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155 Bovet Road, Suite 650 

San Mateo, California 94402 
(650) 349-3000 tel. (650) 349-8395 fax 

 
MEMORANDUM 

TO:   BAWSCA Board of Directors 

FROM:  Nicole Sandkulla, CEO/General Manager  

DATE:   March 10, 2023 

SUBJECT:  Chief Executive Officer/General Manager’s Letter 

Water Use Efficiency Legislation – Commercial, Industrial, Institutional (CII) 
Requirements: 

Pursuant to the 2018 Water Use Efficiency legislation (i.e., SB 606/AB1668, and aka, 
“Making Conservation a California Way of Life”) the Department of Water Resources (DWR) 
finalized recommendations for Performance Measures for Commercial, Institutional and 
Industrial (CII) water users in September 2022.  The next step is for the State Water 
Resources Control Board (Water Board) to select and/or amend DWR’s recommendations to 
implement as final regulations.  The State Board’s rulemaking process is expected to begin 
in April 2023 and take approximately 12 months.  Significant changes may be made to 
certain aspects of DWR’s recommendations.  Therefore, at this time, BAWSCA and Valley 
Water’s planned project to support member agencies in understanding the requirements and 
developing a pathway for compliance has been suspended until further information is 
understood about the Water Board’s planned regulations. 

     
SFPUC Annual Meeting with BAWSCA and Wholesale Customers: 

The SFPUC held its annual meeting with the Wholesale Customers and BAWSCA on 
February 16, 2023, as required by the Water Supply Agreement (WSA).  This was the first in-
person meeting since 2020, as meetings in 2021 and 2022 were held virtually due to COVID 
concerns.  SFPUC key staff, including General Manager Herrera, were in attendance.  The 
meeting was well attended by member agency and BAWSCA staff.   
 
The agenda included presentations by SFPUC staff regarding financial and operational 
matters, such as future SFPUC rate charges as well as plans for capital improvements.  
Meeting topics also included system water quality and related regulatory mandates.  Also, 
information regarding the SFPUC’s upcoming Alternative Water Supply Plan, which the 
SFPUC proposes to be finalized later this calendar year, was discussed. 
 
The meeting informs the Wholesale Customers on matters regarding the Regional Water 
System, and serves as a means for BAWSCA and member agencies to ask questions and 
make comments on matters affecting the continuity and adequacy of the region’s water 
supply from San Francisco. 
 
 
 
 

March 16, 2023 BAWSCA Board of Directors Meeting Agenda Packet Page 91



March 16, 2023 – Agenda Item #10D 

SFPUC Alternative Water Supply Plan: 

The SFPUC continues development of its Alternative Water Supply Plan (AWS Plan), 
including moving forward on various planning level efforts for projects included in the AWS 
Plan.  SFPUC’s March 2023 AWS Quarterly Report was released on March 9th and is 
available here.  BAWSCA is reviewing the document and will meet with the SFPUC 
accordingly.  
 
In February, SFPUC made progress on the following four projects:  the Los Vaqueros 
Reservoir Expansion Project (LVE), the Daly City Recycled Water Expansion Project, the 
SF-Peninsula Regional PureWater Project (SfPRP), and the South Bay Purified Water 
Project.  A status summary for the LVE project is presented separately in this CEO letter.  
The information below details progress on the other three projects sited above. 
 
Daly City Recycled Water Project 
For the Daly City Recycled Water Expansion Project, SFPUC staff resumed discussion with 
Cal Water on the potential allocation of project benefits and associated project structure.  
More meetings are scheduled to take place in March and April with the aim of establishing 
terms for an agreement needed to further the project’s implementation plans.  Once the 
framework is established, the SFPUC will be able to develop a cost proposal to share with 
the cemeteries that are envisioned as the customers of the recycled water produced by the 
expansion of existing facilities. 
 
