergency services and animal control); community
services ( recreation, park and field maintenance, street maintenance, stormwater, lighting
and landscape maintenance, sports, aquatics, community and cultural center, recreation

center, senior center, teen center, and water conservation); and engineering and utilities
wastewater operations, water operations, utility billing, and building maintenance). The
City contracts for fire protection ( including emergency medical); library services; street
sweeping; and solid waste disposal and recycling. Regional waste water treatment and
disposal is provided by a joint powers agency which includes Morgan Hill and Gilroy. City
services ( including wastewater, solid waste, parks and recreation, storm water drainage,
law enforcement, and library) were studied in the August 2006 South Central Santa Clara
County Service Review.

Water services to the City are provided through the Water Operations Division of the
Engineering and Utilities Department, which is part of the Community Development
Agency. Water conservation is part of the Maintenance Services Division of the Community
Services Department. Water services were studied as part of the Countywide Water
Service Review in June 2005.

and Extent of Services

Servic" Provided

The Water Operations Division provides drinking water to residential, commercial, and
industrial customers within the City. The Water Operations Division is responsible for
water quality, supply wells, distribution and storage, pump stations, pressure regulating
stations, and leak detection. Through the Community Services Department Morgan Hill
also works cooperatively with the Santa Clara Valley Water District ( SCVWD) water
conservation program.

The City of Morgan Hill utilizes local groundwater as its sole source of water supply.
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Service Area

The City's water service area includes all water service customers within the city limits,
cons isting of app roximately 12.9 squa re miles. The C ity also serves 296 p roperties outs ide
the city limits, which comprise 2.4 percent of the total water service connections. Of the
296 out -of- agency water service connections, 199 service connections arefor homes within
the Holiday Lake Estates Subdivision. Holiday Lake Estates is located within the City's
urban service area and as an unincorporated island less than 150 acres, is eligible for
annexation without protest proceedings under Government Code Section 56375.3.

Government Code Section 56133 requiring cities to seek LAFCO approval prior to
providing service extensions outside city boundaries became effective on January 1, 1994.
Based on a review of City water service records, the City believes that all out -of- agency
water service connections occurred between 1968 and 1989. City records do not indicate
any out -of- agency water service connections after 1993 that were not approved by LAFCO.

Services to Other Anencies

The City of Morgan Hill does not provide services to other agencies.

Con troctr for Wo ter Services

The City does not contract with other agencies or water purveyors for water services.

Collaboration

The City collaborates with the SCVWD and participates in the Groundwater Basin
Group, the Retailers Group, and the Conservation Group. Morgan Hillis a member of a joint
powers authority with the City of Gilroy regarding the South County Regional Wastewater
Authority (SCRWA),

Boundaries

The Morgan Hill water service boundary is the same as the city limits, but also extends
beyond the city limits to serve water and sewer customers outside the City. The present
bounds encompass approximately 12.9 square miles. Morgan Hill overlies both the Llagas
Groundwater Subbasin and the Coyote Valley Subarea of the Santa Clara Groundwater
Subbasin.
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ACCOUNTABILITY AND GOVERNANCE

The City operates under a city council -city manager form of government with a Mayor
and four Council Members elected at -large and a City Manager appointed by the City
Council.

The Mayor is elected for a two -year term. Council Members are elected for four -year
overlapping terms. The Mayor Pro Tempore is selected by the Council at the first meeting
after the November General Election (or the second regular meeting in November) for a
one -year term. Current member names, positions, and term expiration dates are shown in
Figure 12 -1.

Figure 12 -1: City of Morgan Hill City Council

Engineering and Utilities Department Contact h
Contact: Mario Iglesias, Utility Systems Manager

Address: 100 Fries Court, Morgan Hill, CA 95037

Telephone: 1408-776-7333
City Council
Member Name Position Term Expiration Manner of Selection Length of Term

Larry Carr Mayor Pro Tempore November 2012 ElectedAt -large 4 years

Rich Constantine Council Member November 2014 Elected At -large 4 years

Marilyn Librere Council Member November 2012 ElectedAt -large 4 years

Gordon Siebert Council Member November 2014 Elected At -large 4 years

Date: First, Third and Fourth Wednesdays at 7:00 PM
Location: City Council Chambers, City Hall, 17555 Peak Avenue, Morgan Hill

Agenda Distribution: Posted on the'Public Meeting Agendas & Minutes' page of the City website; posted
on City Hall bulletin boards, and available for review at the City Clerk's Office and
the Morgan Hill Public Library.

Minutes Distribution: Available on the'Pubhc Meeting Agendas & Minutes' page of the City website; along
with agendas and reports.

The City Council meets the first, third and fourth Wednesdays in the City Counci
Chambers. Agendas are posted on the City website. Complete agenda packets, including
minutes and reports, are available for review on the City website.

Council meeting are broadcast live on Channel 17. Meetings are also available for
viewing as searchable video on the City website.
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The City of Morgan Hill does not have a water - related advisory commission or
committee.

Basic information regarding water is currently on the Public Works Department
webpage, along with a video on Morgan Hill's water. Detailed information regarding water
supply and water distribution is not provided; however links are readily accessible to the
Annual Water Quality Reports, the 2010 Urban Water Management Plan, water rates and
fees, and the Perchlorate program. Information on Water Conservation is available on the
Environmental Programs webpage.

Alist of Engineering and Utilities Department personnel is provided, along with some e-
mail addresses. Inquiries can be made by calling the telephone numbers listed on the Staff
Directory page of the City website.

If a customer is dissatisfied with the City's water services, that customer may write a
letter to the Utility Systems Manager of the Water Operations Division, or by contacting the
Engineering and Utilities Department as indicated above. The City has an electronic
general inquiry /request for service /comment /complaint' form, as well as a r̀eport a water
leak' form, and a ẁater waste' report form and hotline telephone number. In calendar year
2010 there were a total of five water quality- related complaints; three for odor /taste, two
for color, none for turbidity, none for pressure, and none for water outages. These
complaints accounted for 0.04 percent of the 12,132 customers served.

The City of Morgan Hill demonstrated full accountability and transparency in its
disclosure of information and cooperation with Santa Clara LAFCO. The Engineering and
Utilities Department responded to the questionnaires and cooperated with all document
requests.

MANAGEMENT AND STAFFING

Daily operations of the Water Operations Division are under the direction of the Utility
System Manager, who reports to the Engineering Deputy Director, who reports to the
Assistant City Manager for Community Development, who reports to the City Manager.
Water conservation is overseen by the Program Administrator of the Environmental
Services Section of the Maintenance Services Division of the Community Services
Department. Water billing is under the Director of Finance. As an integrated operation, the
Engineering and Utilities Department has a total of 32.41 full time equivalent (FTE)
positions organized into five major functions: Water Operations; Sewer Operations; Utility
Billing; Water Conservation; and Building Maintenance. A total of 14.92 FTE positions are
dedicated to the Water Enterprise Fund, as detailed in Figure 10 -2.
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10 -2: Water Service Staff Allocation

Water Billing

Assistant Finance Director

Administrative Services Director

Budget Manager
AccountI

Accounting Assistant I /II

Water Conservation

Director of Recreation and

Community Services
Program Administrator
Municipal Services Assistant

Water Operations
Assistant City Manager for

Community Development
City Engineer
Utilities Business Manager
Office Assistant I/H

0.20

Water Operations (Continued)

0.04

0.15 Utility Systems Manager 0.50

0.125 Program Administrator 0.05

0.175 Senior Civil Engineer 0.18

0.015 Associate Engineer 0.15

1.125 Assistant Engineer 0.05

0.20

Engineering Aide I /II 0.56

0.50

Associate Planner 0.15

0.05 Public Works Inspector Supervisor 0.10

0.20 Senior Public Works Inspector 0.04

0.05 Public Works Inspector 1.00

Electrician 0.55

Utility Systems Supervisor 1.10

0.05 Confidential Support Services 0.15

Supervisor
0.20 Senior Utility Worker 1.8

0.50 Utility Worker 1/11 5.5

0.40 Total 14.92

Performance evaluations of all employees are conducted annually. The probation
period for new employees is six months, with evaluations at three and six months. The
agency tracks the employees' workload through work orders, time card reports, and
budget - related performance measures.

Efficiencies have been gained recently by utilizing scheduling software to monitor
preventative maintenance, including well pumps on a quarterly basis. The meter

calibration program has reduced water wastage by 200,000 gallons per month. Well water
pumping occurs during off peak hours from 12:00 to 6:00 AM.

The City adopted the 2010 Urban Water Management Plan on June 1, 2011. A Water
System Emergency Response Plan was prepared in February of 2004... The City updated its
Water System Master Plan in January of 2002. The City also collaborated with SCVWD on
the December 2007 Groundwater Conditions Report and the July 2010 South County Water
Supply Planning Project.
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POPULATION AND PROJECTED GROWTH

The 2010 United States Census population for Morgan Hill is 37,882. The average
household size is 3.04 per the United States Census.

ABAG projects that the population of Morgan Hill will increaseto 47,900 by 2035, a 26.4
percent increase over the twenty -five year period.

The City's 2001 General Plan contains seven Water Resource policies and nine action
items. The Plan also contains 22 policies related to Water Quality, along with 5 action
items.

The City has stated that in the next five years the City anticipates submitting three
annexation requests to LAFCO including: the southeast quadrant of Highway 101 and
Fisher Avenue (760 acres); the South Monterey Road area (43 acres); and the northeast
quadrant of Edmundson Avenue and De WittAvenue (35 acres).

Measure E ( originally approved by the voters in 1977, and extended to 2010 by
Measure P, and again to 2020 by Measure C) established the Residential Development
Control System (RDCS) which allocates residential building allotments on an annual basis.
A maximum of 250 dwelling units can be approved in any one year. For FY 10 -11, the
Council allocated 221 units; for FY 11 -12 the Council allocated 213 units; for FY 12 -13 the
Council allocated 225 units; and for FY 13 -14, the Council allocated 197 units.

FINANCING

Financial Adeauac

The Water Operations Fund (Water Fund) is an enterprise fund in which charges for
services generate the necessary funds to provide the services; however, beginning in FY
09 -10, the City's Water Fund expenditures have exceeded revenues. No General Fund
monies are utilized bathe Fund. The Water Fund is dedicated to water service including
administration, engineering, operations, capital improvements, maintenance, and billings
andcollections. For budget purposes, capital improvements are treated separately.

Revenue Sources

In FY 08 -09, the Water Fund generated $8.6 million, in FY 09 -10 the Fund generated
7.5 million, and in FY 10 -11 the Fund was projected to generate $7.2 million. The
reductions in revenue are attributed to the lingering economic recession, cooler and wetter
weather conditions, and water conservation. With continued water conservation offset by
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rate increases scheduled to go into effect on January 1, 2012, the Water Fund is expected to
generate $7.2 million in FY 11 -12.

In FY 10 -11, the Water Fund was projected to generate $7.25 million in direct revenue
from the following sources:

Water Sales $ 6,015,125 83%

User Account Maintenance, Meter $ 1,232,013 17%

Installations, Inspections, and a
Perchlorate Surcharge

Total $ 7,247,138 100%

As indicated above, significant revenues are derived from water sales.

Rates

The City Council adopted new water rates on July 27, 2011 which call for a 10.0 percent
increase in 2012, and a 3.5 percent increase per year for 2013, 2014, 2015, and 2016.

Monthly consumption charges are based on a tier structure to encourage water
conservation. The City also charges a monthly base rate (meter charge), plus a three
percent surcharge for perchlorate removal. The City also provides a 60 percent low income
customer discount for the meter charge; and charges customers outside the City a 50
percent surcharge (1.5 times higher than In -City customers). The City currently has 11,827
In -City water customers and 296 Outside City water customers.

Changes in consumption charges for a single family residential service are as follows:

Water Use per Month
in hundred cubic feet (CCF)

FY 10 -11 Rates FY 11 -12 Rates

Tier 1 (1 to 10 CCF) 1.17 per CCF 1.287 per CCF

Tier 2 (11 to 30 CCF) 2.34 per CCF 2.574 per CCF

Tier 3 (Over 31 CCF) 3.51 per CCF 3.861 per CCF

A typical In -City residential water customer with a 5/8 inch meter will see a monthly
water bill increase from $20.06 to $22.07, a $2.01 increase.

CITY OF MORGAN HILL 296



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

enditures

For FY 11 -12, the Water Fund expenditure is expected to total $8.56 million, which is
9.7 percent of the City total expenditure ( all funds) of $88.66 million. Depending on the
amount of additional revenues generated bythe rate increase scheduled to go into effect on
January 1, 2012, it may be necessary to utilize the Rate Stabilization Fund to make up any
shortfall, similarto FYs 09 -10 and 10 -11.

In FY 08 -09, the Water Fund spent a total of $8.24 million, in FY 09-10, the Fund spent
7.60 million, and in FY 10 -11, the Fund was projected to spend $7.54 million. Revenues
and Expenditures of the Fund for the past three fiscal years are shown in Figure 12 -3.
Primary expenses in FY 10 -11 were as follows:

Salaries and Benefits 2,006,443 26.6%

Materials and Supplies 3,833,276 50.9

Capital Outlay 315,445 4.2%

Interfund Charges /Allocations 387,054 5.10 /0

Transfer to General Fund 457,155 6.1%

Debt Service 538,266 7.1%

Total 7,537,639 1000 /0

Figure 12.3: Expenditures and Revenues (FYs 08-09,09-10,and 10 -11)
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Canital Outlnvv

A total of seven water - related capital improvement projects ( CIPs) are scheduled over
the five -year planning period (2012- 2016), only one of which is funded for FY 11 -12. This
is the Main Avenue Water Main Replacement project at an estimated cost of $925,000 in FY
11 -12 and $250,000 in FY 13 -14.

Other projects over the remaining four -year CIP period include: new well property
acquisition ($250,000); new water mains ($745,000); booster pump rehabilitation
675,000); water well rehabilitation ($545,000); water tank re- coating ($310,000); and
updating the water master plan ($55,000) for a total of $3,755,000.

l.onn -term Debt

The Water Operations Fund has three debt instruments as follows:

3 2003 Water Facilities Bond Matures in 2017, annual payment of 148,388,
outstanding principal of $769,169;

1999 Water Certificates of Matures in 2021, annual payment of 383,453,
Participation outstanding principal of $2,980,000; and

4 - 2004 Water Bond Matures in 2034, annual payment of 351,125,
outstanding principal of $7,740,000.

Reserves

The City of Morgan Hill tracks fund balances at the end of each Fiscal Year for specific
funds. As of July 1, 2011, the following balances were available:

4 - Water Operations Fund $ 224,089;

4 - Water Rate Stabilization Fund $ 1,523,783; and

3 Water System Replacement Fund $ 743,500.

The Water Operations fund balance can be considered to be the Water Operations
Reserve and would be sufficient to fund water operations for0.4months.
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WATER SUPPLY

The City of Morgan Hill relies on groundwater extracted from the Llagas Sub -Basin and
has no connections to other systems or sources of supply. The City of Morgan Hill shares
this groundwater resource with the other water providers in the South County. It pumps
its water from the Llagas Subbasin and the Coyote Valley subarea of the Santa Clara Valley
Subbasin. These two subbasins are each part of different basins in Santa Clara County. The
City operates 17 municipal wells on the valley floor with a current pumping capacity of
18,054 acre feet. The City adds disinfectant to the water at the wellhead prior to
distribution. Groundwater recharge is performed by SCVWD, and the City pays a
groundwater production service charge to cover its share of those costs. The City's water
supplies are shown in Figure 12 -4. The City plans to construct an additional well that will

give a total pumping capacity of 18,422 acre feet per year, as shown in the additional
supply capacity starting in 2015.

Wholesale Water

Supplier - Produced Groundwater
Coyote Valley

Supplier - Produced Groundwater
Llagas

Total Std Plies
Source: Adapted from Cityof Morgan Hill

0

2,476

15,578

18,054
2010 Urba

0

2,476

15,946

18,422
i Water Mai

0 0 0

2,476 2,476 2,476

15,946 15,946 15,94E

18,422 18,422 18,422
iagement, Table 4.1.1, page 4-2.

The 2003 Bulletin 118 update did not identify the Santa Clara Valley Basin as being in a
condition of overdraft Furthermore, reports on the water quality and level released by the
Santa Clara Valley Water District as recently as January 2011, do not suggest that the basin .

is in a condition of overdraft Groundwater levels are not expected to drop based on the
precautions taken by the City of Morgan Hill, as well as the Santa Clara Valley Water
District. However, it should be noted that the groundwater level in the both the Llagas
Subbasin and the Coyote Valley subarea have been recorded to be strongly dependent on
the annual rainfall. Groundwater levels drop sharply and recover quickly during dry and
wet periods. Precautions taken by the City and SCVWD to manage groundwater levels
include constant groundwater level monitoring, groundwater quality monitoring, and
water conservation efforts throughout the District.

Recycled Water

Wastewater from Morgan Hill and Gilroy is treated to a tertiary level at the South
County Regional Wastewater Authority (SCRWA) facility in southeast Gilroy. SCVWD owns
the distribution system. Recycled water is distributed to ten irrigation customers in the
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Gilroy area with a combined usage of 700 acre feet per year. At this point, there are no
recycled water distribution lines to serve Morgan Hill.

Emergency Preparedness

Water.Sunnly Hazards

The Water Operations Division is on call 24/7 and is prepared to respond to any leaks
or breaks in a timely manner, and is able to be on site within 30- minutes of dispatch.

Fmernencv Water .Sirnnfv

An emergency backup water supply is provided by above - ground water storage tanks,
with an effective capacity of 10.23 million gallons (MG). This storage capacity can provide
20 hours of emergency water under a maximum daily demand scenario.

6ntertier and Rack-tin Sunnly

Morgan Hill does not have interties to any other water purveyor in the area.

WATER DEMAND

The City of Morgan Hill water system currently serves approximately 37,950 people
within its service area. In the recent past, the population of Morgan Hill increased
dramatically, with growth rates between 1975 and 1980 approaching 15 percent per year.
However, population growth in Morgan Hill has since been controlled by the "Residential
Development Control System' ( RDCS) that limits the number of residential building
allotments in any given year. Due to the RDCS, the City's population is expected to grow at
a more modest rate through the UWMP's planning horizon.

Usage of water per capita per day has shown significant fluctuation during the last
fifteen years. Consumption has ranged from a low 155 gallons per capita per day (gpcd) in
1991 at the height of a drought to a maximum of 265 gpcd in 1987. The average use per
day during the period from 2000 through 2010 was 194 gallons per person.

In 2010, the City used 6,778 acre feet of water from the Llagas and Coyote Valley
Subbasins as measured at metered locations throughout the City. The City of Morgan Hill
projected water demands to 2030 are set out in Figure 12 -5 below. The City anticipates a
dip in demand in 2020 and then continued growth in demand through 2030.
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Source:. Adapted from City of Morgan Hill, 2010 Urban Water Management Table 3.2.9, pages 3 -13.

The City has anticipated solely using groundwater to provide water for its customers.
Although the supplies are great enough to be met for the next three years in the event of a
drought, continuing to pump such quantities from the basins outweighs the water
replenished by rainfall and groundwater recharge. This could potentially result in
overdraft conditions of the basins. In this event the City would have to reduce demand by
implementing water conservation measures to prevent overdraft. Implementation of such
measures would be determined by monitoring the groundwater recharge and groundwater
levels. The City would also work closely with the Santa Clara Valley Water District to
ensure that the basins are not overpumped, resulting in overdraft conditions.

WATER INFRASTRUCTURE AND FACILITIES

The Morgan Hill water system is a comprehensive water supply, storage and delivery
system. The system consists of 23 pressure zones, Atotal of 17 wells located throughout
the City are capable of producing a current Summer volume of 15.7million gallons per day
MGD), with a pump capacity of 10,903 gallons per minute (gpm). A new well was placed
into service in 2010. There is one standby well with high levels of nitrate that can be
utilized for emergency purposes.

Water Treatment Facilities

Morgan Hill does not have any water treatment facilities. Groundwater is lightly
chlorinated for water quality purposes.

Water Storage Facilities

The City has 13 active storage tanks with a combined storage capacity of 10.23 MG.
There are three large tanks with a capacity of 7.0 MG, and nine smaller tanks with a
combined capacity of 3.23 MG.
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Conveyance and Distribution Facilities

The water distribution system is composed of approximately 165 miles of distribution
lines. The distribution system also consists of 10 booster stations each with at least two
pumps, 120 pressure reducing valves, 1,796 fire hydrants, 2,109 backflow prevention
devices, and 12,132 water service connections. The system also includes an automated
Supervisory Control and Data Acquisition ( SCADA) System that controls distribution of
water throughout the system.

The City reported that in calendar year 2010 there were 10 main line breaks or leaks,
and 127 service connection breaks or leaks. The City did not issue any'boil water' orders
or report anywater outages.

Infrastructure Needs & Cauital Imurovement Program

The current capital improvement program identifies seven capital improvement
projects scheduled over the five -year planning period. Particular focus is being placed on
water mains and booster pumps. Refer to the Financing Section for details.

Shared Facilities

The City does not share any facilities with any other agencies or organizations.

WATER QUALITY

Source Water

Overall groundwater quality in Santa Clara County is very good and water quality
objectives are achieved in most wells. Public water supply wells throughout the County
deliver high quality water to consumers, almost always without need for treatment. The
most significant exceptions are nitrate and perchlorate, which have impacted groundwater
quality predominately in South County. In the future, new and more stringent drinking
water quality standards could also affect the amount of groundwater pumped from the
basin.

According to the California Department of Public Health (CDPH) Drinking Water Source
Assessment which evaluates the vulnerability of water sources to contamination, the City's
municipal wells are vulnerable to the following activities associated with contaminants
detected in the water supply: irrigated crops; animal feeding operations; and low density
septic systems. The City reports that wells are tested monthly to monitor the presence of
these contaminants.
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The City continues to test for perchlorate (salts derived from perchloric acid) resulting
from a perchlorate plume originating at the Olin Site in Morgan Hill. The City has tested for
perchlorate since February of 2003. For 2010, perchlorate testing by the City indicated
that the maximum contaminant level (MCL) of 6 parts per billion (ppb) had not been
exceeded.

The City also has well sites with detected levels of hexavalent chromium. Whilethereis
no current drinking water standard for hexavalent chromium, the City may be required to
implement additional treatment facilities in the future.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns.

The City of Morgan Hill does not treat water derived from the City's municipal wells.
Groundwater is lightly chlorinated for water quality purposes.

According to the federal Environmental Protection Agency ( EPA) through its Safe
Drinking Water Information System (SDWIS), the City of Morgan Hill did not have any
health based violations or monitoring and reporting violations during the 2000 -2010
period.

The City's 2010 Water Quality Report indicates that the City's potable water supply
from groundwater sources met all state and federal drinking water health standards. In
order to insure that water quality standards are met, drinking water samples are collected
weekly throughout the City and analyzed for a variety of regulated and unregulated
contaminants. Samples are tested by the City's certified laboratory and an independent
laboratory using the latest testing procedures and equipment. Of the parameters tested,
none were found to be higher than CDPH allows.

The CDPH Annual Water System Sanitary Survey was conducted in June and July 2011, .
with the following items identified for follow -up action (with status in parentheses):

Provide engineering report for current demand and capacity of the water system
report being prepared by Akel Engineering for completion in November 2011);

Complete the cross - connection control program by taking steps to resolve
delinquent assembly tests ( City will test delinquent assemblies and charge
customers beginning in November 2011);
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Reduce the number of Disinfection By- product samples taken (in progress); and

Provide Bacti tests for all water main breaks that require the water pressure in the
water main to be reduced to less than five pounds per square inch (this has been
implemented).

The survey also identified minor deficiencies at five storage tanks. These deficiencies
have been remedied by the City.
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CITY OF MORGAN HILL

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

The current 2010 population of Morgan Hillis 37,882.

ABAG estimates that Morgan Hill will grow by 25 percent over the next 25 years to
an estimated population of 47,900.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

Groundwater supplies are adequate to meet projected needs into the future;
however in the event of a drought, the City would have to reduce demand by
implementing water conservation measures to prevent overdraft

3 The City has anticipated solely using groundwater to provide water for its
customers. If continued pumping of planned quantities from the basins outweighs
the water replenished by rainfall and groundwater recharge, overdraft conditions of

the basins may occur. In this event the City would have to reduce demand by
implementing water conservation measures to prevent overdraft

3 The Morgan Hill water supply and distribution system has sufficient capacity to
serve all water customers within its service area.

3 An emergency backup water supply is provided by above - ground water storage
tanks, with an effective capacity of 10.23 million gallons. This storage capacity can
provide approximately 20 hours of emergency water under a maximum daily
demand scenario.

3 The City provides high quality water based on city compliance with drinking water
regulations. The City did not have any health based violations during the 2000 -2010
period.

3 The City plans to construct an additional well that will increase total pumping
capacity by 388 acre feet per year ( AFY) to 18,442 AFY starting in 2015. This
pumping capacity will then be sufficientto serve the community until 2035.

S The City continues to test for perchlorate ( salts derived from perchloric acid)
resulting from a perchlorate plume originating at the Olin Site in Morgan Hill. The
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City has tested for perchlorate since February of 2003. For 2010, perchlorate
testing by the City indicated that the maximum contaminant level (MCL) of 6 parts
perbillion (ppb) had notbeen exceeded.

The City also has well sites with detected levels of hexavalent chromium. While
there is no current drinking water standard for hexavalent chromium, the City may
be required to implement additional treatment facilities in the future.

City management methods appear to generally meet accepted best management
practices. The City prepares a budget before the beginning of each fiscal year, has a
detailed Capital Improvement program, conducts periodic financial audits,
maintains relatively current transparent financial records, regularly evaluates rates
and fees, tracks employee and department workload, and has established a process
to address complaints.

Financial Abilitv of Agencv to Provide Services

4 As an Enterprise Fund, the Morgan Hill water system has had higher expenditures
than revenues over the past two fiscal years, as a result of lower water sales
revenue.

The City Council adopted new water rates on July 27, 2011 which call for a.10.0
percent increase in 2012, and a 3.5 percent increase year for 2013, 2014, 2015, and
2016. These annual increases are intended to allow the City to generate sufficient
revenues to maintain the Water Operations Fund with a positive balance.

The City has a capital improvement program that is designed to maintain the water
system, These include well, tank and booster pump upgrades.

Status and Opportunities for Shared Facilities

The City water system is a stand -alone enterprise, without any connections or
interties to any other water system.

The City collaborates with the Santa Clara Valley Water District on groundwater
issues, and is a member of a joint powers authority with the City of Gilroy on the
South County Regional Wastewater Authority.

The City does not receive any recycled water from the South County Regional
Wastewater Authority.

The City has not identified further opportunities for facility sharing.
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Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

Accountability is best ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. The City demonstrated
accountability with respect to all of these factors.

The City does not have a water - related advisory commission or committee.

2 Efficiencies have been gained recently by utilizing scheduling software to monitor
preventative maintenance, including well pumps on a quarterly basis. The meter
calibration program has reduced water wastage by 200,000 gallons per month.
Well water pumping occurs during off peakhours from 12:00 to 6:00 AM.

It is recommended that the City initiate annexation of the Holiday Lakes Estates
Subdivision which is an unincorporated island located within the City's urban
service area. This area currently receives city water service.
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13. CITY OF MOUNTAIN VIEW

AGENCY OVERVIEW

The City of Mountain View was incorporated on November 7, 1902, and became a
charter city on January 15, 1952. Mountain View is a full service city providing a range of
services including: community development ( planning and zoning, building inspection,
economic development and neighborhoods and housing); redevelopment; police
protection, fire protection; public works ( transportation, property management
engineering, environmental sustainability, water, wastewater, solid waste and streets);
community services (performing arts center, recreation, parks and trails, senior programs
and services, Shoreline golf links and regional wildlife area, youth and teen services, and
community gardens); library services; and public art City services (including wastewater,
solid waste, parks and recreation, storm water drainage, law enforcement and library)
were studied in the October 2007 Northeast Santa Clara County Service Review.

Water service for the City is provided through the Public Services Division of the Public
Works Department This Division also includes Safety, Engineering and Environmental
Compliance, Utilities Maintenance ( water and wastewater systems) and Streets, and
Landfill Maintenance. Water services were studied as part of the Countywide Water
Service Review in June 2005.

and Extent of Services

Services Provided

The Water Operations Section of the Public Services Division provides drinking water to
residential, commercial, industrial and institutional customers within the City. The Water
Operations Section oversees water quality, water distribution, system maintenance
including water meters, backflow prevention, leak detection, and a recycled water system.
Mountain View also has its own water conservation program ( including residential,
business, landscape, and classroom materials and presentations), and is supported by the
Santa Clara Valley Water District (SCVWD) water conservation program.

The City's water service area includes all water service customers within the City Limits
except for isolated pockets in the southern portion of the City served by the California
Water Service Company. There is one outside connection, an 8-inch meter service to the
Shenandoah Housing complex used for military family housing, and located within a 19.3
acre unincorporated island surrounded by the City of Mountain View. Title to this property
is held in the name of the United States. The City of Mountain View has informed LAFCO
that they have deferred annexation of the island until such time as the property is
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converted to private ownership. Water service from the City began in 1987 and provides
service to approximately 126 residential dwellings.

The City of Mountain View has three different sources of potable water, and one
recycled water source. Potable water is derived from seven municipal wells; from
imported water from the State Water Project (SWP) and the federal Central Valley Project
CVP) through SCVWD; and from the San Francisco Public Utilities Commission ( SFPUC)
Regional Water System. Recycled (non - potable) water for irrigation purposes is produced
at the Palo Alto Regional Water Quality Control Plant (RWQCP).

Service Area

The City serves the entirety of the area within its bounds except for nine pockets (with
approximately 600 service connections including Mountain View High School and Huff

Elementary School and Park) served by the California Water Service Company (Cal Water).
The City provides water to approximately 98 percent of the water customers in the city,
with Cal Water providing service to the other 2 percent.

Services to Other Agencies

Mountain View does not provide water services to other agencies.

Con trnctc for Wa ter Services

The City contracts with SCVWD and SFPUC for treated potable water, and purchases
recycled water from the Palo Alto RWQCP.

Collaboration

The City is a member of the Bay Area Water Supply and Conservation Agency
BAWSCA), participated in the development of the BAWSCA Water Conservation

Implementation Plan, and participated in the SCVWD Integrated Water Resource Plan.

Boundaries

The Mountain View water service boundary is the same as the City Limits. The present
bounds encompass approximately 12.3 square miles. Mountain View is located within the
Santa Clara Groundwater Sub - basin.
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ACCOUNTABILITY AND GOVERNANCE

The City operates under a city council -city manager form of government with a seven -
member City Council elected at -large and a City Manager appointed by the City Council.

Councilmembers are elected to four -year overlapping terms. The City Charter Limits
Councilmembers to serving no more than two consecutive terms. The Mayor and Vice
Mayor are selected by the Council to serve one -year terms. Current member names,
positions, and term expiration dates are shown in Figure 13 -1.

The City Council meets on the second and fourth Tuesday of each month in the City
Council Chamber. Agendas are posted on the City website, and are available at the City
ClerWs Office and the Library. Agendas, minutes and reports are available on the City
website. Council meetings are televised live and webcast on City Cable Channel 26.
Meeting videos are also available for review on the City website. Meeting archives are
available from March 2008. The City does not have a water - related advisory commission
or committee.

Public Services Division Contact Information 0
Contact: Gregg Hosfeldt, Assistant Public Works Director
Address: 231 N. Whisman Road Mountain View, CA 94043

Telephone: 650- 903 -6205

E- mail / Website:

City Council ,
Member Name

Margaret Abe -Koga

Ronit Bryant

lohn Inks
Mike Kasperzak
Laura Macias

Tom Means

lac Siegel

Meetings In
Date:

Location:

Agenda Distribution:

Minutes Distribution:

env 1www.mnuntainvi ew:env

Position Term Expiration Manner of Selection Length ofTerm
Councilmember January 2015 Elected At -large 4years
Councilmember January 2015 Elected At-large 4years

Councilmember January 2013 Elected At -large 4 years
Vice Mayor January 2013 Elected At -large 4years

Councilmember January 2013 Elected At-large 4years
Councilmember January 2013 ElectedAt -large 4years

Mayor January 2015 ElectedAt -large 4years

Second and Fourth Tuesday at 6:30 PM

Council Chamber, City Hall, 500 Castro Street, Mountain View
Posted on the City website, and available at the City Clerk's Office and the
Mountain View Public Library. Subscriptions available my mail or e -mail.

Available on the'Council Agenda and Public Records' page of the City website,
alongwith Agendas, Reports, Resolutions, and Ordinances.
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The Public Services Division webpage offers a variety of information on the Division's
primary functions of safety, engineering, water, wastewater, streets and landfill
maintenance. A basic explanation of water supply and distribution is provided on the
Water Conservation webpage and in the Annual Water Quality Report, along with water
service information through a `frequently asked question' (FAQ) format on the Public
Services Division webpage. Links are readily accessible to the 2010 Urban Water
Management Plan, Annual Water Quality Reports, current projects, utility billings and rates,
conservation programs, and recycled water. A detailed contact list of personnel is not
provided, but inquiries can be phoned in to the Public Services Division. An electronic
complaint form is available from the City website home page under `Ask Mountain View.'

If a customer is dissatisfied with the City's water services, that customer may write a
letter to the Assistant Public Works Director or call the Public Services Division. In

calendar year 2010, there were a total of 71 water - related complaints; 10 for odor /taste,
11 for color, 19 for turbidity, zero for pressure, and 31 miscellaneous ( hardness, fluoride,
source, or compliance). These complaints accounted for 0.41 percent of the 17,365
customers served.

The City of Mountain View demonstrated full accountability and transparency in its
disclosure of information and cooperation with Santa Clara LAFCO. The Water Operations
Section responded to the questionnaires and cooperated with all document requests.

MANAGEMENT AND STAFFING

Daily operations of the Water Operations Section are under the direction of the
Assistant Public Works Director for Public Services, who reports to the Public Works
Director, who reports directly to the City Manager. As an integrated department, the Public
Works Department has a total of 116.5 full time equivalent ( FTE) positions organized into
four major functions: Transportation and Business Services; Engineering; Fleet and
Facilities; and Public Services. The Water Operations Section has a total of 38.15 FTE
positions dedicated to the Water Enterprise Fund, as detailed in Figure 13 -2.
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13 -2: Water Service

Public Services Administration and Safety

Assist Public Works Director 1.0 Safety & Training Administrator 1.5

Senior Administrative Analyst 1.0

Engineering Customer Service Technician 0.5

Principal Engineer 1.0 Secretary 1.0

Senior Civil Engineer 0.7 Office Assistant III 1.25

Junior /Asst /Assoc Engineer 0.5 Administrative AnalystI /II 0.4

Senior Public Works Inspector 0.15

Water Operations
Engineering & Enviro Compliance Water Meters Supervisor 1.0

Engineering Assistant II 0.1 Water Resources Technician 1.0

Systems Coordinator /Technician 0.3 Cross - Connection Control Specialist 1.0

Meter Service Worker III 1.0

Utility Systems Meter Service Worker I /II 1.0

Deputy Public Works Director 0.1 Water Utility Worker I /II 5.0

Utilities Services Manager 0.5 Water Supervisor 1.0

Street & Landfill Closure Manager 0.05 Water Conservation Coordinator 1.0

Transportation /Business Manager 0.1 Water Quality Technician 1.0

Utilities Systems Supervisor 0.7 Senior Water System Operator 2.0

Senior Utilities Systems Technician 1.7 Water System Operator 2.0

Street Supervisor 0.15 Utilities Inspector /Locator 0.45

Street Maintenance Worker III 0.3 Heavy Equipment Operator 0.65

Street Maintenance Worker I /II 0.45 Water Utility Worker III 2.0

Wastewater Utility Worker I /II 0.15

Warehouse Worker 0.25

Senior Systems Analyst 1.0

IT Analyst II 1.0

Buyer 0.5

Account Tech 1.0

Total 38.15

Performance evaluations of all employees are conducted annually. The probation
period for new employees is twelve months, with evaluations at six and twelve months.
The agency tracks the employees' workload through work logs, service requests, and
construction management software.

Operational efficiencies are being improved by replacing water meters with AMR
automatic meter reading) water meters, allowing for more efficient recording of water
use. Under this program, around 600 meters per year are being replaced.

The City adopted the 2010 Urban Water Management Plan on June 14, 2011, and
updated its Water Master Plan in August 2010.
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POPULATION AND PROJECTED GROWTH

The 2010 United States Census population for Mountain View is 74,066. The average
household size is 2.31 per the United States Census.

ABAG projects that the population of Mountain View will increase to 90,600 by 2035, a
22.3 percent increase over the twenty -five year period.

The City's 1992 General Plan is currently being updated with approval expected in the
Spring of 2012. The 2030 General Plan Strategy contemplates growth to occur in four
areas: North Bayshore; East Whisman; San Antonio, and El Camino Real. These areas will
provide a mix of commercial and residential uses including increased density for office
buildings, v̀illage centers' with retail, office and residential uses, and entertainment
facilities, hotels and /or conference centers.

The Environmental Management Element of the 1992 General Plan contains policies
and action items to address water supply, water conservation, water distribution, and
water quality.

FINANCING

Financial Adequac

The Water Supply and Distribution Fund (Water Fund) is an enterprise fund in which
charges for services generate the necessary funds to provide the services. The Water
Enterprise Fund accounts for the revenues and expenditures associated with the provision
of retail water service to water customers within the city limits except for Cal Water
customers. No General Fund monies are utilized by the Fund. The primary costs
associated with the water service include purchase of water, staffing to operate and
maintain the water distribution system, ongoing maintenance and major capital
replacement and improvement projects, and an adequate reserve.

Revenue Sources

In FY 08 -09, the Water Fund generated $19.8 million, in FY 09 -10 the Fund generated
20.7 million, and in FY 10 -11 the Fund was projected to generate $20.3 million.

In FY 10 -11, the Water Fund generated in excess of $20 million in revenues from the
following sources:
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Investment Earnings $ 530,000 2.6%

Water Sales $ 18,182,000 89.7%

Recycled Water Sales $ 633,000 3.1%

Other $ 936,000 4.6%

Total $ 20,281,000 100%

As detailed above, significant revenues are derived from water sales. However, in FY
10 -11, water purchases were $865,000 below the budget estimate, requiring a reduction in
expenditures of $498,000. (Refer to Figure 13 -3.) Water sales for FY 11 -12 are estimated
to be $1.1 million below budget, while recycled water revenue is expected to be $173,000
higher than budget. The City's water capital improvement program also comprises $1.7
million of funding. ' Other' revenues are associated with ' development costs' for new
construction.

Rates

A significant portion of the Water Fund's total costs are related to the cost of purchased
water. With the SFPUC rate increase of 38.4 percent for FY 11 -12, and the SCVWD rate
increase of 7.9 percent for treated water and 9.4 percent for a well water pumping fee, the
City has implemented an overall 20 percent rate adjustment effective July 1, 2011. Based
on wholesale water rate projections by SFPUC, costs will increase an average of 10 percent
per year over the next 10 years. SCVWD is projecting an 8 percent annual increase over the
next 10 years. The City plans to conduct a rate study during FY 11 -12 to review the costs
associated with maintaining the water system and possible update of the rate structure.

As part of its current rate structure, the City charges an 'inclining block tier' rate which
charges proportionally higher water rates for higher water users. One objective of this rate
structure is to promote the reduction in water use. New rates adopted by the City Council,
and the percentage change from FY 10 -11 for residential customers are as follows:

Water Use per Month Cost per Unit' °s Percent Change

Tier 1 (up to 3 units per month) 1.98 19.7%

Tier 2 (3 to 25 units per month) 4.09 20.0%

Tier 3 (Over 25 units per month) 8.12 19.7%

0' One unit= 25 gallons per day.
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Based on the anticipated costs for wholesale water, it is expected that monthly water
bills for Mountain View will continue to increase in the foreseeable future.

Expenditures

For FY 11 -12, the Water Fund expenditure is expected to total $22.9 million which is
11.9 percent of the City total expenditure (all funds) of $191.7 million.

In FY 08 -09, the Water Fund spent a total of $15.9 million, in FY 09 -10 the Fund spent
18.3 million, and in FY 10 -11 the fund was projected to spend $17.8 million. Reduced
costs are attributed to reduced water purchases and lower operating costs. Revenues and
Expenditures of the Fund for the past three fiscal years are shown in Figure 13 -2.

Primary expenses in FY 10 -11 were:

Operations $ 7,700,000 43.3%

Purchased Water $ 9,200,000 51.6%

Debt Service $ 600,000 3.4%

Loan Payment $ 300,000 1.7

Total $ 17,800,000 100%

Figure 13 -3: Expenditures and Revenues (MOB-09,09-10 and 10 -11)
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Conitnl Outlovs

Annual capital project funding is included in the annual rate calculation and is reflected
in the City's five -year Capital Improvement Program (CIP). Water- related projects are
budgeted based on a three -year rolling average of available funds and have been increased
approximately $100,000 each year. For FY 10 -11, $1.53 million was budgeted, and
increased to $2.07 million for FY 11 -12. The current budget includes two capital
improvement projects: Water Main and Service Line Replacement at $1,41$,000; and
Annual Water System Improvements at $314,000.

On -going projects include replacing current water meters with remote -read capable
meters and the water line replacement program. Consideration is being given to accelerate
the water line replacement program by $1.0 mill ion per year.

Lonn -term Debt

Annual payments of $634,000 pay down debt service for the Water Fund (loan for start-
up costs for the water recycling program). The total long -term obligation for the Water
Fund is $7.7 million, which is repaid with future revenue.

Reserves

Estimated reserves for the Water Fund were $6,177,000 as of July 1, 2011. Of this
amount, 10 percent is designated for emergencies, 5 percent for contingencies,. and 10
percent for rate stabilization. This provides 75 percent (or $4,632,750) for operational
reserves, which at the current reserve level would be sufficient to fund water operations
for 3.1 months.

WATER SUPPLY

The City of Mountain View purchases the majority of its drinking water from SFPUC and
SCVWD. These sources are supplemented by water pumped from seven active
groundwater wells owned and operated by the City. Beginning in 2009, Mountain View
also began receiving non - potable recycled water from the RWQCP to help meet irrigation
needs, saving potable water for domestic use and offsetting groundwater pumped by a.
local irrigation well. In 2010, water supplies used by the City ( both potable and
non - potable) included 84 percent SFPUC water, nine percent SCVWD treated water, four
percent groundwater and three percent recycled water.

SFP UC

The City of Mountain View receives water from the City and County of San Francisco's
Regional Water System, operated by SFPUC. Approximately BS percent of the regional
system supply comes from the Tuolumne River through Hetch Hetchy Reservoir. The
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remaining 15 percent comes from local watersheds through the San Antonio, Calaveras,
Crystal Springs, Pilarcitos, and San Andreas Reservoirs.

In 2010, SFPUC water comprised 84 percent of the City's total water supply. The
agreement between the City and SFPUC was negotiated by the Bay Area Water Supply and
Conservation Agency ( BAWSCA). Per the agreement, the 27 SFPUC wholesale customers
have a combined supply assurance of 184 million gallons per day. The City of Mountain
View's guaranteed portion of the supply assurance is referred to as the individual supply
guarantee. Although the supply agreement and contract expire in 2034, the individual
supply guarantee ( which quantifies San Francisco's obligation to supply water to its
individual wholesale customers) survives their expiration and continues indefinitely.
Mountain View's individual supply guarantee is 13.46 million gallons per day ( or
approximately 15,077 acre feet per year (AFY)). The Mountain View contract also includes
a minimum purchase amount of 8.93 million gallons per day (10,003 AFY), which the City
of Mountain View agrees to buy, regardless of whether sales drop below this level. The City
met this minimum purchase amount in 2010, and anticipates continued growth in its
SFPUC purchases through 2035, as shown in Figure 13 -3.

The SFPUC water supply is subject to reductions during drought conditions. As part of
the water supply agreement, a water shortage allocation plan between SFPUC and its
wholesale customers was adopted in 2009, and addresses shortages of up to 20 percent of
system -wide use. The Tier 1 Shortage Plan allocates water from the regional water system
between San Francisco Retail and the wholesale customers during system -wide shortages
of 20 percent or less. The water supply agreement also includes a Tier 2 Shortage Plan,
which allocates the available water among the SFPUC wholesale customers. A new Tier 2
plan was approved by the BAWSCA agencies in 2011, which provides the framework for
allocating the wholesale Tier 1 water allocation between the different BAWSCA agencies.
The new Tier 2 water shortage plan is in effect until 2018. For details, refer to the D̀rought
Allocations' section of Chapter 23, San Francisco Public Utility Commission.

SCVWD

SCVWD supplies the City of Mountain View with treated surface water through an
entitlement of imported Central Valley Project water and the State Water Project, as well as
surface water from local reservoirs. The current contractual agreement between the City
and SCVWD sunsets in 2054, and allocates 1.2 mgd annual use (or 1,325 acre feet per year)
and 2.46 mgd maximum daily use. The City anticipates making use of the entire SCVWD
contractual amount through 2035.
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Groundwater

Figure 13 -4: City of Mountain View Potable Water Supplies

Groundwater Supply Source Total .. -

pumping provides
up to half of the SFPUC (58 %) 13.46

County's water SCVWD (5 %) 1.2

supply during Groundwater ( 37 %) 8.5*

normal years. Total Total 23.16

Source 2010 City of Mountain View, Water System Master Plan, Table 8 -6,
groundwater Existing Groundwater Well Data
pumping from the Notes: *From individual maximum pumping rates from 7 active wells.
Santa Clara Subbasin

in 2009 was approximately 113,000 acre feet. Of this, the City of Mountain View extracted
approximately 436 acre feet, or less than one percent.

The City of Mountain View has seven active municipal wells and one inactive well. The
seven production wells have an average flow rate of 3,100 gallons per minute.

Combined with existing groundwater pumping capabilities, Figure 13 -4 shows the
City's total available water supplies.

Figure 13 -5 shows the City's water supply production over the past three years, along
with the last five -year average.

Production

2010 9,476 1,007 10,484 476 389 11,348
2009 10,696 1,190 11,886 436 134 12,456
2008 11,505 1,330 12,635 569 0 13,404

5 -Year 10,950 1,227 12,117 479 NA 12,656
Average

Source From 2010 City of Mountain View, UWMP, Table 5 -4, Historical Water Supply Production, page 5 -20.

In the future, based on numerous factors including contractual limits, natural
hydrology, anticipated demands, etc., the City's anticipated or projected water supply
production is provided in Figure 13 -6.
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Recvcled Water

The City of Mountain View uses recycled water from the Palo Alto RWQCP for irrigation
of public and private landscapes in the North BaysnoreArea ( currently 389 AFY). For more
information on the Palo Alto Regional Water Quality Control Plan, refer to Chapter 26.

The " Regional Water Recycling Facility Planning Study for the Mountain View / Moffett
Field Area Water Reuse Project" included a market assessment to estimate potential
recycled water use within the project area ( considered ' near - term' customers) and
potential recycled water use in an expanded feasibility plan service area ( considered
long - term' customers). The market assessment estimated that 1,480 to 1,860 AFY of
recycled water could be used within the Mountain View / Moffett Field area near - term, and
that an additional 1,830 to 3,970 AFY of recycled water could be used in other areas of
Mountain View, Palo Alto, East Palo Alto and Los Altos long - term. The potential demand
for the near - term uses within the City of Mountain View's water service area represents
approximately 10 percent of the City's total water demand.

Emergency Preparedness

Water Sunnly Hazer&

The Public Services Division is prepared to respond to any leaks or breaks in a timely
manner, and is able be on site within 30 minutes of dispatch.

In 2010, a seismic vulnerability assessment of Mountain View's water system was

prepared. Recommendations from the study include restraining emergency generators,
upgrading of the Whistman and Miramonte Reservoirs roofs, valve vault improvements,
and upgrading the interconnections with Sunnyvale, Palo Alto, SFPUC, and SCVWD.

CITY OF MOUNTAIN VIEW 319

2015 2020 2025 2030 2035

SFPUC Treated 11,036 11,097 11,581 12,105 12,645
SCVWD Treated 1,325 1,325 1,325 1,325 1,325
Groundwater 252 254 263 274 285

Potable Supply 12,613 12,675 13,169 13,704 14,255

Recycled Supply 1,026 1,610 1,610 1,610 1,610
Total 13,639 14,285 14,779 15,314 15,865

Source: From 2010 City of Mountain View, UWMP, Table 5 -6, Projected Water Supply Production,
page 5 -22

Recvcled Water

The City of Mountain View uses recycled water from the Palo Alto RWQCP for irrigation
of public and private landscapes in the North BaysnoreArea ( currently 389 AFY). For more

information on the Palo Alto Regional Water Quality Control Plan, refer to Chapter 26.

The " Regional Water Recycling Facility Planning Study for the Mountain View / Moffett
Field Area Water Reuse Project" included a market assessment to estimate potential

recycled water use within the project area ( considered ' near - term' customers) and
potential recycled water use in an expanded feasibility plan service area ( considered

long - term' customers). The market assessment estimated that 1,480 to 1,860 AFY of
recycled water could be used within the Mountain View / Moffett Field area near - term, and

that an additional 1,830 to 3,970 AFY of recycled water could be used in other areas of
Mountain View, Palo Alto, East Palo Alto and Los Altos long - term. The potential demand

for the near - term uses within the City of Mountain View's water service area represents
approximately 10 percent of the City's total water demand.

Emergency Preparedness

Water Sunnly Hazer&

The Public Services Division is prepared to respond to any leaks or breaks in a timely
manner, and is able be on site within 30 minutes of dispatch.

In 2010, a seismic vulnerability assessment of Mountain View's water system was

prepared. Recommendations from the study include restraining emergency generators,
upgrading of the Whistman and Miramonte Reservoirs roofs, valve vault improvements,

and upgrading the interconnections with Sunnyvale, Palo Alto, SFPUC, and SCVWD.
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As part of its 2010 Urban Water Management Plan, the City has prepared a Water
Shortage Contingency Plan and a Catastrophic Supply Interruption Plan.

Emeraencv Water Sunnly,

An emergency backup water supply is provided by above - ground water storage tanks,
with an effective capacity of 17.3 million gallons (MG). This storage capacity can provide
22 hours of emergency water under a maximum daily demand scenario.

Interties and Back -un Sunnly

Regarding transfer opportunities, the City is currently connected to the Cities of Palo
Alto and Sunnyvale for use during emergency situations.

WATER DEMAND

The City of Mountain Views water system is expected to be able to meet projected
water demand during normal and single dry -year scenarios. Anticipated future demands
will be met through a combination of potable supply sources, recycled water, water
conservation, and water shortage contingency measures. During multiple dry year periods,
however, Mountain View anticipates potable supply shortfalls (see Figure 13 -7). Projected
shortfalls are expected to increase during the later years of a drought, and reach 14 and 18
percent during the fifth successive dry year in 2015 and 2 02 5, respectively.

SPFUC 11,03 10,938 9,498 11,097 10,938 9,498 11,581 10,938 9,498
6

SCVWD 1,060 1,060 1,060 1,060 1,060 1,060 1,060 1,060 1,060
Treated

Groundwater 252 252 252 254 254 254 254 263 263

Potable 12,348 12,251 10,81 12,410 12.252 10,811 12,904 12,262 10,821

Supply 0

Potable 12,613 12,613 12,61 12,675 12,675 12,675 13,169 13,169 13,169
Demand 3

Surplus/ 2%3%14% 2%3%15% 2%7%18%

Deficit

Source From 2010 City of Mountain View, UWMP, Table 6 -4,Multiple Dry Year Supply and Demand
Comparison, page 6 -15.

CITY OF MOUNTAIN VIEW 320



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

WATER INFRASTRUCTURE AND FACILITIES

The Mountain View water system is a comprehensive water storage and delivery
system. The City is divided into three pressure zones. Zones 1 and 2 comprise the
northerly three- fourths ofthe City and are supplied bythree SFPUC turnouts (No. 5, 7 and
14) along the Bay Division Pipelines No. 3 and 4. Zone 3 comprises the southerly one -
fourth of the City and are supplied by one SCVWD turnout ( Miramonte Road). The City's
seven production wells are located in the southerly half of the City.

Water Treatment Facilities

Mountain View does not have any water treatment facilities. Fluoride treatment is
added to the wells, and to the SCVWD treated water. SFPUC Fluoridates its water before

deliveryto the City.

Water Storage Facilities

The Cityhas four active storage reservoirs (Graham, Miramonte No. 1, Miramonte No. 2,
and Whisman), with a combined capacity of 17.3 MG. Graham and Wishman have an
associatepump station; the Miramonte reservoirs are gravity fed.

Conveyance and Distribution Facilities

The water distribution system is composed of approximately 172 miles of pipe.. Over
63 percent of the distribution pipes were installed in the 19.50's and 1960's. The City
utilizes cast iron pipe (CIP), with asbestos concrete pipe (ACP) used north of Middlefield
Road due to its resistance to corrosive soils. Replacement pipes are polyvinyl chloride.
The Water Master Plan estimates that 28,844 lineal feet of pipe will need to be replaced,
primarily because of deficiencies in fire flow demands.

The system only requires 13 pressure reducing valves because the overall operating
pressure is well below 100 pounds per square inch (psi). The Cityhas 1,993 fire hydrants,
2,512 backflow prevention devices, and 17,365 water service connections. The system also
includes the automated Supervisory Control and Data Acquisition ( SCADA) System that
controls distribution of water throughout the system.
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Infrastructure Needs & Capital Improvement Program

The current capital improvement program identifies two capital improvement projects
scheduled over the five -year planning period. Particular focus is being placed on
replacement of water lines and water meter upgrades. Refer to the Financing Section for
details.

Shared Facilities

The City does not share any facilities with any other agencies or organizations.

WATER QUALITY

Source Water

For the SFPUC system, the major water source originates from spring snowmelt Flowing
down the Tuolumne River to the Hetch Hetchy Reservoir, where it is stored. This pristine
water source is located in the well - protected Sierra region and meets all Federal and State
criteria for watershed protection. DPH and the EPA have granted the Hetch Hetchy water
source a filtration exemption, based on the SFPUC's disinfection treatment practice,
extensive bacteriological - quality monitoring, and high operational standards. In other
words, the source is so clean and protected that the SFPUC is not required to filter water
from the Hetch Hetchy Reservoir. Water fromthe Hetch Hetchy is supplemented by run -off
collected in the Alameda. and Peninsula Watersheds. This water is treated at two water

treatment plants priorto distribution.

Overall groundwater quality in Santa Clara County is very good and water quality
objectives are achieved in most wells. Public water supply wells throughout the County
deliver high quality water to consumers, almost always without need for treatment. The
most significant exceptions are nitrate and perchlorate, which have impacted groundwater
quality predominately in South County. In the future, new and more stringent drinking
water quality standards could also affect the amount of groundwater pumped from the
basin.

Accordingto the California Department of Public Health (COPE) Drinking Water Source
Assessment, which evaluates the vulnerability of water sources to contamination, the
SVCWD's surface source waters are susceptible to potential contamination from sea water
intrusion and organic matter in the Delta and from a variety of land use practices, such as
agricultural and urban runoff, recreation activities, livestock grazing, and residential and
industrial development. Local sources are also vulnerable to potential contamination from
commercial stables and historic mining practices.
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Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report, the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns.

The City of Mountain View does not treat water derived from the City's municipal wells,
but does provide fluoride treatment Treated water is received from the SFPUC Regional
Water System and the SCVWD water treatment plants. The City's water wholesalers, SFPUC
and SCVWD, conduct their own testing. Of the parameters tested, none were found to be
higher than the California Department of Public Health (COPE) allows.

According to the federal Environmental Protection Agency (EPA) through its Safe
Drinking Water Information System (SDWIS), the City of Mountain View did not have any
health based violations or monitoring and reporting violations during the 2000 -2010
period.

The City's 2010 Water quality Report indicates that the City's potable water supply
from all sources met all state and federal drinking water health standards. In order to
insure that water quality standards are met, drinking water samples are collected daily
throughout the City and analyzed for a variety of regulated and unregulated contaminants.
Samples are tested by the City's certified laboratory and an independent laboratory using
the latest testing procedures and equipment

The CDPH Annual Water System Sanitary Survey conducted in July of 2011 identified
three deficiencies: cleaningthe interiorwalls of the Miramonte reservoir; screeningthe air
release valves on pumps at Graham Station; and adjusting and screening air release valves
on the SFPUC No. 5 and 7 turnouts. Reservoir cleaning will occur during the winter
months; all other deficiencies have been addressed.
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CITY OF MOUNTAIN VIEW

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

3 The current 2010 population of Mountain View is 74,066.

3 ABAG estimates that Mountain View will grow by 22.3 percent over the next 25
years to an estimated population of 90,600.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 The City anticipates being able to purchase sufficient water to meet its needs under
its current contracts with the San Francisco Public Utilities Commission and the

Santa Clara Valley Water District

3 Minor supply deficiencies may occur beginning in 2015, and will be exacerbated
should drought conditions occur. The City would be able to increase the amount of
groundwater pumped to meet this deficiency, thus supply is projected to be
sufficient to meet demand out to 2035.

3 The Mountain View water supply and distribution system has sufficient capacity to
serve all water customers within its service area, and has planned for eventually
serving the Cal Water parcels should that be necessary.

3 Continued emphasis on water conservation, use of recycled water, and higher water
rates are expected to lessen the City's demand for water.

S The City anticipates utilizing recycled water to makeup about ten percent of its total
water supply between 2010 and 2035.

3 An emergency backup water supply is provided by existing storage reservoirs, with
an effective capacity of 17.3 million gallons (MG). This storage capacity can provide
approximately 12 hours of emergency water under a maximum daily demand
scenario.

3 Capital improvement funding is provided for an aggressive program to replace the
City's aging water lines. The project schedule calls for replacement of
approximately one mile of pipe per year. Consideration is being given to accelerate
the water line replacement program by $1.0 million per year.
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The City provides high quality water based on district compliance with drinking
water regulations, a lack of health and monitoring violations since 2000, and timely
thorough district response to California Department of Public Health infrastructure
and operational concerns.

