
                

SAN JUAN WATER DISTRICT 
Board of Director’s Meeting Minutes 
March 23, 2016 – 7:00 p.m. 
  
BOARD OF DIRECTORS 
Pam Tobin   President 
Ken Miller   Vice President 
Ted Costa   Director 
Dan Rich   Director (Absent) 
Bob Walters   Director  
 
SAN JUAN WATER DISTRICT MANAGEMENT AND STAFF 
Keith Durkin   Assistant General Manager 
Teri Grant   Board Secretary/Administrative Assistant 
Joshua Horowitz  Legal Counsel 
 
OTHER ATTENDEES 
Lindsay Pangburn Crocker & Crocker 
Sandy Harris Customer 
Lynn Scherrer Customer 
Rick Williams Customer 
Andy Fecko Placer County Water Agency 
Mitch Dion Self 
Tony Barela SJWD 
Adam Larsen SJWD 
George Machado SJWD 
Jason Mayorga SJWD 
Neil Schild SSWD 
` 
AGENDA ITEMS 
I. Public Forum 
II. Consent Calendar 
III. Presentations 
IV. Committee Reports 
V. Information and Action Items 
VI. Upcoming Events 
VII. Adjourn 
 
President Tobin called the meeting to order at 7:00 p.m.   
 

I. PUBLIC FORUM 
There was not public comment. 
 
 

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 



 March 23, 2016 Board Minutes 
Page 2 

 

  

unless a member of the Board, audience, or staff request a specific item removed 
after the motion to approve the Consent Calendar. 
 
1. Minutes of the Board of Directors Meetings 

Approval of San Juan Water District’s Board of Director’s meeting minutes as 
follows: 

 
1. Minutes of the Board of Directors Meeting, March 9, 2016 

 
Director Walters requested that the item be removed from the Consent 
Calendar for discussion.  The Board Secretary reported that Director Walters 
requested that there be two edits to the minutes, one on page 4, 3rd full 
paragraph, and the other on page 5 under Conflict of Interest Issues. She 
informed the Board that Kristi More provided the revisions to page 4.  The 
revisions were provided to the Board as a handout. 
 
Director Costa moved to approve the revised March 9, 2016, Board of 
Directors meeting minutes. Director Walters seconded the motion and it 
carried with 4 Aye votes (Director Rich absent). 
 
 

III. PRESENTATIONS 
1. American River Flow Management Standard & Development of a 

Groundwater Bank – Andy Fecko 
Mr. Durkin introduced Mr. Andy Fecko, Placer County Water Agency Director of 
Research Development.  Mr. Fecko conducted a presentation on Lower 
American River Modified Flow Management Standard.  A copy of the 
presentation will be attached to the meeting minutes. 
 
Mr. Fecko provided a history of forming the Water Forum in the ‘90s to balance 
water supply needs with ecosystem needs for the Lower American River (LAR). 
He explained that there were projections for water use to double by 2030 and 
there were declining groundwater levels and regional contamination plumes in 
the basin.  In addition, fish species in the LAR were drastically declining to the 
point of placing them on the endangered species list. 
 
Mr. Fecko informed the Board that since its formation in 2000, the Water Forum 
has increased diversions, developed Dry Year actions for Water Forum 
participants, done an excellent job in Groundwater Management, Water 
Conservation efforts, and Habitat Management, and formed the Water Forum 
Successor Effort.  He explained that they have been working to improve the 
Flow Standard for the LAR and developed a modified Flow Management 
Standard (FMS).   
 
The modified FMS added the End-of-December Storage Target and made 
some minor changes to the minimum flows (releases).  Mr. Fecko explained 
that when the water level at Folsom Reservoir is kept higher then colder water 
is available for spawning salmon.  He explained how the modified FMS was 
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modeled using 1975-1977 data Which indicate there would have been almost 
50,000 AF of additional storage in Folsom at the end of 1977.  In addition, he 
showed how the water temperatures are affected in Folsom based on the 
amount of storage in the reservoir.   
 
Mr. Fecko informed the Board that the modified FMS was designed to create 
no impacts to the Sacramento River.  He explained that they are engaged with 
regulatory agencies to coordinate with them and there may be opportunities to 
have the modified FMS incorporated into the regulatory process, including the 
water quality control update. 
 
In response to Director Miller’s question, Mr. Fecko informed the Board that 
data is available that shows the water temperature required to maintain the 
steelhead and salmon prior to Folsom Dam being built.  
 
Mr. Fecko discussed groundwater banking efforts.  He explained that the 
success in raising groundwater levels in the region can be attributed to a 
several things, with one item being PCWA supplying surface water to Northern 
Sacramento County to help with the groundwater overdraft problem.  He 
informed the Board that there is significant unused groundwater capacity in the 
basin.  Therefore, he considers it an opportunity to store more surface water in 
the ground using the contracts, water rights and entitlements in the region. 
 
Mr. Fecko discussed sharing surface water more broadly with agencies that 
have groundwater, figuring out a financial mechanism that makes it attractive or 
neutral to shift from groundwater to surface water, and creating a business plan 
for sharing groundwater banking and keeping it sustainable. He explained that 
agencies use groundwater in dry years and bank surface water in wet years. 
 
In response to Ms. Sandy Harris’ question, Mr. Fecko explained that the 
proposed twin tunnels allow Southern California export interests to take water 
more often.  He explained that something needs to be done to help with 
conveyance south of the Delta, whether it is moving the intake or figuring out a 
way to reduce the salt water issue.  Mr. Durkin explained that the current 
releases at Folsom are a good example of how the tunnels could be used to 
move water past the Delta.  Mr. Durkin explained that the water released had to 
flow out to the ocean since the Delta smelt were in the vicinity of the pumps 
and therefore the pumping had to be kept to a minimum to comply with fishery 
habitat issues.  Mr. Durkin added that whatever the fix is for the Delta, this 
region will want operational assurances that there will be no re-directed impacts 
to the region. 
 
In response to Director Miller’s question regarding fish ladders, Mr. Fecko 
explained that PCWA built a project upstream on the middle fork of the 
American River and PG&E and SMUD are working on projects for the north 
fork and south fork of the American River.  Although all three forks of the 
American River have a development on them, which brings the fish higher, they 
are still stuck at a fairly low elevation. 
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2. Field Operations Presentation – George Machado 
Mr. Durkin reminded the Board that each department will be conducting 
presentations to the Board.  He informed the Board that the Retail Field 
Services department consists of 13 employees and they maintain everything 
within the approximate 20 square mile retail service area.  Their responsibilities 
include maintaining over 200 miles of pipelines & 10,800 service connections, 9 
Pump Stations, 2 Storage Tanks & 1 Reservoir (6MG total), backflow 
preventers, valves, hydrants, meters, PSV/PRVs, appurtenances, fleet, 
buildings, and grounds. In addition, there are numerous safety and regulatory 
compliance requirements to adhere to and report on. 
 
