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November 4, 2010 

TO: Commissioner Francesca Vietor, President 
Commissioner Anson B. Moran, Vice President 
Commissioner Ann Moller Caen 
Commissioner F. X. Crowley 

THROUGH: Ed Harrington, General Manager 

FROM: Steven R. Ritchie, Assistant General Manager, Water Enterprise 

SUBJECT: Establishment of Interim Supply Allocations 

In adopting the Water System Improvement Program (WSIP) in October 2008, the 
San Francisco Public Utilities Commission included full implementation of all 
proposed WSIP capital improvement projects to achieve level of service goals 
relating to public health, public safety, and delivery reliability, but decided to adopt a * 
water supply element that included an Interim Supply Limitation of 265 million 
gallons per day (mgd) through 2018. The Commission found that, "Deferring the 
2030 water supply element ofthe WSIP until 2018 would allow the SFPUC and its 
wholesale customers to focus first on implementing additional local recycled water, 
groundwater and demand management actions while minimizing additional diversions 
from the Tuolumne River." Under the Interim Supply Limitation, San Francisco's 
retail allocation is 81 mgd, and the Wholesale Customers' collective allocation is 184 
mgd and includes the demand ofthe cities of San Jose and Santa Clara. Pursuant to 
Section 4.02 of the 2009 Water Supply Agreement (WSA), the Commission must 
establish each Wholesale Customer's Interim Supply Allocation (ISA) by December 
31,2010.. 

The purpose ofthe IS As is to establish the basis by which the Environmental 
Enhancement Surcharge (EES) would be assessed. The EES would be assessed by -
San Francisco on individual agencies who exceed their ISA when the aggregate 
demand exceeds 265 mgd. Under the WSA, the EES is required to be established as 
part ofthe rate-setting process for FY 2011-12. The EES is to be volumetric-based 
and is intended to be something that helps to ensure that aggregate demand remains 
below 265 mgd. It is not intended to be a reliable source of funds for environmental 
enhancement projects 

Developing the Interim Supply Allocation has its challenges: 
• First is that the Interim Supply Limitation (which includes San Jose and Santa 

Clara) is the same as the Individual Supply Guarantee (which does not). 
Thus, if San Jose and Santa Clara receive an ISA, one or more customers must 
receive an ISA less than their Guarantee. 
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• Second is that some customers are projected to use more than their Individual 
Supply Guarantee by 2018 while others are projected to use less. Section 3.02 
(d) ofthe Water Supply Agreement states, "it shall be the responsibility of each 
Wholesale Customer to limit its purchases of water from San Francisco so as to 
remain within its Individual Supply Guarantee." At the same time, the WSA does 
not explicitly relate the development of ISAs to Individual Supply Guarantees. 

Since the beginning of August, we have met with the Wholesale Customers three 
times to receive feedback on our development of a recommendation for the 
Commission's consideration in a transparent way. We have been doing this in 
accordance with the attached schedule (Attachment 1). 

We have worked through two iterations ofthe ISA in an effort to address the issues 
that adoption of an ISA present. The first version (Attachment 2) was based 
primarily on Projected Wholesale Customer purchases as provided by BAWSCA to 
the SFPUC as detailed in BAWSCA's Long-Term Reliable Water Supply Strategy 
Phase I Report, May 25, 2010. In effect this version would have given each ofthe 
customers an ISA to accommodate their projected demands between now and 2018. 
The shortcoming of this version was that it did not incorporate the Individual Supply 
Guarantees, and in fact it provided an allocation in excess of some ISGs. 

The second version (Attachment 3) incorporated ISGs, relying in part on Section 3.02 
(d). All agencies were assigned either their ISG or their 2018 purchase projection plus 
10%, whichever was less. Hayward was assigned their projected purchase request. San 
Jose and Santa Clara each received half of the difference between the sum ofthe other 
agencies' ISAs and 184 mgd. There were some concerns with this version. One is that 
San Jose and Santa Clara may have received a disproportionate reduction in their 
respective IS As to the reduction of other agencies with respect to their ISGs. Another is 
that some agencies such as East Palo Alto are restricted to their Individual Supply 
Guarantee despite being apparently efficient water users based on their per capita 
consumption. What this reveals is that the Individual Supply Guarantees don't account 
for a variety of factors such as the degree of efficient water use, land use planning and 
zoning decisions by individual Wholesale Customers. 

