
                       

SAN JUAN WATER DISTRICT 
Board of Director’s Meeting Minutes 
January 11, 2017 – 6:00 p.m. 
  
BOARD OF DIRECTORS 
Pam Tobin   President 
Ken Miller   Vice President 
Ted Costa   Director 
Dan Rich   Director  
Bob Walters   Director  
 
SAN JUAN WATER DISTRICT MANAGEMENT AND STAFF 
Keith Durkin   Interim General Manager 
Donna Silva   Director of Finance 
Teri Grant   Board Secretary/Administrative Assistant 
Joshua Horowitz  Legal Counsel 
 
OTHER ATTENDEES 
Mitch Dion Self 
Paul Helliker Self 
Tony Barela SJWD 
George Machado SJWD 
Greg Turner SJWD 
Rob Watson SJWD 
Greg Zlotnick SJWD 
Bob Reed The Reed Group 
 
AGENDA ITEMS 
I. Public Forum 
II. Consent Calendar 
III. Old Business 
IV. Presentations 
V. New Business 
VI. Information Items 
VII. Directors’ Reports 
VIII. Committee Meetings 
IX. Upcoming Events 
X. Adjourn 
 
President Tobin called the meeting to order at 6:00 p.m.   
 

I. PUBLIC FORUM 
There were no public comments. 
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II. CONSENT CALENDAR 
All items under the consent calendar are considered to be routine and are 
approved by one motion.  There will be no separate discussion of these items 
unless a member of the Board, audience, or staff request a specific item removed 
after the motion to approve the Consent Calendar. 
 
President Tobin removed Consent Calendar item #8 for discussion under Agenda 
Item VIII-1 at the request of Keith Durkin. 
 
1. Minutes of the Board of Directors Meeting, November 9, 2016 

Recommendation: Approve draft minutes 

2. Minutes of the Board of Directors Special Meeting, December 7, 2016 
Recommendation: Approve draft minutes 

3. Minutes of the Board of Directors Special Meeting, December 12, 2016 
Recommendation: Approve draft minutes 

4. Minutes of the Board of Directors Meeting, December 14, 2016 
Recommendation: Approve draft minutes 

5. Minutes of the Board of Directors Special Meeting, December 27, 2016 
Recommendation: Approve draft minutes 

6. Payment of Bills and Claims 
Recommendation: Adopt Resolution No. 17-01 

7. Engineering Plotter/Scanner 
Recommendation: Approve a motion to purchase a new HP Designjet 

Z5400 plotter/scanner to replace the existing 
plotter/scanner for an amount not to exceed $12,500 

8. Baldwin Reservoir Raw Water Piping Improvements 
Recommendation: Approve a motion to authorize using $90,000 of 

wholesale capital reserves to construct the 
improvements 

 
In response to Director Walters’ question regarding the November 9, 2016, 
meeting minutes agenda item VI-1.1, Mr. Greg Zlotnick informed the Board that 
the USBR confirmed that the District received a waiver for submitting the water 
management plan this year.  Mr. Zlotnick will find out whether the District has to 
submit the water management plan next year or in five years. 
 
In response to Director Walters’ question regarding the November 9, 2016, 
meeting minutes agenda item VI-2.1, Mr. Durkin informed the Board that the 
Public Information Committee discussed joining the other agencies to hire a 
strategic public affairs consultant and this will be discussed at the January 25th 
Board meeting. 
 
In response to Director Walters’ comment regarding the lack of financial 
information and details on the December 14, 2016, meeting minutes agenda 
item VI-1, Mr. Durkin explained that the minutes reflect the discussion of the 
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Board at that meeting and the follow-up discussion will be held under Old 
Business tonight.  
 
Ms. Silva informed the Board that for Consent Calendar item 6, Payment of 
Bills and Claims, she will have to transfer funds from LAIF to the District’s 
checking account, and that she has had to transfer approximately $4.5 million 
since she has been at the District.  She commented that she has never 
transferred funds into LAIF during this same time.  
 
Director Walters moved to approve Consent Calendar items 1-7. Director 
Miller seconded the motion and it carried unanimously. 
 
President Tobin moved agenda item V-1, General Manager Recruitment, 
forward for discussion.  The meeting minutes will remain in the original agenda 
order. 
 

III. OLD BUSINESS 
1. 2017 Board Officers 

President Tobin opened the nominations for President and Vice President for 
the San Juan Water District Board of Directors for 2017. 
 
President Tobin moved to elect Ken Miller as Board President.  Director     
Rich seconded the motion and it carried unanimously. 
 
President Tobin moved to elect Bob Walters as Board Vice President. 
Director Costa seconded the motion and it carried unanimously. 
 
Outgoing President Pam Tobin passed the gavel to incoming President Ken 
Miller. 

 
2. Wholesale Financial Plan and Water Rate Update Study 

Ms. Silva reviewed the Wholesale Financial Plan and Water Rate Update Study 
process and timeline.  In addition, she reviewed the various comments received 
from the wholesale customer agencies and other sources, which are all 
included in her staff report. Ms. Silva informed the Board that any rate change 
would be effective January 1, 2017. 
 
Mr. Reed conducted a presentation on the wholesale Financial Plan and Water 
Rate Update Study.  A copy of the presentation and plan will be attached to the 
meeting minutes.  
 
The Board discussed the revenue from SSWD, pay-as-you-go projects, and 
funding for the Hinkle Reservoir replacement project. In addition, they 
discussed the cost of pumping groundwater versus surface water deliveries for 
the wholesale customer agencies.  Director Costa suggested that the Board 
consider a parcel tax on customers versus raising rates. 
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In response to Director Walters’ question regarding SSWD wheeling charges, 
Mr. Durkin explained that the 1994 agreement between SSWD and SJWD will 
be reviewed and SSWD will provide the District with their proposed revisions to 
the contract as a starting point for discussions. Mr. Durkin commented that any 
revisions will be fair and equitable as it pertains to the cost of service.  Mr. 
Durkin will bring that contract to the appropriate committee for review in the 
next few months. 
 
Mr. Reed reported that the Wholesale Financial Plan covers operation, 
maintenance, and debt service obligations throughout the planning period, with 
a majority of CIP projects funded on pay-as-you-go basis and new debt issued 
in 2019 for two major projects.  He reported that the PERS UAL is reduced by 
75% and reserve recommendations help to reduce costs and help limit annual 
rate adjustments.  In addition, he is recommending that the District adopt the 
entire 5-year rate schedule, which meets the cost of service requirements and 
helps improve revenue stability.  He explained that rates should be reviewed on 
an annual basis to determine if the adopted rate needs to be adjusted. 
 
Mr. Reed informed the Board that the proposed rate increases mainly reflect 
covering the financial deficit, the cost of new debt service and meeting 
obligations. Mr. Durkin informed the Board that the wholesale customer 
agencies are aware of the District’s proposed rate increases, participated in 
workshops regarding the wholesale financial plan, and although they would 
prefer no rate increases, they have expressed support of the financial plan and 
increases. 
 
Mr. Mitch Dion addressed the Board as a rate payer, not a representative of 
SSWD.  He voiced concern regarding the wholesale water rate increase and 
the effect on water use due to the increase in cost.  In addition, he had obtained 
a copy of the report that HDR completed for SSWD and voiced concern 
regarding the statement in the report that reads, “The analytical level of detail 
contained within the Reed report likely does not fully support the District’s 
suggested approach.” Mr. Dion warned the Board regarding an artificial 
bounce-back regarding water sales. 
 
Director Walters commented that there are some policy decisions that the 
Board should make that are in the report and is concerned that by adopting the 
report, the Board is ultimately adopting those policy decisions, such as 
eliminating a reserve.  Ms. Silva commented that, by accepting the report, the 
Board is not changing policy and staff will return with recommendations to 
actually change any adopted policy that is reflected in the report.  Mr. Horowitz 
explained that accepting the report is an acknowledgement by the Board that 
Mr. Reed completed the report.  Mr. Durkin confirmed that, by accepting the 
report, the Board is not adopting the report and changing Board policies, the 
Board is only accepting the work product and indicating to Mr. Reed that his 
work on the report is complete.  Mr. Horowitz informed the Board that they 
could separate the motion into two parts – first accept the report and the 
second to adopt the rates and give direction to staff. 
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Director Costa moved to accept the final report and approval of Five Year 
Wholesale Water Rate Schedule.  Director Tobin seconded the motion. 
 
Director Walters offered a substitute motion to separate the issues.  
Director Walters moved to accept the final report. Director Rich seconded 
the motion and it carried with 4 Aye votes and 1 No vote (Director Costa). 
 
Director Costa voiced concern with the report and suggested that the District go 
to the voters for a 20-year bond.  Director Walters suggested that staff work 
with the policy issues that are listed in the report.  
 
In response to Director Rich’s comment, Mr. Durkin explained that staff’s 
approach has been to get the full life out of the Hinkle cover and liner which is 
estimated to be another 3-5 years instead of proceeding earlier with the project. 
Mr. Reed commented that if borrowing was moved up a year, then debt service 
would also move up a year and the proposed rates might not support the 
change; however, in structuring the debt, the District might be able to make 
payments which fall in line with the financial plan. 
 
Ms. Silva commented that she received information that the District might 
qualify for financing through the EPA’s Water Infrastructure Finance and 
Innovation Act (WIFIA) program.  She commented that Hinkle Reservoir 
replacement should qualify for the program at a very low interest rate and there 
is flexibility to structure the repayment schedule.  Director Rich recommends 
starting the pre-design work on the Hinkle Project early as it will be needed 
when applying for a loan.  Mr. Horowitz suggested that a workshop be 
scheduled to discuss Hinkle Reservoir.  President Miller directed staff to set up 
a workshop to discuss Hinkle Reservoir and directed staff to work with Director 
Walters regarding the Board policies which are included in the report. 
 
Director Rich moved to approve the Five Year Wholesale Water Rate 
Schedule, as contained within the Wholesale Financial Plan and Water 
Rate Update Study.  Director Tobin seconded the motion and it carried 
with 4 Aye votes and 1 No vote (Director Costa). 
 

3. Tablet for Board Members 
President Miller reminded the Board that one of the reasons to pursue tablets 
for Board members is so that if there is a court case that requires access to 
Board members’ emails then only District emails on the tablet would be 
accessible versus if a Board member uses a personal device then all emails 
could be accessed.  Director Walters would like to see the tablets utilized on a 
one to two year trial basis then evaluated regarding the cost. 
 
In response to Director Walters’ question, Mr. Horowitz explained that state law 
allows Board members to post uniform information on Board members on the 
District’s website, i.e.in the same typeface, same style and same size, such as 
name, email addresses and a photo.  Mr. Durkin reported that there is a staff 

https://www.epa.gov/wifia
https://www.epa.gov/wifia
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report in the Board packet which will be attached to the meeting minutes.  The 
staff report includes cost information for the tablets and an estimate of how that 
cost breaks down per meeting.  In addition, Mr. Durkin provided a spreadsheet 
of information, prepared by the Board Secretary, which shows that the cost of 
one Board member’s packet is approximately $1,750 over a three year period. 
 
Director Walters moved to authorize staff to purchase tablet computers 
for Directors choosing to receive direct email and other district 
information electronically for a one year trial period with a report back.  
Director Rich seconded the motion and it carried with 4 Aye votes and 1 
No vote (Director Costa). 
 
President Miller instructed Board members to contact the Board Secretary if 
they want to receive a tablet. 
 

IV. PRESENTATIONS 

1. 2016 SJWD President Award of Appreciation 
President Miller presented Director Tobin with an award of appreciation for 
serving as Board President in 2016. 
 

 

V. NEW BUSINESS 
1. General Manager Recruitment 

Mr. Durkin informed the Board that the background check and medical 
clearance for the General Manager candidate, Paul Helliker, were completed 
with favorable results.  
 
Mr. Helliker addressed the Board and thanked them for selecting him as the 
new General Manager for the District.  He commented that he plans to take 
some time off at his current position and will try to meet up with the board 
members and staff during that time. 
 
Director Rich moved to approve the Agreement to employ Paul Helliker as 
District General Manager.  Director Miller seconded the motion and it 
carried unanimously.  

 
 

VI. INFORMATION ITEMS 

1. INTERIM GENERAL MANAGER’S REPORT 

1.1 Q1/Q2 2017 Interim GM Work Plan and Transition Items 
Mr. Durkin provided the Board with a written staff report which will be 
attached to the meeting minutes.  He explained that he has developed a list 
of items that need to move through various committees and obtain Board 
action.  He explained that this list will help Board members know what each 
committee at a minimum is tasked with completing this year. Mr. Durkin’s 
goal is to complete as many of these tasks as possible during the next few 
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months so that the incoming General Manager, Paul Helliker, can focus on 
current activities instead of focusing on items which should have been 
completed already. 
 
For information only; no action requested 

1.2 Making Conservation a Way of Life:  Water Suppliers and Associations 
Position on Legislation to Implement Executive Order B-37-16 
Mr. Durkin referred the Board to the handout that was included in the Board 
packet.  He explained that the handout provides talking points for water 
suppliers regarding Executive Order B-37-16 and can be used as a starting 
point for discussions with regulators and legislators. 
 
For Information, no action requested 

1.3 Miscellaneous District Issues and Correspondence 
Mr. Durkin informed the Board that additional handouts were provided to the 
Board tonight, which will be attached to the meeting minutes.  He reported 
that the State Water Board will be conducting a public workshop on Urban 
Water Conservation which is scheduled for January 18, 2017.  The workshop 
will include discussions regarding the Governor’s Emergency Order which 
will be expiring February 28, 2017.  In addition, a copy of two comment 
letters were provided to the Board which are requesting that the State Water 
Board lift the emergency regulations  
 
Mr. Durkin informed the Board that a joint comment letter was sent to the 
California Natural Resources Agency regarding the Bay-Delta Plan.  A copy 
of the letter will be attached to the meeting minutes.  
 
For information, no action requested. 
 

 

2. DIRECTOR OF FINANCE’S REPORT 

3.1. Miscellaneous District Issues and Correspondence 
Ms. Silva informed the Board that with tonight’s action on the wholesale 
rates, the information can now be incorporated into the Retail Financial Plan.  
She explained that Director Rich reviewed the content for the Proposition 
218 notice and the information has been sent to Crocker & Crocker for the 
notice to be formatted.  She expects a draft of the Prop. 218 notice this 
week, and for the notice to be sent out by February 6th.  She commented that 
the earliest date for the public hearing on the Retail Financial Plan will be 
around March 23rd and the date will be set once the calendars have been 
reviewed.  In response to Director Costa’s comment regarding an error in the 
last Prop. 218 notice, Mr. Horowitz informed the Board that he will review the 
Prop. 218 notice before it is finalized. 
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Ms. Silva informed the Board that meetings with the Ad Hoc Retail Finance 
Plan & Rate Review Committee are being set.  The committee consists of 
Directors Tobin and Walters and five members from the retail service area. 
 
Ms. Silva reported that CalPERS Board of Directors lowered the discount 
rate (assumed rate of return on investments) for the CalPERS pension fund.  
She explained that the rate was lowered from 7.5% to 7%.  She explained 
that the lowered rate will increase the District’s contribution rate and will be 
phased in over a three-year period beginning fiscal year 2017-2018.  She will 
report back to the Finance Committee once more information on the impact 
to the District is received. 
 
Ms. Silva informed the Board that the Purchasing Agent, Michael Stemple, 
saved the District approximately $15,000 by having the utility bed refurbished 
for the replacement of vehicle #9.  Instead of purchasing a new F450 with 
the utility bed, only the cab and chassis were purchased.  Before and after 
photos were shared with the Board of Directors. 
 
 

3. LEGAL COUNSEL’S REPORT 

4.1 Legal Matters 
Mr. Horowitz informed the Board that the letter to Sacramento County 
regarding the proposed paving requirements is still being developed and he 
expects to receive comments from SMUD’s legal counsel next week.  The 
letter will be submitted to Sacramento County Board of Supervisors prior to 
their meeting in February. 
 
Mr. Horowitz informed the Board that a closed session on the phase 2 State 
Water Board flow proceedings should occur in February.  In addition, Board 
input will be needed on the Cal WaterFix issue under closed session. 
 
Mr. Horowitz informed the Board that a new federal water bill was introduced 
which is similar to the previous water bill that was filed a couple years ago.  
As soon as the bill is reviewed, more information will be provided to the 
Board. 
 
In response to President Miller’s question regarding the twin tunnels, Mr. 
Horowitz informed the Board that the discussion on the environmental 
documents should be a closed session item which would lead to discussion 
on the twin tunnels. 
 
 

VII. DIRECTORS’ REPORTS 

1.1 SGA 
No report. 



January 11, 2017 Board Minutes 
Page 9 

 

  

1.2 RWA 
Director Tobin reported that RWA meets January 12, 2017.  She reported 
that the recipient for Water States Person of the Year was Debra Sedwick 
and Lifetime Achievement Award was presented to Bill George. 

1.3 ACWA 

1.3.1 Local/Federal Government/Region 4 - Pam Tobin  
Director Tobin informed the Board that she will attend the February 
1st Region 4 event which will be held at SSWD. 
 

1.3.2 JPIA - Bob Walters  
Director Walters reported that the Property Committee meets in 
February. 
 

1.3.3 Energy Committee - Ted Costa  
No report. 

1.4 CVP Water Users Association 
No report. 

1.5 Other Reports, Correspondence and Comments 
President Miller requested the Directors to provide input in regards to 
committee assignments to him or Keith Durkin this week as he will be 
finalizing the 2017 committee assignments next week. 
 
 

VIII. COMMITTEE MEETINGS 
1. Finance Committee (1/10/17) 

The committee meeting minutes will be attached to the original board minutes. 
 
Mr. Durkin informed the Board that the District is responsible for maintaining 
water levels in Baldwin Reservoir, which is considered a regulated 
environmental habitat.  He explained that the District currently supplies partially 
treated water to maintain water levels at the reservoir; however, under the 
District’s new drinking water discharge permit, the District would need to 
monitor, sample and report each planned water discharge event.   
 
Staff is recommending that new raw water piping be installed that will supply 
raw water to Baldwin Reservoir.  Mr. Durkin explained that raw water 
discharges under the permit do not require monitoring, sampling, and reporting 
for each discharge event.  He explained that there would still need to be 
sampling performed on an annual basis in order to record that raw water was 
being discharged to Baldwin Reservoir.  Mr. Durkin provided an estimate of 
$90,000 for the Baldwin Reservoir Raw Water Piping Improvements Project. 
 
Director Walters moved to authorize using $90,000 of wholesale capital 
reserves to construct the Baldwin Reservoir Raw Water Piping 
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Improvements.  Director Costa seconded the motion and it carried 
unanimously. 
 
Director Costa commented that he arrived early for the Finance Committee 
meeting yesterday and heard some discussion in the Public Information 
Committee meeting regarding the WaterGram and information about the Cal 
WaterFix which might be misleading to the public.  President Miller informed the 
Board that this topic will be discussed at the next Board. 
 
 

IX. UPCOMING EVENTS  

1. 2017 ACWA DC Conference 
February 28 - March 2, 2017 
Washington, DC 

2. 2017 ACWA Legislative Symposium 
March 8, 2017 
Sacramento, CA 

3. 2017 Water Education Foundation – Executive Briefing 
March 23, 2017 
Sacramento, CA 

4. 2017 Cap To Cap – Metro Chamber 
April 29 – May 3, 2017 
Washington DC 

 
 

X. ADJOURN  

The meeting was adjourned at 8:50 p.m. 
 
 

________________________________ 
KENNETH MILLER, President 

       Board of Directors 
ATTEST:      San Juan Water District 
 
 
       
TERI GRANT, Board Secretary 



STAFF REPORT      

To:   Keith Durkin 
From:  Rob Watson – Engineering Services Manager 
Date:  January 10, 2017 
Subject: Authorization to Replace Engineering Plotter Scanner  
 
 
RECOMMENDED ACTION 
Staff recommends authorizing the purchase of a new HP Designjet Z5400 plotter/scanner unit 
as replacement for the existing HP Designjet 800 unit for a total purchase amount not to exceed 
$12,500 (including taxes, delivery and setup onsite, and training).  
 
BACKGROUND 
The existing HP Designjet 800 is used by Engineering and other departments for plotting 
(printing) and scanning design work products for bidding and construction.  This aged 
equipment was originally manufactured in March 2005, and the warranty expired in June 2006.  
The existing plotter/scanner was purchased used and had already seen 2 or 3 years of service 
when the District originally purchased it in approximately 2007.  It has not been supported by 
HP for over 5 years.  Replacement parts are scarce and are only available on the used market.  
This aged equipment is also considered a security risk for the District’s network because 
software updates are not available, and it is running on Windows 2000 software which is very 
outdated. 
 
Engineering staff evaluated the current and future uses for the plotter/scanner equipment to 
determine the appropriate specifications.  Staff then investigated replacement equipment from 
several manufacturers including Canon/OCE, Epson, and HP to evaluate the capabilities of the 
available equipment, the ability to meet the specifications, and the costs.  Following that 
evaluation process the determination was the HP Designjet Z5400 plotter/scanner unit was the 
appropriate cost-effective choice to replace the aged equipment. 
 
BUDGET 
  
This equipment replacement purchase was initially included in the FY14/15, 15/16, and 16/17 
budgets however, the purchase continued to be deferred as a cost savings measure to help 
offset the revenue shortfalls.  The item is presently identified for acquisition in FY 16/17 in the 
current draft Financial Plan, but is not shown in the adopted FY 16/17 Retail Budget.  At the 
time of budget creation, the plotter was slated to be replaced in FY 17/18 but due to its current 
condition, and the lack of replacement parts, staff recommends immediate replacement.    
 
There was a savings of $7,986 remaining from the recent Canon printer purchase which could 
be re-allocated to supplement the purchase of the new plotter/scanner.  The remaining $4,433 
would be re-allocated from other CIP cost savings that has been realized this FY.   
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STAFF REPORT      

To:   Board of Directors 

From:  Keith Durkin, Interim General Manager 

Date:  December 30, 2016 

Subject: Baldwin Reservoir Raw Water Piping Improvements 
 

RECOMMENDED ACTION 

Staff recommends a motion to authorize using $90,000 of wholesale capital reserves for 
construction of the Baldwin Reservoir Raw Water Piping Improvements. 