Mr. Durkin introduced Mr. George Machado, SJWD Field Services Manager.  
Mr. Machado conducted a presentation on the Retail Field Operations.  A copy 
of the presentation will be attached to the meeting minutes. He reviewed 
several projects that Retail Field Services has been involved with over the last 
few years, such as the Auburn Folsom Road Widening Project, Al Castellanos 
Pump Station Project, Upper Granite Bay Pump Station Project, Mooney Tank 
Inspection, Rose Springs Pipeline Removal project, and Control Valve Stations 
in both Citrus Heights and Fair Oaks. 
 
Mr. Machado reviewed some of the projects that the Retail Field Services 
department is working on, such as the Sample Stations Project, the Cross 
Connection Control Program, Backflow Device Testing, and repairing leaks 
throughout the retail service area (approximately 94 per year).  In addition, the 
Retail Field Services department will be working on the ARC Flash Project, the 
Los Lagos Tank Recoating, maintenance on the CO-OP pipeline, Pressure 
Reducing Station on ARC Drive, Main Ave Mainline Replacement, Oak Ave 
Mainline Replacement, and Dead End Flushing. 
 
Mr. Machado informed the Board that he is reaching his 22nd year at the District 
in July.  He commented that there have been a lot of changes over the years, 
and when he started there were approximately 20 employees in the 
department. He commented that there were about 4,000 service connections at 
that time, no COOP pipeline, no backflow prevention program, and the field 
crew did not work on the pump stations.  In addition, there were about half the 
regulatory requirements and safety requirements to comply with. Mr. Durkin 
pointed out that there are now less staff in the department with about twice to 
three times the workload to complete. 
 
 

IV. NEW BUSINESS 
1. Conservation Requirements 

Mr. Durkin referenced the staff report provided to the Board that provided 
background information, the current status of the Governor’s Drought 
Emergency Executive Orders, and the State Water Resources Control Board 
(State Board) mandatory conservation requirements.  He explained that the 
State Board reduced the mandatory 36% conservation requirement to 33% for 
the District in February while continuing mandatory conservation through 
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October 2016 per the Governor’s drought orders. The State Board will be 
holding a workshop on April 20th to get public input on the conservation 
requirements and will consider reducing or eliminating the conservation 
requirements at their second board meeting in May. 
 
Mr. Durkin informed the Board that the Bureau’s projections for the end of May 
for both 50% and 90% exceedance will place Folsom Reservoir above 950,000 
acre feet, basically a full reservoir.  In addition, the Bureau is releasing water at 
this time for flood protection purposes.  Similar conditions exist at Lake Shasta 
and Lake Oroville.  Based on water supply conditions, staff is anticipating that 
the State Board will reduce or eliminate the conservation requirements for this 
region. He commented that, in the view of our customers, maintaining a Stage 
4 water crisis does not seem appropriate for our service area.   
 
Mr. Durkin informed the Board that the Water Supply & Reliability Committee 
and the Public Information Committee have discussed reducing the District’s 
current Stage 4 conservation target. He suggested that the Board discuss 
reducing the Stage 4 conservation requirement to a Stage 2 with a voluntary 
10% conservation target and removing the drought surcharge.  He commented 
that the Board could elect to make no changes to the current stage, or reduce 
to a Stage 3 or Stage 2 with or without modifications.  In addition, if an action is 
taken by the Board, Mr. Durkin requested that the Board discuss customer 
outreach and public communication regarding the action.   
 
President Tobin discussed the State Board operating under emergency orders 
while the Bureau is releasing water out of Folsom for flood control purposes.  
She commented that PCWA and others sent letters to the State Board letting 
them know that they consider themselves no longer in a drought.  In addition, 
she commented that Felicia Marcus, Chair of the State Board, requested the 
District’s proposal for reducing or eliminating the conservation restrictions for 
certain regions.   
 
President Tobin commented that a Stage 2 could be enacted until the mandate 
is lifted which would show that the District is utilizing conservation in a 
responsible way.  She commented that the public should be informed of the 
possibility of the State Board not reducing or eliminating the conservation 
restrictions in May and that customers need to be aware that the District might 
have to return to a higher level conservation stage should that happen.  In 
addition, she commented that customers should consider this should they 
decide to implement any landscaping plans. 
 
Director Costa commented that he would like to remove the drought surcharge. 
 
Director Miller inquired if there would be any legal ramifications if the District 
reduced the conservation stage.  Mr. Horowitz commented that there are 
potential risks as there are a state mandate and regulations in place. Mr. 
Horowitz informed the Board that there is risk for an enforcement action which 
could be challenged by the District.  In addition, Mr. Horowitz commented that 
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the Board could remove the drought surcharge and reduce to something less 
than a Stage 4, being mindful of the State Board’s requirements.  Mr. Durkin 
explained the differences between the State Board’s main requirements versus 
the Stage 2 requirements. 
 
Director Walters supports going to a Stage 2 as there may be some benefit in 
moving in that direction; however, he understands that the Board may be 
addressing the State Board on the issues in the future. 
 
In response to Director Miller’s question, Mr. Horowitz responded that the 
District would be the first to take this type of action.  However, the County of 
Del Norte has adopted a resolution, similar to PCWA.  Mr. Horowitz reported 
that Placer County, Sacramento County, and Humbolt County are considering 
adopting similar resolutions along with other Northern California counties and 
water agencies.  Mr. Horowitz urged the Board to consider the policy 
implications as a whole and consider waiting until the State Board reconsiders 
the restrictions in May. 
 
President Tobin commented that the District’s conservation measures have not 
raised the level of the lake especially with all the water that has been released 
to flow out to the ocean without compensation to the District.  She commented 
that the District needs to push back for the customer’s benefit. In addition, she 
suggested that the District go to a Stage 2, listing the State Board’s restrictions 
with a voluntary conservation reduction, and remove the drought surcharge. 
 
Director Miller moved to remove the drought surcharge.  Director Walters 
seconded the motion and it carried with 4 Aye votes (Director Rich 
absent). 
 
Mr. Rick Williams addressed the Board prior to the vote and stated that the 
drought surcharge and the conservation stages should be separate, as the 
drought surcharge was not a state mandate. 
 
The Board discussed reducing the conservation stage to a Stage 2.  In 
response to President Tobin, Mr. Durkin stated that the four State Board items 
that are not addressed in the District’s Stage 2 other than the mandatory 
conservation target are: 
 

1. Prohibiting washing streets, parking lots, driveways, sidewalks, or 
buildings, except as necessary for health or sanitary purposes.  

2. Prohibiting watering during or within 48 hours after measurable rainfall. 
3. Requiring restaurants to serve water only on request. 
4. Requiring no more than 2-day per week watering. 

 
Director Miller commented that adding all the exceptions into the conservation 
stage will only make it confusing to customers.  He suggested going to a 
voluntary 10% conservation requirement knowing that there are risks. 
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Director Costa moved to declare a Conservation Stage 2 with voluntary 
10% conservation reduction.  Director Miller seconded the motion. 
 