A specific method for dealing with the differences between demand projections and 
ISGs was the provision in the Water Supply Agreement for transfers of ISAs. The 
conditions for transfers of ISAs described in the Water Supply Agreement are: 

• Wholesale Customers can be transferees (San Francisco cannot) 
• Transfers must be prospective 
• Transfers must be at least for the remainder of the year 
• San Francisco must reasonably determine its ability to deliver transfer to recipient 
• Transfers stay in effect until December 31, 2018 or until notice is given by the 

participants 
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This transfer market allows for the shift of ISAs between customers to reduce the risk of 
any particular customer having to pay the Environmental Enhancement Surcharge. 

Once the Commission establishes the ISAs, the wholesale customers that project 
demands above their ISGs would have to assess the risk ofthe aggregate exceeding 265 
mgd and whether their individual demand would actually exceed their ISA. As a result of 
that internal analysis, they would decide the terms on which they felt they may enter an 
ISA transfer market. The Summary ofthe Second Draft ISAs (Attachment 4) shows the 
rank order ofthe customers by the differences between their ISAs and their 2017-18 
projected purchases. This is intended to show how the different customers may initially 
view an ISA transfer market if the Commission adopted the Second Draft ISAs. 

Attached to this memo are comment letters from Wholesale Customers on the ISA 
methodologies. Based on those comments and further staff analysis, we are examining 
further alternatives to provide the best recommendation to the Commission on the ISAs. 

We look forward to discussing this matter at the November 9 meeting in anticipation of * 
providing a recommendation for consideration at the December 14 meeting. 

Please contact me ifyou have any questions. 

Attachments: 
ISA Development Schedule 
First Draft ISAs 
Second Draft ISAs 
Summary of Second Draft ISAs 
Wholesale Customer comment letters 

cc: Michael Carlin, Deputy General Manager, SFPUC 
Todd Rydstrom, Asst. General Manager, Business Services, SFPUC 
Wholesale Customers 
Art Jensen, General Manager, BAWSCA 
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Basis for Draft Interim Supply Allocations (ISAs):

San Francisco's ISA is 81 mgd.

Wholesale Customer ISAs are based on projected Wholesale Customer purchases for FY2017-18.

   * other sources of supply 

   * passive conservation

   * planned conservation as detailed in BAWSCA's 2009 Water Conservation Implementation Report

   Interim Supply Limitation                           184.00 mgd

   Projected FY 2017/18 Purchases 182.84 mgd

   Difference     1.16 mgd

Agency
Individual Supply 

Guarantee (ISG)

Projected FY 2017-18 

Purchases
 2

Portion of 

unallocated 

Interim Supply 

Limitation  
3

Draft Interim 

Supply 

Allocation 
4

(MGD) (MGD) (MGD) (MGD)