BACKGROUND 

Under the Baldwin Reservoir Wetland Enhancement Plan, San Juan Water District 
(District) is required to supply water to Baldwin Reservoir on a daily or as needed basis 
for environmental habitat management.  Under current operations, the District supplies 
partially treated water to Baldwin Reservoir. Per the District’s new Permit for Drinking 
Water System Discharges to Waters of the United States with the State Resources 
Control Board, this requires monitoring, sampling and reporting for each planned 
discharge event.  This project allows raw water to be delivered directly to the reservoir 
in lieu of partially treated water and will allow the District to monitor discharges on a 
yearly representative basis per the Discharge Permit.  This project is the lowest cost 
alternative for the District to supply raw, untreated water from Folsom Lake to Baldwin 
Reservoir. 

STATUS 

A cost estimate for the project is summarized as follows: 

Piping (including fittings, bolts, nuts, etc.)  $38,000 
Meters, Valves, and Electrical Materials $17,000 
Labor $25,000 
Contingency (~10%) $10,000 
Total $90,000 

 

The estimate was prepared with the assumption the District will pre-purchase all 
materials, with installation labor provided by staff and the District’s on-call contractor, 
GM Construction. 

FINANCIAL CONSIDERATIONS 

This is a newly identified project that was not budgeted for in FY 16/17.  Staff is 
requesting authorization to spend wholesale capital reserves to cover the construction 
of the Project.  

thart
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STAFF REPORT      

To:   Board of Directors 

From:  Donna Silva, Director of Finance 

Date:  January 11, 2017 

Subject: Wholesale Financial Plan and Water Rate Update Study 
 
 
RECOMMENDED ACTION 
Accept report as final, and approve the multi-year rate schedule as shown on page 5 and 
page 33 of the Wholesale Financial Plan and Water Rate Update Study (the Financial Plan).   
 
BACKGROUND 
In early 2016, the District retained The Reed Group, Inc. to update the District’s ten-year 
wholesale and retail financial plans and to develop recommendations for updating water rates 
for a five-year period from 2017 through 2021.  The purpose of the study was to ensure that 
the District’s wholesale and retail water systems continue to meet financial obligations for 
ongoing operations and maintenance, debt service and capital improvements while 
maintaining prudent reserves.   
 
The Wholesale Financial Plan and Water Rate Update study was first presented to the Board 
of Directors on June 29, 2016.  The recommended wholesale water rate increases were as 
follows: 
 

 2017:  16% 
 2018:    9% 
 2019:    9% 
 2020:    9% 
 2021:    6% 
 2022 – 2026:  5% 

 
The Financial Plan process has been very transparent well vetted.  During the seven months 
since the initial presentation there have been several presentations made and comments 
received and responded to, as described in the timeline listed below: 
   

 June 29, 2016 – initial presentation of Financial Plan to Board of Directors.  
Comments received and incorporated.   

 July 13, 2016 – Board of Directors authorized General Manager to provide the 
Wholesale Customers with the required 150-day Advance Written Notice of Proposed 
Changes in Water Rates and Charges.   

 August 2, 2016 – Sent out the 150-day Advance Written Notice of Proposed Changes 
in Water Rates and Charges to the wholesale customer agencies.   

 September 19, 2016 - Joint Board Meeting held at the Fair Oaks Water District 
(FOWD), the board members requested a joint meeting of the wholesale customer 
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agencies General Manager and a representative board member(s) from each agency 
to obtain more information on the Wholesale Financial Plan.   

 October 11, 2016 – Joint Meeting of the wholesale customer agencies General 
Managers and representative Board Member(s) – to review and discuss the 
Wholesale Financial Plan.  

 October 14, 2016 – Received written comments on Financial Plan from Citrus Heights 
Water District (shared with Board of Directors on October 26, 2016) 

 October 18, 2016 – Received written comments on Financial Plan from Sacramento 
Suburban Water District (last shared with Board of Directors on December 14, 2016) 

 October 19, 2016 – General Manager Shauna Lorance responded to comments from 
Citrus Heights Water District (shared with Board of Directors on October 26, 2016) 

 On October 19, 2016 General Manager Shauna Lorance provided the Board 
Members with a staff report summarizing the list of comments shared at the October 
11th meeting.   

 November 11, 2016 – Finance Director Donna Silva responded to comments received 
from Sacramento Suburban Water District  (shared with Board of Directors on 
December 14, 2016) 

 November 30, 2016 – Received report/comments on Wholesale Financial Plan from 
HDR commissioned by the Sacramento Suburban Water District.  (shared with Board 
of Directors on December 14, 2016) 

 December 12, 2016 – Finance Director Donna Silva responded to HDR 
report/comments (shared with Board of Directors on December 14, 2016) 

 December 30, 2016 – 150-day comment period ended.   
 
 
As a result of the various presentations and comments, the following additional analysis 
and/or changes to the Financial Plan has occurred: 

 
 Additional analysis related to the CalPERS unfunded pension liability, including a loan 

from wholesale to retail, to allow both wholesale and retail to fully fund the pension 
liability (incorporated into Plan).   

 Based on comments received from CHWD and the Fair Oaks Water District, Bob Reed 
determined and advised that not paying down the unfunded liability would result in an 
additional 3% rate increase in the first year of the plan.  However, staff is in agreement 
that paying down the entire liability is not desirable.  Pension reform laws now prohibit 
the reduction of annual contributions when the plan is over-funded, therefore the 
District should avoid being over-funded.  Staff recommends leaving a small unfunded 
liability to absorb possible future gains.    This change has been made in the final plan.   

 Shorter future debt repayment terms (subsequently reported to Board but not 
incorporated into Plan) 

 Presentation of a graph showing the proposed rate increases and changes in the rate 
structure  

 Correction to Citrus Heights Water District future water demands (needed to exclude 
their projected groundwater use) 

 As a result of HDR’s review it was agreed that the cost of the groundwater 
reimbursement should be excluded from costs for the purpose of calculating SSWD’s 
treat and wheel rate.  That change has been incorporated in the final report.   
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 FOWD already incorporated the initial 2017 rate increase into their budget, but they 
requested the District consider spreading the remaining 4 years out over a 9 year 
period. Upon analysis it was determined that this would not work.  At a minimum, there 
would not be enough funds to support new debt service for the replacement of the 
Hinkle Reservoir cover and lining.  At the October 26, 2016 Board Meeting, in 
accordance with Mr. Reed’s recommendation, the Board declined to direct staff to 
incorporate this change into the Wholesale Financial Plan and Water Rate Study.   

 At the request of the Board of Directors, Bob Reed analyzed the effect of utilizing a 
lower assumed interest rate for a future debt issuance (State Revolving Fund loan 
rate).  It was discussed at decided that given the level of uncertainty over future 
interest rates, staff should seek out the lowest rate possible when issuing debt, but the 
interest rate assumption in the plan should not be changed.  

 Staff has recommended that the District move forward with an advance refunding the 
existing 2009 COP’s.   The existing plan does not incorporate any cost savings from a 
potential refunding as the amount of savings is unknown and interest rates are 
currently rather volatile.  Any additional savings utilized from an advance refunding can 
be used to lower the debt needed to replace the Hinkle Reservoir cover and lining. 

 The financial plan includes funding for a new HR position and a new WTP Operator, 
as well as funding for an Administration Building to house staff.  The Board of 
Directors has not yet fully analyzed and approved the new positions or solved the 
problem of staff space.  Staff recommends keeping this funding in the plan.  If the 
Board of Directors does not approve the positions, the revenue would be available to 
reduce the debt needed to fund the replacement of the Hinkle Reservoir cover and 
lining.   

 
Other comments of note include: 

 
 CHWD pointed out the uncertainty of water demand over the plan period and 

suggested that the assumptions used in the plan be reviewed annually and any 
necessary adjustments be made accordingly.   

 
Staff concurs with this recommendation.  Staff is recommending Board approval of a 
multiple year rate structure because it will help in gaining a favorable rating from the 
credit rating agencies, thereby lowering the cost of necessary debt.  A multiple year 
rate schedule does not lock the District into those rates; it simply removes the 
requirement to go through the rate setting process each year.  Staff should still be 
monitoring actual results against the plan and bring forward any necessary rate 
changes if needed.   
 

 CHWD expressed concerns over the 50-50 allocation of costs for the proposed HR 
Specialist and over the costs for additions or improvements to administrative building 
space.   

 
Staff agrees that the specific allocation of these costs will need to be determined when 
and if incurred, but is comfortable with the 50-50 allocation for planning purposes.   
 

 CHWD reiterates the importance of replacing the Hinkle Reservoir lining and suggests 
it should be done as soon as possible.  
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 SSWD expressed agreement that the existing agreement between the two agencies is 
vague and in need or revision.  They also point out certain cost elements that they feel 
should be excluded from the calculation of their rate.   

 
San Jan Water District staff replied that the District is open to a renegotiating of the 
agreement to provide clarity to the language but that until such time, the District would 
be calculating their rate based upon our understanding of the existing language.  Staff 
was also able to clarify that most of the items they felt should be excluded from the 
rate calculation were in fact, excluded.   
 

 SSWD would like SJWD to do what is necessary to implement a strong financial plan 
with adequate reserves prior to initiation of debt financing. 

 
 The City of Folsom supports the rate structure change of working towards fixed costs 

being covered by the fixed portion of the wholesale water rates and variable costs 
being included in the volumetric portion of the rates.   
 

 FOWD suggested a consideration of implementing a take or pay contract. 
 

 CHWD would like SJWD to consider setting enough aside for full funding of 
infrastructure replacement and repair during development of the next Wholesale 
Financial Plan.  This should include reserves to pay cash for large construction 
projects, such as the next replacement of the Hinkle Reservoir cover.   

 
As a result of the changes discussed in this staff report the recommended wholesale water 
rate increases are as follows: 
 

 2017:  16% 
 2018:    9% 
 2019:    9% 
 2020:    9% 
 2021:    5% 

 
Staff recommends adoption of the rates, as shown on page 5 of the Wholesale Financial Plan 
and Water Rate Update Study, effective January 1, 2016.  This first billing with the new rates 
would be on or near January 20, 2017.  The billing would apply the new rates for the service 
charge, debt and capital and the existing rate for usage which is billed quarterly in arrears.   
 
The Wholesale Financial Plan and Water Rate Study, as well as comments received, are 
attached for review.  
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SECTION I .   SUM M ARY 

INTRODUCTION AND BACKGROUND 

In early 2016, the San Juan Water District retained The Reed Group, Inc. to update the 
District’s ten-year wholesale and retail financial plans and develop recommendations for 
annually updating water rates for a five-year period from 2017 through 2021.  The purpose 
of the study was to ensure that the District’s wholesale and retail water systems continue 
to meet financial obligations for ongoing operation and maintenance, debt service, and 
capital improvements while maintaining prudent reserves.  This report contains analyses 
and recommendations related to the District’s wholesale operations.  A separate report 
contains analyses and recommendations related to the District’s retail operations. 

One focus of this wholesale financial plan is to help ensure adequate funding of the 
District’s wholesale capital improvement program.  The wholesale capital improvement 
program includes about $64.6 million (in future dollars) in capital improvements over the 
ten-year planning period extending through FY 25-26.  The financial plan presented herein 
indicates that undertaking this capital program, as planned and scheduled, will require the 
issuance of an estimated $29.0 million in new wholesale long-term debt in 2019 in order to 
fund two of the largest capital improvement projects.  Based on financial plan analyses, all 
other planned capital improvement projects can be funded on a pay-as-you-go basis. 

A second focus of this wholesale financial plan is to address the outstanding unfunded 
wholesale accrued liability (UAL) associated with the District’s retirement programs.  
Based on the most recent actuarial analysis, the wholesale water system has an outstanding 
UAL of about $2.3 million as of June 30, 2016.  The District is paying interest on this 
accrued liability of 7.5 percent while its financial reserves are earning about 0.5 percent.  
The financial plan includes paying off 75 percent of this outstanding liability using 
available financial reserves, as this is a more economically efficient use of the District’s 
financial resources. 

In other respects, the wholesale financial plan provides a strategy and 
recommendations for annually adjusting water rates in order to meet financial and service 
obligations while maintaining prudent reserves.  While the financial plan covers a ten-year 
planning period, water rate recommendations cover five years.  It is recommended that the 
District update the financial plan analysis at least once every three to five years, as 
warranted.  

Wholesale water rate calculations were updated based on the revenue needs developed 
through the financial planning process.  The cost allocation methodology used in the rate 
calculations is generally the same as in past studies.  One change, however, is a shift in the 
overall rate structure to place greater emphasis on fixed service charges with a 
corresponding reduction in the reliance on water usage charge revenue.  The wholesale 
water rates will continue to include a uniform water usage charge applicable to all 
wholesale customers and fixed service charges that reflect differences in service 
requirements for each wholesale customer.  Charges related to debt service obligations also 
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continue to be segregated as separate charges to each wholesale customer based on 
previously determined allocations for existing debt. 

Continuing with current practices, fixed service charges, debt service charges, as well 
as existing capital facilities charges, will be billed to each wholesale customer on a 
quarterly basis in advance, and water usage charges will be billed in arrears following the 
end of each quarter based on the actual water used during the quarter. 

During the course of this study, preliminary results and recommendations were 
presented to the District’s Board of Directors in a workshop on June 29 and in a board 
meeting on November 9.  In addition, wholesale customers were provided a 150 period on 
which to comment on the July 29 draft of this report.  This report reflects consideration of 
comments received from wholesale customers, new information that became available 
since prior drafts, as well as direction provided by the District’s Board of Directors and 
staff. 

This report summarizes the analyses and recommendations of the wholesale financial 
plan and water rate study.  It includes a financial strategy that relies upon ongoing 
revenues as well as available reserves to meet all financial obligations, including the 
planned capital improvement program. 

FINANCIAL PLAN AND REVENUE NEEDS 

The financial plan model covers the ten-year planning period from FY 16-17 through 
FY 25-26.  The plan reflects estimated operation and maintenance costs, debt service 
obligations, and capital improvement needs of the wholesale water system.  The financial 
plan is a cash-flow model, and differs from standard accounting income statements and 
balance sheets.  The financial plan also separately reflects ongoing operation and 
maintenance, debt service payment obligations, and the capital improvement program, 
with separate revenue sources reflected for each.  Financial reserves are also reflected in 
the financial planning model. 

During the past couple of years, the District’s operations have been impacted by the 
sustained drought that has affected all of California.  Reduced water sales to wholesale 
customers (as well as to the District’s retail customers) resulted in reduced revenues 
without a corresponding reduction in costs.  As a result, the District cut costs, where 
possible, deferred capital improvement projects, and relied more heavily on available 
financial reserves.  In addition, property tax revenue normally dedicated to capital 
improvement projects have been needed to help cover operating, maintenance, and debt 
service costs.  At the present time, the wholesale water system is under more financial 
stress than it has been in a number of years. 

Details of the financial plan assumptions, findings, and recommendations are 
presented in Section II of this report.  However, the analysis indicates that the District 
needs to increase wholesale water rates each year for the next five years.  The District’s 
Board of Directors approved a FY 16-17 wholesale budget without a rate increase, however 
that budget requires a dramatic use of reserves and leaves the District in greater financial 
stress.  Primary findings and recommendations stemming from the wholesale financial 
plan analysis include: 
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• Annual water sales have declined in recent years likely due to the slowdown in the 
economy, the recent drought, and water conservation efforts by each wholesale 
customer.  The financial plan assumes there will be a modest rebound in water 
demand beginning in FY 16-17 that then continues and extends over several years. 

• Based on the most recent actuarial estimates, the wholesale water system has an 
outstanding unfunded accrued liability under its Public Employee Retirement 
System (PERS) retirement programs of about $2.3 million.  It is recommended that 
the District utilize available financial reserves to pay off 75 percent of this liability 
in FY 16-17, thereby significantly reducing the 7.5 percent annual interest cost on 
the UAL. 

• The District should anticipate issuing about $29.0 million in new long-term debt for 
the wholesale water system in 2019 in order to finance the replacement of the 
Hinkle reservoir liner and cover, as well as make planned water treatment filter 
improvements1.  It is anticipated that all other capital improvement projects can be 
funded on a pay-as-you-go basis thereby avoiding additional interest expenses. 

• The District’s financial reserve policies have served and continue to serve the 
District well.  However, changes in certain reserves and reserve policies are 
recommended in order to provide greater economic efficiency and cost savings.  A 
summary of reserve policy recommendations include: 

o Maintain the 20 percent operating reserve for working capital and 
emergency purposes 

o Fully utilize the $1 million rate stabilization reserve to help cover 
current costs (thereby reducing the proposed rate increase), and 
replenish the reserve by FY 25-26 

o Eliminate the compensated absence reserve as it is unnecessary 

o Use funds from the PERS stabilization reserve and a portion of the 
Hinkle reservoir reserve to payoff 75 percent of the $2.3 million PERS 
UAL balance 

o Maintain required and restricted debt service reserves 

o Continue to utilize the general CIP reserve to help fund planned capital 
improvement projects. 

• It is recommended that the overall level of wholesale water rates be increased on an 
annual basis, as follows: 

o January 2017    16% 
o January 2018      9% 
o January 2019      9% 
o January 2020      9% 
o January 2021      5% 

                                                        
1  An estimated additional $12.75 million may be needed to fund planned retail capital improvement 
projects. 
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• Previously adopted capital facilities charges should be maintained with 
reconciliation of revenues and capital project costs occurring at the completion of 
each project covered by the charges.  The capital facilities charge for Fair Oaks 
Water District (FOWD) related to the Fair Oaks 40 transmission pipeline relining 
project should be replaced with the cost sharing and payment terms reflected in the 
recent agreement between the District and FOWD. 

As with past practice, the District should monitor financial conditions and needs on an 
ongoing (annual) basis and update the financial plan model and future estimates at least 
every three to five years, or when conditions or plans change sufficiently to warrant an 
update.  Actual future conditions, such as water supply conditions, water deliveries, water 
sales revenue, operating and maintenance expenses, CIP project costs/timing, project 
financing, etc., may differ from the financial plan assumptions reflected herein.  Material 
differences affecting the overall financial condition of the wholesale water system may 
warrant closer review and/or an earlier update.  The need and magnitude of annual 
wholesale water rate increases may also be affected by differences between assumed and 
actual conditions, including the potential refunding of existing debt and the issuance of 
new debt. 

PROPOSED WHOLESALE WATER RATES 

Exhibit I-1 presents proposed wholesale water rates to be implemented in January of 
each year from 2017 through 2021.  Fixed service charges, debt service charges, and capital 
facilities charges are billed quarterly in advance.  Water usage charges are billed in arrears 
at the end of each quarter, based on actual water deliveries.  It is recommended that the 
Board adopt the for the entire five-year rate schedule at this time. 

The proposed wholesale water rates include a decrease in the amount of the water 
usage rate and increases in quarterly fixed service charges effective in January 2017.  
Thereafter, the water usage rate is maintained and required revenue increases are realized 
through increases in the quarterly service charges.  Debt service charges are maintained 
consistent with previously approved allocation of debt service costs to wholesale 
customers, then expected to increase with the issuance of new debt.  The water rate 
structure changes will result in a gradual shift of the water rate revenue mix such that 
more of the revenue is obtained through the fixed charges.  At present, about 45 percent of 
wholesale water rate revenue is derived from water usage charge.  By FY 20-21, portion of 
revenue from water usage charges will decline to about 32 percent of the total. 

Water usage charges, service charges, and debt service charges presented in Exhibit I-1 
together are intended to reflect and recover the costs associated with ongoing operation 
and maintenance, contributions to the ongoing pay-as-you-go capital program, debt 
service, and maintenance of financial reserves.  Capital facilities charges are related to 
certain capital improvements that benefit some, but not all, wholesale customers and 
provide an equitable means of cost sharing.  The District should update the financial plan 
and rate analyses every three to five years, or if there is material change to any of the 
information and/or assumptions reflected in this report. 
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SECTION II .   W HOLESALE FINANCIAL PLAN  

This section of the report describes the financial plan for the District’s wholesale water 
system.  The ten-year financial plan is used to determine annual wholesale water rate 
revenue requirements.  The annual rate revenue requirement is the amount of revenue 
needed from water rates to cover planned operating, maintenance, debt service, and capital 
program costs with consideration of other revenues and financial reserves. 

FUND STRUCTURE AND CASH FLOWS 

The financial plan is an annual cash flow model.  As a cash flow model, it differs from 
standard accounting income statements, and balance sheets.  The financial plan models 
sources and uses of funds into, out of, and between the various funds and reserves of the 
wholesale water system. 

The financial plan model is based on a fund, reserve, and account structure that 
separately addresses operating, debt service, and capital program needs, with three funds 
for these three purposes.  This presentation helps provide transparency as to the sources 
and uses of funds for each type of obligation.  The District recently replaced and upgraded 
its financial accounting system.  This financial plan was developed based on the new 
account structure reflected in the District’s financial accounting software. 