City management methods appear to generally meet accepted best management
practices. The City prepares a budget before the beginning of each fiscal year, has a
detailed Capital Improvement Program, conducts periodic financial audits, .
maintains relatively current transparent financial records, regularly evaluates rates
and fees, tracks employee and department workload, and has established a process
to address complaints.

Financial Abilitv of Agencv to Provide Services

As an Enterprise Fund, the Mountain View water system has sufficient financial
resources to provide an adequate level of service. The Fund has been able to
generate sufficient revenues to stay ahead of the rising expenditure curve.

Water rate increases will be required over the next several years to finance SFPUC
Regional Water System seismic improvements, increased pumping fees from
SCVWD, and reduced retail water sales.

The City has an ongoing multi -year capital improvement program that includes
repair, replacement and rehabilitation projects that are designed to improve the
overall water storage and distribution system, including the replacement of
substandard waterlines.

Status and Onnortunities for Shared Facilities

The City practices facility sharing by receiving potable water through the SFPUC
distribution system and the SCVWD distribution system.

The City shares emergency water line interties with Palo Alto and Sunnyvale for use
during emergency situations.

The City collaborates with the Bay Area Water Supply and Conservation Agency
BAWSCA), serves on several Santa Clara Valley Water District Subcommittees, and
participates in the 'Watershed Watch' program of the Santa Clara Valley Urban
Runoff Pollution Prevention Program,
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Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

Accountability is best ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. The City demonstrated
accountability with respect to all of these factors.

The City does not have a water - related advisory commission or committee.

Future opportunities may present themselves with respect to the City serving the
water service pockets currently served by the California Water Service Company.

Operational efficiencies are being improved by replacing water meters with AMR
automatic meter reading) water meters, allowing for more efficient recording of
water use. Under this program, around 600 meters per year are being replaced.

No government structure options have been identified for Mountain View.
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14. CITY OF PALO ALTO

AGENCY OVERVIEW

The City of Palo Alto was incorporated on April 23, 1894, and became a charter city on
July 1, 1909. Palo Alto is a full service city providing a range of services including:
planning and community environment ( planning, transportation, building inspection and
code enforcement); police protection including animal control; fire protection; libraries;
community services ( arts and sciences, human services, community centers, art in public
places, open space, parks, golf course, and recreation); and public works (public facilities,
streets, sidewalks, streettrees, parking lots, and storm drainage). City services ( including
wastewater, solid waste, parks and recreation, storm water drainage, law enforcement and
libraries) were studied in the October 2007 Northwest Santa Clara County Service Review.

The City has an integrated Utilities Department, and is the only city owned utility in
California that operates its own electric, fiber optic, natural gas, water, and wastewater
services. Palo Alto has been providing utility services to residential and business
customers within the City since 1896. Water services were studied as part of the
Countywide Water Service Review in June 2005.

Extent of Services

Services Provided

The Water Division of the Utilities Department provides drinking water to residential,
commercial, industrial and institutional customers within the City. The Water Division

oversees water quality, water conservation, system maintenance, water distribution
system extensions for new development, and backflow prevention. The recycled water
program is the responsibility of the Public Works Department and is presently in
collaboration with the Utilities Department who are spearheading the efforts in pursuing
an FIR to expand the recycled water service. Palo Alto has a water conservation program
for both residential and commercial customers, is a signatory to the California Urban. Water
Conservation Council (CUWCC) best management practices, and is supported by the Santa
Clara Valley Water District (SCVWD) water conservation program.

The City of Palo Alto has two sources of potable water, and one recycled water source.
Potable water is obtained from the San Francisco Public Utilities Commission ( SFPUC)
Regional Water System, and from emergency stand -by wells. Recycled (non- potable) water
for irrigation purposes is produced at the Palo Alto Regional Water Quality Control Plant
RWQCP).
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Service Area

The City's water service area includes all water service customers within the city limits
with the exception of the open space areas (Arastradero Preserve, Foothills Park, Foothill
Open Space Preserve, Los Trancos Open Space Preserve, and Monte Bello Open Space
Preserve), Stanford University, adjacent to the City, has its own water system. There are
no water service connections outside the city l imits.

Services Co Other Anencies

Palo Alto does not provide potable water to any other agency. The Palo Are RWQCP
provides recycled water to the RWQCP itself, the Palo Alto Golf Course, the Palo Alto Duck
Pond, Emily Renzel Marsh, Greer Park, and the North Bayshore Area in Mountain View.
Recycled water is also provided via water trucks to construction sites for dust suppression.

Con troctr for Wnter Services

The City contracts with City and County of San Francisco for treated potable water.

Collaboration

The City collaborates with the Bay Area Water Supply and Conservation Agency
BAWSCA); serves on the SFPUC - BAWSCA Water Quality Committee, the SCVWD -San Jose

Water Company Emergency Management Sub - committee, the Northern California Pipe
Users Group (PUG), the Water System Distribution Roundtable, the SCVWD Groundwater
Committee, and the BAWSCA Technical Advisory Committee,

Boundaries

The Palo Alto water service boundary is the same as the City Limits. The present
bounds encompass approximately 25.8 square miles. Palo Alto is located within the Santa
Clara Groundwater Sub - basin.
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ACCOUNTABILITY AND GOVERNANCE

The City operates under a city council -city manager form of government, with a nine -
member City Council elected at -large and a City Manager appointed by the City Council.

Council Members are elected to four -year terms. The City Charter limits Council
Members to serving no more than two consecutive terms. The Mayor and Vice Mayor are
selected by the Council to serve one -year terms. Current member names, positions, and
term expiration dates are shown in Figure 14 -1.

The City Council meets on the first three Mondays of each month in the City Council
Chamber. Agendas are posted on the City website, at King Plaza in front of City Hall, and
published in the P̀alo Alto Weekly.' Agendas, minutes and reports are available on the City
website.

Utilities Department Contact Information
Contact: Romel Antonio, Senior Project Engineer
Address: 1007 Elwell Court P.O. Box 10250) Palo Alto, CA 94303

Telephone: 650 -566 -4518

E- mail / Website: romelantomol @citvofnaloaltoore wwwcitvofnaloaltoorE

City Council
Member Name Position Term Expiration Manner of Selection

Pat Burt Council Member December 2012 Elected At -large

Sid Espinosa Mayor December 2012 Elected At -large

Karen Holman Council Member December 2014 Elected At- large

Larry Klein Council Member December 2014 Elected At -large

Gail A. Price Council Member December 2014 Elected At -large

Greg Scharff Council Member December 2014 Elected At -Large

Greg Schmid Council Member December 2012 Elected At -Large

Nancy Shepherd Council Member December 2014 Elected At -large

Yiaway Yeh Vice Mayor December 2012 Elected At- large

Length of Term

4 years

4 years

4 years

4 years

4 years

4 -years

4 years

4 years

4 years

Date: First three Mondays of each month at 7:00 PM
Location: City Council Chamber, City Hall, 250 Hamilton Avenue, Palo Alto
Agenda Distribution: Posted on the City website and at King Plaza in front of City Hall, and published

in the'Palo Alto Weekly.'

Minutes Distribution: Available on the Agendas /Minutes /Reports page of the City website; alongwith
agendas and reports.
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The Utilities Advisory Commission (UAC) is charged with providing advice to the City
Council with respect to acquisition and development of electric, gas and water resources;
review of joint projects with other public or private entities which involve electric, gas or
water resources; environmental implications of electric, gas or water projects; and
conservation and demand management. The Commission is composed of seven members
appointed by the City Council for three year terms. The UAC meets at 7:00 PM on the first
Wednesday of each month.

The Utilities Department webpage offers a variety of information on the Department's
primary functions of electric, water, gas, and wastewater collection. Water utility
information is presented through a frequently asked question (FAQ) format on the
Utilities Department webpage. Links are readily accessible to the 2010 Urban Water
Management Plan, Annual Water Quality Reports, current projects, and the Water
Conservation programs. A detailed contact list of personnel is not provided, but inquiries
can be phoned in to the Utilities Operations Division or Customer Support Services. An
electronic complaint form is not available on the website.

If a customer is dissatisfied with the City's water services, that customer may write a
letter to the Assistant Director of Utility Operations or call the Customer Support Services
office. In calendar year 2009, there were a total of 40 water - related complaints; 17 for
odor /taste, 12 for color, zero for turbidity, nine for pressure, and two for suspended solids.
These complaints accounted for 0.20 percent of the 20,238 metered customers served.

The City of Palo Alto demonstrated full accountability and transparency in its disclosure
of information and cooperation with Santa Clara LAFCO. The Water Division responded to
the questionnaires and cooperated with all document requests.

MANAGEMENT AND STAFFING

Daily operations of the Utilities Department are under the direction of the Director of
Utilities, who reports directly to the City Manager. As an integrated electric- water -gas-
wastewater operation, the Utilities Department has a total of 251.11 full time equivalent
FTE) positions organized into five major functions: Utilities Administration; Electric and
Water -Gas- Wastewater Engineering; Electric and Water- Gas - Wastewater Operations;
Customer Support Services; and Resource Management. The Water Division has a total of
45.65 FTE positions dedicated to the Water Enterprise Fund, as detailed in Figure 14 -2.
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Figure 14 -2: Water Division Staff Allocation

Administration Utility Account Rep 1.0

Director of Utilities 0.3 Senior Resource Planner 0.3

Communications Manager 0.3

Compliance Manager 0.3 Electric and WGW Operations

Administrative Assistant 0.3 Assistant Director Utility Operations 0.3

Senior Administrator 0.3 Manager of Utility Operations - WGW 0.3

Senior Business Analyst 0.6 Coordinator - Utility Safety & Security 0.3
Program Assistant 0.6 Administrative Associate II 0.3

Heavy Equipment Operator 2.0

Electric and WGW Engineering Utility Locator 0.5

Assistant Director Utility
0.3 Coordinator Utility Projects 1.0

Engineering
Engineering Manager - WGW 0.3 Supervisor - WGW 1.6

Utility Engineering Estimator 0.5 Supervisor Water Transmission 1.0

Engineering Tech III 0.3 Senior Water System Operator 2.0

Administrative Associate II 0.3 Restoration Lead 0.3

Business Analyst 0.5 Maintenance Mechanic - Welding 0.8

Senior Project Engineer 1.0 Utility Installer /Repairer 4.0

Project Engineer 2.0 Utility Installer /Repairer - Lead 1.25

Engineer 1.0 Water System Operator II 3.5

Inspector, Field Services 1.0 Water Meter Cross Connection Tech 3.0

Inspector, Field Services 0.3

Customer Sunnort Services Field Service Representative 1.5

Asst Dir Utility - Customer Support 0.3 Senior Field Service Representative 0.5

Manager - Customer Services /MR 0.3

Administrative Associate II 0.7 Resource Management

Manager - Utility Market Services 0.3 Assistant Director Utility Resource 0.25
Mgmt.

Senior Market Analyst 0.3 Senior Resource Planner 1.15

Customer Service Specialist - Lead 0.7 Resource Planner 0.2

Customer Service Rep 1.5 Administrative Associate II 0.2

Customer Service Specialist 0.7 Manager - Utility Rates 0.3

Utility Credit /Collection Specialist 0.3

Meter Reader - Lead 0.3

Meter Readers 2.0

Utility Key Account Rep 0.5 Total 45.6

Formal performance evaluations of all employees are conducted annually, with less
formal evaluations every four months. The probation period for new employees is six
months, with evaluations at the end of probation. The agency tracks the employees'
workload through the M̀icrosoft Project' program, work logs, and service requests.

Operational efficiencies are being improved through the Geospatial Design and
Management Solution project, which will place all data for electric, water, gas, wastewater,
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fiber optic, traffic signal, and street light utilities on a single asset management platform
using the existing GIS data base. This will allow the various utilities to interface a computer
mapping system, including water system improvements and water line replacement
project. In FY 10 -11, the Utilities Department exceeded all of its electric, natural gas and
water efficiency goals.

The City adopted the 2010 Urban Water Management Plan on June 13, 2011, and
prepared a Recycled Water Facility Plan in March 2009. The Water Shortage
Implementation Plan was adopted in January of 2010. Capital improvements are
considered over a five -year planning period as part of the annual budget process.

POPULATION AND PROJECTED GROWTH

The 2010 United States Census population for Palo Alto is 64,403. The average
household size is 2.41 per the United States Census. Adjacent to the City is the Stanford
census designated place (CDP) which has a 2010 United States Census population of 13,809
and an average household size of 1.96 per the United States Census.

ABAG projects that the population of Palo Alto will increase to 84,000 by the year 2035,
a 30.4 percent increase over the twenty -five year period.

The Palo Alto Comprehensive Plan ( General Plan) 1998 -2010 addresses policies and
programs ( including best management practices) for Water Resources as part of the
Natural Environment Element. The City is currently amending its Comprehensive Plan to
cover the period 2010 -2020.

FINANCING

Financial Adequac

The Water Fund is an enterprise fund in which charges for services generate the
necessary funds to provide the services. No General Fund monies are utilized by the Fund.
Because wholesale water rates have been increasing and water use has been declining (due
to cooler weather and water conservation), recent revenues generated by the Water Fund
have not equaled expenditures. The City has been utilizing its Rate Stabilization Reserve to
make up the difference. The City's FY 11 -12 budget narrative indicated that rate increases
to water customers are expected to increase revenues so as to equal expenditures.
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Revenue Sources

In FY 08 -09, the Water Fund generated $27.1 million, in FY 09 -10 the Fund generated
26.2 million, and in FY 10 -11 the Fund was projected to generate $31.3 million. With a
new rate increase in place, FY 11 -12 revenues are expected to be in excess of $33 million.

In FY 10 -11, the Water Fund generated in excess of $31 million in revenues from the
sources shown in Figure 14 -3.

Figure 14 -3: Funding Sources

As indicated above, significant Net Sales $ 27,248,635 869%

revenues are derived from water

sales. The City's capital ' Merest Income 1,050,100 3.3%

improvement program also

contributes significant funds as other Income 3,074,144 9.8%

described below. "
otat $ 31,372,879 100

Rates

A significant portion of Water Fund's total costs are related to the cost of purchased
water. Water supply costs increased by about 38percent in FY 11 -12 and are expected to
double by 2016. These increases are the result of the infrastructure projects undertaken
by SFPUC to upgrade the regional water distribution system at a cost of $4.6 billion. Based
on wholesale water rate projections by SFPUC, costs will increase an average of 10 percent
per year over the next six years.

As a result of these wholesale price increases, the City is proposing to raise the water
rate charge to its customers beginning October 1, 2011. For the nine month period
October -June) a system -wide increase of 20.9 percent is being proposed. An additional
drawdown from the Rate Stabilization Reserve Fund of $2.8 million would also be required
to cover the wholesale water price increase. The City has implemented an ' inclining block
tier' rate structure which charges proportionally higher water rates for higher water users.
One objective of this rate structure is to promote efficient wateruse.

Rates proposed by the City Council for residential customers for implementation
effective on October 1, 2011 are shown in hundred cubic feet (CCF)106 in Figure 14 -4.

106 One hundred cubic feet [CCF) equals 748 gallons.
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0 to 6 CCU $ 3.60 per CCU - $ 0.349 per CCU - 8.8

7 to 29 CCU $ 6.08 per CCU $ 0.456 per CCU 8.1%

Over 29 CCF $ 7.64 per CCU $ 2.016 per CCF 35.8%

In addition, the monthly meter charge for a residential 5/8 inch meter will increase
from $5.00 to $10.00. A small residential customer with a 5/8 inch meter that uses 6 CCF
per month will see a monthly water bill increase from $28.69 to $31.60, a $2.91 increase
10.1 percent). A medium residential customer who users 14 CCF will see an increase from
72.10 to $80.24, an $8.23 increase (11.4 percent); while a large residential customer who
uses 35 CCF per month will see an increase from $190.12 to $217.28, a $27.17 increase
14.3 percent).

Based on the anticipated costs for wholesale water, it is expected that monthly water
bills will continue to increase in the foreseeable future.

Expenditures

For FY 11 -12, the Water Fund expenditure ( including capital improvement projects) is
expected to total $36.6 million, which is 8 percent of the City's total expenditures ( all
funds) of $450.2 million.

In FY 08 -09, the Water Fund spent a total of $20.3 million, in FY 09 -10 the Fund spent
21.0 million, and in FY 10 -11 the Fund was projected to spend $36.8 million. Increased
expenditures are attributed to increased costs for wholesale water and infrastructure
projects. Revenues and Expenditures of the Fund for the past three fiscal years are shown
in Figure 14 -5.

Beginning in FY 10 -11, Water Fund expenditures exceeded revenues. The City has been
utilizing its Rate Stabilization Reserve ( which stood at $17.2 million and is projected to be
at $11.8 million at the end of FY 11 -12) to make up the difference. The Rate Stabilization
Reserve is used as a'balancing account'to keep the Water Fund expenditures equal to fund
revenues.
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Figure 14 -5: Expenditures and Revenues (FYs 08 -10)
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Revenues • Expenditures

Primary expenses in FY 10 -11 were:

Administration 2.7 million 7.3%

Operations 6.0 million 16.3%

Purchased Water 12.0 million 32.6%

Capital Expenditures 8.9 million 24.2

Customer Support Services 1.7 million 4.6%

Debt Service 2.9 million 7.9%

Rent 2.1 million 5.7%

Miscellaneous 0.5 million 1.4%

Total 36.8 million 100%
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Canital Orjtlnvr

The current budget includes seven capital improvement projects ( CIP) totaling $4.4
million. Particular focus is being placed on replacement of aging water lines and seismic
upgrades of water reservoirs (tanks). The water replacement line CIP has been ongoing
since 1986 and funds approximately $ 3.1 million to replace 15,800 lineal feet of water
mains each year. The seismic system upgrade CIP provides structural reinforcement for
the Monte Bello, Corte Madera, Park, Boronda, and Dahl reservoirs, and funds $9.7 million

over the next three years.

The Emergency Water Supply and Storage project is ongoing and involves a number of
construction projects to enable the City to have an eight -hour supply of water available
should the SFPUC go down. The project involves the rehabilitation of up to five of the City's
existing stand -by wells, to construct three new wells, to construct a new 2.5 million gallon
MG) storage reservoir, and to augment the existing Mayfield Pump Station. Two new
emergency stand -by wells have been completed, and the Mayfield Pump Station contract
was awarded in July 2011. These improvements are funded by the $35 million revenue
bond issued in 2009.

The Utilities Department also funds $215,000 annually for water meter replacement
and upgrades, and $217,000 annually for fire hydrant replacements and upgrades.

l.onn -term Debt

A $ 35 million water revenue bond was issued on October 6, 2009 to finance the
Emergency Water Supply project. Interest ranges from 1.80 percent to 4.65 percent with
annual payments of $825,000. Repayment will be made from net revenues of the Water
Supply and Distribution Enterprise Fund and will be retired in 2035.

A $ 26 million utility revenue bond was issued on January 24, 2002 to finance
improvements to the City's water and natural gas utility system. Interest ranges from 3.00
percent to 5.00 percent, with annual payments of $835,000. Repayment will be made from
net revenues of the Water Services and Gas Services Funds and will be retired in 2026.

Reserves

The City maintains a Rate Stabilization Reserve which currently stands at $15.1 million,
a Debt Service Reserve ( currently $3.3 million), and an Emergency Plant Replacement
Reserve (maintained at $1.0 million). The City's Rate Stabilization Reserve Policy requires
that the City maintain a minimum of 20 percent of water sales revenue ( currently
5,449,727) in the Rate Stabilization Reserve Fund. The current reserve is 277 percent of
water sales revenues in FY 10 -11. The City does not maintain a specific reserve fund for
operations.
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WATER SUPPLY

The City of Palo Alto depends on a combination of surface water and recycled water to
meet the water needs of its customers. All surface water is pre- treated by SFPUC. The City
also owns and maintains Wells in order to make use of groundwater during emergency or
drought conditions; however, groundwater has not been used since 1991.

The City of Palo Alto depends solely on SFPUC for domestic surface water supply
through its 2009 Master Agreement. The agreement between the City and SFPUC was
negotiated by the Bay Area Water Supply and Conservation Agency ( BAWSCA). Per the
agreement, the 29 SFPUC wholesale customers have a combined supply assurance of 184
million gallons per day. The City of Palo Alto's guaranteed portion of the supply assurance
is referred to as the individual supply guarantee. Palo Alto's individual supply guarantee is
17.07 million gallons per day (or approximately 19,118 acre feet per year (AFY). As shown
in Figure 14 -6, the City anticipates that surface water supply requirements will not exceed
14,971 AFX through 2030, which is approximately 78 percent of the City's guaranteed
supply from SFPUC.

The SFPUC water supply is subject to reductions during drought conditions. As part of
the water supply agreement, a water shortage allocation plan between SFPUC and its
wholesale customers was adopted in 2009, and addresses shortages of up to 20 percent of
system -wide use. The Tier 1 Shortage Plan allocates water from the regional water system
between San Francisco Retail and the wholesale customers during system -wide shortages
of 20 percent or less. The water supply agreement also includes a Tier 2 Shortage Plan,
which allocates the available water among the SFPUC wholesale customers. A new Tier 2
plan was approved by the BAWSCA agencies in 2011, which provides the framework for
allocating the wholesale Tier 1 water allocation between the different BAWSCA agencies.
The new Tier 2 water shortage plan is in effect until 2018. For details, refer to the D̀rought
Allocations' section of Chapter 23, San Francisco Public Utility Commission.
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Recycled Water 802 850 850 850 850

Total 13,065 15,103 15,007 15,203 15,821
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The City's existing water well system consists of seven. wells (Hate, Rinconada, Peers,
Fernando, Matadero, Eleanor Pardee, and Main Library) with a combined total permitted
capacity of 6,000 gallons per minute (gpm). Additionally, a new well at El Camino Park,
which is currently under construction, will enhance production capacity by 1,000 gpm once
completed in December 2012. Besides normal annual operational testing, these wells have
not been used for City potable water since 1991. The City is in the midst of constructing
and completing an emergency water supply and storage project to rehabilitate existing
wells and construct additional wells and emergency storage. Upon completion of these
enhancements, the City's wells would have the combined capacity to pump 11,000 gpm (or
15.8 mgd). In addition to enhancing the City's emergency water supply capabilities, the
groundwater system may also be used to a limited extent for water supply during drought
conditions ( up to 1,500 AFY), and would be capable of providing normal wintertime
supply needs during extended shutdowns of the SFPUC system. Given the limitations
identified for groundwater during drought conditions, and the City's sufficient available
surface water supply, the City has no plans to use groundwater during a drought, at this
time. Once the water supply and storage project is complete, the City will re- evaluate the
feasibility of using groundwater as a supplemental supply during a drought.

Recvcled Water

The City of Palo Alto operates the Palo Alto Regional Water Quality Control Plant
RWQCP), a wastewater treatment plant for the East Palo Alto Sanitary District Stanford
University, the Town of Los Altos Hills, and the cities of Los Altos, Mountain View, and Palo
Alto. Wastewater from these communities is treated by the Palo Alto RWQCP prior to
discharge to the Bay.

The Palo Alto RWQCP provides recycled water to the RWQCP itself, the Palo Alto Golf
Course, the Palo Alto Duck Pond, Emily Renzel Marsh, Greer Park, and the North Bayshore
Area in Mountain View, including the Shoreline Golf Course. Recycled water is also
provided via water trucks to construction sites for dust suppression. The Palo Alto RWQCP
currently produces about 800 AFY of recycled water. Palo Alto is currently studying a
potential extension of the recycled water distribution system by constructing a new
recycled water line to serve the Stanford Research Park area, as well as commercial uses
and public spaces along the backbone and lateral pipeline routes. For more details on the
Palo Alto RWQCP, refer to Chapter 26.

le/ As specified in the EIR for the Emergency Water Supply and Storage Project concern over prolonged groundwater
pumping in the area resulted in a maximum production limitation of 1,500 AFY during a drought
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Emergency Preparedness

Woter Sunnly Hozerds

The City has undertaken a systematic program to replace aging water lines. While the
water line replacement project has been on -going since 1986, it will be a number of years
before all of the old lines have been replaced. The Water Division is prepared to respond to
any leaks or breaks in a. timely manner, and is able to be on site within 60 minutes of
dispatch.

The City is addressing the vulnerability of its water storage reservoirs to seismic events.
In 2009, the City Council approved an emergency water supply and storage project as
described in the Capital Outlays section.

Fmernencv Woter Sunnly

Once the emergency water supply and storage project is complete, the City's
groundwater system would be capable of providing normal wintertime supply needs
during extended shutdowns of the SFPUC system.

At the present time, the storage and water well supply capacity of the existing system
can provide approximately three hours of emergency water under a maximum day demand
plus fire scenario.

In terties end Rock -un Sunnly

Palo Alto has interties with Stanford University (2), Mountain View (2), and East Palo
Alto (1) for use during emergency situations.

WATER DEMAND

Water consumption has fluctuated over the last 25 years in the City. Water
consumption peaked between 1985 and 1987, and then hit an all -time low in 1993 during a
drought year. Consumption in 2010 was low compared to previous years, as a result of the
drier than normal conditions from 2006 to 2009, conservation measures implemented
during the drought permanent water conservation measures implemented during the past
25 years, and the concurrent economic recession. Water use decreased by 27 percent
during the past nine years, and by 16 percent from 2007 to 2010. The City's water
consumption is forecast to remain relatively stable in the future, with a slight increase due
to a. rebound in the economy.

In 2010, the City sold 11,236 acre feet of surface water or 59 percent of the City's
supply guarantee from SFPUC. The City of Palo Alto projected water demands, as
forecasted sales to 2030, are set out in Figure 14 -7. The City adjusts water sales
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projections to account for its water conservation efforts, which are also called demand
management measures. After incorporating the impact of demand management measures,
total sales are expected to increase by 17 percentfrom the period 2010 to 2030. Based on
these projections, the City of Palo Alto's water demand (13,702 AF)r) will be well within the
City's SFPUC supply guarantee (19,118 AF)r) in 2030.

Figure 14 -7: Past, Current and Projected Water Sales AFY
Actual Sales Data Projected Forecast
2005 2010 2015 2020 2025 2030

12,217 11,236 14,201 14,970 14,970 15,949

Demand Management — 1,083 1,651 1,810 2,247

Incorporated
Projected Net Water 13,118 12,986 13,160 13,702

Requirements

Source: Adapted from City of Palo Alto 2010 UWMP, June 2011; Table 10: Past Current and
Projected Water Sales, page 41.
Note: These numbers exclude recycledwater usage.

The water sales projections shown in Figure 14 -7 do not include sales of recycled water,
which are anticipated to increase by only six percent to 850 AFY in 2030. The City
projected minimal growth in the use of recycled water, as the City has not made a
commitment to expand the recycled water system or its use.

Residential water use per capita in Palo Alto is one of the highest among the BAWSCA
member agencies. Of the 24 cities and water districts who are members of BAWSCA, Palo
Alto ranks fourth at 120 gallons per capita per day. Over the past three calendar years, the
Utilities Department has exceeded its annual water reduction goal of 0.34 percent per year
as a percentage of total retail sales). In 2008, retail sales were reduced by 0.72 percent, in
2009 by 0.98 percent and in 2010 by 1:35 percent.

WATER INFRASTRUCTURE AND FACILITIES

The Palo Alto water system is a comprehensive water delivery system. The City is
divided into ninepressure zones. Zones 1, 2 and 3 are located in the lowerelevations of the
City (generally northwest of the Foothill Expressway), while Zones 4, 5, 6, 7, 8, and 9
extend south into thehigher elevations and the open space areas.

The City receives its potable water from SFPUC at five connection points (Lytton,
California, Page Mill, Arastradero,. and Sand Hill). Water received from SFPUC is treated
and fluoridated.

Water Treatment Facilities

Palo Alto does not have any water treatment facilities.
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Water Storage Facilities

The City has six water storage reservoirs with a combined storage capacity of 10.5
million gallons (MG); with a new 2.5 MG storage tank, plus an additional emergency well
currently under construction. The existing reservoirs are in the process of being
seismically retrofitted to further stabilize the City water supply system and ensure
reliability. These tanks are currently utilized to maintain optimum water pressure
between zones, and are a source for normal potable water use and for emergency
purposes.

Conveyance and Distribution Facilities

The City's water system is composed of approximately 50 miles of 12 -inch to 30 -inch
diameter transmission lines and over 160 miles of 4 -inch to 10 -inch diameter distribution

mains. There are still remaining approximately 15 miles of 4 -inch diameter pipes, which
are being replaced with 8 -inch diameter lines, which is the City's current minimum
standard.

The City's water system also consists of seven booster pump plants (Lytton, Mayfield,
Quarry, Corte Madera, Boronda, and Dahl) each with two to three pumps, one of which is
on standby for emergency purposes. The system also features eight pressure regulating
stations, 1,944 fire hydrants, 287 City -owned backflow prevention devices, and 20,238
water service connections. The system also includes the automated Supervisory Control
and Data Acquisition ( SCADA) System that controls distribution of water throughout the
system.

When the City's water main replacement program was first incepted in the mid 1980's,
over 60 percent of the water main pipelines were constructed prior to the 1960's. The
1960's vintage pipes are approaching their estimated 50 -year useful service life and are in
need of replacement. The City's annual water capital improvement project replaces
structurally deficient water mains and appurtenances. Some mains are inadequate in size
to supply required flows and pressures for fire protection, and others are subject to
recurring breaks. Mains are selected by researching the maintenance history of the system
and identifying those that are undersized, corroded, and subject to breaks. The rate of
main replacement was increased from one mile per year to three miles per year in Fiscal
Year 93 -94. In addition, an analysis of cost effective system improvements was initiated in
the same year. This analysis helped determine the best materials and construction
methods to use with a goal of reducingthe accelerated main replacement program's cost.

The City reported that in calendar year 2010 there were 23 main line breaks or leaks,
and 22 service connection breaks or leaks. The City did not issue any'boil water' orders or
report any water outages.
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Infrastructure Needs & Capital Improvement Program

The current capital improvement program identifies seven capital improvement
projects scheduled over the five -year planning period. Particular focus is being placed on
replacement of water lines, rehabilitation and maintenance of water tanks, and
replacement of water meters and fire hydrants. Refer to the Financing Section for details.

Shared Facilities

The City does not share any facilities with any other agencies or organizations, with the
exception of the emergency interties.

WATER QUALITY

Source Water

For the SFPUC system, the major water source originates from spring snowmelt Flowing
down the Tuolumne River to the Hetch Hetchy Reservoir, where it is stored. This pristine
water source is located in the well - protected Sierra region and meets all Federal and State
criteria for watershed protection. DPH and the EPA have granted the Hetch Hetchy water
source a filtration exemption, based on the SFPUC's disinfection treatment practice,
extensive bacteriological - quality monitoring, and high operational standards. In other
words, the source is so clean and protected that the SFPUC is not required to filter water
from the Hetch Hetchy Reservoir. Water fromthe Hetch Hetchy is supplemented by run -off
collected in the Alameda and Peninsula Watersheds. This water is treated at two water

treatmentplants priorto distribution.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report, the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns.

The City of Palo Alto does not treat water derived from the City's stand -by wells other
than adding disinfectant Treated water is received from the SFPUC Hetch Hetchy system.
The City's water wholesalers, SFPUC and SCVWD, conduct their own testing. Of the
parameters tested, none were found to behigherthan CDPH allows.
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According to the federal Environmental Protection Agency ( EPA) through its Safe
Drinking Water Information System (SDWIS), the City of Palo Alto had one violation during
the 2000 -2010 period. This was a Health Based Violation in July 2010 for coliform which
has been cleared by State Administrative Order without penalty.

The City's 2010 Water Quality Report indicates that the City's potable water supply
from all sources met all state and federal drinking water health standards. In order to
insure that water quality standards are met, drinking water samples are collected daily
throughout the City and analyzed for a variety of regulated and unregulated contaminants.
Samples are tested by the City's certified laboratory and an independent laboratory using
the latest testing procedures and equipment. Of the parameters tested, none were found to
be higher than CDPH allows.

The most recent water system inspection by CDPH (December 2010 and January 2011)
identified seven minor deficiencies which have been corrected by the City.
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CITY OF PALO ALTO

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

The current 2010 population of Palo Alto is 64,403.

3 ABAG estimates that Palo Alto will grow by 30.4 percent over the next 25 years to an
estimated population of 86,803.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 The City will be able to purchase sufficient water to meet its needs under its current
contract with the San Francisco Public Utilities Commission.

3 The Palo Alto water supply and distribution system has sufficient capacity to serve
all water customers within its service area.

S Water use decreased by 27 percent during the past nine years, and by 16 percent
from 2007 to 2010. The City's water consumption is forecast to remain relatively
stable in the future.

3 Continued emphasis on water conservation, rebates for water efficient appliances,
and an ' inclining block tier' water rate structure are expected to result in static
demand for water.

3 The City is placing increased emphasis on utilizing recycled water for landscape
irrigation. The Public Works Department and the Utilities Department are
collaborating on a project to expand the recycled water service beyond the 850 acre
feet per year currently projected. Recycled water currently makes up six percent of
the City's water supply.

4• The Palo Alto water system has seven emergency wells to address any water supply
shortfalls and as backup should the SFPUC system be out of service. The City is
currently implementing an Emergency Water Supply and Storage project to
augment its emergency supply.

3 The City currently has adequate water storage to provide three hours of water in an
emergency. With the addition of water storage and improvements to the well
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system under the Emergency Water Supply and Storage project, an eight hour
emergencywater supplywill be available.

The Utilities Department has an ongoing program to replace its aging water
distribution system, water meters and fire hydrants. These replacements and
upgrades will insure adequate fire flow for fire suppression.

Existing water reservoirs ( tanks) are being seismically retrofitted to further
stabilize the City water supply system and ensure reliability.

The City provides high quality water based on district compliance with drinking
water regulations, a lack of health and monitoring violations since 2000, and timely
thorough district response to California Department of Public Health infrastructure
and operational concerns.

City management methods appear to generally meet accepted best management
practices. The City prepares a budget before the beginning of each fiscal year, has a
detailed Capital Improvement Program, conducts periodic financial audits,
maintains relatively current transparent financial records, regularly evaluates rates
and fees, tracks employee and department workload, and has established a process
to address complaints.

Financial Ability of Agency to Provide Services

The Water Enterprise Fund for the Palo Alto water system has not had sufficient
financial resources to maintain a positive fund balance. The Rate Stabilization
Reserve Fund has been utilized to allow Water Fund revenues to equal
expenditures.

Increased costs to provide services (expenditures) have outpaced revenues since FY
09 -10, necessitating the need to utilize the Rate Stabilization Reserve Fund and to
implement a new rate structure which raises water rates 20.9 percent for the period
October 2011 through June 2012.

Water rate increases will be required over the next several years to finance SFPUC
Hetch Hetchywater system seismic improvements.

The City has an ongoing multi -year capital improvement program that includes
repair, replacement and rehabilitation projects that are designed to improve the
overall water storage and distribution system.
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Status and Ounortunities for Shared Facilities

The City practices facility sharing by receiving potable water through the SFPUC
distribution system, sharing emergency water line interties with Stanford
University, Mountain View and East Palo Alto, and receiving recycled water from the
Palo Alto Regional Water Quality Control Plant.

The City collaborates with the Santa Clara Valley Water District, the Bay Area Water
Supply and Conservation Agency, the Northern California Pipe Users Group, and the
Water System Distribution Roundtable.

The Gityhas not identified further opportunities for facility sharing.

Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

b Accountability is best ensured when contested elections are held for governingbody
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public, The City demonstrated
accountability with respect to all of these factors.

The City has a water advisory committee, the Utilities Advisory Commission, to
provide advice and recommendations to the City Council regarding water resources,
project review, environmental issues, and rate structure.

Operational efficiencies are being improved through the use of an asset
management system, by utilizing an ìnclining block tier'water rate structure which
promotes more efficient use of water; and by carrying out an aggressive water
conservation program.

No governance structure options have been identified for Palo Alto.
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15. CITY OF SAN JOSE

AGENCY OVERVIEW

The City of San Jose was incorporated on March 27, 1850, and became a charter city on
May 4, 1965. San Jose is a. full service city providing an extensive range of services
including: planning ( development review, zoning and environmental review); building
inspection; code enforcement; housing; redevelopment; economic development; police
protection; fire protection; public works ( animal control, capital improvements, event
services); transportation ( streets, sidewalks, street lights, traffic, parking, trees and
landscape, and sewer and storm drain collection); parks, recreation and neighborhood
services (recreation, parks, trails, family camp, community center, and zoo); libraries; and
international airport. City services. ( including wastewater, solid waste, parks and
recreation, storm water drainage, law enforcement, and library) were studied in the August
2006 South Central Santa. Clara County Service Review.

Municipal water services for San Jose are part of the Environmental Services
Department, which also includes solid waste (garbage), recycling, recycled water, storm
water, and wastewater. Water services were studied as part of the Countywide Water
Service Review in June 2005.

nt of Services

Services Provided

The Water Resources Division of the Environmental Services Department provides
drinking water to residential, commercial, and industrial customers in North San Jose,
Alviso, Evergreen, Edenvale, and Coyote Valley. The Water Resources Division oversees
water quality, water conservation, system maintenance, backflow prevention, leak
detection, and a recycled water program for the San Jose Municipal Water System ( SJMWS).
SJMWS also has a comprehensive water conservation program which includes landscape
education, ' Save 20 Gallons' program, Watershed Watch, and the H use water saver
program.

The City's water service area includes water service customers in the communities of
North San Jose, Alviso, Evergreen, Edenvale, and Coyote Valley, all within the City of San
Jose. San Jose is also served by the San Jose Water Company and the Great Oaks Water
Company.
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The Municipal Water System is comprised of two separate water systems: North San.
Jose- Alviso; and Evergreen - Edenvale- Coyote Valley. The Municipal Water System has three
different sources of potable water, and one recycled water source. Potable water is derived
from six municipal wells; from imported water from the State Water Project (SWP) and the
federal Central Valley Project (CVP) through the SCVWD; and from the San Francisco Public
Utilities Commission ( SFPUC) Regional Water System. Recycled ( non- potable) water for
irrigation purposes is produced at the San Jose -Santa Clara Water Pollution Control Plant
WPCP) and distributed by South Bay Water Recycling ( SBWR), a section of the City's
Water Resources Division.

Service Area

The Municipal Water System serves customers within four service areas: North San
Jose- Alviso, Evergreen, Edenvale, and Coyote Valley.

Services to Other Agencies

South Bay Water Recycling provides recycled water to Municipal Water System
customers in North San Jose, Alviso, Evergreen, Edenvale, and Coyote Valley, as well as
customers in the City of Milpitas, the City of Santa Clara, and the San Jose Water Company.

Contrnctc for Wnter.Servicec

The City contracts with SCVWD and the City and County of San Francisco for treated
potable water.

Collaboration

The City collaborates with the Bay Area Water Supply and Conservation Agency

BAWSCA), serves on SFPUC and SCVWD Subcommittees, participates in the 'Watershed
Watch' program of the Santa Clara Valley Urban Runoff Pollution Prevention. Program, and
jointly participates on the Recycled Water Liaison Committee with SCVWD.

Boundaries

The San Jose Municipal Water Service area consists of four sub- areas:

y North San Jose- Alviso — S.3 square miles bounded by Alviso Slough on the north,
Coyote Creek to the east, Trimble Road on the south, and the Guadalupe River on the
West;
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Evergreen - 15.6 square miles bounded by Tully Road on the north, the foothills of
the Mt. Diablo Range on the east, the City Limits on the south, and Highway 101 on
the west;

Edenvale - 0.9 square miles east of Coyote Creek and north of Silicon Valley
Boulevard, and bisected by Hellyer Avenue; and

Coyote Valley - 2.3 square miles located between Tulare Hill on the north and Palm
Avenue on the south, and just east of Highway 101.

San Jose is located within the Santa Clara Groundwater Subbasin and the Coyote Sub -
basin.
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ACCOUNTABILITY AND GOVERNANCE

The City of San Jose operates under a city council -city manager form of government
with a ten - member City Council elected by district, a Mayor elected at large, and a City
Manager appointed by the City Council.

Councilmembers are elected to numbered districts for four -year terms. The Mayor is
elected to a four -year term by all the voters in the City. The City Charter limits the Mayor
and Councilmembers to serving no more than two consecutive terms. The Vice Mayor is
selected by the Council to serve a one -year term. Current member names, positions, and
term expiration dates are shown in Figure 15 -1.

15 -1: Citv of San lose Citv Council

Water Resources Division Contact Information
Contact:

Position

Mansour Nasser, Deputy Director
Address:

Len2thofTerm

3025 Tuers Road, San lose, CA 95121

Telephone:

December 2014

408 - 277 -4218

IF- mail /Wehsitee

KansenChu

mansour. nassero. qn nioseca.eov /www.simuniwater.com

Member Name Position Term Expiration Manner of Selection Len2thofTerm
Xavier Campos Councilmember, District 5 December 2014 Elected by District 4 years

KansenChu Councilmember,District4 December 2012 Elected by District 4years
Pete Constant Councilmember, District 1 December 2014 Elected by District 4 years
Rose Herrera Councilmember, District 8 December 2012 Elected by District 4years
Ash Kaira Councilmember, District 2 December 2012 Elected by District 4 years
Sam Liccardo Councilmember, District 3 December 2014 Elected by District 4 -years

Madison Nguyen Vice Mayor, District 7 December 2014 Elected by District 4 -years

Pierluigi Oliverio Councilmember, District 6 , December 2012 Elected by District 4 -years

Nancy Pyle Councilmember, District 10 December 2012 Elected by District 4 years

I Chuck Reed Mayor December 2014 Elected At Large 4years

I Date: Every Tuesday at 1:30 PM and the first andthird Tuesdays at 7:00 PM
Location: City Council Chambers, City Hall, 200 E. Santa Clara Street, San Jose
Agenda Distribution: Posted on the City Clerk's page on the City website.
Minutes Distribution: Available on the City Clerk's page of the City website, along with agendas and reports.

SAN JOSE MUNICIPAL WATER SYSTEM 350



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

The City Council meets every Tuesday in the City Council Chambers at 1:30 PM, and on
the first and third Tuesdays at 7:00 PM when most land use public hearings are held.
Agendas are posted on the City website. Agendas, synopses of meetings, minutes, and
reports are available on the website.

Council meeting are televised live on Civic Center TV (Cable Channel 26). Meetings are
also webcast live and archived for review on the City website.

The City does not have a water- related advisory commission or committee. The City
participated with the City of Santa Clara and SCVWD on a Joint Recycled Water Liaison
Committee. The Committee consisted of the Mayor of Santa Clara, two Councilmembers
from San Jose, and three Board Members from SCVWD. The purpose of the committee was
to develop a long -term agreement amongst the parties on the use of recycled water and
operations and maintenance of the South Bay Water Recycling system. The Committee
completed it work in April 2009.

The Water Services Division website can be accessed directly at www.sjmuniwater.com.
There is extensive information related to water, including an explanation of water supply
and distribution, customer service, water quality, and water retail rates. Links are readily
accessible to the 2010 Urban Water Management Plan, Annual Water Quality Reports, and
the Water Conservation program. A detailed contact list of personnel is not provided, but
inquiries /complaints /questions can be submitted in person to the Customer Contact
Center at City Hall, by telephone to the Customer Contact Center, or by e -mail.

If a customer is dissatisfied with the City's water services, that customer may write a
letter to the Deputy Director of Environmental Resources, visit or call the Customer Contact
Center, or submit an e -mail. In calendar year 2010, the North San Jose- Alviso system had a
total of 23 water quality- related complaints; two for odor /taste, 15 for color, zero for
turbidity, three for pressure, and three for water outages. These complaints accounted for
0.98 percent of the 2,349 customers served. The Evergreen - Edenvale- Coyote Valley system
had a total of 66 water quality - related complaints; six for odor /taste, seven for color, one
for turbidity, and 52 for pressure. These complaints accounted for 0.28 percent of the
23,469 customers served.

The Water Resources Division of the Environmental Services Department demonstrated
full accountability and transparency in its disclosure of information and cooperation with
Santa Clara LAFCO. The Water Resources Division responded to the questionnaires and
cooperated with all document requests.
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MANAGEMENT AND STAFFING

Daily operations of the Water Resources Division are under the direction of the Deputy
Director of Water Resources, who reports to the Director of Environmental Services, who
reports directly to the City Manager. The Division has a total of 45.0 full -time equivalent
FTE) staff divided into three sections: Water Supply and Operations & Maintenance

Engineering; South Bay Water Recycling; and Operations & Maintenance. These positions
are detailed in Figure 15 -2.

15 -2: Water Resources Division Staff Allocation

Deputy Director 1.0 South Bay Water Recycling
Senior Office Specialist 3.0 Associate Engineer 2.0

Supervising ESS 1.0

Water Sully and 0 & FrT nPPrirj° Associate Engineering 1.0

Technician

Senior Civil Engineer 1.0 Environmental Services 1.0

Specialist
Associate Engineer 2.0 Associate ESS 1.0

Engineer II 2.0 Assistant ESS 1.0

Principal Construction Inspector 1.0

Senior Construction Inspector 1.0 Operations and Maintenance

Associate Construction Inspector 1.0 Maintenance Superintendent 1.0

Cross Connection Specialist 1.0 Maintenance Supervisor 2.0

Environmental Services Specialist 2.0 Electrician 1.0

ESS)
Senior Engineering Technician 2.0 Senior Water System Tech 3.0

Associate Engineering Technician 1.0 Water System Technician 9.0

Engineering Technician 1.0 Water Meter Reader 3.0

Total 45.0

Performance evaluations of all employees are conducted annually. The probation
period for new employees is generally six months, with evaluations at three and six
months. The agency tracks the employees' workload through work logs, service requests,
and performance targets.

Operational efficiencies are being improved by equipping water meters with remote
meter reading transponders, allowing for more efficient collection of water use data. The
Division has recently upgraded its Supervisory Control and Data Acquisition ( SCADA)
System to enable the system to operate more efficiently. The South Bay Water Recycling
program now has over 600 customers, with summer recycled water use in excess of 14
million gallons per day (MCD).
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The City adopted the 2010 Urban Water Management Plan on June 14, 2011, and
completed a Water Conservation Plan in August of 2008. Work is underway in updating
the Disaster Operations Plan. Capital improvements are considered over a five -year
planning period as part of the budget process.

POPULATION AND PROJECTED GROWTH

The 2010 United States Census population for the City of San Jose is 945,942, making it
the largest city in Santa Clara County, the third largest city in California, and the 10th
largest city in the United States. The average household size in the City of San Jose is 3.09
per the United States Census.

ABAG projects that the population of San Jose will increase to 1,380,900 by 2035, a 40.8
percent increase over the twenty-five year period.

The North San Jose - Alviso water system area has an estimated 2010 population of
14,645 based on State Department of Water Resources ( DWR) methodology and United
States Census block data. The Evergreen -Ed enval e- Coyote Valley water system area has an
estimated 2010 population of 100,329 based on DWR methodology and United States
Census block data.

The City is currently updating its General Plan ( called Envision Plan 2040), with
adoption scheduled for October 2011. The Draft Update estimates that by the year 2040,
North San Jose - Alviso will have an additional 21,757 residential dwelling units and 92,062
new jobs. For Evergreen, the estimate is 3,198 additional residential dwelling units and
19,976 new jobs. For Edenvale, the Draft Update estimates that there will be zero new
residential dwelling units and 16,000 new jobs. For Coyote Valley, the estimate is for zero
new residential units and 50,000 new j obs.

The current General Plan (San Jose 2020) contains water resources goals and policies.
One `benchmark type service level for water supply and sewage treatment states "... prior
to the approval of major new development, available water supply and sewage treatment
capacity should be ensured and documented. The City should coordinate with water and
sewer providers to prioritize service needs for approved affordable housing projects.' "

The August 15, 2011 draft of Envision Plan 2040 lists the following implementation
measures related to water:

108 General Plan 2020, page 93.
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3 Continuously improve water conservation efforts in order to achieve best in
class performance. Double the City's annual water conservation savings by 2040
and achieve half of the District's goal for Santa Clara County on an annual basis.

Reduce residential per capita water consumption by 25 percent by 2040.

Achieve by 2040, 50 million gallons per day of water conservation savings in San
Jose, by reducing water use and increasing water efficiency. Usethe200BWater
Conservation Plan as the data source to determine the City's baseline water
conservation savings level.

Recycle or beneficially reuse 100 percent of the City's wastewater supply, .
including the indirect use of recycled water as part of the potable water supply.

FINANCING

Financial Adeauac

The Water Utility Fund (Water Fund) is an enterprise fund in which charges for services
generate the necessary funds to provide the services. No General Fund monies are utilized
by the Fund. Water Utility Fund revenues and expenditures are tracked by operational
costs and by capital improvements.

Revenue Sources

In FY 08 -09, the Water Fund generated $26.1 million, in FY 09 -10 the Fund generated
24.7 million, and in FY 10 -11 the Fund was projected to generate $25.7 million. This
amount is expected to increase to $27.3 million in FY 11 -12. The reduction between FY 08-
09 and FY 09 -10 is attributed to a 6.3 percent decrease in water sales driven by mandatory
water rationing, the economic downturn, and a cooler spring and summer. Projected
revenues for FY 11 -12 will increase due to the recent rate hike. Revenues for the past three
fiscal years are shown in Figure 15 -3.

In FY 10 -11, the Water Fund generated $25,650,000 in direct revenue from the
following sources:

109 Draft Env lion Plan 2040, pages 7 -11. and 7 -12
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Potable Water Sales $ 23,300,000 90.8%

Recycled Water Sales $ 2,200,000 8.6 %

Interest $ 50,000 0.2%

Miscellaneous $ 200,000 0.8%

Uncollectible Debt ($ 100,000) ( 0.4 %)

Total $ 25,650,000 100%

As indicated above, significant revenues are derived from potable water sales.

Rates

System -wide, the water rates for FY 11 -12 have increased by 5.9 percent effective July
1, 2011. The San Jose Municipal Water System has an ìnclining tiered' rate structure for
residential users which charges proportionally higher water rates for higher water users.
One objective of this rate structure is to promote the reduction in water use. Current
bimonthly rates vary, depending on the usage and location. Higher rates relate to higher
pressure zones.

15 -3: Water Use

Tier 1 (0 to 14 CCF) $ 2.171 to $2.510 per CCF $ 2.504

Tier 2 (15 to 28 CCF) $ 2.499 to $2.817 per CCF $ 2.588

Tier 3 (29 to 42 CCF) $ 2.753 to 3.103 per CCF $ 2.678

Tier 4 (more than 42 CCF) $ 3.039 to $3.346 per CCF $ 2.570

In addition to the water use charge, the System also charges a meter service charge
depending on meter size. Under the new rates, a typical 5/8 -inch residential meter costs
9.531 per month, an increase from $9.00 per month. In addition, all water bills include a

10 One hundred cubic feet (CCF) equals 748 gallons.
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service charge and a 5 percent utility tax. A typical monthly water bill for a customer that
uses 15 CCF has increased by $2.57 from $43.60 to $46.17.

Expenditur

For FY 11 -12, the Water Fund expenditure is expected to total $28.3 million, which is
2.6 percent of the City total expenditure ( all funds) of $1.09 billion.

In FY 08 -09, the Water Fund spent $24.9 million; in FY 09 -10 the Fund spent $23.5
million; and in FY 10 -11 the Fund was projected to spend $25.9 million. Expenditures for
the past three fiscal years are shown in Figure 15 -4.

Primary expenses in FY 10 -11 were as follows:

Wholesale Water Purchases $ 17,300,000 66.7%
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Salaries and Benefits 3,814,752 14.7

Materials and Supplies 54,999 0.2%

Commercial Paper Repayment 159,661 0.6%

General Fund Overhead 797,166 3.1%

Workers Comp Claims 24,000 0.1%

Transferto City Hall Debt Service 130,205 0.5%

Transfer to General Fund 170,000 0.7%

Transfer to Water Capital Fund 3,472,000 13.4%

Total 25,922,783 100%
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Figure 15 -4: Expenditures and Revenues (FYs 08-09,09-10 and 10 -11)
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CoDital Outlovs

The current budget includes two capital improvement projects: the Bon Bon Drive
Water Main Replacement project budgeted at $935,000; and completion of the Nortech
Parkway East Loop Water Main project budgeted at $674,000 with atotal project budget of
749,000 over a two -year period.

Lona -term Debt

The Water Utility Fund does nothave anylong -term debt.

Reserves

Pursuant to Ordinance No. 26903, the Water Fund is required to maintain a Rate
Stabilization Reserve equivalent to 5 percent of annual operating revenue, and a Reserve
for Operations and Maintenance equivalent to 7 percent of annual operating revenues. At
the end of FY 10 -11, these amounts were $1,283,000 and $4,378,437 respectively. Both
reserve funds meet their statutory requirement, with the Rate Stabilization Reserve at 5.0
percent and the Reserve for Operations and Maintenance at 17.1 percent. The Reserve for
Operations and Maintenance Reserve would be sufficient to fund water operations for 2.0
months.

The Water Fund also maintains for each Fiscal Year a Reserve for Workers

Compensation Claims at $50,000, a Reserve for Encumbrances at $391,771, a Retirement
Pre-Payment Reserve at $24,000, and an U restricted Reserve at $500,000.
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WATER SUPPLY

The San Jose Municipal Water System (SJMWS) relies on four sources of water supply:
surface water from the San Francisco Public Utilities Commission ( SFPUC); local and
imported surface water from Santa Clara Valley Water District ( SCVWD); groundwater
from the Santa Clara groundwater basin; and recycled water from the South Bay Water
Recycling (SBWR) Program.

Figure 15 -5 depicts the amount of supply from each source that was purchased in 2010
and is anticipated to be purchased through 2035 as determined by the City. As a water
retailer, SJMWS depends heavily on water supply wholesalers to meet system demands. To
meet future demand, SJMWS plans to rely on a portfolio of supplies. By utilizing different
supply sources, the City may be able to reduce the impact of water shortage from each
source.

Figure 15 -5: City of San Jose Water Supplies- Current and Projected in a Normal Year

SFPUC 4,592 5,039 5,039 5,039 5,039 5,039
SCVWD 13,692 16,185 16,592 17,019 17,500 17,500
Groundwater 668 5,767 7,988 10,251 12,809 15,888
Recycled Water 3,339 5,148 5,609 6,150 6,770 7,351
Source City of San Jose Municipal Water System 2010 UWMP, June 2011, Table 4 -1: Water
Supplies- Current and Projected in a Normal Year for SIMWS

SFPUC Water

The City of San Jose purchases treated water from the SFPUC system. The business
relationship between SFPUC and its wholesale customers is largely defined by the 2009
Master Agreement between SFPUC and 29 wholesale customers in Alameda, San Mateo and
Santa Clara Counties. The agreement addresses the rate - making methodology used by
SFPUC in setting wholesale water rates for its wholesale customers, in addition to
addressing water supply and water shortages for the regional water system. The
agreement has a 25 year term. The City of San Jose also has an individual agreement with
SFPUC, which provides that the City will remain a temporary and interruptible customer
with assurance of supply only until December 2018. The terms of the agreement state that
the maximum amount SFPUC will deliver collectively to the City of San Jose and City of
Santa Clara is 9.0 million gallons per day (mgd) or 10,082 acre feet per year (AFY). As
shown in Figure 15 -5, San Jose projects purchasing 5,039 acre feet of water, or 50 percent
of the allocated water supply to the two cities, in any given year between 2015 and 2035.

By December 2018, SFPUC will make further decisions on future water supply beyond
2018, after completing necessary cost analyses and California Environmental Quality Act
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CEQA) evaluation /documentation. The supply is interruptible before December 2018, if
the SFPUC determines that aggregate use by all wholesale customers will exceed 184 mgd
m2018. The supply cannot be interrupted until five years after the City has received notice
of SFPUC's intention to reduce or interrupt deliveries.

The SFPUC water supply is subject to reductions during drought conditions. As part of
the water supply agreement, a water shortage allocation plan between SFPUC and its
wholesale customers was adopted in 2009, and addresses shortages of up to 20 percent of
system -wide use. The Tier 1 Shortage Plan allocates water from the regional water system
between San Francisco Retail and the wholesale customers during system -wide shortages
of 20 percent or less. The water supply agreement also includes a Tier 2 Shortage Plan,
which allocates the available water among the SFPUC wholesale customers. A new Tier 2
plan was approved by the BAWSCA agencies in 2011, which provides the framework for
allocating the wholesale Tier 1 water allocation between the different BAWSCA agencies.
The new Tier 2 water shortage plan is in effect until 2018. For details, refer to the D̀rought
Allocations' section of Chapter 23, San Francisco Public Utility Commission.

The City may also purchase excess water supplies from other SFPUC wholesale
customers. The City has emergency interties with the City of Santa Clara and San Jose
Water Company for short -term transfers. However, there are no assurances that this
excess water will be available and these emergency supply sources are not included in
Figure 15 -5.

SCVWD Water

Presently, the City receives a majority ( 61 percent) of its water from SCVWD. SCVWD
supplies SJMWS with treated surface water through the East and Snell Piphnes from the
Santa Teresa and Penitencia water treatment plants. The current contractual agreement
between SJMWS and SCVWD sunsets in 2051, and establishes a schedule of water
deliveries based on a five -year planning period. SJMWS contracts annually for minimum
deliveries, with restrictions based on peak demand and annual distribution. The contract
currently allocates 17,500 AFY to SJMWS. By 2035, the City projects that it will purchase
the full allocated amount from SCVWD.

In determining the long -range availability of water from SCVWD, consideration must be
given to the vulnerability of imported supplies to the effects of prolonged state -wide
drought and environmental impacts. Reductions by the Department of Water Resources or
the US Bureau of Reclamation to SCVWD allocations of State Water Project or Central Valley
Project -San Felipe Division water may result in a temporary supply shortfall for SJMWS and
other SCVWD retailers. Although SJMWS has the facilities to pump additional groundwater,
the Evergreen service area, for which current supplies are 100 percent imported water,
could be faced with a supply deficiency, especially during the summer months. The City
reported that water demands could be met with groundwater, additional imported water
supply, water conservation measures, and with expanded recycled water use.
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Groundwater

The Edenvale and Coyote Valley SJMWS service areas are supplied entirely by
groundwater. SJMWS also utilizes groundwater as a source of supplemental and /or
emergency supply for the North San Jose - Alviso and Evergreen service areas. SJMWS has
11 wells, which draw from the Santa Clara Valley Plain subarea, and three wells, which
draw from the Coyote Valley subarea. In 2010, the well system accounted for 668 acre feet
or 3.5 percent of the potable water supply for the system. SJMWS plans to use
groundwater to cover any shortfall in purchased surface water sources. Figure 15 -5 shows
that the City anticipates significantly increasing its use of groundwater over the next 25
years, with projected groundwater use increasing from 668 acre feet to 15,888 acre feet
between 2010 and 2035.