A B C D

Alameda CWD 13.76 13.76 0.05 13.81

Brisbane/Guadalupe 0.98 0.95 0.10 1.05

Burlingame 5.234 4.82 0.05 4.87

California Water Service Company 35.68 36.06 0.05 36.11

Coastside 2.175 2.18 0.05 2.23

Cordilleras Mutual Water Association 0.01 0.01 0.00 0.01

Daly City 4.292 4.66 0.05 4.71

East Palo Alto 1.963 3.40 0.05 3.45

Estero 5.9 5.82 0.05 5.87

Hayward 22.08 
1 22.92 0.05 22.97

Hillsborough 4.09 3.51 0.05 3.56

Menlo Park 4.456 3.90 0.05 3.95

Mid-Peninsula 3.891 3.61 0.05 3.66

Millbrae 3.152 3.13 0.05 3.18

Milpitas 9.232 8.80 0.05 8.85

Mountain View 13.46 10.26 0.05 10.31

North Coast 3.838 3.58 0.05 3.63

Palo Alto 17.075 13.33 0.05 13.38

Purissima Hills 1.625 2.77 0.05 2.82

Redwood City 10.93 10.85 0.05 10.90

San Bruno 3.246 2.30 0.05 2.35

San Jose 0 4.50 0.00 4.50

Santa Clara 0 4.50 0.00 4.50

Stanford 3.03 2.84 0.05 2.89

Sunnyvale 12.58 9.44 0.05 9.49

Westborough 1.32 0.94 0.05 0.99

Total 184.00 182.84 1.16 184.00

4
 Equals FY 2017-2018 purchase projection plus portion of unallocated Interim Supply Limitation.

The following factors were considered in the purchase projections as described in the Long-Term Reliable Water Supply Strategy 

Phase 1 Report:

SFPUC DRAFT INTERIM SUPPLY ALLOCATIONS

1
 Hayward ISG value calculated as 184 mgd less the total of permanent customer ISG's (161.92 mgd).

2
 Long-Term Reliable Water Supply Strategy Phase I Report, May 25, 2010 (Appendix A, Table A-3).

3 
Represents the difference between the 184 mgd Interim Supply Limitation and FY 2017-2018 purchase projections.

Projected Wholesale Customer purchases were provided by BAWSCA to the SFPUC as detailed in BAWSCA's Long-Term Reliable 

Water Supply Strategy Phase I Report, May 25, 2010 (Appendix A, Table A-3).

FY 2017-2018 purchase projections for Cordilleras Mutual Water Association are based on the supply assurance and historical 

water use.

The difference between the 184 mgd Interim Supply Limitation and FY 2017-2018 projected purchases (1.16 mgd) was split 

evenly among the wholesale customers (excluding Cordilleras Mutual Water Association, San Jose and Santa Clara).

Under the Interim Supply Limitation, the Wholesale Customers' collective allocation is 184 mgd and includes the demands of San 

Jose and Santa Clara.

DRAFT - 8/20/10

Attachment 2



Basis for Draft Interim Supply Allocations (ISAs):
San Francisco's ISA is 81 mgd.

Agency
Individual Supply 
Guarantee (ISG)

Projected FY 2017‐18 

Purchases 2
2nd Draft Interim 

Supply Allocation 4

(MGD) (MGD) (MGD)
A B D

Alameda CWD 13.76 13.76 13.76
Brisbane/Guadalupe 0.98 0.95 0.98
Burlingame 5.23 4.82 5.23
California Water Service Company 35.68 36.06 35.68
Coastside 2.18 2.18 2.18
Cordilleras Mutual Water Association 0.01 0.01 0.01

Daly City  4.29 4.66 3 4.29
East Palo Alto 1.96 3.40 1.96
Estero  5.90 5.82 5.90

Hayward 22.08 1 22.92 22.92
Hillsborough 4.09 3.51 3.86
Menlo Park 4.46 3.90 4.29

Mid‐Peninsula 3.89 3.61 3.89
Millbrae 3.15 3.13 3.15
Milpitas 9.23 8.80 9.23
Mountain View 13.46 10.26 11.29
North Coast 3.84 3.58 3.84
Palo Alto 17.08 13.33 14.66
Purissima Hills 1.63 2.77 1.63
Redwood City 10.93 10.85 10.93
San Bruno 3.25 2.30 2.53
San Jose  0.00 4.50 3.67
Santa Clara  0.00 4.50 3.67
Stanford 3.03 2.84 3.03
Sunnyvale  12.58 9.44 10.38
Westborough 1.32 0.94 1.03
Total 184.00 182.84 184.00

SFPUC 2nd DRAFT INTERIM SUPPLY ALLOCATIONS

1 Hayward ISG value calculated as 184 mgd less the total of permanent customer ISG's (161.92 mgd).
2 Long‐Term Reliable Water Supply Strategy Phase I Report, May 25, 2010 (Appendix A, Table A‐3).

Wholesale Customer ISAs are based on projected Wholesale Customer purchases for FY2017‐18 and Individual Supply Guarantees.