Director Miller commented that the District needs to step out as an agency.   
 
Ms. Lynn Scherrer inquired how many customers voluntarily conserved.  Mr. 
Durkin explained that the District had conservation requirements in place and 
staff went out in the service area to educate customers on how to conserve but 
he did not have a percentage of how many conserved versus those who did 
not.  Ms. Harris commented that there are a lot of people upset regarding the 
water being released from Folsom while they are being told to conserve.  In 
addition, Ms. Harris commented that the District should have been allowed to 
use the water and pay for it rather than letting it go to waste. 
 
Mr. Williams commented that the Board should stay with the current 
conservation stage and meet the state mandate until the State Board reviews in 
May.  In addition, he commented that people are more upset about the drought 
surcharge than with conserving water.  Mr. Durkin commented that the District 
has received minimal comments from customers regarding the drought 
surcharge, since customers are conserving water and their water bills are less 
than before the drought surcharge was implemented.  Mr. Durkin pointed out 
that the drought surcharge equates to eight cents per unit (748 gallons) billed, 
which is a small amount of revenue recovery for the District but does not cover 
all revenue losses.  In addition, Mr. Durkin commented that while the State 
Board did not mandate the District to implement a drought surcharge, they did 
put in the regulations that agencies should use pricing signals to help promote 
conservation. 
 
The motion carried with 4 Aye votes (Director Rich absent). 
 
Mr. Durkin provided the Board with a draft press release and eblast message 
that the Public Information Committee requested be ready for release should 
the Board take action regarding the conservation stage and drought surcharge.  
Mr. Durkin recommended that the Board only provide the eblast message to 
customers in light of the discussions of the Board. 
 
The Board reviewed and discussed the handouts. President Tobin commented 
that removal of the drought surcharge would go into effect April 1st to coincide 
with customer billings. Director Miller suggested that the message to customers 
include information regarding being cautious on installing new landscaping prior 
to the State Board’s review of water conditions in May.  The Board agreed that 
the message for both communications was consistent with the Board decision. 
 
President Tobin moved to send out both the press release and the 
customer communication.  Director Walters seconded the motion and it 
carried with 4 Aye votes (Director Rich absent). 
 

Director Costa informed the Board that he had to leave at 9:05 pm. 
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ACTION AND INFORMATIONAL ITEMS 
 

V. COMMITTEE REPORTS 
1. Legal Affairs Committee (3/14/16) 

Director Walters reported that the committee met on March 14, 2016, and 
discussed the following:  
 

 Review BKS Legal Services Agreement (W & R)  

 Groundwater Substitution Transfer (W) 

 Conserved Water Transfer (W)  
 Bill Language to Clarify Transferability of Conserved Water  

 FO-40 Agreement on Payment Schedule (W) 

 Groundwater Reimbursement Discussions (W) 

 Other Legal Affairs Matters  

 Public Comment 
 

The committee meeting minutes will be attached to the original board minutes. 
 
Review BKS Legal Services Agreement (W & R) 
Director Walters reported that the committee reviewed the existing legal 
services agreement between Barkiewicz, Kronick & Shanahan (BKS) and the 
District.  The committee will review the updated agreement at the next meeting. 
 
For information only; no action requested 
 
Groundwater Substitution Transfer (W) 
Director Walters reported that Citrus Heights Water District (CHWD) and Fair 
Oaks Water District (FOWD) hired Greg Young to work on the groundwater 
substitution transfer.  Mr. Young will be preparing the binder of information that 
is required to be submitted for the transfer. 
 
For information only; no action requested 
 
Conserved Water Transfer (W) 
Director Walters reported that a white paper is being worked on and the 
proposal is being developed to submit to the State Water Resources Control 
Board regarding conserved water transfers. 
 
For information only; no action requested 
 

 Bill Language to Clarify Transferability of Conserved Water 
Director Walters reported that Mr. Horowitz provided the committee with 
a memorandum containing a proposal to amend Water Code Section 
1011.  The proposed amendments to Section 1011 are intended to 
make clear that water conserved by SJWD and any other holder of an 
appropriative water right under a state mandate may transfer that water 
in accordance with the authority provided in Section 1011.  In addition, 
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Director Walters mentioned that Mr. Paul Barkiewicz will be discussing 
the proposed amendments with the ACWA water transfer work group. 
 
For information only; no action requested 

 
FO-40 Agreement on Payment Schedule (W) 
Director Walters reported that the committee discussed the FO-40 agreement 
on the payment schedule.  He informed the Board that a draft agreement was 
provided to the committee.  Mr. Durkin reported that the agreement was sent to 
FOWD with a notice stating that the agreement is valid for 60 days.   
 
For information only; no action requested 
 
Groundwater Reimbursement Discussions (W) 
Mr. Durkin reported that there was a meeting with OVWC and City of Folsom, 
who agreed that the 2014 water costs for groundwater should be included in 
the wholesale water rates.  However, they voiced concern regarding the 2009-
2013 charges and the fact that the charges are higher for stand by charges 
than for when water was actually pumped in 2014.  The agencies would like to 
review the background data for the charges. Mr. Durkin informed the Board that 
the Water Supply & Reliability Committee will be reviewing the issue and 
working towards resolution.  Mr. Durkin informed the Board that the 2014 
waters costs will be included in the financial plans that Bob Reed is currently 
updating to be included in the water rates and charges. 

 
For information only; no action requested 
 

 

VI. INFORMATION AND ACTION ITEMS 

1. ASSISTANT GENERAL MANAGER’S REPORT 

1.1 Strategic Planning Workshop 
Mr. Durkin informed the Board that the Strategic Planning Workshop is 
scheduled for April 26th at 1:30pm.  In addition, the facilitator, Pam Hurt 
Hobday, will be meeting with each Director individually on Friday, April 1st, 
the schedule was included in the Board packet.  He also informed the Board 
that the facilitator’s resume was included in the Board packet. 
 
For information only; no action requested 

1.2 USBR Warren Act Contracts 
Mr. Durkin informed the Board that Reclamation had proposed to start 
charging a repair/replacement charge on water that is moved through their 
facilities that is non-project water, such as the water we contract for with 
PCWA.  The non-project water is covered under Warren Act contracts. He 
explained that the District along with a group of other agencies wrote a letter 
to Reclamation objecting to the way Reclamation was enacting the charges. 
A copy of the final letter will be attached to the meeting minutes.    
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Mr. Durkin explained that Reclamation was going to use proposed Directives 
& Standards to impose the new charges for use of excess capacity in 
Reclamation facilities for non-project water deliveries.  He explained that 
there are contracts in place which state Reclamation’s rate setting policy and 
the procedures and processes to follow.  In addition, the letter questioned 
how Reclamation arrived at the new rates which could potentially triple the 
cost of the District’s PCWA water supplies. 
 