Recycled Water

In 1998, the South Bay Water Recycling (SBWR) facility and pipeline was constructed to
provide recycled water from the San Jose -Santa Clara Water Pollution Control Plan to
wholesale water providers for irrigation, landscape and industrial uses. SBWR is a joint
powers authority that consists of the Cities of San Jose, Milpitas and Santa Clara , West
Valley Sanitation District and Cupertino Sanitation District. SBWR was developed to
protect the salt marsh habitat by reducing effluent flows from the plant into the wetlands of
the South Bay. A further benefit of this program was the development of a drought -proof
supply of water, which augments local and imported water supplies.

SBWR currently provides recycled water to SJMWS customers in North San Jose, Alviso,
Evergreen, Edenvale, and Coyote Valley, as well as customers in the City of Milpitas, the City
of Santa Clara, and the San Jose Water Company. At the present time, the system has over
600 customers, with summer recycled water use in excess of 14 mgd. In 2010, recycled
water comprised 15 percent of SJMWS's total water sources. The City anticipates making
greater use of recycled water in the future with projected use more than doubling between
2010 and 2035. This growth in recycled water use is projected to be entirely for irrigation
purposes.

It is anticipated that there will be no significant new uses ( wildlife habitat, wetlands,
etc.) in the immediate future; however, there is the potential to use a significant amount of
recycled water for groundwater recharge and streamflow augmentation in the long term.
These uses are being evaluated by SCVWD.
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Emergency Preparedness

Woter Sunnly Hezords

The Operations & Maintenance Section of the Water Resources Division is on call 24 -7
and is prepared to respond to any leaks or breaks in a timely manner; and is able to be on
site within 30 minutes of dispatch.

Disasters such as earthquakes could threaten water delivery infrastructure. The
wholesalers that provide SJMWS with water supply are taking steps to ensure water supply
reliability. Both SFPUC and SCVWD have instituted significant infrastructure improvement
plans.

Fmernencv Woter Sunnly

Emergency backup water supply is provided by above - ground water storage tanks
within each service area:

North San Jose- Alviso -two three - million gallon tanks with the abilityto provide 24
hours of emergency water under a maximum daily demand scenario;

Evergreen - 13 storage tanks with a combined capacity of 25 million gallons with
the abilityto provide 30 hours of emergency water under a maximum daily demand
scenario, and based on current maximum daily well production of 20 mgd;

Edenvale - one three - million gallon tank with the ability to provide a minimum of
72 hours of emergencywater under a maximum daily demand scenario; and

Coyote Valley - one 3.6- million gallon tankwith the ability to provide a minimum of
80 hours of emergency water under a maximum daily demand scenario.

lnterties end Rock -un Sunnly

Regarding emergency transfer opportunities, the SJMWS is currently connected to the
City of Santa Clara and the San Jose Water Company through service connections located
adjacent to the SJMWS service area for use during emergency situations.
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WATER DEMAND

In, 2010, the City made use of 22,291 acre feet of water combined from all sources. A
large majority of the water used ( 82 percent) was from purchased surface water from
SFPUC and SCVWD. The City maximizes use of the available surface water supply. In 2010,
SJMWS made use of approximately 78 percent of the amount available from SCVWD and 46
percent of the total SFPUC amount allocated to the Cities of San Jose and Santa Clara. The
City reported that it is committed to purchasing the maximum amount of water available
and reducing its reliance on groundwater due to the uncertainties regarding the availability
and sustainability of the groundwater basin.

The City of San Jose's projected water supply and demand comparison to 2035 during a
normal year are set out in Figure 15 -5.

Figure 15 -5: City of San Jose Supply and Demand Comparison- Normal Year (AFY)

Source Z411 r I rI N"13111 r

SFPUC 5,039 5,039 5,039 5,039 5,039
SCVWD 16,185 16,592 17,019 17,500 17,500
Groundwater 5,767 7,988 10,251 12,809 15,888
Recycled 5,148 5,609 6,150 6,770 7,351
Water

Supply Total 32,139 35,228 38,459 42,118 45,778
Demand 32,139 35,227 38,459 42,119 45,779
Total

Difference 0 1 0 - 1 - 1

Source Adapted from City of San Jose Municipal Water System 2010 UWMP, June 2011, Table
5 -5: Supply and Demand Comparison - Normal Year (AFY), page 5 -14

Based on the projections shown, the City will be using its full allocated amount from
SFPUC in 2015 and the full available amount from SCVWD by 2030.

According to the recently completed SJMWS 2010 UWMP, the supply and demand totals
for a single dry -year and each of the multiple dry -year sequences through 2035 show no
difference between supply and demand. In the event of a decrease of local supplies, SJMWS
would respond by pursuing demand reduction programs in accordance with the severity of
the supply shortage. Any supply deficit would be compensated for by increased
conservation levels, restrictions in consumption, and increased use of groundwater.
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WATER INFRASTRUCTURE AND FACILITIES

The San Jose Municipal Water System is divided into four service areas: North San Jose -
Alviso (which is a stand -alone system), and Evergreen, Edenvale and Coyote Valley (which
are interconnected).

nee, Storage and Distribution Facilities

North San Jose- Alviso is served through two turnouts from the SFPUC Bay Division
Pipelines 3 and 4. These supply points are associated with a distribution system consisting
of 51.4 miles of water lines and two water storage reservoirs ( with a capacity of 3.0 MG
each). Each reservoir has an associated pump station. This area has one pressure zone.
The SFPUC supply is augmented by four wells with a pumping capacity of approximately
1,500 gallons per minute (GPM) each. Two wells can be utilized under normal conditions
to supply water and the other two are for emergency use. North San Jose - Alviso currently
has 2,349 service connections. For calendar year 2010, there were two main line breaks or
leaks, and three service connection breaks or leaks. SJMWS did not issue any boil water'
orders or report any water outages for the North San Jose - Alviso service area.

Evergreen is served through three turnouts from SCVWD's East Pipeline. These supply
points are associated with a distribution system consisting of 265 miles of water lines and
13 water storage reservoirs (with a combined capacity of 25.0 MG). Each reservoir has an
associated pump station. This area has five different pressure zones. There are four wells
with a pumping capacity of approximately 1,500 gallons per minute (GPM) each that can be
used for emergencies.

Edenvale is served within a single pressure zone by three wells with a combined
pumping capacity of approximately 3,400 gpm. The wells are connected to a 6.2 mile
distribution system and a single 3,0 MG storage tank

Coyote Valley is served within a single pressure zone by four wells with a combined
pumping capacity of approximately 5,500 gpm. The wells are connected to a 5.1 mile
distribution system and a single 3.0 MG storage tank

Evergreen, Edenvale and Coyote Valley currently have a total of 23,469 service
connections. For calendar year 2010, there were four main line breaks or leaks, and 52
service connection breaks or leaks. SJMWS did not issue any'boil water' orders or report
any water outages for the Evergreen- Edenvale- Coyote Valley service areas.

Water Treatment Facilities

The San Jose Municipal Water System does not have any water treatment facilities.
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Infrastructure Needs & Capital Improvement Program

The current capital improvement program identifies two capital improvement projects,
one for water main replacement and the other for a new main line extension. Refer to the
Financing Section for details.

The SCADA system was recently upgraded and the Division continues to replace water
meters with AMR meters. Ongoing work includes turnout improvements, solar power
installations, and reservoir seismicpiping.

Shared Facilities

The San Jose Municipal Water System does not share any facilities with any other
agencies or organizations.

WATER QUALITY

Source Water

For the SFPUC system, the major water source originates from spring snowmelt Flowing
down the Tuolumne River to the Hetch Hetchy Reservoir, where it is stored. This pristine
water source is located in the well - protected Sierra region and meets all Federal and State
criteria for watershed protection. DPH and the EPA have granted the Hetch Hetchy water
source a filtration exemption, based on the SFPUC's disinfection treatment practice,
extensive bacteriological - quality monitoring, and high operational standards. In other
words, the source is so clean and protected that the SFPUC is not required to filter water
from the Hetch Hetchy Reservoir. Water fromthe Hetch Hetchy is supplemented by run -off
collected in the Alameda. and Peninsula Watersheds. This water is treated at two water

treatment plants prio r to distribution.

Overall groundwater quality in Santa Clara County is very good and water quality
objectives are achieved in most wells. Public water supply wells throughout the County
deliver high quality water to consumers, almost always without need for treatment. The
most significant exceptions are nitrate and perchlorate, which have impacted groundwater
quality predominately in South County. In the future, new and more stringent drinking
water quality standards could also affect the amount of groundwater pumped from the
basin.

According to the California Department of Public Health (COPE) Drinking Water Source
Assessment, which evaluates the vulnerability of water sources to contamination, the
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SVCWD's surface source waters are susceptible to potential contamination from sea water
intrusion and organic matter in the Delta and from a variety of land use practices, such as
agricultural and urban runoff, recreation activities, livestock grazing, and residential and
industrial development. Local sources are also vulnerable to potential contamination from
commercial stables and historic mining practices.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report, the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by CDPH as prioritized
health concerns.

The San Jose Municipal Water System does not treat water derived from the System's
municipal wells. Treated water is received from the SFPUC Regional Water System and the
SCVWD water treatment plants. According to the EPA Safe Drinking Water Information
System, neither SFPUC or SCVWD had health or monitoring violations within the last 10
years with regard to its treatment systems. SJMWS's water wholesalers, SFPUC and
SCVWD, conduct their own testing of the water supplied. Of the parameters tested, none
were found to behigherthan CDPH allows.

According to the federal Environmental Protection Agency ( EPA) through its Safe
Drinking Water Information System (SDWIS), the North San Jose - Alviso system had two
violations during the 2000 -2010 period. One was a Health Based Violation in April 2008
for coliform, which was cleared by State Administrative Order without penalty. The other
was a minor monitoring and reporting violation in December 2005. The Evergreen -
Edenvale- Coyote Valley system had one Health Based Violation in October 2010 for
coliform, which was cleared by State Administrative Order without penalty.

The 2010 Water Quality Report indicates that the SJMWS's potable water supply from
all operating sources met all state and federal drinking water health standards. One well in
Coyote Valley exceeded several secondary drinking water standards and was taken out of
service. In order to insure that water quality standards are met, drinking water samples
are collected daily throughout the System and analyzed for a variety of regulated and
unregulated contaminants. Samples are tested by SJMWS's staff and an independent
certified laboratory using the latest testing procedures and equipment Oftheparameters
tested, samples taken in Edenvale by SJMWS staff in October 2010 were found robe higher
than the CDPH allows for coliform. This deficiency has been corrected by SJMWS.

The CDPH Annual Water System Sanitary Survey conducted in March and April of 2011
identified 18 minor deficiencies, primarily related to requested upgrades to metal screens
at tank and pump station facilities. These deficiencies have been remedied by SJMWS.
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SAN JOSE MUNICIPAL WATER SYSTEM
SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

The current 2010 population of City of San Jose is 945,942.

3 The current estimated population within the San Jose Municipal Water System
SJMWS) service area is 114,974.

3 The San Jose Municipal Water System serves 12.2 percent of the population of the
City of San Jose. The remainder of the City is served by the San Jose Water Company
and the Great Oaks Water Company.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 The SJMWS will meet its water needs by maximizing its use of allocated water from
SFPUC and SCVWD, and by increasing its use of groundwater.

SJMWS reported that it is committed to purchasing the maximum amount of water
available from SFPUC and SCVWD, and reducing its reliance on groundwater due to
the uncertainties regarding the availability and sustainability of the groundwater
basin. However, SJMWS also plans to increase its groundwater pumping from 668
acre -feet per year (AFY) in 2010 to 15,888 AFY by 2035.

3 SJMWS would respond to a decrease in water supplies by pursuing demand
reduction programs, by increasing conservation levels, and by increased use of
groundwater.

3 The SJMWS water supply and distribution system has adequate capacity to serve all
water customers within its service area, but would need to rely on increased
groundwater pumping to meet this need.

S The SJMWS is placing significant emphasis on utilizing recycled water for landscape
irrigation, almost doubling its recycled water use to 7,351 AFY by 2035, which will
be 16 percent of its total water supply.

3 The San Jose Municipal Water System has above ground water storage tanks for
emergency supply: two tanks in North San Jose- Alviso with 24 hours of emergency
supply; 13 tanks in Evergreen with 30 hours of emergency supply; one tank in
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Ede nvale with 72 hours of emergency supply, and one tank in Coyote Valley with 80
hours of emergency supply.

The SJMWS water storage and distribution system is considered to be in good
condition. Capital improvements are associated with main line extensions to
eliminate' dead end' lines.

b Water tank piping systems are being seismically retrofitted to further stabilize the
water supply system and ensure reliability.

b While the SJMWS demonstrated compliance with drinking water regulations and
timely thorough response to California Department of Public Health concerns, the
City could improve upon the health and monitoring violations that they received
over the last 10 years.

City management methods appear to generally meet accepted best management
practices. The City prepares a budget before the beginning of each fiscal year, has a
detailed Capital Improvement Program, conducts periodic financial audits,
maintains relatively current transparent financial records, regularly evaluates rates
and fees, tracks employee and department workload, and has established a process
to address complaints.

Financial Ability of Agency to Provide Services

As an Enterprise Fund, the San Jose Municipal Water System has sufficient financial
resources to provide an adequate level of service. The rate increase which went into
effect on July 1, 2011 will increase revenues so that revenues are greater than
expenditures.

The Rate Stabilization Reserve and the Reserve for Operations and Maintenance
meetthe statutory requirements under theCity'sWater Fund ordinance.

Water rate increases over the next several years will be required due to the SFPUC
Regional Water System seismic improvement project, increased SCVWD
groundwater pumping fees, and reduced retail water sales.

Status and Opportunities for Shared Facilities

The City practices facility sharing by receiving potable water through the SFPUC
distribution system and the SCVWD distribution system.

The City has emergency waterline interties with the City of Santa Clara and the San
Jose Water Company for use during emergency situations.
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South Bay Water Recycling ( SBWR) currently provides recycled water to SJMWS
customers in North San Jose, Alviso, Evergreen, Edenvale, and Coyote Valley, as well
as to customers in the City of Milpitas, the City of Santa Clara, and the San Jose Water
Company.

The City collaborates with the Bay Area Water Supply and Conservation Agency
BAWSCA), serves on SFPUC and SCVWD Subcommittees, participates in the
Watershed Watch' program of the Santa Clara Valley Urban Runoff Pollution
Prevention Program, and jointly participates on the Recycled Water Liaison
Committee with SCVWD.

Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

Accountability is best ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. The City demonstrated
accountability with respect to all of these factors.

The City does not have a water- related advisory commission or committee.

The Water Services Division website contains extensive information related to

water, including an explanation of water supply and distribution, customer service,
water quality, and water retail rates.

Operational efficiencies are being improved by equipping water meters with remote
meter reading transponders to allow for more efficient collection of water use data,
and by utilizing an ìnclining block tier' water rate structure which promotes more
efficient use of water.

No alternative government structure options have been identified for the San Jose
Municipal Water System.
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16. CITY OF SANTA CLARA

AGENCY OVERVIEW

The City of Santa Clara was incorporated on July 5, 1852, and became a charter city in
1862, and again in 1951. Santa Clara is a full service city providing a range of services
including: planning and inspection ( planning, building inspection and neighborhood
improvement); redevelopment; housing; police protection; fire protection; public works
engineering and building maintenance); streets ( sidewalks, storm drainage, street
sweeping, street trees, median landscaping, and graffiti removal) electric service; libraries;
and parks and recreation ( recreation, parks, recreation center, performing arts center,
senior center, teen center, and cemetery). City services (including wastewater, solid waste,
parks and recreation, storm water drainage, law enforcement, and library) were studied in
the August 2006 South Central Santa Clara County Service Review.

Water services to the City are provided through the Water and Sewer Utilities
Department which also includes sewer, recycled water, and solar water. Water services
were studied as part of the Countywide Water Service Review in June 2005.

and Extent of Services

Services Provided

The Water Utilities Division has been providing drinking water to residential,
commercial, industrial and institutional customers within the City since 1895. The Water
Utilities Division oversees water project planning; design; engineering and construction;
water quality; system maintenance and operation; backflow prevention; leak detection;
and a recycled water program. Santa Clara also has a water conservation program, and is
supported by the Santa Clara Valley Water District (SCVWD) water conservation program.

The Water Utilities Division also provides for the design, construction, distribution,
metering, quality monitoring, and system maintenance for recycled water.

The City of Santa Clara has three different sources of potable water, and one recycled
water source. Potable water is derived from 30 municipal wells; from imported water from
the State Water Project (SWP) and the federal Central Valley Project (CVP) through the
SCVWD; and from the San Francisco Public Utilities Commission ( SFPUC) Regional Water
System, Recycled ( non- potable) water for irrigation purposes is produced at the San Jose -
Santa Clara Water Pollution Control Plant ( WPCP) and distributed by South Bay Water
Recycling (SBWR).
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Service Area

The City's water service area includes all water service customers within the city limits,
consisting of approximately 18.4 square miles.

Services to Other Anenciec

The City of Santa Clara does not provide servicesto other agencies.

Con trnctc for Wa ter Services

The City contracts with SCVWD and SFPUC for treated potable water, and SBWR. for
distribution of recycled water. The San Jose -Santa Clara WPCP is jointly -owned with the
City of San Jose.

Collaboration

The City collaborates with the Bay Area Water Supply and Conservation Agency
BAWSCA), is involved with the Water System Distribution Roundtable, and participates in
the ' Watershed Watch' program of the Santa Clara Valley Urban Runoff Pollution
Prevention Program. The City is also represented on the Recycled Water Policy Advisory
Committee, the San Francisco Bay Area Regional Water System Financing Authority, and
the Santa Clara Valley Water Commission.

Boundaries

The Santa Clara water service boundary is the same as the city limits. The present
bounds encompass approximately 18.4 square miles. Santa Clara is located within the
Santa Clara Groundwater Sub - basin.

ACCOUNTABILITY AND GOVERNANCE

The City operates under a city council -city manager form of government with a seven -
member City Council elected at -large and a City Manager appointed by the City Council.

The Mayor is elected for a four -year term. Councilmembers are elected to numbered
seats for overlapping four -year terms. The City Charter limits the Mayor and
Councilmembers to serving no more than two consecutive terms. The Vice Mayor is
selected by the Council to serve a one -year term. Current member names, positions, and
term expiration dates are shown in Figure 163.
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Figure 16 -1: City of Santa Clara City Council

Water and Sewer Utilities Department Contact Information
Contact: Christopher de Groot, Director of Water and Sewer Utilities
Address: 1500 Warburton Avenue, Santa Clara, CA 95050

TeleQpone: 408 - 247 -0784

E -mail Website: cde ooticsantaclaraca.eov /htt / santaclara oi/

City Council
Member Name Position Term Expiration Manner of Selection Len2thofTerm
famieL.Matthews Mayor November 2014 Elected At -large 4years
Pat Kolstad Councilmember Seat No. 2 November 2014 Elected At -large 4years

Will Kennedy Councilmember Seat No. 3 November 2012 Elected At -large 4years
Kevin Moore Councilmember Seat No.4 November 2012 Elected At -large 4years

Patricia Mahan Vice Mayor Seat No. 5 November 2014 Elected At -large 4years
Lisa M.Gillmor Councilmember Seat No. 6 November 2012 Elected At -large 4years

Date: Tuesdays at 7:00 PM (Meets at least two times per month.)
Location: Council Chambers, City Hall, 1500 Warburton Avenue, Santa Clara

Agenda Distribution: Posted on the City website, and available at the City Clerk's Office and other locations.
Agendas can be faxed, mailed or e- mailed by request on the day they are posted.

Minutes Distribution: Available on the'City Council Meetings on Line' page of the City website, along with
agendas and reports. A Summary of Council Actions is available at the City'Clerk'sOffice
and online.

The City Council meets at least two Tuesdays per month at 7:00 PM in the City Council
Chambers. Agendas are posted on the City website, as well as at the City Clerk's Office at
City Hall, the Central and Mission Libraries, the Community Recreation Center, and the
Senior Center. Agendas can be faxed, mailed or e- mailed to homes or businesses on the day
they are posted. A summary of Council actions is available at the City Clerws Office and
online. Complete agenda packets are available for review at the City Clerk's Office and at
both libraries. Agendas, minutes and reports are available on the City website.

Council meetings are broadcast live on Municipal Cable Channel 15. Meetings are also
available for viewing on the City website. Agenda highlights and other municipal
announcements appear weekly on Channel 15.

The City does not have a water- related advisory commission or committee.

The Water and Sewer Utilities Department webpage offers basic information on the
Department's primary functions of water, sewer, recycled water, and solar water. More
detailed information is provided on the Water Utility page, as well as a Fact Sheet on the
Department's services. Links are readily accessible to the 2010 Urban Water Management
Plan, Annual Water Quality Reports, Rates and Charges, and the Water Conservation
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program. A detailed contact list of personnel is not provided, but inquiries can be
submitted to the generic e -mail comment form on the Àbout Us' page of the web site, or by
telephone to specific services listed on the Department website under Ẁho to Call:

If a customer is dissatisfied with the City's water services, that customer may write a
letter to the Director of Water and Sewer Utilities, call the Water Utility Division office, or e-
mail the City utilizing the electronic contact form. In calendar year 2010 there were a total
of 25 water - related complaints; 10 for odor /taste, four for color, one for turbidity, 10 for
pressure, and none for water outages. These complaints accounted for 0.10 percent of the
25,889 customers served.

The City of Santa Clara demonstrated full accountability and transparency in its
disclosure of information and cooperation with Santa Clara LAFCO. The Water Utilities
Division responded to the questionnaires and cooperated with all document requests.

MANAGEMENT AND STAFFING

Daily operations of the Water Utility Division are under the direction of the Director of
Water and Sewer Utilities, who reports directly to the City Manager. As an integrated
water - sewer - recycled water -solar water operation, the Water and Sewer Utilities
Department has a total of 60.0 full time equivalent ( FTE) positions organized into five
major functions: Water Engineering; Water Construction, Maintenance and Operations;
Sewer; Solar Construction and Maintenance; and Recycled Water Construction and
Maintenance. The Water Division has atotal of 43.7 FTE positions dedicated to the Water
Enterprise Fund, as detailed in Figure 16 -2. The Recycled Water Fund has 2.1 FTE
positions.

16 -2: Water Division Staff Allocation

Director of Water & Sewer Utilities 0.60 Water & Sewer Maintenance Worker I /II 11.70

Assistant Director of Water & 0.65 Senior Water Utility Engineer 0.90

Sewer Utilities

Principal Engineer - Water 0.90 Water Utility Engineer 1.80

Water & Sewer Superintendent 0.75 Assistant Water Superintendent 1.80

Assistant Water & Sewer 0.60 Utility Crew Supervisor 2.00

Superintendent
Compliance Manager 0.60 Utility Crew Supervisor - Water 3.00

Water Treatment Technician 1.00 Maintenance System Specialist 0.50

Pump Maintenance Tech- Solar 1.00 Senior Engineering Aide 2.00

Pump Maintenance Tech- Water 1.00 Time & Material Clerk 1.00

Equipment Operator 4.00 Code Enforcement Technician 0.15

Facilities Technician 1.00 Office Specialist II 1.00

Water Service Technician I /II 5.75 Total 43.7
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Performance evaluations of all employees are conducted annually. The probation
period for new employees is twelve months, with evaluations at six and twelve months.
The agency tracks the employees' workload through work logs, service requests, and
performance measures that are included in the annual budget. The Department will be
adding ÌNfOR 10 Public Sector Enterprise' software to track workload, billings, permitting,
and department activities on a single platform.

In FY 10 -11, the Water and Sewer Utilities Department was reorganized to efficiently
handle new regulatory requirements without additional staffing, and with some minimal
budget savings. The Department initiated a pilot project to read the City's 687 utility
meters every other month, thereby saving two to two and a half staff days per month. A
Maintenance System Specialist' position was added to coordinate with other City
Departments on street and utility- related construction.
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The City adopted the 2010 Urban Water Management Plan on May 24, 2011. The City
updated its Emergency Operations Plan in May of 2006, and Water Master Plan in 2002. A
Groundwater Rule Site Sampling Plan is currently being prepared. Capital improvements
are considered over a five -year planning period as part of the budget process.

POPULATION AND PROJECTED GROWTH

The 2010 United States Census population for the City of Santa Clara is 116,468, making
it the third largest city in Santa Clara Countybehind San Jose and Sunnyvale. The average
household size is 2.63 per the United States Census.

ABAG projects that the population of Santa. Clara will increase to 157,200 by 2035, a.
35.0 percent increase over the twenty -five year period

The City General Plan 2010 -2035 was updated in November 2010. It contains three
general water - related goals and 12 general water- related policies.

FINANCING

Financial Adequac

The Water Utility Fund (Water Fund) is an enterprise fund in which charges for services
generate the necessary funds to provide the services. No General Fund monies are utilized
bythe Fund. The FY 10 -11 budget included a number of changes from previous years, with
salary reductions negotiated with employee bargaining groups offset by higher benefit
costs and rate increases for wholesale water supplies.

Revenue Sources

In FY 08 -09, the Water Fund generated $23.7 million, in FY 09 -10 the Fund generated
24.2 million, and in FY 10 -11 the Fund was projected to generate $26.6 million.
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In FY 10 -11, the Water Fund generated in excess of $26.5 million in direct operating
revenue from the following sources:

Interest Income 300,000 1.1 %

Rents and Leases 83,200 0.3 %a

Customer Service Charges 25,642,505 96.5 %

Solar Installation & Service Charge 146,000 0.6 %

Miscellaneous Charges 390,000 1.5 %

Total 26,561,705 100%

As indicated above, significant revenues are derived from water sales. These revenues
are expected to increase each year as the City passes on the increased costs for wholesale
water.

Rates

For FY 11 -12, water rates have been raised by 9 percent for potable water and 6.5
percent for recycled water. These increases are due to the increase in wholesale costs for
water from both of the City's wholesale water suppliers ( SFPUC and SCVWD), plus the
impact of reduced water sales and the escalating cost of infrastructure replacement The
rate increase (which went into effect on July 1, 2011) translates to an average increase of
3.00 per month fora single- family residence using 12 CCF (hundred cubic feet) per month,
where each CCF is equal to 748 gallons.

Expenditures

For FY 11 -12, the Water Fund expenditure is expected to total over $25,8 million, which
is 5.2 percent of the City total expenditure (all funds) of $495.6 million.

In FY 08 -09, the Water Fund spent a total of $21.9 million, in FY 09 -10 the Fund spent
21.6 million, and in FY 10 -11 the Fund was projected to spend $22.0 million. Increased
expenditures for FY 10 -11 and 11 -12 are attributed to increased costs for wholesale water.
Revenues and Expenditures of the Fund for the pastthree fiscal years are shown in Figure
16 -3.

CITY OF SANTA CLARA 375



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

Figure 16 -3: Expenditures and Revenues (FYs 08-09,09-10 and 10 -11)
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Primary expenses in FY 10 -11 were

Salaries and Benefits 4,357,329 19.8%

Other Operating Expenditures 1,945,200 8.9%

Interfund Services 2,503,715 11.4%

Solar System Maintenance 202,340 0.90 /0

Resource and Production Costs 12,964,000 59.0%

Total 21,972,584 1000 /0
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conitnl Outlovs

The current budget includes 10 capital improvement projects scheduled over the five -
year planning period, seven of which are funded for FY 11 -12 as follows:

Building and Grounds Maintenance 80,000

Distribution System Replace meat /Restoration 1,681,000

Seismic Retrofit for Storage Tanks 200,000

Service and Development Improvements 260,000

b Solar Pool Heating 50,000

Water Utility Asset Management System 1$0,000

Wells and Pumps 468,000

Total $ 2,889,000

Particular focus is being placed on water line replacement and well and pump
rehabilitation and maintenance.

Lonn -term Debt

The Water Fund does nothave anylong -term debt.

Reserves

The City of Santa Clara maintains two city -wide reserve funds: the Working Capital
Emergency) Reserve; and the General Contingency Reserve for Capital Projects. Over the
past nine years the City has utilized the Working Capital Reserve to meet its financial
needs. Using the reserve helped sustain service levels, but depleted an important source of
funding. The Working Capital Reserve stood at $2.5 million in FY 09 -10, down from the
high of $30.1 million in FY 01 -02. The Capital Project Reserve has also been heavily
utilized, going from $69.1 million in FY 00 -01 to $2.5 million in FY 09 -10.

The City does not maintain specific reserve funds for water operations or rate
stabilization. Any surplus funds from the previous fiscal year are transferred to the
General Contingency Reserve Fund, which are then allocated to the Working Capital
Reserve and the General Contingency Reserve, and become available for emergencies and
future capital project needs. At its current level of $2.5 million, the Working Capital
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Reserve is $31.8 million underfunded and would only sustain emergency water operations
for 1.4 months if all of the Fund reserves were allocated to the Water Utility Fund.

WATER SUPPLY

The sources of water supply for the City of Santa Clara are groundwater; imported
treated water from the San Francisco Public Utilities Commission ( SFPUC) Hetch- Hetchy
system; imported treated water from the Santa Clara Valley Water District ( SCVWD); and
recycled water from South Bay Water Recycling ( SBWR). The local groundwater basin
currently provides about two- thirds of the City's potable water supply. It has been the
primary source of water for domestic, industrial, and agricultural use in the City since the
area was first settled. Figure 16 -4 shows the City's current and projected water supplies
through 2035.

Figure 16 -4: City of Santa Clara Water Supplies- Current and Projected (AFY)

SCVWD 4,372 4,570 4,570 4,570 4,570 4,570
SFPUC 2,454 5,040 5,040 5,040 5,040 5,040
Supplier ProducedGW 13,980 23,048 23,048 23,048 23,048 23,048

Supplier Produced 0 0 0 0 0 0

Surface Water

Transfers or 0 0 0 0 0 0

Exchanges
Recycled Water 2,409 4,000 4,300 4,500 4,500 4,500
Desalinated Water 0 0 0 0 0 0

Conservation 0 694 795 874 930 930

Total 23,214 37,352 37,753 38,032 38,088 38,088
Source City of Santa Clara 2010 UWMP, May 2011,Table 19A - Water Supplies - Current and
Projected, page 24.

SFPUC Water

The City of Santa Clara purchases treated water from the SFPUC system. As of 2010,
SFPUC water made up approximately 11 percent of the City's source water supply. The
business relationship between SFPUC and its wholesale customers is largely defined by the
2009 Master Agreement between SFPUC and 27 wholesale customers in Alameda, San
Mateo and Santa Clara Counties. The agreement addresses the rate - making methodology
used by SFPUC in setting wholesale water rates for its wholesale customers, in addition to
addressing water supply and water shortages for the regional water system. The
agreement has a 25 -year term. The City of Santa Clara also has an individual agreement
with SFPUC, Which provides that the City will remain a temporary and interruptible
customer with assurance of supply only until December 2018. The terms of the agreement
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state that the maximum amount SFPUC will deliver collectively to the City of Santa Clara
and the City of San Jose is 9.0 million gallons per day (mgd) or 10,082 acre feet per year
AFY). The City's contract entitlement is for an expected average annual delivery of up to
5,040 acre feet per year (50 percent of the combined entitlement of the two cities). The
current contract with SFPUC indicates that if certain conditions are met, Santa Clara may be
required to reduce or eliminate its take from SFPUC. If the City was required to eliminate
the usage of water from SFPUC, the City would consider increasing groundwater utilization,
increasing imported surface water supply ( SCVWD), or a combination of the two water
sources. As shown in Table 16 -1, Santa Clara projects purchasing its full allocated amount
from SFPUC in any given year between 2015 and 2035.

By December 2018, SFPUC will make further decisions on future water supply beyond
2018, after completing necessary cost analyses and California Environmental Quality Act
CEQA) evaluation /documentation. The supply is interruptible before December 2018 if
the SFPUC determines that aggregate use by all wholesale customers will exceed 184 mgd
m2018. The supply cannot be interrupted until five years after the City has received notice
of SFPUC's intention to reduce or interrupt deliveries.

The SFPUC water supply is subject to reductions during drought conditions. As part of
the water supply agreement, a water shortage allocation plan between SFPUC and its
wholesale customers was adopted in 2009, and addresses shortages of up to 20 percent of
system -wide use. The Tier 1 Shortage Plan allocates water from the regional water system
between San Francisco Retail and the wholesale customers during system -wide shortages
of 20 percent or less. The water supply agreement also includes a Tier 2 Shortage Plan,
which allocates the available water among the SFPUC wholesale customers. A new Tier 2
plan was approved by the BAWSCA agencies in 2011, which provides the framework for
allocating the wholesale Tier 1 water allocation between the different BAWSCA agencies.
The new Tier 2 water shortage plan is in effect until 2018. For details, refer to the D̀rought
Allocations' section of Chapter 23, San Francisco Public Utility Commission.

SCVWD Water

Water from SCVWD makes up approximately 19 percent of the City's total water supply,
SCVWD supplies the City of Santa Clara with treated surface water through an entitlement
of imparted Central Valley Project (CVP) water and the State Water Project (SWP), as well
as surface water from local reservoirs. The current contractual agreement between the
City and SCVWD sunsets in 2051, and allocations are established every year by the City
submitting a three year delivery schedule that the District approves. The contract
currently allocates 4,570 AFY to the City of Santa Clara. The City anticipates reaching its
maximum allocation of 4,570 acre feet of SCVWD water in 2015, with no additional

allocation through 2035.

In the future additional imported supply will likely be required from the imported
treated water purchased from the SCVWD. The City is investigating an additional turnout
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from the SCVWD's wholesale supply of treated imported water. This would contribute
approximately 4,800 acre feet of additional water to the City's portfolio. This additional
turnout would also increase the flexibility of the water supply system, allowing the City the
ability to increase treated surface water imports and decrease groundwater usage, if
necessary.

Groundwater

Historically, the predominant source of water used to meet water demand in the City of
Santa Clara has been groundwater. In 2010, groundwater represented approximately 60

percent of total water sales. Various areas within the City receive water from one or more
sources depending on location. The zones of influence from the various water sources are
dynamic and will change depending on changes in supply and the overall demands on the
system.

As noted above, the local groundwater basin currently provides about two- thirds of the
City's potable water supply through 27 production wells. The underlying Santa Clara
Valley groundwater basin is not adjudicated and the most recent information from DWR
indicates that neither the Santa Clara Valley Basin nor the Santa Clara Sub Basin are in
over -draft

The allowable withdrawal or safe yield of groundwater by the City of Santa Clara is
dependent upon a number of factors including: withdrawals by other water agencies,
quantity of water recharged and the carry over storage from the previous year. The City's
wells are strategically distributed around the City. This distribution of wells adds to the
reliability of the water system and minimizes the possibility of localized subsidence, due to
localized over - drafting. To eliminate the possibility of long -term overdraft conditions, at all
of the City's active production wells, the City monitors groundwater levels and meters the
groundwater pumping.

The City plans to use groundwater to cover any shortfall in purchased surface water
sources. The City anticipates using significantly ( 65 percent) more groundwater over the
next five years. Projections show that the City anticipates groundwater use to plateau in
2015 at 23,048 acre feetper year, with no additional use anticipated through 2035.

Recycled Water

In 1998, the South Bay Water Recycling (SBWR) facility and pipeline was constructedto
provide recycled water from the San Jose -Santa Clara Water Pollution Control Plan to
wholesale water providers for irrigation, landscape and industrial uses. SBWR is a joint
powers authority that consists of the Cities of San Jose, Milpitas and Santa Clara, West
Valley Sanitation District and Cupertino Sanitation District. SBWR was developed to
protect the salt marsh habitat by reducing effluent flows from the plant into the wetlands of
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the South Bay. A further benefit of this program was the development of a drought -proof
supply of water, which augments local and imported water supplies.

SBWR currently provides recycled water to Santa Clara customers, as well as customers
in the City of Milpitas, the City of San Jose, and the San Jose Water Company. At the present
time, the system has over 600 customers, with summer recycled water use in excess of 14
MGD.

Over the last 15 years, the amount of recycled water used within the City has risen.
dramatically. In 2010, recycled water comprised 10 percent of Santa Clara's total water
sources. The City anticipates making greater use of recycled water in the future with
projected use increasing by 87 percent between 2010 and 2035.

Emergency Preparedness

Water Sunnly Hnznrdr

The City of Santa Clara is dependent on three sources of potable water and one of
recycled water; all of these supplies have some possibility of interruption and differing .
degrees of reliability. A major seismic event for example, could interrupt the delivery of
water from the San Francisco Hetch- Hetchy system for up to 2 months. SCVWD's potable .
and raw water delivery systems could also be interrupted for up to two weeks. Current
proposals include major capital improvements to both regional water systems for
increased reliability. The long -term reliability of SCVWD's imported supplies ( State and
Federal water projects) is also threatened by possible failure of the Sacramento delta's
levee systems, with interruptions possible for several months, or by depleted yield
availability through ongoing litigation regarding CVP /SWP exports. Regional power
supplies could also be interrupted; however, the City has sufficient back -up power
generation capacity to provide the expected potable water demand from City -owned wells
and water storage tanks. This groundwater source can sustain the entire City's water
demand for a limited period of time: that is for months, but not years.

The Water Division is on call 24/7 and is prepared to respond to any leaks or breaks in
a timely manner, and is able to be on site within 30- minutes of dispatch.

The City completed a seismic capital improvement program that increased the

reliability of the City's water system in the event of an earthquake. All existing pipe
connections to the City's water storage systems were retrofitted to allow for greater
flexibility for movement One elevated storage tank still needs to be removed from the
system and replaced or an alternative needs to be implemented.
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Emergency Water Supply

An emergency backup water supply is provided by above - ground water storage tanks,
with an effective capacity of 27.3 million gallons. This storage capacity can provide
approximately 24 hours of emergency water under a maximum daily demand scenario. In
addition to the tank storage, the City has emergency generators or stationary engines on
eight wells to provide back -up water supply in the event of a power failure.

lnterties and Back -up Supply

Regarding transfer opportunities, the City is currently connected to the cities of San
Jose, Cupertino, and Sunnyvale through service connections located within Santa Clara for
use during emergency situations.

WATER DEMAND

The City of Santa Clara projected water demands to 2035 are set out in Figure 16 -5. As
shown in the table, without the SFPUC supply beyond 2018, the City anticipates a supply
shortfall by 2020 with the cumulative shortfall reaching as much as 4,385 acre feet by
2035. However, if the total projected water supply includes SFPUC imported water beyond
2018, Santa Clara projects that it will be able to meet its anticipated demands to 2035.

Figure 16 -5: City of Santa Clara Supply and Demand Comparison- Normal Year without
SFPUC Sunnly Bevond 2018 fAFYI

Total Supply 37,352 32,713 32,992 33,048 33,048
Total Demand 31,259 33,053 34,605 36,071 37,433
Difference 6,093 340) 1,613) 3,023) 4,385)
Difference as % of 16.3 1.0 4.9 9.1 13.3

Supply
Difference as % of 19.5 1.0 4.7 8.4 11.7

Demand

Source Adapted from City of Santa Clara 2010 UWMP, May 2011, Table 43B - Supply and Demand
Comparison- Normal Water Year, page 83.

The sources of water supply for the City are susceptible to seasonal or climatic
shortages due to droughts. Under a variety of single dry -year and multiple dry -year
sequences, the ability to meet anticipated demands through 2035 changes significantly.
Figure 16 -6 reflects these limitations during a single dry year scenario. Based on the
information provided by the City's water wholesalers regarding the availability of water
supply during normal, single dry year, and multiple dry year scenarios, the City has
projected shortages after 2020. The City has planned for several future water supply
projects that are expected to provide between 5,000 and 6,000 acre -feet per year of
additional supply. This additional supply will help to cover most expected water shortages

CITY OF SANTA CLARA 382



LAFCO OF SANTA CLARA. COUNTY
2011 COUNTYWIDE WATER SERVICE REVIEW

except after 2030 in the third year of a multi -year drought if the City loses the current
SFPUC contracted Hetch - Hetchy water.

Figure 16 -6: City of Santa Clara- Supply and Demand Comparison - Single Dry Year without
SFPUC Supply Beyond 2018 (AFY)

Total Supply 34,313 32,713 32,992 29,392 29,392
Total Demand 31,259 33,053 34,605 36,071 37,433
Difference 3,054 340) 1,613) 6,679) 8,041)
Difference as °/u of 8.9 1.0 4.9 22.7 27.4

Supply
Difference as % of 9.8 1.0 4.7 18.5 21.5
Demand

Source: Adapted from City of Santa Clara 2010 UWMP, Table 43B - Supply and Demand Comparison -
Normal Water Year, page 83.

WATER INFRASTRUCTURE AND FACILITIES

The Santa Clara water system is a comprehensive water storage and delivery system.
The City is divided into three pressure zones. Zone 1 comprises the northerly three - fourths
of the City and is supplied by two SFPUC turnouts and has 22 of the City's municipal wells.
Zone 2 comprises the southerly one -fourth of the City except for a small area in the
southwest corner of the City which is Zone 3. Zone 2 contains 10 municipal wells, while
Zone 3 is supplied by one SCVWD turnout

Water Treatment Facilities

Santa Clara does not have any water treatment facilities.

Water Storage Facilities

The City has six active storage tanks ( Downtown, Northside No. 1, Northside No. 2,
Serra No. 1, Serra No. 2, Serra No. 3, and Walsh) with a combined storage capacity of 27.3
MG. The Walsh Tank (0.5 MG) is scheduledto be replaced.

nee and Distribution Facilities

The water distribution system is composed of approximately 334 miles of distribution
lines. The distribution system also consists of 3 booster pump plants, each with 3 pumps,
one of which is on standby for emergency purposes. The system also features 20 pressure
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reducing valves, 3,300 fire hydrants, 3,410 backflow prevention devices, and 26,985 water
service connections. The system also includes an automated Supervisory Control and Data
Acquisition ( SCADA) System that control distribution of water throughout the system.

The City reported that in calendar year 2010 there were 35 main line breaks or leaks,
and 32 service connection breaks or leaks. The City did not issue any'boil water' orders or
report anywater outages.

Infrastructure Needs & Capital Improvement Program

The current capital improvement program identifies 10 capital improvement projects
scheduled over the five -year planning period. Particular focus is being placed on
replacement of water lines and rehabilitation of hydrants and pumps. Refer to the
Financing Section for details.

Shared Facilities

The City does not share any facilities with any other agencies or organizations.

WATER QUALITY

Source Water

For the SFPUC system, the major water source originates from spring snowmelt Flowing
down the Tuolumne River to the Hetch Hetchy Reservoir, where it is stored. This pristine
water source is located in the well - protected Sierra region and meets all Federal and State
criteria for watershed protection. DPH and the EPA have granted the Hetch Hetchy water
source a filtration exemption, based on the SFPUC's disinfection treatment practice,
extensive bacteriological - quality monitoring, and high operational standards. In other
words, the source is so clean and protected that the SFPUC is not required to filter water
from the Hetch Hetchy Reservoir. Water fromthe Hetch Hetchy is supplemented by run -off
collected in the Alameda and Peninsula Watersheds. This water is treated at two water

treatmentplants priorto distribution.

Overall groundwater quality in Santa Clara County is very good and water quality
objectives are achieved in most wells. Public water supply wells throughout the County
deliver high quality water to consumers, almost always without need for treatment. The
most significant exceptions are nitrate and perchlorate, which have impacted groundwater
quality predominately in South County. In the future, new and more stringent drinking
water quality standards could also affect the amount of groundwater pumped from the
basin.
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According to the California Department of Public Health (COPE) Drinking Water Source
Assessment, which evaluates the vulnerability of water sources to contamination, the
SVCWD's surface source waters are susceptible to potential contamination from sea water
intrusion and organic matter in the Delta and from a variety of land use practices, such as
agricultural and urban runoff, recreation activities, livestock grazing, and residential and
industrial development. Local sources are also vulnerable to potential contamination from
commercial stables and historic mining practices.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by DPH as prioritized
health concerns.

The City of Santa Clara does not treat water derived from the City's municipal wells.
Treated water is received from the SFPUC Hetch Hetchy system and the SCVWD water
treatment plants. According to the EPA Safe Drinking Water Information System, neither
SFPUC nor SCVWD had health or monitoring violations within the last 10 years with regard
to its treatment systems. The City's water wholesalers, SFPUC and SCVWD, conduct their
own testing; Of the parameters tested, none were found to be higher than the California
Department of Public Health (CDPH) allows.

According to the federal Environmental Protection Agency ( EPA) through its Safe
Drinking Water Information System (SDWIS), the City of Santa Clara did not have any
health based violations or monitoring and reporting violations during the 2000 -2010
period.

The City's 2010 Water Quality Report indicates that the City's potable water supply
from all sources met all state and federal drinking water health standards. In order to
insure that water quality standards are met, drinking water samples are collected daily
throughout the City and analyzed for a variety of regulated and unregulated contaminants.
Samples are tested by the City's certified laboratory and an independent laboratory using
the latest testing procedures and equipment

According to CDPH's Drinking Water Source Assessment, which evaluates the
vulnerability of water sources to contamination, Well No. 24 is susceptible to a known
contaminant plume. Monitoring of this well shows persistent contamination at a trace level
which is attributed to the Siemens- Intersil CERCLA ( Superfund) site. Well No. 24 is
monitored for contaminants on a quarterly basis and will continue to be monitored
indefinitely.
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The CDPH Annual Water System Sanitary Survey conducted in December of 2010
indicated that permitting for Well No. 32 and its associated iron and manganese filter
treatment system is still pending. The City is pursuing this permit in order to utilize Well
No. 32 for emergency conditions. The survey also identified minor deficiencies related to
tank Vent screens and corrosion and peeling paint on the interior of Serra Tanks No. 1 and
No. 3. These deficiencies have been remedied by the City.
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CITY OF SANTA CLARA

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

The current 2010 population of Santa Clara is 116,468.

ABAG estimates that Santa Clara will grow by 35 percent over the next 25 years to
an estimated population of 157,200.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 Based on information provided by the City's water wholesalers regarding the
availability of water supply during normal, single dry year, and multiple dry year
scenarios, the City has conservatively projected shortages after 2020 as the City is
considered a temporary and interruptible customer ofSFPUC with assurance of
supply only through 2018.

3 The City has planned for several future water supply projects that are expected to
provide between 5,000 and 6,000 acre -feet per year of additional supply. This
additional supply will help to cover most expected water shortages.

3 The Santa Clara water supply and distribution system currently has sufficient
capacityto serve all water customers within its service area.

3 Continued emphasis on water conservation, use of recycled water, and higher water
rates are expected to curtail the City's demand for water.

S The City is placing increased emphasis on utilizing recycled water for landscape
irrigation. Recycled water currently makes up 10 percent of the City's total water
sources. The City anticipates making greater use of recycled water in the future
with projected use increasing by 87 percent between 2010 and 2035.

S An emergency backup water supply is provided by above - ground water storage
tanks, with an effective capacity of 27.3 million gallons. This storage capacity can
provide approximately 24 hours of emergency water under a maximum daily
demand scenario.
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The Water Utilities Division has an ongoing program for replacement and
rehabilitation of its water distribution system and to seismically retrofit water
storage tanks.

The City provides high quality water based on district compliance with drinking
water regulations, a lack of health and monitoring violations since 2000, and timely
thorough district response to California Department of Public Health infrastructure
and operational concerns.

b Well No. 24 is susceptible to a known contaminant plume. Monitoring of this well
shows persistent contamination at a trace level which is attributed to the Siemens -
Intersil CERCLA (Superfund) site. Well No. 24 is monitored for contaminants on a
quarterly basis.

City management methods appear to generally meet accepted best management
practices. The City prepares a budget before the beginning of each fiscal year, has a
detailed Capital Improvement Program, conducts periodic financial audits, .
maintains relatively current transparent financial records, regularly evaluates rates
and fees, tracks employee and department workload, and has established a process
to address complaints.

Financial Abilitv of A2encv to Provide Services

b As an Enterprise Fund, the Santa Clara water system has sufficient financial
resources to provide an adequate level of service. Rate increases that went into
effect on July 1, 2011 will generate sufficient revenues to allow revenues to continue
to exceed expenditures.

Water rate increases will be required over the next several years to finance SFPUC
Hetch Hetchy water system seismic improvements, increased pumping fees from
SDVWD, and reduced retail water sales.

The City has an ongoing multi -year capital improvement program that includes
repair, replacement and rehabilitation projects that are designed to improve the
overall water storage and distribution system.

Status and Onnortunities for Shared Facilities

The City practices facility sharing by receiving potable water through the SFPUC
distribution system and the SCVWD distribution system. The City shares emergency
water line interties with San Jose, Cupertino and Sunnyvale. The City utilizes
recycled water distributed by South Bay Water Recycling.
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The City collaborates with the Bay Area Water Supply and Conservation Agency
BAWSCA), is involved with the Water System Distribution Roundtable, and
participates in the 'Watershed Watch' program of the Santa Clara Valley Urban
Runoff Pollution Prevention Program.

The City has not identified further opportunities for facility sharing.

Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

Accountability is best ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. The City demonstrated
accountability with respect to all of these factors.

The City does not have a water - related advisory commission or committee.

The Utilities Department webpage provides sufficient information about the water
system.

Operational efficiencies are being improved through a pilot project to read the City's
687 utility meters every other month, thereby saving two to two and a half staff
days per month. A ` Maintenance System Specialist' position was added to
coordinate with other City Departments on street and utility - related construction.

tt No government structure options have been identified for Santa Clara.
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17. CITY OF SUNNYVALE

AGENCY OVERVIEW

The City of Sunnyvale was incorporated on December 24, 1912, and became a charter
city on May 18, 1949. Sunnyvale is a full service city providing a range of services
including: community development ( planning, building inspection and housing);
redevelopment; public safety (police, fire and emergency medical services); public works
transportation planning, engineering, and streets,); and community services ( recreation,
parks, community theater and library). City services (including wastewater, solid waste,
parks and recreation, storm water drainage, law enforcement, and library) were studied in
the October 2007 Northwest Santa Clara County Service Review.

The City Manager recently reorganized city services by merging the Library and
Community Services Departments; and by establishing an Environmental Services
Department responsible for solid waste, water and wastewater operations, and recycling.
These functions were formerly part of the Public Works Department. Water services were
studied as part of the Countywide Water Service Review in June 2005.

and Extent of Services

Services Provided

The Water Division of the newly formed Environmental Services Department provides
drinking water to residential, commercial, industrial, and institutional customers within.
the City. The Water Division oversees water quality, water conservation, system
maintenance, backflow prevention, leak detection, and a recycled water program.
Sunnyvale has also initiated a sustainability program which includes landscape education,
has its own water conservation program, and is supported by the Santa Clara Valley Water
District (SCVWD) water conservation program.

The City's water service area includes all water service customers within the City
Limits. There are also a number of 'service area pockets within Sunnyvale that receive
potable water from the California Water Service Company ( Cal Water), a private water
company.

The City of Sunnyvale has three different sources of potable water, and one recycled
water source. Potable water is derived from eight municipal wells; from imported water
from the State Water Project (SWP) and the federal Central Valley Project (CVP) through
the SCVWD; and from the San Francisco Public Utilities Commission ( SFPUC) Regional
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Water System. Recycled (non - potable) water for irrigation purposes is produced at the
Sunnyvale Water Pollution Control Plant (WPCP).

Service Area

The City serves the entirety of the area within its bounds with the exception of the Cal
Water service area pockets.

Servirec Co Other Anencies

Sunnyvale provides recycled water to Moffett Field, and has future plans to have
recycled water interconnections with the City of Santa Clara and the City of Mountain View.

Contracts for Wa ter Services

The City contracts with SCVWD and SFPUC for treated potable water.

Collaboration

The City collaborates with the Bay Area Water Supply and Conservation Agency
BAWSCA), serves on several SCVWD Subcommittees, and participates in the 'Watershed
Watch' program of the Santa Clara Valley U Than Runoff Pollution Prevention Program.

Boundaries

The Sunnyvale water service boundary is the same as the City Limits. The present
bounds encompass approximately 22.7 square miles. Sunnyvale is located within the Santa
Clara Groundwater Subbasin.

ACCOUNTABILITY AND GOVERNANCE

The City operates under a city council -city manager form of government with a seven -
member City Council elected at -large and a City Manager appointed bythe City Council.

Councilmemhers are elected to numbered seats for four -year terms. The City Charter
limits Councilmembers to serving no more than two consecutive terms. The Mayor and
Vice Mayor are selected by the Council to serve one -year terms. Current member names,
positions, and term expiration dates are shown in Figure 17 -1.
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1contact: iohn Stufflebean, Environmental Services Department Director

lAddress: 221 Commercial Street (P.O. Box 3707), Sunnyvale, CA 94088

Telephone: 408 - 730 -7565

1 E-mail /Website: rmrrarthv(a)ri cunnwale ra uc /htn- / /cnnnwala ra nnv

City Council
Member Name Position Term Expiration Manner of Selection LenQthofTerm

lAnthonVSpitaleri Councilmember Seat No. 1 December 2013 Elected At -large 4vears

lChristopher R. Movlan Councilmember Seat No. 2 December 2013 Elected At -large 4 years

IiimCriffith Vice Mayor Seat No. 3 December 2013 Elected At -large 4vears

David Whittum Councilmember Seat No. 4 December 2011 Elected At -large 4 years

10tto Lee Councilmember Seat No. 5 December 2011 Elected At -large 4 years

Natant Councilmember Seat No. 6 December 2011 Elected At -large 4vears

IMelinda Hamilton Mayor Seat .No. 7 December 2011 Elected At -large 4vears

I Meetings
Date: Tuesdays at 7:00 PM (Meets two to four times per month)
Location: Council Chambers, 456 W. Olive Avenue, Sunnyvale

Distribution: Posted on the City website, on the City hall bulletin board, and at the Senior Center, the

Agenda Community Center, and the Public Safety lobby. Also available at the City Clerk's Office
and the Library.

IMinutes Distribution: Available on the'Council Meeting' page of the City website, along with agendas and reports.

The City Council meets at least two Tuesdays per month in the City Council Chambers.
Agendas are posted on the City website, as well as the City bulletin board and other
locations. Agendas, minutes and reports are available on the website.

Council meeting are televised live on KSUN -15, the City's government access cable
television channel. Meetings are re- broadcast Wednesday evenings and Saturday
afternoon. Meetings are also available online at web cast.in sunnyvale. com, or on the City
website.

The City does not have a water- related advisory commission or committee.

Water - related information is currently available from the Public Works Department
web page. There is extensive information related to water, including an explanation of
water supply and distribution. Links are readily accessible to the 2010 Urban Water
Management Plan, Annual Water Quality Reports, the Sustainability program, and the
Water Conservation program. A detailed contact list of personnel is not provided, but
inquiries /complaints /questions can be submitted to the generic City `Contact Us' page of
the web site.
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If a customer is dissatisfied with the City's water services, that customer may write a
letter to the Environmental Services Department Director, call the Water Division office, or
e -mail the City utilizing the electronic contact form. In calendar year 2010 there were a
total of 60 water - related complaints; four for odor /taste, 16 for color, eight for turbidity,
nine for pressure, and 23 for water outages. These complaints accounted for 0.20 percent
of the 29,257 customers served.

The City of Sunnyvale demonstrated full accountability and transparency in its
disclosure of information and cooperation with Santa Clara LAFCO. The Water Division
responded to the questionnaires and cooperated with all document requests.

MANAGEMENT AND STAFFING

Daily operations of the Water Division are under the direction of the newly appointed
Environmental Services Department Director, who reports directly to the City Manager. A
total of 23.7 full time equivalent ( FTE) positions are dedicated to the Water Enterprise
Fund, as detailed in Figure 17 -2.

7 -2: Water Service Staff Allocation

Environmental Services Department
Director

Water /Sewer /Storm System Manager

Water Operations Manager
Water System Operators
Senior Water Distribution Crew Leaders

0.3 Water Distribution Crew 4.0

Leaders

0.4 Senior Water Distribution 5.0

Workers

1.0 Water Distribution Workers 7.0

2.0 Office Assistants 2.0

2.0 Total 23.7

Performance evaluations of all employees are conducted annually. The probation
period for new employees is six months, with evaluations at three and six months. The
agency tracks the employees' workload through work logs, service requests, and periodic
reports.

Operational efficiencies are being improved by replacing water meters with r̀adio read'
meters, allowing for more efficient recording of water use. Over 35 percent of the 28,000
meters have been replaced. The Division has also added a `Hydro - excavator' at a cost of
285,000 to enable the utility crews to more efficiently replace water lines. The Division
will soon implement a Maintenance Management System (including training) to better
track projects.

The City adopted the 2010 Urban Water Management Plan on June 28, 2011, and
updated its Water Utility Master Plan in November of 2010. Work is underway in updating
the Recycling Master Plan and the Water Shortage Contingency Plan. Capital
improvements are considered over a 20 -year planning period as part of the budgetprocess
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POPULATION AND PROJECTED GROWTH

The 2010 United States Census population for Sunnyvale is 140,081, making it the
second largest city in Santa Clara County behind San Jose. The average household size is
2.61 per the United States Census.

ABAG projects that the population of Sunnyvale will increase to 163,300 by 2035, a 16.6
percent increase over the twenty-five year period.

The Water Resources Sub - element of the General Plan was updated in 2008. It contains
goals, policies and action strategies to address water supply, water conservation, water
distribution, and water quality.

FINANCING

Financial Adeaua

The Water Supply and Distribution Fund (Water Fund) is an enterprise fund in which
charges for services generate the necessary funds to provide the services. No General Fund
monies are utilized by the Fund. The FY 10 -11 budget included a number of changes from

previous years due to a restructuring of employee classifications in water distribution and
new state requirements for maintaining, monitoring, sampling, and reporting water
quality. These requirements will increase fire hydrant water valve, and water blow -off
flushing and maintenance. Three new positions were added to address these new service
requirements.