4 All agencies are assigned their ISG except those agencies whose ISG is higher than their FY2018 Projected purchases. For these 
agencies, they either received their ISG or received their FY2018 projected purchases plus 10 percent, whichever was less. 
Hayward received their FY2018 projected purchase, and San Jose and Santa Clara each received half of the difference between the 
sum of all other agencies' ISAs and 184 mgd.

Projected Wholesale Customer purchases were provided by BAWSCA to the SFPUC as detailed in BAWSCA's Long‐Term Reliable 
Water Supply Strategy Phase I Report, May 25, 2010 (Appendix A, Table A‐3).

In the 2nd draft ISAs, all agencies are assigned their ISG except those agencies whose ISG is higher than their FY2018 Projected 
purchases. For agenices whose ISG is higher then their FY2018 purchase projections, they received either their ISG or their FY2018 
projected purchases plus 10 percent, whichever was less. Hayward received their FY2018 projected purchase and SJ and SC 
received the difference between the sum of all other agencies and 184 mgd.

Under the Interim Supply Limitation, the Wholesale Customers' collective allocation is 184 mgd and includes the demands of San 
Jose and Santa Clara.

Individual Supply Guarantees (ISGs) refer to each Wholesale Customer's share of the 184 mgd supply assurance as defined in 
Attachment C of the Water Sales Agreement.

3 FY 2017‐2018 purchase projections for Cordilleras Mutual Water Association are based on the supply assurance and historical 
water use.

DRAFT - 9/30/10

Attachment 3



Wholesale Customers in Rank Order by the Difference Between Their 2nd Draft ISA and 
Their Projected 2017‐18 Projected Purchases 

November 3, 2010 

Agency 
Projected FY 
2017‐18 
Purchases  

2nd Draft Interim 
Supply Allocation 

ISA minus 
Projected 
Purchases 

   (MGD)  (MGD)  (MGD) 
Palo Alto  13.33  14.66  1.33 
Mountain View  10.26  11.29  1.03 
Sunnyvale   9.44  10.38  0.94 
Milpitas  8.80  9.23  0.43 
Burlingame  4.82  5.23  0.41 
Menlo Park  3.90  4.29  0.39 
Hillsborough  3.51  3.86  0.35 
Mid‐Peninsula  3.61  3.89  0.28 
North Coast  3.58  3.84  0.26 
San Bruno  2.30  2.53  0.23 
Stanford  2.84  3.03  0.19 
Westborough  0.94  1.03  0.09 

Redwood City  10.85  10.93  0.08 
Estero   5.82  5.90  0.08 
Brisbane/Guadalupe  0.95  0.98  0.03 
Millbrae  3.13  3.15  0.02 
Hayward  22.92  22.92  0.00 
Alameda CWD  13.76  13.76  0.00 
Coastside  2.18  2.18  ‐0.01 
Daly City   4.66  4.29  ‐0.37 
California Water Service Co.  36.06  35.68  ‐0.38 
Santa Clara   4.50  3.67  ‐0.83 
San Jose   4.50  3.67  ‐0.83 
Purissima Hills  2.77  1.63  ‐1.15 
East Palo Alto  3.40  1.96  ‐1.44 
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Wholesale Customer Comment Letters Received  
Following Distribution of 1st Draft ISA 



















 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Wholesale Customer Comment Letters Received  
Following Distribution of 2nd Draft ISA 

 















 
From: Eric.Cartwright@acwd.com  
To: Ritchie, Steve  
Cc: Walt.Wadlow@acwd.com ; Robert.Shaver@acwd.com ; Thomas.Niesar@acwd.com  
Sent: Fri Oct 22 15:39:42 2010 
Subject: ACWD comments on SFPUC's second draft ISA proposal  
 
Steve,  
 
Thank you for the opportunity to provide comments on the second draft of the SFPUC's Interim Supply 
Allocation proposal.  
 