An understanding of the fund/reserve structure is helpful in understanding the 
financial plan worksheets that model annual cash flows through the wholesale water 
system from one year to the next.  The fund/reserve structure is comprised of: 

• Wholesale Operating Fund – The wholesale operating fund is the primary fund 
within the wholesale water system.  Most wholesale revenues, including water 
rate revenues, flow into the operating fund and all operating and maintenance 
costs are paid out of this fund.  Funds are also transferred from the operating 
fund to the wholesale capital fund to help pay for capital projects intended to 
rehabilitate and upgrade facilities, and to a separate debt service fund used to 
make debt service payments and maintained required debt service reserves.  
Five separate reserves are currently reflected within the operating fund. 

o Operating Reserve – The District maintains an operating reserve within 
the operating fund equal to 20 percent of annual wholesale operating 
and maintenance costs.  The purpose of the operating reserve is to 
provide working capital and funds for unplanned operating and 
maintenance expenditures.  At the end of FY 15-16, the target balance of 
the wholesale operating reserve was about $1,520,000 based on 
budgeted operating and maintenance costs for FY 16-17. 

o Rate Stabilization Reserve – The District also seeks to maintain a $1 million 
rate stabilization reserve.  The rate stabilization reserve provides a 
buffer against variable revenues that may result from abnormal (e.g., 
water shortage) fluctuations in water demand.  The reserve could also be 
used as a tool to mitigate unexpected (and unacceptably high) water rate 
increases due to changing circumstances.  Even though drought 
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conditions and reduced water sales revenue have placed financial stress 
on the wholesale water system, the District has chosen to maintain the 
rate stabilization reserve at its $1 million target amount through the end 
FY 15-16.  This was achieved, however, by transferring a portion of 
capital fund reserves to the operating fund in FY 15-16. 

o Compensated Absence Reserve – The District has maintained a separate 
reserve to fund its liability for compensated absences.  At the end of FY 
15-16 this reserve had an estimated balance of about $194,000.  The need 
to maintain the reserve has been under review by District staff and 
Board.  A policy recommendation to eliminate this reserve is supported 
by staff and incorporated in the financial plan analyses. 

o PERS Stabilization Reserve – A separate Public Employee Retirement 
System (PERS) stabilization reserve is shown as a part of the operating 
fund, and reflects the balance of funds set aside to meet PERS UAL 
obligations.  At the end of FY 15-16, the PERS stabilization reserve had 
an estimated balance of about $416,000.  At present, the wholesale water 
system is responsible for about $2.3 million of the UAL obligation.  
Because this obligation is carried with a 7.5 percent interest rate, and the 
District only earns about 0.5 percent on its total investment pool, it 
would be advantageous to use this reserve to reduce the UAL 
obligation.  This matter is discussed in greater detail later in this section. 

o Delta/Water Rights Reserve – The District created and began funding this 
reserve to provide funds for the defense of the District’s water rights.  
This reserve ended FY 15-16 with about $103,000. 

o Uncommitted Fund Balance – The balance in the operating fund in excess 
of the target amount for the operating reserve and other operating fund 
reserves, is shown in the financial plan as uncommitted fund balance.  
After all other obligations are met the uncommitted fund balance is 
available to offset rate increases, and the financial plan model generally 
seeks to reduce any uncommitted fund balance over time.  Negative 
amounts for the uncommitted fund balance indicate the degree to which 
the desired operating reserve is not met.  To prevent a negative 
uncommitted balance at the end of FY 15-16 the financial plan model 
includes a $555,000 transfer from the capital fund to the operating fund. 

• Wholesale Capital Fund – The wholesale capital fund is used to account for 
capital project expenditures and related funding sources.  The District applies 
50 percent of property tax revenues (the 1 percent increment taxes) to the capital 
program, and connection fee revenue also directly accrue to the capital fund.  In 
addition, a portion of revenues from the wholesale water rates is transferred 
annually to the capital fund, in support of the long-term capital program.  
Capital projects funded from this fund are intended to rehabilitate, upgrade, 
and expand the wholesale water system to meet current and future needs of the 
District for its wholesale customers.  The financial plan model generally seeks to 
maintain a positive balance in the capital fund while also covering the costs of 
planned capital improvement projects.  The capital fund is comprised of four 
separate reserves. 
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o General CIP Reserve – This reserve reflects the capital fund balance that is 
generally available for capital improvement purposes.  At the end of FY 
15-16, this reserve had a balance of about $6.44 million.  All money in 
the capital fund that has not been designated to the reserves listed below 
is included in the general CIP reserve. 

o Vehicle/Equipment Reserve – This reserve provides funds for the 
replacement of vehicles and major equipment.  At the end of FY 15-16 
the reserve had an estimated balance of about $77,000.  District staff and 
the Board of Directors are currently reviewing the need to maintain this 
as a separate reserve, and it may be rolled into the general CIP reserve. 

o Hinkle Reservoir Reserve – The District has maintained a sinking fund for 
the eventual replacement and upgrade of Hinkle reservoir.  The sinking 
fund had an estimated balance of about $2.67 million at the end of FY 
15-16.  The District currently adds $50,000 annually to this reserve.  The 
cover and liner for Hinkle reservoir is planned to be replaced in FY 20-
21, along with other improvements to the reservoir, for an estimated cost 
of about $23.8 million (in future dollars).  The Hinkle reservoir reserve 
will only cover a small fraction of the total cost of this major project. 

o Project Fund – The financial plan includes the issuance of new long-term 
debt in 2019 to finance two major capital projects (Hinkle reservoir and 
treatment plant filter improvements).  The financial plan model includes 
a project fund as part of the capital fund as a means of accounting for the 
use of debt proceeds. 

• Debt Service Fund – The financial plan model also includes a debt service fund 
as the mechanism for tracking debt service obligations as well as payments 
made by wholesale customers in support of debt service payments.  
Outstanding debt was issued in 2009 and in 2012.  Restricted debt service 
reserves are required under the terms of the 2009 COPs, and it is anticipated 
that similar reserve may be required as part of the anticipated 2019 debt issue. 

o 2009 COP Debt Service Reserves – The 2009 certificates of participation 
(COPs) requires the District to maintain certain debt service reserves.  
These reserves are shown as part of the overall debt service fund 
balance.  Wholesale 2009 COP debt service reserves total about $1.86 
million as of the end of FY 15-16.  Money in this reserve is restricted and 
can only be used for specific purposes related to the 2009 COPs. 

o 2019 Debt Service Reserves – Estimated costs for the 2019 debt issue 
include providing money from the issuance to fund a debt service 
reserve.  Such a reserve has been included in the financial plan model. 

FINANCIAL PLAN ASSUMPTIONS 

The financial plan was created to reflect the FY 15-16 estimated actual revenues, 
expenses, and year-end financial position, as well as the FY 16-17 budget, ten-year capital 
improvement program, and existing debt service schedules.  The financial plan also reflects 
estimates of future operating and maintenance costs, revenues, potential future debt 
service obligations, and information provided by the District. 
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The process used to develop the financial plan involved estimating future revenues and 
expenditures based on inflation and interest rates, water supply and demand projections, 
anticipated capital improvement needs, and other information.  The District does not have 
formal estimates of future operating and maintenance costs, and capital improvement 
needs are defined at a planning level.  The financial plan is based on the best available 
information and assumptions are believed to be reasonable; however, no assurance can be 
provided as to the accuracy and completeness of the estimates. 

Primary assumptions reflected in financial plan analyses are summarized below: 

• Interest Rates – The District invests most of its available funds in the Local 
Agency Investment Fund (LAIF), which has been earning less than 0.5 percent 
for the past several years.  A small portion of the District’s available assets is 
invested in other securities that have recently yielded about 1.5 percent.  In 
aggregate, in FY 14-15 the District’s invested funds returned about 0.5 percent.  
The financial plan model incorporates an assumed 0.5 percent rate of return on 
all funds.  This interest rate is assumed to gradually increase to 1.0 percent by 
the end of the ten-year planning period.  Interest calculations are based on 
beginning-of-year balances and interest accrues to each of the funds.  The 
District also pays interest on outstanding long-term debt obligations.  The 
interest payments on outstanding debt are those contained in existing contracts 
and repayment schedules. 

• Inflation Rates – Annual inflation rates for general operating and maintenance 
costs is 3.0 percent per year throughout the planning period.  Inflation for 
chemical and energy costs is assumed 5.0 percent per year.  Inflation on retiree 
medical costs and other post-employment benefit (OPEB) obligations is 
assumed at 6.0 percent per year.  Finally, construction costs are assumed to 
increase 3.0 percent annually. 

• Retail Customer Base and Water Deliveries – Modest growth in the customer base 
of each wholesale customer is incorporated for financial planning purposes 
based on data received by the District from each wholesale customer.  Annual 
growth of the total retail customer base ranges between 0.6 and 0.8 percent 
during the planning period.  Water deliveries are estimated to rebound toward 
historic levels over the next several years, based on the assumed return to 
normal water supplies in 2016 and demand rebound over several years 
reaching normal demand by 2020.  Water demand in 2020 is based on estimates 
included in the 2015 Urban Water Management Plan.  Exhibit II-1 summarizes 
historic and estimated future annual water deliveries during the planning 
period.  While the District wheels water to the Sacramento Suburban Water 
District (SSWD) in most years, the financial plan conservatively assumes no 
deliveries to SSWD during the planning period. 
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• Cost of Water Supplies – The cost of water supplies depends on the mix of water 
from each of the District’s water supply sources, however the mix of supplies is 
expected to remain relatively static.  The District first utilizes water under its 
existing water rights then uses a combination of water under PCWA and USBR 
contracts.  Temporary supplies are sometimes available, but not included in the 
analyses contained herein.  Unit water supply costs are assumed to increase at 
the general inflation rate. 

The District currently owes Citrus Heights Water District (CHWD) and Fair 
Oaks Water District (FOWD) a combined $1,981,500 for treated water purchase 
costs related to groundwater used during the recent drought.  The financial 
plan model assumes that this obligation will be repaid or credited as follows, 
based on information provided by the District: 

o FY 16-17   $866,900 
o FY 17-18   $371,520 
o FY 18-19   $371,520 
o FY 19-20   $371,520 

• Operation and Maintenance Costs – The financial plan model is based on current 
operating and maintenance costs as reflected in the FY 16-17 operating budget.  
Future operating and maintenance costs are estimated based on assumed 
inflation rates.  Supply and other variable costs are also assumed to increase in 
proportion to changes in the total amount of water deliveries. 

• Staff Additions – The wholesale financial plan incorporates estimated salaries 
and benefits for the following new staff positions, based on needs identified by 
District staff. 

o Water Treatment Plant Operator – This position is added mid-year in FY 
16-17 at a total annual wholesale cost of $130,000.  It has been included 
in the District’s FY 16-17 budget. 

o Human Resources Specialist – This position is added mid-year in FY 16-
17 at a total annual cost of $125,000.  The position has been split equally 
between the wholesale and retail water systems, and has been included 
in the District’s FY 16-17 budget. 

o Administrative Assistant - This position is added in FY 17-18 at a total 
annual cost of $80,000.  The position has been split equally between the 
wholesale and retail water systems. 

• Large Non-Capital Projects – Large non-capital projects, such as studies, 
assessments, and large maintenance items had previously been included in the 
District’s capital improvement program.  Beginning in FY 16-17 these items are 
being included in the operating budget, and treated as operating and 
maintenance expenses (rather than capitalized and expensed over time).  The 
wholesale financial plan includes FY 16-17 budgeted items totaling about 
$24,000, and this cost is escalated at the pace of inflation in future years.  One 
additional item has also been explicitly added to the wholesale financial plan. 

o Wholesale master plan at an estimated cost of $299,000 in FY 20-21 

These estimates reasonably reflect future non-capital project needs. 
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• Debt Obligations – The District’s wholesale debt obligations are currently limited 
to repayment of 2009 COPs and 2012 refunding revenue bonds.  The wholesale 
portion of annual debt service on the 2009 COPs total about $1.35 million.  The 
wholesale portion of annual debt service on the 2012 refunding revenue bonds 
total about $630,000. 

The financial plan model includes estimates related to the issuance of additional 
long-term debt in 2019 in order to fund major capital improvement projects.  
The 2019 new debt issue is estimated with a total par amount of $41.75 million 
($29.0 million for wholesale projects and $12.75 million for retail projects).  
Estimated terms include a 4.0 percent interest rate, 30-year repayment term, 
issuance costs of 2.0 percent of the par amount, funding of a debt service 
reserve, and approximately equal annual principal and interest payments 
throughout the repayment period.  Actual terms would be determined at the 
time of debt issuance and will reflect market conditions at that time.  The actual 
allocation of debt service obligations to each wholesale customer will also be 
determined at the time of issuance.  At this time, estimated debt repayment 
obligations of each wholesale customer are based on average annual water 
deliveries to each wholesale customer over the period from 2012 through 2016. 

Exhibit II-2 provides details on current actual and estimated future debt service 
obligations, including the distribution of debt service costs to each wholesale 
customer.  The District is currently meeting debt service coverage obligations, 
and financial plan analyses consider this requirement in developing estimates 
for future annual water rate adjustments. 

The District is considering refunding the 2009 COPs in order to take advantage 
of current low interest rates.  However, because of pre-payment penalties, 
financial advisors have indicated that it may be more feasible to refund the 
COPs in a few years when pre-payment penalties no longer apply.  Financial 
plan analyses do not reflect any potential cost savings associated with 
refunding of the 2009 COPs.  With changing interest rates, this issue should be 
monitored closely. 

• Capital Improvement Program – The District’s wholesale 10-year capital 
improvement program includes about 50 projects totaling about $64.6 million in 
future dollars, averaging about $6.5 million annually.  Exhibit II-3 lists the 
planned projects, as well as estimated cost and timing.  Costs in Exhibit II-3 
have been escalated to the year of expenditure based on a 3.0 percent annual 
construction inflation factor. 

The capital improvement program has a concentration of project expenditures 
in FY 16-17, as well as in the FY 19-20 and FY 20-21 period.  The concentration 
in FY 16-17 is primarily associated with pre-treatment improvements, with 
construction contracts already in place.  These improvements will be funded 
from available general CIP reserves.  The concentration in FY 19-20 and FY 20-
21 primarily includes treatment plant filter improvements and upgrades to 
Hinkle reservoir, which together total about $28.4 million.  Because of the size 
of these two projects, it would be virtually impossible to undertake these 
projects without issuing new long-term debt. 
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Financial plan analyses suggest that with the exception of the two large projects 
referenced above, the entire capital improvement program can be financed on a 
pay-as-you-go basis using capital program revenue, transfers from the 
operating fund, and available reserves. 

Annual transfers from the operating fund to the capital fund range from zero 
dollars initially (due to inadequacy of water rate revenues) to $3.5 million 
annually toward the end of the planning period.  By establishing rates sufficient 
to support a portion of the capital program the District may be able to reduce or 
avoid the need for additional long-term debt beyond 2019.  This has been an 
objective of the financial plan, and the proposed rates help to achieve this cost-
saving objective. 

• New Administration Building – An estimated cost of nearly $4.5 million (in future 
dollars) for a new administration building is included in financial plan analyses, 
and equally split between the wholesale and retail capital improvement 
programs with construction in FY 20-21.  Financial plan analyses indicate that 
this project can be funded at that time on a pay-as-you-go basis from available 
capital program revenues and reserves.  Prior to completion of a new 
administration building the financial plan assumes the District will add 
temporary trailers to provide additional space from FY 17-18 through FY 20-21. 

• PERS UAL Obligations – Based on the most recent actuarial analysis (completed 
in 2015) the District has a total estimated unfunded accrued liability (UAL) 
associated with its retirement programs of about $5.477 million.  The wholesale 
water system is responsible for about $2.3 million of this amount; $3.177 million 
is the responsibility of the retail water system.  Interest accrues on the UAL at a 
rate of 7.5 percent annually, which is significantly greater than the 0.5 percent 
the District earns of its investments.  The current practice of holding reserves 
while this liability grows is economically inefficient and costly to the District.  
District staff suggests it is advantageous for the wholesale water system to pay 
off $1,725,000 (75 percent) of its UAL obligation from existing reserves.  This 
will result in net annual cost savings to the District.  The financial plan assumes 
that the wholesale portion of the current UAL will be reduced with funds from 
the following reserves: 

o PERS stabilization reserve      $416,000 
o Hinkle reservoir reserve    $1,309,000 

While the District has been gradually accumulating the Hinkle reservoir reserve 
to help fund major improvements to that facility in a few years, it will only 
provide a modest amount toward the total project cost, and the District will be 
required to fund most of the project in new long-term debt.  It is economically 
more efficient to use the available reserve funds to reduce the UAL than to hold 
it for the Hinkle reservoir project.  The District’s Board of Directors generally 
supported the use of reserve funds due reduce the UAL during the workshop 
held on June 29. 
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FINANCIAL PLAN RESULTS 

Details of the wholesale financial plan analyses are presented in Exhibits II-4, II-5, and 
II-6 reflecting the operating fund, capital fund, and debt service fund, respectively.  The 
financial plan is also presented graphically in Exhibit II-7.  The colored bands in Exhibit II-
7 show wholesale operating and maintenance costs, debt service payments, and pay-as-
you-go capital program expenditures.  Debt-financed capital expenditures are not 
reflected, although the associated debt service is.  The dashed line in the exhibit shows 
minimum target reserves, and the solid black line shows estimated total year-end reserves.  
The financial plan analysis seeks to keep the solid line above the dashed line throughout 
the planning period. 

Results of the financial plan analyses are summarized below. 

• The recent multi-year drought has created financial stress for the wholesale 
water system resulting in a significant decline in total financial reserves over the 
past two years. 

• Current wholesale water rate revenues are insufficient to fully cover ongoing 
operating and maintenance costs and debt service payment obligations.  As a 
result, a portion of capital fund revenues and reserves are being used for 
operating purposes.  The current net operating loss and existing capital 
program revenues do not adequately support the capital improvement 
program.  Because of the costs and timing of planned projects, the District will 
need to issue new long-term debt.  It is not practical to avoid new debt unless 
the Hinkle reservoir project is postponed for a significant period of time. 

• The District should fully utilize the $1 million rate stabilization reserve in FY 16-
17, and then gradually replenish it during the planning period.  Doing so would 
help enable the District to more gradually implement the required and 
recommended water rate increases, and avoid a larger spike in water rates in 
2017.  Using the reserve in this manner is consistent with its intended purpose 
(i.e., smoothing out required rate increases over time). 

• The pace and extent of rebound in water demands from wholesale customers is 
uncertain and will have an impact on annual water rate revenues.  The rebound 
trajectory (see Exhibit II-1) has been reviewed with staff and is believed to be 
reasonable.  Nevertheless it is an area of potential financial risk, which should 
be monitored.  This risk is at least partially offset by the assumption of no water 
sales to SSWD during the planning period. 

• The District is meeting debt service coverage obligations, and is expected to 
continue to meet this requirement throughout the planning period even with 
new debt issued in 2019. 
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• In 2016, the District’s financial advisors suggested that refunding of the 2009 
COPs is possible at this time (with certain pre-payment penalty associated 
costs), but that it may be more advantageous to refund the COPs in 2018 when 
the pre-payment penalties no longer apply.  Because future market conditions 
cannot be known, financial plan analyses do not reflect any cost savings 
associated with refunded COPs.  The District should closely monitor interest 
rate trends and consider the refunding of the 2009 COPs at an opportune time. 

• The compensated absence reserve does not need to be maintained as a separate 
reserve, as it is unlikely that it would ever need to be paid out in lump sum.  It 
would be advantageous to the District to eliminate this reserve.  Money 
currently designated to this reserve has been used to help reduce the magnitude 
of the proposed water rate increase for January 2017.  District staff supports this 
change, and it has been incorporated in the financial plan analyses. 

• Maintaining the PERS stabilization and Hinkle reservoir reserves while the $2.3 
million PERS UAL remains outstanding is economically inefficient and results 
in unnecessary interest costs to the District.  The District should pay off a 
significant portion of this obligation. 

• Wholesale water rate increases are required over the next several years in order 
to meet current and future financial and service obligations, as well as to 
position the District for issuing new long-term debt in 2019.  Estimated annual 
increases in the overall level of wholesale water rates for each January 
(beginning in 2017) of the ten-year planning period are 16 percent, 9 percent, 9 
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percent, 9 percent, 5 percent, 8 percent, 8 percent, 8 percent, 6 percent, and 6 
percent, respectively. 

• With the exception of the rate stabilization reserve, these annual water rate 
increases will enable the District to maintain overall reserve levels above 
minimum target levels throughout the planning period.  The target $1 million 
rate stabilization reserve would be by the end of the planning period. 

The next section of this report includes recommendations for modifying wholesale 
water rates including increasing the emphasis on fixed charge revenue and reducing the 
portion of revenue for water usage charges.  This change would help reduce the financial 
risk associated with variable and uncertain water deliveries. 

At this point in time, it is recommended that the District adopt the complete five-year 
wholesale water rate schedule with new rates implemented each January.  It is also 
recommended that the District re-evaluate its financial condition and update the financial 
plan prior to issuing new long-term debt.  

As with past practice, the District should monitor financial conditions and needs on an 
ongoing (annual) basis and update the financial plan model if conditions or plans change 
sufficiently to warrant an update.  Actual future conditions, such as water deliveries, water 
sales revenue, operating and maintenance expenses, CIP project costs/timing, project 
financing, etc., may differ from the financial plan assumptions reflected herein.  Material 
differences affecting the overall financial condition of the wholesale water system may 
warrant closer review and/or an earlier update.  The need for and magnitude of annual 
wholesale water rate increases may also be affected by differences between assumed and 
actual conditions. 

Debt service charges paid by each wholesale customer are unaffected by these rate 
recommendations.  Debt service charges will be adjusted commensurate with annual debt 
repayment obligations, including the anticipated issuance of new debt in 2019. 

The next section of this report provides details on wholesale water rate calculations for 
2017, as well as specific water rate schedules for each year from 2017 through 2021. 
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 SECTION III .   W HOLESALE W ATER RATES   

Proposed wholesale water rates were calculated using the same general rate 
methodology originally developed by the District in 1998 and updated several times since 
then.  The wholesale water rates include a uniform water usage rate applicable to each 
acre-foot (AF) of water deliveries, a fixed quarterly service charge, a fixed quarterly debt 
service charge, and quarterly capital facilities charges (for some wholesale customers and 
related to specific limited-benefit capital improvement projects).  The capital facilities 
charges provide an equitable and timely reimbursement for capital project costs that have 
unique cost allocations among wholesale customers, based on benefits received.  The 
process for calculating water rates includes three basic steps. 

1. Annual water rate revenue requirement determination.  The revenue requirement is 
the amount of revenue to be generated from water rates to cover operating, debt 
service, and capital program needs with consideration of other revenues and 
reserve policies.  The financial planning model presented in Section II of this report 
serves to determine the annual water rate revenue requirement. 

2. Cost of service analysis and allocation of costs to each wholesale customer.  The 
annual revenue requirement is allocated to each wholesale customer through cost 
of service analysis and a cost allocation process.   Costs are allocated to each 
wholesale customer based on (1) the average of recent actual annual water 
deliveries to each wholesale customer, (2) anticipated current annual water 
deliveries, and (3) the number of retail customers served.  Debt service costs are 
allocated to each wholesale customer based on previously approved allocations 
associated with each debt issue.  A small number of capital projects benefit some 
but not all wholesale customers.  The allocation of costs for these projects has been 
incorporated into capital facilities charges that apply to benefiting wholesale 
customers.  Distribution pumping costs within the San Juan RSA necessary to 
convey water to the City of Folsom are retail costs and removed from the wholesale 
water rate analysis herein.  A special pumping surcharge is added to the water rates 
for the City of Folsom, and is a source of retail revenue for the District. 