Revenue Sources

In FY 08 -09, the Water Fund generated $25.7 million, in FY 09 -10 the Fund generated
25.4 million, and in FY 10 -11 the Fund was projected to generate $38.4 million. Projected
revenues for FY 11 -12 will increase due to the recent rate hike. Revenues for the past three
fiscal years are shown in Figure 15 -3.
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In FY 10 -11, the Water Fund generated in excess of $38 million in revenues from the
following sources:

Late Payment Penalties 68,391 0.2%

Water Connection Fees 122,692 0.3%

Water Meter Sales 67,225 0.2%

Water Meter Use Fees 3,631,489 9.5 %

Water Sales - Metered 22,480,452 58.5%

Water Turn -on Fees 168,684 0.4%

Water Recycled 1,085,992 2.8%

Interest Income 115,008 0.3%

Miscellaneous 68,502 0.2%

Bond Proceeds 10,622,782 27.6 %

Total 38,431,217 100%

As detailed above, significant revenues are derived from water sales and bond proceeds
for capital improvements. Those revenues listed as fees are associated with `development
costs' for new construction.

Rates

A significant portion of the Water Supply and Distribution Fund's total costs are related
to the cost of purchased water. In FY 10 -11, SFPUC charged the City $836 per acre foot plus
meter charges of $275,268. For FY 11 -12, costs increased to $1,146 per acre foot plus
meter charges, a 38.4 percent increase in one year. Based on wholesale water rate
projections by SFPUC, costs will increase an average of 10 percent per year over the next
10 years. SCVWD currently charges $520 per acre foot plus a $100 per acre foot treated
water charge. These costs will rise to $669 per acre foot, a 9.4 percent increase. SCVWD is
projecting an 8 percent annual increase over the next 10 years. In addition, SCVWD
charges the City a pumping fee for water extracted from the City's municipal wells. The
projected well water unit cost (fee plus electrical costs) is expected to increase by 7.4
percent from $710 per acre foot to $763 per acre foot.

As a result of these wholesale price increases, the City has raised its overall water rate
charge to its customers by 7.5 percent in FY 10 -11 and 18 percent in FY 11 -12. Since the
early 1980's, the City has encouraged the prudent use of water through an inclining block
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tier' rate structure which p,,N,rtionally higher water rates for higher water users.
In conjunction with the FY 11 -12 rate increase, the City made cost of service adjustments to
that rate structure to more accurately reflect the cost of providing service.

Current rates adopted by the City Council on June 14, 2011 increased the cost of water
for residential customers as follows:

Monthly Water Bill Examples
inhundred cubicfeet(CCF)1° 

New Percent

Rate Change

4 CCF(minimal indooruse) $ 14.44 18.0

15 CCF(average Summeruse) $ 52.39 20.0%

25 CCF ( twice the monthly $ 101.89 35.5

average)

Based on the anticipated costs for wholesale water, it is expected that monthly water
bills will continue to increase in the foreseeable future. The City is evaluating its options
with respect to purchases of wholesale water.

nditures

For FY 11 -12, the Water Supply and Distribution Fund expenditure is expected to total
32.2 million, which is 12.1 percent of the City total expenditure of $265.9 million.

In FY 08 -09, the Water Fund spent a total of $24.7 million, in FY 09 -10 the Fund spent
29.0 million, and in FY 10 -11 the Fund was projected to spend $28.8 million. Increased
expenditures are attributed to increased costs for wholesale water and infrastructure
projects. Revenues and Expenditures of the Fund for the past three fiscal years are shown
in Figure 17 -3.

1.. One hundred cubic feet (CCF) equals 748 gallons.
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Figure 17 -3: Expenditures and Revenues (FYs 08-09,09-10 and 10 -11)
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The current budget includes 24 capital improvement projects scheduled over the 20-
year planning period. Particular focus is being placed on rehabilitation and maintenance of
water tanks and replacement of water lines.

Over $13 million has been budgeted for water tank renovation including refurbishing,
cleaning, interior coating, and exterior painting. Over 35 percent in funding is provided to
replace the City's aging water lines. The project focuses on areas of the City where soil
conditions are most corrosive. The project schedule calls for replacement of approximately
two miles ofpipe per year.

In FY 11 -12, the Environmental Services Department will also complete replacement of
the Water -Sewer Supervisory Control and Data (SCADA) System at a total cost of $1.5
million.

Lono -term Debt

A $24 million water revenue bond was issued on June 29, 2010. This revenue bond
refunded the City's 2001 Water and Wastewater Revenue Bonds, and provided $18 million
in proceeds to will finance infrastructure improvements. Interest ranges from 4 percentto
5.25 percent, with annual payments ranging from $1.4 million to $1.9 million. Repayment
will be made from net revenues of the Water Supply and Distribution Enterprise Fund and
will be retired in 2040.
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The Water Fund also carries a loan that was advanced from the General Fund in FY 02-

03 in the amount of $1.6 million to purchase additional property for the City Corporation
Yard. This annual loan payment is $351,700, and is included in the Water Fund budget for
repayment through FY 14 -15.

Reserves

The City's fiscal policy calls for the Water Fund to maintain a contingency reserve of 25
percent of direct operating costs. This contingency fund is to be used only in the event of
disasters or other emergencies. For FY 11 -12, this fund is budgeted for $5,650,457, which
is 23.6 percent of FY 10 -11 direct operating costs and would be sufficient to fund water
operations for 2.4 months.

The City also maintains a Rate Stabilization Reserve ($475,000) to smooth utility rates
from year to year, normalize economic cycles, and plan for project - related expenditures.
The City also maintains a Debt Service Reserve at $1.0 million, and a Capital and
Infrastructure Projects Reserve at $700,000.

WATER SUPPLY

The City has three sources of potable water supply: purchased surface water from
SFPUC; purchased treated surface water from SCVWD; and groundwater from seven City -
owned and operated wells. One additional well remains on stand -by for emergencies. An
additional source of non - potable water comes from the City's Water Pollution Control Plant
in the form of recycled water. The City also has distribution system interties with the cities
of Cupertino, Mountain View, and Santa Clara, as well as the California Water Service
Company through service connections located within city boundaries that are reserved for
use in case of an emergency. The City's current and projected future water supplies for
normal water years are shown in Figure 17 -4.

SFPUC 8,982 10,003 10,003
SCVWD 9,331 9,570 9,999
Groundwater 1,629 1,000 1,000.
Recycled 1,523 1,400 1,525
Water

Suppl'Total 21,465 21,973
gee:  of Sunnyvale 2010 UWMP, June 2011, Table

22,527

4 -1: Water Supplies
Normal Year (AFYI, pace 42.

11,023

1,000
1,765

12,728

1,000
1,775

23,791 25,506

Current and Projected in a
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SFP UC Water

The City receives water from the City and County of San Francisco's Regional Water
System, operated by SFPUC. In 2010, SFPUC water comprised 42 percent of the City's total
water supply. The agreement between the City and SFPUC was negotiated by the Bay Area
Water Supply and Conservation Agency ( BAWSCA). Per the agreement, the 27 SFPUC
wholesale customers have a combined supply assurance of 184 million gallops per day.
The City of Sunnyvale's guaranteed portion of the supply assurance is referred to as the
individual supply guarantee. Although the supply agreement and contract expire in 2034,
the individual supply guarantee ( which quantifies San Francisco's obligation to supply
water to its individual wholesale customers) survives their expiration and continues
indefinitely. Sunnyvale's individual supply guarantee is 12.58 million gallons per day (or
approximately 14,100 acre feet per year (AFY). The Sunnyvale contract also includes a
minimum purchase amount of 8.93 million gallons per day (10,003 AFY), which the City of
Sunnyvale agrees to buy, regardless of whether water sales drop below this level. As
shown in Figure 17 -4, the City anticipates just meeting its minimum purchase amount each
year from 2015 through 2030.

The SFPUC water supply is subject to reductions during drought conditions. As part of
the water supply agreement, a water shortage allocation plan between SFPUC and its
wholesale customers was adopted in 2009, and addresses shortages of up to 20 percent of
system -wide use. The Tier 1 Shortage Plan allocates water from the regional water system
between San Francisco Retail and the wholesale customers during system -wide shortages
of 20 percent or less. The water supply agreement also includes a Tier 2 Shortage Plan,
which allocates the available water among the SFPUC wholesale customers. A new Tier 2
plan was approved by the BAWSCA agencies in 2011, which provides the framework for
allocating the wholesale Tier 1 water allocation between the different BAWSCA agencies.
The new Tier 2 water shortage plan is in effect until 2018. For details, refer to the D̀rought
Allocations' section of Chapter 23, San Francisco Public Utility Commission.

SCVWD Water

SCVWD supplies the City of Sunnyvale with treated surface water through an
entitlement of imported Central Valley Project ( CVP) water and the State Water Project
SWP), as well as surface water from local reservoirs. The current contractual agreement
between the City and SCVWD sunsets in 2051, and currently allocates 10,988 AFY,
adjustable by up to five percent every three years. In 2010, the City purchased 9,331 acre
feet, or 85 percent of its current total allocated amount from SCVWD. Over the next 20
years, the City anticipates increasing it purchases from SCVWD by 36 percent.

Groundwater

In 2010, groundwater comprised eight percent of the City's total water supply. The
City's groundwater comes from the Santa Clara Plain subarea of the Santa Clara Subbasin.

CITY OF SUNNYVALE 399



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

Groundwater is extracted by way of wells, either owned or operated by area retailers or
private property owners. The allowable withdrawal of groundwater by the City depends
on a number of factors, including withdrawals by other water agencies, the quantity of
water recharged and carry-over storage from the previous year. Figure 17 -5 shows the
historic metered groundwater pumping data for the City from 2006 to 2010.

Santa Clara Plain Subarea 1,113 2,696 1,006 1,231 1,629
Percent of Total Water 5% 11 4% 5% 8

Supply
Source: Z"ty of Sunnyvale 2010 UWMP, June 2011, Table 4 -3: Groundwater Pumped Volume (AFY),
page 4 -5

The City of Sunnyvale has eight municipal wells, of which seven are operational and
part of the water supply system for the City. The eighth well is available for emergency
purposes. The seven production wells combined have an average Flow rate of 6,550 gallons
per minute (gpm). As shown in Figure 17 -4, the City anticipates reducing its use of
groundwater through 2035, in response to the need to increase its SFPUC purchase to the
minimum contract amount

Recvcled Water

The City of Sunnyvale has developed a recycled water program which today serves
parks, golf courses and the landscaping needs of diverse industries. A wastewater
reclamation program was developed in 1991 when the City first identified a short -term
goal of recycling from 20 to 30 percent of high - quality effluent from the Sunnyvale Water
Pollution Control Plant(WPCP). The long-term goal of the City is to reuse 100 percent of all
wastewater (15 mgd) generated from the WPCP to reduce all flows to the bay, as stated in
the 2000 Recycled Water Master Plan. This goal, if attained, would involve the export of
water to locations or agencies outside the City limits. The City has completed Phases I and
II of the 2000 Recycled Water Master Plan, which now serves Baylands Park,
Lockheed /Martin Area, the Sunnyvale Municipal Golf Course, and other parks and
industrial areas in the northern part of the City. A storage tank was built in the Year 2000
to allow for more recycled water to be developed and stored in order to keep up with
demand on system once the area is built out Possible extensions to serve the south end
of the City and also Cupertino and Los Altos may be evaluated in the future. Refer to
Chapter 26 for more information on the Sunnyvale WPCP.
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Emergency Preparedness

Water Sunnly Hazards

The aging water distribution system is prone to breaks and leaks, especially during the
wintermonths. While the waterline replacement project is on- going, it will be a number of
years before new water lines are in place. The Water Division is prepared to respond to
any leaks or breaks in a. timely manner, and is able to be on site within 30 minutes of
dispatch.

In 2004, a seismic vulnerability study of Sunnyvale's water system was conducted.
According to the study, a magnitude 7.9 earthquake on the San Andreas Faultwould cause
a prolonged loss of water service in the City. To mitigate for such an event, two of the 5.0-
million gallon storage tanks on Wright Avenue have been seismically retrofitted. The City
is also planning to retrofit other key water infrastructure components that maybe at risk

Emeraencv Water SunDI

An emergency backup water supply is provided by above - ground water storage tanks,
with an effective capacity of 19.7 million gallons. This storage capacity can provide
approximately one day of emergency water under a maximum daily demand scenario.

In terries and Rack -un Sunnly

Regarding transfer opportunities, the City is currently connected to the cities of
Cupertino, Mountain View and Santa Clara and to California Water Service Company
through service connections located within Sunnyvale for use during emergency situations.

WATER DEMAND

The City of Sunnyvale projected water demands for a single dry year to 2035 are shown
in Figure 17 -6. The single dry year scenario is shown, as it represents the worst case
scenario for the City regarding available water supply.

Figure 17 -6 shows that no differences between projected supply and demand would
occur under a single future dry year (i.e, 1977). Similar results were developed for
multiple (three -year dry year) sequences through year 2035, where demand would also
equal supply. In the event of a decrease of local supplies, the City would respond by
pursuing demand reduction programs in accordance with the severity of the supply
shortage.
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Fieure 17 -6: Citv of Sunnvvale Suooly and Demand Comparison- Sinele Dry Year (A

Total Supply 21,465* 21,973 22,527 23,676 25 25
Total Demand 21,464 ** 21,973 22,527 23,676 25,506 25,506
Difference 1 0 0 0 0 0

Difference as % of Supply 0 0 0 0 0 0

Difference as of 0 0. 0 0 0 0

Demand

Source: Adapted from City of Sunnyvale 2010 UWMP, June 2011, Table 5 -9 Supply and Demand
Comparison - Single Dry Year (AFY), page 5 -17
From Table 4 -1 Water Supplies- Current and Projected in a Normal Year(AFY), City of Sunnyvale
2010 UWMP, June 2011.
From Table 3 -7. Projected Demand by Source (AFYI, City of Sunnyvale 2010 UWMP, June 2011

The City of Sunnyvale would be able to increase the amount of groundwater pumped to
meet reasonably anticipated deficiencies from other sources, thus supply is projected to be
sufficient to meet demand out to 2035. The City of Sunnyvale groundwater basin is not
adjudicated, which means the right to pump groundwater from the basin has not been
given by judgment of a court or board. For each of the five -year increments presented, the
three -year dry period indicates that supplies will be able to meet demands through
increased groundwater pumping and implementation of drought conservation programs.
The City will be able to address the projected demands without rationing.

WATER INFRASTRUCTURE AND FACILITIES

The Sunnyvale water system is a comprehensive water storage and delivery system.
The City is divided into three pressure zones. Zone 1 comprises the northerly two- thirds of
the City and is supplied by six SFPUC turnouts ( Mary, Palomar, Lockheed, Borregas, Fair
Oaks, and Lawrence) and by the Central well. Zones 2 and three comprise the southerly
one -third of the City and are supplied by two SCVWD turnouts (Barranca and Wright), and
by seven wells (Raynor, Ortega, Westmoor, Serra, Hamilton No. 2 and 3, and Losse).

Water Treatment Facilities

Sunnyvale does not have any water treatment facilities.

Water Storage Facilities

The City has five active 5.0 million gallon (mg) storage tanks with a combined capacity
of 25.0 M0. These tanks are in the process of being seismically retrofitted, which will
reduce their combined capacity to 19.7 mg. The City also has five 0.5 mg storage tanks with
a combined capacity of 2.5 mg. Three of these tanks have been retrofitted, which will
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reduce their combined capacity to 1.2 mg. The other two tanks are not currently utilized,
but are available for emergency purposes.

nce and Distribution Facilities

The water distribution system is composed of approximately 10 miles of 16 -inch to 30-
inch diameter transmission lines and over 280 miles of 6 -inch to 14 -inch diameter

distribution. mains. There are still remaining some 4 -inch diameter pipes, which are being
replaced with 8 -inch diameter lines, which is the City's current minimum standard.

The distribution system also consists of three booster pump plants ( Mary - Carson,
Wolfe-Evelyn, and Wright Avenue), each with four pumps, one of which is on standby for
emergency purposes. The system also features 49 pressure reducing valves, 3,380 fire
hydrants, 250 City -owned backflow prevention devices ( with 3,104 backflow prevention
devices total), and 29,257 water service connections. The system also includes the
automated Supervisory Control and Data Acquisition ( SCADA) System that control
distribution of water throughout the system.

Approximately 80 percent of the water main pipelines were constructed in the 1960's,
and the remainder in the 1980's. The 1960's vintage pipes are approaching their estimated
50 -year useful service life and are in need of replacement

The City reported that in calendar year 2010 there were 14 main .line breaks or leaks,
and 168 service connection breaks or leaks, The City did not issue any 'boil water' orders
or report any water outages.

nfrastructure Needs & CaDital Im Drovement Pr02r

The current capital improvement program identifies 24 capital improvement projects
scheduled over the 20 -year planning period. Particular focus is being placed on
rehabilitation and maintenance of water tanks, replacement of water lines, and
replacement of the SCADA system. Refer to the Financing Section for details.

Shared Facilities

The City does not share any facilities with any other agencies or organizations.
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WATER QUALITY

Source Water

For the SFPUC system, the major water source originates from spring snowmelt flowing
down the Tuolumne River to the Hetch Hetchy Reservoir, where it is stored. This pristine
water source is located in the well - protected Sierra region and meets all Federal and State
criteria for watershed protection. DPH and the EPA have granted the Hetch Hetchy water
source a filtration exemption, based on the SFPUC's disinfection treatment practice,
extensive bacteriological - quality monitoring, and high operational standards. In other
words, the source is so clean and protected that the SFPUC is not required to filter water
from the Hetch Hetchy Reservoir. Water from the Hetch Hetchy is supplemented by run -off
collected in the Alameda and Peninsula Watersheds. This water is treated at two water

treatment plants prior to distribution.

Overall groundwater quality in Santa Clara County is very good and water quality
objectives are achieved in most wells. Public water supply wells throughout the County
deliver high quality water to consumers, almost always without need for treatment. The
most significant exceptions are nitrate and perchlorate, which have impacted groundwater
quality predominately in South County. In the future, new and more stringent drinking
water quality standards could also affect the amount of groundwater pumped from the
basin.

According to the California Department of Public Health (CDPH) Drinking Water Source
Assessment which evaluates the vulnerability of water sources to contamination, the
SVCWD's surface source waters are susceptible to potential contamination from sea water
intrusion and organic matter in the Delta and from a variety of land use practices, such as
agricultural and urban runoff, recreation activities, livestock grazing, and residential and
industrial development. Local sources are also vulnerable to potential contamination from
commercial stables and historic mining practices.

Treated Water

Quality of treated water can be evaluated according to several measures. For the
purposes of this report the following indicators are used: the number of violations as
reported by the EPA since 2000, the number of days in full compliance with Primary
Drinking Water Regulations in 2010, and any deficiencies identified by CDPH as prioritized
health concerns.

The City of Sunnyvale does not treat water derived from the City's municipal wells.
Treated water is received from the SFPUC Regional Water System and the SCVWD water
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treatment plants. The City's water wholesalers, SFPUC and SCVWD, conduct their own
testing. Of the parameters tested, none were found to be higher than CDPH allows.

According to the federal Environmental Protection Agency ( EPA) through its Safe
Drinking Water Information System (SDWIS), the City of Sunnyvale did not have any health
based violations or monitoring and reporting violations during the 2000 -2010 period.

The City's 2010 Water Quality Report indicates that the City's potable water supply
from all sources met all state and federal drinking water health standards. In order to
insure that water quality standards are met, drinking water samples are collected daily
throughout the City and analyzed for a variety of regulated and unregulated contaminants.
Samples are tested by the City's certified laboratory and an independent laboratory using
the latest testing procedures and equipment.

The CDPH Annual Water System Sanitary Survey conducted in December of 2010
indicated that permitting for Well No. 32 and its associated iron and manganese filter
treatment system is still pending. The City is pursuing this permit in order to utilize Well
No. 32 for emergency conditions. The survey also identified minor deficiencies related to
tank vent screens and corrosion and peeling paint on the interior of Serra Tanks No. 1 and
No. 3. These deficiencies have been remedied by the City.
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CITY OF SUNNYVALE

SERVICE REVIEW DETERMINATIONS

Growth and Population Projections

3 The current 2010 United States Census population for Sunnyvale is 140,081.

3 ABAG projects that the population of Sunnyvale will increase to 163,300 by 2035, a
16.6 percent increase over the twenty -five year period.

Present and Planned Capacity of Public Facilities and
Adequacy of Public Services, Including Infrastructure Needs
and Deficiencies

3 The City anticipates being able to purchase sufficient water to meet its needs under
its current contracts with the San Francisco Public Utilities Commission and the

Santa Clara Valley Water District

o The Sunnyvale water supply and distribution system has sufficient capacity to serve
all water customers within its service area.

3 Continued emphasis on water conservation, use of recycled water, and higher water
rates are expected to curtail the City's demand for water.

3 The City anticipates utilizing recycled water to make up about seven percent of its
total water supply between 2010 and 2035.

5 An emergency backup water supply is provided by above - ground water storage
tanks, with an effective capacity of 19.7 million gallons (MG). This storage capacity
can provide approximately one day of emergency water under a maximum daily
demand scenario.

5 Capital improvement funding is provided for an aggressive program to replace the
City's aging water lines. The project schedule calls for replacement of
approximately two miles of pipe per year.

3 Over $ 13 million has been budgeted for water tank renovation including
refurbishing, cleaning, interior coating, and exterior painting.

3 The City provides high quality water based on city compliance with drinking water
regulations, a lack of health and monitoring violations since 2000, and timely
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thorough district response to California Department of Public Health infrastructure
and operational concerns.

City management methods appear to generally meet accepted best management
practices. The City prepares a budget before the beginning of each fiscal year, has a
detailed Capital Improvement Program, conducts periodic financial audits,
maintains relatively current transparent financial records, regularly evaluates rates
and fees, tracks employee and department workload, and has established a process
to address complaints.

Financial Ability of Agency to Provide Services

As an Enterprise Fund, the Sunnyvale water system has sufficient financial
resources to provide an adequate level of service. The Fund has been able to
generate sufficient revenues to stay ahead of the rising expenditure curve.

Water rate increases will be required over the next several years to finance SFPUC
Regional Water System seismic improvements, increased pumping fees from
SCVWD, and reduced retail water sales.

The City has an ongoing multi -year capital improvement program that includes
repair, replacement and rehabilitation projects that are designed to improve the
overall water storage and distribution system.

Status and Opportunities for Shared Facilities

The City practices facility sharing by receiving potable water through the SFPUC
distribution system and the SCVWD distribution system.

The City shares emergency water line interties with Cupertino, Mountain View and
Santa Clara, and with California Water Service Company for use during emergency
situations.

The City collaborates with the Bay Area Water Supply and Conservation Agency
BAWSCA), serves on several Santa Clara Valley Water District Subcommittees, and
participates in the 'Watershed Watch' program of the Santa Clara Valley Urban
Runoff Pollution Prevention Program.
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Accountability for Community Services, Including
Governmental Structure and Operational Efficiencies

Accountability is hest ensured when contested elections are held for governing body
seats, constituent outreach is conducted to promote accountability and ensure that
constituents are informed and not disenfranchised, and public agency operations
and management are transparent to the public. The City demonstrated
accountability with respect to all of these factors.

The City does not have a water - related advisory commission or committee.

The City has indicated that future opportunities may present themselves with
respect to the City serving the water service pockets currently served by the
California Water Service Company.

Operational efficiencies are being improved by replacing water meters with r̀adio
read' meters, allowing for more efficient recording of water use. Over -35 percent of
the 28,000 meters have been replaced. The Division has also added a ` Hydro -
excavator' to enable the utility crews to more efficiently replace water lines. The
Division will soon implement a Maintenance Management System ( including
training) to better track projects.

4:1 No alternative government structure options have been identified for Sunnyvale.
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18. SAN JOSE WATER COMPANY
TYPE AND EXTENT OF SERVICES

San Jose Water Company (SJWC), founded in 1866, is one of the largest water providers
in Santa Clara County serving an area that encompasses 139 square miles. SJWC provides
potable water service to portions of Cupertino and San Jose; all of Campbell, Los Gatos,
Saratoga, and Monte Sereno; and contiguous territory in the County of Santa Clara. As an
investor -owned water utility, the Company operates under the authority of the California
Public Utilities Commission (CPUC). SJWC is owned by San Jose Water Corp., a publicly
traded company listed on the NewYork Stock Exchange under the symbol SJW.

On October 1, 1997 SJWC entered into a 25 -year lease agreement with the City of
Cupertino to operate and maintain the City's water system.

San Jose Water Company is an investor owned utility and not subject to LAFCO purview;
therefore, no determinations have been included. The Company is included in the report to
ensure a comprehensive review of water service in Santa Clara County. San Jose Water
Companywas last reviewed in the 2005 Countywide Water Service Review.

ACCOUNTABILITY AND GOVERNANCE.

San Jose Water Company is an investor owned utility operated under the direction of a
ten- member Board of Directors. Directors are elected by the shareholders to one -year
terms. SJWC maintains a web site to provide information to its customers. SJWC is regulated
by the California Public Utilities Commission (CPUC).

MANAGEMENT AND STAFFING

San Jose Water Company has a total of 352 employees -109 are employed in
management and administration and 243 are dedicated to the operations and maintenance
of the water system.

The Company has established Best Management practices in order to increase efficiency
and maximize profits. It is investor -owned and must meet certain levels of performance
based on investor expectations.

San Jose Water Company is managing operating costs by employing efficient
management operations, maximizing the use of its water resources and being actively
involved in water- related issues in the County. The Company provides leadership in
SCVWD's water retailers group as well as the group's financial subcommittee.
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SJWC uses technology extensively to manage its system, resulting in lower staff levels,
controlled energy costs, and improved security monitoring. For its system, the Company
uses a fifth generation Supervisory Control and Data Acquisition system that enables staff
to efficiently manage pressure, flow and energy use, as well as monitor for system
problems before they become critical

In addition, SJWC is a partner in South Bay Water Recycling, along with the San Jose
Municipal Water System, the Cities of Milpitas and Santa Clara, the Great Oaks Water
Company, SCVWD and the US Bureau of Reclamation. This partnership provides
coordination with the retailers to ensure that the area's recycled water resource is
maximized, both in terms of delivery and plant treatment capacity.

POPULATION AND PROJECTED GROWTH

San Jose Water Company serves an estimated population of one million. Growth within
the service area is expected to be slow to moderate; the Association of Bay Area
Governments projects that population in SJWC's service area will increase by about 1.4
percent per year for the next five years. The population in the service area is projected to
be 1,017,684 in 2015 and up to 1,293,771 in the year 2035.

The metered

connections served by
the Company,
including those in

parts of Cupertino that
are being leased by
SJWC, are shown in
Figure 18 -1.

Residential /Business 220,654 99%

Industrial 75 0%

Other /Governmental 1,648 1%

Recycled 73 0%

Total 222,450 100%

SJWC adds approximately 1,200 new connections on average each year. The Company
manages future supply based on projected growth. The Company has planned for growth
within its service area through its Urban Water Management Plan, Infrastructure Master
Plans, and Capital Improvement Plan.

FINANCING

The majority of revenues for SJWC are derived from rates charged for water service. In
calendar year 2010, the Company's revenue was $199.1 million and operating expenses

uz San Jose Water Company, 2010 UWMP, April 2011,p. S.
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were $170 million. SJWC invested $95.5 million for capital improvements during the same
fiscal year.

SJWC undergoes an annual independent audit. The results of the FY 09 -10 audit were
not qualified in any way. The Company has outstanding bonds of about $252 million; the
First Mortgage Bonds are rated NAIC 1, while the Private Activity bonds are rated A.

Supply Rates

SJWC pays a groundwater extraction fee of $520 per acre foot to SCVWD to cover the
costs associated with the District's groundwater recharge program. The Company also pays
a treated water rate of $620 per acre foot for imported supply from SCVWD.

Demand Rates

The rates charged for water service by San Jose Water Company are reviewed
triannually and adjusted annually; any rate changes must be approved by the CPUC. The
Company increased rates by 9.2 percent in FY 09 -10 and 3.3 percent in FY 10 -11. It is
expected that rate increases will continue. The projected rate increase for FY 11 -12 is 5.8
percent.

SJWC has a tiered rate structure that includes a meter charge and water usage. In
addition, there is a 1.5 percent surcharge on all customer bills to recover the cost ofthe fee
imposed by the CPUC to fund its regulation. For comparison purposes, a 3 /4" meter would
pay $16.37 for the meter charge, $2.52 per each 100 cubic feet up to 1300 cubic feet and
2.77 for each 100 cubic feet thereafter, plus the 1.5 percent surcharge.

WATER SUPPLY

SJWC obtains its water supply from several sources: groundwater ( 39 percent), local
surface water ( varies but averages about eight percent), and imported treated surface
water from SCVWD (53 percent). SJWC is SCVWD's largest customer, purchasing over 50
percent of the District's treated supply. SJWC receives water from all three of SCVWD's
treatment plants.

Local surface supply is the most cost - effective water source for SJWC as there is a lower
cost for supply, collection, treatment and distribution. SJWC holds water rights on several
local creeks and impounds raw water at the following lakes: Cozzens, Elsman, Kittredge,
McKenzie, and Williams.

Groundwater is extracted from the Santa Clara Valley Basin, which receives natural and
artificial recharge through SCVWD's facilities. The District manages all of the groundwater
resources and is responsible for all recharge functions.

SAN JOSE WATER COMPANY 412



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

SJWC has the water rights for most properties in its service area in the form of quitclaim
deeds. These revocable rights are usually obtained by SJWC prior to providing water
service to a customer. Thus SJWC has rights to pump water from the aquifers because SJWC
has the deeded water rights from property owners in the service area when in compliance
with the SCVWD's permitting requirements.

Based on SJWC's projections, groundwater will continue to be an important source of
water, comprising forty percent of the supply through year 2035.

SJWC receives recycled water through South Bay Water Recycling; the water is
produced at the San Jose /Santa Clara Water Pollution Control Plant in Alviso and is
available in the northern and eastern portions of SJWC's service area. SJWC's role in the
SBWR system is as a retailer that provides meter reading and billing services for the
project within its service boundaries. In addition, SJWC owns and operates portions of
distribution system.

SJWC plans to add additional sources of supply in the form of new, higher capacity,
replacement groundwater wells, in order to meet the demands of planned developments
within SJWC's service area. The program proposes replacing two wells per year. In addition
to well replacements, the proposed North First Street development would require
additional supply

WATER DEMAND

Figure 18 -2 shows existing and projected future water demands. As shown, the
Company projects that average day demand will increase by approximately 16 percent by
2035.

SJWC anticipates that it will continue to have sufficient water capacity available from
the existing three water sources, based on demand projections of 0.4 percent annual
demand growth until 2035. SCVWD will be able to meet the demands of SJWC's service area
during normal and single dry years. The local surface water supply will be limited during
dry years, but the balance will be made up through additional groundwater pumping.
SCVWD has determined that water shortages would occur in the event of an extended
drought period after 2020, and are planning to make investments such that no greater than
20 percent shortages are expected through year 2035, based on Santa Clara County's
historic hydrology.

Based on SCVWD's water supply management through year 2035, conservation
methods currently employed and future demand management measures, SJWC will be able
to meet the needs of the service area through at least 2035 for normal and single dry years.
In a multiple dry year event beyond 2025, SJWC may be faced with a 20 percent reduction
of supply from SCVWD's sources in years four to six of a multiple dry year event. In this
case, SJWC will enact a water shortage contingency plan.
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SJWC's total demand is not limited to metered customer use. Between six and seven
percent of the water produced ( pumped, treated or purchased) never gets billed and is
classified as "non- revenue water." Non - revenue water includes authorized unmetered uses

including firefighting, main flushing and public use. The remaining unmetered water is
likely due to meter reading discrepancies, reservoir cleaning, malfunctioning valves,
leakage and theft.

Figure 18 -2: Existing and Projected Water Demand

SJWC has a water

conservation program and

dedicated conservation staff. It

uses a number of demand

management measures in order to
encourage water conservation.

Type ---
Average Day Demand (2010) 110 mgd

Maximum Day Demand (2003 -2004) 233 mgd

Projected Average Day Demand (2035) 128 mgd

WATER INFRASTRUCTURE AND FACILITIES

The SJWC infrastructure is described in detail in Figure 18 -3.

Figure 18 -3: SJWC Water Infrastructure

The Company operates under Vetails

the authority of the CPUC, which Pipelines 2,453 miles
sets standards for system capacity Reservoirs 5

and service reliability. Tanks 98

Total Water Storage Volume 7,690 AF
SJWC has developed an

Infrastructure Master Plan for Pump Stations 247

pipelines and special facilities. Pump Station Capacity 451 mgd

Related to that is the Company's Wells 111

five -year capital improvement Total Well Pumping Capacity 263.1 mg

plan. Over $ 50 million in Pressure Zones 95

infrastructure replacement is

performed each year to keep the aging system running well. There are areas where
existing pipes were designed for the fire flow requirements present at installation, which is
less than would be required if installed currently. The Company is actively working to
improve this situation whenever there is an opportunity to upgrade pipeline capacity.

SJWC disinfects groundwater at the well station and has two treatment facilities for
surface water — Montevina and Saratoga. One uses a direct filtration process and the other
microfiltration, with a combined capacity of 35 million gallons per day. The smaller plant
was built in 1993 on the site of a former plant that had been taken out of service. The larger
facility will soon undergo major improvements to keep pace with all upcoming water
quality requirements and to maximize usage for the ratepayers benefit.
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Groundwater quality in the service area is excellent overall. SJWC is able to manage this
through time of use and dilution. The water storage facilities include steel and redwood
tanks as well as large in- ground lined treated water reservoirs and raw water reservoirs.

Shared facilities

SJWC shares facilities where appropriate to increase efficiency and improve cost
effectiveness. The Company has two intertie connections with SCVWD at Quito Road and
Cox Avenue to improve reliability for SCVWD retailers receiving water from the Rinconada
Treatment Plant through the West Pipeline.

The Company also wholesales water to 39 mutual water companies and other small
water systems. It sells raw untreated water to the Aldercroft Heights County Water District
directly from Los Gatos Creek, where the Company holds water rights.
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19. CALIFORNIA WATER SERVICE

COMPANY

TYPE AND EXTENT OF SERVICES

California Water Service Company (Cal Water) is a private company based in San Jose
which provides water service in numerous locations throughout California. The Company's
Las Altos- Suburban District serves Los Altos and the vicinity. Cal Water is the largest
investor - ownedd water utility in the western United States and is a subsidiary of the
California Water Service Group. Within its Los Altos- Suburban District, Cal Water serves
18,310 connections. The source of supply includes both groundwater and treated surface
water provided by SCVWD. Cal Water operates under the oversight and authority of the
California Public Utilities Commission ( CPUC).

The service area of Cal Water is currently being updated to include corrections and
additions. The latest service area map is awaiting CPUC approval.

Cal Water is a private entity and is not subject to LAFCO purview; therefore no
determinations have been included. Cal Water is included in the report to ensure a
comprehensive review of water service in Santa Clara County. California Water Service
Company was last reviewed in 2005 as part of the Countywide Water Service Review.

ACCOUNTABILITY AND GOVERNANCE

Cal Water is a private entity operated under the direction of a Board of Directors.
Directors are elected by majority vote of outstanding shareholders. Cal Water maintains a
website to provide information to its customers.

MANAGEMENT AND STAFFING

Cal Water has nearly 1,000 employees companywide. The company has established
management practices in order to increase efficiency and maximize profits by centralizing
several departments, such as engineering and water quality, with operation and
maintenance being managed at the district level. The Company is investor -owned and
must meet certain levels of performance per investor expectations.
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POPULATION AND PROJECTED GROWTH

Cal Water currently provides service to the connections within its Los Altos- Suburban
District shown in Figure 19 -1. The Company estimates that it serves approximately 55,270
residents.

Figure 19 -1: Connections Served by Cal Water

Cal Water's Los Altos District T Connections Percentage
is growing at a relatively slow Residential 16,787 91.68%

rate of 0.13 percent based on Iulti- residential 150 0.82%
growth in total services over the
past five years. The growth rate Commercial 1,152 6.29%

has averaged 0.15 percent ndustrial 5 0.03%

annually over the last ten years. Governmental 198 1.08%

Based on available space and ther 18 0.10%

past experiences little growth is Total 18,310 100.00%

expected within this service area over the next twenty years. Cal Water's projected average
annual growth rate for Los Altos is 0.13 percent "'

The land within the Los Altos Suburban District service area that can sustain

development is limited and other retail water purveyors surround the District; therefore,
Cal Water does not anticipate any significant growth other than from redevelopment.

FINANCING

Cal Water declined to provide proprietary financial information for this review as the
financial data is commingled with all other Cal Water operations. The Company did note
that planned capital improvements for the Los Altos- Suburban District are $3.3 million for
FY 10 -11.

Sunniv Rates

The Company pays a groundwater production service charge of $520 per acre foot
pumped to SCVWD to cover the costs associated with the District's groundwater recharge
program. The Company pays $620 per acre foot for contract treated water and $570 per
acre foot for non- contract treated water.

Cal Water, Los Altos District UWMP, July 2 011, p. 22.
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19 -3: Cal Water Residential Water Rates, FY 11 -12

Demand Rates

Cal Water must For 5/8 x 3/4- inch meter $ 13.27
receive approval For 3/4- inch meter $ 19.90
from CPUC for any
rate changes. The Quantity
Company charges a For the first 1,000 cubic feet, per 100 cubic feet $ 2.98

flat monthly service I For the next 1,700 cubic feet, per 100 cubic feet $ 3.17

charge depending on lForall over 2,700 cubic feet, per 100 cubic feet $ 3.80

meter size and a tiered rate depending on quantity of water usage. Residential meter
service rates are shown in Figure 19 -3.

WATER SUPPLY

Cal Water's depends on a combination of groundwater ( 29 percent) and treated water
purchased from SCVWD ( 71 percent) for its water supply. Data provided by SCVWD
indicated that the Company extracted 3,396 acre feet of groundwater in 2010.
Groundwater management and recharge is performed by SCVWD.

Treated water from SCVWD is delivered to Los Altos from the Rinconada treatment

plant through a large- diameter high pressure pipeline that runs through Cupertino and
along Foothill Expressway. This pipeline is commonly referred to as the West Pipeline. The
Los Altos District takes SCVWD water at four locations in the system. In 2010, SCVWD sold
8,252 acre of treated water to the Company. In order to address future growth in demand,
the Company anticipates increasing purchases of SCVWD water by 21 percent by 2035.
The Company anticipates a one percent increase in groundwater use over that same period.

When surface water supplies are plentiful, SCVWD authorizes the sale of "Non Contract"
water in order to facilitate conjunctive use storage of surplus supply in the groundwater
aquifers in the region. Because there is usually a slight economic advantage to purchasing
this " Non- Contract" water, the Cal Water reduces its production of groundwater and
increases the purchase of surface deliveries from SCVWD. When supplies are scarce, the
SCVWD has imposed both voluntary and mandatory reductions in the overall use of water.
Because surplus supplies are stored underground by SCVWD when available, during
shortages Cal Water maintains groundwater production at fairly constant level and
drastically reduces the direct purchase of water from SCVWD.

Recycled water is not available within the Company's service area.
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Emereencv Preparedness

Cal Water's well capacity is sufficient to accommodate moderate treated water
reductions. However, it could not supply maximum day or peak hour demands if treated
water was eliminated completely. Additional wells would need to be installed

WATER DEMAND

In 2010, Cal Water delivered 11,648 acre feet of water to its customers. The Company
projects that by 2035 total water deliveries will equal 13,440 acre feet, which is equivalent
to approximately 15 percent growth in demand over the 25 year period. As discussed
previously, this increase in demand is anticipated to be largely addressed through
increased purchases of SCVWD water.

The Company's UWMP asserts that the combination of SCVWD purchased water and
groundwater supplies will be sufficient to provide an adequate amount of water to Cal
Water's Los Altos District even in times of prolonged drought

WATER INFRASTRUCTURE AND FACILITIES

Figure 19 -2: Cal Water Infrastructure

The Company has no treatment facilities.
Cal Water provides both groundwater and
treated local surface water within the Los

Altos - Suburban service area. The water

infrastructure is described in Figure 19 -2.
The Company operates under the authority
of the CPUC, which sets standards for

system capacity and service reliability.

Shored focilities

Cal Water does not have any shared facilities.

110 Errors in the 2010 water production data result in a negative value for unaccounted for water Total water use was
likely higher This could notbe resolved prior to the writing of the UWMP

Cal Water, LosAitos District UWMP, July 2011, p 54
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Pipelines 297 miles

lReservoirs(Tanks) 45

Total Water Storage Volume 14.6 mg

Booster Stations 41

Wells 21

Total Well Pumping Capacity 21.9 mgd

Pressure Zones 18

Shored focilities

Cal Water does not have any shared facilities.

110 Errors in the 2010 water production data result in a negative value for unaccounted for water Total water use was
likely higher This could notbe resolved prior to the writing of the UWMP

Cal Water, LosAitos District UWMP, July 2011, p 54
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20. GREAT OAKS WATER

COMPANY

TYPE AND EXTENT OF SERVICES

The Great Oaks Water Company, formed in 1959, is a utility that provides domestic
water services. The Great Oaks' service area includes a portion of the southern end of the
City of San Jose. It provides services to the Blossom Valley, Santa Teresa, Edenvale, Coyote
Valley, and Almaden area of the City. The area is roughly bounded by Snell Avenue on the
West, the Silver Creek Ridge on the East, Palm Avenue (in Coyote Valley) on the South and
Riverview Drive on the North. Approximately 95 percent of the Company's revenue is
derived from service within San Jose's incorporated area.

The Company uses groundwater as its sole source of supply. Great Oaks is an investor -
owned utility and operates under the oversight of the California Public Utilities
Commission ( CPUC).

The Great Oaks Water Company is not subject to LAFCO purview, and accordingly no
determinations are included in this report. Great Oaks is included in the report to ensure a
comprehensive review of water service in Santa Clara County. The Great Oaks Water
Company was last reviewed in the 2005 Countywide Water Service Review.

ACCOUNTABILITY AND GOVERNANCE

The Great Oaks Water Company maintains a website where company information is
made available to its customers. The Company did not provide any additional information
on its governing body.

MANAGEMENT AND STAFFING

The Great Oaks Water Company operates with 18 staff members, which are headed by a
chief executive officer.

The Company makes projections for future demand in its UWMP.
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POPULATION AND PROJECTED GROWTH

The Great Oaks Water Company serves an estimated population of 92,995 and a total
of 20,628 connections. The Company provides services to connections as described in
Figure 20 -1.

Figure 20 -1: Connections Served by Great Oaks Water Company (2011)

The Association Type Connections Percentage
of Bay Area

Governments Commercial (including domestic) 20,410 99%

ABAG) has Industrial In 46 0%

projected
Public Authorities 140 1%

population growth Schools 9W 33 0%

to be modest in the Total 20,628 100%

future, growing at a rate of 1.1 to 1.5 percent per year to a population of 128,439 in 2035 "

In recent years, the City of San Jose has engaged in various planning activities in an
effort to control development in the undeveloped areas of the City and in contiguous
unincorporated areas of Santa Clara County. At the time Great Oaks prepared its 2005
UWMP, the City had planned for development in Coyote Valley, a geographic area already
partially included within Great Oaks' CPUC - authorized service area. In the years since, the
City's planning efforts have changed direction.

In 2009 and 2010, two large multi- family residential and /or mixed use projects in Great
Oaks' service area have been the subject of water supply assessments requested of and
submitted by Great Oaks. Both projects combined would constitute 4,400 residential units,
which would increase Great Oaks' residential population by approximately 15,000, per
company estimates "a

The Company reported that it will likely annex additional areas in the next few years.
The exact areas are unknown and are not expected to be significant.

Great Oaks Water Company, DraJt2010 UWMP, p.5.

Great Oaks Water Company, DraJt2010 UWMP, p.5.

Great Oaks Water Company, DraJt2010 UWMP, p.6.
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FINANCING

Sunnly Rates

The Company pays a groundwater production service charge of $520 per acre foot
pumped to SCVWD to cover the costs associated with the District's groundwater recharge
program.

Demand Rates

The Company's current water rates include a readiness to serve charge (meter charge)
as well as a usage charge. The water usage charge is determined by how much water a
customer uses during the billing period. The rate is $1.960 per hundred cubic feet. The
readiness to serve charge is a recurring monthly charge that is determined by the size of
the water meter serving a property. This charge applies even if no water is used during the
billing period. In addition there are several taxes charged by various governmental
agencies that are added to a water bill. CPUC requires the addition of a 1.5 percent
surcharge to all customer bills to fund the CPUC's activities. The City of San Jose also
charges a five percent utility user tax to all Great Oaks' customers living within the City.
Any proposed rate changes must be submitted to the CPUC for approval. Great Oaks Water
Company's rates were last changed on July 1, 2011.

WATER SUPPLY

Groundwater is Great Oaks' sole source of water supply. In 2010, the Company pumped
approximately 11,021 acre feet, of which about four percent was considered unaccounted
for loss and the remainder was delivered to service connections. The Company presently
plans to continue using groundwater to meet all demand needs; although, it is presently in
discussions with the City of San Jose regarding the possibility of receiving recycled water
for distribution within the Great Oaks service area.

WATER DEMAND

The Company reported that although the total number of accounts had increased by
about one percent over the last five year period (2005 - 2010), water usage had declined by
four percent during that same period. The Company anticipates this trend to continue over
the next 25 years. Great Oaks' UWMP indicates that although the Company projects 1,048
additional connections between 2010 and 2035, by 2035, the Company anticipates total
delivered water to decline by 19 percent from 10,536 acre feet in 2010 to 8,509 acre feet.
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Great Oaks has analyzed its sources of water during normal, single and multiple dry
years and has concluded that it will have sufficient water available to meet demand
projections through the year 2035 "

WATER INFRASTRUCTURE AND FACILITIES

The Great Oaks water system consists of 195 miles of pipelines and 19 wells. The
Company's total well pumping capacity is 29,900 gallons per minute. The Company is
required to adhere to the standards adopted by the CPUC for system condition and capacity
to ensure adequate levels of service for domestic use and fire flow.

Shared facilities

The Company maintains an intertie with San Jose Water Company for emergency
purposes.

Great Oaks Water Company, Draft2010 UWMP, 2011, P. 1.
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21. WEST SAN MARTIN WATER

WORKS

TYPE AND EXTENT OF SERVICES

West San Martin Water Works, Inc. is an investor -owned company providing water
services in the unincorporated San Martin area west of Monterey Road. The San Martin
County Water District lies to the east. The Company serves 297 connections. Water service
is provided to parcels within its service area that have been approved by the California
Public Utilities Commission ( CPUC). The Company is regulated by CPUC.

The Company has been in operation for a number of years, owned and operated by the
same family the entire time. The source of water supply is groundwater. As a private entity,
West San Martin Water Works, Inc. is not subject to LAFCO purview and no determinations
have been included. The Company is included in the report to ensure a comprehensive
review of water service in Santa Clara County. West San Martin Water Works was last
reviewed in 2005.

ACCOUNTABILITY AND GOVERNANCE

West San Martin Water Works, Inc. is a private entity operated under the direction of a
Board of Directors consisting of three family members. Directors are elected or appointed
at the Company's annual meeting. The Company provides service- related information to its
customers when it is deemed necessary.

MANAGEMENT AND STAFFING

West San Martin Water Works is a family -owned business. Specific staffing information
was not provided; however, it was noted that family members involved in the business
handle all the tasks, including system operations, billing and collections.

POPULATION AND PROJECTED GROWTH

West San Martin Water Works currently provides service to 253 residential
connections ( 85 percent), 41 commercial /manufacturing /industrial connections ( 14
percent) and three governmental connections (one percent).

The Company is expecting a two percent to five percent annual increase in population.
accompanied by a related increase in water demand. The Company usually adds a few new
connections each year. Steady growth is projected.
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FINANCING

West San Martin Water Works declined to provide proprietary financial information for
this review.

The Company pays a groundwater production service charge to SCVWD to cover the
costs associated with SCVWD's groundwater recharge program. SCVWD rates have
increased 96 percent since 2002 ( from $140 /AF in FY 02 to $275/AF in FY 12), and
SCVWD's rapidly increasing groundwater service charge is an ongoing issue for the
Company, as it is not able to pass the full incremental cost increase onto customers.

Most retailers of SCVWD, as reported by the Company, are expecting the pump tax rate
to continue to increase significantly over time, which will result in rate increases for the
end users.

The Company did not provide specific information regarding its rate structure; however
the Company is subject to CPUC oversight and the Commission must approve all rate
changes. The Company reported that average monthly bills varied from $20 per month in
older parts of the service area to $600 for large estates in peak use months.

WATER SUPPLY

West San Martin Water Works relies on groundwater extracted from the Llagas sub -
basin, one of three sub - basins of the Santa Clara Valley Groundwater Basin. The Company
has no interconnections to other systems. Groundwater recharge is performed by SCVWD,
and the Company pays a pump tax to cover its share of those costs. The total amount of
groundwater pumped from the wells in 2010 was 303.03 AF.

West San Martin Water Works overlies the Llagas sub- basin, as do the other water
purveyors in the South County. Groundwater quality is of critical concern, particularly with
the continuing use of septic systems in the San Martin area and previous manufacturing
land use in the South County region, Septic systems and agriculture are known to increase
nitrate levels in groundwater. Perchlorate contamination in the groundwater extracted
through the Company's wells, which resulted from the previous manufacturing operations,
has been an issue for West San Marin. Water treatment facilities have been provided by
Olin.

Recycled water is not available within the Company's service area.

WATER DEMAND

According to data provided by the Company, West San Martin Water Works extracted
303.03 acre feet in 2010. Existing average annual demand is 0.30 mgd.
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The Company primarily serves residential accounts; it does not have a water
conservation program. The largest demand is from the Corde Valle Golf Course for
domestic use and fire protection. This property encompasses nearly half of the Company's
service area.

WATER INFRASTRUCTURE AND FACILITIES

West San Martin Water Works provides groundwater treatment and water distribution
within its service area. The water system is comprised of 17 miles of pipelines, four storage
tanks, two pump stations, three wells, and three pressure zones. The total well pumping
capacity is approximately 1,000 gallons per minute.

Two of the company's wells have perchlorate treatment facilities provided by the Olin
Corporation. However, since 2008, water from only one well is being treated for the
perchlorate. Olin has been identified as the manufacturing operation that originally created
the perchlorate contamination.

West San Martin Water Works faces the same issues as other public water agencies in
South County, including rising costs and groundwater quality. It is treating contaminated
water through a system provided by the Olin Corporation.

Two of the wells had new pumps installed in 2004. Ninety percent of the Company's
customers are located in Pressure Zone 1.

The Company has four storage facilities (three 50- gallon tanks and one 400- gallon tank)
with a total capacity of 0.55 million gallons. The tanks were reported to be in good
condition. They were each cleaned and inspected in 2010. With this storage capacity, the
company is able to store a supply equal to 1.8 days of average day demand.

Shared facilities

As a private entity, West San Martin Water Works has limited opportunities to share
facilities. The company did not participate in the Perchlorate Working Group, due to the
fact that it settled with the Olin Corporation in exchange for treatment facilities.
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22. STANFORD UNIVERSITY

Stanford University chose not to participate in this version of the service review. The
University was included in the 2005 service review. For a description of Stanford
University's water utility, refer to the 2005 Countywide Water Service Review.
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23. SAN FRANCISCO PUBLIC

UTILITIES COMMISSION

TYPE AND EXTENT OF SERVICES

The San Francisco Public Utilities Commission ( SFPUC) is a department of the City and
County of San Francisco that provides water, wastewater and municipal power services to
the City of San Francisco. Under contractual agreements, 27 wholesale water agencies in
Alameda, San Mateo, and Santa Clara Counties also purchase water supplies from the
SFPUC. The 27 wholesale customers comprise the Bay Area Water Supply and Conservation
Agency (BAWSCA). The SFPUC's existing water supplies are from the Hetch Hetchy System
and the Local Bay Area Watersheds ( San Mateo Creek, Pilarcitos Creek and Alameda Creek
Watersheds). The SFPUC's Water System Improvement Program ( WSIP) currently
underway will have a significant impact on the water purveyors and rate payers within the
system's service area, providing greater reliability as well as long -term cost increases.

The SFPUC is not subject to the authority of Santa Clara LAFCO, and no determinations
have been included in this review. The information is provided in order to provide a
comprehensive overview of the water resources of Santa Clara County. SFPUC was last
reviewed in 2005 as part of the Countywide Water Service Review.

SFPUC wholesale customers in Santa Clara County include: 1) Santa Clara Valley Water
District 2) City of Milpitas, 3) City of Mountain View, 4) City of Palo Alto, 5) City of San Jose,
6) City of Santa Clara, 7) City of Sunnyvale, 8) Purissima Hills Water District and 9)
Stanford University.

Regional Capital Improvement Plan

In May 2002, the SFPUC approved a $3.6- billion Water System Improvement Program
WSIP) to repair, replace and seismically upgrade the system's infrastructure.
Approximately $715 million was designated for local projects within the City and County of
San Francisco; the majority, $2.9 billion, was for regional projects. The cost for the local
projects within San Francisco will be paid by retail customers within San Francisco; the
cost for the regional projects will be borne by retail customers in San Francisco as well as
the 27 water wholesalers within the three counties. The magnitude of this program and its
potential impact on regional water service led to four legislative actions.

First Assembly Bill ( AB) 2058 ( Papas) established the Bay Area Water Supply and
Conservation Agency ( BAWSCA) in 2003. This agency is the successor to the former Bay
Area Water Users Association and its 27- member Board of Directors includes a
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representative from each of the water wholesalers. BAWSCA is the only entity with the
authority to directly represent the interest of the water agencies that purchase water from
San Francisco on a wholesale basis. As such, it provides crucial oversight on SFPUC water
service facilities jointly with other local public agencies or on its own to carry out the
agency's purposes.

The second piece of legislation, Senate Bill (SB) 1879 (Speier) established the San
Francisco Bay Area Regional Water System Financing Authority. The Authority is a regional
organization with the power to raise money, if needed, to finance the regional system
improvements. BAWSCA provides administrative support to the authority.

The State Legislature passed a third piece of legislation, AB 1823 (Papan) in response to
increasing concern over accountability and schedule for the regional projects. AB 1823
requires the SFPUC to submit annual progress reports to the State Department of Health
Services, Seismic Safety Commission, and Joint Legislative Audit Committee on the
implementation of its capital improvement program. The legislation also requires SFPUC to
provide prompt notification of any changes in the scope and /or schedule of capital
projects.

Lastly, AB 2437 ( Ruskin) amended AB 1823 and was passed in July of 2008. This act
extended State oversight of the SFPUC's WSIP from December 31, 2010 to January 1, 2015
and requires San Francisco to identify in its annual progress report, any project that is
behind schedule, and, for each project identified, to describe its plan and timeline for
making up the delay or adopting a revised implementation schedule. The bill also updates
the name of the State Department of Health Services to California Department of Public
Health (DPH).

ACCOUNTABILITY AND GOVERNANCE

The SFPUC governing body consists of five members, nominated by the Mayor of San
Francisco and approved by the Board of Supervisors. Their responsibility is to provide
operational oversight in areas such as rates and charges for services, approval of contracts,
and organizational policy.

SFPUC meets on the second and fourth Tuesdays of each month. The meetings are held
in City Hall at 1:30 p.m., unless otherwise noticed. Coverage of the meetings can be seen
live via streaming video.

POPULATION AND PROJECTED GROWTH

SFPUC estimates that there were 856,095 residents in its retail service area. In

addition, its wholesale customers serve approximately 1.75 million residents. SFPUC
projects that the population within its retail service area will increase by approximately 12
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percent by 2035, and the population served by its wholesale customers will increase by 21
percent over the next 25 years.

FINANCING

The Water Enterprise accounts for the activities of SFPUC's water utility operations and
is engaged in the distribution of water to the City and certain suburban areas. The
enterprise recovers costs of service through user fees. Service to wholesale customers is
provided pursuant to the 25 -year Water Supply Agreement which establishes the basis for
determining the costs of wholesale service.

SFPUC charges wholesale customers a flat monthly meter charge and a rate based on
usage. In FY 10 -11, wholesale customers paid a rate of $1.90 per 100 cubic feet (ccf). For
FY 11 -12, SFPUC raised its rates to $2.63 per ccf. Additional rate increases are anticipated
over the next 10 years. The increases are attributed to SFPUC's significant $4.3 billion .
capital improvement program intended to make its water system more reliable in the event
of an earthquake or other disaster.

In addition, SFPUC initiated an environmental enhancement surcharge (EES) for agency
purchases of water in excess of their allotted amount. The surcharge is to be in effect
beginning in FY 11 -12 through FY 17 -18. The EES is based on each agencies' water use in
million gallons per day. If the entire Hetch Hetchy regional system uses more than 265
mgd, then those agencies over their supply assurance will pay a surcharge based on arate
of $850,000 per mgd over the supply assurance.

Water System Improvement Proeram

The WSIP program budget and schedule were originally adopted by the SFPUC on
March 1, 2003. The original program cost was $3.6 billion. The scope of the program was
changed significantly following the adoption of Levels of Service (LOS) goals in early 2005.
The program changes were so substantial that the program was renamed the WSIP and a
new program budget, known as the "baseline budget" of $4.3 billion, was adopted on
November 29, 2005. Since then, the WSIP budget has been revised twice, in 2007 and
2009.

The approved December 2007 revised budget adopted in February 2008 increased the
budget to $4.392 billion, a $49.16 million variance. This increase was due to the need to
compensate for the additional resources needed to address real estate requirements ( land
acquisition and encroachment removal) and complete delivery activities ( program
management project management and environmental review /permitting /mitigation).

The approved June 2009 revised budget, which was adopted in July 2009, increased the
budget to $4.6 billion, a $194 million variance. Significant cost increases in two projects,
the Harry Tracy Water Treatment Plant Long Term Improvements Project (+ $183 million)

SAN FRANCISCO PUBLIC UTILITIES COMMISSION 431



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

and the Calaveras Dam Replacement Project (+ $ 102 million), account for the overall
budget increase.