Mr. Durkin reported that the letter to Reclamation was sent on March 18, 
2016 and a response from Reclamation was received late in the evening on 
March 18th.  The response email indicated that Reclamation would be putting 
the Directives & Standards on hold until there is sufficient time to focus on 
the issues associated with the excess capacity charges. Mr. Durkin 
estimates it may be another year or more before Reclamation re-addresses 
this issue.  In response to Director Walters’ comments, Mr. Durkin suggested 
that staff discuss this with The Ferguson Group to determine the best course 
of action.  
 
For information, no action requested 

1.3 Report Back Items 

1.3.1 Conserved Water and Groundwater Substitution Transfer 
Status Update 

Mr. Durkin reported that Director Walters covered the 
Conserved Water Transfer update and there was a follow-up 
meeting with Reclamation last week regarding the 
Groundwater Substitution Transfer. 

1.4 Miscellaneous District Issues and Correspondence 
Mr. Durkin informed the Board that the Bureau’s projections for both a 90% 
and 50% exceedance show Folsom Reservoir filling by the end of May at 
over 950,000 acre feet. 
 
Mr. Durkin informed the Board that the District received a call from a 
customer yesterday.  The customer was upset that the field crew turned off 
the water at the wrong address and the customer was without water for 30 
minutes.  He explained that the customer wanted the District to waive a bill 
or provide some other financial payment.  The customer was informed that 
this would be a gift of public funds and the District could not do that.  The 
Board discussed the issue and agreed that an apology was appropriate but 
the District should not waive a bill for the service outage.  Mr. Durkin will 
contact the customer and apologize again along with informing them that 
there can be no financial compensation for the inadvertent shut off.  In 
addition, he will inform them that if there was some type of damage that 
occurred as a result of the outage then they could file a claim with the 
District. 
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2. LEGAL COUNSEL’S REPORT 

2.1 Legal Matters 
Mr. Horowitz reported that the available capacity to transfer water this year is 
getting more and more constrained and it could be extremely difficult to 
transfer water this year. He explained that is due to the regulatory constraints 
and the increase in water allocations due to the full reservoirs.  He informed 
the Board that the regulatory agencies are being requested to extend the 
transfer window further into the fall.  Mr. Durkin commented that the window 
is short since there is only a certain period of time in the Delta when the 
Delta Smelt are not near the pumps.  Mr. Durkin explained that, as Mr. Fecko 
indicated, the tunnels would allow for more transfers as it would bypass the 
Delta and not endanger the habitat.  Mr. Horowitz commented that the right 
protections for this region will need to be in place prior to the tunnels being 
built. 
 
Director Miller commented that review of the Compensation Study policy’s 
first paragraph was referred to Legal Counsel at the last workshop.  Mr. 
Horowitz had not received this referral yet. The Board Secretary will send Mr. 
Horowitz the draft meeting minutes from the workshop. 
 

3. DIRECTORS’ REPORTS 

3.1. SGA 
No report.   

3.2. RWA 
President Tobin reported that RWA Executive Committee met March 23, 
2016.  She provided a written report which will be attached to the meeting 
minutes.  The RWA Executive Committee discussed Water Efficiency, the 
Regional Reliability Plan Update, and a Legislative Update.  The written 
report included RWA positions on legislative bills. 

3.3. ACWA 

5.3.1 Local/Federal Government/Region 4 - Pam Tobin  
No report. 
 

5.3.2 JPIA - Bob Walters  
No report. 
 

5.3.3 Energy Committee - Ted Costa  
No report. 

3.4. CVP Water Users Association 
No report. 
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3.5. Other Reports and Comments 
President Tobin reported that she will not be attending the 2016 Cap-to-Cap 
event. 
 

 

VII. UPCOMING EVENTS  

1. 2016 Cap-to-Cap – Metro Chamber 
April 9-13, 2016 
Washington DC 

2. 2016 ACWA Spring Conference 
May 3-6, 2016 
Monterey, CA 
 

 

VIII. ADJOURN  

The meeting was adjourned at 9:52 p.m. 
 
 
 
 

________________________________ 
PAMELA TOBIN, President 

       Board of Directors 
       San Juan Water District 
 
ATTEST: 
 

 

       
TERI GRANT, Board Secretary 
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Background: Steelhead 

Less than 250 

“An average of 154 redds have been 
counted each year since 2003 on 
the American River.“ 
                  - NOAA Fisheries, 2011 

Central Valley steelhead listed as 
threatened under the Federal 
Endangered Species Act in 1998 
(status reaffirmed in 2006)  

“New information since 2005 
indicates increased extinction risk.“ 
                  - NOAA Fisheries, 2011 
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Since signing the Agreement: Optimized 
upstream 
reservoirs thru 
relicensing 

 Invested           
in water 
conservation 

 Implemented 
dry year 
actions 

 Improved 
river habitat 

Banked 
groundwater 



Stopped Declining Groundwater Levels 



Water Demand 
A

m
e

ri
ca

n
 R

iv
er

 D
iv

er
si

o
n

s 
(A

F)
 

0

50000

100000

150000

200000

250000

300000

350000

400000

450000

1
9

9
5

1
9

9
6

1
9

9
7

1
9

9
8

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

Chart Title

Series2

Per capita water usage has 
declined due to aggressive 

water conservation 

Overall water 
usage drops in 
drought years 

due to dry year 
actions 



The Water Forum 
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History: Lower Am. River 
Flow Management Standard (FMS) 

FMS: part of Water Forum Agreement 

Agreement reached: “2006 FMS” 

Flows AND Water Temperature 

USBR    NMFS    USFWS   Cal DFG    Water Forum 

Reclamation began implementing it 

NMFS BiOp ordered 2006 FMS and refinement 
of temperature management approach 

Water Forum developed “Modified FMS” 

• 2000 

• 2006 

 

 

 

•   

 

• 2015 

BIG 
Improvement! 

2009 
2011 



Why a “Modified FMS” ? 

2006 FMS was big improvement, but… 

• NMFS BiOp: temperature still not addressed 

• Desire to improve fish conditions 

• Must avoid draining the reservoir 

– Bad for river temperature and water supply 

– Objective: no dead pool in 1976-77 drought 
(2030-level demands) 

• Threat of State Water Board process looming 

 

 



Objectives: Modified FMS 

• Better protections for Lower 
American River 

• Avoid Folsom “dead pool”  

– In 1977-level drought 

– With 2030 demands 

• No harm to Sacramento River 
fishery – we live in an 
integrated system! 

Added:  

End-of-December 
Storage Target 
(Folsom Res.) 



How does it work? 

1. Minimum Flows (releases) 

2. End-of-Dec. Storage Target 

3. Temperature Management 

4. American River Group 

5. Monitoring and Evaluation 

New 

Minor Update 

Same 

Same 

Same 



2013 2014 2015 

Folsom Reservoir Storage 

2012 
0 

500 TAF 

1 MAF 

Recent Drought: Eye-Opener 



Why Avoid Low Storage? 