SF-Peninsula Regional PureWater Project 
During February, technical work for the SF-Peninsula Regional PureWater Project (SfPRP), 
formerly referred to as the Crystal Springs Purified Water Project) continued toward the 
development of a Basis of Design Report (BODR).  SFPUC staff met separately with the 
consultant team hired to prepare the BODR to discuss the different options for potential 
improvements at the SFPUC’s Pulgas facility.  Those improvements would be needed for 
conveyance and delivery of the product water.  The first internal workshop for the parallel 12-
mgd Direct Potable Reuse alternative under evaluation is planned for March.  SFPUC staff 
have also held internal discussions about how different departments within the SFPUC can 
support the project as it moves toward CEQA with the assumption that the SFPUC and the 
City/County of San Francisco would be the CEQA sponsor and lead respectively.  BAWSCA 
has been kept abreast of SFPUC’s work efforts and has attended project meetings held with 
partner agencies. 
 
South Bay Purified Water Project 
 A feasibility study for the South Bay Purified Water Project being performed by the SFPUC, 
together with the City of San Jose and the City of Santa Clara, is nearing completion.  Over 
the course of two progress meetings held with the partners and the study’s consultants held 
on February 1 and February 15, pipeline alignment preferences were finalized and the 
consultant team shared capital costs estimates for source water infrastructure, finished water 
delivery infrastructure, and the outfall, as well as estimates for solar capital costs and power 
generation.  BAWSCA anticipates that the partners will complete the feasibility study this 
spring, and will use the results of the study to determine the next steps in the development 
process. 
 
Los Vaqueros Expansion Project: 

BAWSCA is closely monitoring the progress of the Los Vaqueros Expansion (LVE) Project.  
The LVE Project, which includes numerous partner agencies, is now governed by a the LVE 
Joint Powers Authority (JPA) which meets regularly.  Each partner agency has an assigned 
representative on the JPA.  Although BAWSCA is not a partner agency with a seat on the 
JPA, BAWSCA receives frequent project updates from the SFPUC, and participates in 
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project update meetings held by the JPA’s executive director.  Moreover, BAWSCA’s general 
council has been participating in working groups organized to develop governing rules and 
associated contract documents (termed as ‘Service Agreements”) which will need to be in 
place later this year.  BAWSCA is in communication with the SFPUC as well as with the JPA 
leadership to better determine what, if any, requirement may befall BAWSCA and its member 
agencies as these Service Agreements move forward.  As a reminder, the JPA formation 
document includes language that enables BAWSCA to replace the SFPUC as a partner 
agency in the event that the SFPUC elects to terminate its participation in the LVE Project. 
 
During January and February of 2023, due to a perceived oversubscription of LVE storage 
allocations, the LVE project staff proposed a reallocation of storage volumes for partners. 
The proposed change for the SFPUC would result in a decrease of allocated LVE storage 
from 40,000 acre-feet to 30,000 acre-feet.  Whether the reduction in storage will result in a 
corresponding reduction of dry year supply benefit will depend on the availability of water 
supplies that the SFPUC is able to secure.  Identification of source water continues to be a 
focus for SFPUC staff.  While the proposed storage allocations have not been accepted by 
partners, the project is moving forward with the updated allocations, with the addition of a 
companion provision that partners will have the ability to remarket storage rights within the 
JPA.  The terms of remarketing will be fleshed out in the coming months, in parallel with 
other issues that are being discussed through various working groups formed among the 
partners to address issues ahead of the execution of the Service Agreements as noted 
above.  
 
SFPUC is currently working closely with its financial and legal teams to support development 
and review of their proposed Service Agreement and other agreements needed.  BAWSCA, 
including its legal counsel, is engaged in legal discussions.  On the water supply sourcing 
front, SFPUC staff continues to meet with potential transfer partners from the Sacramento 
River Basin.  Those meetings will continue this year. 

 
SFPUC 10-Year Capital Plan and Capital Funding Plan: 

The SFPUC updates its 10-Year Capital Plan (Capital Plan) every two years.  As part of the 
Capital Plan approval in February 8, 2022, SFPUC staff noted that a significant midcycle 
update would be necessary to address funding deficiencies present at the time.  SFPUC 
initiated this midcycle update in Spring 2022 and completed it in early January 2023.   