As of February 5, 2011, the forecasted cost for the regional program is $4.442 billion,
which indicates that cumulatively the projects are anticipated to be $175 million under
budget.

To date, $4.586 billion has been appropriated for the WSIP and the program has
expended or encumbered approximately $2.9 billion through March 21, 2011.

During the last few years, the WSIP has benefited from a very favorable bidding climate
due to the limited amount of infrastructure work advertised in the last few years. Since
2005, the WSIP has realized $364 million or 19 percent in savings for awarded
construction contract work (awarded contracts lower than total amount budgeted for that
work). Although there have been significant savings with construction contracts, the
program has encountered a number of challenges in the field which have resulted in
project cost increases. For instance, construction of some improvements has been impacted
by differing site conditions, archeological discoveries and contaminated soil and
groundwater.

The SFPUC projects the Wholesale Revenue Requirement to grow from $188.8 million
in fiscal year 2011 -12 to $311.9 million in fiscal year 2017 -18 when debt service impacts
are fully realized. Of that $123.1 million increase, over 78 percent is a result of debt service
associated with WSIP.

A majority of the SFPUCs water supply comes from the Hetch Hetchy watershed (85
percent) with a majority of the remainder coming from the Alameda and Peninsula
watersheds. SFPUC makes minimal use of groundwater in the Castlewood and Sunol areas
within its retail service area. SFPUC does not presently make use of recycled water, but
plans to initiate use of recycled water by 2015.

The Hetch Hetchy watershed, an area located in Yosemite National Park, provides
approximately 85 percent of San Francisco's total water needs. Spring snowmelt runs
down the Tuolumne River and fills Hetch Hetchy, the largest reservoir in the Hetch Hetchy
water system. This surface water in the Hetch Hetchy Reservoir is treated, but not filtered
because it is of such high quality.

Together the Alameda and Peninsula watersheds produce about 15 percent of the total
water supply. The Alameda watershed, located in Alameda and Santa Clara Counties,
contributes surface water supplies captured and stored in two reservoirs— Calaveras and
San Antonio. The Peninsula watershed in San Mateo County contributes surface water
supplies captured and stored in lower and upper Crystal Springs and San Andreas
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Reservoirs and in two smaller reservoirs (Pilarcitos and Stone Dam). The six reservoirs in
the Alameda and Peninsula watersheds capture rain and local runoff. Some also store Hetch
Hetchy water for use by San Francisco. These local water sources are treated and filtered
before delivery.

Two turnouts from the South Bay Aqueduct of the California State Water Project can
supply limited supplemental water to the regional water system. The SFPUC, however,
currently does not possess entitlements to water from the State Water Project.

The amount of water available to the SFPUC is constrained by hydrology, physical
facilities, and the institutional parameters that allocate the water supply of the Tuolumne
River. Due to these constraints, the SFPUC is very dependent on reservoir storage to
maximize the reliability of its water supplies. More importantly, reservoir storage provides
water supply carry -over capability. During dry years, the SFPUC has a very small share of
Tuolumne River runoff available and the local Bay Area watersheds produce very little
water. Reservoir storage is critical during drought cycles because it enables the SFPUC to
carry -over water supply from wet years to dry years.

Deliveries from the regional water system watersheds are limited to an average annual
flow of 265 million gallons per day (mgd) through 2018. As a decision on future water
deliveries beyond 2018 has not yet been made, the 2010 UWMP assumes that the 265 mgd
supply limitation extends to 2035.

Drought Allocations

In July 2009, in conjunction with the "Water Supply Agreement between the City and
County of San Francisco and Wholesale Customers in Alameda County, San Mateo County
and Santa Clara County" (WSA), the wholesale customers in Santa Clara County, along with
other wholesale customers and the City and County of San Francisco adopted a Water
Shortage Allocation Plan (WSAP) to allocate water from the regional water system during
system -wide shortages of up to 20 percent ( the "Tier One Plan "). The Tier One Plan

replaced the prior Interim WSAP, adopted in 2000. The Tier One Plan also allows for
voluntary transfers of shortage allocations between SFPUC and any wholesale customer
and between wholesale customers themselves. In addition, water "banked" by a wholesale
customer, through greater than required reductions in usage, may also be transferred.
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Tier One Drought Allocations

The Tier One Plan, which allocates water between San Francisco and the wholesale

customers collectively, distributes water based on the level of shortage shown in Figure 23-
1 as follows:

Reduction

Tier Two Drought Allocations

The wholesale customers have negotiated and adopted the " Tier Two Plan," the second
component of the WSAP which allocates the collective wholesale customer share among
each of the 27 wholesale customers. This Tier Two allocation is based on a formula that

takes multiple factors into account for each wholesale customer, including:

Individual Supply Guarantee;

Seasonal use of all available water supplies; and

Residential per capita use.

The Tier Two Plan requires that the allocation factors be calculated by BAWSCA each
year in preparation for a potential water shortage emergency. The Tier Two Plan will
expire in 2018 unless extended by the wholesale customers.

WATER DEMAND

Approximately one - third of SFPUC delivered water goes to retail customers in San
Francisco, while wholesale deliveries to 27 suburban agencies in Alameda, Santa Clara, and
San Mateo counties comprise the other two- thirds. Of the 27 Wholesale Customers, 14
derive 100 percent of their water from SFPUC.

Water use within San Francisco is currently below historic consumption. Both the total
consumption and the per capita use of water have been on a general decline in San
Francisco since the mid- 1970s. Many factors have contributed to this reduction in water
use, including significant changes to the mix of industrial and commercial businesses and
their associated water demand, and the general characteristics of water use by San
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0% 30.6% 69.4%

5% or less 35.5% 64.5%

6% through 10% 36.0% 64.0%

i 11% through 15% 37.0% 63.0%

16% through 20% 37.5% 62.5%

Source BAWSCA, Logg -term Reliable Water Supply Strategy Phase I Scopigg Report, p. ES- 1.

Tier Two Drought Allocations

The wholesale customers have negotiated and adopted the " Tier Two Plan," the second
component of the WSAP which allocates the collective wholesale customer share among

each of the 27 wholesale customers. This Tier Two allocation is based on a formula that

takes multiple factors into account for each wholesale customer, including:

Individual Supply Guarantee;

Seasonal use of all available water supplies; and

Residential per capita use.

The Tier Two Plan requires that the allocation factors be calculated by BAWSCA each
year in preparation for a potential water shortage emergency. The Tier Two Plan will

expire in 2018 unless extended by the wholesale customers.

WATER DEMAND

Approximately one - third of SFPUC delivered water goes to retail customers in San
Francisco, while wholesale deliveries to 27 suburban agencies in Alameda, Santa Clara, and

San Mateo counties comprise the other two- thirds. Of the 27 Wholesale Customers, 14
derive 100 percent of their water from SFPUC.

Water use within San Francisco is currently below historic consumption. Both the total
consumption and the per capita use of water have been on a general decline in San

Francisco since the mid- 1970s. Many factors have contributed to this reduction in water
use, including significant changes to the mix of industrial and commercial businesses and
their associated water demand, and the general characteristics of water use by San
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Francisco water customers. In particular, the severe droughts of 1976 -77 and 1987 -92,
changes in plumbing codes, and conservation programs ( either voluntarily embraced by
residents and businesses or mandated by San Francisco), have apparently affected water
demands.

In 2010, total SFPUC retail water use Was 77.7 mgd. Results of the water demand
forecasts show that SFPUC's in -City retail water demand will only slightly increase, even
though the household population in San Francisco is expected to increase by nearly 12
percent for the same period (2010 through 2035). The projected increase in in -City retail
water demands is due to estimated growth in business and industry, which will translate
into a commensurate increase in water use. The expected increase in water use in the non-
residential sector, however, is expected to be partially balanced by decreases in water use
in the residential sector.

In 2010, SFPUC supplied 149.5 million gallons per day to its wholesale customers. For
the purposes of the supply and demand comparisons in the SFPUC's UWMP, it is assumed
that the present 265 mgd supply limitation extends beyond 2018. Projected Wholesale
Customer demands have been limited to 184 mgd. Prior to 2018, this 184 mgd includes the
demands of San Jose and Santa Clara. After 2018, subject to the process requirements for
interruption or reduction of supply provided in the WSA, the SFPUC will continue to supply
water to San Jose and Santa Clara on a temporary, interruptible basis pending a decision by
SFPUC, as to whether to make San Jose and Santa Clara permanent customers of the
regional water system.

Based on analysis of supply availability during drought years, SFPUC has determined
that at current delivery levels, the SFPUC regional water system can be expected to
experience up to a 25 percent shortage 15 to 20 percent of the time during multiple -year
drought sequences. Therefore, SFPUC is faced with the necessity to develop a long -term
strategy to accommodate or rectify the potential of future water shortages throughout its
wholesale and retail operations. In order to mitigate the impact of any long -term drought
scenario, SFPUC is using the WSIP to secure water supply during these periods, and limit
any shortage to less than 20 percent of normal year supply.

WATER INFRASTRUCTURE ARID FACILITIES

The SFPUC water system consists of over 280 miles of pipeline, over 60 miles of
tunnels, 11 reservoirs, 5 pump stations, and 2 water treatment plants located outside the
City (the regional water system) and over 1,250 miles of pipeline, 12 reservoirs, 9 storage
tanks, and 17 pump stations 1 located within the city limits (the in -City distribution
system).

SFPUCs main water source is the Hetch Hetchy Reservoir. Water is delivered through a
167 -mile gravity fed system to customers in Alameda, Santa Clara, San Mateo and San
Francisco counties. The system was constructed in the 1920's with the first water
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deliveries occurring in 1934. The system crosses three major earthquake faults and
includes concrete and earthen dams, tunnels, reservoirs, and four major pipelines
connecting the East Bay to the Peninsula .(two cross the San Francisco Bay near the
Dumbarton Bridge and two extend around the bay edge through portions of southern
Alameda County, northern Santa Clara County and into San Mateo County). The age of the
system, the geography, and the lack of capital improvements over the years has caused
increasing concern about the integrity of the system and its reliability in the event of a
major earthquake or other natural disaster.

The Alameda System includes two reservoirs, San Antonio Reservoir and Calaveras
Reservoir, which collect water from the upper Alameda and San Antonio Creek watersheds
in Alameda County plus conveyance facilities connecting the Hetch Hetchy System and
Alameda water sources to the Peninsula System. The Sunol Valley Water Treatment Plant

SVWTP) filters and disinfects water supplied from San Antonio and Calaveras Reservoirs.
The Peninsula System includes conveyance facilities connecting the regional system to the
in -City distribution system and to other SFPUC customers on the Peninsula. The Harry
Tracy Water Treatment Plant (HTWTP) filters and disinfects water supplied from Crystal
Springs and San Andreas Reservoirs before it is delivered to the Peninsula customers and
the in -City distribution system.

WSIP Update

Since 2005, significant progress has been made on the WSIP with only 16 of the 86
projects yet to reach construction. As of February 5, 2011, construction is ongoing on
almost $2 billion worth of projects and construction will be initiated on three additional
projects worth nearly $900 million within the first half of the year. Currently the WSIP is 39
percent complete ( based on expenditures to date) with 44 of the program's 86 projects
being completed. A total of 60 construction contracts have been awarded between 2005
and 2011 with atotal value of $1.6 billion.

As of February 5, 2011, of the 46 WSIP regional projects, 15 projects with a total value
of $183 million, are in close out or have been completed. Eighteen regional projects with a
total value of $36 million are currently in construction and three regional projects with a
total value of $876 million are in the bid and award phase, just a few month away from
entering construction. Only two projects remain in the planning phase and four projects
remain in the design phase with total values of $36 million and $202 million, respectively.
Of the six projects that have yet to reach construction, four are seismic reliability projects.
Finally, four projects with a total value of $379 million are in multiple phases. The current
projected completion date for the WSIP regional program is December 2015.

AB 1823 mentions nine specific projects to be completed as part of the capital
improvement program. Significant progress has been made on the implementation of
those projects. The status of these projects as of February2011 is shown in Figure 23 -2.
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Crystal Springs Pump CS -SA Transmission
06 -07 -13 Construction

Station &Pipelines Upgrade

BDPL Reliability
Upgrade — Pipeline East Bay :12 -09 -11 Construction

BDPL 1 &2— Repair of BDPL No. 51
Peninsula: 02 -11 -12

Caissons /PipeBadge RDPL Reliability
Upgrade — Tunnel(Bay 03 -02 -15 Construction

Tunnel)

BDPL Pipeline
Seismic Upgrade of Bid &Award

Upgrades at Hayward
BDPL Nos. 3 &4

0418 -14
NTP: March 2012)Fault

Crossings Fault
Alameda Siphon #4 09 -01 -11 Construction

Crossing Upgrade

Crystal Springs Bypass New Crystal Springs 05 -27 -11 Construction
Pipeline Bypass Tunnel

BDPL Cross BDPL Nos. 3 &4
08/15/12 Construction

Connections 3 & 4 Crossovers

Conveyance Capacity
San San Joaquin PipelineJo

ContractA: 11 -27 -11 Contract A: Construction

West of Irvington
System

Contract B: 09 -18 -12 Contract B: Construction

Tunnel Contract C: 06 -09 -13 Contract C: Bid &Award

Calaveras Dam Seismic Calaveras Dam
05 -01 -15

Bid &Award

Improvements Replacement NTP: August 2011)

WSIP Schedule

The overall program completion date adopted as part of the November 2005 Baseline
Schedule was June 2014. That schedule was based on the extent of project and program
definition available at the time. The current forecast for the Regional Program completion
date is December 2015, which is consistent with the Approved June 2009 schedule. The
SFPUC will seek approval from SFPUC for a revised WSIP budget and schedule in July 2011.
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24. BAY AREA WATER SUPPLY

AND CONSERVATION AGENCY

The Bay Area Water Supply and Conservation Agency ( BAWSCA) was formed in 2003
by a special act of the Legislature to represent the interests of the 26 cities and water
districts, and two private utilities in Alameda, Santa Clara and San Mateo Counties that
purchase water on a wholesale basis from the San Francisco Public Utilities Commission
SFPUC) regional water system. The Agency does not own or manage any infrastructure
nor provide any water supply.

BAWSCA is not under the jurisdiction of LAFCO; therefore, no determinations have been
included in this review. The information is provided in order to ensure a comprehensive
review of Santa Clara County's water resources and related agencies. The Agency was last
reviewed in 2005.

BAWSCA members in Santa Clara County include: 1) City of Milpitas, 2) City of
Mountain View, 3) City of Palo Alto, 4) City of San Jose, 5) City of Santa Clara, 6) City of
Sunnyvale, 7) Purissima Hills Water District and 8) Stanford University.

TYPE AND EXTENT OF SERVICES

BAWSCA is the successor to the former Bay Area Water Users Association, formed in
1958. Each of the 26 wholesalers in Alameda, Santa Clara and San Mateo Counties receiving
water from the SFPUC system is automatically eligible as a member of the agency. The total
service area represented encompasses 460 square miles. BAWSCA's current programs
include water contract administration, capital improvement program oversight, financial
analyses, and water resources planning.

BAWSCA represents the SFPUC wholesalers' common interest, providing greater
collaboration and efficiency in oversight of this source of supply, particularly at a policy
level. In light of the ongoing concern regarding the status and progress of the SFPUC
Regional CIP, BAWSCA contracted with an independent engineering consultant to review
the SFPUC CIP budget and program expenditures.

All of SFPUC's wholesale contracts expired in 2009. BAWSCA renegotiated a master
contract with SFPUC on behalf of its members and each of the wholesalers has an

individual contract directly with SFPUC per the terms and conditions of the master
agreement. One critical area in which BAWSCA has been instrumental is establishing an
appropriate water supply allocation among the agencies during drought periods. The prior
master agreement contained a default for water allocations during drought that did not
encourage water conservation and was not in the best interests of the individual service
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areas in the region. BAWSCA successfully negotiated a new water shortage allocation
agreement that was approved by all the governing boards and provides greater reliability
to the wholesalers and San Francisco.

Environmental compliance for the SFPUC Capital Improvements Program requires that
a program EIR be prepared. As part of this analysis, detailed water use projections for each
agency were prepared with the assistance of BAWSCA. The data has been published in
three technical studies:

1) SFPUC Wholesale Customer Water Demand Projections;

2) SFPUC Wholesale Customer Water Conservation Potential; and

3) SFPUC Wholesale Customer Recycled Water Potential.

The combined results of these technical studies for the wholesale and retail service

areas along with projected purchase estimates in 2030 are presented in a final technical
report entitled "2030 Purchase Estimates Technical Memorandum."

The Agency also provides water conservation services for its member agencies. The
services provided complement those of the SCVWD but do not duplicate activities or cost.
The program is designed by BAWSCA's member agencies and is provided through
contractors. The charge to the participating agencies covers the cost of the program as well
as BAWSCA's administrative time.

ACCOUNTABILITY AND GOVERNANCE

BAWSCA is governed by a 26- member Board of Directors serving four -year terms.
Twenty -four of the Directors are appointed by the governing bodies of the public agencies
that are members of BAWSCA. In addition, the Santa Clara County Board of Supervisors
appoints a Director from the Stanford University service area, and the San Mateo County
Board of Supervisors appoints a Director from the California Water Service Company
service area.

The Board meets bimonthly on the third Thursday at 7 in the evening in Foster City.
Meeting notices and agendas are distributed by email, posted on BAWSCA's website, and
circulated to the city clerks, clerks of the board and district secretaries for posting.
BAWSCA also maintains a website that contains detailed information on the Agency and its
current projects and programs.

In June 2004, the Board Policy Committee was formed to carry out the functions of
advising the general manager and Board on matters of policy. Its composition fully reflects
that of the Board —large and small water agencies, cities, water districts, private utilities,
and the three counties.
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MANAGEMENT AND STAFFING

The Agency operates with seven staff members —one executive /management and six
professional /support personnel.

POPULATION AND PROJECTED GROWTH

The Agency serves about 1.7 million people, as well as businesses and community
organizations in Alameda, Santa Clara and San Mateo Counties who depend on the San
Francisco Bay Area regional water system.

FINANCING

BAWSCA is funded through assessments of each of its member agencies, based on a
percentage of each agency's annual budget. The percentage is proportionate to the amount
of SFPUC water used in FY 00 -01. Assessment rates are reviewed annually. In addition to
assessment revenue, BAWSCA has been successful in pursuing grant funding in the past.
The Agency was awarded a $240,000 grant by the State Department of Water Resources in
FY 03 -04. The last independent audit was conducted in July 2010. The Agency's financial
summary for FY 09 -10 is shown in Figure 24 -1.

Figure 24 -1: Revenues and Expenditures FY 09 -10

Agency revenues generally exceed
expenditures in any given year. In FY
09 -10, the Agency's net income was Inco'the
219,125. Net assets at the beginning

Assessments

of FY 09 -10 were $868,205 and grew
other

to $1,087,330 by the end of the same
Totallncome

fiscal year. Unrestricted net assets at Expenses
the end of FY 09 -10 equated to almost

Expenses

six months of operating expenditures. 
Capital Improvements

Total Expenses

BAWSCA does have the authority
to issue bonds, however it currently has no long -term debt.

WATER SUPPLY

2,516,816 99%

37,645 1%

2,554,461 100%

2,329,844 99.8%

5,492 0.2%

2,335,336 100%

219,125

BAWSCA has the statutory authority to plan for and acquire supplemental water
supplies and to encourage water conservation and use of recycled water supplies on a
regional basis. Water supply reliability is one of BAWSCA's key goals.

The Interim Water Shortage Allocation Plan is an agreement between BAWSCA agencies
and SFPUC to eliminate contractual penalties to conservation during times of drought. The
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plan clarifies how water is to be shared between SFPUC and BAWSCA entities, and how
water is shared among the BAWSCA agencies. It also allows for water banking by agencies
that use less than their allowance, and allows transfer of banked water among the parties.

To ensure water supply reliability on the Tuolumne River, the primary source of water
for the SFPUC regional water system, BAWSCA is a stakeholder in the Tuolumne River
Technical Advisory Committee. The Committee is responsible for implementing river
restoration projects on the Lower Tuolumne River to enhance habitat for spawning
Chinook salmon.

WATER INFRASTRUCTURE AND FACILITIES

The Agency does not own or manage any infrastructure.

Shared facilities

BAWSCA is a party to several MOUs, including the Bay Area Water Agencies Coalition
BAWAC) and the Integrated Regional Water Management Plan. BAWSCA and six other
agencies participate in the activities of BAWAC, which funds and conducts studies on
various issues.

BAWSCA participates in the insurance pools offered by the California Special Districts
Association, ACWA and CalPers.

BAWSCA provides administrative support for the San Francisco Bay Area Regional
Water System Financing Authority created by SB 1870. The Authority can serve as the
means to issue revenue bonds to finance the regional system improvements.

120 2002 Water Code §81600 et seq.
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25. SMALL COMMUNITY WATER

SYSTEMS

OVERVIEW

There are a number of mutual water companies ( MWCs) and privately -owned water
systems providing service within the County. They are an important component in the
overall provision of water service in the County, but are not under LAFCO's jurisdiction.
Mutual water companies ( also called water companies, cooperative company, water
system, water association, and water works) are a legal entity with no specific requirement
for the size of the system or number of connections. It essentially means that there are
shared interests in the water system and service by customers of the system.

Water systems may also be investor owned, meaning that the owners, whether it be an
individual or group, are not customers of the water system. These investor owned systems
are regulated by the California Public Utilities Commission ( CPUC). The focus in this
chapter is on community water systems that serve a non - transient residential population.

Various operations and activities of these water systems are regulated by several
agencies depending on size (number of connections and population served), water source,
and ownership. The primary regulators for health purposes are the County Department of
Environmental Health ( DEH) for systems consisting of five to 14 connections and the
California Department of Public Health (DPH) for systems of greater than 15 connections.
Systems of four or less connections are not regulated by a public health agency. A system
may be regulated by both CPUC and a public health agency; the two are not mutually
exclusive. For more details on the regulation of water systems, refer to the Regulation of
Water Providers section in Chapter 2 of this document.

SMALL WATER SYSTEMS IN SANTA CLARA

Per the records of DPH and the Santa Clara County DEH, there are 100 water systems
that serve non - transient residential communities in Santa Clara County of five or greater
connections. This excludes institutional systems and RV Parks. Of these systems, 60 have
five to 14 connections, and 40 with 15 or more connections.

Since 2005, two mutual water companies are no longer in operation. Chiri Ranch
Estates MWC split up into individual well connections, and Redwood MWC was purchased
by San Jose Water Company in 2006. DPH currently regulates two additional MWCs than in
2005 — Valley View Ranches MWC and Emerald Valley Estates MWC.
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CPUC regulates four small water systems in Santa Clara County— Mecchi Water
Company, Idylwild Water System, Klein Homes Water Company, and Twin Valley Water
Company, Inc. The complete list of current mutual water companies and mutually owned
small water systems, their locations, number of connections and regulatory authorities are
shown in Figure 25 -1.

Figure 25 -1: Small Community Water Systems in Santa Clara County

Aborn Heights Water Mutual Association Lazy Lane, San Jose
8Alamo Farms Mutual Water Company Travis Court Gilroy

DEBAlram Mutual Water Company Cinnabar Hills Road, San Jose

15

Amberwood Ln. Water Company Amberwood Lane, Morgan Hill

DEB

ngelo Lane Water Company Canada Road, Gilroy

38

Arlen Cf. Mutual Water Company Arlen Court, East San Jose

DEB

rlington Mutual Water Company Arlington Court at E. Middle

10

Arrowhead Cooperative Company Rolling Hills Road, Saratoga

DEB

3aughman Water System Monterey Road, Morgan Hill

27

Bella Madeira Mutual Water Company Casa Madeira Lane

DEB

3lossomwood Mutual Water Company Daugherty Avenue, Morgan Hill

6

Blue Oaks Water System Blue Oaks Road & Wild Turkey, Los Gatos

DEB

3rush and Old Well Mutual Water Company Brush Road, Los Gatos

12

Burchell Road Water Company Burchell Road, Gilroy

DEH

all of the Wild Water Works Call of the Wild Road, . Los Gatos

6

Canada Rd. Water System Canada Road, Gilroy

DEB

andV Ranch Mutual Water Company Center Avenue &Dias Drive

8

Chaboya Hills Est. Mutual Water Company Chaboya Ct

DEB

hemeketa Park Mutual Water Company Comanche Trail, Los Gatos

Chiala Water System Hill Rd & Tennant Ave

hiri Sweet Water Company Leann & Maple Avenue, Morgan Hill

Dayland Water Company Lucky Court, Gilroy

Jeep Hole Water Association Godfrp &Ferguson

Deer Hill Mutual Water Company Barnard Road, Morgan Hill

3merald Valley Mutual Water System Melchior &Day Road, Gilroy
Espana Mutual Water Company Paquita Espana Court, Morgan Hill
ist.of Paradise Valley Water Company Louis Holstrom Drive

Fagole Water System Tourney Road, Los Gatos
Notes.

DEB - Santa Clara County Deparchent of Environmental Health, DPH - California State Departrnent of Public Health,PEC

19 DPH

8 DEB

7 DEB

6 DEB

15 DPH

11 DEB

8 DEB

38 DHS

7 DEB

12 DEB

10 DEB

8 DEB

29 DPH

27 DPH

8 DEB

6 DEB

6 DEB

11 DEB

143 DPH

12 DEB

8 DEH

6 DEB

6 DEB

14 DEB

13 DEB,DPH

8 DEB

6 DEB

6 DEB

California Public Utilities
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Figure 25 -1: Small Community Water Systems in Santa Clara County (continued)

Far -Vue Mutual Water Company Far -Vue Lane & Denevi Lane, Los Gatos 8 DEB

Foothill Mutual Water Company San Martin 15 DPH

Golden Heights Mutual Water Company Roop Road& Via del Oro, Gilroy 20 DEH,DPH

Green Acres Mutual Water Green Acres Court, Morgan Hill 18 DPH

Green Mountain Water Company Armsby Lane, Morgan Hill 49 DPH

Happy Acres Mutual Water Company Campisi Court, Gilroy 78 DPH

Howell Water System Elege Road off Black Road, Los Gatos 6 DEB

Idylwild Water System Old Santa Cruz Highway, Los Gatos 43 DPH,PUC

Jean Ellen Mutual Water Company Jean Ellen Drive, Gilroy 8 DEB

Jefferson Drive Mutual Water Company Jefferson Drive, Gilroy 6 DEB

Kell Park Mutual Water Company Kell Court, Morgan Hill 12 DEB

Kennon Water Company
Lake Canyon Mutual Water Company

Top of the Hill Court, Los Gatos
Manzanita Drive, Los Gatos

48

56

DPH

DPH

Landmark Mngmt Water System Thompson Road, Los Gatos 8 DEB

Lee's Orchard Water System 1000 Old Piedmont Road, Milpitas 13 DEB

Lena Ave. Mutual Water Company Lena Avenue, Gilroy 9 DEB

Lilac Ln. Water Company 1910 Lilac Lane, Morgan Hill 14 DEB

Little Kennon Water Company Sky Lane, Los Gatos 7 DEB

Live Oak Creek Mutual Water Company New Avenue, Gilroy 12 DEB

Los Ranchos De Uvas Water Company Calle Uvas, Gilroy 22 DPH

Main Ave. Mutual Water Company Alper Drive, Morgan Hill 8 DEB

Maria Lane Mutual Water Company Maria Lane, Saratoga 12 DEB

Mecchi Water Company Crowner Avenue, San Martin 26 DPH,PUC

Melody Woods Water Company

Mireval lmprovementAssociation
Melody Lane, Los Gatos

Paseo Carmelo, Los Gatos

54

15

DPH

DPH

Mountain Springs Mutual Water Company Old Santa Cruz Highway, Los Gatos 17 DPH

Mt. Eden Mutual Water Company Mt. Eden Road, Saratoga 46 DPH

Mt. Pleasant Water Users Association Not Reported 70 DPH

Murphy Mutual Water Company Whiskey Hill, Drive, Gilroy 7 DEB

New Avenue Mutual Water Company New Avenue& Roop Road, Gilroy 96 DPH

No -Name Burchell Mutual Water Company Burchell Road, Gilroy 6 DEB

Oakmont Mutual Water Company Not Reported 24 DPH

Oaksprings Water Company Oaksprings Circle, Gilroy 8 DEB

Oaktree Estates Mutual Water Company Sugarbabe Drive, Gilroy 10 DEB

Osborne Cf. Water System Bowden Court, Morgan Hill 8 DEB

Paradise Oaks Mutual. Water Company Edmondson Court Morgan Hill 7 DEB

Peacock Cf. Mutual Water Company Peacock Court, Cupertino 11 DEB

Notes

CEH - Santa Clara County Departrnent of Environmental Health, DPH - California State Departrnent of Public Health, PUG - California Public U41roes Commission
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Figure 25 -1: Small Community Water Systems in Santa Clara County (continued)

lPinecrest Water System Pinecrest Drive, San Martin 6 DEB

Quad Creek Estates Mutual Water Company Not Reported 18 DPH

Rancho de Lomas Mutual Water Company Celle Moniz &Peebles Avenue, Morgan Hill 12 DEB

Rancho Robles Mutual Water Company Not Reported 35 DPH

Rancho Vista Water System Rancho Vista Court, Gilroy 8 DEH

Rockwood Ranch Estates Mutual Water Compar Oak Glen& Chesbro Lk Drive, Morgan Hill 10 DEH

lRoseview Heights Mutual Water Company Crothers Road, San Jose 49 DPH

Rucker Avenue Mutual Water Company Rucker Avenue, Gilroy 6 DEH

San Martin Foothills Water Company Vincent Drive, San Martin 40 DPH

Santa Teresa Meadows Water Company Lantz Drive, Morgan Hill 21 DPH

Saratoga Heights Mutual Water Company Not Reported 83 DPH

Schramm Mutual Water Company 100 Benetta Lane, Gilroy 6 DEH

Shady Lane Mutual Water Company Drysdale Drive & Dumtree Lane, Los Gatos 15 DPH

Shannon Heights Mutual Water Company Shannon Heights Road, Los Gatos 10 DEB

IShawana Water Company New Avenue, San Martin 6 DEB

Sheldon Rd. Water Company Sheldon Road, Los Gatos 8 DEH

Sierra Road lmprovementAssociation , Inc Sierra Road, San Jose 48 DPH

Six Water Works Denio Avenue &Malo Court, Gilroy 6 DEB

1Skylane Mutual Water Company Sky Lane, Los Gatos 9 DEB

Spring Ave. Mutual Water Company 632 Sprm; Avenue, Morgan Hill 7 DEB

Spring Creek Lane Mutual Water Company Spring Creek Lane, San Jose 8 DEH

Spring Valley Heights Mutual Water Company Vista Spring Court, Milpitas 19 DEH,DPH

IStonebridge Mutual Water Company Stonebridge Drive, Morgan Hill 15 DEB

Sullivan Mutual Water Company Scheller Avenue, Morgan Hill 16 DPH

ISweigert Rd. Water Company Sweigert Road, San Jose 6 DEH

Terri Lynn Water System Terri Lynn Court, Gilroy 12 DEB

Three Springs Ranch Mutual Water Company Three Springs Road, ML Hamilton 31 DPH

Twin Creeks Properties Alamitos Road, San Jose 51 DPH

Twin Valley Water Company Inc. Sycamore Drive, Morgan Hill. 83 DPH,PUC

Valley View Ranches Mutual Water Company Fitzgereld Avenue & Green Valley Drive, Gilroy 15 DEB

jVelladao Mobile Home Park Not Reported. 27 DPH

lVista del Lago Mutual Water Company De Pauld Circle, Gilroy 11 DEB

Vista Grande Water Users Association Montevina Road, Los Gatos 24 DPH

Walnut Hills Mutual Water Company Merkley Row Street, San Jose 6 DEB

Whispering Oaks Water Company Whispering Oaks Drive, San Jose 12 DEH

Notes

DEH - Santa Clara County Department of Environmental Health, DPH - California State Department of Public Health, PUC - California Public Utilities Commi
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CONTAMINATION CHALLENGES

All entities extracting
groundwater are required to pay
the pumping tax imposed by the
SCVWD because they benefit from
the groundwater management
services provided by the District.
Smaller mutual water companies,
privately operated systems, and
individual well owners typically do
not have the facilities to treat

groundwater other than

disinfection at the wellhead. When

these systems are impacted, they
often seek the assistance of a

larger public or private provider in
the area that could extend service.

DPH encourages small water
systems to merge with larger
providers.

The issue is particularly critical
in the South County region where
groundwater quality is impacted.
Although the perchlorate
contamination appears to be
lessening, some water systems still
face challenges with nitrates and
septic systems near their wells.
For example, San Martin County
Water District has received

inquiries from neighboring mutual
water companies that would like
to connect their water systems to
the Districts due to contamination

issues.

Figure 25 -2: Contamination in Small Water Systems

Happy Acres Mutual Water Company

New Avenue Mutual Water Comoanv

Green Mountain Water Coronary

Melodv Woods Water Comoanv

Rancho Robles Mutual Water Company

Thee Springs Ranch Mutual Water Company

Santa Teresa Meadows Water Company

Sullivan Mutual Water Comoanv

Vista Grande Water Users Association

Spring Valley Heights Mutual Water Company

I Angelo Lane Water Comoanv

Los Ranchos de Uvas Water Comoanv

Green Acres Mutual Water Company

Burchell Road Water Company

San Martin Foothills Water Company

Meccha Water Comoanv

Ahern Heights Mutual Water Company

Shady Lane Mutual Water Company

Mountain Springs Mutual Water Company

Foothills Mutual Water Company

Twin Valley Water Company Inc

Manganese
Radium- 228

Aloha Particle Activity

Aloha Particle Activity

Manganese

Alpha Particle Activity
Arsenic

Alpha Particle Activity

Alpha Particle Activity
Lead

Aloha Particle Activity

Trihalomethanes*

Bromodichlo ro methane

Chloroform

Dibromo chloromethane

Dichloroaceric acid

Haloacetic acids

Thrichloracetic acid

Alpha Particle Activity
Radium -228

Manganese

Aloha Particle Activity

Asbestos*

Alpha Particle Activity
Lead

Radium- 228

Radium -228*

Aloha Particle Activity

Aloha Particle Activity

Alpha Particle Activity
Radium - 228

Dichloroacetic acid

Chloroform

Bromodichlo ro methane

Dibromo chloromethane

Trihalomethanes

Radium - 228

Alpha Particle Activity
Bromodichlo ro methane

Dibromo chloromethane

Barium

Nitrate*

Alpha Particle Activity
Arsenic

Radium - 228

Alpha Particle Activity
Lead

Source The Environmental Working Group

Note *Above le ®I limit

According to the

Environmental Working Group, a national public health nonprofit, there are a number of
small private water systems and mutual water companies in Santa Clara County that have
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contaminated water supply. Individual systems and specific contaminants that are below
legal limit but above the recommended healthy limit are shown in Figure 25 -2. There are
four systems that contain contaminants above the legal limit —Vista Grande Water Users
Association ( Trihalomethanes), Green Acres Mutual Water Company ( Asbestos), San
Martin Foothills Water Company ( Radium -228), and Foothill Mutual Water Company
Nitrate).
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26. RECYCLED WATER

Recycled water is produced at four wastewater treatment plants —one in the South
County and three in the North County. Wastewater from Gilroy and Morgan Hill is treated
at the South County Regional Wastewater Authority facility in Gilroy. In northern Santa
Clara County, recycled water is produced at the Palo Alto Regional Water Quality Control
Plant, the San Jose /Santa Clara Water Pollution Control Plant (South Bay Water Recycling
program) and the Sunnyvale Water Pollution Control Plant.

REGULATORY FRAMEWORK

With the adoption of the Porter - Cologne Act in 1969, the Legislature declared its intent
to "undertake all possible steps to encourage development of water recycling facilities."
Although water recycling and reuse projects operated successfully before that time, laws
enacted in 1969 set forward a basic structure for water reuse projects that has been in
place for nearly 30 years. The California Water Code articulates a clearly- defined strategy
favoring the beneficial reuse of water to the maximum extent practical. Under this
structure of laws and administrative regulations, the California Department of Public
Health (DPH) is responsible for the adoption of regulations for the use of recycled water.

DPH establishes water quality standards and treatment reliability criteria for water
recycling under Title 22, Division 4, Chapter 3, of the California Code of Regulations.
Requirements for the use of recycled water not addressed by the uniform statewide criteria
are established by DPH on a case -by -case basis. Uses of recycled water illustrate the wide
variety of successful reuse applications and the level of treatment required.

Title 22 sets bacteriological water quality standards on the basis of the expected degree
of public contact with recycled water. For water reuse applications with a high potential for
the public to come into contact with the reclaimed water, Title 22 requires disinfected
tertiary treatment. For applications with a lower potential for public contact, Title 22
requires three levels of secondary treatment, basically differing by the amount of
disinfectant required.

In addition to establishing recycled water quality standards, Title 22 specifies the
reliability and redundancy for each recycled water treatment and use operation. Treatment
plant design must allow for efficiency and convenience in operation and maintenance and
provide the highest possible degree of treatment under varying circumstances. For
recycled water piping, DPH has requirements for preventing backflow of recycled water
into the public water system and for avoiding cross - connection between the recycled and
potable water systems.
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Other regulations include the Uniform Plumbing Code which contains requirements for
the installation, construction, alteration, and repair of reclaimed water systems intended to
supply toilets, urinals, and trap primers for floor drains and floor sinks. Use of recycled
water for these applications is limited to non - residential buildings. The California- Nevada
Section of the American Water Works Association has issued guidelines for planning,
designing, constructing, and operating recycled water systems. These guidelines provide
design criteria and specifications for the construction of transmission, storage, pumping,
and other facilities. Also included is a description of system operation and maintenance
requirements pursuant to applicable state regulations.

SANTA CLARA VALLEY WATER DISTRICT

To ensure an adequate and reliable supply of high - quality water, Santa Clara Valley
Water District ( SCVWD) has partnered with cities and water retailers in the County to
develop recycled water supplies. About four percent of the County's total water use
currently consists of recycled water, limited primarily to landscaping and industrial uses.

Recycled water use is expected to expand in the coming years. The SCVWD Board of
Directors recently approved two agreements with the City of San Jose to build an advanced
water treatment facility (to be completed in early 2012), which will produce up to ten
million gallons per day of highly purified recycled water. This near distilled - quality water
will be blended into existing recycled water provided by the Santa Clara /San Jose Water
Pollution Control Plant, which will improve overall recycled water quality so that the water
can be used for a wider variety of irrigation and industrial purposes.

In the longer term, SCVWD is investigating the possibility of using highly
purified recycled water for replenishment of groundwater basins, similar to the highly
successful groundwater replenishment system that has been operated by the Orange
County Water District for over 30 years. However, a feasibility study, including pilot
research studies, will be conducted before a decision is made regarding whether to use
highly purified recycled water as a water supply option. The feasibility study and pilot
research studies will likely be completed by 2016; if groundwater replenishment with
recycled water is selected as awater supply option, operation of such a system would likely
commence ten to 15 years from now.

SOUTH COUNTY REGIONAL WASTEWATER AUTHORITY

Overview

South County Regional Wastewater Authority ( SCRWA) is a joint powers authority of
the Cities of Gilroy and Morgan Hill. Formed in 1992, the Authority serves both cities,
treating approximately 2.6 billion gallons of wastewater and producing 700 million gallons
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of recycled wastewater each year for use in landscaping and other applications. In 2010 the
SCRWA delivered 2,040 acre feet of recycled water.

Tvne and Extent of Services

All wastewater from Morgan Hill and Gilroy flows to and is treated at the SCRWA
facility. The SCRWA plant was built in 1990 and is a modern wastewater treatment plant.
The SCRWA plant is also called a publicly owned treatment works ( POTW). The SCRWA
plant treats the water and then disposes of the treated water to ponds. The ponds allow the
water to soak into the soil and eventually add water to the underground aquifer. This is
different from many other POTWs in the Bay Area that discharge the treated water to the
Bay. Discharge to ponds requires a more stringent level of treatment than is required for
Bay discharge.

The existing SCRWA recycled water treatment facility's capacity was expanded in 2005
to produce six million gallons per day of tertiary treated recycled water. Recycled water
has been used for landscape irrigation at Christmas Hill Park Ranch Addition, Christmas
Hill Park, and the Eagle Ridge Development and Golf Course. Recycled water is used for
agricultural irrigation on local farmland, including Obata Farms. The Calpine- Gilroy Energy
Center Peaker Plant began utilization of recycled water for cooling in May 2004. Morgan
Hill does not presently receive recycled water from the facility.

SCRWA conducts a pretreatment program via collaboration and educational programs
with large non - domestic connections. The program's intent is to control pollutants
discharged to a POTW from non - domestic sources. The Chemical Control Division of the
City of Gilroy Community Development Department is responsible for the implementation
of the program.

Accountability and Governance

SCRWA is governed by a five- member Board of Directors representing the cities of
Gilroy and Morgan Hill. The board meets on the second Tuesday of every month at 7:30 in
the morning at 1500 Southside Drive, Gilroy. Board member names, positions, and cities
they represent are shown in Figure 26 -1.
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Marby Lee
Bob Dillon

Al Pinheiro

Larry Carr
Dion Bracco

Management and Stafi=ina

Chairman

Vice Chairman

Member

Member

Member

Morgan Hill
Gilroy

Gilroy

Morgan Hill

Gilroy

The City of Gilroy provides administrative oversight and staffing services to SCRWA
with the Gilroy City Administrator serving as the SCRWA General Manager. General
administrative oversight includes contract negotiation and administration, financial
management, public works services, capital project management, budget preparation,
insurance administration, and chemical control services amongst others. SCRWA's daily
operations are provided under a third party contract with CH2M HILL OML

The SCRWA is an award winning plant that was honored with back to back Plant of the
Year awards for the Monterey Region by the California Water Environment Association in
2007 and 2008. Also, in 2007, SCRWA received the Plant Safety Award (1 to 25 employees)
for the State of California.

Financing

Ratepayers in both cities pay for the operation of the sewage treatment plant and for
the maintenance of the sewage collection system.

The budget is comprised of two primary divisions, Administration/ Operations and
Chemical Control- Pretreatment. Each division highlights specific objectives to be
completed over the biennial budget term. The administration budget is comprised of four
cost centers including debt service, construction, administration, and operations.

The SCRWA budget reflects the debt service associated with the cost of each individual
member's share of the treatment plant's previous expansions, as the Authority issued the
debt to cover the cost of expansion. There are separate installment purchase agreements
between each of the cities and SCRWA. The members, Morgan Hill and Gilroy, separately
administer the debt service for the debt related to each of their individual infrastructure

costs. Consistent with the debt service cost center, the construction budget identifies the
individual cost to both Morgan Hill and Gilroy for construction undertaken over the budget
term. The Administration budget consists of various services provided to SCRWA, including
liability insurance, professional support for training and travel, annual audit services and
legal service.
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Revenue in the operations budget is primarily derived from reimbursements according
to user share by the member agencies. In FYs 09 -10 and 10 -11, Gilroy provided user fee
reimbursements totaling $4.3 and $4.6 million, respectively, and Morgan Hill provided
reimbursements of approximately $3.3 million in each fiscal year. Other user fees come
from charges to private septic dischargers at the plant. In FYs 09 -10 and 10 -11, SCRWA
noticed a reduction in revenues from these fees primarily due to lower use of the service by
private septic haulers.

In FY 10 -11, the cost of services for CH2M HILL QMI was approximately $4.9 million.
The Chemical Control- Pretreatment division conducts inspections and permitting
operations for both member agencies with staffing services provided by the City of Gilroy.
Morgan Hill reimburses Gilroy for its share of the cost of these services. The division
budgets for both FY 09 -10 and 10 -11 reflect lower cost of services primarily due to staffing
reductions within the City of Gilroy.

Ganital Imnrouement Proiects

The capital budget has a five -year planning horizon. In FY 09 -10, SCRWA began a two
year generator replacement project by replacing the first of two existing 1995 generators
with a new, contemporary generator capable of maintaining plant operations during power
failure. The second phase of this project will replace the remaining generator. This new
system will replace an aging system that has reached its useful life and does not meet
reliability criteria for a plant of SCRWA's capacity and scope of operations.

In FY 09 -10, SCRWA was to complete the design for a new influent pump station and
complete approximately 25 percent of the design for the overall sewer treatment plant
expansion, expending approximately $1.8 million. These projects are necessary to
accommodate future growth in both cities over the next 20 years. It is anticipated that the
estimated $85 million construction of the plant capacity expansion will begin in FY 12 -13.

Other SCRWA projects currently in the planning and design phase include:

River Discharge (South Pipeline Project);

12.75 mgd plant capacity expansion;

Utility water pipeline;

UV disinfection system;

Pond valves and spillways;

Clarifier dewatering wells; and

Septage receiving station.

RECYCLED WATER PROVIDERS 454



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

SOUTH BAY WATER RECYCLING

Overview

The San Jose /Santa Clara Water Pollution Control Plant is one of the largest advanced
wastewater treatment facilities in California. The plant was originally constructed in 1956
by the City of San Jose. In 1959, the City of Santa Clara helped to fund upgrades and
became a 20 percent owner of the facility. The plant is presently co -owned by the Cities of
San Jose and Santa Clara. In the 1960s and 1970s, the City of Milpitas, Cupertino Sanitary
District, and the West Valley Sanitation District began sending wastewater to the plant.
The Plant presently treats and cleans the wastewater of over 1.5 million people that live
and work in the 300 - square mile area encompassing San Jose, Santa Clara, Milpitas,
Campbell, Cupertino, Los Gatos, Saratoga, and Monte Sereno.

In 1998, the South Bay Water Recycling ( SBWR) facility and pipeline was constructed to
provide recycled water to wholesale water providers for irrigation, landscape and
industrial uses. SBWR is a joint powers authority that consists of the Cities of San Jose,
Milpitas and Santa Clara, West Valley Sanitation District, and Cupertino Sanitation District.
SBWR also collaborates with the Environmental Protection Agency, California Department
of Water Resources, Department of Public Health, the Regional Water Quality Control
Board, Santa Clara County Health Department, and Santa Clara Valley Water District.

In 2010, the SBWR delivered 8,650 acre feet of recycled water.

Tvne and Extent of Services

Wastewater treatment is provided by the San Jose /Santa Clara Water Pollution Control
Plant, while and recycled water delivery is provided by SBWR. The City of San Jose
manages and administers SBWR.

The Water Pollution Control Plant has the capacity to treat 167 million gallons of
wastewater per day. It is located in Alviso, at the southernmost tip of the San Francisco Bay.
Originally constructed in 1956, the plant had the capacity to treat 36 million gallons of
water per day and only provided primary treatment. In 1964, a secondary treatment
process was added to theplant's system. In 1979, the plant's wastewater treatment process
was upgraded to tertiary treatment.

A majority of the final treated water from the San Jose /Santa Clara Water Pollution
Control Plant is discharged as fresh water through Artesian Slough and into South San
Francisco Bay. Each day, the plant discharges approximately 110 million gallons of treated
fresh water into the South San Francisco Bay. About ten percent of the plant's total water
produced is recycled through South Bay Water Recycling pipelines for landscaping,
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agricultural irrigation, and industrial needs by 600 customers around the South Bay in the
Cities of San Jose, Santa Clara, and Milpitas. The Metcalf Energy center is the largest
recycled water consumer, using the water to cool the power generation facility. Other
customers that receive recycled water from the facility include the San Francisco 49ers
training facility in Santa Clara, the Villages Golf and Country Club in San Jose, the McCarthy
Ranch shopping center in Milpitas and four major power plants in the County. The SBWR
system consists of over 120 miles of pipeline, five pump stations and 10 million gallons of
storage in reservoirs.

The laboratory at the San Jose /Santa Clara Water Pollution Control Plant ensures that
the water delivered to parks; golf courses and industrial users is of high quality and safe for
reuse. Three significant functions of the laboratory include: 1) Monitoring water at the
source of discharge ( such as wastewater from an industrial facility); 2) Analyzing
wastewater for treatment processes and high - quality effluent ( discharge from the plant);
and 3) analyzing recycled water. The lab, which has 26 employees, works closely with the
treatment plant to optimize treatment plant processes. Samples of effluent discharge are
collected and analyzed daily. These samples are run through a series of tests in the four
process labs and strict quality control is maintained.

Prior to receiving recycled water, the site must be approved by South Bay Water
Recycling. The current system's water retailers include City of San Jose, San Jose Water
Company, City of Milpitas, City of Santa Clara, and SCVWD. South Bay Water Recycling
provides a short course for site supervisors. The workshop includes information to assist in
the effective operation and management of a recycled water irrigation system. Property
owners and facility managers whose sites are served with recycled water are responsible
for their on -site recycled water systems. Each site must have a certified site supervisor. Site
supervisors become certified by attending one of these quarterly workshops to fulfill their
recycled water permit requirements.

Financing

In 1959, the City of San Jose and the City of Santa Clara entered into an agreement to
jointly own and operate the plant. Under the agreement, the City of San Jose serves as the
administering agency and is responsible for operating and maintaining the plant. The cities
share in the capital and operating costs on a pro rata basis determined by the ratio of each
city's assessed valuation to the sum of both cities' assessed valuations. Annually, these
percentages are determined and applied to the capital and operating costs on an accrual
basis. For the fiscal year ended June 30, 2010, the City of San Jose's portion of the capital
and operating costs was approximately 81.0 percent and, based on operations through the
fiscal year ended June 30, 2010, the City's interest in the net assets of the plant was
approximately 82.8 percent.

SBWR operations are funded through treatment plant sewer service and use charges
and offset by revenue sources. All revenue received by SBWR offsets costs associated with

RECYCLED WATER PROVIDERS 456



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

operations and capital projects. In FY 10 -11, approximately $2.6 million was received as
retail sales and $1 million was received from the SCVWD for capital programs.

SBWR capital projects are financed through the treatment plant and through grants and
developer funded extensions. Approximately $ 70 million has thus far has been awarded
through state and federal grants, with approximately $50 million having been appropriated
and received by the City of San Jose. Federal and State granting and loan agencies include
the U.S. Bureau of Reclamation, California State Department of Water Resources, and the
Santa Clara Valley Water District.

Caaital Imarovement Proiects

The contributing agencies to the plant are in the process of developing a plant master
plan, which includes designing and planning the rebuilding of the aging plant with new
treatment technologies. Costs for the operational improvements have been identified and
the plant's co- owners and tributary agencies are evaluating financing options. The new
facility includes plans for several improvements and upgrades to the treatment process, as
well as enhanced use of renewable energy sources, and habitat and open space areas. The
plant upgrades and improvements are anticipated to cost approximately $1 billion to $1.5
billion. Land uses will be funded separately from plant rebuilding costs. The plant master
plan will include a funding plan as sewer fees can only be used for the sewer system. A
collaboration between public, corporate, developer, and philanthropic entities could
possibly result in funding for new land uses. A map of the proposed facilities is shown in
Figure 26 -2.
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Pigvi 2 Proposed Improvements to the Sao lose /Santa Clara Plant

SeWR's current capital improvement protests include:

Zone 3 Reservoir: SEWR 8 designing two reservoirs with atotal capacity of 55
million gallons in the Evergreen area off Murrillo Avenue. Construction began in
2005.

SJ 13 San Jose Connector & Coleman / I 880 Interchange Recycled Water Line.
SEWR will be constructing the connection to the Santa Clara SC 5 pipeline from
the San ] ose / Santa Clara City Limit to Herding Street along Coleman avenue.
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SeWR's current capital improvement protests include:

Zone 3 Reservoir: SEWR 8 designing two reservoirs with atotal capacity of 55
million gallons in the Evergreen area off Murrillo Avenue. Construction began in

2005.

SJ 13 San Jose Connector & Coleman / I 880 Interchange Recycled Water Line.
SEWR will be constructing the connection to the Santa Clara SC 5 pipeline from

the San ] ose / Santa Clara City Limit to Herding Street along Coleman avenue.
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3 Guadalupe Community Garden: This recycled water line will provide recycled
water service to the proposed Guadalupe Community Garden located at the
intersection of Walnut and Asbury. The new recycled water line will begin at the
intersection of Spring and Asbury and proceed along Asbury, terminating at
Coleman Avenue. Construction began in 2005.

In May 2010, San Jose received $6.3 million of American Recovery and Reinvestment
Act funds for recycled water expansion following a nationwide competition. The U.S.
Bureau of Reclamation signed a cooperative agreement with the City of San Jose to provide
the stimulus funds towards the SBWR pipeline expansion project. The project will add
approximately nine miles of pipe to the SBWR system and provide up to 2 million gallons
per day of additional recycled water to irrigation and industrial customers.

PALO ALTO REGIONAL STATER QUALITY CONTROL PLANT

Overview

The Palo Alto Regional Water Quality Control Plant ( RWQCP) treats wastewater from
the East Palo Alto Sanitary District, Los Altos, Los Altos Hills, Mountain View Palo Alto, and
Stanford University. Palo Alto's RWQCP has been in operation since 1934 and is owned and
operated by the City of Palo Alto for the communities of Los Altos, Los Altos Hills, Mountain
View, Palo Alto, Stanford University and the East Palo Alto Sanitary District.

In 1992, the City and the other RWQCP partners completed a water reclamation master
plan. This Master plan identified a five -year, three -stage implementation for recycled water
development in the service area of the RWQCP.

Recycled water is distributed by the City of Palo Alto and the City of Mountain View.
Recycled water is generally available east of Highway 101 in Palo Alto and Mountain View
at parks, golf course and businesses sites for landscape irrigation — specifically in Mountain
View north of Bayshore Highway, the Palo Alto Golf Course and Baylands Athletic Center,
and Greer Park along West Bayshore Road in Palo Alto.

Tube and Extent of Services

The plant is an advanced treatment facility that uses gravity settling, biological
treatment with microorganisms and dual media filtration to remove unwanted organic
materials and toxins from the approximately 22 million gallons a day of wastewater
generated by the service area's 220,000 residents. The plant's treated effluent meets all of
the requirements for discharge to the South San Francisco Bay.

The RWQCP water reuse program has historically brought a reliable, sustainable and
drought -proof supply of water to the South Bay and Santa Clara County. The treated water
is suitable for landscape irrigation, commercial and industrial use and habitat restoration.
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The plant has the capability to recycle all wastewater flow for restricted and unrestricted
uses. To date, over 10 billion gallons have been reused since 1980, which equals the
amount of water used by approximately 2,500 families of five per year for the past 23
years. In 2010, the plant produced 2,450 acre feet of recycled water. Recycled water from
the plant is presently being used for the following purposes:

Irrigation water for Greer Parkin Palo Alto,

Irrigation water for the Palo Alto Municipal Golf Course,

Various uses at the Palo Alto Municipal Service Center, including use in street
sweepers, dust control at construction sites, vehicle washing, and for irrigating road
median strips,

Various uses at Shoreline Park and other customers in Mountain View,

Water for enhancements at the Emily Renzel Marsh in Palo Alto,

Water for the duck pond in Palo Alto,

Water for irrigation in and around the RWQCP and in processes at the plant itself,

Water can he collected by trucks at the plant to be used for dust control at
construction projects, for irrigation, and in street sweepers, and

Irrigation water for CALTRANS for irrigating ( by truck) the median strips on local
highways.

The Environmental Compliance Division of the plant maintains a pretreatment program
for control of industrial dischargers and also regulates many commercial dischargers. The
pollution prevention program, which was initiated in response to the RWQCP's strict bay
discharge permit conditions, addresses the sewer and stormwater discharges of about 100
major industrial facilities, more than 1,000 commercial businesses, about 200,000 area
residents. In addition, over the past few years, the City of Palo Alto staff has created
effective pollution prevention programs for mercury, pesticides, copper and trash. In 2011,
the pollution prevention priorities for the RWQCP continue to include the same pollutants.
Pollution prevention information and programs are supplied to residents as well as
businesses within the service area. Public outreach information is included as part of the
programs.

Financing

The Cities of Palo Alto, Mountain View and Los Altos participate jointly in the cost of
maintaining and operating the City of Palo Alto Regional Water Quality Control Plant and
related system. Palo Alto is the owner and administrator of the plant, which provides the
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transmission, treatment and disposal of sewage for the partners. The Cities of Mountain
View and Los Altos are entitled to use a portion of the capacity of the plant for a specified
period of time. Each partner has the right to rent unused capacity from /to the other
partners. The expenses of operations and maintenance are paid quarterly by each partner
based on its pro rata share of treatment costs. Additionally, joint system revenues are
shared by the partners in the same ratio as expenses are paid. The amended agreement has
a term of fifty years beginning from the original signing in October 1968, but may be
terminated by any partner upon ten years' notice to the other partners.

CaUital lm nrovemen t Proiects

The RWQCP water reuse program is in the midst of a new project. The goal is to replace
an existing deteriorating pipeline to the Shoreline Golf Course and to extend a pipeline to
the Mountain View- Moffett area. The upgraded pipeline will ensure a sustainable water
supply for landscape irrigation.

The pipeline replacement helps fulfill RWQCP permit requirements. To mitigate the
discharge of treated wastewater to San Francisco Bay, the RWQCP is required to operate
and maintain the Water Reuse Program. Service to Shoreline Golf Course was interrupted
due to a leaking pipeline. Therefore, in order to fulfill permit obligations, the RWQCP must
restore the golf course connection.

The City is in the EIR process to extend services to customers in the the Stanford
Research Park area and potentially offset the need to import approximately 900 AFY of
potable water.

The RWQCP staff is working with an engineering firm to develop a conceptual design
and environmental analysis for the renovation of landscaping within and around the
periphery of the 25 -acre wastewater treatment plant. The goals of this project are to
improve deteriorated landscape screening around the periphery of the plant, improve the
habitat corridor linking the Baylands and Renzel Marsh and provide demonstration
landscaping within the RWQCP.

Another project considered by the City is the energy /compost facility. In June 2011, city
staff and a contract engineering firm presented the draft feasibility study for a potential
energy /compost facility adjacent to the City's wastewater treatment plant to convert
organic materials to energy and compost.