Water supply for 500,000 people 

Can’t 
meet 

summer 
demand 

Intake 
won’t 
work 



Why Avoid Low Storage? 
Means river temperatures like this 

   Instead of this 
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This is a BIG deal! 
Especially in a future with climate change 

        1975                                       1976                                          1977 



Avoid low Folsom Reservoir 



Better for lower American River Fish 

• Cooler water 
• More and better habitat 



How does the Modified FMS 
help with temperature? 



Folsom Lake Isothermobaths - Conceptual 

Starting the year with more storage: 

   means LARGER cold-water pool… 
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… and a colder river. 



No Impacts: Sac River Fisheries 
 

 

 
 

OCTOBER 28, 2015 

Feds: Winter salmon run nearly  

extinguished in California drought 
By BY RYAN SABALOW, DALE KASLER AND PHILLIP REESE 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

For the second straight year, huge numbers 
of juvenile winter-run Chinook salmon 
appear to have baked to death in the 
Sacramento River because of California’s 
drought-stretched water supplies, bringing 
the endangered species a step closer to 
extinction. 
 
The grim statistics released by federal 
officials Wednesday raise the specter of 

• Transferring impacts to 
Sacramento River is 
unacceptable due to 
Endangered Species Act. 
 

• We have “tuned” our 
approach to avoid 
Sacramento River impacts 
 

• Minimal (or no) impacts to 
other water users 



Performance: Modified FMS 

• Much lower water temperatures 

• Avoid low levels in Folsom Reservoir 

• Improved habitat in dry years 

Big Improvement for lower American River 

 

 

 

Avoided Redirected Impacts 

 • Sacramento River fisheries  

• Flood safety  &  Delta exports 

 

 

 

 

 
 

 
 



Flow Standard: Next Steps 

• Technical Work 

– U.S. Bureau of Reclamation 

– State Fish and Wildlife 

– NOAA Fisheries 

– State Board Staff 

• Settlement Opportunities 

– Water Quality Control Plan  

– WaterFix and EcoRestore 



Questions? 

Lower American River 
Modified 

Flow Management Standard 
(Modified FMS) 



March 23, 2016 



Wholesale Operations 

Retail Field Services 

Engineering 

Customer Service 

Conservation 

Finance and Accounting 

Administration/Executive 



 



 





 



Over 200 miles of Pipelines & 
10,800 service connections 



Over 200 miles of Pipelines & 
10,800 service connections 

9 Pump Stations 



Over 200 miles of Pipelines & 
10,800 service connections 

9 Pump Stations 

2 Storage Tanks & 1 Reservoir 
(6MG total) 



Over 200 miles of Pipelines & 
10,800 service connections 

9 Pump Stations 

2 Storage Tanks & 1 Reservoir 
(6MG total) 

Backflow Prevention, Valves, 
Hydrants, Meters, PSV/PRVs, 
Appurtenances 



Over 200 miles of Pipelines & 
10,800 service connections 

9 Pump Stations 

2 Storage Tanks & 1 Reservoir 
(6MG total) 

Backflow Prevention, Valves, 
Hydrants, Meters, PSV/PRVs, 
Appurtenances 

Fleet, Buildings & Grounds 

 





What we’ve been up too and what’s ahead. 



 

Tom Clark 

Adam Larsen 

Chris Mayer 

Justen Cater 

Mike Martinez 

Robert Nush 

Randy Potter 

My Kids 
Mike Heasley 

Jason Mayorga 

Daniel Griego 

Tom McClure 

Shay Orr 

Scott DesJardin 



 

Auburn Folsom Road  

Old 6” water main @ Linda Creek Finally (Replaced) 



 

Al Castellanos Pump 
Station 



 

Al Castellanos Pump 
Station 



 

Upper Granite Bay 
Pump Station 



 

Mooney Tank Inspection 



 

Rose Springs Pipeline 
Removal 

Before After 



 

Control Valve Stations 

Citrus Heights Fair Oaks 



 

What’s Next 



 

Sample Stations 

Before After 



 

Cross Connection Control 
Program 

 2008 Started “in-house” 
testing of all the Backflow 
Devices  

 Ensure Proper Operation 
for Customers Safety  

 2008: 476 Devices  

 2015: 820 Devices  



 

Typical Backflow Device & One 
Creepy 8-Legged Resident 



 

Leaks 
(average 94 per year) 

Douglas Blvd The Culprit 



 

Pin-Hole Leak 



 

Christmas Eve 15’ 



 

Leaks come in all varieties 

Car vs Hydrant Yet another 



 

A couple more.. 

Lazy Contractor Old Damage 



 

The Power of Water 

Erosion The Collection 



 
ARC Flash  

 Los Lagos Tank Recoating 

CO-OP Line Maintenance 

 PRS Station @ ARC Drive 

Main Ave Mainline Replacement 

Oak Ave Mainline Replacement 

Dead End Flushing 

 

 

What’s in the forecast 



 

The Crew 



 

Questions 



  DRAFT 
 

  

Legal Affairs Committee Meeting 
March 14, 2016 

4:00 p.m. 
 
Committee Members: Bob Walters (Chair) 
    Ted Costa, Director 
 
District Staff:  Shauna Lorance, General Manager 

Keith Durkin, Assistant General Manager 
Teri Hart, Board Secretary/Administrative Assistant 
Josh Horowitz, Legal Counsel 
 

Topics: Review BKS Legal Services Agreement (W & R)  
Groundwater Substitution Transfer (W) 
Conserved Water Transfer (W)  

 Bill Language to Clarify Transferability of Conserved Water  
FO-40 Agreement on Payment Schedule (W) 
Groundwater Reimbursement Discussions (W) 
Other Legal Affairs Matters  
Public Comment 
 

1. Review BKS Legal Services Agreement (W & R) 
The committee reviewed the existing legal services agreement between Barkiewicz, 
Kronick & Shanahan (BKS) and the District.  Director Costa voiced concern regarding 
automatic increases in fees.  Mr. Horowitz explained that a letter is provided to the 
Board in December for any increases that are effective in January, per the agreement, 
and the Board is free to discuss those increases with BKS.  The committee discussed 
the process and would like to receive the fee increase letter prior to the December 
Board meetings in the future.  In addition, the committee would like the agreement to be 
updated using the BKS agreement template that was provided to the committee for 
review.  Mr. Horowitz will provide an updated agreement for review by the committee. 
 
For information only; no action requested 

 
2. Groundwater Substitution Transfer (W) 

Ms. Lorance informed the committee that Citrus Heights Water District (CHWD) and Fair 
Oaks Water District (FOWD) hired Greg Young to work on the groundwater substitution 
transfer.  He will be preparing the binder of information that is required to be submitted 
for the transfer, and it is anticipated that it will be ready next week. 
 