3. Water rate design.  The rate design process involves determining the fixed service 
charges and a water usage rate that will generate the required revenues from each 
customer.  The water rates include a separate charge for debt service allocated to 
each wholesale customer.  In addition, for rate simplicity, a single uniform water 
usage rate is used for all wholesale customers, with any difference in the allocation 
of costs to wholesale customers reflected in their respective service charges.   

CURRENT WHOLESALE WATER RATES 

Current wholesale water rates are presented in Exhibit III-1 for reference purposes.  
The water rates were last adjusted in January 2016 when the District increased the water 
usage rate and quarterly fixed service charges by about 14.5 percent2.  Debt service charges 
                                                        
2   Because debt service charges were largely unchanged in 2016, the total wholesale water rate revenue was 
estimated to increase by slightly less than 10 percent under the 2017 water rates (exclusive of the impact of any 
change in water deliveries). 
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changed very slightly, based on very slight changes in annual debt service.  Capital 
facilities charges were adjusted based on the previously adopted charge schedule.  Capital 
facilities charges are described separately later in this section, and are not part of the 
general water rate calculation process due to their limited scope and purpose. 

 

2017 WHOLESALE WATER RATE REVENUE REQUIREMENT 

The wholesale financial plan includes revenues and expenses for each fiscal year over 
the ten-year planning period.  The District, however, adjusts water rates on a calendar year 
basis.  As a result the financial and rate analyses necessarily involve certain translations 
back and forth between fiscal and calendar years.  On this basis, the wholesale water rate 
revenue requirement for calendar year 2017 was determined to be $8,842,0003.  This 
amounts to an overall 16 percent increase in the overall amount of water rate revenue, after 
adjusting for the fact that the anticipated rebound in water demand will also affect rate 
revenues. 

The wholesale water rate revenue requirement for 2017 was determined based on the 
financial plan analyses presented in Section II of this report.  It reflects assumptions 
regarding operating and maintenance costs, debt service obligations, capital improvement 
program (including cost sharing), and the availability of financial reserves and non-rate 
revenues. 

                                                        
3  This amount excludes the revenue generated from capital facilities charges, which is related to a limited 
number of specific capital improvement projects and provides revenue directly to the capital fund. 
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COST OF SERVICE ANALYSES 

The cost of service analysis for wholesale water rates was performed on each of the 
District’s broad (departmental) cost classifications, including source of supply, water 
treatment and operations, executive and board of directors, administration and 
information technology, finance and purchasing, human resources, engineering, water 
conservation and outreach, debt service transfer, and capital program transfer.  Non-rate 
revenues and changes in the operating fund balance were also factors in determining the 
annual revenue requirement.  Exhibit III-2 presents the multi-part process of the cost of 
service analysis.  The small table at the top of Exhibit III-2 presents cost allocation metrics 
for each wholesale customer, including estimated water deliveries for 2017, recent 
historical average water deliveries, and number of retail customers.  Average historical 
water use from 2012 through 2016 is used in the rate analysis, as this period encompasses 
the most recent historical record.  The estimated water deliveries for 2017 reflect a partial 
return to normal water demand, and are based on the rescission of state-mandated water 
conservation efforts.  The District obtained information from each wholesale customer to 
assist in developing these estimates. 

The lower portion of Exhibit III-2 shows how the revenue requirement is allocated to 
various cost categories to arrive at unit costs for supply (variable), treatment (fixed and 
variable), customer costs (fixed), and debt service (fixed). 

Exhibit III-3 shows how unit costs are then applied to the service metrics for each 
wholesale customer to arrive a total allocation of costs to each wholesale customer.  The far 
right columns in Exhibit III-3 summarize the total allocation of the wholesale water rate 
revenue requirement to each wholesale customer, and serves as a check to the rate 
calculations. 

WATER RATE DESIGN 

The wholesale water rates include fixed service charges and a uniform water usage rate 
for each wholesale customer.  The uniform water usage rate is the sum of the unit costs for 
the variable cost components for water supply and water treatment ($59.31 + $21.83 = 
$81.14/AF).  The annual service charge for operations, maintenance, and replacement (O, 
M, & R) for each wholesale customer is the sum of the fixed cost components for water 
treatment and customers allocated to each wholesale customer.  For example, the annual 
service charge for the San Juan RSA is ($1,005,326 + $109,319 = $1,114,645).  The annual 
debt service charge for each wholesale customer is based on previously approved 
allocations of debt service obligations associated with each debt issue.  In the case of San 
Juan RSA, the annual debt service charge is $613,750. 

Each wholesale customer’s share of annual debt service costs over the planning period 
was presented in Exhibit II-2, in Section II of this report.  This exhibit also includes 
estimates related for anticipated new debt to be issued in 2019.  The actual debt service 
charges related to that issue will depend on actual debt repayment obligations as well as 
decisions related to the allocation of that debt to each wholesale customer.   
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The cost allocations encompassed in Exhibits III-2 and III-3 and the water rate design 
result in a shift to greater emphasis on the fixed service charge, resulting in a reduction in 
the water usage rate from the current rate.  This allocation is in better alignment with the 
District’s cost structure, and should somewhat lessen the revenue variability associated 
with fluctuating water demands.  In addition, proposed rate schedule for 2018 through 
2021 maintain the water usage rate at the 2017 amount; increased revenues are derived 
from adjustments to the fixed service charges and/or the debt service charges.  At present, 
about 45 percent of wholesale water rate revenue is tied to water deliveries.  By 2021, it is 
estimated that about 32 percent of wholesale water rate revenue will be tied to water 
deliveries. 

Capital Facilities Charges 
In 2015, the District adopted a system of capital facilities charges related to a small 

number of planned wholesale capital improvement projects that benefit some, but not all, 
of the wholesale customers.  The charges help to ensure equitable and timely cost recovery 
for these projects, and recover the costs for projects with unique cost sharing attributes.  
The capital facilities charges recover costs through fixed quarterly charges over a five-year 
period, beginning 18 months prior to the year of construction of affected projects. 

As originally developed, wholesale capital improvement projects incorporated in the 
capital facilities charges included the following: 

• ARC Flash Assessment and Improvements 
• SSWD-SJWD Pump Back Project 
• Storage Building (Old Shop) Replacement 
• Fair Oaks 40” Transmission Pipeline Re-Lining 

Two changes have occurred since the capital facilities charges were adopted and 
implemented.  First, the storage building replacement project has been removed from the 
capital improvement program.  Seventy percent of that project had been assigned to the 
San Juan RSA (with 30 percent incorporated in general wholesale water rates).  As a result 
of this cancellation, the sum paid by the retail system to the wholesale system should be 
reimbursed or credited.  The financial plan analysis assumes that this reimbursement or 
credit (of $133,000) will occur in the early months of 2017 (i.e., in FY 16-17). 

Second, the FOWD recently negotiated an alternative cost sharing and payment 
arrangement with the District with regards to the Fair Oaks 40” transmission pipeline re-
lining project, Phase 2.  As a result, the terms of that agreement should be implemented in-
lieu of the capital facilities charge component related to the Fair Oaks 40 project.  While the 
timing of the District’s invoicing and FOWD’s payments in relation to this project are 
based on milestones and costs in the design and construction of the project, the financial 
plan presented herein assumes that FOWD will pay the District a total of $1,988,350 evenly 
distributed over FY 17-18 and FY 18-19.  This is believed to be a conservative estimate, and 
actual cost reimbursement may be due sooner. 

It is recommended that the District continue to collect capital facilities charges from 
wholesale customers as originally developed (with the above adjustments).  As each 
included capital project is completed and total actual costs are known, the District should 
adjust or otherwise reconcile the charges as they related to actual project costs. 
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Exhibit III-4 presents an updated capital facilities charges schedule reflecting the above 
changes, including the recently negotiated agreement between the District and FOWD 
regarding an alternative cost sharing and payment arrangement for the Fair Oaks 40” 
transmission pipeline relining project. 

PROPOSED WHOLESALE WATER RATES FOR 2017 THROUGH 2021 

Exhibit III-5 summarizes the current and proposed wholesale water rate schedules for 
January 2017 through January 2021, including each of the rate components.  The actual 
costs to each wholesale customer will depend on actual water deliveries.  Three aspects of 
the proposed five-year rate plan are significant. 

1. Rate structure changes (i.e., the shift to reduce emphasis on the water usage 
charge and increase emphasis on fixed charges) primarily occur with the water 
rates proposed for January 2017.  This is the beginning of a gradual transition 
in the revenue mix embodied in the rate structure. 

2. Beginning in January 2018 increased revenue needs are achieved through 
increases in fixed service charges, rather than through an increase in the water 
usage rate.  This continues a gradual shift to a higher proportion of fixed 
revenue. 

3. The water rates for January 2020 include a significant increase in the debt 
service charges based on estimates of annual debt service associated with the 
2019 new debt issue.  A decrease in the fixed O, M, & R service charges also 
occurs at this time such that total annual water rate revenues reflect the 
necessary 9 percent increase.  In other years the debt service charges are 
relatively stable reflecting relatively stable debt service requirements. 

Exhibit III-6 summarizes the change in the annual cost of service to each wholesale 
customer based on proposed water rates for January 2017, relative to current water rates.  
Because the annual cost to wholesale customers is a function of both the water rates and 
water deliveries, the exhibit holds the water deliveries constant in this comparison.  That is, 
annual water costs under both 2016 and 2017 water rates are calculated using estimated 
water deliveries for 2017.  This facilitates the assessment of the impact of the rate structure 
without the influence of changes in overall water demands.  It should be noted that the 
costs to the City of Folsom shown in Exhibit III-6 also incorporate the pumping surcharge 
and direct debt service (i.e., the Folsom-specific debt obligation).  The inclusion of these 
two elements contribute to the smaller overall percentage change in water service costs for 
the City of Folsom.  These two elements also result in the higher overall cost of service (per 
AF) borne by the City of Folsom. 
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It is recommended that the District adopt the entire proposed five-year wholesale 
water rate schedule with rate adjustments occurring each January from 2017 through 2021.  
The proposed water rates are reflect the cost of providing water service and are intended to 
meet the District current and estimated future service and financial obligations, enable the 
District to fund capital improvement projects as planned and schedule, help to minimize 
rate changes in any single year, and position the District for obtaining more favorable 
terms in issuing new long-term debt (as well as for the potential refunding of existing 
debt). 
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TREAT AND WHEEL WATER RATES FOR SSWD 

In October 1994, the District amended an agreement with the Northridge Water District 
(now Sacramento Suburban Water District, or SSWD) concerning the diversion, treatment, 
and conveyance of water.  Under this agreement, the District agreed to use available 
surplus capacity to treat and wheel surface water through the wholesale water system to 
SSWD, upon SSWD’s request.  The agreement contemplates the delivery of SSWD’s own 
water (or water obtained by SSWD), herein referred to as “SSWD water”, or surplus 
District water, as conditions and circumstances may dictate.  Such conditions may include, 
but are not limited to, Water Forum Agreement conditions.  At present, it is generally 
SSWD water that is moved through the District’s wholesale water facilities for delivery to 
SSWD at the westerly terminus of the cooperative transmission pipeline (CTP) at C-Bar-C 
Park. 

The relevant section of the 1994 agreement provides the following language for 
charging SSWD for water deliveries: 

4.  Payment for Use of Surplus Capacity or Surplus Water.  San Juan’s charge to 
Northridge for use of Surplus Capacity in San Juan’s Facilities to deliver Surplus 
Water or Northridge Water shall be at the same average wholesale water rate it 
charges to San Juan’s Member Districts, plus a charge to cover the pro rata cost of 
treating water to be delivered to Northridge to the extent treatment costs are not 
included in the wholesale water rate.  The charge for using Surplus Capacity to 
divert, treat, and deliver Northridge Water shall not include the cost-of-water 
component of San Juan’s wholesale water rate, but may include the cost to San Juan 
to obtain Surplus Water specifically for the purpose of making it available for 
delivery to Northridge. 

At present, the District charges SSWD $135.34 per AF for SSWD water treated and 
wheeled through District facilities and delivered to SSWD.  District staff asked that a new 
water rate, consistent with the terms of the 1994 agreement, be calculated as part of this 
wholesale water rate update. 
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While the language from the 1994 agreement is somewhat vague, the following 
calculation is proposed for determining an appropriate 2017 treat and wheel water rate for 
SSWD.  It is based on information reflected in the wholesale financial plan presented in this 
report, as well as cost data included in Exhibit III-2. 

SSWD Rate = [ SJWD Whls. Rev. Reqmt. – SJWD Source of Supply Costs ] 
        Est. Annual SJWD Water Deliveries 

     = [ $8,842,000 - $1,724,000 ] 
        39,967 AF 

     = $178.10 per AF 

Other interpretations of the agreement language are certainly possible.  However, this 
calculation is consistent with the agreement’s intent, reasonable, and easily replicated in 
future years.   While the proposed rate is about 32 percent more than the current rate 
charged to SSWD, it is also significantly lower than the effective per-acre-foot rates paid by 
wholesale customers (see bottom of Exhibit III-6). 

Based on the proposed overall wholesale water rate increases for 2018 through 2021 
from the financial plan model, future SSWD treat and wheel water rates would increase as 
follows: 

    2018  $194.13 per AF 
   2019  $211.60 per AF 
   2020  $230.64 per AF 
   2021  $242.17 per AF 

If the District were to deliver District water to SSWD, rather than SSWD water, then the 
cost of that water needs to be added to the rates presented above. 

 

 











 

 
 
 
October 19, 2016 
 
 
 
Mr. Robert Churchill 
Citrus Heights Water District 
P.O. Box 286 
Citrus Heights, CA 95611 
 
Subject: Response to October 14, 2016 Comments on Wholesale  

Financial Plan 
 
Dear Bob: 
 
Thank you for taking the time to review in detail the Wholesale Five-Year Financial Plan 
and Water Rate Update Study.  Your comments are appreciated.  Per your request, I 
am providing you this written response to your comments.  The first responses are to 
the general comments included in your letter.  Following those responses, I have 
provided responses to substantive comments included within the report. 
 
Responses to comments in cover letter: 
 

 
Good catch.  The reference will be revised in the final version of the report.   
 

 
Where these references are not necessary they will be removed. 
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Thank you for the clarification.  Estimating the water usage for these upcoming 
and future years is anything but accurate, especially after multiple drought years 
and expected mandatory long term conservation requirements.  As all of the 
demands are estimates at this time, and we do not know if agencies will use less 
or more than the estimate, the 900 af is likely within assumed error of the 
numbers.  After the first year if the water use results in a significantly different 
value than estimated, we will review all of the WCA water use and adjust as 
appropriate.   
 

 
We appreciate your understanding of the variability of the estimates in the 
computer model and the need to fund the upcoming projects.  After the first year, 
we will review the actual revenue and costs to the assumptions in the report.  
Should there be a significant variance for the previous year, or significant 
revisions to the assumption in the upcoming years, staff will recommend an 
update to the plan.   
 

 
Your understanding is correct and this will be clarified. 
 

 
Comment noted for consideration during the development of the next wholesale 
financial plan.   
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We are in complete agreement with you in regards to the unknown rebound of 
water deliveries over the next few years.  As we do not have any projections that 
we are confident are any more accurate than the UWMP, we have used that 
information for this Plan.  We will review this information to see if there is 
significant variation at the end of the first year to determine if a reevaluation is 
appropriate.   
 

 
See responses to number 3 and 7. 
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SJWD agrees that the allocation of costs for new positions should be determined 
based on the actual job description and workload that will be assigned to each of 
the positions. When this information is available, the allocation of the costs 
associated with each position will be determined.  Until that time, the position has 
been budgeted on a 50/50 basis as a placeholder. 

 

 
The same rational as number 9 was used; the District does not yet know how a 
new building will be allocated and this is currently a placeholder.  Whether it is a 
new administrative building, a new board room, or an addition to the existing 
administrative building has not been determined.  SJWD needs additional space 
and is still in the process of determining the best approach.   

 

 
……… 

 
SJWD reviewed the option of not paying off the PERS UAL.  The result of not 
paying off the PERS UAL would result in an additional 3% increase being added 
to the first year rate increase.  Staff does not recommend paying off all of the 
UAL, as it would be prudent to leave some room for the situation when PERS 
returns are above their assumed return, as PERLA does not allow an agency to 
reduce payments should they become overfunded.   
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In response to your comment that this would reserve funds to be used on capital 
projects, unfortunately it is not enough to avoid debt financing for the project. 

 

 
See responses to comments 3 and 7. 
 

 
Our property tax revenue is approximately $2 million per year, equally divided 
between wholesale and retail.   
 

 
The wholesale water rates are based on allocating costs equitably between all 
WCAs.  Currently, some of the fixed costs are included in the volumetric portion 
of the water rates.  To improve our resilience during varying water use 
conditions, staff is recommending the Board of Directors consider transitioning to 
a water rate that includes all fixed costs in the fixed portion of the water rate.  The 
recommendation is to transition to this rate structure over an extended period of 
time.  The water rates proposed in the first five years still have some of the fixed 
costs in the volumetric portion of the water rates.   

 

 
CY 2020 is the first year of additional debt service payments.  The debt service 
charge goes up dramatically, so the remaining fixed portion of the water rate is 
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reduced to keep from spiking the rates that year.  The fixed costs will then begin 
to increase the following year to continue the transition to all fixed costs being 
included in the fixed portion of the water rate.   

 
Responses to comments from the report: 
 

 
 
This will be revised to reflect the most recent number.   
 

 
 
The $28.4 million is the total of the two capital projects.  The $28.75 million is the 
total of the debt issuance costs assigned to wholesale.  These numbers are not 
intended to be the same.   
 
The footnotes numbered 9 and 10 are missing in Exhibit II-3.  This will be fixed. 
 
Again, I want to thank you for your detailed review of the Plan.  It is very much 
appreciated. 
 
Sincerely, 
 
 
 
Shauna Lorance 
General Manager 
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November 18, 2016 
 
Mr. Daniel A. Bills 
Finance Director 
Sacramento Suburban Water District 
3701 Marconi Avenue, Suite 100 
Sacramento, California 95821‐5346 
 
Subject:   Review of the San Juan Water District Wholesale Treat and Wheel Water Rate Study 
 
Dear Mr. Bills: 
 
HDR Engineering, Inc. (HDR) was retained by the Sacramento Suburban Water District (District) 
to  review  the wholesale water  rate study  recently conducted  for  the San  Juan Water District 
(San  Juan).   San  Juan  serves a number of member agencies on a wholesale basis and has an 
agreement  in place with  the District  to provide  treat  and wheel water  services on  a  surplus 
capacity or surplus water basis.  San Juan completed their study on August 31, 2016 and issued 
a  report  of  the  findings  conclusions  and  recommendations  from  the  study.  The  report, 
developed by The Reed Group Inc. was titled:  San Juan Water District, Wholesale Financial Plan 
and Water Rate Update Study.  As a part of this study, the “treat and wheel” water rate for the 
District was analyzed and proposed  treat and wheel  rates developed  for 2017  through 2021.  
The rates as proposed for 2017 are approximately 34% more than the current rate charged to 
the District.    In  light of this  level of proposed adjustment, the District asked HDR to provide a 
technical review of the study. This report is intended to summarize our review of the San Juan 
Water  District’s wholesale water  rate  study  and, more  specifically,  the  development  of  the 
proposed treat and wheel rate for the District. 
 
HDR has reviewed the San Juan report along with other relevant documents. The HDR review 
was not  intended  to  “audit”  the San  Juan  study’s data  inputs, but  rather,  review  the overall 
methodology  in  relation  to  generally  accepted  rate  setting  methodologies,  and  the 
development of the treat and wheel rate to be  in compliance with the existing agreement for 
those services.  It is important to note that there is an agreement between the San Juan Water 
District  and  the  District  (formerly  the  Northridge  Water  District)  for  the  provision  of  the 
services. The agreement contains a specific section discussing  the payment  (i.e., basis  for  the 
rate) for use of surplus capacity or surplus water by the District. 
 
Please  find attached a  letter  report summarizing our  review of  the San  Juan wholesale water 
rate study. We have attempted to provide a comprehensive review of this issue, along with the 
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relevant  background  information,  to  help  provide  the  District  and  San  Juan  with  an 
independent and unbiased review of this issue. 
 
We appreciate the assistance provided by the District in the development of this review.  More 
importantly, HDR appreciates the opportunity to provide these technical and professional 
services to the District. 
 
Sincerely yours, 
HDR 

 
 
 

Tom Gould 
Vice President 
HDR’s Business Leader 
  for Finance and Rates 
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Introduction 
HDR Engineering, Inc. (HDR) was retained by the Sacramento Suburban Water District (District) 
to provide a review of the San Juan Water District (San Juan) wholesale financial plan and water 
rate study update.   San Juan provides wholesale and retail water services to an area near the 
District.  San Juan’s wholesale services include supply, treatment and transmission of the water.  
The wholesale  rates  include  both  operating  and  capital  costs.  The District  is  not  a  San  Juan 
wholesale  customer.    Instead,  the District has an agreement  to purchase  surplus  capacity or 
surplus water on a  treat and wheel basis. The volumes of water delivered  to  the District can 
vary  from  year‐to‐year,  and may  include  no  deliveries  during  any  particular  year.  This  is  a 
beneficial relationship for both parties. 
 
In early 2016, San Juan retained The Reed Group,  Inc. (Reed) to update the District’s ten‐year 
wholesale and retail financial plans and develop recommendations for updating water rates for 
the  five‐year period of 2017  through 2021.  Included within  the wholesale  rate  study was an 
analysis of  the  treat and wheel  rate, specific  to  the District.   The development of  this  rate  is 
predicated  upon  the  existing  agreement  between  the  parties  as  it  relates  to  these  services. 
There  is a specific section within the 1994 agreement related to the pricing of these services. 
Reed,  in the development of the wholesale rate study used their  interpretation of the specific 
language from the 1994 agreement to develop the proposed treat and wheel rates.  The result 
was an increase in the treat and wheel rate of approximately 34%.  Given the magnitude of this 
level of adjustment, the District requested that HDR review the Reed study to confirm its use of 
generally accepted  rate setting methodologies and conformance with  the existing agreement 
between the parties. 
 

Review of Documents 
As  a  part  of  this  review,  HDR  reviewed  a  number  of  different  documents.  The  primary 
document  reviewed was The Reed Group,  Inc.  final  report dated August 31, 2016 and  titled:  
San  Juan Water District, Wholesale Financial Plan and Water Rate Update Study.   This report 
provided the background discussion and exhibits summarizing San  Juan’s proposed wholesale 
rates, along with the District’s proposed treat and wheel rate.  In addition to our review of this 
report, HDR also reviewed the following documents: 

 Agreement  Between  San  Juan Water  District  and  Northridge Water  District  Concerning 
Diversion, Treatment and Conveyance of Water (As Amended), dated October 10, 1994. 