 

The SFPUC held a budget hearing on January 30, 2023.  BAWSCA was provided 
presentation materials prepared by SFPUC for that hearing on January 23, 2023.  BAWSCA 
reviewed the information provided and issued a letter to the Commission on January 27, 
2023, in advance of the hearing.  BAWSCA’s letter was included in the correspondence 
packet for the Board Policy Committee meeting of February 8, 2023.  BAWSCA’s 
CEO/General Manager was present at the hearing to provide oral comment.   

 

In the terms of the Water Supply Agreement between San Francisco and its Wholesale 
Customers, BAWSCA should have been provided budget documents 14 days in advance of 
any hearing.  The delay by the SFPUC created a hardship in terms of limiting BAWSCA’s 
time to perform a thorough review of the budget.  This point was raised by BAWSCA both in 
the above-reference letter as well as in the statements made by the CEO/General Manager 
at the hearing.  BAWSCA issued a second comment letter, dated February 7, 2023, in 
advance of the Commission’s adoption of the Capital Plan, which took place on February 14, 
2023.  BAWSCA’s second letter identified other outstanding concerns BAWSCA had with the 
proposed update.  Copies of both BAWSCA letters as well as the SFPUC’s written response 
are included as attachments to this memo.   
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A key issue identified by BAWSCA as part of our review of the SFPUC’s midcycle update 
was the SFPUC’s recent practice of not spending the funds appropriated in the early years of 
the 10-year cycle, due to various roadblocks and bottlenecks associated with staffing 
availability and consultant procurement stresses at the SFPUC and within the City of San 
Francisco government.  The SFPUC contends that they are addressing those bottleneck 
issues, yet BAWSCA remains skeptical that many of the bottlenecks are beyond SFPUC’s 
ability to directly address.  However, despite that concern, BAWSCA supported the SFPUC’s 
adoption of the mid-cycle review, and agreed with the SFPUC staff that the work proposed in 
the CIP was necessary to maintain the Regional Water System.   

 

Attachments: 

1. February 7, 2023 BAWSCA Letter to SFPUC re; Proposed SFPUC 10-Year Capital 
Plan for FY 2024-33, and Proposed FY 2023-24 Capital Budget 

2. February 1, 2023 SFPUC SFPUC Response to BAWSCA 1.27.23 Comments 

3. January 27, 2023 BAWSCA Letter to SFPUC re; Proposed SFPUC 10-Year Capital 
Plan for FY 2024-33, and Proposed FY 2023-24 Capital Budget 
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Services of the San Francisco Public Utilities Commission 

OUR MISSION: To provide our customers with high-quality, efficient and reliable water, power and sewer 
services in a manner that values environmental and community interests and sustains the resources entrusted 
to our care. 

525 Golden Gate Avenue, 13th Floor 
San Francisco, CA 94102 

T  415.554.3155 
F  415.554.3161 

TTY  415.554.3488

February 1, 2023 

Nicole Sandkulla 
Chief Executive Officer/General Manager 
Bay Area Water Supply and Conservation Agency 
155 Bovet Road, Suite 650 
San Mateo, CA  94402 

Dear Nicole, 

Thank you for your January 27th letter regarding BAWSCA’s comments on the 
SFPUC’s proposed 10-Year Capital Plan for FY 2024-33, and Proposed FY 
2023-24 Capital Budget.  BAWSCA’s review of our Capital Plan and Budget is 
an important step in our budget process and we appreciate the time you and 
your staff dedicate towards this review.  

We have provided response to your initial questions below and will work with 
you to develop a prompt response timeframe for any additional questions you 
may have. 

1. Will the SFPUC provide written replies to BAWSCA’s comments and
questions prior to the February 14, 2023 Commission meeting?

In order to meet the intent of the WSA, BAWSCA is providing these comments and
anticipates sending further detailed comments after the January 30th budget
meeting. BAWSCA expects the SFPUC to respond to these comments in writing
prior to adoption of its 10-Year CIP FY 2024-33, regardless of whether the
comments are provided before or after the first budget meeting.