For information only; no action requested 

 
3. Conserved Water Transfer (W) 

Ms. Lorance informed the committee that there will likely be no mandatory conservation 
requirements this year.  The white paper is being worked on and the proposal is being 
developed to submit to the State Water Resources Control Board regarding conserved 
water transfers. 
 
For information only; no action requested 
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3.1 Bill Language to Clarify Transferability of Conserved Water 
Mr. Horowitz provided the committee with a memorandum containing a 
proposal to amend Water Code Section 1011.  The proposed amendments to 
Section 1011 are intended to make clear that water conserved by SJWD and 
any other holder of an appropriative water right under a state mandate may 
transfer that water in accordance with the authority provided in Section 1011.  
The committee would like Mr. Paul Barkiewicz to discuss the proposed 
amendments with the ACWA water transfer work group. 
 

For information only; no action requested 
 

4. FO-40 Agreement on Payment Schedule (W) 
Ms. Lorance informed the committee that FOWD Board would like to enter into an 
agreement for an alternate payment schedule for Phase 2 of the FO-40 project. Mr. 
Horowitz provided a draft agreement which the committee reviewed.  The committee 
directed Ms. Lorance to send the agreement to FOWD with a cover letter stating that the 
agreement is valid for 60 days.   
 
For information only; no action requested 
 

5. Groundwater Reimbursement Discussions (W) 
Ms. Lorance informed the committee that she had a meeting with OVWC and City of 
Folsom, who agreed that the 2014 water costs for groundwater should be included in the 
wholesale water rates.  These costs would include the total benefit provided to all 
wholesale customer agencies, not just OVWC, Folsom and SJWD retail service area, 
since they would be paid for by all.  A brief discussion was held with CHWD and FOWD 
and they obviously would like to be reimbursed for all years, but an initial payment for 
the 2014 costs is a step in the right direction. 
 
She informed the committee that the City of Folsom and Orange Vale Water Company 
voiced concern regarding the 2009-2013 charges and the fact that the charges are 
higher for stand by charges than for when water was actually pumped in 2014.  The 
agencies would like to review the background data for the charges.  Ms. Lorance 
informed the committee that the Water Supply & Reliability Committee will be reviewing 
the issue and working towards resolution. 
 
For information only; no action requested 
 

6. Other Legal Affairs Matters (W/R) 
There were no other matters discussed. 
 

6.1 Next Meeting Date 
The next meeting will be scheduled when needed. 

 
7. Public Comment 

There were no public comments. 
 

 

The meeting was adjourned at 5:50 p.m. 



 

 
 
 
 
 
 
 
November 23, 2015 
 
 
 
March 18, 2016 
 
Ms. Yolanda Smith, Lead Program Analyst 
Office of Program and Policy Services 
Denver Federal Center 
P.O. Box 25007 
Denver CO 80225-0007 
ysmith@usbr.gov 
 
Subject: Joint Comments, Proposed Directives and Standards PEC 05-10 and PEC 05-11 
 
Dear Ms. Smith: 
 
The purpose of this correspondence is to transmit consolidated comments by the Central Valley 
Project (CVP) American River Division water service contractors and partner agencies (together 
the Contracting Agencies) regarding Bureau of Reclamation (Reclamation) Draft D&S PEC 05-
10, “Contracting for Non-Project Use of Excess Capacity in Reclamation Facilities”, and Draft 
D&S PEC 05-11, “Charges for Non-Project Use of Excess Capacity in Bureau of Reclamation 
Project Facilities” (together the Draft D&S’).  In summary, the Draft D&S’ would first increase 
charges to contracting entities for use of excess capacity in Reclamation facilities; then allow 
Reclamation to retain and expend payments received from those entities without further 
appropriation by Congress.   
 
By letter dated November 23, 2015, the Contracting Agencies advised Reclamation leadership 
that methods and assumptions underlying this concept were materially flawed both technically 
and from a public policy perspective.  The Contracting Agencies requested Reclamation set aside 
the Draft D&S’ and instead engage with the Contracting Agencies in a separate, collaborative 
process to achieve our common interest of ensuring safe, operationally reliable CVP facilities 
over the long term.  The Contracting Agencies subsequently provided Reclamation with a 
detailed summary of legal, regulatory and contractual concerns dated February 10, 2016.  The 
summary was requested by the Mid-Pacific Region for their reference in internal meetings with 
legal counsel and Reclamation policy staff.   
 
The Contracting Agencies still anticipate that Reclamation will reply to our November 23, 2015 
correspondence and February 10, 2016 summary.  Substantive feedback from Reclamation is an 
essential starting point for a partnership effort to address long term CVP facility reliability.  
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Notwithstanding, Reclamation’s Office of Policy (OP) asserts it will implement the Draft D&S’ 
upon expiration of the current comment period.  Accordingly, the Contracting Agencies are 
compelled to consolidate and timely submit formal comments to the Draft D&S’ consistent with 
our continuing perspective that the rate calculation and cost recovery provisions of Draft D&S’ 
cannot apply to the CVP (enclosure 1).   
 
Thank you for your consideration.  The Contracting Agencies are hopeful Reclamation will 
acknowledge and accept our comments regarding the preeminence of the Secretary’s CVP 
Ratesetting Policies and the terms and conditions of existing CVP contracts.  If Reclamation 
determines otherwise, the Contracting Agencies would appreciate a written record of the 
reasoning supporting that decision. 
 
Sincerely, 
 

 
_________________ 
Richard D. Plecker 

Environmental Utilities 
Director 

City of Roseville 

 
________________ 

Marcus Yasutake 
Environmental and Water 

Resources Director 
City of Folsom 

 
___________________ 

Shauna Lorance 
General Manager 

San Juan Water District 

 
 
 

__________________ 
Andrew Fecko 

Director, Resource 
Development 

Placer County Water Agency 

 
 
 

________________ 
Alexander Coate 
General Manager 

East Bay Municipal Utility 
District 

 
 
 

___________________ 
Steven K. Sorey 

Director, Energy Trading and 
Contracts 

Sacramento Municipal Utility 
District 

 
 

 
___________________ 

Rob Roscoe 
General Manager 

Sacramento Suburban Water 
District 

 
 
 

__________________ 
Jim Abercrombie 
General Manager 

El Dorado Irrigation District 

 
 
 

___________________ 
Kenneth V. Payne, P.E. 

Interim General Manager 
El Dorado County Water 

Agency 

 
 
 

_____________________ 
Michael Peterson 

Director/Agency Engineer 
Sacramento County Water 

Agency 
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cc:  Estevan Lopez, Commissioner, U.S. Bureau of Reclamation 
       Ms. Roseann Gonzalez, Director, Office of Policy, U.S. Bureau of Reclamation 
       Mr. David Murillo, Regional Director, Mid-Pacific Region 
         
Enclosures: 1 
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Enclosure 1 
 

Comments and Recommendation 
 
 
APPLICABILITY OF DRAFT D&S PEC 05-10 AND DRAFT D&S PEC 05-11 TO THE 
CENTRAL VALLEY PROJECT (CVP) 
 
Comment 1:  Modify paragraph 5 of Draft D&S 05-11 as follows (edits in bold italics):   
 
“Charges for Use of Excess Capacity.  Appropriate charges will be assessed for the non-project use 
of excess capacity in Reclamation projects. Charges for projects other than the CVP will include 
OM&R, and a construction charge where appropriate, as described below, and will be utilized as 
described in RM D&S Contracting for Non-Project Use of Excess Capacity in Reclamation Project 
Facilities, PEC 05-10.   Charges for excess use of CVP facilities will be determined in accordance 
with the Secretary’s then-existing CVP Ratesetting Policies and applicable provisions of CVP 
water service and repayment contracts.” 
 