 Letter dated August 16, 2010 from Shauna Lorance, General Manager of the San Juan Water 
District to Mr. Rob Roscoe, related to the proposed changes in water rates and charges. 

 Letter dated October 18, 2016 from Rob Roscoe, District General Manager to Pamela Tobin 
President of the San Juan Board of Directors, regarding the 1994 contract language related 
to the pricing of treat and wheel rates. 

Review of the San Juan Water District 
Wholesale Financial Plan and Water Rate Study 
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 Response letter dated November 11, 2016 from Donna Silva, San Juan’s Director of Finance 
to Mr. Rob Roscoe, District General Manager related to the District’s  letter dated October 
18, 2016.  

 San Juan Water District, 2015 Urban Water Management Plan. 
 
The review of these documents was intended to provide background information on the issue, 
along with the context of the issue and current discussions. 
 

Overview of the Issue 
The San Juan Water District maintains contracts with four wholesale customer agencies.  These 
agencies are as follows: 

 Citrus Heights Water District 
 Fair Oaks Water District 
 Orange Vale Water Company, and 
 City of Folsom 

San  Juan also contracts with  the City of Roseville and  the District  to provide water on an as‐
available basis.  For purposes of establishing wholesale rates, Roseville and the District are not 
considered  to be wholesale customer agencies by San  Juan.   The wholesale water  rate study 
conducted  by  Reed  is  primarily  focused  on  properly  and  adequately  funding  the wholesale 
water system of San Juan and equitably allocating the costs between the San Juan retail system 
and the four wholesale customers noted above. The development of the treat and wheel rate 
for the District is a very minor portion of the wholesale rate study conducted by Reed, but it is 
based  upon,  and  directly  related  to,  the  prior  technical  analyses  conducted  for  the  other 
wholesale customers. 
 
In  1994  San  Juan  entered  into  an  agreement  with  the  Northridge  Water  District  (now 
Sacramento Suburban Water District or the District) to work cooperatively with Northridge to 
use Northridge’s capacity, along with any surplus capacity in San Juan’s facilities to divert, treat 
and  convey  for  Northridge’s  use within  its  service  area,  San  Juan’s  surplus water  from  the 
Folsom  Reservoir  and  any  surface  water  from  the  Folsom  Reservoir  that  Northridge  may 
become entitled to divert from time to time in the future.  While there are more details to this 
arrangement,  it was essentially an agreement  to sell surplus water  to Northridge, or  to  treat 
and deliver water that Northridge may have or become entitled to. 
 
The pricing for these services for the use of surplus capacity in San Juan’s facilities was specified 
within  the  1994  agreement.  The  agreement  is  written  in  a  relatively  simple  and  easy  to 
understand approach. However, it is written in such a manner that it may be open to different 
interpretations.   More problematic  is that the agreement may be overly simplistic and fails to 
fully recognize the complexities of the relationship. 
 
As noted above, HDR stated that this was an agreement for a complex arrangement.  In many 
ways,  this  is  a  combination  of  a  surplus  water  arrangement,  an  interruptible  water 
arrangement, and a wheeling arrangement.  At the same time, Northridge provided a payment 
to San Juan of $4.7 million to expand the capacity of San Juan’s pipeline by 59 million gallons 
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per  day  for  Northridge’s  exclusive  use  for  conveying  water  for  Northridge.    In  essence, 
Northridge provided a major capital contribution to San Juan to provide the available capacity 
to allow for the conveyance of water to Northridge.  From a very basic perspective, the section 
on pricing within the 1994 agreement provides a rate for the delivery of surplus water at the 
same  average  wholesale  rate  that  it  charges  San  Juan’s  wholesale  member  agencies.    In 
comparison,  the  charge  for using  surplus  capacity  to divert,  treat,  and deliver District water 
(from Folsom Reservoir) is the average wholesale rate less the cost‐of‐water component of San 
Juan’s wholesale water  rate.    Essentially,  a  non‐interruptible  (firm  delivery) member  agency 
rate  is being used as the “yardstick” or basis to price a surplus capacity (non‐firm delivery) or 
interruptible rate. 
 
The  District’s  letter  to  San  Juan,  dated  October  18,  2016,  highlights  the  complexity  of  the 
relationship  between  the  parties  and  the  potential  areas  of  disagreement  concerning  the 
existing pricing arrangement.  San Juan and Reed, in developing wholesale rate study, appeared 
to  use  a  literal  and  narrow  reading  of  the  pricing  arrangement within  agreement.    As  the 
District  points  out  in  their  letter  to  San  Juan,  the  District  believes  the wholesale  allocation 
structure should be based upon the following components: 

1. Raw Water Supply Costs 
2. Raw Water Transmission Costs 
3. Treatment Costs Including Hinkle Reservoir 
4. Treated Water Transmission 
5. Distribution Costs Including Local Storage 
6. Metering And Customer Service Costs 

The District maintains  that  items  five  and  six  are  local  distribution  costs  and  should  not  be 
included within the wholesale water costs.  There is also a question about the inclusion of item 
1 since the District does not use San Juan raw water, nor USBR Warren Act costs, as the District 
provides  their own water supply.    In  the District’s  letter  it notes, “we should be assessed  for 
raw water transmission from the face of Folsom dam through the “Hinkle Wye” to the Peterson 
water treatment plant, together with treatment costs at Peterson, including cost for clear well 
storage at Hinkle reservoir.   SSWD (i.e., the District) should not be charged for finished water 
transmission  in  the  Cooperative  Transmission  pipeline  as  we  own  our  own  capacity  in  the 
facility.”1 
 
The above encapsulates the key issues.  HDR believes these key issues are as follows: 

 A single rate structure cannot fairly or fully capture the difference between the use of 
San Juan raw water rights or District‐owned water rights.   

 The existing agreement is in place and has a specific methodology for establishment of 
the  rate.    The  language within  that  portion  of  the  agreement  is  vague  and  open  to 
different interpretations. 

                                                       
1 Letter dated October 18, 2016 to Pamela Tobin, President Board of Directors, San Juan Water District, from Rob 
Roscoe, General Manager for Sacramento Suburban Water District, page 2.  
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 The  existing  agreement,  and  language  related  to pricing, does not  seem  to  take  into 
consideration  the  $4.7  million  capital  contribution  provided  to  San  Juan  for  the 
Cooperative Transmission pipeline. 

 The  District’s  approach  contained  within  their  October  18,  2016  letter  is  a  more 
technically  sound  and  potentially  a  more  equitable  methodology.    However,  the 
language of the existing agreement likely does not support its use at this time. 

The analytical level of detail contained within the Reed report likely does not fully support the 
District’s suggested approach.  Greater cost detail may be available from San Juan, but the Reed 
report  does  not  have  the  required  level  of  detail  to  fully  analyze  or  utilize  the  District’s 
suggested approach. 
 
To their credit, San Juan responded to the District’s October 18, 2016 letter and acknowledged 
that the language in the agreement is vague and needs to be re‐addressed.  However, San Juan 
noted that it intends to follow their interpretation of the existing agreement until such time as 
a new agreement can be agreed upon.  Given that, the objective of this review is to analyze the 
approach used by Reed to develop the proposed rate for 2017 through 2021.  HDR agrees that 
the parties should continue discussions of an updated agreement. 
 

Overview of the 1994 Agreement 
In  1993,  the  San  Juan  Water  District  and  Northridge  Water  District  (current  Sacramento 
Suburban Water District) entered  into an agreement concerning the diversion, treatment and 
conveyance  of  water.    In  1994,  the  parties  amended  the  agreement  for  these  services.  
Provided below  is a discussion and overview of  the agreement and  the  key elements of  the 
contained within it which are related to this issue. 
 
Northridge  desired  to  have  supplemental  surface  water  supplies  diverted,  treated  and 
conveyed through San Juan’s facilities.  In the past, San Juan had diverted treated and conveyed 
surface  water  from  the  Folsom  Reservoir  to  Northridge  using  San  Juan’s  facilities.    The 
Agreement anticipated that Northridge may obtain water rights and entitlements in the future 
to  divert water  from  the  Folsom  Reservoir.   At  the  same  time,  San  Juan was  undertaking  a 
project to enhance reliability and  increase the capacity of  its water conveyance facilities from 
its  treatment  plant  to  Filbert  Avenue  to meet  future  demands.    As  a  part  of  that  capacity 
expansion, Northridge agreed to pay San Juan $4.7 million to expand the capacity of San Juan’s 
pipeline by 59 million gallons per day for Northridge’s exclusive use in the conveyance of water 
from  San  Juan  to  Northridge.  At  the  same  time,  Northridge  was  undertaking  a  project  to 
construct with Citrus Heights Irrigation District a pipeline for their joint use connecting with San 
Juan’s pipeline at Filbert Avenue and  terminating at C Bar C Park, and also constructing new 
water conveyance facilities to be connected to the Northridge Citrus Heights pipeline at C Bar C 
Park to deliver water to Northridge’s service area. 
 
With these facilities in place, San Juan was willing to work cooperatively with Northridge to use 
Northridge’s capacity and surplus capacity in San Juan’s facilities to divert, treat and convey for 
Northridge’s use within its service area, surplus water from Folsom Reservoir under San Juan’s 
water rights and/or surface water from Folsom Reservoir that Northridge may become entitled 
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to  divert  from  time  to  time  (i.e.,  Northridge’s  water  rights).    In  essence,  the  agreement 
provided  treatment  and  conveyance of water  from either  San  Juan’s  surplus water  rights or 
Northridge’s water rights. 
 
The  agreement makes  a  clear  distinction  between  the  right  to  surplus  facilities  and  surplus 
water.  The agreement clearly noted that San Juan’s first priority for use of their facilities was to 
San  Juan’s  Member  Districts,  with  the  exception  of  Northridge’s  exclusive  right  to  use 
Northridge’s pipeline  capacity  (i.e., 59 MGD)2.   The agreement  clearly noted  that Northridge 
would be using  surplus capacity  in San  Juan’s  facilities which were not  required  to  serve  the 
needs of San  Juan’s Member Districts.   The General Manager of San  Juan, with  concurrence 
from  San  Juan’s  Board  of  Directors,  has  the  sole  authority  to  determine  the  availability  of 
surplus capacity from time to time. 
 
With  regard  to  surplus water,  the agreement  is very  similar  to  the clause concerning  surplus 
facilities. That  is, San Juan’s first priority for use of San Juan’s water rights  is to provide water 
service to San Juan’s Member Districts.   Northridge does have the right to first priority  in the 
use of surplus water  for use within Northridge’s service area. Again,  the General Manager of 
San  Juan,  with  concurrence  from  the  San  Juan’s  Board  of  Directors,  has  sole  authority  to 
determine the availability of surplus water from time to time.  It  is  important to note that any 
water purchased by Northridge is “surplus” water. 
 
Section  4  the  agreement  provides  the  terms  for  payment  for  surplus  capacity  (facilities)  or 
surplus water.  It reads as follows: 

“4  Payment  for  Use  of  Surplus  Capacity  or  Surplus Water.    San  Juan’s  charge  to 
Northridge for use of Surplus Capacity in San Juan’s Facilities to deliver Surplus Water or 
Northridge Water  shall  be  at  the  same  average wholesale water  rate  it  charges  San 
Juan’s Member Districts, plus a charge to cover the pro rata cost of treating water to be 
delivered to Northridge to the extent treatment costs are not  included  in the wholesale 
water rate. The charge for using Surplus Capacity to divert, treat and deliver Northridge 
Water shall not include the cost‐of‐water component of San Juan’s wholesale water rate, 
but may include the cost to San Juan to obtain Surplus Water specifically for the purpose 
of making it available for delivery to Northridge.” 

 
In  very  simple  terms,  the  payment  for  the  access  and  use  of  San  Juan’s  facilities  or  surplus 
water is based upon the average wholesale water rate charged to San Juan’s Member Districts.  
In  the  case where Northridge would  purchase  both  surplus  capacity  and  surplus water,  the 
agreement calls for Northridge to pay the same average wholesale water rate it charges to the 
Member Districts, plus a charge to cover the cost of treating water  if treatment costs are not 
included within the wholesale water rate.  In the case where Northridge purchases only surplus 
capacity (i.e. facilities), and uses their own water rights, the agreement calls for Northridge to 
pay the average wholesale water rate San Juan charges  its Member Districts,  less the cost‐of‐
water (supply) contained within San Juan’s wholesale water rate.   This section does provide a 
component  for  San  Juan  to  include  the  cost  of  obtaining  surplus water  specifically  for  the 

                                                       
2 This line is now referred to as the Cooperative Transmission pipeline (CTP) 
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purpose  of making  it  available  for  delivery  to Northridge.  This  last  portion  of  the  section  is 
somewhat confusing in that it is unclear whether Northridge is being charged for water supply 
or for the wheeling costs incurred by San Juan to have water to treat for Northridge. 
 
While  the  above  pricing  section  is  simple  and  straightforward,  it  lacks  technical  elements 
related to the overall transaction. For example, it is unclear how or where Northridge’s capital 
contribution of $4.7 million for the water conveyance facilities is considered or even taken into 
account. At the same  time, Northridge  is purchasing “surplus” capacity and/or water, yet  the 
services are being priced as if these were “firm” deliveries like any other Member District of San 
Juan.    Finally,  the  use  of  the  average  rate  paid  by Member  Districts  does  not  exclude  any 
specific costs other than water supply, if Northridge provides their own water from their water 
rights.   This may be a concern  in that for any particular year San Juan can  include within their 
revenue  requirements specific costs which may have no  relationship or direct bearing on  the 
services being provided to Northridge. Most agreements of this nature would itemize the costs 
which can be  included  in  the calculation of  the  rate and avoid  the “catch all” approach used 
within this agreement. 
 
One  important element of this section  is that there  is no minimum purchase or minimum bill 
associated with the agreement.    In any year that Northridge (Sacramento Suburban) does not 
use the services, there is no obligation for payment or minimum bill. 
 
As noted earlier in this letter report, the parties have agreed that the language of this particular 
section of the agreement  is vague and should be clarified.   However, San Juan has stated that 
until  such  time  as  the  agreement  is  updated  the  existing  pricing  approach will  be  utilized. 
Therefore as part of this review, HDR has reviewed the pricing approach developed within the 
Reed  study  to  determine whether  it  appears  to  comply with  the  Agreement  and  language 
above. 
 

Review of San Juan’s Wholesale Financial Plan and Water Rate Study 
Update 
In 2016, the San Juan Water District retained The Reed Group, Inc. to conduct a comprehensive 
rate study for San Juan’s retail and wholesale water systems.  The objective of this review was 
not to review the wholesale rate study, per se, but to review the wholesale rate study  in the 
context of  the development of  the  “treat  and wheel” water  rates  for  Sacramento  Suburban 
Water District. 
 
The San Juan wholesale water rate study is summarized in Reed’s report titled San Juan Water 
District, Wholesale Financial Plan and Water Rate Study Update, Final Report, August 31, 2016.  
This  report  provides  a  financial  plan  (revenue  requirement  analysis),  a  cost  allocation  study 
(cost of service analysis) and the proposed wholesale rate designs (rate design analysis).  At the 
end of the report, a brief discussion of the development of the treat and wheel water rate  is 
provided.     The report contains a number of exhibits summarizing the analysis.    It  is from this 
report  and  the  exhibits  contained within  the  report  that  HDR  has  relied  upon  to  reach  its 
observations  and  conclusions.    At  no  time  did  HDR  attempt  to  “audit”  or  verify  the  data 
contained  in  the  Reed  report.    The  data  and  information  as  presented  and  used within  the 
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report  is presumed  to be  reasonable  and  correct.    Finally, HDR did not  review  the  San  Juan 
retail rate study and no analysis or review has been undertaken of the reasonableness of the 
assignment of costs between wholesale and retail. 
 
Reed’s wholesale rate study report is divided into two main sections; the financial plan and the 
development  of  the  proposed  rates.    HDR  reviewed  both  sections  of  the  report  and  will 
summarize each section, along with our observations.   The discussion of  the  treat and wheel 
rates are contained in the final section of the report. 
 
The overall objective of San Juan’s study, like any rate study, is to provide adequate funding for 
San Juan’s O&M and capital expenditures.  To accomplish this objective, a revenue requirement 
analysis was developed.   Provided below  is a more detailed discussion of  this portion of  the 
analysis. 
 
Financial Plan/Revenue Requirement Analysis 
Section II of the report provides the summary of San Juan’s Financial Plan.  The treat and wheel 
rates are  linked to this section of the report  in that any  inclusion or exclusion of costs within 
this portion of  the analysis  impacts  the average cost of  the wholesale customers, which  then 
directly impacts the treat and wheel rate.  The 1994 agreement, as currently written, does not 
specifically  include  or  exclude  any  particular  costs  from  the  treat  and wheel  rate  (with  the 
exception  of  the  “cost  of  water”  component).    Given  that,  HDR  has  not  focused  on  any 
particular costs contained within the revenue requirement analysis under the presumption that 
the San Juan’s Member Districts would have more than a passing interest in avoiding unneeded 
or unnecessary costs inclusions within the revenue requirements.  However, if the language of 
the  treat  and wheel  agreement were modified  to  be more  specific  the District may  have  a 
greater interest in the costs included, or eligible to be excluded, from the treat and wheel rate.  
Among the areas of interest may be the following: 

 Reserves – Accumulation of excess reserves would not benefit the District.   This could 
be items such as the Delta/Water Rights Reserve, particularly if the District uses its own 
water rights for water supply.  The other type of reserve would be for a specific capital 
project which may not directly benefit the District.   An example of this type of specific 
facility  reserve  is  the  current  Hinkle  Reservoir  Reserve.    San  Juan  could  establish  a 
special reserve for a facility that does not directly benefit the District, yet in the end, still 
contribute  to  the  reserve  fund  via  a methodology  that  uses  a  simple  average  cost 
approach.    Interestingly,  within  the  current  study,  the  Hinkle  Reservoir  Reserve  is 
proposed  to be utilized  to pay  for  the PERS UAL, a  totally different use of  funds  than 
originally designated. 

 Cost of Water Supplies – San Juan currently owes Citrus Heights Water District and Fair 
Oaks Water District a combined $1.98 million for treated water purchase costs related 
to groundwater used during the recent drought.  The study has spread these costs (i.e., 
amortized)  these costs over a  four‐year period.      In  that sense,  it has  taken prior cost 
obligations  for water  supply  and brought  them  forward  into  the  current period,  thus 
artificially raising the cost of water in the current period.  The 1994 agreement discusses 
the  “cost of water” but does not provide  a  clear definition  as  to whether  that  is  the 
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current  time  period  costs,  plus  any  other water  cost  obligations.    The  impact  of  the 
inclusion  of  these  prior  period  purchased  water  supply  costs  in  the  current  period 
revenue requirements (2017) are approximately $866,900 or about $20/acre foot. 

 Unfunded  Accrued  Liabilities  –  San  Juan  currently  has  an  unfunded  accrued  liability 
(UAL) of about $5.5 million.   Of  this amount,  the wholesale  system  is  responsible  for 
approximately  $2.3  million.    This  is  a  good  example  of  a  prior  cost  incurrence 
(obligation)  being  placed  in  the  current  time  period.    Under  the  current  agreement 
these costs are  likely  included  in  the  treat and wheel  rate.   Whether  that  is equitable 
and appropriate is one question, but the other is whether any portion of the $2.3 million 
obligation is related to the “cost of water”.   

 Loans and Loan Repayment – The wholesale system is loaning approximately $790,000 
to the retail system, to be repaid by the retail system over the next  four years.    If the 
District  does  not  access  and  utilize  the  treat  and wheel  agreement  during  that  time 
period  (which  is  projected  in  the  wholesale  rate  study),  then  any  funds  originally 
accumulated from the District and used for the loan will technically not be recouped via 
a  lower  rate  for  the  District.    This  is  a  very minor  item,  but  highlights  some  of  the 
complexities of this type of agreement, particularly when one attempts to clearly define 
specific costs or components to be included within the treat and wheel rate. 

 Demand Projections – With the drought, San Juan needed to be very conservative on its 
projections  of  water  sales.    Given  that,  the  average  cost  per  unit  increases  as  one 
becomes more conservative with the estimated annual water deliveries.  Much like the 
projection of operating and  capital costs,  the wholesale  customers have a  far greater 
interest  in  this  issue  than  the District, but  it does have a  short‐term  impact upon  the 
rate calculated for the treat and wheel rates. 

In summary, the development of the revenue requirements appeared reasonable for purposes 
of  establishing  the  wholesale  revenue  requirements.    The  wholesale  revenue  requirement 
analysis indicated the need for significant rate adjustments over the near‐term future and long 
term.  The level of these adjustments directly impacts the treat and wheel rate in future years.  
 
Cost Allocation / Rate Design  
Section  III of San  Juan’s wholesale  rate  report  reviews  the allocation of  the wholesale water 
revenue requirements and then takes that analysis and converts it to wholesale water rates for 
each of  San  Juan’s member  agencies.    For purposes of  the  “treat  and wheel”  rate,  the  cost 
allocation study is important in that it appears to define the “cost of water” within the analysis.   
 
Cost  Allocation  ‐  The  cost  of  service  analysis  utilizes  the  2017  revenue  requirement  and 
segregates the cost between the cost components of: 

 Supply (variable) 
 Treatment (variable) 
 Treatment (fixed) 
 Customer (fixed) and, 
 Debt Service (fixed) 
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The basis for the segregation of the costs, as shown on Exhibit III‐2 of the San Juan report, are 
not clearly documented (e.g., basis for the cost split of treatment [75% fixed and 25% variable]).  
However, in the case of the treat and wheel rate, the allocation of costs between the member 
agencies has no  impact upon  the District’s  treat  and wheel  rate  since  the  rate  is developed 
based  upon  the  total  average  cost  of  all  wholesale  customers.    In  other  words,  the  total 
revenue requirement of $9.233 million for calendar year (CY) 2017 is the primary starting point 
for  the determination of  the  treat  and wheel  rate.   However,  for purposes of  the  treat  and 
wheel rate, an important assignment within the cost of service analysis is the source of supply 
costs and the “cost of water”.  
 