The plant has been in operation since 1934 and now serves six communities. Aging
equipment, new regulatory requirements, and the movement to full sustainability will
require rehabilitation, replacement and new processes. Future activities will focus on
biosolids treatment and disposal, waste -to- energy technologies, energy use, major pipeline
repairs, recycled water treatment, carbon footprint impacts, and the best alternatives for
rehabilitation, replacement or improvement.
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SUNNYVALE WATER POLLUTION CONTROL PLANT

Overview

During the 1940s, the City of Sunnyvale became an important industrial and residential
community. Because of the population boom, studies were undertaken to assess the need
for a citywide sewage treatment system. The resulting sewage treatment plant, constructed
in 1956, was a primary, or one -step plant that could process 7.5 million gallons of
wastewater a day. However, it soon became overloaded due to an increased number of
residents, canneries, and other industries located in Sunnyvale.

By 1960, the population had grown to over 50,000 residents, plus many more non-
residents working in the new industries that continued to sprout up. The increase in
wastewater flows from this growth created the need to expand the plant.

Construction to increase the treatment capacity to 15 million gallons per day was
completed in 1962. However, even with this plant expansion, it became apparent that
special consideration to treatment processes would have to be made because of the high
cannery flows. Cannery waste, which depletes great quantities of the oxygen available in
the water as the waste decays, was identified as being a serious problem for the shallow
and fragile South Bay environment. It became necessary to provide additional treatment.
Subsequent upgrades include the addition of two evaporation ponds to improve the
treatment process.

New developments in chemistry and environmental studies during the technology
explosion of the 70's led to further understanding about the processes needed to protect
waters from pollutants. With the enactment of the Clean Water Act in 1972, new concepts
were incorporated into wastewater treatment, resulting in expansion of the Sunnyvale
Water Pollution Control Plant. When a third process, called tertiary treatment, was added
to the Plant in 1978, total capacity increased to 22.5 million gallons of treated wastewater
each day. The final upgrade to increase the Plant to its present capacity of 29.5 mgd was
completed in 1984.

Tvne and Extent of Services

The Donald M. Somers Water Pollution Control Plant is an advanced wastewater

treatment facility serving residents, businesses and industries in the City of Sunnyvale.

Wastewater draining from indoor sources in Sunnyvale flows through sewer pipes that
direct the wastewater to the water pollution control plant for treatment before being
discharged to the San Francisco Bay or to recycled water users. If left untreated before
discharge, residential, commercial and industrial wastewater would upset the ecosystem of
southern San Francisco Bay.
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In addition to wastewater treatment, services include regulatory permitting and
inspections of pretreatment facilities, storm water management for business and industry
in Sunnyvale, information on water pollution prevention and environmental education
services to schools and youth.

Funded by user fees, the mission of the Water Pollution Control Plant is to conduct a
cost - effective wastewater management program that is environmentally sound and
regulated to protect public health, safety, property, and the quality of the Bay.

The plant is designed to combine physical, chemical, and natural biological processes.
This combination allows the Plant to consistently produce a high - quality effluent from
which more than 85 percent of the pollutants have been removed from the influent. The
plant utilizes primary, secondary and tertiary treatment processes to treat the wastewater.

While conducting wastewater management program, the plant reuses many byproducts
of the treatment process. These include producing electricity and mechanical power from
waste gases, recovering heat from engines, producing an alternative to soil for daily landfill
cover or a soil amendment for agricultural and pasture land, and supplementing the City
water supply by producing recycled water distributed through a separate system for non -
potable uses.

Electrical power production offsets the purchase of utility power and produces enough
excess power to sell electricity to the California power grid. The fuel to run the engines and
generators that produce this power comes from the decomposition of solid waste and
liquid waste. Solids removed in the first stage of the wastewater treatment process are
sent to an anaerobic digester. Dried solids are used for beneficial reuse as an alternative to
soil for daily cover materials on landfills or used as fertilizer for agricultural and pasture
land.

Recycled water is produced by diverting a portion of the flow and providing additional
treatment. This additionally treated water meets all non - potable Title 22 standards
established by the State. It is distributed through a separate underground piping system to
provide irrigation for industrial parks, the Sunnyvale Municipal Golf Course, Baylands Park,
and sports complexes.

The City converted its traditional sewer treatment plant in the mid 1990's to allow for
the production of recycled water and began using recycled water in 1999, supplementing
the overall water supply. Approximately 10 percent of the plant flow is treated to a higher
level to meet the necessary recycled water quality, and is delivered to customers for non -
potable uses, primarily irrigation. In 2010, the plant produced 1,330 acre feet of recycled
water. The City has experienced an increase in demand for recycled water; between 2005
and 2010, recycled water landscape irrigation connections increased from 31 to 112. The
City anticipates continued growth in the use of recycled water through 2030. Recycled
water supplies are expected to drop slightly by 2015 due to an expected reduction in the
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production of recycled water by the City's Water Pollution Control Plant (WPCP) due to
outages during capital improvements. The increase projected thereafter is largely due to
aggressive efforts by the City to encourage the use of recycled water for nonpotable uses.

The long -term goal of the City is to reuse 100 percent of all wastewater ( 15 mgd)
generated from the Plant to reduce all flows to the bay, as stated in the 2000 Recycled
Water Master Plan. This goal, if attained, would involve the export of water to a location or
agency outside the city limits. SCVWD is considering use of the City's recycled water for
groundwater recharge purposes.

The recycled water distribution system currently consists of approximately 43,000 feet
of 12 -inch through 36 -inch transmission mains (possible future extensions) and over
34,000 feet of 8 -inch distribution lines. There is also a two - million gallon recycled water
storage reservoir.

Management and Staffina

More than 60 city staff are employed in operations, maintenance, pretreatment,
laboratory, and administration functions of the plant. Plant operators keep the processes
flowing and are on duty 24 hours a day. Maintenance mechanics ensure that the
equipment is dependable and implement changes as needed to assist the overall efficiency
of the plant. Pretreatment Inspectors work closely with industries and businesses to aid in
their compliance with City requirements on the quality of industrial wastewater they
discharge into sewers. Laboratory Chemists analyze industrial waste pretreatment
samples as well as samples taken throughout the treatment process. Support Services staff
the front office, assist the general public, vendors, and other City staff, provide
administrative support to plant personnel, and prepare a variety of reports to meet
regulatory requirements. Environmental Outreach staff provides education on water
pollution prevention, conservation, and watershed stewardship to schools and youth,
businesses and industries, and the community.

The plant received multiple awards and honors for outstanding compliance, BMP
implementation and outreach.

Financing

The plant is operated as a separate enterprise fund within the City. This means that it
must support itself through sewer service fees without any tax dollars being used. Bond
issues and government grants, along with service fees, provide funding for operation,
maintenance, and future development.

Costs for wastewater treatment continue to rise with new permit requirements, labor
and product cost increases, development of new technologies, and maintenance of the
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plant's aging infrastructure. In addition, current state and federally mandated
requirements compel the City to earmark funds to cover large future expenditures.

From 1993 to 2008, the SCVWD provided financial assistance and support by
underwriting some of the operational costs for the City's recycled water system. This
assistance was provided in acknowledgement of the savings to the SCVWD by avoiding the
need to purchase new sources of water that might otherwise be necessary without the
benefit of recycled water to substitute for potable water for non - potable uses.

The City promotes the use of recycled water through its price structure. Recycled water
is priced at 90 percent of the prevailing, first -tier potable water rate. The City intends to
continue this financial incentive in the foreseeable future, as possible. With few exceptions,
the pricing policy has been successful in encouraging prospective users to convert to the
limited use of recycled water in those areas where it is available.

Ganitallmnrovement Proiects

The City has completed Phases I and II of the 2000 Recycled Water Master Plan, which
now serves Baylands Park, Lockheed /Martin Area, the Sunnyvale Municipal Golf Course,
and other parks and industrial areas in the northern part of the City. A storage tank was
built in 2000 to allow for more recycled water to be developed and stored in order to keep
up with demand on the system once the area is built out. The City has plans to further
extend mains as part of the Phase IIc and IId projects. Possible extensions to serve the
south end of the City and also Cupertino and Los Altos may be evaluated in the future.
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27. APPENDICES

METHODOLOGY FOR EVALUATING THE AVAILABILITY OF

ADEQUATE WATER SUPPLY FOR LAFCO PROPOSALS

Instructions for Annficants

Introduction

The purpose of these instructions is to assist all applicants in preparing the appropriate
information in a uniform, consistent and understandable manner with the intent of
illustrating that an adequate long-term water supply exists on which their project will rely.
LAFCO's existing urban service area amendment policies include the following policies
regarding water availability:

LAFCO will require evidence that an adequate water supply is available to the
amendment areas and that water proposed to be provided to new areas does not

include supplies needed for unserved properties already within the city, the city's
Urban Service Area or other properties already charged for city water services. In
determining water availability, LAFCO will evaluate, review and consider:

a. The city's plan for water service to the area and statement of existing water
supply in terms of number of service units available; service units currently
allocated; number of service units within city (and current USA) boundaries that
are anticipating future service and service units needed for amendment area.

b. Whether the city is able to provide adequate water supply to the amendment
area in the next 5 years, including drought years, while reserving capacity for
areas within the city and Urban Service Area that have not yet developed.

c. Whether the city is capable of providing adequate services when needed to areas
already inthe city, in the city's Urban Service Area or to other properties entitled
to service.

d. If capacity is not reserved for unserved property within the city and its Urban
Service Area boundary, the current estimate of potential unserved properties
and related water supply needs

e. Whether additional infrastructure and or new water supplies are necessary to
accommodate future development or increases in service demand. If so, whether
plans, permits and financing plans are in place to ensure that infrastructure and
supply are available when necessary including compliance with required
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administrative and legislated processes, such as CEQA review, CEQA mitigation
monitoring plans, or State Water Resources Board allocation permits. If permits
are not current or in process, or allocations approved, whether approval is
expected.

f. Whether facilities or services comply with environmental and safety standards
so as to permit acquisition, treatment, and distribution of necessary water.

While numerous methods exist for determining an ultimate assessment of water needs,
the basic premise, however, involves an assessment of the anticipated current and /or
future water requirement by various users associated with the proposed "new project" and
the comparison of that ' heed" against the supplies available. This is the fundamental
objective and basis upon which these instructions have been prepared.

Water Needs Analysis

Table 1 provides a simplistic depiction of the basic information required by Santa Clara
LAFCO. The information requested is broken down by three primary categories; water
demands, water supplies, then the calculated water needs ( which will demonstrate a
surplus or deficit). It is this surplus or deficit that represents the availability, or lack
thereof, of a water supply for the proposed new project. Each of these water demand,
supply and needs categories are projected along a timeline starting with the current year
and working forward by five -year increments. Units are in acre-feet per year (AFY).

Water Demand

for development /uses within agency existing boundaries)
Allocated / Reserved Water Demand
for new development /uses within agency existing boundaries)

Project Water Demand
for new development or uses in boundary amendment area

Water Supply - Total

Water Supply - Safe Yield

Calculated Water Needs - A

Calculated Water Needs - B

I---=

7 IMMMMMM M_

Note. Calculated Water Needs -A is the difference between all of the water demands and Water Supply - Total

Calculated Water Needs - B is the difference between all of the water demands and Water Supply- Safe Yield

An egative value indicates no additional water need for the proposed project above current supplies. A positive value in dicates that the proposed
project requires an additional amount of water beyond what the current water purveyor possesses.
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Water Demand (for develonment/ uses within aaencv existing boundaries)

This category represents the water demands that are currently being used to serve the
varied land use types and their associated water users within the existing boundaries of the
water purveyor (e.g., city utilities, special water districts, and related water agencies). This
is the sum total of all water use (from all land uses) within the water purveyors existing
boundaries. This includes all residential, non - residential, landscape, and distribution
system loss demands.

Allocated /Reserved Water Demand ffor new develonment /uses within aaencv existing
boundaries)

This category represents the water demands that are anticipated or could be used to
serve the varied land use types and associated water users in the future within the existing
boundaries of the water purveyor (e.g., city utilities, special water districts, and related
water agencies). This category differs from the former in that it makes assumptions for
water use (not yet realized), but potentially possible across any of the land use types
currently undeveloped. For example, it would include an assumed water use for future
development(s) within an area currently vacant (undeveloped) but zoned as high - density
residential. Similarly, it would include an assumed water use for future development(s)
within an area designated as commercial /industrial.
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Proiect Water Demand (for new develonment or uses in haundary amendment area -

outside of aaencv existina boundaries)

This category represents the projected water demands that are proposed for the
current project under consideration ( i.e., the applicant's proposed project). Regardless of
project type (e.g., residential, commercial, industrial, institutional, etc.), a corresponding
water demand will exist based on the project description provided by the applicant. This is
the projected water demand that will be needed outside of the existing water purveyor
boundaries. Accordingly, this is the new allocation or depletion that Santa Clara LAFCo will
closely analyze within the context of the current and allocated /reserved water demands
that are already being met within the existing water purveyor boundaries or, could be met
by the water purveyor should new projects within their boundaries develop.

Water Sunnly - Total

This category represents the existing water supplies of the water purveyor(s). It
includes all held water entitlements ( e.g., water contracts, water rights, transferred water,
recycled water, etc.) as well as water pumped from groundwater aquifers. It includes the
unconstrained entitlement totals, that is, the maximum allowable quantities.
Water Su n n lv - Safe Yield

The safe yield defines the maximum amount of water that can be made available in any
year, including the driest year of record. It is the maximum amount of water conceivably
available based on all water year types and acknowledges that, despite the identified
quantities on certain entitlements (e.g., federal water contracts), the "guaranteed" annual
supply is typically significantly less. This reduction is a result of imposed deficiencies due
primarily to unavailable system yield or, shortages in overall supply. As an example, for
CVP M &I water contracts, the safe yield will be the maximum allocation permitted in the
driest year (consistent with imposed shortage limitations).

Calculated Water Needs

These are the calculated differences between total water demands and water supply.
From Table 1, it is the current, future and proposed new project demands, less the total
water supplies. With two water supply numbers ( i.e., total and safe yield), two
corresponding calculated water needs are also generated (noted as A and B).

In Figure 27 -2 below, the various boxes have been filled in for demonstration purposes.
Water demands within those areas currently developed are shown to increase over time
from 10,000 AFY to 25,000 AFY. The allocated /reserved water demands, as defined, not
surprisingly are shown to decrease over time as more of the currently vacant lands are
built out. By 2030, it is assumed for this example that the lands within the existing
boundaries are built out.
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Water Demand
10,000 12,000 15,000 20,000 25,000

f far develoument / uses within aeencv existme boundariesl

Allocated /Reserved Water Demand
15,000 13,000 10,000 5,000 0

for new development /uses within agency existing boundaries)

Project Water Demand
2,000 2,000 2,000 2,000 2,000

for new development or uses in boundary amendment area)

Water Supply - Total 30,000 30,000 30,000 30,000 30,000

WaterSupply - SafeYield 25,000 25,000 25,000 25,000 25,000

CalculatedWaterNeeds - A - 3,000 - 3.,000 3,000 3,000 3,000

Calculated Water Needs - B 2,000 2,000 2,000 2,000 2,000

Note: Calculated Water Needs - A is the difference between all of the water demands and Water Supply Total

Calculated Water Needs - B is the difference between all of the water demands and Water Supply - Safe Yield
A negative value indicates no additional water need for the proposed project above current supplies. A positive value indicates that the
proposed proiect reauires an additional amount of water bevond whatthe current water pulvevor possesses.

The project water demands are identified as 2,000 AFY (it does not specify the type of
project or land use). The total water supply (Water Supply - Total) is identified as being
30,000 AFY. This is the sum total of all of the water entitlements held by this water
purveyor and is the maximum allowable under those entitlements. The second of the
water supply values (Water Supply - Safe Yield) is identified as 25,000 AFY or 5,000 AFY
less than the total water supply. As defined earlier, this shows that the water purveyor's
total water supplies are constrained by 5,000 AFY. This is the maximum shortfall that can
exist to its water supplies in any one given year.

The calculated water needs then are illustrated as two values, one reflecting water
needs based on total water supply availability and the other on water supplies based on
safe yield. From Example Table 1, if total water supplies are assumed (i.e., unconstrained),
then the water purveyor would possess enough water to provide the proposed project (by
this example, in perpetuity). If, however, safe yield values are assumed, then the proposed
project would exceed the water purveyor's existing water supplies by about 2,000 AFY,
coincidentally the same amount as its project needs.

Gross assumptions were used in this example to provide an easy illustrative depiction.
In reality, various factors in each category and, over time, make this assessment much more
complex. However, this example illustrates the sensitivity in calculating adequate water
supplies based on real (or firm) supply availability and the overarching influence of
potential future infill development. By including the Allocated /Reserved Water Demand in
these calculations, the fundamental assumption is that infill will take priority ( in
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determining water needs) before any new development or uses are permitted in the
boundary amendment areas. "'

Notes: Additional metrics and details associated with each of these categories are not shown here but are available
from Santa Clara LAFCo. This includes additional information and guidance on how to calculate water demands and
water supplies, taking into account such factors as per capita water use,landscape irrigation, system loss factors, etc.

APPENDICES 471



LAFCO OF SANTA CLARA COUNTY

2011 COUNTYWIDE WATER SERVICE REVIEW

INTERVIEWS

City of Gilroy

City of Gilroy

City of Milpitas

City of Milpitas

City of Morgan Hill

City of Mountain View

City of Mountain View

City of Palo Alto

City of San]ose
City of Santa Clara

City of Sunnyvale

City of Sunnyvale

Santa Clara Valley Water District

Santa Clara Valley Water District

Santa Clara Valley Water District

Santa Clara Valley Water District

Santa Clara Valley Water District

Santa Clara Valley Water District

Aldercroft Heights County Water District

Aldercroft Heights County Water District

Purissima Hills County Water District

San Martin County Water District
Pacheco Pass Water District

Pacheco Pass Water District

Guadalupe- Coyote RCD
Loma Prreta RCD

San Jose Water Company

San Jose Water Company

California Water Service Company
Great Oaks Water Company

West San Martin W Ater Works Company
San Francisco Public Utilities Commission

Bay Area Water Supply and Conservation Agency

South Bay Water Recycling

South County Regional Wastewater Authority
Palo Alto Regional Water Quality Control Plant
Sunnyvale Water Pollution Control Plant
Santa Clara County, Department of Environmental Health
Santa Clara County Controller- Treasurer Department
Santa Clara County Department of Parks
California Department of Public Health

California Division of Safety of Dams
Natural Resources Conservation Services

San Benito County Auditor's Office
San Benito County Auditor's Office
San Benito LAFCO

David Stubchaer, Operations Manager

Dan Aldridge, Water Operations Supervisor

Kathleen Phalen, Acting Assistant City Engineer'

Howard Salamanca, Associate Civil Engineer

Mario Iglesias, Utility Systems Manager

Gregg Hosfeldt Assistant Public Works Director

Alison Turner, Senior Civil Engineer

Romel Antonio, Senior Project Engineer

Mansour Nasser, Deputy Director of Environmental Services

Christopher de Groot Director of Water and Sewer Utilities

Jim Craig, Superintendent of Field Services

Val Crozet Water Operations Manager

James Fiedler, COO Water Utility

Joan Maher, Deputy Operating Officer

Amy Fowler, Special Programs Engineer

Cindy Kan

Bob Siegfried
Marc Klemencic

Kim Gardner, Business Manager

Tyler Boswell, Water Operator

Patrick Walter, General Manager

Peter J. Forest District Manager

Michael O'Connell, President

Patricia Richardson, Secretary
Nancy Bernardi, Office Manager

Patty Marfia, Office Executive Director

Bill Tuttle, Director of Engineering- Water Services
Tom Vrctorr

Michael Bolzowski, Water resource engineer
John Roeder, CEO
Bob Ukestad

Molly Petrick, Water Resources Analyst

Lourdes Enriquez, Assistant to the CEO
Mansour Nasser, Deputy Director, Water Resources,
Environmental Services Department, City of San Jose

Brenda M Miles, Project Manager
James S. Allen, Plant Manager

Lorne B. Gervin, Environmental Division Manager
Ann Peden, Senior Land Use Specialist
Vicky Bituin, General Accounting Division
Drew Merry, Senior Park Maintenance Worker
Eric Lacey, District Engineer

Perome Dylan, Engineer
Athena Pratt District Conservationist

Janet Norris, Accountant III
Larry Chapin, Assistant Auditor
Gary Armstrong, Interim Executive Officer
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AGENDA ITEM # 4
Attachment C

Noel, Dunia

From:
Sent:
To:
Cc:

Subject:

Attachments:

Good morning, Jamie.

Abello, Emmanuel
Wednesday, September 28, 2011 8:19 AM
Allen, James
Palacherla, Neelima; Noel, Dunia
RE: 2011 Countywide Water Service Review Draft Report Notice of Availability and Notice of
LAFCO Workshop & Public Hearing
image001.jpg; image002.jpg; image003.gif

We will take note of this update. Thank you for your comments.

Thank you,
Emmanuel Abello
LAFCO Clerk

408) 299 -6415

From: Allen, James fmailto: James .AllenaCitvofPaloAlto.oral
Sent: Wednesday, September 28, 20117:08 AM
To: Abello, Emmanuel
Subject: RE: 2011 Countywide Water Service Review Draft Report Notice of Availability and Notice of LAFCO Workshop

Public Hearing

Emmanuel,

We completed construction of the recycled water pipeline to reconnect the Mountain View Shoreline Golf Course and
expand to the North Bayshore area in Mountain View in June 2009 with formal operations beginning January 2010.
Please update the 1st two sentences of the 1st para under CIP on p. 461.
Jamie Allen



Countywide Water
Service Review

Santa Clara County

Prepared for LAFCO of Santa Clara County
by

Baracco and Associates

Policy Consulting Associates, LLC
The Shibatani Group, Inc.

October 5, 2011



Agencies Reviewed
Cities Private Purveyors

Gilroy San Jose Water Co.

Milpitas California Water Service Co.

Morgan Hill
Mountain View

Palo Alto

San Jose

Santa Clara

Sunnyvale
Special Districts

Santa Clara Valley WD

Aldercroft Heights CWD
Purissima Hills WD

San Martin CWD

Pacheco Pass WD

Guadalupe- Coyote RCD
Loma Prieta RCD

Great Oaks Water Co.

West San Martin Water Works Co.

Stanford University

100 Mutual Water Companies
Recycled Providers

South Bay Water Recycling

South County Regional
Wastewater Authority
Palo Alto RWQCP

Sunnyvale WPCP
Others

San Francisco PUC

Bay Area Water Supply and
Conservation Agency

1
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Water Supply Overview
Recycled

Surface
Water

Water Rights ` 4%
6%

SFPUC

17%

GW

35%
SCVWD

SJWC

A









Conservation

Exceeded target of 15% conservation in FY 09 -10

Continued conservation with goal of 10% in FY
10-11

Plans to continue efforts in FY 1 1 -12

Signatories of California Urban Water
Conservation Council - City of Mountain View,
City of San Jose, Santa Clara Valley Water
District, Purissima Hills Water District, San Jose

Water Company, Great Oaks Water Company

0





Emergency Preparedness
Days of Water Storage During Maximum Day Demand

AHCWD

PHWD

SMCWD

Gilroy

Milpitas

Morgan Hill

Mountain View

Palo Alto

San Jose - N. San Jose Alviso

San Jose - Evergreen

San Jose - Edenvale

San Jose - Coyote Valley

Santa Clara

Sunnyvale

i

0 2 4 6 8 10 12 14 16 11



Ppvenue ni arrec
Revenue Sources (FY 09 -10)

SCVWD

AHCWD

PHWD

SMCWD

PPWD

GCRCD

LPRCD

Gilroy

Milpitas

Morgan Hill
Mountain..

Palo Alto

I

I

L

San Jose

Santa Clara

Sunnyvale

0% 20% 40% 60% 80%

Property tax Special taxes and assessments
Water Sales and Service Charges  Use of Money and Property
Grants and Contributions  Other

100%

12

EL

San Jose

Santa Clara

Sunnyvale

0% 20% 40% 60% 80%

Property tax Special taxes and assessments
Water Sales and Service Charges  Use of Money and Property
Grants and Contributions  Other

100%

12



Rate

Monthly Rate for Single Family Connection
Average monthly usage of 7,600 gallons)

Aldercroft Heights CWD
Purissima Hills CWD

San Martin CWD

Gilroy
Milpitas

Morgan Hill
Mountain View

Palo Alto

San Jose

Santa Clara

Sunnyvale
San Jose Water Co.

Cal Water

Great Oaks

50 $ 100 $ 150 $ 200 $ 250
13'



Financial Ability - Po=crr »Pc

Operating Reserves in Months of Operating
Expenditures (FY 09 -10)

SCVWD - Gov.

SCVWD - Water

AHCWD

PHWD

SMCWD

PPWD

GCRCD

LPRCD

Gilroy
Milpitas

Morgan Hill
Mountain View

Palo Alto

San Jose
Santa Clara

Sunnyvale

0 10 20 30 40 50 14



Accountability
Websites are recommended for all water

providers (Aldercroft, San Martin, Pacheco
Pass, Guadalupe- Coyote)
Failure to submit legally required audits to
the County (Aldercroft, San Martin,
Pacheco Pass)
RCD accountability to community
constrained as directors are appointed as
opposed to elected

San Martin extending service to
extraterritorial connections without LAFCO

approval
15



Thank You

Any Questions?



00 00 LAFCO AGENDA ITEM #6

Local Agency Formation Commission of Santa Clara County

LAFCO MEETING: October 5, 2011

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: EL CAMINO HOSPITAL DISTRICT AUDIT & SERVICE REVIEW

REQUEST FOR PROPOSALS

STAFF

Authorize staff to issue a Request for Proposals (RPP) for a professional service
firm to prepare an audit and service review of the El Camino Hospital District.

Delegate authority to the LAFCO Executive Officer to enter into an agreement
with the most qualified consultant in an amount not to exceed $70,000 and to
execute any necessary amendments subject to LAFCO Counsel's review and
approval.

AUDIT AND SERVICE REVIEW OF EL CAMINO HOSPITAL DISTRICT

Distribution of Draft Request for Proposals (RFP) for Review and Comment

On September 7, 2011, LAFCO staff distributed a Draft RPP for the preparation of an
Audit and Service Review of El Camino Hospital District to all special districts, cities,
the County and other interested agencies and organizations for their review and
comment. LAFCO also requested their assistance in identifying potential qualified
consultants The deadline for providing LAFCO with written comments conceming the
Draft RPP was September 21, 2011.

LAFCO Staff's Response to Comments Received

LAFCO staff received comments (see Attachment B) from the following

Gregory B Caligari of Cox, Legal Counsel for ECHD requested minor changes to the
Draft Scope of Services and inquired whether the "preliminary findings" of the
independent audit presented to LAFCO staff and then to the ad -hoc committee will be
made available for public review, and whether the presentation of the preliminary
findings to the ad -hoc committee will be open to the public. LAFCO staff has revised
the Scope of Services to address the requested minor changes LAFCO Legal Counsel
has indicated that the ad -hoc committee is not subject to the Brown Act and therefore
the ad -hoc committee's meetings are not required to be open to the public Also, the
preliminary findings,' which is essentially an initial working draft for LAFCO staff
and ad -hoc committee discussion, are typically not available to the public and are
exempt from being considered a public record. A Draft Audit and Service Review

70 West Hedding Street • I Ith Floor. East Wing • San Jose, CA 95110 • 1408 299 -5127 • 1408 2951613 Fax • www.santaclara.lafcoxa.gov
COMMISSIONERS: Pete Constant, Liz Kniss, Margaret Abe -Koga, Mike Wasserman. Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Al Pinheiro, George Shirakawa, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



Report, which includes the consultant's findings, will be released for public review and
comment as part of LAFCO's process.

Budget for the Project

The LAFCO Budget for Fiscal Year 2011 -2012 includes funding for consultant services
for service reviews. During the preparation of this RFP, LAFCO staff consulted with
individuals with auditing expertise on the proposed scope, required expertise, and
anticipated costs for such a project. The cost estimates provided by these experts for
such a project ranged from $40,000 to $110,000. Based on this information, LAFCO staff
recommends an allocation of $70,000 for this project. The LAFCO Executive Officer will
negotiate the final project cost with the selected firm.

Proposed Release of Final RFP for the Audit & Service Review of El Camino Hospital
District

Attached is the Revised RFP for the Audit & Service Review of El Camino Hospital
District. LAFCO staff is in the process of preparing a fist of firms that work in this field.
Upon LAFCO authorization, staff will send the Revised RFP to those firms and will post
the RFP on the LAFCO website as well as on the CALAFCO website for other interested

firms. Responses to the RFP are due on Tuesday, November 8, 2011.
Firm Evaluation Criteria and Selection Process

Firms will be selected for further consideration and follow -up interviews based on the
following criteria:

relevant work experience,
the completeness of the responses
overall project approaches identified and
proposed project budget

A consultant selection committee will conduct interviews and the most qualified firm
will be selected based on the above evaluation criteria and reference checks. Interviews

will be held in mid- November 2011. The selection committee is expected to make a
decision soon after. Following the selection of the most qualified firm, a final services
agreement including budget, schedule, and final Scope of Services statement will be
negotiated before executing the contract.

Countywide Water Service Review Timeline

The following is the general timeline for completing this Audit & Service Review:
Release RFP: October 7, 2011

Proposals due: November 8, 2011
Interviews and Selection of Consultant: week of November 14 2011

Begin Service Review: December 2011
LAFCO Public Hearings on Audit & Service Review: April /June 2012 LAFCO
Meetings

Page 2 of 3



BACKGROUND

The mandate for LAFCOs to conduct service reviews is part of the Cortese -Knox-
Hertzberg Local Government Reorganization Act of 2000 (CKH Act), California
Government Code §56000 et seq. LAFCOs are required to conduct service reviews prior
to or in conjunction with Sphere of Influence updates and are required to review and
update the Sphere of Influence for each city and special district as necessary, but not
less than once every five years. LAFCO completed and adopted its first round of service
reviews and sphere of influence updates for all cities and special districts in Santa Clara
County prior to January 1, 2008, as required by State law.

LAFCO must complete its next round of required service reviews and sphere of
influence updates for all 15 cities and 28 special districts prior to January 1, 2013.
LAFCO completed a Countywide Fire Protection Service Review in December 2010.
LAFCO's Countywide Water Service Review is nearing completion.

In early 2011, LAFCO staff began researching several issues concerning the El Camino
Hospital District (ECHD) - specifically trying to resolve the issue of whether ECHD is
providing services beyond its boundaries by funding the purchase of a hospital in Los
Gatos. During the course of this research, other issues relating to transparency in the
financial and operational relationship between the ECHD and the El Camino Hospital
Corporation), a 501(c)(3) corporation, and questions regarding the purpose / functions
of the ECHD and its use of property tax revenues also came to light. Based on the
information provided by the ECHD at that time, LAFCO staff concluded that ECHD
funds were not used by the Corporation for the acquisition /operation of the hospital in
Los Gatos, that the ECHD did not contribute monies directly to the purchase or
operation of the hospital in Los Gatos and that the ECHD is therefore not providing
services outside its boundaries.

In June 2011, rather than accept this conclusion, LAFCO requested that a service review
and audit be conducted of the ECHD in order to verify this information and conclusion.
LAFCO directed staff to develop a work plan for conducting a focused service review
and audit of the ECHD to help resolve the issues identified. At the August 2011
meeting, LAFCO approved the work plan and directed staff to draft a RFP for
consultants to conduct the audit and service review for the ECHD. LAFCO also

established an ad -hoc committee consisting of Commissioner Wilson and
Commissioner Abe -Koga to assist staff in selecting the consultant and to advise as
needed on the project.

ATTACHMENT

Attachment A: Revised RFP including the Scope of Services
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AGEN ITE

momELAFCO
ALocal

Audit and Service Review of the El Camino Hospital District

I. Objective

The Local Agency Formation Commission ( LAFCO) of Santa Clai•a,County is seeking
proposals from professional service firms to prepare a servicexevie-w and audit of the El
Camino Hospital District (ECHD). This work is to be complkE d in compliance with
applicable California Government Code sections, local LAFCO policies (Attachment 2)
and the latest available LAFCO Service Review Guidelines prepared. by the Governor's
Office of Planning and Research (OPR). LAFCO
a tool to help LAFCO, the public and other agep
structure and to develop information to update;
districts and cities in the county. LAFCO is not.i

reviews to serve as

better understand the public service
spheres of influence of special
sired to'i "tiate boundary:ehanges

based on service reviews. However, LAFCO, local agencies or the public may
subsequently use the service reviews; together with additional research and analysis
where necessary, to pursue changes- il,jiuisdictional boundaries or spheres of influence.
II. Background

The mandate for LAFCOs to conduct service reviEws1s par# of the Cortese -Knox-
Hertzberg Local Government"_ Regrganizati6n.,,ct of 2000 (CKH Act), California
Government Code 56000 et se(4. iI AFCOs are, required to conduct service reviews prior
toor in conjunction; with Sphereazf.Influenc&updates and are required to review and
update the Sphere ofInfluence fo each city a ad5pecial district as necessary, but not less
than once every five years' , LAFCO con pleted -and adopted its first round of service
reviews,aud:sph66 of infiu ce updates for all cities and special districts in Santa Clara
County--"prior to Jan'ary,1, 2008x as required by State law.
LAFCO -must complete %tsriext "round of required service reviews and sphere of
influeriee:iapdates for all 15.cities and 28 special districts prior to January 1, 2013. LAFCO
completea;iCountywide Fire Protection Service Review in December 2010. LAFCO's
Countywide Water Servic - view is underway.

In early 2011, LAFCDstaff began researching several issues concerning the ECHD -
specifically trying to resolve the issue of whether ECHD is providing services beyond its
boundaries by funding the purchase of a hospital in Los Gatos. During the course of this
research, other issues relating to transparency in the financial and operational
relationship between the ECHD and the El Camino Hospital (Corporation), a 501(c)(3)
corporation, and questions regarding the purpose / functions of the ECHD and its use of
property tax revenues also came to light. Based on the information provided by the
ECHD, LAFCO staff concluded that the ECHD funds were not used by the Corporation

70 West Hedding Street • I Ith Floor, East Wing  San Jose, CA 95110 • (408) 299 -5127 - (408) 295-1613 Fax  wwwsantaclara.lafco.ca.gov
COMMISSIONERS: Pete Constant, Liz Kniss, Margaret Abe -Koga, Mike Wasserman, Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Uccardo, Af Pinheiro, George Shirakawa, Terry Trumbull
EXECUTIVE OFFICER: Neelime Pafacherla



for the acquisition /operation of the hospital in Los Gatos, that the ECHD did not
contribute monies directly to the purchase or operation of the hospital in Los Gatos and
that the ECHD is therefore not providing services outside its boundaries.

In June 2011, rather than accept this conclusion, LAFCO requested that a service review
and audit be conducted of the ECHD in order to verify this information and conclusion.
LAFCO directed staff to develop a work plan for conducting a focused service review
and audit of the ECHD to help resolve the issues identified. At the August 2011 meeting,
LAFCO approved the work plan and directed staff to draft a RF _ for consultants to
conduct the audit and service review for the ECHD. LAFCO alsq established an ad -hoc
committee of two LAFCO Commissioners to assist staff inseleefing the consultant and to
advise as needed on the project.
111. Scope of Services

A draft Scope of Services is enclosed with this RPI' "as "Attachment 1.À:;,final statement of
services to be provided will be negotiated witltlefirm selected to conduct;the service
review and will be included as part of the professional services agreement:
IV. Budget

A final budget amount for this proj6a will be negotiated with the firm selected for the
work prior to reaching agreement. The anticipated project cost of the proposal should
not exceed Vto be determined by LAFCO):` ,

V. Schedule

Timing s a concern tol̀g AFC& because ot,'ilie_Cleadlines int̀he CKH Act and the need to
address the identi&W'i3ssues in a finely maxis er. It is anticipated that the firm will start
work in Decemb& -2011. The El. amino Hospital District Service Review and Audit
must be completed aY d;adopted by I AFCO by pud June 2012. The final schedule for this
project will - be,eegotiafeij "O*'the firri 'selecfed'for the work prior to reaching an
agreement.::.

T

VI. ,; °`;'Proposal Requlremerifs'`::.
Responr, to this RFP must:include all of the following:
1. A"s'tWment about4he firm that describes its history as well as the competencies

and resuanes of theprincipal and all professionals who will be involved in the
work. T i sstatd tent should describe the firm's level of expertise in the
following areas
General Expertise

Familiarity with the CKH Act, the role and functions of LAFCO, and the
service review process

Knowledge of hospital / health care district law is desirable

Management level understanding of how local governmental services are
delivered and financed
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Expertise in the financial analysis of local governmental service delivery
systems, including identifying financing constraints / opportunities and cost
avoidance opportunities

Expertise in governance structure analysis, including evaluating government
structure options (advantages and disadvantages of the consolidation or
reorganization of service providers)

Ability to analyze and present information in an organized format

Ability to quickly interpret varied planning, financial; budget and legal
documents

Ability to facilitate and synthesize input front abariety. of sources

Familiarity with public input processe_a iil experience ? ifthandling the
presentation and dissemination of c "information for review and
comment

Experience in fostering multi- agency partners p9 and cooperative problem -
solving

Ability to provide flexible.:and creative alternatives where necessary to
resolve service and policyissues _;•. -

Audit Expertise

Qualified to-perft rin indepeiident,ffidnagen,.ifi* performance and financial
audits of.lbcal goverrunent ago6es in the State of California in accordance
with thO.:United States ,Cover nrnent Accountability Office (USGAO) (Yellow

Experience performing operations performance and management audits of
ppeeiaI districtisliospital and health care facilities
Experience"eonductiitg budget and financial analyses of local government
agencies sucl`,as counties, cities and special districts with multiple funding
sources including restricted, enterprise, special funds and other funds

Thorough knowledge of:
Rrrrnciple§,k̀id practices of governmental accounting necessary to analyze
arid, evaluate complex financial transactions based on multiple funding
sources including restricted funds.
Auditing standards and procedures, legal requirements and techniques

Ability to:

Analyze and evaluate financial data and draw conclusions and
recommendations

Review and evaluate financial reports, working papers and procedures
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Prepare graphical representations of findings and conclusions
2. Identification of the lead professional responsible for the project and

identification of the professional(s) who will be performing the day -to -day work.
3. Identification of any associate consultant firms to be involved. If associate

consultant firms are proposed, describe the work they will perform and include
the same information for each as required for items 1 and 2 above.

4. A statement of related experience accomplished in the last three years and
references for each such project, including the contact,naix[e, address and
telephone number.

5. A statement regarding the anticipated approach fbr'thi5.project, explicitly
discussing and identifying any suggested changes to the c̀lraft Scope of Services
Attachment 1).

6. Identify and describe any anticipatedpate tial audit problems" tie firms
approach to resolving these problexni"dany special information,, zriaterials
and /or work assistance required from hAFCO af?'&/' or the El Camino Hospital
District. The expectation is that the consul.ank 5' ere appropriate, will use all
available data sources to complete this project:';

7. An overall project schedule, ineludiri`a task plan,, estimated hours for each
task.

P8. Information about tie availabil ` of all , r "ofessioials who will be involved in the
work, includr , any associate consulfarits.

9. The anticipated project cost; including's
t ,

teed total jizd'etamo tuna. A not-to g

b.,-' Thicost for each - major sub - task= identified in the draft Scope of Services.
The hourly rates for each person who will be involved in the work, including
the rates o any, associate consultants.

cd; ,The cost of ariy expense's in addition to professional staff hourly rates.
10. Comments about thpAraft services agreement (Attachment 3) specifically

including4he abtlitq of the firm to meet the insurance requirements and other

VII. Submission

DUE DATE AND TIME: Tuesday, November 8, 2011 at 5:00 PM. Proposals received
after this time and date may be returned unopened.

NUMBER OF COPIES: 5 original copies and 1 fully reproducible copy
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DELIVER TO: Neelima Palacherla

LAFCO of Santa Clara County
70 West Hedding Street, 11 th Floor
San Jose, CA 95110

Note: If delivery is to be in person please first call the LAFCO office at (408-299-5127 or
5148) to arrange delivery time.

VIII. Evaluation Criteria and Selection Process

Firms will be selected for further consideration and follow-up interviews based on the
following criteria:

relevant work experience

the completeness of the responses

overall project approaches identified:

proposed project budget

A consultant selection committee will conduct in , tervieW'S.and the most qualifiedfied firm
will be selected based on the above evaluation critefia.and reference checks. Interviews
will be held in mid- November 2011;_"Me,selection committee is expected to make a

4 11

decision soon after. Following the selection Of the most qualified firm, a final services
agreement including budget, schedulo;4nd fio4FScope of Services statement will be
negotiated before executing the contract;

LAFCO reserves the right to reject any or proposals, s, to issue addenda to the RFP, to
modify the RFP ortb ca rncel the RFP.
IX. LAFCO Contact

Neelima Pa , Exlaclierla ecutrVO cer

LAFCO of Santa Clara County''"oun ty
Voice: (40$) 299 127
Fax: 8)2954613
Email: neel; . palach rla@ceo.sccgov.org

X. Attachments

L Draft Scope of-Services
2. Draft "ib'nal Service Agreement and Insurance Requirements

X1. Reference Information

Please refer to the LAFCO website (www.santaclara.lafco.ca.gov) for general
information about LAFCO of Santa Clara County and the following links for:

LAFCC's Service Review policies
www.santaclara.lafco.ca.Lyov/t)olicies/SRPolicies2009.Ddf
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2. Service Review Guidelines issued by the Governor's Office of Planning and
Research www.00r.ca.Qov /DlanninL /publications /MSRGuidelines.ndf

3. LAFCO's Northwest Santa Clara County Service Review and Sphere of
Influence Recommendations (which includes LAFCO's 2007 service review
for the El Camino Hospital District)
www .santaclara.lafco.ca.gov /ad svice reviews northwest.html

4. LAFCO staff reports on the El Camino Hospital District and Service Outside
its Boundaries

www. santaclaralafco.ca.E_ov /azenda /Full Packets. /2011Iun01
Item7.ndf

5. 2010 -2011 Santa Clara County Civil Grandjiry Report: E1 Camino Hospital
District
www.scscourt.ore /court divisions ficti / 2011 /El %o20G,atnino %20Hosai
tal %20District.vdf
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ATTACHMENT 1

Audit and Service Review of the El Camino Hospital District

9671AUOIJMZANL '

LAFCO of Santa Clara County will conduct an audit of the El Camino Hospital District
ECHD) in order to resolve certain issues related to the ECHD. Using the information
gathered during the audit, and additional research as necessar, the consultant will
make service review determinations and a recommendation fbr the sphere of influence
boundary for the ECHD.
The consultant will prepare a report which will include the following:
I. An independent audit' verifying to source:documents and - analyzing the

ECHD's transactions and finances inrorder to resolve the finro issues and
the questions identified below. Besides answering these questions, other
information may need to be collectedin „order sufficiently address the
two issues.

Issue #1: Is the El Camino:Hospital District {ECHD) providing services outside
of the District's boundaries?

a. Did / does the ECH thepurchase operation or maintenance
of the,.Los Gatos Hos .ital orother-fa6lities located outside the
Distri=t'sbbO daries? (Tdbe detern - dined through an audit)

b. =Does ECHD contribute 'revenue to the El Camino Hospital
Corporatiomwhich in turnpurchased the hospital in Los Gatos or to
other fadhfi6g_1ocated outsizle the District? If so, what is the purpose

of the.cbntributions andliow are the funds accounted for? (To be
f 'a&term Pied- :through an audit)

c. Separate anal mart from the review of ECHD's role in relation to the
Los oafbs Hospital camvus, does the ECHD provide anv services
outside.o its boundaries? What is the District's role in the various El
Caminb:-Host7ital dialvsis centers throuzhout the county? "Dees theCarni .: ., 

yy yat isI 7 pr6 idc'an' V :t ^ V aut &i e G ; +n i. s? I hcax— v:- sca-ot:Ftariw.
cii:c3i'' 3 iti=:tns

tl"ghcut thc-ce .
d. Do the ECHD's current boundaries reflect the population it serves?

I An audit will be conducted where applicable, and at a minimum, will be conducted to answer those
questions identified as requiring an audit.
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e. Is there a contractual relationship between ECHD and the El Camino
Hospital Corporation? Does ECHD have an equity interest in the
assets of the Corporation? If so, how much? If not, who owns the
assets of the Corporation? (To be determined through an audit)

f. Does the ECHD separately account for the receipt and expenditure of
property tax revenues in a separate fund, or are such monies
comingled with other ECHD revenues? (To be determined through
an audit)

g. Are the ECHD's funds comingled with th6V; Camino Hospital
Corporation's funds? (To be determined; Ef hough an audit)

h. What measures should the ECHD, take'to estall'ish transparency in
the relationship between the ECHD and the El Cimino Hospital
Corporation?

i. What measures should the ECHD take to, be more accoui_atable to the

public / community that its̀efves?
j. If the ECHD is providing service de its boundaries, should its

boundaries be ei ; paaided to inclu& is service area? If so, how would
the affected agencies biOmpacted by'such expansion?

Issue #2: Should the ECHD continue t¢ xstandlai;fcontinue to receive a
sharepf=tle.,property tax revenuer tis, is an independent
goner iment agency necessary to perform the current functions of the

G - D or couj;another'ersting public agency such as the County orl

4iion -profit agency provide.:those services more efficiently?
a. WlYd6,erN&es-is the?EC,HD;ciirrently providing? Is El Camino

gHos Pi .,_ D̀istrict curmittl rovidin the services for which it wasy p
heated ?`Isiere a change in the ECHD's mission since its creation?

b. Wlat zre ECHIa's current revenue sources and amounts including
procei d ,jrorn , Various bonds and for what purpose are the revenues
and boil proceeds used? (To be determined through an audit)

What-g`;kl'ie extent of the ECHD's reserves and what is the purpose of
f,Ahe:_reserves? (To be determined through an audit)

d. What is an appropriate/ adequate amount of reserves for the ECHD?
Does the District have any policies on amount and use of reserves?

e. Does ECHD have a role in the governance/ monitoring of hospital
services provided by the El Camino Hospital Corporation?

f. What is the ECHD's role and responsibility at the end of the lease
agreement between the ECHD and the El Camino Hospital
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Corporation and as it relates to assumption of assets and liabilities of
the Corporation?

g. Would dissolution of the ECHD result in gains in service efficiencies
cost savings or losses in services or service levels?

h. What other entities in the community could become the successor
agency for the ECHD in the event of its dissolution? Could / should
property tax be reallocated to that successor agency?

11. A written statement of determinations for the ECHQ`;iregarding each of the
following considerations required by GovernmentCode section 56430.

1) Growth and population projections, forahe_affected area.
2) Present and planned capacity of public facilities" nd adequacy of

public services, including infrastructure needs ' deficiencies.

3) Financial ability of agencyfo provide services.
4) Status of, and opportunities for, shared facilities.
5) Accountability for community sefvice needs, including

governmental stzizetiixQ and operatirSnal efficiencies.
6) Any other matter 'relate&6 &fective or efficient service delivery, as

required by commission policy:
III. A recommendatiari- for,the update. .offfie ECHWS'sphere of influence

including a written statement of determinations for each of the following
considerations required'.by Governtrtent Code section 56425:

1) "I'1aepresent;andplanned lair uses in the area, including agricultural
p .,and eopes' ace

2 ) <`1he preseritand probable need for public facilities and services in the

3) The present capacity of public facilities and adequacy of public
services tf1at the agency provides or is authorized to provide.
The existence of any social or economic communities of interest in
the,azea if the commission determines that they are relevant to the

5) The nature, location, and extent of any functions or classes of services
provided by the existing district.

Overview of Process and Tasks

The audit will be conducted in accordance with professional standards and procedures
generally accepted in California (USGAO and AICPA). The service review
determinations and sphere of influence (SOI) recommendation will be prepared in
accordance with LAFCO policies adopted by the Commission and the service review
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guidelines developed by the Governor's Office of Planning and Research (OPR) where
feasible. Preparation of the audit, service review determinations, and SOI
recommendation will include the following steps, although other activities may be
necessary:

1. Data Collection and Review

Develop an overall plan to prepare the audit,
determinations, and sphere of influence recoi
Camino Hospital District

Identify appropriate criteria
audit and service review del

Review methodology with LAFCQ's'ta"ff and

Collect necessary documents
meetings, surveys and /or re

Compile information

Verify compiled infoNi ation,
Work Products: Consulta4mu

2. Data Analysis,< <`r,s

Indep.646ntl
staA4*s, as
Present to'4n,

4Vbrk Products ,,;y„

3. Draft "Report

a

ize data

review

ition for the El

for the independent

committee

iformation through inte'rV pi

agen( -y, , ', , "

v to LAFCO staff complete

preliminary findings based on

findings with LAFCO staff

findings lo ad -hoc committee

must deliver preliminary analysis and findings
staff

a &afE report addressing the issues and including required
fowublic review and comment

draft report to LAFCO at public hearing
Work Products: Consultant must deliver to LAFCO a MS Word formatted

version, a PDF formatted version, and 9 hard copies of the
draft report.

Final Report

Respond to comments and prepare a final report including required
findings
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a Present the final report to LAFCO at a public hearing for adoption
Work Products: Consultant must deliver to LAFCO a MS Word formatted

version, a PDF formatted version, and 9 hard copies of the
final report.
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00 00 LAFCO AGENDA ITEM #7

Local Agency Formation Commission of Santa Clara County

LAFCO MEETING: October 5, 2011

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: REVISED DRAFT RESPONSE TO THE 2010 -2011 CIVIL GRAND

JURY REPORT

STAFF RECOMMENDATIONS

1 Consider and approve the attached revised response (Attachment A) to the 2010-
2011 Santa Clara County Civil Grand Jury's Report of June 16,2011 entitled
LAFCO's Responsibility for Special Districts: Overseen or Overlooked ?"

2. Direct staff to forward the response to the Presiding Judge of the Santa Clara
County Superior Court and the Foreperson of the 2010-2011 Civil Grand Jury.

BACKGROUND

On June 16, 2011, the Santa Clara County Civil Grand Jury released a report entitled
LAFCO's Responsibility for Special Districts Overseen or Overlooked ?" The Grand Jury
Report contains four findings and ten recommendations directed to LAFCO of Santa Clara
County At the August 3, 2011 meeting, LAFCO discussed and considered staff's draft
response to the report, recommended minor revisions to the draft, directed staff to work
with an ad -hoc committee of two Commissioners (i.e. Commissioner Constant and
Commissioner Wasserman) to revise the draft accordingly, and to then bring the revised
draft to the full Commission for their review and approval at the October 5th LAFCO
meeting. LAFCO also directed staff to inform the Civil Grand Jury that it would provide a
response to the report after LAFCO's October 2011 meeting. LAFCO staff has revised the
draft response as recommended by the Commission and the ad -hoc committee has
reviewed and accepted the revisions The revised draft response, with the tracked
changes, is attached for the Commission's consideration and approval
NEXT STEPS

Upon approval by the Commission, the response will be forwarded to the Honorable
Richard J. Loftus, Jr., who is the Presiding Judge of the Santa Clara County Superior
Court, and to the Foreperson of the 2010 -2011 Civil Grand Jury. A copy will be kept on
file with the LAFCO Clerk

ATTACHMENTS

Attachment A_ Revised Draft Response from LAFCO to the Santa Clara County Grand
Jury regarding June 16, 2011 Grand Jury Report
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October 5A-ugust - -. 2011

Honorable Richard J. Loftus, Jr.
Judge of the Superior Court
Hall of justice
191 North First Street

San Jose, CA 95113

AGENDA ITEM # 7
Attachment A

1111 MA

RE: 2010 -2011 Santa Clara County Civil Grand Jury Report Entitled "LAFCO's
Responsibility for Special Districts: Overseen or Overlooked ?"

Dear Judge Loftus and Members of the 2010 -2011 Civil Grand Jury:

The Local Agency Formation Commission of Santa Clara County ( LAFCO) reviewed
the 2010 -2011 Santa Clara County Civil Grand Jury Report and at its meeting on August
3, 2011, approved this letter in response to the report and the findings and
recommendations contained within it.

GENERAL COMMENTS

The state's mandate to LAFCOs to encourage orderly growth and development and
logical boundaries, to prevent sprawl, to protect open space and agricultural lands and
to promote efficient delivery of services along with the long standing urban
development policies in Santa Clara County dictate and set the context for Santa Clara
LAFCO's work. A substantial portion of LAFCO's work load involves processing
applications for jurisdictional boundary changes and service extensions. Until recently,
there was much interest from cities in Santa Clara County for expanding outwards. In
the last ten years, LAFCO has processed a wide array of applications - including
complex applications such as the San Martin incorporation proposal and has
proactively provided comments on several large -scale and potentially precedent setting
development proposals such as San Jose's Coyote Valley Specific Plan, Gilroy's 660 acre
General Plan Amendment and four other major urban service area amendment
proposals and Morgan Hill's South East Quadrant urban service area amendment
proposal, among others. LAFCO also adopted critical policies such as the agricultural
mitigation policies to provide guidance to applicants and to enable consistency in
LAFCO's evaluation of proposals.

Apart from processing applications and performing other application related activities,
during this time period, LAFCO started and successfully completed its first round of
service reviews and sphere of influence updates for cities and special districts.
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Additionally, LAFCO also adopted its island annexation policies and started its island
annexation program - a model for LAFCOs statewide.

LAFCO has been able to complete all of this with a very modest level of staffing and
limited budget by balancing its resources and by taking advantage of certain unique
opportunities. Santa Clara LAFCO has had to be strategic in terms of the issues that it
decides to work on. Santa Clara LAFCO has received awards from CALAFCO for its

work, including the "2007 Most Effective Commission," "2009 Outstanding CALAFCO
Member (Commissioner Susan Vicklund- Wilson)," and "2009 Outstanding LAFCO
Clerk."

With the original passage and subsequent extension of the law streamlining the island
annexation process, LAFCO made a conscious decision to work with interested cities
and the County in order to facilitate the annexation of urban unincorporated islands.
For decades these islands have created inefficiencies for both the city that substantially
surrounds them and the County. LAFCO's efforts have led to the annexation of over 80
unincorporated islands across the County and the dissolution of the Sunol Sanitary
District, a district that served several small urban unincorporated islands in San Jose.
LAFCO staff worked very closely with the Sunol Sanitary District's staff in order to help
the District initiate the dissolution process and to facilitate a smooth transition between
the District and the City of San Jose. Annexation of the islands provides opportunities
for the dissolution of special districts and without LAFCO's focus on this issue, these
islands and the inefficiencies they bring (including the need for special districts) would
have continued for another 50 years or longer.
Due to the current economic downturn, the level of interest for major city expansions
has diminished somewhat and has allowed LAFCO to begin to turn its attention more
fully to its next round of service reviews, including considering the various potential
issues that were identified at a cursory level in the initial service reviews. Issues, such as
those pertaining to El Camino Hospital District, have also emerged and must be
addressed. Also, LAFCO has completed its Countywide Fire Service Review and is now
conducting further research and analysis on potential changes in the governance
structure of two fire districts that could achieve greater efficiencies in fire service.
LAFCO is completing a Countywide Water Service Review which will address many
subjects including transparency, effective service delivery, and the need to maintain any
given district. LAFCO, through CALAFCO, has been working worked successfully to
support the passage of AB 912 (Gordon) which would significantly streamlines the
dissolution process for special districts. AB 912, much like the streamlined island
annexation law, wound-provides a unique opportunity for LAFCO to strategically focus,
where appropriate, on analyzing and initiating changes in governance of special
districts to achieve greater efficiencies.

Whether it is working with cities on facilitating island annexations or working with
special districts on changes in governance, each issue requires special planning,
preparation, coordination and interaction with affected parties. With modest resources
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LAFCO of Santa Clara County will continue to fulfill its statutory responsibilities while
being strategic about the issues it chooses to focus on at any particular time.

COMMENTS REGARDING THE FINDINGS AND RECOMMENDATIONS

FINDING 1

The recommendations SCC LAFCO makes through its mandatory service review
reports are intended to improve agency performance and may recommend special
district dissolution when the services those districts were intended to provide are no
longer provided or needed; however, SCC LAFCO stops short of enforcing the
implementation of its recommendations either because they do not think this is
within their purview or because they are afraid of potential litigation.

Response:

The respondent disagrees whelly- partiall the finding. Please see below and the
response to Recommendation 1A for the exvlanation.

The reason for LAFCO not enforcine service review recommendations to dissolve

special districts is not because LAFCO thinks that it is not within LAFCO's _purview or
because LAFCO is afraid of votential litigation.

LAFCO of Santa Clara County clearly understands that it has the authority to initiate
the dissolution of a special district (please see Attachment A: page 11 of the LAFCO
Staff Report dated December 15, 2010 which identifies that LAFCO may initiate the
dissolution of a special district). While potential litigation is a serious concern for
LAFCO, as it is for any public aeencv, and while LAFCO may evaluate and consider the
various risks from potential litigation, LAFCO of Santa Clara County has not made a
decision on whether or not to initiate the dissolution of a special district solely based on
this issue.

Because the dissolution of a special district is a significant non - reversible action, LAFCO
will begin dissolution Droceedfnes only after careful consideration and a deliberate
process which will evaluate whether dissolution of an aeencv is the answer to the issues
identified and whether it is achievable. This process takes time. effort, strateev and

involves collaboration and consultation with affected parties.

Service Reviews provide LAFCO with information and preliminary analysis on
potential options for government structure changes that could result in increased
service efficiencies. The dissolution of a special district may be identified in the service
reviews as one such potential government structure option. State law allows LAFCOs to
initiate the dissolution of a special district provided LAFCO is able to make certain
findings (i.e. LAFCO must establish that the dissolution will lead to similar or lower
public service costs and must establish that there will be no reduction of public access
or accountability for the service and financial resources). LAFCO's service reviews are
not designed to be dissolution studies and may not contain this level of analysis.
Therefore, LAFCO (using consultants) must prepare additional, more detailed analysis
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Take for example, the recently completed Countywide Fire Service Review adopted by
LAFCO in December 2010. Following the adoption of the Fire Service Review, staff
prepared a report on implementation of the government structure options identified in
the Fire Service Review Report (please see Attachment A). LAFCO directed staff to
pursue further research and report back to the Commission on the options including the
dissolution of Saratoga Fire Protection District and Los Altos Hills County Fire District.
Staff is in the process of preparing the additional information and consulting with the
affected parties.