The SFPUC water system is an invaluable resource to ACWD and the Individual Supply Guarantee (ISG) 
has been a critical element of our decision making processes in our Integrated Resources Plan, Urban Water 
Management Plan, and  Capital Improvement Program. The SFPUC water system provides ACWD with 
more than just a water supply; it provides water quality enhancement to our local groundwater through 
blending, it provides production reliability, and  is our highest reliability dry-year resource.  
 
It is also, by far, our costliest water supply - including our brackish groundwater desalination facility.  
 
For decades, ACWD has planned for the continued use of our SFPUC contract up to, but not exceeding, our 
ISG. ACWD has invested millions of dollars into water conservation, desalination, off-site groundwater 
banking, our groundwater blending facility, and the continued funding of numerous SFPUC take-offs, all 
on the assumption that our purchases stay within our ISG, and that our ISG is perpetual and will be 
honored.  
 
ACWD does not concede the legality of San Francisco’s stated desire to impose limitations or penalties 
(e.g. "environmental surcharge") on water supply while an agency remains within its ISG. We understand 
that a few agencies do not have an ISG and that this introduces complexities. Nevertheless, we believe that 
an ISA should be based solely on the ISG of an agency if one is available. We are encouraged that the 
SFPUC's second draft of an ISA methodology has shifted focus and acknowledged the significance of the 
ISG. The final version should not diminish the importance of the ISG.  
 
Please contact Eric Cartwright or Thomas Niesar at ACWD with any questions regarding these comments.  
 
Thanks,  
Eric  
 
 
 
--------------------------------------------- 
Eric Cartwright 
Alameda County Water District 
43885 South Grimmer Blvd. 
Fremont, CA  94538 
 
ph.  510-668-4206 
fax. 510-770-1793 



OITY OF DALY OITY 
3 3 3 - 9 0 T H STREET 

DALY CITY. CA 94015-1895 

PHONE: <650> 9 9 I -SOOO 

October 22, 2010 

Mr. Steven Ritchie 
Assistant General Manager for Water 
San Francisco Public Utilities Commission 
1155 Market Street, 11th Floor 
San Francisco, CA 94103 

Dear Mr. Ritchie: 

The City of Daly City appreciates the opportunity to comment on the establishment of an Interim 
Supply Allocation limiting water sales to an average of 265 million gallons a day until 2018. 
While Daly City is pleased to provide its comments, the City retains its reservation to contest any 
final determination, once made. 

The establishment of an Interim Supply Allocation until 2018 remains a unilateral decision ofthe 
San Francisco Public Utilities Commission (SFPUC). Its purported aim, to limit purchases to 
265 million gallons a day calculated on an annual fiscal year basis, is to protect fish habitat by 
minimizing annual diversions from the Tuolomne River. At issue is determining a methodology 
acceptable to all parties that is deemed equitable and fair. Daly City acknowledges the level of 
outreach effort by you and the SFPUC in meeting with wholesale customers in an attempt to 
resolve a number of challenging issues to achieve consensus. 

Daly City did not object to a methodology based upon the anticipated demands provided by each 
aeencv to the year 2018 because it demonstrated projected needs within the Bay Area Water 
Supply and Conservation Agency (BAWSCA) service area. These projections were incorporated 
into a draft Interim Supply Allocation dated August 20, 2010 and discussed at a briefing held on 
September 15 2010. Under that initial draft, the total Wholesale Demand Collective Allocation 
was calculated at 182.84 million gallons a day with a remaining unallocated 1.16 million ga Ions 
a day divided evenly among all wholesale customers. Daly City concurs with that methodology 
as an equitable approach as it is based upon 2018 demand projections as supplied by each 
wholesale agency. This methodology does not cause or create any unreasonable burden upon an 
agency to achieve actual annual purchase demands within the 265 million gallon a day 
limitation. 