Comment 2:  Modify paragraph 5 of Draft D&S 05-10 as follows (edits in bold italics): 
 
“BON Requirements. Where contracting authority is already delegated, the regional director will 
develop pricing for projects other than the CVP in accordance with RM D&S, Charges for Non-
Project Use of Excess Capacity in Reclamation Project Facilities, (PEC 05-11).  Charges for excess 
use of CVP facilities will be determined in accordance with the Secretary’s then-existing CVP 
Ratesetting Policies and applicable provisions of CVP water service and repayment contracts.” 
 
Comment 3:  Modify subparagraph 6C of Draft D&S PEC 05-10 as follows (edits in bold italics): 
 
“Charges for Use of Excess Capacity. The excess capacity contract will assess an OM&R charge and 
fixed charge (as applicable).  OM&R charges for excess use of CVP facilities will be determined in 
accordance with the Secretary’s then-existing CVP Ratesetting Policy and applicable provisions of 
CVP water service and repayment contracts.  OM&R charges for projects other than the CVP will 
be determined in accordance with this subparagraph.” 
 
Basis for Comments 1 – 3.  Comments 1 – 3 reflect the Contracting Agencies contention that 
the Draft D&S’ cannot apply to the CVP.  The main reasons are: 
 
Reason 1 (Regulatory).  The CVP Ratesetting Policies are Interior policies and cannot be 
superseded by a bureau-level directive.   
 
a.  Regulatory Framework.  The CVP Irrigation Ratesetting Policy and the CVP M&I Ratesetting 
were developed, approved and implemented as a Department policy consistent with the 
Department Manual and related DOI directives.  Representative citations include, but are not 
limited to: Part 200, Chapter 1, Delegation of Authority; Part 200, Chapter 3,  Re-delegations 
Issued by Assistant Secretaries; and Part 301, Chapter 2, Public Participation in Decision-
making.  In summary, all program authorities must be formally delegated; exercise of that 
authority must conform with “any requirements that the person making the delegation would be 
called upon to observe” including “relevant policies, standards, programs, organization and 
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budgetary limitations, and administrative instructions prescribed by officials of the Office of the 
Secretary or bureau”. 
 
b.  The Office of the Assistant Secretary for Water and Science (AS/WS) exercised continuing 
oversight throughout the policy-development process.  Oversight by the AS/WS was a very 
deliberate decision in response to the extraordinary level of Congressional and public interest 
and related controversy.  The following provides a brief characterization of circumstances at the 
time.  This is just a synopsis.  Reclamation maintained a very extensive administrative record for 
both policies.  These records are available in Reclamation’s archives.  In summary: 
 
-  The original 40-year CVP contracts were fixed rate contracts.  Over time, Reclamation’s 
annual and cumulative O&M costs far exceeded revenues derived from these 40-year 
contracts.  This dynamic resulted in a growing deficiency in complying with statutory 
requirements for CVP project repayment.  It also resulted in an increasingly significant O&M 
deficit. 
  
-  Reclamation honored the terms of the then-existing contracts and withheld any action to adjust 
the fixed-rate or impose any additional charge or rate to recover the accumulated repayment or 
O&M deficits pending contract renewal.  
  
-  The original 40-year contracts began to expire beginning 1988.  In advance of that date, 
Congress enacted the Coordinated Operations Act (COA) of 1986 (Pub. L. No. 99-546, 100 Stat. 
3050-56) which included several provisions for addressing the CVP cost recovery deficiency.  In 
particular: 
  
--  Section 105 established 2030 as a firm repayment deadline for contractors to repay all 
construction costs and O&M deficits existing as of 1986 and required contracts to include 
provisions for adjusting rates if it is found that the rate in effect may not be adequate to recover 
Federal investments. 
 
--  Section 106 established specific requirements for calculating individual contractor O&M 
deficits and required the Secretary of the Interior include provisions in each new or amended 
CVP contract for recovery of such accumulated O&M deficits. 
  

-  In compliance with P.L. 99-546, and because the first-expiring CVP contracts were exclusively 
irrigation contracts, Reclamation began finalizing a comprehensive CVP Irrigation Ratesetting 
Policy in the late 1980s.  The final CVP Irrigation Ratesetting Policy approved by the AS/WS is 
based upon the cost-of-service (COS) principle.   
 
-  The policy development process was very lengthy and very contentious.  In addition to 
complying with the statutory mandate, Reclamation also had to contend with audits and reviews 
by the DOI Office of Inspector General (OIG) and Government Accountability Office (GAO); 
enormous opposition from CVP contractors whose historically low water rates would be replaced 
upon contract renewal by significantly higher COS rates; and extraordinary interest by the 
general public, other project stakeholders, Congressional Committees and individual members of 
Congress   
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-  Because of the volatility and extent of these four factors (statutory requirements, OIG/GAO 
findings, contractor opposition, Congressional and stakeholder interest) the AS/WS retained 
direct policy-level oversight throughout the ratesetting development process.  The AS/WS also 
reserved final approval authority for the completed policy.   
 
-  In the early 1990’s, Reclamation initiated a corresponding process to develop and implement a 
CVP M&I Ratesetting Policy.  That process was similarly contentious for all the same reasons as 
the CVP Irrigation Ratesetting Policy.  In addition, the proposed M&I Ratesetting Policy 
required calculation and recovery of the accumulated M&I O&M deficit as mandated by P.L. 99-
546.  The M&I O&M deficit issue led to extensive litigation which was eventually settled at the 
Department level.   
 
-  As with the Irrigation Ratesetting Policy, the AS/WS exercised direct oversight of the M&I 
ratesetting development process, and reserved final approval authority over the completed CVP 
M&I Ratesetting Policy.   
  
c.  The AS/WS approved the final DOI CVP Ratesetting Policies without further delegating 
authority to formally amend or modify.   
 
(1)  The CVP Irrigation Ratesetting Policy was approved by the AS/WS as a Department policy 
in 1988.  There is no record of any delegation to the Commissioner of authority to amend the 
policy without approval by the AS/WS. 
 