Special district dissolutions are complex lengthy processes that could potentially be
controversial and expensive. Besides the completion of specific studies and analysis
required in order to initiate the dissolution of a special district, a strategic and favorable
alignment of outside factors such as the local political climate, community
interest /involvement, economic conditions, legislative changes (e.g. the recent passage
of AB 912) and so on, may be necessary for LAFCO to pursue such changes in a
successful manner.

RECOMMENDATION 1A

SCC LAFCO should develop and adopt policy directives that ensure, through its
service reviews, that SCC LAFCO proactively examines, oversees, and makes
recommendations regarding whether special districts should continue to exist.

Response:

The recommendation has not yet been implemented, but will be implemented by
LAFCO in the next 6 months. While LAFCO does not have a specific policy concerning
this, our practice has been to consider these issues through service reviews and in
follow -up research and analysis (for example, the 2010 Countywide Fire Service
Review). But in the interest of transparency, we would like to implement this
recommendation and adopt specific written policies.
RECOMMENDATION 113

SCC LAFCO should adopt policies that direct LAFCO staff to exercise its enforcement
authority where appropriate.
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Response:

The recommendation will not be implemented because it is not reasonable. LAFCO staff
has no standalone enforcement authority. LAFCO staff brings issues /violations to the
Commissions attention and provides recommendations concerning potential options
for addressing these issues or violations. However, LAFCO must direct staff regarding
any enforcement action.

WITU11uTlzIMM Y Milli [!

SCC LAFCO Commission should consider adopting a policy strongly encouraging
Commissioners and staff who are active in CALAFCO's legislative committee to lobby
the California legislature to strengthen protections against litigation based on LAFCO
actions.

Response:

This recommendation will not be implemented because it is not warranted and is not
reasonable. CALAFCO is well aware of this issue, and has testified on the subject of
special district consolidations before a joint hearing held by the Assembly Local
Government Committee and the Assembly Accountability and Administrative Review
Committee in March 2011. CALAFCO identified five opportunities for solutions that
may help encourage more consolidation efforts of local agencies including protection
against the threat of litigation. The Committee as well as several legislators have
expressed interest in CALAFCO's recommendations and may consider potential
legislation in the future. Furthermore, CALAFCO has an adopted set of legislative
policies for seeking legislative changes that affect LAFCOs across the state. The LAFCO
Executive Officer and a LAFCO Commissioner are both active members of CALAFCO's

Legislative Committee and will continue to work on these issues within CALAFCO's
established framework and policies. CALAFCO's current work on Assembly Bill 912
Gordon), which was recently sinned by the Governorwould-allow-LAFCO tc -oracr
dissolution irez1 v w. c rtaiF; -lrckk :",sta kf2$, 1$ an

excellent example of CALAFCO's legislative advocacy process and LAFCO's
involvement.

RECOMMENDATION 1D

SCC LAFCO staff should actively oversee that agencies address and implement
recommendations made in LAFCO service review reports.

Response:

The recommendation has been implemented. Where appropriate and at the direction of
LAFCO, LAFCO staff is doing this. See Attachment A for proposed steps for
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implementation of recommendations / options identified in the Countywide Fire
Service Review Report. However, LAFCO may not have oversight over certain service
review recommendations. For example, the recent Countywide Fire Protection Service
Review Report identified several opportunities for fire service providers to achieve
greater efficiencies and economies of scale, such as consolidating emergency
communications systems, consolidating stations and apparatus, and sharing fire
specialized staff. LAFCO has no authority over implementing these recommendations.
But LAFCO staff tracks those recommendations and provides updates to LAFCO
accordingly. An excellent example of this is LAFCO staff's June 1, 2011 update to
LAFCO concerning recent efforts in the northern portion of the county with regard to
regionalization of fire protection services.

FINDING 2

Previous SCC LAFCO service reviews fall short of addressing subjects of
transparency, the examination of effective service delivery by special districts, or
addressing the continuing need to maintain any given district, which, together with
the topics the reports do cover, would constitute a performance audit.

Response:

The respondent disagrees partially with the finding.
Prior to LAFCO's first round of service reviews, there was little information available
concerning special districts, especially the smaller, lesser known districts. At that time
neither LAFCO nor most special districts had current maps of special district
boundaries. LAFCO's first round of service reviews focused more heavily on data
collection and developing an accurate map of a district's boundaries and less on
conducting a detailed analysis. As a result, the degree to which detailed analysis
regarding transparency, effective service delivery, and the need to maintain any given
district, were included in LAFCO's first round of service reviews varies. In hindsight,
LAFCO's 2007 review of the El Camino Hospital District is an example of where more
analysis regarding these issues should have been included.

However, since then, we have become more familiar with these issues and are using the
second round of service reviews to conduct a more in -depth examination of these
issues. LAFCO recently completed its second round Countywide Fire Protection Service
Review and is conducting further research and analysis on these issues in relation to
potential changes in the governance structure of two fire districts. LAFCO is also
currently conducting a Countywide Water Service Review which will also address these
issues in relation to water districts and resource conservation districts and the

remaining service reviews will also address these issues in much greater detail than the
previous service reviews, starting with a separate focused service review for the El
Camino Hospital District (please see Attachment B).
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RECOMMENDATION 2A

SCC LAFCO should continue with the proposed plan to perform a service review of
special districts (other than fire and water) separate from municipalities.

Response:

The recommendation has been implemented for the El Camino Hospital District
ECHD). LAFCO has directed staff to prioritize LAFCO's review of ECHD and LAFCO
staff is recommending that LAFCO conduct a separate focused service review for El
Camino Hospital District including a forensic accounting of the District's revenues
please see Attachment B). Regarding the remaining special districts and cities, the
recommendation requires further analysis. Within the next 6 months, LAFCO staff will
develop a work plan for completing the remaining service reviews taking into
consideration changes and events that have and are occurring at the state and local
level.

RECOMMENDATION 2B

SCC LAFCO should handle the next service review for special districts as a
performance audit, to include an examination of effective service delivery and an
assessment of the continued need for the district, if any.

Response:

The recommendation has been implemented or will be implemented in the future. As
noted in our response to Finding 2, the subjects of transparency, effective service
delivery, and the need to maintain any given district, will be addressed in LAFCO's
upcoming El Camino Hospital District service review which will begin by January 2012.
Furthermore, LAFCO's 2010 Countywide Fire Protection Service Review addressed
these issues and LAFCO's remaining service reviews will address these issues in detail.

RECOMMENDATION 2C

Particularly as there appears to be no urgency to its decision with respect to El
Camino Hospital District (see minutes of the April 2011 meeting), SCC LAFCO should
complete a thorough El Camino Hospital District service review prior to any further
Commission action on the topic.

Response:

The recommendation has been implemented. LAFCO, at its June 1, 2011 meeting,
directed staff to take a closer look at El Camino Hospital District as part of the
upcoming service review and to include a forensic accounting of the financing of the
purchase of Los Gatos Hospital and to report back to the Commission on this issue after
the service review is completed. Furthermore, ^'°• ; dwelepedLAFCO, at its August
3, 2011 meetine approved a work plan (please see Attachment B) that also includes an
examination of any financing of other facilities that are outside of the District (e.g.
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dialysis centers), examination of effective service delivery, and an assessment of the
continued need for the district.

FINDING 3

SCC LAFCO has failed to initiate action to dissolve special districts that it has already
determined are obsolete, such as the Saratoga Cemetery District.
Response:

The respondent disagrees wholly with the finding.

No such determination has been made by LAFCO or in LAFCO's service reviews
regarding the Saratoga Cemetery District.

RECOMMENDATION 3

Facilitated by its service review recommendations, SCC LAFCO should proceed with
action to dissolve those special districts that have outlived their usefulness or that
can continue to provide the same level of service without property tax revenues.

Response:

The recommendation has not yet been implemented, but will be implemented by
LAFCO where appropriate. LAFCO must conduct additional analysis before it can
decide whether it is appropriate to dissolve a special district and before it can make the
statutorily required findings to initiate the dissolution of a special district. LAFCO's
Countywide Fire Service Review indentified potential changes in governance structure
that could achieve greater efficiencies in fire service. LAFCO has directed staff to take a
closer look at two fire districts (i.e. Saratoga Fire Protection District and Los Altos Hills
County Fire District) that contract with another fire district for fire service, in order to
see if there is an opportunity. LAFCO staff is currently working on this.

FINDING 4

SCC LAFCO Commissioners receive limited training about LAFCO and are not fully
educated as to their broad responsibilities to oversee LAFCO or LAFCO's
responsibilities regarding special districts.
Response:

The respondent disagrees wholly with the finding.
All LAFCO commissioners receive comprehensive orientation training on LAFCO upon
receiving their appointment to LAFCO. Commissioners also have opportunities to
attend CALAFCO Conferences that include sessions on various aspects of LAFCO,
including special districts. Many commissioners will be attending CALAFCO's
upcoming Conference. Also, some commissioners have attended CALAFCO

Page 8 of 10



DRAFT

University's daylong classes on specific LAFCO issues, such as fire district
consolidations and agricultural mitigation.

Additionally, LAFCO staff-does provide- receive training on a "just in time" basis. An
excellent example of this is the December 15, 2010 LAFCO staff report (please see
Attachment Al and presentation to LAFCO regarding the Countvwide Fire Protection

Service Review and the specific options identified in the service review report for
achieving fire service efficiencies.

As another example - prior to processing the San Martin Incorporation Proposal,

LAFCO hired a consultant who was familiar with the incorporation process to provide
two special training sessions or workshops, for LAFCO, affected agencies and for the

community of San Martin on the incorporation process and issues. when an item is
plaeedon age A. „ nertexa:rple-ofthis
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Lastly, several Bay Area LAFCO Executive Officers, including Santa Clara LAFCO, are
trying to organize a CALAFCO University class regarding Hospital/ Healthcare
Districts that commissioners would be encouraged to attend in order to gain greater
knowledge. The materials from that class could also be provided to commissioners at a
LAFCO meeting.

RECOMMENDATION 4A

SCC LAFCO Commissioners should initiate means to more completely understand the
full range of their authority, through independent learning and more thorough staff
briefings.

Response:

The recommendation has been implemented. Please see LAFCO's response to Finding 4
for further explanation.

RECOMMENDATION 413

SCC LAFCO staff should use Commission information packets to provide "just in time”
training. Examples: present a full range of options when presenting
recommendations for Commission decisions, weigh the alternative options, include
information on the full range of LAFCO authority, and include broader contextual
information surrounding an issue on the agenda.
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Response:

The recommendation has been implemented. Please see LAFCO's response to Finding 4
for further explanation.

We appreciate the Grand Jury's interest in LAFCO of Santa Clara County. Thank you
for the opportunity to respond to the findings /recommendations presented in the
report.

Sincerely,

Liz Kniss, Chairperson
LAFCO of Santa Clara County

ATTACHMENTS

1. December 15, 2010 LAFCO Staff Report: 2010 Countywide Fire Service Review
Final Report and Sphere of Influence Updates for Fire Districts

2. August 3, 2011 LAFCO Staff Report: Proposed Work Plan for El Camino Hospital
District Service Review {nom Agenda T
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Local Agency Formation Commission of Santa Clara County

LAFCO Meeting: October 5, 2011

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Mala Subramanian, LAFCO Counsel

SUBJECT: SARATOGA FIRE PROTECTION DISTRICT

STAFF RECOMMENDATION

Direct staff to prepare a work plan for the potential dissolution of the Saratoga
Fire. Protection District and annexation of its territory to the Santa Clara County
Central Fire Protection District under the current process which may require an
election, and hire a consultant to conduct a special study to prepare a detailed
analysis of the cost savings and fiscal impacts.

BACKGROUND AND ANALYSIS

On December 15, 2010, LAFCO adopted the 2010 Countywide Fire Service Review
which indicated that approximately $118,000 in annual administrative costs could be
reduced by dissolving the Saratoga Fire Protection District (SPD) and annexing its
territory to the Santa Clara County Central Fire Protection District (CCPD) At that
meeting, LAFCO also directed staff to pursue further research / analysis of this option
and report back to the Commission. Staff has been in the process of preparing
information on the dissolution process and meeting with the various affected agencies
including the County of Santa Clara and the CCPD. Staff met with the chairperson of
the SPD in June 2011 to discuss this issue

In early August, AB 912 was signed into law by the Governor and effective January 1,
2012, would allow for a more streamlined approach to dissolutions by eliminating
requirements for election Soon after, we received correspondence from the SPD's
Counsel expressing the SPD's strong opposition to its dissolution and alleging that
LAFCO cannot utilize AB 912 to dissolve the SPD (See Attachment A for the letter)

Upon further review and research into the bill, we believe that a strong argument can
be made that AB 912 only applies to dissolutions and therefore, should not be utilized
by LAFCO for proposals which involve dissolution of a district followed by annexation
to another district.

The Commission however, may choose to proceed with initiation of the dissolution
under the regular LAFCO process, which may require an election

70 West Heeding Street • I I in Floor. East Wing • San Jose, CA 95110 - X4081 299-5127 • ( 408) 295 -1613 Fax • w sentaclara.lafcoxa.gov
COMMISSIONERS: Pete Constant, Liz Kniss, Margaret Abe -Koga, Mike Wasserman, Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Al Pmheiro, George Shimkawa, Terry Trumbull
EXECUTIVE OFFICER: Neebma Palacherla



The following is a summary of key steps necessary in a LAFCO initiated dissolution of a
district with concurrent annexation to another district.

LAFCO Initiation & Determinations

Dissolution may be initiated by a petition of landowners or voters, by a district, or by
LAFCO. LAFCO may initiate a dissolution or a reorganization which includes a
dissolution only if the proposal is consistent with a conclusion or recommendation in
the service review, sphere of influence update or special study and the Commission
makes both of the following determinations required in Government Code § 56881.
GC §56375(a)(2)(F) & (a)(3)]:

1. Public service costs of the proposal is likely to be less than or substantially
similar to the costs of alternative means of providing the service.

2. The proposal promotes public access and accountability for community services
needs and financial resources.

While the 2010 Countywide Fire Service Review contained information regarding this
issue and concluded that the dissolution of the SFD and annexation to the CCFD would

result in annual administrative cost savings in the amount of $118,000, additional
analysis is required to verify the data, address issues regarding the district's assets and
liabilities in detail, and make the necessary findings. A detailed analysis of the cost
savings and fiscal impacts will require review of the agencies' financial statements and
audits by an independent expert. Staff recommends that LAFCO retain an independent
financial consultant to prepare this analysis. It is anticipated that the cost could be
approximately $10,000, and should not exceed $15,000 for such review, analysis and
report / statement.

Property Tax Exchange

For jurisdictional changes that would affect one or more special districts, pursuant to
Revenue and Tax Code §99(b)(5), the County Board of Supervisors are required to
establish the amount of property tax transfer between the affected special districts.
Because this proposal involves the dissolution of SFD and annexation of its territory to
CCFD, the key decision would be to establish how much property tax allocation CCFD
should receive. CCFD, upon taking over the service responsibility from SFD, is expected
to receive the same portion of the 1°o tax allocation as SFD was receiving and it is
expected that no other agency would be affected by this transfer.

LAFCO Public Hearing and Protest Proceeding

LAFCO is required to hold a public hearing and provide appropriate notice on the
proposed dissolution / reorganization proposal. At the hearing, LAFCO may approve,
deny or approve with terms and conditions and set a date for holding a protest
proceeding in the affected territory. Based on the level of written protest received at the
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protest proceeding, the proposal may be terminated, ordered without election or be
subject to an election.

Election may be Required

The proposal is terminated if written protest is received from 50% or more of the voters
residing in the territory. [GC §57078]

If protest is received from at least 10% of the number of landowners within the district's
affected territory who also own 10% of assessed value of land within the territory or
from at least 10% of registered voters in the district's affected territory, then an election
is required. [GC §57113(a)(1) &(b)]]

The proposal is ordered without election if it does not meet the above listed protest
thresholds. [GC §56854(a)(3)]

In the case of a dissolution proposal initiated by LAFCO, AB 912 eliminates the
requirement for an election — that is, the proposal is terminated if majority protest exists
and the proposal is ordered without an election if majority protest does not exist.

Flow charts depicting the regular dissolution process and the AB 912 streamlined
process are attached. (See Attachment B and Attachment C)

NEXT STEPS

Upon Commission direction to proceed, staff will prepare a work plan and a Draft
Request for Proposals for consultants to prepare a special study focused on the potential
savings and impacts of dissolution of Saratoga Fire District and annexation to CCFD.

ATTACHMENTS

Attachment A: Letter dated August 16, 2011, from Harold S. Toppel, District Counsel
for the Saratoga Fire Protection District.

Attachment B: Flow Chart for LAFCO Initiated Dissolution with Concurrent

Annexation

Attachment C: Flow Chart for LAFCO Initiated Dissolution under AB 912
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AGENDA ITEM # 8
Attachment A

ATY,wsm . FARASYN, LLP
ATTORNEYS AT LAW

660 WEST DANA STREET
REPLYTO: P.O. BOX 279 1.M, ATKINSON(1892.1982)
HAROLD S. ToPPEL MOUNTAIN VIEW, CALIFORNIA 94042 L.M. FARASYN(1916 -1979)

TELEPHONE (650)967-694J-
FACSIMILE (650)967.1395

August 16, 2011

Neelima Palacherla
Executive Officer

Santa Clara County LAFCO
70 West Hedding Street
11th Floor

San Jose, CA 95110

Re: Saratoga Fire Protection District
Request for Special Notice

Dear Ms. Palacherla:

Pursuant to Government Code Section 54954.1, request is hereby made for a copy of
the agenda for any regular or special meeting of the Santa Clara County Local Agency
Formation Commission which contains any item pertaining to the Saratoga Fire Protection
District. The copy should be mailed to the undersigned at the above address.

S ' truly
yours,

ez
Harold S. Toppel

cc: Saratoga Fire District



ATKINSON . FAB,AsYN, LLP
ATTORNERS AT LAW

660 WEST DANA STREET
REPLYTO: P.O. BOX279
HAROLD S. TOPPEL MOUNTAIN VIE CALIFORNIA 94042

I.M. ATAINSON (1892 -1982)
W, L.M. FARASYN ( 1915 -1979)

TELEPHONE ( 650 )967.6941
mstmtu (650) 967 4395

August 16, 2011

Neehma Palacherla
Executive Officer

Santa Clara County LAFCO
70 West Hedding Street
11th Floor

San Jose, CA 95110

Re: Saratoga Fire Protection District

Dear Ms. Palacherla:

The undersigned is the District Counsel for the Saratoga Fire Protection District
the District" or "SFD ").

The' District's'Board of Directors has been •advised by its Chairman, Joe,Long,,that
he receiitlq met with you, at your request. It would appear that you.requested this meeting,
for the purpose ofdiscussing the possible consolidation of SFD with the Santa, Clara County
Central Fire Protection District ( "CCFD "). It is my understanding that during , t P? meeting
you referred to Assembly Bill No. 912, which amends Section 57077 of the Government
Code to expand the power of LAFCO to order the dissolution of a special district without
first obtaining a request for dissolution by the governing body of the district and without a
vote by the residents of that district. As you probably know, AB 912 has now been passed
by the Legislature and was signed into law by the governor on July 25, 2011. Since it was
not enacted as an urgency measure, it will take effect on January 1, 2012.

It is unclear to the SFD Board of Directors whether your meeting with Mr. Long was
simply, a preliminary inquiry to determine whether the District had any interest in
exploring the possibility of consolidation with CCFD, or whether this meeting was an
advance, informal notice of an intention by LAFCO (or its staff) to initiate proceedings for
dissolution of SFD pursuant to Section 57077, as amended by AB 912. If only an inquiry
was intended, we are informed that Mr. Long stated unequivocally that SFD had no
interest whatsoever in dissolving itself and consolidating with CCFD. Mr. Long further
stated to you that any attempt by LAFCO to initiate a dissolution would be. vigorously
opposed by the District and its many supporters in the community. .1 should,remind you
that when the District went to its '•constituents for, approval, ofassessments to. finance
construction of its new fire statich: the measure' received over 88% approval by.the voters.
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August 16, 2011
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Although the District's opposition to an involuntary dissolution has been clearly
communicated, we feel it is necessary to offer some additional comments on AB 912, just in
case serious consideration is still being given to a LAFCO initiated dissolution of SFD. For
starters, it should be noted that the Saratoga Fire District does not fit the description of a
special district suitable for dissolution pursuant to AB 912. As stated by the Senate Rules
Committee Office of Senate Floor Analyses, AB 912 is intended to facilitate dissolution of
identified vestigial districts that linger because no one wants to tape the time to get rid of
them." The SFD can hardly be classified as "vestigial." It is actively conducting its
business, as it has done for the last 88 years. No desire to dissolve the District has been
expressed by the SFD Board, the residents of the District, or the CCFD Board_ During his
recent meeting with you, Mr. Long asked what actual benefits the residents of the District
would obtain from a dissolution of SFD. He received no response.

It is our understanding that LAFCO has not consulted with CCFD concerning a
proposal to dissolve SFD. We assume you are aware of the fact that a dissolution is not the
same thing as a consolidation and each has a different definition in the Act (compare
56030 and §56035). AB 912 only applies to dissolutions and does not give LAFCO the
power to order a consolidation or merger of the special district being dissolved with any
other special district or the annexation of its territory to any other district. This is
consistent with the presumption inherent in AB 912 that only the "vestigial" remains are
being dissolved of a special district that is no longer actively performing any governmental
functions — which certainly is not the case with regard to the SFD.

Government Code Section 57077 is part of the Cortese -Knox- Hertzberg Local
Government Reorganization Act of 2000 (Government Code § §56000 et seq.)( "the Act "). A

careful analysis of Section 57077, as now amended by AB 912, shows that LAFCO cannot
simply adopt a resolution to dissolve a special district. Commission initiated proceedings
for dissolution must be consistent with prior action of the Commission pursuant to Section
56378 [ service area study], 56425 [ sphere of influence], or 56430 [ service review].
57077(b). To satisfy this requirement, we assume you would be relying upon the 2010
Countywide Fire Service Review Report as constituting such "prior action." However, as
you may recall, the SFD raised numerous objections to the draft Report, as set forth in a
letter to LAFCO dated October 18, 2010, a copy of which is enclosed for your reference. The
defects mentioned in our letter were not corrected in the final Report and we still consider
that Report to be factually and legally flawed.

Since a dissolution of SFD would not be initiated by the District Board, it would
necessarily be a commission- initiated proceeding governed by paragraph (b)(2) of Section
57077, which reads as follows (italics added):

2) If the dissolution is initiated by an affected local agency, by the commission
pursuant to Section 56375, or by petition pursuant to Section 56650, order the
dissolution after conducting at least one noticed public hearing, and after conducting
protest proceedings in accordance with this part. Notwithstanding any other law,
the commission shall terminate proceedings if a majority protest exists in
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accordance with Section 57078. If a majority protest is not found the commission
shall order the dissolution without an election.

So the starting point of a commission initiated dissolution proceeding would be
Section 56375 of the Act. That Section requires adoption by the commission of a resolution
of application for dissolution of a district. §56375(a)(2)(B). Subsection 56375(a)(3) would
require that a dissolution proposal not only be consistent with the service review, but the
commission must also make the determinations specified in Subsection 56881(b), which
consist of both of the following:

1) Public service costs of a proposal that the commission is authorizing are
likely to be less than or substantially similar to the costs of alternative means of
providing the service; and

2) A change or organization or reorganization that is authorized by the
commission promotes public access and accountability for community services needs
and financial resources.

As stated in our objections to the draft service review, there is no evidence that
dissolution of the District will result in any material cost savings. The District Board
receives no compensation for its services and the functions now being performed by District
employees would still need to be performed by a successor agency. Many of the District
costs are fixed and cannot be reduced, such as debt service on its bond issue and the cost of
owning and operating the newly constructed fire station.

Even if the commission purports to make finding No. (1), it is difficult to see how
finding No. (2) can honestly be made. The District Board is comprised of elected members
who reside in the District and are readily accessible to its residents. Board meetings are
conducted monthly at the fire station and each regular meeting includes financial, service,
and facility reports. The District's budget is determined by the District Board which
exercises direct control over the cost and level of fire protection service provided to the
community. The revenue and expenses of the District are not buried in some obscure
location within a massive County budget. Persons having business with the District only
need to attend a meeting in the immediate neighborhood rather than travel to the County
Building. The District is not engaged in any other activity besides fire protection service
and its Board is directly accountable to the community. How this existing access and
accountability would be improved by a dissolution of the District is a question LAFCO has
utterly failed to answer. The legal burden would be upon LAFCO to set forth substantial
evidence to support finding No. (2) in the resolution of application and we do not believe
that such burden can lawfully be sustained.

Should the commission adopt a resolution of application, the above - quoted language
of Section 57077(b)(2) requires that protest proceedings be conducted "in accordance with
this part." The term "this part" refers to all of Part 4 of the Act, consisting of Sections
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57000 through 57204. Notice of the protest hearing must be given not less than 21 or more
than 60 days prior to the hearing. §57002. Even if the number of voters in the District
exceeds 1,000 (which might then permit notice to be given by publication and posting only)
we believe that the serious nature of the proposal dictates that notice be given by mail to
each registered voter in the District. The protest hearing must be conducted within the
territorial boundaries of the District. § 57008. The notice must contain all of the

information required by Section 57026 of the Act, including a statement of the manner in
which and by whom the dissolution proceedings were initiated and the reasons for the
proposed dissolution. We believe the requirements for adequate notice would obligate the
commission to set forth the legal and factual justifications for the dissolution proceedings it
has elected to initiate.

Subsection 57077(b)(2) that the dissolution proceedings must be terminated if
a majority protest exists in accordance with Section 57078 of the Act, which is 50% or more
of the voters residing in the territory. However, AB 912 did not amend Section 56854 of the
Act, which requires the conduct of an election notwithstanding Section 57077 if written
protests are filed that meet the requirements of Section 57113 of the Act, which is 10% of
the registered voters. So what is the applicable percentage for a protest? We do not think
the statement "notwithstanding any other law" contained in Section 57077 resolves the
issue. It can be argued that these sections can be reconciled by an interpretation that they
are not mutually exclusive, especially since Section 57077 is expressly excluded from the
application of Section 56854. In other words, a 10% protest under Section 56854 will
mandate an election but will not terminate the proceedings, whereas a 50% protest under
57078 will terminate the proceedings. In any case, if LAFCO seeks to pursue a dissolution
of SFD, this may become a legal question for a court to resolve.

We hope the objections and legal issues raised in this letter will encourage LAFCO
to discontinue any further consideration of initiating proceedings for dissolution of the
Saratoga Fire District. If you have any questions concerning the foregoing, please feel free
to contact me.

e

truly / lyours,
arold S. Toppel

District Counsel

cc: Board of Fire Commissioners
LAFCO Commissioners

i This language should negate the provision in Section 57000(a) that protest proceedings "not
described in Section 57077' be conducted in accordance with Part 4. Consequently, all of Part 4 is
applicable to dissolutions pursuant to Section 57077.
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October 18, 2010

LAFCO of Santa Clara County
70 West Hedding Street
11th Floor, East Wing
San Jose, CA 95110

Re: Draft 2010 Countywide Fire Service Review Report

Dear Commissioners:

The Board of Fire Commissioners of the Saratoga Fire Protection District ( "SFD ")
has reviewed the Draft 2010 Countywide Fire Service Review Report ("the Report ") and we
would offer the following comments with regard to the sections of the Report dealing with
SFD.

The Report makes a blanket assumption, with absolutely no factual support, that a
dissolution of SFD and annexation of its territory to the County Central Fire Protection
District ( "CCFD ") "would result in reduced administrative costs and would make
accountability for service more transparent." (Section 1.4.3). Elsewhere in the Report, it is
stated that consolidation of SFD with CCFD would produce estimated annual savings of
188,000, but the Report contains no discussion as to how this number was determined.

Whether or not SFD is consolidated with CCFD, certain operating and
administrative costs will be incurred and we seriously question the so- called "savings" that
are assumed in the Report. Moreover, we strongly dispute the claim that a consolidation
will increase accountability for service. The SFD has been an integral part of the
community for 87 years. When a measure was placed on the ballot for voter approval of a
bond issue to finance the construction of a new fire station, it received over 88% support by
the voters. Persons having business with the District Board need only attend a regular
meeting at the fire station and will be given primary attention, as opposed to being an
incidental item of business on the large agenda of the County Board of Supervisors. The
SFD budget is a separate document, adopted by the District Board and the financial status
of the District is reported to the Board at each regular monthly meeting. The notion that
greater "transparency" can be achieved by having the SDF revenue and expenses buried
within a massive County budget simply defies common sense.

We cannot determine from the Report whether the recommendation is for a
dissolution, consolidation, annexation or other proceeding, and we understand from our
legal counsel that there are differences between these terms, but one common feature
seems to be that if any such proceedings are initiated by LAFCO, they would be subject to
protest and if sufficient protests are filed, an election must be conducted to obtain voter
approval. Please keep in mind that neither the SFD or the CCFD has expressed any
interest in dissolution of SFD or a consolidation of both districts. Since CCFD is a

14380 Saratoga Ave. a Saratoga, CA 95070 -5953 a ( 408) 867 - 9001 e Fax (408) 867 - 1330 a www.saratogafire.com
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dependent district governed by the Board of Supervisors, we do not believe that
consolidation is even a legal option. In any case, LAFCO will not be receiving a petition
from the governing board of SFD requesting dissolution, annexation, consolidation or any
other form of merger with CCFD. If LAFCO desires to pursue this course of action, it would
have to be through a proceeding initiated by LAFCO, and should this occur, you can
certainly expect very strong opposition from SFD. We believe that such LAFCO- initiated
proceedings would also be opposed by CCFD.

In the past, concerns have been expressed over the fact that two separate districts
were providing fire protection service for the City of Saratoga. With the transfer of SFD
employees to CCFD and the establishment of a unified command along with a Service
Agreement between SFD and CCFD, these concerns have been eliminated. However, the
continued existence of SFD still provides a point of local contact and control over the cost
and level of service and the availability of a governing body that can be responsive to
community needs and requests regarding its fire protection service. Yet the Report
completely ignores these continued benefits.

We have no objection to the establishment of a zero sphere of influence for SFD.
However, it does not logically follow that because the District has no SOI it should therefore
be dissolved, as suggested in Section 7.4.3 of the Report. The District has never existed for
the purpose of annexing territory within an adjacent SOI; it was established to provide fire
protection service within its own territory and is still serving that function 87 years later
and does not require an SOI to do so.

Since the Report is only in draft form, we request that all references to the
dissolution, consolidation, or annexation of SFD and its merger with CCFD be deleted from
the final report.

Very truly yours,

SARATOGA FIRE PROTECTIO DISTRICT

By:

Joe Lo ,.6airman
cc: Board of Fire Commissioners

14380 Saratoga Ave. ® Saratoga, CA 95070 -5953 a ( 408) 867 -9001 a Fax (408) 867 - 1330 a www.saratogafire.com



AGENDA ITEM # 8
Attachment B

LAFCO- Initiated Dissolution with Concurrent Annexation
GC §56375(a) (2)(F) & (3)

LAFCO initiates proposal by resolution of application and sets public hearing date
GC §56375(a)(2)(F) &(3)]

1
PROPERTY TAX EXCHANGE

Agencies adopt resolution of property tax exchange [R &T 99(b)(4)]
On behalf of special districts, the County BoS negotiates a property tax exchange and adopts a resolution of tax exchange)

R &T 99(b)(5)]

1
LAFCO PUBLIC HEARING

LAFCO staff Issues Certificate of Filing [GC §56658(g)]
LAFCO Staff Prepares Staff Report and Findings and Provides Public Hearing Notice [GC §56660 & §56661]

I

Within 90 days

LAFCO holds public hearing to consider dissolution /annexation [GC §56880]

LAFCO does not approve proposal LAFCO approves dissolution / annexation

1 1
LAFCO terminates proposal I LAFCO staff provides notice of protest hearing

GC §57025) between the 30th and 35th day
following the LAFCO Hearing and sets date for Protest

Proceeding between 21 to 60 days of Notice date

1
LAFCO PROTEST PROCEEDING

LAFCO staff holds protest proceedings and accepts protest from
registered voters and landowners [GC §57050 & §570511

LAFCO staff determines value of protest within 30 days [GC §57052]

i
Pursuant to GC §57077, § 56854(a)(3)and § 57113(a)(1) &(b), if a petition requesting that

the proposal be submitted to confirmation by the voters is signed or written protest is submitted:

By 50% or more of the voters residing in
the territory [ GC §57078]

1
Proposal is abandoned

By at least 10% of number of landowners
within any affected district within the

affected territory who own at least 10% of
the assessed value of land within the

territory...
OR

At least 10% of the voters entitled to vote as
a result of residing within, or owning land

within, any affected district within the
affected territory...

GC §57113(a)(1) & (b)]

1
ELECTION

Order proposal subject to election

Majority of voters disapprove
GC §571791

Terminate proceedings

That does not meet the

requirements in GC §57113
GC §56854(a)(3)]

Order proposal without election

Majority of voters, approve
GC §57176]

Issue Certificate of Completion

I

LAFCO of Santa Clara County
April 2011



AGENDA ITEM # 8
Attachment C

LAFCO- Initiated Dissolution Under AB 912
GC §56375(a) (2)(F) & (3) and &57077(

Effective January 1, 2012

LAFCO initiates proposal by resolution of application and sets public hearing date
GC §56375(a)(2)(F) &(3)]

PROPERTY TAX EXCHANGE

Agencies adopt resolution of property tax exchange [R &T 99(b)(4)]
On behalf of special districts, the County BoS negotiates a property tax exchange and adopts a resolution of tax exchange)

R &T 99(b)(5)]

1
LAFCO PUBLIC HEARING

LAFCO staff Issues Certificate of Filing [ GC §56658(g)]
LAFCO Staff Prepares Staff Report and Findings and Provides Public Hearing Notice [GC §56660 & §566611

I
Within 90 days

4

LAFCO holds public hearing to consider dissolution /annexation

LAFCO does not approve proposal LAFCO approves dissolution / annexation

1 1
LAFCO terminates proposal I LAFCO staff provides notice of protest hearing

GC §57025) between the 30th and 35th day
following the LAFCO Hearing and sets date for Protest

Proceeding between 21 to 60 days of Notice date

1
LAFCO PROTEST PROCEEDING

LAFCO staff holds protest proceedings and accepts protest from
registered voters and landowners [ GC §57050 & §570511

LAFCO staff determines value of protest within 30 days [GC §570521

1
Pursuant to GC §57077, § 56854(a)(3)and § 57113(a)(1) &(b), if a petition requesting that

the proposal be submitted to confirmation by the voters is signed or written protest is submitted:

By 50% or more of the voters residing in the
territory [ GC §57078]

Proposal is abandoned

By less than 50% of the voters residing in the territory
GC §57077(b)]

1
Order proposal without election

1
Issue Certificate of Completion

LAFCO of Santa Clara County
September 2011



STAFF RECOMMENDATION

Accept the 2010 - 2011 Annual Report. Only 1, 2010 to June 30, 2011)
ANNEXATION & REORGANIZATION ACTIVITY

During Fiscal Year 2010 - 2011, LAFCO reviewed and approved three proposals
involving annexation to special districts — two to the West Valley Sanitation District and
one to the Santa Clara County Central Fire Protection District. The latter annexation
consisted of 20,776 acres of unincorporated land in the Santa Cruz Mountains which
were not within a fire district and classified as underserved in LAFCO's 2004

Countywide Fire Service Review.

LAFCO also considered and approved the dissolution of the Sunol Sanitary District
which was providing service to an unincorporated island within San Jose Upon
annexation of island into San Jose, the Stmol Sanitary district did not have any
remaining territory and could be dissolved.

Additionally, LAFCO staff processed six city - conducted annexations approved by cities.
They include one annexation of 145 acres to Monte Serene, one annexation of 0 75 acres
to Morgan Hill, two annexations to Saratoga totaling 35.89 acres, and two annexations
to Los Gatos totaling 3 92 acres
ISLAND ANNEXATIONS

As in the previous years, the City of San Jose was the only city to initiate / complete
island annexations during Fiscal Year 2010-2011. The City annexed 4 unincorporated
islands totaling 341 acres. These islands are larger than the islands that the City annexed
in the earlier phases. The annexations add 341 acres and 6,718 new residents to the City
of San Jose.

Working with the City of San Jose and the County, LAFCO staff continued to help
coordinate the overall island annexation program. LAFCO staff attended meetings,
assisted and advised San Jose on their public outreach process, coordinated the
preparation of maps and reports by the County S=eyor and Assessors' Offices,
provided technical assistance on the island annexation process and law, and worked

70 West Hedding Street • I I th Floor. East Wing • San Jose, CA 95110 • 1408 299 - 5127 • 1408 2951613 Fax • www.santadara.lafcoxa.gov
COMMISSIONERS: Pete Constant, Liz Kniss, Margaret Abe - Koga, Mike Wasserman. Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Al Pinheiro, George Shirakawa, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla

LAFCO AGENDA ITEM # 9

0M ON
Local Agency Formation Commission of Santa Clara County

LAFCO MEETING: October 5, 2011

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst
Emmanuel Abello, Clerk

SUBJECT: ANNUAL REPORT 2010 -2011

STAFF RECOMMENDATION

Accept the 2010 - 2011 Annual Report. Only 1, 2010 to June 30, 2011)
ANNEXATION & REORGANIZATION ACTIVITY

During Fiscal Year 2010 - 2011, LAFCO reviewed and approved three proposals
involving annexation to special districts — two to the West Valley Sanitation District and

one to the Santa Clara County Central Fire Protection District. The latter annexation
consisted of 20,776 acres of unincorporated land in the Santa Cruz Mountains which

were not within a fire district and classified as underserved in LAFCO's 2004

Countywide Fire Service Review.

LAFCO also considered and approved the dissolution of the Sunol Sanitary District
which was providing service to an unincorporated island within San Jose Upon

annexation of island into San Jose, the Stmol Sanitary district did not have any
remaining territory and could be dissolved.

Additionally, LAFCO staff processed six city - conducted annexations approved by cities.
They include one annexation of 145 acres to Monte Serene, one annexation of 0 75 acres

to Morgan Hill, two annexations to Saratoga totaling 35.89 acres, and two annexations
to Los Gatos totaling 3 92 acres

ISLAND ANNEXATIONS

As in the previous years, the City of San Jose was the only city to initiate / complete
island annexations during Fiscal Year 2010-2011. The City annexed 4 unincorporated
islands totaling 341 acres. These islands are larger than the islands that the City annexed

in the earlier phases. The annexations add 341 acres and 6,718 new residents to the City
of San Jose.

Working with the City of San Jose and the County, LAFCO staff continued to help
coordinate the overall island annexation program. LAFCO staff attended meetings,

assisted and advised San Jose on their public outreach process, coordinated the
preparation of maps and reports by the County S=eyor and Assessors' Offices,

provided technical assistance on the island annexation process and law, and worked

70 West Hedding Street • I I th Floor. East Wing • San Jose, CA 95110 • 1408 299 - 5127 • 1408 2951613 Fax • www.santadara.lafcoxa.gov
COMMISSIONERS: Pete Constant, Liz Kniss, Margaret Abe - Koga, Mike Wasserman. Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Al Pinheiro, George Shirakawa, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



with and completed all necessary paperwork as required by the State Board of
Equalization.

In May 2011, LAFCO staff provided each city (except Campbell and Palo Alto which do
not have unincorporated islands) with a customized letter requesting that they review
their remaining unincorporated islands to determine whether the city intends to retain
them within their Urban Service Area (USA) for eventual annexation. For those islands

identified by a city as not appropriate for annexation, staff requested that the city
consider whether to exclude these areas from their USA and to notify LAFCO of their
decision. In response to the letter, LAFCO staff is now working with Los Altos Hills,
Milpitas, Santa Clara, and Sunnyvale on potential island annexations and with the City
of Cupertino on potential USA amendments.

In the summer and fall of 2010, LAFCO participated in several meetings between the
City of San Jose and the Santa Clara County Central Fire Protection District (CCFD)
concerning San Jose's potential annexation of the unincorporated island referred to as
Cambrian No. 36," in order to discuss potential options for providing fire protection
services to the area upon annexation. LAFCO staff also provided the City of Campbell
with information on USA amendment and annexation process.
URBAN SERVICE AREA AMENDMENTS AND SPHERE OF INFLUENCE AMENDMENTS

LAFCO approved one urban service area amendment for the Town of Los Gatos that
involved 24.97 acres of land owned by the Midpeninsula Regional Open Space District.
LAFCO approved an amendment of Santa Clara County Central Fire Protection
District's (CCFD) Sphere of Influence as part of a special district annexation that
LAFCO processed in Fiscal Year 2010 -2011.

Additionally, as part of LAFCO's adoption of the 2010 Countywide Fire Service Review,
LAFCO:

1) retracted CCFD's SOI to exclude lands on the southeastern edge to be consistent with
the district's boundary established by the annexation effective on September 28, 2010
CCFD S01 Amerndmernt £a Anneratiorn 2010 -10), and retracted the CCFD's SOI to exclude

lands that were annexed to the City of Los Altos and concurrently detached from CCFD
in the June 19, 2006 annexation of Los Altos Pocket No. 1: Woodland Acres;

2) retracted Los Altos Hills County Fire District's SOI to exclude lands annexed to the
City of Los Altos and concurrently detached from the LAHFD in the June 19, 2006
annexation of Los Altos Pocket No.l: Blue Oak Lane to the City of Los Altos; and

3) established a zero SOI for the Saratoga Fire Protection District as it is appropriate for
the district to be dissolved and included in the CCFD.

SERVICE REVIEWS

State law mandates that each LAFCO conduct service reviews prior to or in conjunction
with sphere of influence updates for districts and cities which must be conducted once
every 5 years. LAFCO completed its initial set of service reviews and
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reviewed /updated all the cities' and special districts' spheres of influence to meet the
statutory deadline of January 1, 2008. LAFCO has now initiated the next round of
reviews and sphere updates.

2010 Countywide Fire Service Review

LAFCO completed its Countywide Fire Service Review involving a comprehensive
review of fire protection service and emergency medical service provision in Santa
Clara County. The Final Service Review Report which includes recommendations for
the four special districts that provide fire service was adopted by LAFCO in December
2010 and is available on the LAFCO website.

Implementation of Options Identified in the Countywide Fire Service Review Report

In December 2010, LAFCO directed staff to pursue further research of the specific
options identified in the Countywide Fire Service Review Report for achieving fire
service efficiencies and to report back to the Commission. Staff has been working
with affected agencies or providing assistance as needed on the three issues that
were identified as potentially involving LAFCO or requiring LAFCO action:

1) Options for funding and providing fire service to underserved areas in the
unincorporated County

2) Regional fire and emergency medical service delivery for the South County
region

3) Analysis of governance structure options for fire districts contracting for services
with another fire district (Saratoga fire Protection District and Los Altos Hills
County Fire District)

2011 Countywide Water Service Review

LAFCO is currently in the process of conducting a Countywide Water Service Review
involving a comprehensive review of water service provision in Santa Clara County.

In October 2010, LAFCO established a technical advisory committee (TAC) to serve as a
liaison with affected agencies, to help select a consultant for the project and to provide
technical expertise /advice through the process. The TAC consists of LAFCO
Commissioner Susan Vicklund- Wilson, appointed by LAFCO, Monte Sereno City
Manager Brian Loventhal, appointed by the County /Cities Managers' Association,
Morgan Hill Engineering Deputy Director Karl Bjarke, appointed by the County
Municipal Public Works Officials' Association, and three representatives from the Santa
Clara County Water Retailers' Group including SCVWD Chief Operating Officer Jim
Fielder, City of Santa Clara Director of Water & Sewer Utilities Chris de Groot, and

California Water Service Company Water Resource Planning Engineer Michael
Bolzowski. The consultant team of Baracco Associates, Policy Consulting Associates
and The Shibatani Group, selected through an RFP process, has been retained by
LAFCO to conduct the service review.
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LAFCO staff is working with the consultants to prepare the Draft Service Review
Report and sphere of influence recommendations for the four water districts and two
resource conservation districts. The report will be available for public review and
comment on the LAFCO website.

Revised Work Plan for LAFCO's Second Round of Service Reviews

At the June 2011 meeting, LAFCO revised the service review work plan to authorize
staff to conduct a single countywide service review for all services (excluding fire
protection service and water service) provided by cities and special districts. It is
anticipated that the timeline for completing the countywide service review will extend
into Fiscal Year 2012 -2013 given the number of agencies that will need to be addressed
and that such a time -line would provide for the review to be completed, if necessary, in
two phases and funded over two fiscal years (i.e. FY 2011 -2012 and FY 2012 - 2013).
El Camino Hospital District (ECHD) and Upcoming ECHD Audit and Service Review

In early 2011, LAFCO staff began researching several issues concerning the ECHD -
specifically trying to resolve the issue of whether ECHD is providing services beyond
its boundaries by funding the purchase of a hospital in Los Gatos. During the course of
this research, other issues relating to transparency in the financial and operational
relationship between the ECHD and the El Camino Hospital (Corporation), a 501(c)(3)
corporation, and questions regarding the purpose / functions of the ECHD and its use
of property tax revenues also came to light. Based on the information provided by the
ECHD, LAFCO staff concluded that the ECHD funds were not used by the Corporation
for the acquisition /operation of the hospital in Los Gatos, that the ECHD did not
contribute monies directly to the purchase or operation of the hospital in Los Gatos and
that the ECHD is therefore not providing services outside its boundaries. In June 2011,
rather than accept this conclusion, LAFCO requested that a service review and audit be
conducted of the ECHD in order to verify this information and conclusion. LAFCO
directed staff to develop a work plan for conducting a focused service review and audit
of the ECHD to help resolve the issues identified.
COMMENT LETTERS ON POTENTIAL LAFCO APPLICATIONS

In order to ensure that LAFCO's concerns are considered as early as possible in the
planning and development review process and prior to submittal of a LAFCO
application, LAFCO provides comments to an agency during their project scoping and
environmental review process. During the Fiscal Year 2010 -2011, staff provided
comments on the following projects:

Comments on California High Speed Rail Authority Regarding the East Gilroy Station

In March 2011, LAFCO staff provided a comment letter to the California High Speed
Rail Authority regarding the potential East Gilroy Station location for the proposed
High Speed Rail Project. The letter: 1) clarified LAFCO's potential role in the
implementation of the East Gilroy station location, 2) highlighted some of the significant
areas of conflict between the proposed East Gilroy station location and LAFCO policies;
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and 3) encouraged the consideration of alternative station locations that are more
consistent with LAFCO policies, state law and other local /regional inter - jurisdictional
goals, plans and policies.

Comments on Morgan Hill's Southeast Quadrant Project and Agricultural Mitigation
Policies

LAFCO staff has been following the Morgan Hill Southeast ( tadrant (SEQ) Project
since 2008 and providing comment letters to the City since early 2010. In November
2010, staff submitted a comment letter in response to the City's Notice of Preparation
NOP) for an environmental impact report for the SEQ Project. According to the NOP,
the Project will require approval from LAFCO for the annexation and inclusion of the
area into the City's Urban Service Area. Therefore LAFCO is a Responsible Agency
under CEQA. The letter noted that the NOP does not provide a clear or sufficiently
detailed description of the Project and requested that the City provide LAFCO with a
more complete project description that includes the specific language for the various
project components and identifies the probable environmental effects of the Project. The
letter also noted that the Project is a major revision of the City's General Plan and
should be considered in the context of a comprehensive general plan update and should
involve broad stakeholder participation. Staff also noted that there are many issues and
unanswered questions concerning the proposed Project's consistency with City,
County, and LAFCO Policies (as identified in this and previous LAFCO letters) and
recommended that these issues be addressed as early as possible in the process.
ADMINISTRATIVE ACTIVITIES

Preparation and Adoption of Annual Budget

As an independent agency, LAFCO adopts an annual budget in June of each year. A
sub committee of two commissioners, Pete Constant and Mike Wasserman reviewed

and recommended the draft budget prepared by staff for consideration and approval by
the hull commission. In addition to adopting an annual budget in a timely manner, the
following is a listing of other administrative projects that LAFCO undertook during the
fiscal year.
Amendment to the MOU between LAFCO and the County of Santa Clara

In October 2010, LAFCO approved an amended and restated Memorandum of
Understanding (MOU) between LAFCO and the County of Santa Clara relating to the
terms and conditions upon which the County will provide staffing, facilities and
support services to LAFCO. The amended MOU reflects the unique classifications
established by the County Board of Supervisors in 2008 for LAFCO's staffing needs and
refers to the LAFCO Analyst position as the LAFCO Assistant Executive Officer as
he /she may serve as the Executive Officer during his /her absence and refers to the
LAFCO Office Specialist as the LAFCO Clerk. Additionally, the provision pertaining to
legal services was deleted in the MOU because in February 2009, LAFCO retained a
private firm to provide general legal counsel services to the Commission and
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terminated its contract with the County Counsel's Office. Furthermore, the provision
pertaining to "risk management" was deleted to reflect LAFCO's purchase of insurance
coverage from an outside agency since July 2010.
Amendment and Approval of LAFCO's Conflict of Interest Code

LAFCO adopted its Conflict of Interest Code by resolution in April 2010. As required,
LAFCO forwarded the adopted Code to the Santa Clara County Counsel's Office for
review and submittal to the County Board of Supervisors for their approval. After
LAFCO Counsel revised the Code to address concerns raised by the County Counsel's
Office, the County Board of Supervisors approved the amended Conflict of Interest
Code for LAFCO in November 2010.

Implementation of an Electronic Documents Management System

LAFCO continued to work on creating an electronic documents management system for
LAFCO's documents. By the close of the fiscal year, LAFCO had reviewed all of its
historical files and Peelle Technologies had scanned 90 % (3, 810 records) of LAFCO's
files covering the period of 1963 to 2009. These files included city conducted
annexations /reorganizations and urban service area amendments. The files were
digitally imaged, indexed, made text searchable, and added to LAFCO's system by
Peelle Technologies who was retained by LAFCO for this project.
PARTICIPATION IN CALAFCO ACTIVITIES

As a dues paying member of the California Association of LAFCOs, Santa Clara LAFCO
is actively involved in CALAFCO activities. The following is a summary of our
participation during this fiscal year:
CALAFCO Executive Board Member

Commissioner Susan Vicklund- Wilsons fifth term on the CALAFCO Executive Board

ended in August 2011. In 2010 -2011, she served as the Chairperson of the Board and
prior to that she has served in various positions including vice - chairperson, secretary
and treasurer.

CALAFCO Legislative Committee

Commissioner Wilson and Executive Officer Palacherla serve on CALAFCO's

Legislative Committee which meets regularly during the legislative session to propose
new legislation to help clarify LAFCO procedures or to address LAFCO issues, and to
discuss and take positions on proposed legislation affecting LAFCOs. Both
Commissioner Wilson and Executive Officer Palacherla participate on the Committee's
various working groups to review, refine or propose changes to the existing language in
the Cortese Knox Hertzberg Act, as needed.
2010 CALAFCO Annual Conference

In August 2010, LAFCO staff and Commissioner Wilson attended the 2010 CALAFCO
Conference held in Palm Springs. Both Commissioner Wilson and Executive Officer
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Palacherla participated on a panel entitled "General LAFCO Procedures and
Authorities: LAFCO 201." Commissioner Wilson discussed the role of a LAFCO

commissioner in balancing competing interests, in establishing productive relationships
between LAFCO and local governments and in proactively informing local agencies
about LAFCO policies and issues. Executive Officer Palacherla provided a presentation
on island annexations, LAFCO's successful island annexation program and the
challenges that still exist in terms of annexing the remaining unincorporated islands.

2011 CALAFCO Staff Workshop

LAFCO staff attended the 2011 CALAFCO Staff Workshop in early April which was
hosted by Ventura LAFCO. In a session entitled "Noticing Basics," Legal Counsel
Subramanian discussed noticing requirements under the Brown Act and Analyst Noel
discussed noticing requirements under the Cortese -Knox- Hertzberg Act. In a session
entitled "Fixing and Avoiding Mistakes," Executive Officer Palacherla and Clerk Abello
facilitated an interactive discussion on how to fix and avoid common LAFCO mistakes.

New CALAFCO Website

In 2011, Clerk Abello worked with CALAFCO Executive Director and a subcommittee

of other LAFCO staff from across the state to develop a new and improved website for
the Association. CALAFCO members have been encouraged to test drive the new
website and to provide their feedback and suggestions on additional improvements that
may be done before the new website is officially launched.
PARTICIPATION ON OTHER REGIONAL OR COUNTYWIDE ASSOCIATIONS / ISSUES

The following is a summary of the various meetings that LAFCO staff regularly attends
and/ or contributes its expertise.

Participation in California Forward's Regional Stakeholder Roundtables on Smart
Government Framework

In spring of 2011, LAFCO staff attended and participated in two of California Forward's
regional stakeholder roundtables and commented on their Draft Smart Government
Framework. The Framework outlines a government restructuring plan intended to
produce better results for both taxpayers and those who rely on government services
and includes draft proposals that would affect the responsibilities and authorities of
LAFCOs. CALAFCO sent a comment letter on the Draft Framework outlining its
concerns and the Draft Framework was revised to address many of those concerns.
However, LAFCO and CALAFCO continue to monitor California Forward's efforts,

particularly as they relate to LAFCOs.
Participation in the Meetings of Santa Clara County Special Districts Association

LAFCO staff continues to attend the quarterly meetings of the Santa Clara County
Special Districts Association and provides an update to the Association on LAFCO
activities that are of interest to special districts.
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Participation in the Meetings of the Santa Clara County Association of Planning
Officials (SCCAPO)

LAFCO staff continues to periodically attend the meetings of the Santa Clara County
Association of Planning Officials and provides an update to SCAAPO on LAFCO
activities that are of interest to cities. A large part of SCAAPO's discussions this year
have been about SB 375 & Sustainable Communities Strategy and how local
jurisdictions in Santa Clara County are planning to address this requirement.

Participation on the Inter - Jurisdictional GIS Working Group

LAFCO staff participates in the monthly meetings of the Inter - Jurisdictional GIS
Working Group which includes staff from County Planning, County ISD, County
Surveyor, County Assessor, County Communications and Dispatching, County
Registrar of Voters, and County Roads and Airports. The Group systematically reviews
and resolves various city, special district, and tax rate area boundary discrepancies that
affect the various county departments, LAFCO, and those that rely on accuracy of the
County's GIS data. The decisions of the Group, including references to specific recorded
maps and legal descriptions, are documented in a GIS change layer that is maintained
by the County Planning Office.

Presentation to the Santa Clara County Civil Grand Jury

In September 2010, LAFCO staff made a presentation to the Santa Clara County Civil
Grand Jury on LAFCO, at their request.

AND STAFF CHANGES

In December 2010, the County Board of Supervisors appointed Mike Wasserman as the
County's representative to LAFCO replacing Don Gage whose term on the County
Board ended in December 2010. LAFCO commissioners serve 4 -year terms. In June
2011, LAFCO reappointed Susan Vicklund- Wilson as LAFCO public commissioner and
Terry Trumbull as LAFCO alternate commissioner, to new four -year terms which will
end in May 2015.

There is no change in the level of LAFCO staffing from the previous year. All three
positions (Executive Officer, Analyst and Clerk) are staffed at a hull time level. Other
staff that regularly assist with LAFCO work include the LAFCO Surveyor who is
staffed through the County Surveyor's Office and staff from the Assessor's Office.
ATTACHMENT

Attachment A: LAFCO Application Processing Activity Summary FY 2010 -2011
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AGENDA ITEM # 9
Attachment A

LAFCO APPLICATION PROCESSING RECORD
JULY 1, 2010 TO JUNE 30, 2011

CITY CONDUCTED ANNEXATIONS

Page 1 of 2

ACREAGE
CITY PROPOSAL NAME DATE RECORDED DOCUMENT#

APPROVED

Los Gatos Hilow Road No.4 05/05/2011 21167290 112

Peacock Lane No.2 05/05/2011 21167679 280

City Total 3.92

Monte Sereno 18612 Decatur Road 05/11/2011 21172685 145

Annexation

City Total 1.45

Morgan Hill East Dunne Avenue 05/05/2011 21168114 075

Annexation No 20

City Total 0.75

Saratoga 22490 Mt Eden Road 08/30/2010 20847826 3513

Mt. Eden Road — Keenan 05/05/2011 21167289 0.76

City Total 35.89

Total City Conducted Annexations Acreage 42.01

ISLAND ANNEXATIONS

CITY PROPOSAL NAME DATE RECORDED DOCUMENT#
APPROVED

San Jose San Jose Pocket #45 11/12/2010 20958217 127

Capitol No 57

San Jose Pocket #46. 11/12/2010 20958219 119

Penitencia No 77

San Jose Pocket #47. 11/12/2010 20958218 64

McKee No 135

San Jose Pocket #48 11/15/2010 20960109 31

McKee No. 136

Total Island Annexations Acreage 341
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ANNEXATIONS TO SPECIAL DISTRICTS

DISTRICT I PROPOSAL NAME LAFCO ACTION I DATE RECORDED APPROVED

West Valley West Valley Sanitation Approved 20956870 1942

Sanitation District 2009 -02 10/20/2010 11/10/2010

District
West Valley Sanitation Approved 21200344 0.577

protest

District 06/01/2011 06/07/2011

and Annexation 2010 - 01
Proceeding

2011 -01 (Quarry Road)

SPECIAL DISTRICT DISSOLUTION

SPECIAL
PROPOSAL NAME

District Total 2.519

Santa Clara Santa Clara County Approved 20891965 20,776

County Central Central Fire Protection 06/02/2010 09/28/2010

20964464

Fire Protection District SOI Amendment

10/20/2010 11/17/2010

Amendment 2010 ( Lands

protest

06/21/2011

District and Annexation 2010 - 01
Proceeding

09/02/2010

District Total 20,776

Total Special District Annexations Acreage 20,778.52

SPECIAL DISTRICT DISSOLUTION

SPECIAL
PROPOSAL NAME LAFCO ACTION

DOCUMENT#
DISTRICT

Santa Clara Santa Clara County

DATE RECORDED

Sunol Sanitary Sunol Sanitary District Dissolution Approved 20964464

District

21213881

10/20/2010 11/17/2010

SPHERE OF INFLUENCE AMENDMENT

DISTRICT I PROPOSAL NAME LAFCO ACTION I DATE RECORDED APPROVED

Santa Clara Santa Clara County Approved 20891965 195

County Central Central Fire Protection 06/02/2010 09/28/2010
Fire Protection District SOI Amendment

21213881

District and Annexation 2010 -01

Amendment 2010 ( Lands

Total SOI Amendment Acreage 195

URBAN SERVICE AREA AMENDMENT

CITY PROPOSAL NAME LAFCO ACTION
DOCUMENT# ACREAGE

DATE RECORDED APPROVED

Los Gatos Los Gatos USA Approved 21213881 2497

Amendment 2010 (Lands 06/01/2011 06/21/2011

of MROSD)

Total USA Amendment Acreage 24.97
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mM mM LAFCO AGENDA ITEM # 10

Local Agency Formation Commission of Santa Clara County

LAFCO MEETING: October 5, 2011

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: EXECUTIVE OFFICER'S REPORT

10.1 UPDATE ON IMPLEMENTATION OF LAFCO's FIRE SERVICE REVIEW REPORT

For Information Only

The issue of funding and providing fire protection service to underserved areas in the
County was identified in LAFCO's Countywide Fire Service Review These
underserved areas consist of certain unincorporated lands in the Santa Cruz Mountains
and in the Diablo Range Much of underserved area is remote and difficult to access. In
September 10, 2010, LAFCO completed an annexation of 20,776 acres of unincorporated
lands in the Santa Cruz Mountains to the Santa Clara County Central Fire Protection
District (CCPD) Prior to this annexation, these lands were part of the underserved areas
in the Santa Cruz Mountains. More recently, the County of Santa Clara, CCPD, South
Santa Clara County Fire Protection District, CAL FIRE in Santa Cruz County, and the
County of Santa Cruz have begun discussing and evaluating proposals on how to fund
and provide fire protection service to the remaining underserved areas in the Santa
Cruz Mountains. LAFCO staff provided some financial information from the County
Planning Department on the underserved area and offered to provide further assistance
as needed. These inter- agency discussions are ongoing and staff will continue to update
the Commission as more information becomes available

Also, as a follow -up to the recent Countywide Fire Service Review, staff will be
contacting the Los Altos Hills County Fire District (LAHCFD) to set -up a meeting with
the District's representatives to discuss the District's plans for the sizeable reserve that
they have built -up Staff will report back to the Commission on this matter.