As I mentioned in my January 30th email, though SFPUC staff provided the
capital plan spreadsheets with projects and amounts on December 31,
2022, the rest of the January 30th Commission packet was not finalized until
January 23, at which point we immediately provided it to BAWSCA.

We apologize for the delay in providing a full packet of materials, as this
year’s adjusted budget process schedule did not capture the WSA
requirement.  We will take careful note and ensure to adhere to the
deadline in future budget cycles.

2. Characterizing the 10-Year Capital Plans for the Water Enterprise and
Hetch Hetchy Water as robust is a misnomer.
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Does the SFPUC anticipate that budgets proposed for the latter half of the 10-year 
Capital Plan will increase from what is currently reflected in the proposed 10-Year 
Capital Plan in order to address needed funding for work to rehabilitate dams and 
for work to implement alternative water supply projects? Does the SFPUC 
anticipate that the next 10-year Capital Plan (due to be developed for Commission 
consideration in February 2024) will address those budgetary considerations? 
 
We believe that the capital plans are robust. The Water Enterprise plan 
provides for full implementation of major Sunol Valley Water Treatment 
Plant improvements, including the addition of ozone treatment; significant 
water transmission line improvements on the Peninsula; improvements to 
the San Antonio Pump Station; and major improvements to the Millbrae 
facility which will contribute to overall staff productivity. The Hetch Hetchy 
Water plan includes completion of the Moccasin Generator Rehabilitation 
Project and the Mountain Tunnel Improvements Project; implementation of 
O’Shaughnessy Dam Improvements; and implementation of Moccasin Dam 
Improvements. 
 
Other dam rehabilitation projects are in development but are not yet ready 
to be included in the capital plans. They will be considered when more 
accurate cost estimates have been developed. The Alternative Water 
Supply projects are fully funded for the next 3 years, and as stated at the 
January 30 hearing, they will be the subject of the Alternative Water Supply 
Plan to be presented to the Commission this summer. Based on the 
Commission’s consideration of that plan we expect to have specific 
alternative water supply funding recommendations in the next budget cycle.  
 
The 10-year Capital Plan is developed based on the needs, priorities, and 
best project information available at the time. As projects evolve and asset 
needs emerge, the projects are re-prioritized for consideration in the next 
round of the 10-Year Capital Plan, balancing capital needs with available 
funding based on rate impacts and affordability. Thus, projects that were 
not included or were deferred in this Capital Plan may be prioritized higher 
and/or have larger proposed budgets in future plans based on the project 
requirements and system priorities at that time. 

 
 
3. Project deliverability challenges are likely to continue to impact the 

SFPUC’s ability to complete the planned Capital Plan work. 
 
Does the SFPUC believe that it can implement the first few years of this proposed 
10-Year Capital Plan with no significant deliverability challenges?  

 
The proposed costs in this capital plan went through a rigorous 
development process to ensure planned expenditures are realistically 
deliverable within the proposed project schedules. The Infrastructure 
Division analyzed the deliverability (the ability to implement projects and 
spend budgets according to the proposed schedules) of the capital 
programs using both “bottom up” and “top down” approaches, taking into 
consideration availability of staff and contracts and allowing schedule 
contingency for typical process times.  

 
Overall, the deliverability review has brought to light many challenges and 
resource needs that have impacted deliverability. Improved processes to 
better mitigate these challenges are currently being developed and will be 
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implemented over the next few years. In general, the findings support that 
the current programs can be delivered with current staffing and contracting 
levels, but there is very little contingency built in for risks such as staff turn-
over, long procurement times, and emergency response needs. In addition, 
current hiring and retention challenges warrant significant attention to fill 
existing vacancies and maintain staffing levels. Additional resources would 
need to be expanded to accommodate any increases in the programs. 
 
When will the Capital Planning and Delivery Group report-out their findings 
to the Commission and the public? 
 