San Francisco's second draft Interim Supply Allocation dated September 30, 2010 and discussed 
at a briefing held on October 19, 2010 comes as a disappointment to Daly City as it negates an 
earlier equitable and shared allocation based upon projected need. Rather, the amended 
allocation relies upon the Individual Supply Guarantee as a methodology for calculating the 
Interim Supply Allocation. As part ofthe October 19, 2010 discussion, agencies were asked 
whether this second draft Interim Supply Allocation was fair and equitable. This question is the 
focus of Daly City's comments. As a matter of equity, this amended approach seems to unfairly 



Mr. Steven Ritchie 
October 22, 2010 
Page Two 

insulate agencies with a high unused Individual Supply Guarantees when compared to their 2018 
demand projections by instead shifting the burden upon agencies already at or near their 
Individual Supply Guarantee. Daly City is such an agency. 

When examining equity, Daly City is among the lowest gross per capita water users within the 
BAWSCA service area. Daly City's 67.9 gross gallons per capita water consumption is 49 /o 
lower than the BAWSCA service area average of 138 gross gallons per capita per day. M y City 
also has the fourth lowest 2010 Mean Household Income among 21 communities in San Mateo 
County as noted by survey results compiled by the Association of Bay Are^ G o v ™ ^ Slf^ 
regional study area. In comparison with certain agencies possessing higher Individual Supply 
Guarantees than their 2018 demand projections, Daly City questions the equity associated with 
use of Individual Supply Guarantees as an improved method for calculating Interm.Supply 
Allocations when those agencies have gross per capita water demands ^ . 0 " ^ ^ 7 0 ^ 
over the BAWSCA service area average. Moreover, in comparison to the 2010 Mean Household 
Income survey figures from the Association of Bay Area Governments, these same agencies are 
48% to 78% higher than Daly City. 

For these reasons, Daly City does not concur with a methodology which emphasizes Individual 
Supply Guarantees as an equitable basis for imposing Interim Supply Allocations until 2018 
Rather, actual demands projected until 2018 by BAWSCA agencies as noted by San Francisco s 
initial Interim Supply Allocation methodology, provides an equitable and shared manner for all 
agencies to address limitations to meet the 265 million gallon a day limitation until 2018. 

Should you have any questions or require additional infonnation in this regard, please do not 
hesitate to contact Patrick Sweetland, Director of Water and Wastewater Resources, at 
(650)991-8200. 

Sincerely, 

Patricia E. Martel 
City Manager 

cc; City Council 
City Attorney - -
Director of Water and Wastewater Resources 
Bay Area Water Supply and Conservation Agency 









October 22, 2010 

Mr. Steven Ritchie 
Assistant General Manager/Water Enterprises 
San Francisco Public Utilities Commission 
1155 Market Street, 11th Floor 
San Francisco, CA 94103 

Re: City of Sunnyvale Comments on Draft Interim Supply Allocation Discussions, 
Agency Allocations to 2018, Second Draft 

Dear Mr. Ritchie: 

The City of Sunnyvale has been involved in the correspondence and meetings concerning 
the assignment of Interim Supply Allocations (ISA) to the retail customers ofthe San 
Francisco Public Utilities Commission (SFPUC) by the SFPUC. Sunnyvale appreciates 
that the SFPUC has included the retail customers and the Bay Area Water Supply and 
Conservation Agency (BAWSCA) in considering methodologies for the assignment of 
ISAs to remain in effect until 2018. The assignment of ISAs by SFPUC is provided for 
in the 2009 Water Supply Agreement (WSA). The WSA was approved by all retail 
agencies, but the agencies did not agree to the Interim Supply Limitation, the assignment 
of ISAs by San Francisco, nor the imposition of an Environmental Enhancement 
Surcharge. While the City of Sunnyvale offers these comments for consideration by the 
SFPUC staff and Commission, it reserves its contractual right to contest the Interim 
Supply Limitation, the Interim Supply Allocation assigned to the City of Sunnyvale, 
and/or the Environmental Enhancement Surcharge. 

The City of Sunnyvale prefers the second ofthe two proposals, dated September 30, 
2010. Sunnyvale is one ofthe agencies which will be held to a commitment lower than its 
Individual Supply Guarantee (ISG) under both ofthe scenarios presented to date. The 
second proposal (10.38 mgd for Sunnyvale) is less restrictive than the first, and closer to 
our current water usage. 