(2)  The CVP M&I Ratesetting Policy was approved by the AS/WS as a Department Policy on 
March 14, 1995. The approval memorandum from the Assistant Secretary does not delegate any 
authority to Reclamation to formally modify or amend or implement a Final CVP M&I 
Ratesetting Policy without further approval by the AS/WS. 
 
NOTE:  For purposes of this paper, the terms “formally amend” or “formally modify” are 
intended to mean a structured, public process to change some actual provision of the existing, 
approved CVP Ratesetting Policies. By that definition, neither DOI nor Reclamation has ever 
initiated any action to formally amend or modify the policies.  However, in managing the 
approved ratesetting policies, Reclamation has periodically developed and issued supplements to 
reflect uniform interpretation of an existing policy provision; or to comply with litigation 
settlements, court-decisions, or audit findings.  Examples include:   
 
-  Including reimbursable security costs in CVP water rates pursuant to new legislation 
 
-  Adjusting accumulated deficits as a result of the M&I Deficit settlement. 
 
-  Adjusting individual and cumulative CVP repayment obligations for conversion by Friant 
contractors to repayment contracts under authority of the San Joaquin River Restoration Act. 
 
d.  In accordance with the approved policies, DOI requires all CVP water rates to be based upon 
the COS principle.  Specifically: 
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(1)  The CVP Irrigation Ratesetting Policy requires (underscore added):  “The cost-of-service 
water rates apply to all types of water within the CVP, including Class 1, Class 2 and the storage 
and/or conveyance of non-project water in CVP facilities. All CVP irrigation cost-of-service and 
full cost pricing determinations are made in accordance with the ratesetting policy”.   
 
(2)  The CVP M&I Ratesetting Policy states:  “Two fundamental concepts underlie the Proposed 
Policy: Individual Contractor Accounting, and Cost of Service water rates” . . . “Cost of Service 
refers to the determination of annual water rates based on the Government’s cost of providing 
M&I water to the individual contractor’s designated delivery point. This includes recovery, 
within the authorized repayment period, of: (1) annual O&M costs, (2) interest costs, (3) M&I 
investment costs, and (4) any individual contractor deficit balances”. 
 
Reason 2 (Contractual).  Draft D&S PEC 05-10 and Draft D&S PEC 05-11 cannot conflict with 
CVP contract provisions.  Specifically: 
 
a.  The Draft D&S cannot supersede Article 17(b)(1) or comparable provision of existing CVP 
water service contracts which state (underscore added):  “The Contractor may introduce non-
Project water into Project facilities and deliver said water to lands within the Contractor’s 
Service Area, including Ineligible Lands subject to payment to the United States and/or to any 
applicable Operating Non-Federal Entity of an appropriate rate as determined by the applicable 
Project ratesetting policy . . .” 
 
b.  The Draft D&S cannot supersede Article 7(i) or comparable provision of CVP repayment 
contracts which state (underscore added):  “All revenues received by the United States from the 
Contractor relating to the delivery of Project Water or the delivery of non-project water through 
Project facilities shall be allocated and applied in accordance with Federal Reclamation law and 
the associated rules or regulations, the then-existing Project Ratesetting policies for M&I Water 
or Irrigation Water . . .” 
 
c.  Article 7(a) of CVP water service and repayment contracts verifies that the CVP Ratesetting 
Policies are Department level policies and establishes requirements for any proposed 
amendments (underscore added): “The Contractor shall pay the United States as provided in 
this Article for all Delivered Water at Rates, Charges, and the Tiered  Pricing Component 
established in accordance with: (i) the Secretary’s then-existing ratesetting policy for [M&I] 
[Irrigation] Water. Such ratesetting policy shall be amended, modified, or superseded only 
through a public notice and comment procedure; . . . .” 
 
d.  The Draft D&S cannot supersede Article 5, paragraph 5(a) or comparable provisions of 
existing CVP Warren Act Contracts which state (underscore added):  “The 
Contractor shall pay the United States as provided in this Article for the conveyance of Non- 
Project Water pursuant to this Contract at the Rate set forth in Exhibit A, as may be revised 
annually in accordance with CVP ratesetting policies”. 
 
 
APPLICABILITY OF THE INTERIOR DEPARTMENT APPROPRIATIONS ACT FOR 
1928, DATED JANUARY 12, 1927 (1927 ACT)  
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Comment 4:  In conjunction with Comment 3 above, modify paragraphs 6C(2), 6C(2)(a) and 
6C(2)(b)in Draft D&S PEC 05-10 as follows (edits in strikethrough and bold italics): 
 
6C(2) Replacement Component. The Replacement component of the OM&R charge for projects 
other than the CVP will be established as described in PEC 05-11. In accordance with the 1927 Act, 
the excess capacity contract will identify the Replacement component and describe the purpose as 
providing funding for future Extraordinary Maintenance (XM) needs as defined in Section 3(B) of 
PEC 05-03. For all projects, revenues derived from the Replacement component will be allocated 
100% to the project that is providing excess capacity and 50% to be used Reclamation-wide, unless 
otherwise established by law.  
 
6C(2)(a) Reserved Works. For reserved works, 5100% of the “R” component will be retained and 
used for project-specific XM mutually designated projects in accordance with an advance O&M 
funding agreement.  
 
6C(2)(b) Transferred Works. For transferred works, 5100% of the “R” component will be paid to the 
operating entity as identified in the contract.  
 
Basis for Contractor Comment 4.   
 
1.  Project Accounting.  Reclamation law, policies, and practices  governing cost recovery, 
repayment and budgeting are all based upon individual project accounting.  Consistent with those 
laws, policies and practices 100% of all revenues from contracts for use of excess capacity should 
remain with the project that is providing the excess capacity.  
 
2.  Internal Controls.  The 1927 Act is essentially a funding authority and is not directly related 
to water rates or project cost allocation.  Reclamation has historically invoked this authority in 
partnership with CVP water and power contractors to complete priority O&M projects that were 
otherwise unfunded by federal appropriations.  In every case, Reclamation negotiated and 
executed standalone, voluntary “Advance O&M Funding Agreements” with participating 
contractors which defined individual roles and responsibilities, the term and scope of the 
contract, payment requirements and other requirements and conditions.   Each individual 
Advance O&M Funding Agreement was reviewed and approved for legal sufficiency prior to 
execution. 
 
Interjecting this authority into Draft D&S’ ostensibly pertaining to water rates and cost recovery, 
without any corresponding internal control requirements, has been a major source of confusion 
and concern by the Contracting Agencies.  Retention and use by Reclamation of contract 
payments without appropriate internal controls represent enormous risks including, but not 
limited to, qualification of Reclamation’s annual  financial statements and augmentation or other 
violations of appropriations law.  To reduce this risk, the Contracting Agencies strongly 
encourage Reclamation to require advance O&M funding agreements or comparable means to 
ensure accountability in each case  prior to retaining and using payment revenues.   
 
 




































