On Table  III‐2, the wholesale cost allocation worksheet, the source of supply cost  is shown as 
$1.516 million.    As  is  noted  within  the  report,  the  revenue  requirement  (financial  plan)  is 
developed on a fiscal year basis and the cost allocation and rates are for a calendar year time 
period.  In reviewing Table II‐4 (summary of the wholesale financial plan), the source of supply 
costs are segregated between source of supply and treated water purchased cost.  In reviewing 
those costs for FY 16/17 and FY 17/18, it is unclear how the costs were analyzed to produce the 
CY 2017 source of supply cost of $1.516 million.   That  is not  implying that there  is an error or 
issue with this particular figure, simply that the document provides insufficient documentation 
to  completely  follow  the  conversion  from  the  fiscal  year  cost  to  the  calendar  year  costs.  
Overall, the use of the $1.516 million appears reasonable, but it is not the simple sum of 50% of 
FY  16/17  and  50%  of  FY  17/18.    It  is  suspected  that  the  high  treated water  purchase  costs 
shown in FY 16/17 are related more to the first part of the year and less to last half.   
 
Focusing back on Exhibit III‐2, there remains the question of the “cost of water” and what the 
definition of that item is for purposes of calculating the treat and wheel rate.  Interestingly, the 
line  item  (row)  labeled  source  of  supply  is  assigned  100%  to  the  “Supply  (Variable)”  cost 
category.  As other CY 2017 revenue requirements are assigned to the cost categories, certain 
overhead  costs  are  also  assigned  to  the  category  of  “Supply  (Variable)”  costs.    These  other 
overhead costs  include Executive & Board of Directors, Administration &  Info. Tech., Finance 
and Purchasing, and Human Resources.  Once the source of supply costs are fully burdened, the 
total costs categorized as “Supply (Variable)” is equal to $2.351 million. 
 
Exhibit III‐2 extends the analysis to produce an average unit cost at the bottom of the table. The 
$2.351 million is divided by the total annual wholesale consumption for CY 2017 (42,622 AF) to 
produce an average cost for supply of $55.18/AF. 
 
The average unit costs  calculated  in Exhibit  III‐2 are carried  forward  to Exhibit  III‐3 and each 
wholesale customer’s units of consumption are charged these average unit costs.  For example, 
Citrus Heights has annual consumptive use of 13,015 AF and for supply costs they are charged 
$718,148 (13,015 AF x $55.18/AF).  This approach is used for each cost component and for each 
wholesale customer.  The result is the rates produce a total of $9.233 million which ties back to 
the CY 2017 revenue requirement allocated in Exhibit III‐2. 
 
Treat and Wheel Rate Design – The agreement between San Juan and the District specifies the 
method for determining the treat and wheel water rate.  The report also notes that the District 
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is  currently  charged  $135.34/AF  for  SSWD  water  treated  and  wheeled  through  San  Juan 
Facilities and delivered to the District.3 
 
As noted previously, Section 4 the 1994 agreement provides the terms for payment for surplus 
capacity (facilities) or surplus water.  It reads as follows: 

“4.  Payment  for  Use  of  Surplus  Capacity  or  Surplus Water.    San  Juan’s  charge  to 
Northridge for use of Surplus Capacity in San Juan’s Facilities to deliver Surplus Water or 
Northridge Water  shall  be  at  the  same  average wholesale water  rate  it  charges  San 
Juan’s Member Districts, plus a charge to cover the pro rata cost of treating water to be 
delivered to Northridge to the extent treatment costs are not  included  in the wholesale 
water rate. The charge for using Surplus Capacity to divert, treat and deliver Northridge 
Water shall not include the cost‐of‐water component of San Juan’s wholesale water rate, 
but may include the cost to San Juan to obtain Surplus Water specifically for the purpose 
of making it available for delivery to Northridge.” 

 
As HDR  reads  this clause  for purposes of  the District using surplus capacity  to have San  Juan 
treat  the District’s water  is  that  the District will be charged  the same average wholesale  rate 
charged to San Juan’s Member Districts, excluding the cost of water component of San Juan’s 
wholesale water rate. 
 
As  shown  in  the  San  Juan  report,  the  treat  and wheel  rate  for  the  District  is  calculated  as 
follows: 
 

District Rate = 
[SJWD Wholesale Rev. Requir. – Source of Supply Costs]

Estimated Annual SJWD Water Deliveries 
   

District Rate = 
[$9,233,000 ‐ $1,516,000]

42,622 AF
   

District Rate =  $181.06/AF 

 
The calculated rate of $181.06/AF is an increase of $42.72/AF over the existing treat and wheel 
rate, or an increase of 31.6%.  As a point of reference, the recommended overall adjustment of 
wholesale rates for Member Districts  in 2017 was 16%.4   That means that the proposed treat 
and wheel rate  for the District  is roughly double the proposed wholesale rate adjustment  for 
the Member District’s.  Given that the treat and wheel rate has a direct linkage to the average 
cost charged to the Member District’s, at least on the surface and intuitively, there appears to 
be a disconnect at some level  
 

                                                       
3 Paraphrased from p. 32 of San Juan Wholesale Rate Study 
4 San Juan Wholesale Rate Study, p. 3 
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The calculation of  the  treat and wheel  rate  shown above  is very easy  to  follow.   The $9.233 
million  reflects  the  average  cost  (rate)  charged  to  all  of  San  Juan’s Member  Districts.    The 
$1.516 million reflects the “source of supply” row  item from Exhibit  III‐2.   As the parties have 
already agreed, the language of the agreement is “vague” and this is a prime example.  As HDR 
has  reviewed  the  analysis,  the  “cost  of water”  could  also  be  interpreted  as  the  total  costs 
assigned  to  the  “Supply  (Variable)”  cost  component on  Exhibit  III‐2  and  III‐3.    This  is $2.351 
million.  If this interpretation of the “cost of water” is used, the District’s treat and wheel rate is 
revised as follows: 
 

District Rate = 
[SJWD Wholesale Rev. Requir. – Source of Supply Costs]

Estimated Annual SJWD Water Deliveries 
   

District Rate = 
[$9,233,000 ‐ $2,351,900]

42,622 AF
   

District Rate =  $161.44/AF 

 
As can be seen  in the above table, using the total supply costs from Table III‐2, the calculated 
treat and wheel rate is $161.44/AF or an increase of $26.10/AF or a 19.3% increase.  This level 
of  adjustment  is much more  in  line with  the  overall  16%  adjustment  applied  to  San  Juan’s 
member agencies.   
 
Even with the above proof of the reasonableness of the end result, the other way in which this 
can be viewed is based upon a cost per acre foot approach.  As will be recalled, in Exhibit III‐2, 
the  supply  costs  for  rate  design  purposes  were  $55.18/AF.    The  total  average  cost  of  the 
wholesale  customers  is  $216.63/AF  [$9.233  M  ÷  42,622  AF].    Taking  the  $216.63/AF  and 
subtracting  out  the  $55.18  of  supply  costs,  the  result  is  $161.45/AF  or  essentially  the  same 
result as shown above.   
 
It can also be argued that San Juan’s repayment for the previously purchased groundwater from 
Citrus Heights Water District and Fair Oaks Water District is a supply cost which is not a current 
period cost and as an amortized supply cost should also be deducted from the treat and wheel 
rate.  While not specifically classified as a supply cost in Exhibit III‐2, it is a deferred/amortized 
payment for water supply which is the responsibility of the Member Districts.  The inclusion of 
this  cost  in  the  calculation  has  artificially  raised  the  revenue  requirements  for  the  current 
period, or stated alternatively, was  improperly classified and should have been  identified as a 
water  supply  cost.    As  noted  previously,  for  CY  2017  this  amount  appears  to  be  roughly 
$20/acre  foot,  which  would  further  reduce  the  treat  and  wheel  rate  to  $141.44/AF  or  an 
increase of $6.10/AF or 4.5% above the existing treat and wheel rate. 
 

Summary Conclusions 
Ultimately, this issue is centered on the definition of “cost of water” and whether the definition 
of these costs should follow and be consistent with cost of service study, or be more narrowly 
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defined and limited to the “unburdened” costs.  HDR did not have any prior studies or analyses 
of  this  rate  to base  its opinion.   Given  that, HDR  concluded  that  the use of  the  “burdened” 
supply  costs  seemed  to be most  consistent with  the Agreement.   HDR did not  focus on  the 
phrase “cost of water” but rather on the more holistic perspective of:  

“shall not  include the cost of water component of San Juan’s wholesale water rate, but 
may  include the cost to San Juan to obtain surplus water specifically for the purpose of 
making it available for delivery to Northridge.” 

 
From HDR’s perspective, the cost of water component in San Juan’s wholesale water rate is the 
“Supply” cost of $55.18/AF shown in Exhibit III‐3 and used by San Juan to develop the proposed 
wholesale rates for the Member Districts.  Added to that, the end result of using this definition 
is much more  in  line with  the overall percentage adjustments  to  the other Member Districts 
(which one  should expect).   Finally,  the cost of obtaining water  is not  simply  the cost of  the 
water, but there is an overhead (burdened) cost to obtain those supplies.  It would seem logical 
and  appropriate  to  have  the  same  definition  of  the  “cost  of  water”  whether  the  District 
provides their own supply or purchases water from San Juan.5   
 
HDR  would  make  one  additional  observation  and  that  is  the  San  Juan  study  should  have 
calculated  or  provided  rates  under  the  condition  of  the  District  using  their  water,  or  the 
alternative  provided  by  the  Agreement,  of  San  Juan  providing  the  water.    These  are  two 
separate and distinct rates and should be clearly spelled out with the wholesale rate study. 
 
In  summary,  HDR  is  of  the  opinion  that  San  Juan  Water  District  should  reconsider  their 
proposed  treat and wheel  rate  for  the District and, at  the very  least,  revise  it  to $161.44/AF.  
Financially, this change in the rate has no impact to San Juan’s financial plan.  Their current plan 
assumed no water deliveries to the District over the planning horizon. 
 
 
 
 
 

                                                       
5 This statement implies that if San Juan were charging the District for water supply, they would likely be inclined 
to use the fully burdened cost and value of $55.18/AF, as opposed to $35.57/AF ($1.516 M ÷ 42,622/AF). 
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San Juan Water District 
Wholesale Financial Plan 

and Water Rate Update Study 
 
 
 
 

January 11, 2017 
 
 
 

The Reed Group, Inc. 
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Presentation Outline 
 Proposed 5-year rate plan 
 Current financial situation 
 Financial plan development and 

recommendations 
 Cost of service and water rate analyses 
 Summary of recommendations 
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Annual Overall Wholesale 
Water Rate Adjustments 

Year Increase Year Increase 

2017 16% 2022 8% 

2018 9% 2023 8% 

2019 9% 2024 8% 

2020 9% 2025 6% 

2021 5% 2026 6% 
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Changes Since October Presentation 
 Incorporated actual FY 15-16 revenue 
 Incorporated actual 2016 water deliveries 

 Reduced estimated deliveries for 2017 
 Modified PERS UAL payoff from 100% to 

75% of outstanding balance 
 Increased annual costs to carry UAL balance 

 Adjusted annual rate adjustments to meet 
financial objectives 

 Updated water rate calculations 
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Est. FY 15-16 Revs. & Expenses 
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Impacts of Recession and Drought 
 2009 recession resulted in reduced water 

deliveries to wholesale customers (about 
20% over 2 years) and efforts to minimize 
rate increases 

 With recent drought water deliveries declined 
about 35% in 2015, relative to 2013 
 Water deliveries increased 9% in 2016 

 Reduced water sales necessitated increased 
reliance on financial reserves 

 Trajectory of demand rebound is uncertain 
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Wholesale Water Deliveries 
(Excludes SSWD) 
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Future Costs and Obligations 
 O&M costs increase from $6.7 million to 

$10.1 million per year over planning period  
 Average increase is about 4.1% per year 

 Existing debt service is stable at about $2.0 
million per year 
 New debt could add $1.7 million per year 

 Capital program totals $64.6 million over 10 
years 
 Pay-as-you-go program totals $36.2 million 
 Debt financed program totals $28.4 million 
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Capital Improvement Program 

Debt financed projects 
include filter improvements 
and Hinkle Reservoir 
improvements. 
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Wholesale CIP Financing 

 Issue new debt in 2019 
 $29.0 million par amount at estimated 4.0% 
 Annual debt service (and total interest) 

• 30-year term = $1,675,000 

 Pay-as-you-go funding 
 About $36.2 million over 10 years 
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Current PERS Unfunded 
Accrued Liability (UAL) 

 Est. UAL at June 30, 2016 = $5,477,000 
 Wholesale portion = $2,300,000 
 Retail portion = $3,177,000 

 Use available financial reserves to reduce 
UAL by 75% 
 Wholesale 

• Wholesale PERS stab. reserve = $416,000 
• Hinkle reservoir reserve = $1,309,000 
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Wholesale Financial Plan Summary 

Debt proceeds and debt-funded projects not shown. 
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Wholesale Rate Analysis 

 Anticipate gradual rebound in water 
deliveries 

 Gradually increase emphasis on fixed 
charges 
 Reduce, then hold, water usage rate 

 “Overall” rate increases apply to sum total 
of usage charges, fixed O,M&R service 
charges, and debt service charges 

 No change in capital facilities charges 
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Proposed Wholesale Water Rates 
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Est. Costs of Water Service in 2017 
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Wholesale Rate Revenue Mix 
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SSWD Treat & Wheel Water Rate 
 Updated water rate calculation per the 1994 

Agreement 
       Total Rev. Rqmt. – Supply Costs 
   Est. Water Deliveries 
 Proposed SSWD T&W water rate: 

 2017  $178.10/AF 
 2018  $194.13/AF 
 2019  $211.60/AF 
 2020  $230.64/AF 
 2021  $242.17/AF 
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Financial Plan Results 
 Operation, maintenance, and debt service 

obligations met through planning period 
 Majority of CIP projects funded on pay-as-

you-go basis 
 New debt issued in 2019 for two major projects 

 PERS UAL reduced by 75% 
 Reserve recommendations help to reduce 

costs and help limit annual rate adjustments 
 Recommend adopting entire 5-year rate 

schedule 
 Proposed rate schedules meet cost of service 

requirements and help improve revenue stability 
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5-Year SJWD Rate Adjustments 

Year Wholesale Retail* 
2017 16% 8% 

2018 9% 9% 

2019 9% 9% 

2020 9% 9% 

2021 5% 6% 

*  Pending completion of study. 
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Impact of Wholesale Rates on 
Wholesale Customers’ Retail Rates 

 San Juan Water District  4.1% 
 Citrus Heights Water District  4.8% 
 Fair Oaks Water District  3.2% 
 Orange Vale Water Company 5.3% 

 



STAFF REPORT      

To:   Board of Directors 

From:  Keith Durkin, Interim General Manager 

Date:  January 5, 2017 

Subject: Board Tablets for Email and District Communications 
 

RECOMMENDED ACTION 

Staff recommends a motion to authorize staff to purchase tablet computers for those 
Directors that choose to receive direct email and other district information electronically.  

BACKGROUND 

The Board previously discussed the benefits of utilizing tablet computers for email, 
meeting agenda packets, and other district information at two separate meetings.  There 
are three main benefits to using tablet computers: 

1) Board member’s personal data from their own device would not be subject to 
discovery in the event of a public records request. A clear example of personal 
email being rendered discoverable is in the recent documentation requests from 
Hillary Clinton’s personal email server.  Official records residing on her personal 
email server rendered all email on that server discoverable by law. 

2) Board members would be able to directly access their SJWD email and respond 
to customer inquiries.  The public would not have the perception that their 
communication was being filtered through staff.   

3) There would be cost savings to the District from Directors “going paperless”.  For 
example, the initial cost for an iPad Air 2 (32 GB) is less than $400.  Assuming 
the tablets would last three years, and each director attends approximately 30 
board meetings, committee meetings, etc. and receives additional 
communications and information, it would cost less than $5 per transmittal.  This 
is less than the current mail delivery cost for board packets.  This does not 
consider the additional savings in staff time and increased productivity from 
avoided copying and handling costs.  (This example assumes WiFi enabled 
tablets only; adding cellular internet service would cost $37.99 per month.) 

Providing tablets to Directors would not change how we provide information to our 
customers, with the exception of how they could directly exchange emails with 
Directors.  Meeting notices would still be posted at the District and on the website, sent 
directly to those that request the notices and the public copy of the Board packet would 
still be available for public inspection at the District office per Brown Act requirements. 
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January 5, 2017 

To:    San Juan Water District Board of Directors 

From:   Shellie Anderson 

Subject:  General Manager Recruitment Status 

As part of the recruitment and selection process, San Juan Water District has a pre-employment 

requirement that includes reference checks, background check, and medical screening.  Bryce 

Consulting has concluded the reference check process.  Five references were contacted that included 

two Board of Directors from the candidate’s previous employment, a previous manager of the 

candidate, a previous direct subordinate of the candidate, and a former General Manager of an agency 

that the candidate worked with while at the Department of Water Resources.  The District contracts 

with Employee Relations for the background check.  

Reference questions covered a variety of topics including the ability to serve in the role of General 

Manager and effectively manage an organization such as the San Juan Water District; how the candidate 

handles himself in a situation of conflict or disagreement; the candidate’s ability to build and maintain a 

working relationship with the Board of Directors; the candidate’s ability to build and maintain 

relationships at the local, regional and state levels; the candidate’s management style; how well the 

candidate develops relationships, both internally and externally, including customers and other 

organizations; and whether the candidate left the organization on good terms. 

The reference and background checks have been completed with favorable results. Additionally, the 

medical screening has been completed and results should be available prior to January 11th.  No issues 

are anticipated. 
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SAN JUAN WATER DISTRICT 
EMPLOYMENT AGREEMENT WITH GENERAL MANAGER 

 

 

This Employment Agreement with General Manager (“Agreement”) is entered into and 

made effective as of January 11, 2017, by and between San Juan Water District, a public 

agency (“District”), and Paul Helliker, an individual (“Mr. Helliker”), who agree as follows: 

 

1. Recitals.  The District has selected Mr. Helliker as the General Manager of the 

District, and Mr. Helliker consents to such selection, subject to the terms of this 

Agreement.  

 

2. Employment.  The District hereby employs Mr. Helliker as General Manager of the 

District commencing on March 6, 2017, subject to the terms and conditions of this 

Agreement.  Mr. Helliker hereby accepts such employment on the terms and conditions of 

this Agreement. In accordance with the provisions of sections 53262 and 5495 of the 

Government Code, this Agreement is subject to ratification in an open session of a regular 

meeting of the Board of Directors of the District. 

   

3. Term.  The initial term of this Agreement shall be for two years ending on March 6, 

2019, unless earlier terminated by either party in accordance with Section 8 of this 

Agreement.  The parties may mutually agree to renegotiate or extend the term of this 

contract at any time.  

 

4. Duties.  As General Manager, Mr. Helliker will be the chief executive officer of the 

District, and will work under the direction of the District Board of Directors.  Mr. Helliker’s 

duties under this Agreement will be those enumerated in Government Code section 61051, 

assigned to the office of the General Manager, as described in the job description for the 

General Manager position and as adopted and amended from time to time by the District 

Board of Directors, and such other duties and responsibilities as may be assigned by the 

District Board of Directors. The current job description for the General Manager is attached 

as Exhibit A to this Agreement.   

 

5.         Work Hours.  Mr. Helliker will devote his full time, attention and energies to his 

duties, and will be available to work at such times as necessary to fully and competently 

perform the duties of General Manager, regardless of the number of hours involved.  Mr. 

Helliker acknowledges that the duties of General Manager may require an average of more 

than forty hours per week, and that some day-to-day work hours may vary (for example on 

Board meeting days).  Except as otherwise provided in this Agreement, Mr. Helliker will 

not be compensated for overtime hours worked or otherwise earned, or be entitled to 

compensatory time off for hours worked in excess of eight hours per day or forty hours per 

week. Mr. Helliker will not engage in any conduct or other employment or business that 

would interfere with his responsibilities and duties to the District or that would reflect 

unfavorably on the interests of the District. 
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6. Compensation.  For all services to be rendered by Mr. Helliker under this 

Agreement, the District will provide to Mr. Helliker the following salary and benefits: 

 

a. During the term of this Agreement, Mr. Helliker will be paid a salary in the 

amount of $177,000 per year (“Base Salary”).  The District will pay Mr. Helliker his Base 

Salary in accordance with the pay periods established for all District employees. 

    

b. The District Board of Directors may, at any time during the term of this 

Agreement, increase Mr. Helliker’s Base Salary. The Board of Directors will conduct an 

annual review each year of Mr. Helliker’s job performance, and may consider a merit salary 

increase after performing each such review.  Mr. Helliker will not be entitled to any cost of 

living increase awarded to other District employees as provided in the District Personnel 

Manual. 

 

 c. Mr. Helliker will be entitled to 40 hours per year of Administrative Leave 

and 40 hours per year of General Manager’s leave, but will not be entitled to any overtime 

pay or other compensatory time off benefits.   

 

d. Mr. Helliker will receive a $400 per month car allowance.  Mr. Helliker 

understands that the car allowance will deemed taxable income to the extent provided by 

law, but that it is not “PERSable” compensation. 

 

e. Mr. Helliker will not be entitled to accrue or cash out any annual vacation, 

Administrative Leave or General Manager’s Leave time unless first approved by the Board.  

It is the Board’s policy that the General Manager should use his leave time each year to 

rest and rejuvenate himself to maintain the highest possible performance.  

 

f. Mr. Helliker will be entitled to receive all other employee benefits (including, 

but not limited to, vacation and sick leave, retirement system membership, deferred 

compensation investment opportunities, and employee and dependent coverage on health, 

dental and other group insurance programs), as provided in the District Personnel Manual, 

as amended from time to time by the Board of Directors, and as otherwise provided to other 

regular full-time District employees. 

 

g. Mr. Helliker will be entitled to be reimbursed for the reasonable amount of 

his actual and necessary expenses incurred in carrying out his duties as General Manager 

to the extent that his expenses have been properly documented in conformance with the 

District Personnel Manual and policies, and the Internal Revenue Service’s requirements 

for an Accountable Plan. Reimbursement for travel-related expenses incurred by Mr. 