10.2 UPDATE ON ISLAND ANNEXATIONS IN SANTA CLARA COUNTY

For Information Only

In early May, LAFCO staff provided each city (except Campbell and Palo Alto which do
not have unincorporated islands) with a customized letter conceming the status of
unincorporated islands within the city's Urban Service Area and requesting information
on their island annexation plans To date, LAFCO staff has received the following
responses or inquiries

70 West Heckling Street • I Ith Floor. East Wing • San Jose, CA 95110 • 14081299 -5127 • 14081 2951613 Fax • www.santaclara.lafco.ca.gov
COMMISSIONERS: Pete Constant, Liz Kniss, Margaret Abe -Koga, Mike Wasserman. Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Al Pinheiro, George Shirakawz, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



Gilroy — Gilroy staff is preparing a written response and indicated that the City is
interested in annexing 1 of their 4 remaining islands. LAFCO staff is awaiting their
response.

Los Altos Hills, Milpitas, Santa Clara, and Sunnyvale— Staff from each of these cities
have indicated that their City is interested in annexing their respective remaining
islands. LAFCO staff has provided City staff with the materials to begin the process and
LAFCO staff is awaiting these requests.

Monte Sereno — Letter from City Manager indicated that Monte Sereno has no plans for
annexing islands through the island annexation process. However, the City will
consider annexation of individual parcels, on a case by case basis, as property owners
voluntarily avail themselves of development projects that trigger the City's right to
annex their property.

Cupertino — Letter from the City's Community Development Director addresses the
status of each of the City's five remaining islands. LAFCO staff has also met with
Cupertino staff to discuss the City's concerns and plans in greater detail. Cupertino staff
indicated that the Cupertino has no immediate island annexation plans. However, City
staff said that they would request, during their upcoming budget planning process, the
necessary resources to initiate a clean -up of the City's USA boundary in the Rancho San
Antonio Area and the Regnart Canyon Area.

Mountain View — Letter from the City's Community Development Director indicated
that the City has no immediate plans to initiate island annexations for their two
remaining islands. The City will continue to defer the annexation of the Shenandoah
Housing Area (which are Federal lands currently used for military family housing),
until such time as the property is converted to private ownership. The City also
indicated that because their other island is located on the Moffett Federal Airfield and is

a remote location within their Urban Service Area (USA), they are not sure how the City
would benefit by removing this island from their USA (since the City does not provide
services to this parcel nor will it in the foreseeable future). They noted that if there is
inadequate benefit, then Mountain View may stay with the status quo.

The Cities of Los Altos, Los Gatos, Morgan Hill, San Jose, and Saratoga have not
responded to LAFCO's letter and LAFCO staff has contacted them a second time to
encourage a response. LAFCO staff also continues to advise Campbell and San Jose
concerning the key steps and process necessary for Campbell to annex Cambrian No. 36
as the two cities have reached an agreement that would allow consideration of this
alternative. Campbell staff indicated that they plan to apply to LAFCO for the necessary
boundary changes in February 2012.
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10.3 UPDATE ON IMPLEMENTATION OF LAFCO'S ELECTRONIC DOCUMENT

MANAGEMENT SYSTEM

For Information Only

As of August 29, 2011, all official records for the period 1963 to 2010 have been digitally
imaged, indexed, made text searchable and added to LAFCO's system by Peelle
Technologies who was retained by LAFCO for this project. LAFCO files include city
conducted annexations /reorganizations, urban service area amendments, out -of- agency
contracts for services, sphere of influence amendments, special district
formations /dissolutions and district annexations/ detachments, city incorporation,
boundary agreements, minutes and historical documents. This completes the first phase
of LAFCO's Electronic Document Management System (EDMS) project. LAFCO staff
and Peelle Technologies will now work on the next phase of this project which includes
using the system to manage the workflow of the LAFCO office and to reduce the
office's use of paper for LAFCO processes, where possible.

10.4 GILROY HIGH -SPEED TRAIN STATION VISIONING PROJECT

For Information Only

LAFCO staff was invited to attend a stakeholder meeting for the Gilroy High -Speed
Train Station Visioning Project on September 20, 2011. The purpose of the meeting was
to get input from affected agencies about the potential benefits and challenges of a high-
speed train station in Gilroy. As part of the Visioning Project, the City has been holding
several workshops in the community in order develop a vision for two different
potential locations for a high -speed train station and associated transit- oriented
development. One potential station location is east of the Gilroy Outlets in the County's
Agricultural Preserve, while the other potential location is in downtown Gilroy along
Monterey Road. At the stakeholder meeting, LAFCO staff reiterated comments from its
March 17, 2011 letter to the California High Speed Rail Authority regarding the
potential East Gilroy Station location, specifically:

LAFCO's potential role in the implementation of the East Gilroy station location,
Some of the significant areas of conflict between the proposed East Gilroy station
location and LAFCO policies, and
Encouraging the consideration of alternative station locations that are more
consistent with LAFCO policies, state law and other local /regional inter -
jurisdictional goals, plans, and policies.

10.5 REPORT ON THE 2011 CALAFCO ANNUAL CONFERENCE

For Information Only

LAFCO staff and Commissioners Constant, Kniss, and Wilson attended this year's
CALAFCO Annual Conference which was held in Napa from August 31s' through
September 2nj. The program for the first day of the conference included a mobile
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workshop on sustaining agriculture in the Napa Valley, a pre - conference session on
LAFCO basics, a general session entitled "The Big Picture: Exploring California's
Growth Trends," and roundtable discussions for commissioners, staff, and attorneys.

In addition to the CALAFCO Business Meeting, Thursday's program included morning
breakout sessions on Managing the Agricultural/ Urban Interface; The Stanislaus
Experience: Three Fire Agencies' Regional Approach to Cooperative Solutions in
Challenging Times; The Next Generation of Municipal Service Reviews: Improving
Value by Increasing Collaboration, and LAFCO 201: Ethics and LAFCO. Thursday's
program also included a general session on Disincorpora Lion/ Consolidation of Cities
Exit Strategies) and afternoon break -out sessions on
Dissolution /Consolidation /Insolvency Issues and Trends with Special Districts;
Recycled Water: Growth Management Challenges and Opportunities; Making
California Work Again: Restructuring State -Local Relationships; and Environmental
Justice Issues and Case Studies. At Thursday's CALAFCO Achievement Awards
Ceremony, CALAFCO presented Commissioner Wilson with a Certificate of
Recognition for her eight years of contributions and service as Board Chair and Member
of the Board of Directors of CALAFCO. Friday included a session on "Terms and
Conditions: How Far Can /Should We Go ?" and a Legislative Update from the
CALAFCO Executive Director.
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Honk if You're a Water Wonk
By John Leopold, Santa Cruz County Supervisor and LAFCo Commissioner

As we have seen in many different
settings, when we talk about water, a
spirited debate is sure to ensue. In
Santa Cruz County, we took on the
effort to establish our first set of water

policies and managed to create an
inclusive process that yielded
broad support for a

comprehensive water policy.

Santa Cruz County obtains
water for residents solely
through sources available
within the county. There are no
opportunities to import water,
the water systems that have

Enhances been developed draw off of
surface water supphes in the
northern part of the county and
from groundwater in the mid -
and southern parts of the
county. A major water agency
in the county has applied to
provide extra-territorial service
to three million feet of new

space at the university, two
water agencies are considering

operating a desalination plant, and
one agency is in overdraft and
experiencing significant salt water
intrusion Our county's limited water
supply requires managing our water
resources wisely, our options are
limited onceitruns out.

Last year our LAFCo decided to
undertake a long - standing item on our
work plan and create a set of water
policies to help guide our future
decisions After assembling a
subcommittee of LAFCo

Commissioners, we reached out to all
the " water wonks" (purveyors of
water systems, large users and
environmentahsts) we could find.
Each meeting of the subcommittee
was open to the public and followed
the Brown Act. At our first meeting
goals were established to create a
useable set of policies that were easy
to locate and understand, not unduly
cumbersome to applicants, forward -
looking, and helpful in making
meaningful decisions

Our subcommittee met twice a month

and started reviewing data regarding
the state of the water resources in the

county. This entailed active
involvement of our water managers,
and we quickly found that each
district allocated for its water in

slightly different ways Next we
looked at existing efforts in LAFCos
across the State. Lastly we looked at
our own

policies related
to water, which
were scattered

throughout our
poky docu-

ments

Throughout our
dialogue about
policies, the

water wonks" played an active role
in providing information, sharing
challenges and presenting strategies
for addressing water issues within
their districts. Through this

Continued on page 10



The Sphere
CALAFCO Journal

September 2011

The Sphere is a qquarterly publication
of the Californra Nssocianon of Local

Agency Formation Commissions.

BOARD OF DIRECTORS

Susan Vicklund Wilson, Chair
Jerry Gladbach, Vice Chair

Ted Novelli, Secretary
Mary Jane Griego, Treasurer

Julie Allen
Larry R. Duncan

Jon Edney
Kay Hosmer

Juliana Inman
Gay Jones

John Leopold
Brad Miaelfelt

Cathy Schlottmann
Stephen Souza
Joshua Susman

Andy Vanderlaan

CAIAFCO Staff

William Chiat, Executive Director
SR Jones, Executive Officer

Lou Ann Texeira, Deputy Exec. Officer
Kate McKenna, Deputy Exec. Officer
June Savala, Deputy Exec Officer

Clark Alsop, Legal Counsel
Jamie Szutowia, Executive Assistant

To submit amides mem memo

comments or other materials nomoomhy to WFCo
d mH Imse commit the Editorat 916 or inkimhko.og.

The mmems of this nesslenn do not

neasanly r yyremm exthe v's of ( AIAf(0, is

members orthor prokmional or official affiliations

1215 K Sven Suite 1650
Sacrament% (A 95814

916 441 6516

1aww.dakaag

m- d CALAFCO

a

FROM THE CHAIR

In This Together

We are in this together

That was the clear message
that came. from CALAFCO

Board's strategic retreat in
February. Our gracious hosts,
Orange County LAFCo and
Irvine Ranch Water District's

Duck Club provided a
beautiful venue and took

care of us from the moment
we got there. This is the
second retreat that I have

attended at this location,
which is very conducive to
thoughtful discussions.
The Board and our CALAFCO

staff, through the able facil-
itation of consultant Cindy
Henson, worked cohesively
to formulate potential policy
changes and enhancements
to the organization and
decision - making processes.
We were also able to ferret

out lingering issues and
address same in a productive
and respectful way.

The building of trust and
confidence among Board
members allowed us to move

forward effectively toward
clarifying our purpose and
goals. From the actions at the
retreat, the Board was able to
update and revise our
Policies and Procedures

including revisions to our
election process and

legislative focus.

Given the challenges from
which we have recently
emerged and from which we

fl
Susan Vie blond Wilson

Chair, CALAFCO
Board of Directors

have learned, I am honored
to be serving with the caliber
of individuals on your
current Board and

Legislative Committee.

Although CALAFCO is moving
forward with a strong, united
front in upholding our role in
supporting and preserving
LAFCos' charge under

Cortese -Knox- Hertzberg, the
current political and

economic climate represents
a challenge for our LAFCos.
We are unfortunately seeing
the demise and /or dilution of
various tools, such as the
Williamson Act.

Dysfunctional or defunct
agencies, cities and districts
plague many of our LAFCos
with limited resources to

determine the best path to
remedy same. Governance
has come under increasing
scrutiny given the economic
climate. Further the division

between the state and local

governments continues to
grow without any sense that
we are in thistogether.

Passing unfunded mandates
on to local governments and
agencies does nothing to
foster the partnerships
needed to resolve statewide

or local problems.

Continued on next page
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From the Board Chair

continued from page 2

All of that said, this is a time

for creativity and construc-
tive measures and actions.

CALAFCO's Legislative
Committee, through the
leadership of our Executive
Director Bill Chiat, continues

to educate and enlighten our
legislature as to LAFCo's role

and the impact proposed
legislation would have on
local governance and

structure. CALAFCO contin-

ues to provide guidance to
our LAFCos in these

challenging times through
educational opportunities
and awareness.

As a last thought in
concluding my year as Chair
of CALAFCO,I am reminded
of Robert Frost's poem, "The
Road Not Taken' about a

traveler who comes to the

fork in a road and has to

make a decision as to which

road to take - one well worn,
the other less traveled.

Perhaps that is what
CALAFCO has accomplished
these past two years: a
decision to try a different
road, a different structure, a

stronger organization.

CALAFCO is an organization
that continues to appraise its
value to its membership and
look at alternatives and

opportunities to better serve
you.

The Sphere

FROM THE EXECUTIVE DIRECTOR

In the Limelight
This spring and summer brought
a fair amount of unexpected - but
welcomed - attention to LAFCo in

Sacramento. Issues of transpar-
ency, numbers and efficiencies of
local agencies as well as their
oversight were on legislators'
minds and culminated in a

number of legislative hearings. In
addition, California Forward
continued its work on a. structure

to reframe government, and a
number of bills were introduced

which looked to LAFCo as a tool

to implement legislative intent.

A Joint Hearing on Districts
All the energy around LAFCo

began in March with a joint
hearing of the Assembly
Committee on Accountability &
Review and the Committee on

Local Government. The hearing
examined special districts with a
focus on efficiency and
accountability of local agencies
and alternatives for service

delivery. Representatives of
academic institutions, districts
and advocacy groups -- including
CALAFCO - were invited to

testify. Avariety of issues specific
to districts was explored, but
there was also great interest in
LAFCo. Both LAFCo's role in

reviewing the effectiveness and
efficiency of local agencies and
whether there was enough
authority vested in LAFCo to
address recommendations for

reorganizations or service

delivery alternatives in MSRs or
sphere updates were discussed.

Asked about opportunities the

Legislature could explore for
solutions to challenges LAFCos
face, CALAFCO offered several

ideas, including:

1. Modify the protest provisions
for certain consolidations or

Bill Chiat

Executree Director

reorganizations, similar to
island annexations;

2. Streamline the consolidation

process in certain circum-

stances to allow an expedited
process and expand LAFCo
authority to condition the
renegotiation of labor and
pension agreements;

3. Clarity how applications for
consolidation or reorgan-
ization would be funded;

4. Looking to the future,
provide LAFCo with more
authority to prevent the
creation of new agencies that
are not fiscally viable and
limit the Legislature's ability
to create new local agencies
without LAFCo review.

While there were limited out-

comes from the hearing, there
was much greater understanding
and appreciation of the role,
responsibilities and limitations of
LAFCo. I anticipate there will
continue to be a focus on these

issues by both committees next
year.

Two specific outcomes emerged:

1. AB 912 (Gordon) - Provides
LAFCo with a streamlined

protest process for dissolu-
tion of specific special
districts identified for disso-

lution in an MSR, S0] or other
study. Eliminates an election
and terminates the process
only if there is a majority
protest. CALAFCO supported
the bill, which was signed
into law by the Governor.
Please seethe AB 912 article

in this issue for details.

Continued on next page



In the Limelight
continued from page 3

2. Legislative Analyst's Office
LAO) Review — While the
Committees did not ask for a

study, the Chair of
Accountability & Review did.
That study is currently
underway and LAO staff has
visited with me as well as

with a number of LAFCos.

The study is examining a
range of issues on special
districts, including reorgan-
izations and consolidations,

transparency and account-
ability, and service effective-
ness. This has provided
another opportunity to
educate a legislative office on
the role and responsibilities
of LAFCo. The report is
anticipated m October.

Informational Hearing
on LAFCo

Later in March the Assembly
Local Government Committee

held an Informational Hearing on
LAFCos. Again CALAFCO was
invited to testify along with
several LAFCo executive officers.

The hearing gave us an excellent
opportunity to provide in-depth
background on LAFCo mission,
responsibilities, and some of our
issues and concerns. In

particular, my comments

highlighted the limits to LAFCo
resources and authority to meet
the legislative mandate

Executive Officers Pat McCormick

Santa Cruz), Steve Lucas (Butte)
and Kathy Rolhngs- McDonald
San Bernardino) testified on
examples of their LAFCos' work
and some of the challenges faced.

Committee members expressed
appreciation for the information
about LAFCo and the value of the

hearing to them. It provided great
background for the Committees
Omnibus Bill, AB 1430, which
makes major improvements to

the definitions in Cortese -Knox-

Hertzberg. This experience will
also be valuable in the future as

CALAFCO brings issues to the
Committee for action.

California Forward

In April California Forward
started to work with

stakeholders on its " Smart

Government Structural Frame-

work" Two of the five proposals
in the draft structure affect

LAFCo. I was able to participate
in several roundtable discussions

in Sacramento, and a number of
LAFCo executive officers and

commissioners participated in
virtually every stakeholder
roundtable held around the state.

I am pleased to report that our
voices were heard, and California
Forward has a much better

understanding of the role,
responsibilities and possibilities
LAFCo brings to their goals.

We will learn more during the
session at the Annual Conference

presented by CA Forward. They
are committed to continue to
work with us on there recom-

mendations. This is a major
change from when they began the
process and knew little of
LAFCos' existence Now LAFCo is

a feature among their proposals.
The work of Orange County
LAFCo is highlighted as a model
of how LAFCo can review agency
effectiveness.

Legislation
Several other pieces of legislation
continued to elevate LAFCos'

stature with both the Legislature
and stakeholder communities.

Assembly Member Solario came
to CALAFCO to work with us on

All 54, which will require mutual
water companies to respond to
LAFCo request for information
and to provide us with boundary
maps. Among his goals is to make
mutuals more accountable and

transparent, and he turned to
LAFCo as the strategy.

SO 244 (Wolk) on disadvantaged
unincorporated communities was
a long, involved process for us.
Aker many months of work,
however, there was far greater
appreciation for and under-
standing of the role LAFCo plays
and a strong interest by the
Senator and the sponsors to
engage CALAFCO, be responsive
to the needs and limitations of

LAFCo, and work to have the bill

be flexible to LAFCo policies and
resources. As of this writing, we
are uncertain of the ultimate fate

of either AB 54 or SB 244.

50 Years of Possibilities

As we approach the 50c
anniversary of LAFCo law in
2013, it is reassuring to see this
new and continued interest in

LAFCo. As creatures of the

Legislature, we continue, in their
eyes, to serve the purpose for
which LAFCo was created.

Thomas Jefferson said: I am not
an advocate for frequent changes

but laws and institutions go
hand in hand with the progress of
the human mind...." As California

evolves and grows, so too must
the institutions that help manage
that growth. This spring and
summer saw a renewed interest

in how LAFCo has grown and
contributed in 50 years ... and in
the possibilities of what LAFCo
can contribute in the future.

o
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Now is the time for LAFCos to

continue to build and leverage
our strengths as we continue
Exploring New Boundaries.



CALIFORNIA ASSOCIATION OF LOCAL AGENCY FORMATION COMMISSIONS

2011 ANNUAL REPORT TO THE MEMBERSHIP

Dear CALAFCO Members:

We are proud to report to you that the
Association continues as a strong, vibrant
educational resource to members and as an

advocate for LAFCo and LAFCo principles to
statewide decision makers. In 2011 the Association

maintained a high level of educational services as well
as a healthy agenda of legislative issues. During the

year we saw a smooth transition to our new regional
governance structure with the adoption of new policies
and a number of new Board members and

perspectives We are excited with both the program
quality and participation in the Staff Workshop and the
CALAFCO U courses this year. Napa LAFCo and the
Annual Conference planning committee have done an
outstandinglob withthe 2011 Conference Finally,the

Association remains on solid financial ground The
recently adopted FY 2011 -12 budget maintains service
levels for members, avoids a dues increase and retains
a healthy reserve In this report we highlight the

activities of the Association and a few of the things we
see on the horizon.

Our achievements are the result of the dedicated .

efforts of the many volunteer LAFCo staff who
contribute their time and expertise The Board is
grateful to the Commissions that support their staff as
they serve in CALAFCO educational and legislative roles
on behalf of all LAFCoe. We are also grateful to the

Associate Members and event sponsors who help
underwrite the educational mission of the Association

and allow us to keep registration fees as low as

possible to encourage more participation.

EDUCATIONAL SERVICES AND

INFORMATION SHARING

CALAFCO focuses its

educational and

information sharing-
services in four areas:

the Staff Workshop,
Annual Conference,
CALAFCO University

courses, and

electronic resources

including the web site and the member list -serves

Staff Workshop and Annuoi Conference We continued
the tradition of quality education programming with
the Staff Workshop held in Ventura in April and the

Annual Conference in Napa in late
August The Workshop, hosted by

Ventura LAFCo, brought together 96
LAFCo staff (a small increase from 2010)

from around the state for a three -day

workshop. An exceptional program centered on the
theme " Maintaining Our Perspective" with sessions

including assessments and fees, redevelopment
agencies and LAFCo, compensation disclosure, effective
staff reports, ethics and use of digital technologies. A
special series of sessions was specifically designed for

Clerks and included customer service, public noticing,
and public records, among the topics. A mobile
workshop to the Ronald Reagan Presidential Library
highlighted the work of LAFCo and local agencies in
land -use policies and the recent annexation of the site

to a city

Over 200 LAFCo staff and commissioners are expected

at the 2011 Annual Conference in Napa in late August
Hosted by Napa LAF @o, the program centers on the

theme " Exploring New Boundaries' and includes ' a
range of current issues in the sessions

disi ncor po rations; California's growth trends;
collaboration and consolidation of local agencies;
managing the agricultural /urban interface; next
generation of MSRs; the work of California Forward;

social justice issues; imposing terms and conditions;
and, of course, a summary of legislative issues. The
very popular mobile workshops ( two offered this year

by popular demand) highlight sustainable farming
practices in the Napa Valley and the work to balance
preservation of prime agricultural lands with meeting
housing and growth needs.

CALAFCO University Two courses have been offered so
far in 2011, with a third scheduled for October

Facilitation Skills for LAFCo Staff' was held in February
and provided hands -on skills for staff. "California
Planning and Land Use Laws' was held in conjunction
with the Staff Workshop in April Both received

outstanding evaluations from participants. Later this
year "LAFCo'e Role in Regional Governance — A Best
Practices Workshop" will be offered. Classes are
selected and designed based on interest from LAFCo
staff and commissioners. A special thanks to Kate

McKenna ( Monterey LAFCo) for coordinating the
courses this year.

Accreditation All of CALAFCO's educational activities

have been accredited by the American Planning
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Association to provide AICP credits for certified
planners, This benefit is provided at no cost to LAFCo

staff and helps them maintain their certifications. In
addition, both the Conference and Workshop have
sessions for LAFCo counsel that have been accredited

for MCLE credits by the California Bar. We are pleased
to be able to offer these credits which contribute to

the professional development and quality services of
LAFCo staff.

Web Site The CALAFCO web site consistently attracts
between 5,500 and 6,500 visits per week. The vast
majority of the visits are for the reference and resource
materials found on the site and referral information to

member LAFCos. The Members Section receives

between 100 and 200 visits per week. While growing in
content every year, the web site has remained
unchanged, both in its basic design and structure, since
it was first opened nearly ten years ago. Because it is

such a heavily used resource, the Association began a
complete upgrade of the site in 2011. A team of LAFCo
staff volunteers has been working with the executive
director and Santa Clara LAFCo Clerk Emmanuel Abello

to design and launch a new CALAFCO web site. We are
very excited to see this important resource improved.
One of the goals of the Board is to increase our use of
electronic technology to better communicate with
members, provide valuable resources, and reduce our
costs for printing and distribution of hard copies. The
goal is to unveil the new web site at the Annual
Conference in Napa. We look forward to seeing iti

List - Serves The list -serves maintained by the

Association continue to be an important
communication and information sharing tool among
LAFCo staff. This year we added five more list -serves

one for each of the four regions to facilitate more
dialogue among the LAFCo staff and Board members in
the region and a new list serve for the LAFCo analysts.

In total, we now maintain eight list serves to help
members share information, materials, and expertise.

Compensation Guidelines Compensation disclosure
has been in the forefront of discussion at local agencies
since the Bell debacle, and LAFCc, is no exception. At
the request of members, CALAFCO developed model
compensation disclosure guidelines, for consideration

by members, as well as suggestions on how to best
respond to public information requests for
compensation information. CALAFCO distributed the
guidelines to all member LAFCos and provided training

during the Staff Workshop. In addition, CALAFCO fully
complies with the guidelines: our compensation
disclosure is posted on the web site (Resources tab).

California Reform Efforts Executive Director Bill Chiat,
along with a number of LAFCo staff, have participated
in the California Forward roundtable meetings in
Sacramento and around the state and have offered

written comments on the structural reforms proposed.
As a result, significant improvements have been made

in the proposed structures. We are excited to continue
our work with California Forward in 2012 as the group
progresses towards a ballot initiative.

LEGISLATIVE PROGRAM

CALAFCO maintained a full legislative agenda thisyear.
While the Association sponsored only one bill this

session, it was lengthy and complex. In addition, during
the session, CALAFCO staff tracked 39 different bills
that could affect LAFCo. The top priority of the
Legislative Committee was AB 1430, the Assembly
Local Government Committee Omnibus bill. While

normally this annual bill contains minor technical
changes to Cortese - Knox - Hertzberg, this year the 32-
page bill sponsored by CALAFCO contains an extensive
update of all the definitions in the code. This
culminates a lengthy project of the Legislative
Committee. Recognition goes to Bob Brartman (Santa
Barbara LAFCo) who led the team that rewrote most of

the language. We also appreciate the efforts of Legis-
lative Committee Vice Chair Harry Ehrlich (San Diego
LAFCo), Assembly Local Government Committee
consultant Debbie Michaels and our sister associations

which assisted in bringing
this two -year effort to
fruition. The new

definitions take effect 1

January 2012 and, we
believe, will help make
the Act easier to

understand and use.

Highlights of other bills we worked on include

AB 912( Gordon ) — Provides additional authority for

LAFCo to dissolve, without an election, certain
special districts previously identified for
dissolution. (support; signed by Governor)

AB 1255 (Nielsen) — Provides an interim solution to
preserve some Williamson Act funding through
local actions. (support, signed by Governor)

o
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AB 54 (Solaria ) —Requires mutual water companies
to respond to LAFCo requests for information for

MSRs and spheres; also requires mutuals to
provide LAFCo with a map of their territory.
support;. in Senate)

SB 244 (Walk) — Requires LAFCo to identify service
deficiencies of disadvantaged unincorporated
communities within a sphere for SOI updates and

within or contiguous to a sphere for MSRs
CALAFCO worked extensively with the author and
sponsor to minimize the workload and cost
impacts to LAFCo while at the same time working

to provide flexibility to LAFCos and enable LAFCos

to produce useful information ( opposition
removed; in Assembly)

For a complete list of CALAFCO bills, please visit the
web site. Complete information for every bill is
available and updated daily

The Legislative Committee is currently working on

several substantial legislative proposals that will likely
be introduced in 2012

Protest Provisions The Committee is supporting a
two -phase effort to bring order tothe wildly chaotic
assortment of protest provisions in Cortese -Knox-
Hertzberg. The frst legislative focus would move all
current provisions to one section of law and make
minor changes for consistency Former San Diego
LAFCo Counsel Bill Smith has taken the lead to draft

these changes. The second phase would be to enact
more substantive changes to the protest provisions,
to make them more consistent and easier to apply.

Thank you to San Diego LAFCo for supporting this
project

Extension of Services Outside Boundaries The

Legislative Committee has examined this for years,
but in 2011 an intensive effort led by Keene
Simonds (Napa LAFCo) has led to a near - consensus

on language that would increase LAFCo flexibi lity in
certain situations to extend services outside of

boundaries and spheres Some additional work
remains, but we are hopeful a bill will be introduced
this winter.

Lengthen Spheres of Influence Update Cycle

Members assert that the update cycle should be

extended from five to eight years to match the new
Regional Transportation and Housing Element
cycles. CALAFCO continues to work with state
agencies and the legislature to extend the cycle

The positive results of the Committee's efforts in
producing new legislation and avoiding bad legislation
would have been impossible without the leadership of
Committee Chair Bill Chat and Vice Chair Harry Ehrlich
San Diego LAFCo), along with the volunteer efforts of
the 20 LAFCo staff, counsel and Board members who

serve on the Committee; the work of this group has
been critical in crafting legislation, providing
recommendations to the Board on legislative issues
and supporting the legislative process.

ASSOCIATION MANAGEMENT

A Focus on Regions The Board this year engaged in a
mayor effort to work with and build on the
opportunities of the Association's new regional
structure Work began with a two -day Board Retreat
and Meeting last February in Irvine. Lengthy, and at
times challenging, discussions focused on how to build

on the regional
structure and

assure that all

voices are heard

and considered in

decision - making. In
the end, the Board
unanimously adop-
ted a series of

policies to accomplish its goals and help to assure
better balance and participation in decisions Among
those policies'

Statewide Interest: Board members represent the
statewide interests of the . Association and are

encouraged to solicit input from and disseminate
information to the members of their region.

Regional Reoresentatiom The Board encourages
regional participation in appointments for officers
and committees and requires appointments from
each region to the Legislative Committee
Officer Terms Terms are one year to encourage
more Board members to serve as officers and to

support more rotation amongthe regions
Board Action on Legislative Issues In order for the

Association to take a position on legislation, a 60%
majority vote is required, including at least one
affirmative vote from each region.
Rotation of Meetings a Events Board meetings,
conferences and workshops will be rotated among

the regions as much as practicable.
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The Board also adopted an updated strategic plan
following the Retreat While continuing to support
educational and legislative strategies, the Board added
strategies to enhance communications with and among
commissions. Among the strategies already

implemented are the regional list -serves and the
CALAFCO Quarterly. The Quarterly, which is distributed
regionally to all staff and commissioners immediately
following every Board meeting, highlights Board
discussions and actions.

Financial Policies and Reporting The Association
continuesto stand on a strongfinancial base and is in
compliance with all state and federal rules which

govern not - for - profit organizations. The Board

maintains policies and current flings to meet all federal
and state requirements for 501(c)(3) organizations. The
CALAFCO Policies Manual, IRS Form 990 and other key
Association documents are available on the web site
The Association also maintains its records with the

national non - profit reporting organization GuideStar
Iwww voidectar roml In 2011 CALAFCO once again

earned the GuideStar Exchange Seal in recognition of
its transparency in documentation

All financial records are reviewed quarterly by an
outside CPA with reports to the Treasurer and the
Board. The Board also reviews the annual IRS Form 990

tax f i li n g prepared by the CPA and staff

2011 -12 Budget The Board has managed the financial
resources of the Association closely. For the third year
in a row, the Board

Income
voted not to increase 358,279
member dues as

allowed in the

Association By -laws In s' "

addition, the

Association has not

raised member rates

for the Annual x

Conference or Staff Expenses

Workshop for the last"356,279

The adopted budget

for 2011 -12 provides
only minor changes
from the 2010 -11 Xe
budget The close of FY 2011 -12 Recommended

the fiscal year showed Budget Reviaun

a greater year -end

balance than anticipated in the adopted budget,
allowing the Association to restore some of the cuts
made to services and avoiding use of reserves. The

Board will review the budget revision at its meeting
during the Conference. The recommended revised

budget shows total income of $358,279, about 3% less
than the prior year. Total expenses for 2011 -12 are
342,709 (plus a $15,570 contingency) or about 12%
more than the previous year budget. The increase is

largely because $11,000 for two major projects — a
white paper and the web site upgrade — was budgeted
last year but will actually be expenses in 2011 -12.
There are also small increases in rent, professional
services and Conference /Workshop expenses The
recommended revisions result in a balanced budget

that does not tap any of the reserve funds.

Restricted Fund Reserve Since 2005 an important goal
established by the Board has been to grow and
maintain a fund reserve to support member services in
uncertain economic times and avoid the need to tap

members for additional funds, as had been done in the

past. With an initial goal of 35% of non - conference
operating expenses, the reserve is currently at
100,754, about 44% of the annual operations budget
outside of the Conference and Workshop. The reserve
is not part of the annual budget and requires a vote of
the Board to use its funds. The Association has not

used the fund reserve since the early 2000s. CALAFCO
maintains its funds with the Local Agency Investment
Fund (LAIF). While the interest rate has remained low
again thisyear, we have not lost any of the principle in
our savings or investments.

Finally we want to recognize the outstanding
leadership of our executive director Bill Chiat and
executive off cer SR Jones (Nevada LAFCo). Added to

that is our appreciation for all the contributions of
executive assistant Jamie Szutowicz in the CALAFCO

office, deputy executive officers Lou Ann Texeira
Contra Costa LAFCo), June Savala (Los. Angeles LAFCo)

and Kate McKenna ( Monterey LAFCo), and Legal
Counsel Clark Alsop (BB &K). These people, along with
many other volunteers, associate members, and
members of the Board have all worked together this
year to bring many achievements and a strong
Association to you, our member LAFCos

Sincerely Yours,

The CALAFCO Board of Directors

0
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Fresh Ideas Blossom

at Orange County
LAFCo
By Bob Aldrich

Summer continues to be a time for new growth and
fresh ideas. In Orange County, many agencies
including OCLAFCO) are responding to the "new
normal" - the new economic reality facing cities,
counties and special districts - with innovative
programs and creative changes in how services are
being provided.

The cities of Brea and Fullerton,

for example, approved a joint
agreement in early May to share
a fire chief and other high-
ranking firefighters. The two l 

cities already share three ;
battalion chiefs. Under the new

shared services arrangement, Fullerton is expected
to save $ 463,000 annually and Brea will save
881,000. At the Cities of Garden Grove and

Fountain Valley, both city councils unanimously
approved a joint contract to share a single city clerk
position. This position restructuring will save both
cities money without any projected loss in
accountability or efficiency. Both actions represent
imaginative solutions by cities looking to maintain a
high level of services in uncertain economic times.

Recognizing that our member agencies are all
experiencing fiscal stress, the Commission used last
year's Strategic Planning effort to rethink LAFCo's
role in these difficult economic times. Specifically -
can OCLAFCO play a role in helping our member
agencies address the fiscal crisis we all face today?
What are the opportunities for LAFCo to make a real
difference in local government effectiveness?
Instead of focusing so much on changing boundary
lines, can we instead focus on making our
communities " whole and healthy" in terms of service
levels and equity in cost? By refraining our mission,
boundary changes became just one tool in
accomplishing our mission and opened up other
opportunities for LAFCo to make a real difference.

Two projects sponsored by OCLAFCO that we think
will make a difference in our communities were

summarized in the previous edition of The Sphere.
Here's an update: Our "Shared Services" project (a
web - based tool to encourage public agencies and
homeowner associations to share . services for

increased efficiency) went "live" on June 30, .2011.
Using a link on the OCLAFCO websrte, public
agencies are able to access a separatewebsrte which
lists agencies offering services ( e.g., street sweeping,
police, fire, parks and recreation, etc) and agencies
seeking to contract with other agencies for specific
services. Several "Working Group" meetings of city,
county, special district and homeowner association
representatives were used to provide input and
refine the project.

Our "Fiscal Early Warning System" webs re was also
launched. on June 30, 2011. The websrte (linked to
the OCLAFCO site) includes 10 economic indicators
selected by a Working Group of LAFCo, city, county
and special district representatives) and allows
agencies and the public to monitor key financial data
of each OC agency. The program started small and
staff will continue to look for ways to improve and
possibly expand the program in the future.
OCLAFCO used the services of Creative Revolution, a
Redondo Beach -based web design firm, to assist
with the webste development for both projects.

Both the Shared Services and Fiscal Early Warning
System projects help to fulfill our MSR mandate to
assess OC agencies' fiscal health and opportunities
for shared services. OCLAFCO Policy Analysts Ben
Legbandt and Joe Serrano will be presenting an
overview of both projects at the Fall CALAFCO
Conference in Napa.

Bob Aldrich is Principal with Aldrich and Associates
and a consultant with Orange County LAFCo. He is
former assistant executive officer of OCLAFCO.
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Honk if You're a

Water Wonk

continued from cover

engagement, we decided on a
three -put strategy of information,
education, and regulation.
With the advice from the "water

wonks," we chose not to create a
detailed application about water
resources for every applicant
seeking assistance from our
LAFCo We agreed to use data
already provided to the State
Water Agency. This decision
allows our LAFCo to compile
data for applications and the
community about the availability
of water to assess future

applications. Assembling this
information will assist our
LAFCo in future decisions

Afterreviewing availableinform-
ation, we agreed that not only
does our LAFCo need to be better

educated about water, but also
the community as a whole could
benefit from knowing about the
state of water resources in our

county To fulfill our strategy of
education, we decided that our
LAFCo should partner with an
existing Prop. 50- funded confed-
eration of water agencies, known
as the Integrated Regional Water
Management Foundation, to host
a community forum on water
resources every other year to
better inform the public about the
challenges and opportunities for
our county-wide water resources.

Not surprisingly the foughestpart
of the process was identifying
policies to assist with regulation.
Here we engaged a three -part
strategy

First we re- organized our policies .
to put any existing policy about
water in one clearly defined
section within our LAFCo

policies. Second we drafted policy
language for past commission
practices that were not currently

M

in our policies ( This included
items such as giving preference to
water systems that engaged their
customers in determining the
direction of the water district.)

We then reviewed the water

policies of other LAFCos to
determine what might make a
good fit in our County We
specifically reviewed policies in
E1 Dorado, San Diego and San
Luis Obispo. Our subcommittee
and the " water wonks" had
useful discussions

about all three

policies, but our
subcommittee gravi-
tated towards the

policies in San Luis
Obispo because they
had been applied
over a period of
years in situations
similar to what exist

in Santa Cruz

County.

With the assistance

of David Church,
San Luis Obispo's
Executive Officer,
case studies were

created to look at

their policy of insuring that
applicants had "adequate, reliable
and sustainable" water when

considering their application.
Over eight years their LAFCo has
never been sued over their

policies, which allowed for a wide
range of responses to this simple
and direct standard.

As we worked on wording in our
policies, the inclusiveness that we
had established over six months

of discussion truly paid off Water
managers who felt as though they
might be unfairly affected by this
new standard engaged in a dialog
with the subcommittee. Having
the "water wonks" at the table

allowed for a healthy discussion
about the proposed policy and the
direction that the commission

was interested in taking. Twice
the subcommittee went to the full

commission to update and solicit
input to ensure that we were on
the right track. With positive
support from the entire
commission and active engage-
ment with the "water wonks," we
fine -tuned our new standards to

reflect the experience of San Luis
Obispo and the realities of Santa
Cruz County.

The inclusion of the " water

wonks" was critical to the passage
of our water policies. Days before

the public hearing
on the final draft
of the new water

policies, our

LAFCo received

correspondence
from one district

that tried to

scuttle the work

of the committee

Fortunately the
broad consensus

developed within
the subcommittee

and the " water

wonks" was

strong enough at
the hearing that
the water district

politely withdrew
their concerns. The water policies
passed our LAFCo on a
unanimous vote

The inclusive effort that we

undertook in Santa Cruz County
does not mean that we all agree
on how to manage our water
resources into the future. It

highlighted some of the differ-
ences we have about how to

address the challenges of the
future But with the inclusion of

our "water wonks," we were able
to develop a set of policies that
will help guide our decisions in
the future and ensure that they
will be based on adequate infor-
mation, engagement with the
community, and standards that
allow for a response to incorp-
orate the unique issues that each
water district faces.
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VENTURA LAFCo

CASE STUDY

How LAFCo
Review
Enhanced a

City's Plan for
Providing
Public
Services
By Kai Luoma, AICP

In late 2010, the City of Santa
Paula submitted to the Ventura

LAFCo a proposal to amend its
sphere of influence and annex
approximately 550 acres of
mostly prime agricultural land to
accommodate development of
the East Area 1 Specific Plan
EA1SP). The City approved the
EA1SP, entered into a develop-
ment agreement ( DA), and
certified an EIR for the project in
2008. The EA1SP consists of

1,500 residential units, 435,000
square feet of commercial and
light industrial uses, and
approximately 375,000 square
feet of civic uses. The proposal
presented a number of challenges
for LAFCo, some of which are
summarized in this article.

The City approved the EA1SP
with two points of access. One of
the access points requires
construction of a bridge across a
creek which separates the EA1SP
from the City. Under the DA, the
bridge was required to be
constructed no later than the

occupancy of the 500th residen-
tial unit and there was no limit on

the amount of commercial,
industrial, or civic development
allowed prior to the bridge
construction. Thus, as approved,
thousands of residents, employ-
ees, and visitors could have
occupied the EA1SP with only a
single means of access, raising
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concerns about traffic circulation

and emergency access.

The EIR concluded the City did
not have adequate fire and police
personnel or facilities to
adequately serve the project. To
mitigate this impact, a new fire
station and police facility was
required to be constructed.
However, the DA deferred
construction of the fire /police
station by requiring it to occur no
later than construction of the

500th residential unit (again with
no limit on the amount of

commercial, industrial or civic
uses that could be constructed).
As approved, the EA1SP would
have allowed thousands of

residents, employees and visitors
to occupy the site without
adequate emergency response
services.

As approved by the City, the
EA1SP was to utilize an

approximately 2.5 -mile

wastewater trunk line to convey
wastewater to the City's
treatmemplant Accordingtothe
City's wastewater master plan,
this trunk line is in poor
condition and lacks adequate
capacity to accommodate existing
flows, much less the additional
flows from EA1SP. The EA1SP

did not address improvements to
this trunkline.

The FIR overlooked the fact that

about 40 percent of the EA1SP is
within a FEMA designated
floodplam. Also, recent studies
concluded that the volume of

water flowing in the creek during
a flood event was 40 percent
higher than originally believed.
According to comments received
by the Ventura County
Watershed Protection District

VCWPD), routine removal of
sediment from the creek channel

and improvements to the flood
control facilities would be needed
to accommodate floodwater and

protect the EA1SP from flooding.
However, the VCWPD indicated
that they do not have adequate
funding to cover these costs.

Another concern was that, as
approved, a new homeowners
association ( HOA) was to own,
fund, maintain, and operate
several parks and recreation
facilities open to the general
public, including a swimming
pool, baseball and soccer fields,
tennis and basketball courts, an
amphitheater, and playgrounds.
LAFCo staff pointed out that
HOAs are independent entities
exclusively funded and controlled
by property owners. Staff
expressed concern that the City
would have no input or oversight
of how the HOA chose to operate
and maintain these facilities.

A fiscal impact analysis was
prepared by the developer and
approved by the City as part of
the project. The analysis showed
that revenue from the EA1SP

would substantially exceed the
costs to the City to provide
services for most of the

subsequent 20 years. However,
the analysis based property tax
revenue on anticipated property
values in 2007 near the peak of
the housing bubble and did not
reflect the drop in property value
over the last few years. It also
estimated sales tax based on an

average annual household
income within EA1SP in excess of
133,000 (more than three times
the median income in the City).
In addition, it faded to reflect any
increase in the costs of providing
services over 20 years, the full
costs of operating the new fire
station, and the full cost of City
park maintenance. LAFCo staff
concluded that the fiscal analysis
appeared to overstate revenue
and understate costs.

Finally, approval of the proposal
would create an approximately
70 -acre unincorporated island.

Continued on page 12



Ventura LAFCo

Case Study
Continued from page

This area is substantially
developed and included a small
low- income community in need
of sidewalks, streetlights, and
upgraded storm drainage
facilities. The City plans to
extend water and sewer

infrastructure through this
community to serve EA1SR but
wished to postpone annexation
to a later date. The City
requested that LAFCo waive the
provisions in CKH prohibiting the
creation of unincorporated
islands because the City believed
that there is a Jack of support in
the community for annexation,
there are blighted land uses in
the area, and significant land use
planning would be needed.
LAFCo staff concluded that the

blight and the planning - related
issues were the very reasons why
the community should be
annexed In staff's opinion, the
request to avoid annexation of
this community was an issue of
environmental justice.

The proposal was scheduled for
Commission consideration on

January 19, 2011. Based on the
aforementioned concerns, as well
as others, staff recommended
that the matter be continued and

additional analyses conducted.
At this point in the process the
property owner, the Lcmoneira
Company, came forward and
began working directly with
LAFCo staff to address the
concerns.

After a series of meetings
between LAFCo staff, Limoneira,
and the City, the City agreed to
make the following revisions to
the approved project:

Construction of the bridge
across the creek expedited to
occur as soon as possible, with
the intent to complete prior to
occupancy of any structures.
Some flexibility was

warranted given that permits
from other agencies with

jurisdiction over the creek
would be needed. In the event
of a delay, the project will
provide a second temporary
emergency access point.
Construction of the fire /police
station accelerated to occur
prior to occupancy of the
250 unit

The DA to be revised to
identify the approximately
3.5 million for the improve-
ment of the wastewater trunk
line to be shared by the
developer and City through
impact fees, the City's
wastewater enterprise fund,
and a bond issued by the City.
The developer and /or City to
enter into a binding agree-
ment with the VCWPD
requiring the developer and/
or City to cover the costs to
construct needed flood control

improvements.
Also, the City/
developer to

establish a

benefit assess-
ment to fund the
ongoing costs of
sediment remo-

val and other
routine creek
channel mainten-
ance.

The HOA will not

provide public
recreation and

park services. A City -
controlled assessment district

is to be established to provide
funding.
To cover any revenue
shortfalls to the City, the
property owner had

previously agreed to deposit
1 million in a fund to be used
by the City to cover revenue
shortfalls. The property owner
agreed to increase the fund to
2 million and to replenish
any funds removed by the City
so as to maintain a $2 million
balance for the life of the DA,
up to 25 years.
Finally, the City agreed that
prior to recordation of the
EA1SP annexation it would

submit an application for the
annexation of the area that

would have become an

unincorporated island,
On March 16, 2011, with an
overflow crowd in attendance,
the Ventura LAFCo approved the
proposal subject to several
conditions addressing the
aforementioned project revisions.
The lessons learned were several.

First, the positive outcome of the
proposal was primarily due to
the Commission's support of
staff's analysis. The Commission
took the concerns raised in the

staff report seriously, forcing the
City and property owner to do
the same. It also demonstrated
the importance of involving and
working collaboratively with
other agencies. For instance, the
VCWPD played a key role in the
issues regarding flooding. Staff
from the District and LAFCo

worked together with the
property owners
and City to address
the flooding issue
It also demon-
strated the role
that a DA can have

with regard to the
provisions of

public services

and the impor-
tance of reviewing
such documents as

part of the LAFCo
process. For

instance, the DA
substantially revised the project
from that evaluated in the EIR
Had staff not reviewed the DA,
the deferral of construction of the

bridge and fire station, as well as
the issues regarding the HOA,
would not have been identified

and, subsequently, would not
have been addressed.

If you would like to learn more
about this proposal, please see
theJanuary 19 and March 16 staff
reports on Ventura LAFCOs
website www.ventura.lafco.ca.us
or contact Ventura LAFCo staff

directly.

Kin Lonnie, AICP, is the Deputy
Executive Officer of Ventura
LAFCo.
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Court of Appeal
Questions Service
Assessments
by Michael G. Colantuono, Esq.

On June 29, 2011 the California District Court of

Appeal in Sacramento decided Concerned Citizens for
Responsible Government v. West Point Fire Protection
District, questioning whether Prop. 218, the "Rightto
Vote on Taxes Act" allows assessment financing of
government services, as opposed to capital facilities.
The decision is sufficiently problematic that several
local government associations have asked the
California Supreme Court depublish it so it cannot be
cited as precedent in future cases.

The dispute. The District serves approximately
2,400 parcels in an unincorporated area of northern
Calaveras County. The District imposed a benefit
assessment in 2007 under the Fire Suppression
Benefit Assessment Act to (d fund staffing of at least
one EMT / senior firefighter at all times, (iij fund
additional volunteer firefighters support and (m)
require periodic town hall meetings and board
review of the assessment every five years. The
assessment distinguished among improved and
unimproved parcels and exempted properties which
had assessed valuations (of land and structures) of
less than $5,000. The assessment rate structure was

very simple: improved properties were assessed
87.58 per year and unimproved parcels were
assessed $45 per year. No distinctions were made
with respect to the size or value of structures or land
use (i.e, singlefamily, multi- family, commercial].

The assessment was approved by a vote of 61.&H, to
38.1% of the property owners in a Proposition 218
assessment protest proceeding, in which ballots are
weighted by the amount each property owner is to
pay.

The plaintiff association filed a reverse validation
action to invalidate the assessment arguing it faded
to comply with Proposition 218's requirements that
it be assessed only for special benefit to property
and that assessment amounts be proportionate to
the special benefit received by each parcel. The trial
court upheld the assessment and awarded the
District $104,153 in attorneys' fees, finding the
plaintiffs had unreasonably denied the District's
discovery requests for admissions. An award of
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attorneys fees to a government agency against an
activist group is rare and, in this case, not destined
to last.

The appellate decision. The Court of Appeal found
that the assessment engineer's report faded to
demonstrate that the District's services specially
benefited property in a way meaningfully different
from the benefit provided to the general public. The
Court also found the very simple, two -rate,
assessment formula inadequate to make
assessments proportionate to the special benefit

conferred on each

property. Although we
only know what the
Court of Appeals
decision tells us about

the engineer's report,
these conclusions are

not surprising. Ever
since the California

Supreme Court

announced in its 2008

decision in Silicon

Valley Taxpayers Assn v. Santa Clara County Open
Space Authority that courts will use their
independent judgment in evaluating assessments -
abandoning the pre - Proposition 218 standard which
gave some deference to the determinations of local
legislative bodies - it has been much harder to
defend assessments. Recent appellate decisions
involving Riverside County and the Town of Tiburon
have continued thattrend.

What is notable about the West Point decision,
however, is the breadth of its language:

Fire suppression, like bus transportation or
police protection, is a classic example of a
service that confers general benefits on the
community as a whole. A fire endangers
everyone in the region. No one knows
where or when a fire will break out or the

extent of damage it may cause. Fire
protection is a service supported by
taxpayer dollars for the benefit of all those
who reside in the entity's jurisdiction and
those unlucky members of the public who
may need it while temporarily within its
borders. Such protection cannot be
quantifiably pegged to a particular
property, nor can one reasonably calculate
the proportionate " special benefits'
accruing to any given parcel. As the

Continued next page
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Assessments and

Proposition 218
Continued from page 13

Legislative Analyst pointed out in the ballot
materials that accompanied Proposition
218, "'[t]ypical assessments that provide
general benefits' [ are] ' fire, park,
ambulance, and mosquito control
assessments:" Thus, the assessment

generates only general benefits.

The Court also suggested that valid assessments
must involve:

a local public improvement of direct benefit
to that property, as for example a street
improvement, lighting improvement,
irrigation improvement, sewer connection,
drainage improvement or Flood control
improvement.

These levies go toward paying for specific
tangible benefits of which each parcel
partakes, and which can be apportioned in
relationship to the total cost of the
improvement. By contrast, fire protection,
as well as public park maintenance and
library upkeep, are supported by ad
valorem property taxes, which "are deemed
to benefit all property owners within the
taxing district, whether or not they make
use of or enjoy any direct benefit from such
expenditures and improvements."

This last comment was a quote from a 1980 decision
involving Proposition 13's application to fire
assessments that was rejected by later courts.

The reaction. On June 28u, the Mosquito and
Vector Control Association of California filed a 5-

page letter with the California Supreme Court
requesting it "depublish" the case — i.e., remove it
from the books as precedent for future cases without
disturbing the result of the case On August 4 the
Howard Jarvis Taxpayers Association filed a cursory
and polemical two -page opposition to that request
On August 5u, the author of this article filed a 9 -page
letter supporting the MVCAC request, explaining that
the Court of Appeals' conclusion that Prop. 218
allows assessments for physical improvements, but
not for services, does not reflect the language of the

Constitution or the Proposition 218 Omnibus
Implementation Act and overlooks important cases,
including a recent decision upholding a business
improvement assessment in Pomona. That request
was filed on behalf of the California Special Districts
Association, the California State Association of
Counties, the Fire Districts Association of California

and the League of California Cities. In addition, the
West Point Fire Protection District has until August
28, 2011 to ask the California Supreme Court to
grant review of the case if the Supreme Court were
to grant review, the Court of Appeal decision will
automatically be removed from the books. The
requests for depublication remain pending as this
article is written.

What should local governments do in the
meantime? First, it is very important that
assessments be supported by a well drafted
engineers report It is not enough to simply put a
fresh date on an old report, written before the Silicon
Valley decision. New reasoning is needed, especially
for assessments to fund services that broadly benefit
society, like fire protection, park services, and
landscaping and lighting services. Second, given the
unstable and uncertain state of the law on these

issues, it is important that a lawyer review the
engineer's report before it is final and that enough
time be allowed for meaningful review. Lastly, of
course, agencies with an interest in service
assessments should follow the status of the requests
to depublrsh the WestPoint case,

In short, be careful and stay tuned. As always, we
will keep you posted!

Michael Colantuono, Esq is a Principal with Colantuono
Levin PC and a Gold Associare Member of CALAFCO.

Mr. Colan [uonorepresentsseveralLAFCos.

M
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GUEST COLUMN

Assemblyman Rich Gordon Bill Supporting Local Control
and Consolidation of Special Districts Signed into Law
By Assemblyman Rich Gordon

During my thirteen year tenure as a San Mateo
County Supervisor and LAFCo Commissioner, I
experienced multiple instances when certain
special districts were deemed extraneous, but
LAFCo agencies did not possess the proper tools
to dissolve or consolidate such districts. While

serving on State Assembly Local Government
Committee, I realized this problem was indeed
statewide and that thousands of dollars were

being used redundantly in holding costly special
elections.

In a time when local governments are searching
for ways to share resources and find cost -
savings of any amount, I authored Assembly Bill
912 to support local LAFCo agencies and
enhance local control over special districts.

Signed into law by Governor Brown in July, AB
912 will allow LAFCos to bypass expensive
special elections when commission reports
recommend dissolution and a majority of the
voters or landowners of a district do not protest
the action.

I believe my bill follows through on the original
intent of LAFCos. This law will allow local

governments to save hundreds of thousands of
dollars on special elections without
compromising government accountability or
transparency.

While AB 912 makes only a minor procedural
change to the Government Code, the law will
ultimately increase local control in how counties
handle the dissolution of special districts. This
is why I believe the bill passed unanimously
through the State Assembly and Senate and why

I,

rn1

the bill was supported
by the California
Special Districts

Association ( CSDA).

It is my hope that, with
this new law, local

LAFCo agencies are
better equipped to use
limited government
resources more

ffi .®eciently and find
ways to deliver

services more effectively to their constituents.

To find the full text of the bill, please visit Leg
Info and search for AB 912: www.lesinfo.caeov

or visit the CALAFCO website legislative tab.

I am interested in receiving your feedback and
to hear how the passage of AB 912 is impacting
special districts and LAFCo agencies in your
community. Any reflections or feedback can be
registered by emailmg.
Asssemblymember Gordon @Assembly ca gov.
Please include "AB 912 LAFCo Feedback" in the

subject line of the email.

Assemblyman Rich Gordon represents the 21st
AssemblyDistnct, which includes much of Silicon
Valley, including the communities of San Carlos,
Redwood City, Atherton, Menlo Park Pertain
Valley, Woodside, East Palo Alto, PaloAlto, Los
Altos, Los Altos Hills, Monte Serene, Los Gatos and

the Almaden Valley. Website ofAssemblyman Rich
Gordon: www.nsmdcnrP /members /a 211

VISIT WWW.CAIAfCO.ORG.
KEEp up TO BATE ON LAFCo issuEs, laws, lEgislATiON, JEGAI

d ECISIONS, Ed UCATiONAI MATERIALS, ANd RESOURCES.
WATck foa THE AIGAEty CALAFCO tvtbsitt Tbis LAID
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CALIFORNIA ASSOCIATION OF LOCAL AGENCY
FORMATION COMMISSIONS

1215 K Street, Suite 1650
Sacramento, CA 95814

www calafco.org
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Make your plans now to attend the
nri1 U I i , 1If'

in Monterey!

Hosted by Monterey 1 AFCo

October 3 — 51h 2012

Monterey Hyatt Regency
at Del Monte Golf Course
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