Project teams from across the SFPUC are currently working on 
improvements to our capital planning and delivery processes with an aim to 
implement the first set of improvements during the next two-year budget 
cycle. We anticipate that we will bring our findings back to the Commission 
and the public alongside the kick-off of the next two-year budget cycle in 
(approximately) June 2023. 

 
 
4. Projected Wholesale Customer water sales used by the SFPUC for 

financial planning purposes differ from information provided in 
BAWSCA’s demand studies and adopted Wholesale Customer Urban 
Water Management Plans (UWMP).  

 
Will SFPUC staff, in its presentations to the Commission at the January 30, 2023 
hearing, provide clarity on the source and calculation of the projected Wholesale 
Customer water sales provided by the SFPUC finance department? BAWSCA asks 
that such clarity be provided in all associated materials moving forward. 
 
Water sale demand forecasts used in Financial Plans will be provided to 
the Commission both on January 30 and February 14. The January 30 
special budget hearing was not focused on setting the rates for wholesale 
customers nor on proposing the 10-Year Financial Plan, which is where 
water sales volume forecasts are relevant to financial outcomes. While we 
spoke to volume forecasts in the slides as a preview to the upcoming 10-
Year Financial Plan adoption, it was not the focus of the meeting. 
 
The 10-Year Financial Plan narrative report, which is provided with the 
Commission materials for the February 14 meeting, goes into extensive 
detail on this topic. Those forecasts incorporate many inputs, including 
actual sales projections, economic recovery, drought conservation 
projections, population changes, demand elasticity etc. and ultimately 
results in a conservative sales forecast.  

 
5. Projected debt increase over time is a significant concern. 
 

Please clarify the forecasted 10-year average Wholesale rate increase of 2.7% and 
explain how it is calculated. 
 
As will be shared in the February 14 meeting when the 10-Year Financial 
Plans are adopted, the projected average rate increase of 2.7% represents 
the average in wholesale rates from FY 2022-23 to FY 2032-33. Please 
note that the current version of the plans, which was updated after these 
slides were finalized, now shows a 2.5% average. Here’s the year-by-year 
breakdown: 
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Bay Area Water Supply and Conservation Agency 
and Regional Financing Authority 

Meeting Schedule through July 2024 

Schedule for BAWSCA Board Meetings (Meetings are held from approx. 6:30 – 8:45 p.m.) 

Date Location 

Thursday – March 16, 2023 Burlingame Community Center – Sequoia Room 

Thursday – May 18, 2023 Burlingame Community Center – Sequoia Room 

Thursday – July 20, 2023 Burlingame Community Center – Sequoia Room 

Thursday – September 21, 2023 Burlingame Community Center – Sequoia Room 

Thursday – November 16, 2023 Burlingame Community Center – Sequoia Room 

Thursday – January 18, 2024 Burlingame Community Center – Sequoia Room 

Thursday – March 21, 2024 Burlingame Community Center – Sequoia Room 

Thursday – May 16, 2024 Burlingame Community Center – Sequoia Room 

Thursday – July 18, 2024 Burlingame Community Center – Sequoia Room 

Schedule for RFA Board Meetings (Meeting time will be announced) 

Date Location 

Thursday – January 18, 2024 Burlingame Community Center – Sequoia Room 

Schedule for BAWSCA Board Policy Committee Meetings (Meetings held from 1:30-4:00 p.m.) 

Date Location 

Wednesday, April 12, 2023 Burlingame Community Center – Sequoia Room B 

Wednesday, June 14, 2023 Burlingame Community Center – Sequoia Room B 

Wednesday, August 9, 2023 Burlingame Community Center – Sequoia Room B 

Wednesday, October 11, 2023 Burlingame Community Center – Sequoia Room B 

Wednesday, December 13, 2023 Burlingame Community Center – Sequoia Room B 

Wednesday, February 14, 2024 Burlingame Community Center – Sequoia Room B 

Wednesday, April 10, 2024 Burlingame Community Center – Sequoia Room B 

Wednesday, June 12, 2024 Burlingame Community Center – Sequoia Room B 
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