Helliker as General Manager for travel outside of California will require the prior approval 

of the Board of Directors.  If emergency travel outside of California is required, Mr. Helliker 

will be reimbursed if such travel is approved in advance by the Board President and the 

request is ratified by the Board at its next regular meeting. 
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h. The District will reimburse Mr. Helliker’s actual, reasonable expenses for 

relocating to the greater Sacramento area to assume his duties as General Manager in an 

amount not to exceed $3,000.    

 

7. Other Terms and Conditions of Employment.  Mr. Helliker’s performance of his 

duties also will be governed by the District Personnel Manual, and the District and Mr. 

Helliker will comply with all applicable provisions of the Personnel Manual.  If any term or 

condition of this Agreement is inconsistent or in conflict with a term or condition of the 

Personnel Manual, the provisions of this Agreement will govern.  Mr. Helliker 

acknowledges that the position of General Manager is one requiring frequent and highly-

visible contact and involvement with members of the public and the community, and that in 

many respects the General Manager is the spokesperson and representative of the District.  

Mr. Helliker will not engage in any conduct within or outside the scope of his employment 

with the District that reflects unfavorably on or discredits the District, its Board of 

Directors, or other employees. 

 

8. Termination.  This Agreement may be terminated in any one of the following ways: 

 

a. By mutual agreement of the parties, expressed in writing. 

 

b. By Mr. Helliker, upon giving to the District not less than 90 days’ prior 

written notice of his election to terminate. 

 

c. By the District, for cause, upon giving to Mr. Helliker written notice of 

immediate termination.  The written notice of termination will specify (1) the particular 

cause(s) and the facts and circumstances justifying the termination of the Agreement for 

cause, and (2) the opportunity of Mr. Helliker to be heard before the District Board of 

Directors on the reasons for his termination.  If Mr. Helliker requests a hearing, the 

hearing will be held at the Board's earliest convenience in a closed session, unless Mr. 

Helliker requests an open session hearing.  After the hearing, the Board may affirm, modify 

or reverse its decision to terminate for cause.  For purposes of this Agreement, the following 

will justify termination for cause: willful breach of duty; habitual neglect of duty; 

insubordination; conviction of a crime involving moral turpitude; conduct that makes it 

impossible or impracticable to perform the duties under this Agreement, or that seriously 

impedes District operations; conduct that tends to bring discredit to the District, or conduct 

unbecoming an employee in public service; mishandling of District funds; any intentional 

misrepresentation or fraud in connection with the performance of his duties; or, theft of 

District property. 

 

d. By the District, without cause, upon giving to Mr. Helliker written notice of 

immediate termination and payment of severance pay in a maximum amount equal to Mr. 

Helliker’s then-monthly salary multiplied by 3 months, consistent with, and as may be 

limited by, the provisions of Government Code sections 53260 through 53264.  
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Notwithstanding the provisions of any District rule, regulation, policy, procedure or 

practice to the contrary, upon termination of Mr. Helliker’s employment, whether with or 

without cause, Mr. Helliker will not be entitled to any compensation, damages or other 

monetary award except as specifically authorized by this Agreement. 

 

9.  Report Date.  Mr. Helliker will use his best efforts to report to the District and 

assume his duties as General Manager as soon as possible, but in no case later than March 

6, 2017.   

 

10.  Dispute Resolution.  If any dispute arises between the District and Mr. Helliker 

over the conditions of his employment or the terms of this Agreement, the District and Mr. 

Helliker agree that they first will meet and confer to try to resolve the dispute.  If that 

informal process does not result in a resolution of the dispute, the parties then will agree on 

a mutually acceptable mediator and attempt to mediate the dispute.  If mediation is 

ineffective, the parties agree to submit the dispute to binding arbitration before a single 

mutually acceptable arbitrator using the procedures set forth in the California Arbitration 

Act, Code of Civil Procedure sections 1280 and following.  Each party will bear its own costs 

in all phases of the dispute resolution process. 

 

11. Entire Agreement.  This Agreement constitutes the sole, entire, integrated and 

exclusive contract between the parties respecting Mr. Helliker’s employment by the 

District, and any other contracts, contract terms, understandings, promises or 

representations not expressly set forth or referenced in this Agreement are void and of no 

effect. 

 

12. Notices.  Any notice to be given to Mr. Helliker will be sufficiently served if given to 

his personally, or if deposited in the United States Mail, regular pre-paid mail, addressed to 

Mr. Helliker at his most recent residence address as shown on the District’s payroll records.  

Any notice to be given to the District will be addressed and delivered or mailed to the Board 

of Directors at the District office. 

 

13. Successors and Assigns.  This Agreement is personal to Mr. Helliker.  He may not 

transfer or assign the Agreement or any part of it.  Subject to this restriction on transfer 

and assignment, this Agreement will bind, and inure to the benefit of, the successors, 

assigns, heirs and legal representatives of the parties.  

 

14. Amendments.  This Agreement may be amended only by a subsequent writing 

approved and signed by both parties.  Any amendment by the District must be approved by 

the Board of Directors in a noticed regular public meeting.  Individual Directors do not have 

the authority, express or implied, to amend, modify, waive or in way alter this Agreement 

or the terms and conditions of Mr. Helliker’s employment. 
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15. Waiver.  A waiver at any time by either party of its rights with respect to a default 

or other matter arising in connection with this Agreement will not be deemed a waiver with 

respect to any subsequent default or matter. 

 

16. Construction and Interpretation.  The parties acknowledge and agree that this 

Agreement has been arrived at through negotiation, and that each party has had a full and 

fair opportunity to revise the terms of this Agreement.  Consequently, the normal rule of 

construction that any ambiguities are to be resolved against the drafting party will not 

apply in construing or interpreting this Agreement. 

 

 

IN WITNESS WHEREOF the parties have executed this Agreement as of the day and year 

first above written.  

 

 

SAN JUAN WATER DISTRICT:                              

 

            

 

By: ________________________________  By:  

       President, Board of Directors         Paul Helliker     

 

 

Attest: 

 

 

_____________________________    

Secretary, Board of Directors           



   
STAFF REPORT      

To:   Board of Directors 

From:  Keith Durkin, Interim General Manager 

Date:  January 3, 2017 

Subject: Q1/Q2 2017 Interim General Manager Work Plan and Transition Items 
 
 
RECOMMENDED ACTION 
This item is provided for information only, no action is necessary. 
 
BACKGROUND  
The District will continue to have a full agenda during the 2017 calendar year.  This staff 
report provides a summary of issues that will be worked through various board 
committees during the first two quarters of 2017, and external activities delegated to the 
Interim General Manager, Strategic Water Resource Specialist, and the new General 
Manager during the transition period. 
 
Status 
Board of Director Activities: 

Finance Committee 

1. 5-year wholesale rate plan 

2. Prop 218 hearing and 5-year retail rate plan 

3. Retail fees and charges  

4. Process for bill paying 

5. Mid-year budget review 

6. CalPERS unfunded liability advanced payment options 

7. 2009 Bonds refinancing 

8. Baldwin Reservoir discharge piping –unbudgeted project 

9. Hinkle and Kokila Reservoir maintenance/repair bids 

10. FY17/18 Wholesale and Retail budgets 

Legal Affairs Committee 

1. District ordinances 

2. Board policies – review and update all policies; new policy on authority of general 
manager, compensation policy 
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3. Los Lagos Tank ownership transfer from PCWA 

4. Proposed Sacramento County Utility Trench Paving Requirements – legal 
coordination with other stakeholders 

5. Groundwater reimbursement - final agreement with WCAs 

6. Groundwater substitution water transfer policy and protocols 
7. SJWD/USBR property line adjustments along raw water pipelines, Hinkle 

Reservoir, and WTP. 

Personnel Committee 

1. HR audit 

2. Staffing  

a. Approval to hire WTP Operator 
b. Approval to hire HR Specialist 
c. Other staffing issues 

3. Employee manual 

4. WTP Relief Operator MOU for 24-hour shift 

5. Safety Program development and management 

6. AGM job description and salary range 

7. Incentive compensation program revisions for specificity and measurability 

Public Information Committee 

1. Proposed fees for meter box brush clearing 

2. Joint strategic public affairs outreach with PCWA, Roseville and City of 
Sacramento 

3. Public information officer versus complete PI outsourcing to Crocker & Crocker 

4. PI piece on forecast based operations once Folsom Water Control Manual is 
completed 

Water Supply Reliability Committee 

1. Warren Act Contract place of use change/water supply and management 
analysis 

2. Long-term conservation requirements 

3. Wholesale Water Management and Reliability Study implementation plan 

a. Review and amend as needed relevant District policies, contracts and 
practices to implement plan recommendations 
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b. Define scope of work for feasibility study and rules of engagement with 
other agencies 

4. North Natomas water transfer and wheeling partnership with SSWD 

5. Conserved water transfer white paper to SWRCB 

6. Short-term regional surface water transfers 

7. Shortage policy for wholesale water supply 

8. Wholesale Water Supply Agreement amendment or renewal 

Engineering Committee 

1. GIS scoping and resource needs analysis 

2. Capital Improvement Project Binder - develop a binder of all CIP projects with a 
full description of the project, including the need, cost, implementation year, and 
the resources needed to complete the project 

Ad Hoc Retail Finance & Rate Review Committee 

1. Education and informational meetings with committee, staff and Bob Reed (2) 

a. Share Prop 218 notice 
b. Overview of Retail Financial Plan and Rate Study 
c. Overview of CIP and rate impacts 
d. Overview of rate structure revision 

2. Community outreach efforts 

SJWD/FOWD 2X2 ad hoc committee 

1. Define role and determine continued need for committee in 2017 

External Activities: 
 

1. SWRCB Long-Term Conservation framework and potential follow-up legislation 

2. Coordinated strategic communications effort with PCWA and Cities of Roseville 
and Sacramento to influence conservation and other legislative actions affecting 
region 

3. California WaterFix 

a. Twin tunnels “operation plan” and assurances for upstream water right 
holders and storage 

b. Cost allocations among CVP contractors 
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4. Bay Delta Water Quality Control Plan Update 

5. Bay Delta Task Force 

6. SWP and CVP Coordinated Operating Agreement (COA) 

7. USACOE Folsom Reservoir Water Control Manual 

8. Water Forum  

a. Modified Flow Management Standard for LAR 

b. Other stakeholder efforts 

9. State and federal power operations – California-Oregon Transmission Project 
and WAPA/CVP impacts 

10. RWA Regional Water Reliability Study 

11. RWA 2017 regional groundwater substitution transfer effort 

12. RWA State Lobbyist Subscription Program  

13. R3 federal lobbying efforts/Washington D.C. legislative delegation meetings 

14. USBR CVAO Joint R3 meetings and collaborative efforts 

15. American River Division representative for remanded environmental work on 
OCAP 

16. American River Basin Study – SJWD left on sidelines but need to monitor 

17. ACWA 
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January 4, 2017 
 
Background 
 
Governor Brown issued Executive Order B-37-16 on May 9, 2016.  Included in the 
Executive Order were various mandates to the State Water Resources Control Board and 
the Department of Water Resources to develop recommendations for updating water use 
efficiency requirements promulgated by SB x7-7 of 2009 (Water Code 10608 et seq.) and 
water shortage contingency plan requirements of the Urban Water Management Planning 
Act.  In November 2016, DWR and the SWRCB (and other Executive Order agencies) 
released their draft report in response to the Executive Order.  A number of 
recommendations contained in the draft report will require legislation to implement.  The 
position on such legislation of 114 California public water suppliers and associations, 
signatories to the December 19, 2016 joint comment letter, is described below. 
 
Water Use Efficiency 
 
Multiple Compliance Methods – SB x 7-7 established four methods that water suppliers 
can use to determine compliance with efficiency requirements.  A single method does not 
account for the diversity within the state, and additional compliance methods that are 
based on the alternatives provided in SB x7-7 should be included.  Additionally, the 
regional compliance option should be maintained. 
 
No Impact on Water Rights – Water Code Section 1011, allowing water right holders to 
use or transfer conserved water, must continue to apply.  The new legislation should not 
adversely impact water supply contracts or water rights. 
 
Sustainable Water Management – as described in the California Water Action Plan, both 
water use efficiency measures and development of additional resilient water supplies will 
be required to sustainably manage California’s water.  New laws or regulations must not 
result in stranded water resource assets nor discourage continued regional or local 
investments in these critical new water supplies. 
 
Legislative Role in Updates – any revisions of standards or performance measures beyond 
the initially adopted standards must be approved by the Legislature. 
 
Enforcement Measures – the current sanction for failure to meet efficiency targets – 
ineligibility for state water grant funds – should be maintained. 
 
Compliance Reporting - we support reporting on compliance with the 2025 targets in the 
2025 Urban Water Management Plan.  We do not support annual reporting on targets 
either before or after the 2025 Plan. 
 

thart
Typewritten Text
AGENDA ITEM VI-1.2



Efficiency Standards – for a water budget based compliance method, we support 55 
gallons per capita per day as the indoor standard and the Model Water Efficient 
Landscape Ordinance (MWELO) standard in place when landscapes were installed for 
irrigable areas.  We support a stakeholder consultation process for developing efficiency 
standards for commercial, industrial and institutional uses, for developing variances for 
unique uses, and for any recommendations for changes to indoor or landscape standards. 
 
Landscape Area Data – the state shall provide validated land use data of the irrigable area 
at the parcel level to each water supplier in a timely manner, and will defer to water 
suppliers that choose to utilize their own validated data sets. 
 
Recycled Water – consistent with existing law, recycled water (including potable reuse) 
should be excluded from calculations of water budgets and corresponding efficiency 
standards, as it is already an efficient beneficial use. 
 
Water Loss Requirements – we do not support including water loss standards in efficiency 
standards, as they will already be addressed through the separate regulatory requirements 
and provisions of SB 555 of 2015 (Water Code 10608.34 et seq). 
 
 
Water Shortage Contingency Plans 
 
Plan Enhancements – we support the transition to a five-year drought planning sequence 
in the Urban Water Management Plan, and the additional components proposed for the 
Water Shortage Contingency Plans – communication plan, specific compliance and 
exemption procedures, monitoring and reporting protocols and a regular review process. 
 
Annual Water Budget Forecast – we support providing State agencies with our annual 
supply and demand assessments, to facilitate better understanding of hydrologic and local 
supply conditions throughout the state. 
 
Additional Dry Year Analyses - we support an analysis of one additional dry year in the 
annual water budget forecast, if conditions require a water supplier to implement its water 
shortage contingency plan. 
 
SGMA Implementation - GSAs must consider the interests of all water users, but they do 
not have an explicit obligation to ensure water supply reliability for any and all users within 
the GSA jurisdiction.  Additional requirements for Groundwater Sustainability Plans should 
be considered only within SGMA implementation stakeholder processes, and are 
inappropriate as part of this framework. 
 
Small Supplier and Rural Community Drought Planning - those small water systems which 
have already established their own shortage plans should retain the flexibility to maintain 
the authority to implement their shortage plans and coordinate with their respective water 
wholesaler or County and not be subject to a new duplicative countywide effort. 



 
 
 
 
 
 
 
 
 

 
NOTICE OF PUBLIC WORKSHOP 

 
Urban Water Conservation 

 
Wednesday January 18, 2017 

(will not begin before 10:00 a.m.) 
 

Joe Serna Jr. - CalEPA Headquarters Building 
Coastal Hearing Room 

1001 I Street, Second Floor 
Sacramento, CA 95814 

 
NOTICE IS HEREBY GIVEN that the State Water Resources Control Board (State Water Board 
or Board) will hold a public workshop to receive input on extension and potential modification of 
the current Emergency Regulation for Statewide Urban Water Conservation.  This will be an 
informational workshop only and the State Water Board will take no formal action.  
 
BACKGROUND  
On April 1, 2015, Governor Brown issued the fourth in a series of executive orders on actions 
necessary to address California’s severe drought conditions.  On May 5, 2015, the State Water 
Board adopted an Emergency Regulation to address specific provisions of the April 1 Executive 
Order, including the mandatory 25 percent statewide reduction in potable urban water use 
between June 2015 and February 2016.  On November 13, 2015, Governor Brown issued 
Executive Order B-36-15, which directed the State Water Board to extend the May 2015 
Emergency Regulation, if drought conditions persisted. Drought conditions continued and the 
emergency regulation was extended in February 2016 for another 270 days.   
 
The State Water Board adjusted the Emergency Regulation in May 2016, in response to 
improved hydrologic conditions through April 2016.  The May 2016 Emergency Regulation 
allowed urban water suppliers to self-certify information upon which a new, supply reliability-
based conservation standard was imposed, based on the amount of potable water that would be 
available following three additional years of drought.  Suppliers whose supply analysis showed a 
supply shortfall at the end of three additional years of drought were issued a mandatory 
conservation standard equal to that supply shortfall.  The self-certification was voluntary; some 
suppliers chose to retain their mandatory conservation standard from the February 2016 
emergency regulation.  The Office of Administrative Law approved the extended Emergency 
Regulation on May 31, 2016.  The Emergency Regulation is scheduled to expire on  
February 28, 2017 if the Board does not act to extend it.  A copy of the adopted and approved 
regulation is located on the Water Conservation Portal - Emergency Conservation Regulation 
webpage.   
 

https://www.gov.ca.gov/docs/11.13.15_EO_B-36-15.pdf
http://www.waterboards.ca.gov/water_issues/programs/conservation_portal/emergency_regulation.shtml
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Additionally, on May 9, 2016, Governor Brown issued Executive Order B-37-16.  The Executive 
Order notes that while California has suffered through a severe multi-year drought, and that 
Californians have responded to the drought by conserving at unprecedented levels, severe 
drought conditions persist in many areas of the state.  Issues of limited drinking water supplies, 
diminished water for agricultural production and environmental habitat, and severely-depleted 
groundwater basins have persisted, despite better precipitation during the 2015-16 water year.  
The Executive Order calls out four directives to help the state transition to permanent, long-term 
improvements in water use, including: using water more wisely, eliminating water waste, 
strengthening local drought resilience, and improving agricultural water use efficiency and 
drought planning.   
 
Executive Order B-37-16 called on the State Water Board to adjust emergency water 
conservation regulations through the end of January 2017 in recognition of differing water 
supply conditions across the state.  The State Water Board responded to this directive by 
updating the Emergency Regulation in May 2016 to include the self-certification process 
described above that recognizes supplier-specific supply conditions and drought levels.   
 
Executive Order B-37-16 also calls on the State Water Board to develop, by January 2017, a 
proposal to achieve a mandatory reduction in potable urban water usage that builds off of the 
mandatory 25% reduction called for in earlier executive orders and lessons learned through 
2016.  The workshop will provide an opportunity to receive stakeholder input regarding 
extension and potential modification of the Emergency Regulation.    
   
From June 2015 through November 2016, customers of the state’s 411 urban water suppliers 
have saved 2.35 million acre-feet of water, which equates to a 18-month cumulative savings of 
22.6 percent relative to the 2013 baseline.  Compliance and water savings with the May 2016 
Emergency Regulation remains positive.  The supply reliability-based regulation that went into 
effect in June 2016 resulted in many suppliers having a zero percent conservation mandate, 
and nearly all of those suppliers are in compliance by having water production levels below 
2013 levels (the baseline year for the emergency regulation).  Thirty eight percent of suppliers 
reporting in October 2016 achieved water savings between 10 and 20 percent compared to the 
same month in 2013; these suppliers serve almost 18 million people.  Fifty percent of suppliers, 
serving more than 14 million Californians, reported water savings of 20 percent or more.  
 
WORKSHOP OVERVIEW 
With California still experiencing severe drought in large portions of the state, the State Water 
Board is proposing to extend the May 2016 Emergency Regulation.  Although precipitation 
levels from October through December have been promising in Norther California, southern 
California has remained dry.  Severe drought conditions over multiple years have decreased 
water levels in many of California’s reservoirs and groundwater basins, and reduced flows in the 
state’s rivers.  Rains in parts of California this water year are encouraging so far and above 
normal for this date.  In some regions, however, the drought continues to present challenges 
including water shortages, over-drafted groundwater basins and land subsidence, dying trees 
and increased wildfire activity, diminished water for agricultural production, degraded habitat for 
many fish and wildlife species, and an increased threat of saltwater intrusion.  Hydrologic 
conditions for the water year are not yet known, making it prudent to prepare for continued 
drought conditions and consider adjustments when hydrologic conditions are better known.   
 

https://www.gov.ca.gov/docs/5.9.16_Executive_Order.pdf
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A readopted Emergency Regulation would extend through October 2017.  The State Water 
Board is interested specifically in public comment on the following questions at this workshop: 
 

1. What elements of the existing May 2016 Emergency Regulation, if any, should be 
modified? Should the State Water Board wait until the hydrology for the current water 
year is known (April or later) before proposing adjustments to the current method for 
calculating conservation standards?  And, should the State Water Board allow 
suppliers to update or modify their conservation standard calculations (and if so, 
how)? 

2. Should the State Water Board account for regional differences in snowpack, 
precipitation, and lingering drought impacts differently than under the current 
emergency regulation, and if so, how? 

3. Executive Order B-37-16 requires the Board to develop a proposal to achieve a 
mandatory reduction in potable water use that builds off the mandatory 25 percent 
reduction in previous Executive Orders and lessons learned through 2016.  The 
Board, however, is not required to act on this proposal.  Should the Board act now, 
or later if conditions warrant, to a conservation standard structure like the one the 
Board adopted in February 2016 to achieve a mandatory reduction in water use?  
Should the Board set a conservation floor, individually or cumulatively? 

 
If the Board extends the Emergency Regulation essentially unchanged, each urban water 
supplier (serving more than 3,000 connections or more than 3,000 acre-feet of water annually) 
would continue to either 1) be assigned a conservation standard between 8 percent and  
36 percent, based on their residential gallons per capita per day (R-GPCD) for the months of 
July through September 2014, with some adjustment factors, or; 2) self-certify a conservation 
standard based on the supplier’s water supply reliability assessment that demonstrates the 
degree sufficient supplies are available to meet demand should drought conditions persist 
through 2019.  Additional information on the Emergency Regulation and conservation standards 
is available at the Water Conservation Portal referenced above 
 
The purpose of this workshop is to solicit input on potential adjustments to the May 2016 
Emergency Regulation in response to precipitation levels and other drought indicators across 
the state since May 2016, for consideration and possible action by the State Water Board in 
February 2017.  The workshop will include a staff presentation and information on water supply 
conditions followed by public comments and Board Member discussion.  
 