We note that in order to provide an ISA for the cities of San Jose and Santa Clara, the 
agencies that are being most limited, below the level of their ISG, are Palo Alto, 
Mountain View and Sunnyvale (6.78 of 7.34 mgd). In the first iteration it was even more 
obvious (10.09 of 9.00 mgd). We want to point out that Sunnyvale, Palo Alto and 
Mountain View (combined with Palo Alto) are the agencies that made the early 
commitment in the 1990s (along with the South Bay combination of San Jose, Santa 
Clara and Milpitas) towards recycled water. It is the efforts and commitments of these 
agencies that has demonstrated the largest potable water savings ofthe agencies being 
included in this analysis. There are obviously many other areas of savings throughout the 
service area, including significant involvement in water conservation programs, other 
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agencies that have constructed water recycling facilities, and the savings that are more the 
result ofthe economy than any specific agency actions. However, the recycled water 
efforts ofthe specific south bay agencies have clearly allowed for savings for the region 
in the use of potable water provided by SFPUC. All of those recycled water efforts were 
the proactive result ofthe agencies mentioned, with no participation by the SFPUC. 

Sunnyvale is proud of our advances in the area of recycled water production and 
distribution. Our concern is that we do not want to be "punished for good behavior." The 
savings that have been attained by the costly development of and improvements to the 
recycled water system are important, and are obviously beneficial regionally, as 
witnessed by the savings in potable water purchases. 

The unwillingness ofthe SFPUC to commit to a longer term plan, and therefore keep the 
water supply issues after 2018 unknown, puts pressure on all agencies. Sunnyvale is 
uncertain as to what level of supply will be available from the SFPUC beyond our 
perpetual Individual Supply Guarantee level, after 2018. Some longer range infonnation 
should be made available to allow for appropriate planning on the part ofthe individual 
agencies. 

We will continue to attend and participate in discussions of water supply allocation, and 
look forward to some equitable resolution to the short and long range regional water 
supply issues. 

Sincerely, Sincerely, % - , JT\ 

^0A^Uj,ikkf 
Marvin A. Rose, Director 
Department of Public Works 

cc: Mr. F.X. Crowley, President, San Francisco Public Utilities Commission 
Ed Harrington, General Manager, San Francisco Public Utilities Commission 
Gary Luebbers, City Manager 
Ron Swegles, Council Member 
David Kahn, City Attorney 
Art Jensen, CEO/General Manager BAWSCA 

































CITY OF SAN BRUNO 
Klara A. Fabry 

Public Services Director 

PUBLIC SERVICES DIRECTOR 

ADMINISTRATION AND ENGINEERING 

November 3, 2010 

Mr. Steve Ritchie 
Assistant General Manager 
San Francisco Public Utilities Commission 
1155 Market Street, 11th Floor 
San Francisco, California 

Subject: Comments to the 2nd Draft Interim Water Supply Allocation 
City of San Bruno, California 

Dear Mr. Ritchie: 

The City of San Bruno ("San Bruno") is submitting these comments to express its concern 
regarding the draft Interim Supply Allocations ("ISAs") identified in San Francisco Public Utilities 
Commission's ("SFPUC") letter, dated September 30, 2010. As discussed in further detail 
below, the proposed ISAs do not recognize existing contractual rights and were developed on 
the basis of long-term water demand forecasts that incorporate many assumptions that may not 
be realized. San Bruno retains its reservation to contest any final determination relevant to the 
ISAs. 

Individual Supply Guarantees 

The Individual Supply Guarantee ("ISG") is a perpetual, contractual right and is guaranteed 
under both the Settlement Agreement and reaffirmed under the Water Supply Agreement 
("WSA"), dated July 2009. The implementation of ISAs introduces an unnecessary modification 
to the ISGs and penalizes agencies for work they have performed to date developing and using 
local water supplies, implementing conservation measures, and developing alternative non-
potable supplies. Further, implementation ofthe ISA essentially removes an agency's asset, to 
the extent their demand is less than their ISG, and negates the provision in the WSA allowing 
for inter-agency water transfers. 