PROCEDURAL MATTERS  
The workshop will be informational only.  While a quorum of the State Water Board may be 
present, the Board will not take formal action at the workshop.  There will be no sworn 
testimony or cross-examination of participants, but the State Water Board and its staff may 
ask clarifying questions.  The workshop is an opportunity for interested persons to provide 
input to the State Water Board.  To ensure a productive and efficient workshop, oral 
comments may be limited to three (3) minutes or otherwise limited at the discretion of the 
Board Chair or any Board member present.  So that all commenters have an opportunity to 
participate, presentations and questions may be time-limited.  
 
SUBMISSION OF WRITTEN COMMENTS  
Interested persons must submit written comments by 12 noon on Thursday,  
January 12, 2017.  
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Written comment letters must be submitted to the attention of:  
 

Jeanine Townsend, Clerk to the Board 
State Water Resources Control Board 

1001 I Street, 24th floor 
Sacramento, CA 95814 

 
Comment letters may be submitted to the Clerk of the Board via email at: 
commentletters@waterboards.ca.gov (15 megabytes, or less, in size) or by fax at  
(916) 341-5620.  
 
ADDITIONAL INFORMATION 
Please indicate in the subject line “Comment Letter – Urban Water Conservation 
Workshop.”  
 
Comments may also be hand delivered.  Couriers delivering comment letters must check in with 
lobby security personnel on the first floor of the CalEPA Building at the above address. 
Questions on comment submittals may be directed to Ms. Townsend, at (916) 341-5600.  
 
More information on the State Water Board’s Emergency Water Conservation Regulation can 
be found here: 
http://www.waterboards.ca.gov/water_issues/programs/conservation_portal/emergency_regulati
on.shtml 
  
For directions to CalEPA, visit: http://www.calepa.ca.gov/EPABldg/location.htm 
 
Notices and submittals are available electronically at:  
http://www.waterboards.ca.gov/board_info/calendar/index.shtml 
  
All visitors must check-in upon arrival to CalEPA and then proceed to the meeting room. 
Individuals who require special accommodations are requested to contact the Clerk to the Board 
at (916) 341-5600.  
 
Please direct other questions about this notice to Kathy Frevert at (916) 322-5274 or 
kathy.frevert@waterboards.ca.gov. 
 
 
 
 
 January 6, 2017           
Date       Jeanine Townsend 
       Clerk to the Board 

http://www.waterboards.ca.gov/water_issues/programs/conservation_portal/emergency_regulation.shtml
http://www.waterboards.ca.gov/water_issues/programs/conservation_portal/emergency_regulation.shtml
http://www.calepa.ca.gov/EPABldg/location.htm
http://www.waterboards.ca.gov/board_info/calendar/index.shtml
mailto:kathy.frevert@waterboards.ca.gov
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January 12, 2017 
 
Jeanine Townsend, Clerk to the Board          
State Water Resources Control Board 
1001 I Street, 24th floor 
Sacramento, CA 95814                               via email to: commentletter@waterboards.ca.gov 
 
SUBJECT: Comment Letter – Urban Water Conservation Workshop 
 
Dear Ms. Townsend: 
 
The Regional Water Authority (RWA) appreciates the opportunity to comment on the Notice of 
Public Workshop regarding the Emergency Regulation for Statewide Urban Water 
Conservation dated January 6, 2017.  RWA is a Joint Powers Authority that represents 21 water 
suppliers in the greater Sacramento region. Collectively, these agencies provide reliable water 
supplies to approximately two million residents and thousands of businesses. 
 
Water supply conditions have drastically improved since the Emergency Regulation was first 
adopted in May 2015.  In many parts of the State, precipitation levels are now at or above 
average historical levels, reservoirs are spilling to ensure flood protection, and snowpack is at 
or above historical averages.  We believe that current conditions no longer constitute a 
statewide drought emergency that calls for State intervention in local water management 
decisions.  We recommend the State Water Resources Control Board (State Water Board) 
allow the current Emergency Regulation to expire in February 2017.  We recognize that some 
limited areas of the State may still face potential water shortages in 2017, and urge the State 
Water Board to focus on those communities that require assistance in meeting their water 
needs.  
 
In May 2016, the State Water Board adopted an Emergency Regulation that focused on a 
demonstration by water suppliers of whether they had adequate supplies to respond to three 
additional dry years.  Unfortunately, this new standard was widely misinterpreted as 
“backsliding” from the prior mandatory conservation targets, when in fact it represented a 
sound water management approach given improved conditions.  In light of current hydrologic 
conditions, there is no justification to consider a return to mandatory conservation targets on a 
statewide basis.  Instead, the most productive action now would be to shift our focus to 
developing a credible longer term approach to planning for drought and improving water use 
efficiency over time.   
 
Our region’s customers have decreased total water demand 9% from 2000 to 2013, while 
population increased 17%, demonstrating a commitment to long-term water efficiency.  
Additionally, customers saved 19% in 2014 under voluntary conservation targets and 30% from 
June 2015 to June 2016 under State mandated conservation targets, demonstrating the 
region’s ability to aggressively conserve in times of real or potential shortage.  We are well 
situated to respond quickly if our region or the State should return to severe drought 
conditions in the future.    
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Furthermore, the State’s current water supply conditions, including flood control releases from 
major reservoirs, highlight the necessity of embracing all of the actions in the California Water 
Action Plan.  For example, expanding water storage capacity and promoting safe and effective 
water transfers would allow California to take advantage of these recent storms. To truly 
prepare for the effects of climate change, the State needs to implement a portfolio of 
solutions, in which conservation is one action among many.  
 
RWA is dedicated to preparing for future droughts and advancing water supply reliability 
through a balanced approach that includes the continued development of resilient supplies as 
well as demand management.  We look forward to working together to implement the 
comprehensive California Water Action Plan.  Let’s move on from crisis management and focus 
on building a sustainable and resilient future. 

 
Respectfully, 

 
 

John Woodling 
Executive Director 
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Ms. Jeanine Townsend 
Clerk of the Board 
State Water Resources Control Board 
1001 I St., 24th Floor 
Sacramento, CA 95814 
 
Comment Letter – Urban Water Conservation Workshop 
 
Dear Ms. Townsend: 
 
Executive Order B-37-16, adopted on May 9, 2016, included assertions that drought 
conditions persisted, and that such conditions could persist into 2017.  Those were the 
findings on which the May 18, 2016 emergency conservation regulations were based.  
However, those conditions no longer persist. 
 
The Executive Order directs the State Water Resources Control Board to develop a 
proposal for extending the emergency conservation regulations, to “prepare for the 
possibility of another dry winter.”  However, as noted below, the winter of 2016-17 is not dry 
– it is the wettest on record so far.  Consequently, there is no rationale for extending the 
emergency conservation regulations, due to the fact that there is no longer a drought 
emergency.  The current regulations should expire and no emergency regulations need 
succeed them. 
 
Water Year 2016-17 is the wettest on record for all three basins in the Central Valley, which 
are the primary source of water supplies in California.  In the Sacramento Valley, San 
Joaquin Basin and Tulare Basin, precipitation levels are 203%, 199% and 190% of average, 
respectively.  In fact, in these three basins, precipitation levels have already reached 84%, 
75% and 68% of the annual average precipitation, and we are only 44% into the three 
typically wettest months of the winter.  
 
Precipitation levels around the state are all above average.  Since the beginning of the water 
year on October 1, rainfall in Eureka has been 169% of normal and 173% of normal in 
Redding.  In San Francisco, Sacramento and Monterey, precipitation is 166%, 220% and 
155% of normal, respectively.  In Fresno and Bakersfield, it is 172% and 170%, respectively.  
In Santa Barbara, Los Angeles and San Diego, the figures are 117%, 144% and 139%, 
respectively. 

mailto:office@hbmwd.com
http://www.hbmwd.com/


 
Snowpack is also robust this year.  As of January 11, 2017, statewide snowpack is 158% of 
normal, and 63% of the April 1 average.  Again, this is at a time when we are only 27% into 
the snowpack measurement period of December 1 through April 1. 
 
As reported on the Daily Reservoir Summary on the California Date Exchange Center, 
storage as of January 10, 2017 in selected reservoirs around the state was 17.35 million 
acre-feet, which is 110% of the average storage level of 15.79 million acre-feet on that date.  
Last year on that date, storage was 7.89 million acre-feet. 
 
 As reported in the stress test results in 2016, over 80% of California’s urban water agencies 
calculated that they had enough supply to meet demand in 2019, even were there to be 
three additional dry years similar to 2013-15.  Precipitation levels have now exceeded even 
the wettest of those years, so there is no possibility that water supplies would be inadequate 
to meet demand in 2017.  For this reason, and for all of the reasons stated above, there is 
no longer a drought emergency, nor any need for emergency conservation regulations for 
urban water supply. 
 
Sincerely, 
 

 
Paul Helliker 
General Manager 
 

 



 
 
 
 
 
 
 
 
 
  
 
 
 
 
  
 
 

 
 
 
 
 
 
December 15, 2016 
 
 
The Honorable Bruce Babbitt 
California Natural Resources Agency 
1416 Ninth Street, Suite 1311 
Sacramento, CA 95814 
 
SUBJECT: State Water Board Bay-Delta Plan Update Negotiation Process 
 
Dear Mr. Babbitt:  
 
Thank you for meeting with our large group of Central Valley Project contractors at the ACWA 
conference to discuss our concerns about possible redirected impacts of the California WaterFix 
project, and issues associated with the State Water Resources Control Board’s Bay-Delta Water 
Quality Control Plan (BDWQCP) update.  We are encouraged that Governor Brown is engaged 
and working towards facilitation of an agreeable solution to the extensive challenges surrounding 
the Delta and its tributaries, and our group is equally committed to forging durable agreements 
that meet these goals.   
 
As you know, there are extensive and diverse water contractor interests that need to be addressed 
as part of a California-wide solution (by way of illustration, please see the attached list of water 
stakeholders).  We appreciate your logistical concerns related to having all stakeholders actively 
participating in a single forum.  However, as the State Water Resources Control Board has 
recognized, the participation of local stakeholders with the real-world knowledge needed to 
develop workable solutions and functional flow regimes is key to building the consensus needed 
to reach agreement. 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAQQjRw&url=http://www.targetsolutions.com/blogs/company-news/ability-to-create-customized-activities-with-targetsolutions-is-essential-to-el-dorado-irrigation-districtall&ei=0SPhU_HlJYOLiwK93YD4Ag&bvm=bv.72197243,d.cGE&psig=AFQjCNF8lgxNjBt_IR4fvJhjhjTK8PyaeQ&ust=1407350097677528
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&docid=55SMRcoQooACQM&tbnid=fheDSfSL0NfYAM:&ved=0CAUQjRw&url=http://www.sjwd.org/wholesale.shtml&ei=fCnhU8vnOMeCogTBk4LIAg&psig=AFQjCNHBxN_nOV6dCDk7leWiIGGAxLTDoQ&ust=1407351380365793
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We suggest that a regional stakeholder approach that balances both tributary and Delta health 
with California’s water supply reliability goals has the greatest chance of success.  The 
Sacramento and San Joaquin Valley and Delta stakeholders, for instance, have specific water 
supply and environmental considerations that require focused conversations, but these 
conversations can be anchored by focusing on acceptable approaches to addressing Delta 
requirements in order to facilitate a holistic and durable solution.  Discussions should be 
conducted on a watershed level with representatives appointed to represent the collective 
watershed interests as part of a “global” resolution.    
 
Our approach requires leadership from the highest levels of State government and a commitment 
to participate from key government personnel, environmental organizations, as well as 
agricultural and municipal interests in order to be successful.  Key stakeholders from the major 
regions are eager to begin the process very soon and we request a meeting with you and other 
appropriate representatives of the Governor’s office at your earliest convenience to discuss a 
more inclusive approach. 
 
 
Sincerely, 
 
 
 
 
Jeff Sutton, 
On behalf of the agencies listed 
 
Attachment 
 
 
 
 
 



List of Regions for SWRCB Bay-Delta Water Quality Update Negotiations 
 
Sacramento River and Tributaries 

Sacramento River 
 Settlement Contractors 
 CVP WSCs (TCCA, Shasta County) 
 Water Rights Holders 
Yuba River 
 YCWA 
Feather River 
 NOD SWP Contractors  
American River 
 Sr. Water Rights 
 CVP WSCs (including EBMUD) 

 
Delta and Eastside Tributaries  
 CVP Contractors (CCWD and EBMUD (also on Mokelumne))  
 SWP Contractors (Napa County FC&WCD and Solano County WA) 

Settlement Contracts (NDWA, BBID) 
Individual water rights (CCWD, Antioch, Stockton, CDWA, SDWA, etc.) 

 Eastside Tributaries (water rights holders)  
  Mokelumne (EBMUD, WID, PG&E, NSJWCD, AWA, CCWD, CPUC, JVID, SJ County) 

Calaveras (SEWD, Stockton) 
Cosumnes 

 
San Joaquin River and Tributaries 
 Upper San Joaquin River 

Exchange Contractors (Water Rights) 
  Friant Authorities (3) and other Friant Contractors (CVP Contracts) 
 San Joaquin Tributaries 

SJTRA Members (Modesto Irrigation District, Turlock Irrigation District, Oakdale Irrigation 
District, South San Joaquin Irrigation District, and the City and County of San Francisco) 

  Merced ID 
  CVP Contractors (Eastside Division) 
 
Export Interests 
 CVP Water Service (SLDMWA, Westlands, Santa Clara, et al) 
 Exchange Contractors 

Refuge Water Supplies    
 CVP Cross Valley (State conveyance) 
 SWP (Met, Kern, Santa Clara, et al) 
 Friant Contractors (Exchange Contract) 
 
Others  

Power Interests (Power impacts of operational changes) 
 CVP, DWR, independent tributary entities, NCPA, WAPA, SMUD 



 
  DRAFT 

Finance Committee Meeting Minutes 
San Juan Water District 

January 10, 2017 
4:00 p.m. 

 
 

Committee Members: Ted Costa, Director (Chair) 
    Pam Tobin, President 
 
District Staff:  Keith Durkin, Interim General Manager 

Donna Silva, Director of Finance 
Tony Barela, Operations Manager 
Teri Grant, Board Secretary/Administrative Assistant 

 
Topics: Review and Pay Bills (W & R) 

Engineering Plotter/Scanner (W & R) 
Baldwin Reservoir Raw Water Piping Improvements (W) 
Other Finance Matters  
Public Comment 

 
1. Review and Pay Bills (W & R) 

The committee reviewed the presented bills and claims. The reviewed bills and claims were 
found to be in order.  
 
Staff update: the total amount of bills and claims provided for approval for December 
payables is $4,230,601.57. 
 
The Finance Committee recommends adoption of Resolution 17-01 via the Board Consent 
Calendar 
 

2. Engineering Plotter/Scanner (W & R) 
Mr. Durkin provided the committee with a written staff report which will be attached to the 
meeting minutes. He informed the committee that the plotter/scanner that is used by the 
Engineering Department needs to be replaced. The current plotter was purchased used in 
2005, is in need of service, and replacement parts are no longer made for it.  He explained 
that staff uses the plotter/scanner for printing plans for bid packets and other needs.  Ms. 
Silva commented that close to $8,000 was saved on the recent purchase of the Canon 
printer which could be used to partially offset the cost of this purchase. 
 
The Finance Committee recommends a motion to purchase a new HP Designjet Z5400 
plotter/scanner to replace the existing plotter/scanner for an amount not to exceed $12,500 
 

3. Baldwin Reservoir Raw Water Piping Improvements (W) 
Mr. Durkin informed the committee that the District is responsible for maintaining water 
levels in Baldwin Reservoir, which is considered an environmental habitat.  He provided the 
committee with a written staff report which will be attached to the meeting minutes.   He 
explained that the District currently supplies partially treated water to maintain water levels 
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at the reservoir; however, under the new permit, the District would need to monitor, sample 
and report each planned water discharge event.   
 
Staff is recommending that new raw water piping be installed that will supply raw water to 
Baldwin Reservoir.  Mr. Durkin explained that raw water discharges under the permit do not 
require monitoring, sampling, and reporting for each discharge event.  He explained that 
there would still need to be sampling performed on an annual basis in order to record that 
raw water was being discharged to Baldwin Reservoir.  Mr. Durkin provided an estimate of 
$90,000 for the Baldwin Reservoir Raw Water Piping Improvements Project. 
 
The Finance Committee recommends a motion to authorize using $90,000 of wholesale 
capital reserves to construct the improvements  

 
4. Other Finance Matters (W & R) 

Ms. Silva informed the committee that she just received information that the District might 
qualify for financing through the EPA’s Water Infrastructure Finance and Innovation Act 
(WIFIA) program.  She commented that Hinkle Reservoir replacement should qualify but 
she is not sure about Kokila Reservoir; however, there may be a possibility to combine both 
replacement projects under one project for purposes of obtaining financing.  She will 
research the information that she received and will report back to the committee. 
 
Ms. Silva informed the committee that CalPERS Board of Directors lowered the discount 
rate (assumed rate of return on investments) for the CalPERS pension fund.  She explained 
that the rate was lowered from 7.5% to 7%.  She explained that the lowered rate will 
increase the District’s contribution rate and will be phased in over a three-year period 
beginning fiscal year 2017-2018.  She will report back to the committee once more 
information on the impact to the District is received. 
 

5. Public Comment 
There were no public comments. 
 

 
The meeting was adjourned at 4:40 p.m. 

https://www.epa.gov/wifia
https://www.epa.gov/wifia
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San Juan Water District 

RESOLUTION 17-01 
PAYMENT OF BILLS AND CLAIMS 

 
 

WHEREAS, the Finance Committee of the Board of Directors has reviewed the 
bills and claims in the amount of $4,230,601.57; and 

 
WHEREAS, the Finance Committee of the Board of Directors has found the bills 

and claims to be in order. 
 
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the San 

Juan Water District as follows: 
 

1. The bills and claims attached hereto totaling $4,230,601.57 are hereby approved. 
 
2. That the depositary be and the same is hereby authorized to pay said bills and 

claims in the total sum of $4,230,601.57 of the General Fund Account. 
 

PASSED AND ADOPTED by the Board of Directors of the San Juan Water District on 
the 11th day of January 2017, by the following vote: 
 
 AYES:  DIRECTORS:    
 NOES: DIRECTORS: 
 ABSENT: DIRECTORS: 
 
 
 
             
       PAMELA TOBIN 
       President, Board of Directors 
       San Juan Water District 
        
 
 
     
TERI GRANT 
Secretary, Board of Directors 



















STAFF REPORT      

To:   Keith Durkin 
From:  Rob Watson – Engineering Services Manager 
Date:  January 10, 2017 
Subject: Authorization to Replace Engineering Plotter Scanner  
 
 
RECOMMENDED ACTION 
Staff recommends authorizing the purchase of a new HP Designjet Z5400 plotter/scanner unit 
as replacement for the existing HP Designjet 800 unit for a total purchase amount not to exceed 
$12,500 (including taxes, delivery and setup onsite, and training).  
 
BACKGROUND 
The existing HP Designjet 800 is used by Engineering and other departments for plotting 
(printing) and scanning design work products for bidding and construction.  This aged 
equipment was originally manufactured in March 2005, and the warranty expired in June 2006.  
The existing plotter/scanner was purchased used and had already seen 2 or 3 years of service 
when the District originally purchased it in approximately 2007.  It has not been supported by 
HP for over 5 years.  Replacement parts are scarce and are only available on the used market.  
This aged equipment is also considered a security risk for the District’s network because 
software updates are not available, and it is running on Windows 2000 software which is very 
outdated. 
 
Engineering staff evaluated the current and future uses for the plotter/scanner equipment to 
determine the appropriate specifications.  Staff then investigated replacement equipment from 
several manufacturers including Canon/OCE, Epson, and HP to evaluate the capabilities of the 
available equipment, the ability to meet the specifications, and the costs.  Following that 
evaluation process the determination was the HP Designjet Z5400 plotter/scanner unit was the 
appropriate cost-effective choice to replace the aged equipment. 
 
BUDGET 
  
This equipment replacement purchase was initially included in the FY14/15, 15/16, and 16/17 
budgets however, the purchase continued to be deferred as a cost savings measure to help 
offset the revenue shortfalls.  The item is presently identified for acquisition in FY 16/17 in the 
current draft Financial Plan, but is not shown in the adopted FY 16/17 Retail Budget.  At the 
time of budget creation, the plotter was slated to be replaced in FY 17/18 but due to its current 
condition, and the lack of replacement parts, staff recommends immediate replacement.    
 
There was a savings of $7,986 remaining from the recent Canon printer purchase which could 
be re-allocated to supplement the purchase of the new plotter/scanner.  The remaining $4,433 
would be re-allocated from other CIP cost savings that has been realized this FY.   



STAFF REPORT      

To:   Board of Directors 

From:  Keith Durkin, Interim General Manager 

Date:  December 30, 2016 

Subject: Baldwin Reservoir Raw Water Piping Improvements 
 

RECOMMENDED ACTION 

Staff recommends a motion to authorize using $90,000 of wholesale capital reserves for 
construction of the Baldwin Reservoir Raw Water Piping Improvements. 

BACKGROUND 

Under the Baldwin Reservoir Wetland Enhancement Plan, San Juan Water District 
(District) is required to supply water to Baldwin Reservoir on a daily or as needed basis 
for environmental habitat management.  Under current operations, the District supplies 
partially treated water to Baldwin Reservoir. Per the District’s new Permit for Drinking 
Water System Discharges to Waters of the United States with the State Resources 
Control Board, this requires monitoring, sampling and reporting for each planned 
discharge event.  This project allows raw water to be delivered directly to the reservoir 
in lieu of partially treated water and will allow the District to monitor discharges on a 
yearly representative basis per the Discharge Permit.  This project is the lowest cost 
alternative for the District to supply raw, untreated water from Folsom Lake to Baldwin 
Reservoir. 

STATUS 

A cost estimate for the project is summarized as follows: 

Piping (including fittings, bolts, nuts, etc.)  $38,000 
Meters, Valves, and Electrical Materials $17,000 
Labor $25,000 
Contingency (~10%) $10,000 
Total $90,000 

 

The estimate was prepared with the assumption the District will pre-purchase all 
materials, with installation labor provided by staff and the District’s on-call contractor, 
GM Construction. 

FINANCIAL CONSIDERATIONS 

This is a newly identified project that was not budgeted for in FY 16/17.  Staff is 
requesting authorization to spend wholesale capital reserves to cover the construction 
of the Project.  