The intent of the ISG is to provide a guaranteed amount of water against which an individual city 
or agency can plan, among other things, its growth and water conservation efforts. Impacts of 
imposing an ISA that is not equal to an agency's ISG include the following: 

• An agency such as San Bruno that has developed and historically used local 
groundwater supplies to maintain its total water purchases below its individual ISG is 
penalized by the creation of an ISA, because the ISA presumes that such local 
groundwater supplies will continue to be available. However, the long-term availability of 
these groundwater supplies is still under evaluation and being assessed as part of the 
Groundwater Management Plan that is being prepared for the Westside Basin. 
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Imposition of an ISA lower than San Bruno's ISG will restrict the water supply portfolio 
and potentially create situations under which San Bruno would incur fines to purchase 
water in excess of its ISA if groundwater availability is found to be limited. 

• Any agency that has invested in recycled water or other programs in an effort to maintain 
its total water purchases below its individual ISG is penalized by the creation of an ISA 
when compared to other agencies who have not made commensurate investments, but 
are being granted additional water supplies based solely on demand projections. 

Water Supply Transfers 

Section 3.04 - Permanent Transfers of Individual Supply Guarantees and Section 4.03 -
Transfers of Interim Supply Allocations of the 2009 WSA allow for inter-agency transfers of 
water. Section 4.03 allows for temporary transfers of ISAs. As a result, establishing an ISA at 
any value less than an agency's ISG is not necessary, because the ability to trade water among 
the different agencies already exists. Such trading would be based upon the mutual benefits to 
each agency rather than the current method of developing ISAs. 

Groundwater Management and Conjunctive Use ofthe Westside Basin 

San Bruno's ISG does not meet our daily water demand and therefore, in the absence of other 
water supplies, some degree of ongoing groundwater production will be necessary. Multiple 
agencies are currently in the process of developing a Groundwater Management Plan and 
evaluating a conjunctive use program for the Westside Groundwater Basin. At this time, given 
the preliminary nature of both the groundwater management plan and conjunctive use program, 
it is premature to impose ISAs that are less than these agencies ISGs as it impacts each 
agency's options regarding its participation in these programs. 

Water Use Forecasting for Supply Allocation Purposes 

San Bruno understands that the Demand Side System Model is a useful tool to help assist 
agencies in planning and in the evaluation of potentially cost effective water conservation 
efforts. However, end use water demand forecasts inherently rely on a large number of 
assumptions, which are difficult if not impossible to calibrate and should not form the basis of 
establishing water supply allocations. Use of long-term water demand forecasts that were 
developed for planning purposes are not suitable for establishing ISAs. Therefore, limiting 
and/or penalizing an agency or city for not meeting these water demand forecasts is not 
reasonable. 

Additionally, calculations regarding potential conservation savings by San Bruno are particularly 
a concern in this model, given that water demands in San Bruno are currently less than 100 
gallons per capita per day ("gpcd"). These per capita water demands are already very low 
relative to other water users in California and indicate that demand hardening may occur. 
Under recently adopted Senate Bill 7 ("SB-7"), which calls for a 20% reduction in overall water 
use by 2020, water retail agencies with per capita use rates of less 100 gpcd are effectively 
exempt from further water use reduction requirements and are considered compliant with their 
2020 targets. 
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Conclusion 

San Bruno believes that any limitation on an agency's water purchases other than the ISG 
(1) does not honor the intent of the contractual language that defines the ISG, (2) ignores 
provisions within the WSA that would allow for inter-agency transfers of interim supplies based 
upon benefits as determined by the individual agencies, and (3) is counterproductive to the 
goals of proactive development and use of local and non-potable supplies. Therefore, San 
Bruno believes that the use of the ISG should be the basis to establish any interim supply limits. 

Please feel free to contact me at (650) 616-7067 or via email at kfabry@sanbruno.ca.gov to 
discuss this matter further. 

Very truly yours, 

CITY OF SANUBRUNO 

Klara A. Fabry 
Director of Public Services 
City of San Bruno 

cc: Connie Jackson, City Manager 
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