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SUBJECT: A RESOLUTION APPOINTING THE BAY AREA WATER SUPPLY AND 
CONSERVATION AGENCY TO NEGOTIATE A MASTER WATER 
CONTRACT WITH SAN FRANCISCO 

RECOMMENDATION 

Adopt a resolution appointing the Bay Area Water Supply and Conservation Agency as 
authorized representative of the City in discussions/negotiatioi~s with Sail Francisco for an 
agreenleilt to provide a permanent, non-inteiruptible and reliable high quality water supply at a 
fair price. 

OUTCOME 

Approval of the recommended resolution will allow the Bay Area Water Supply and 
Conselvation Agency (BAWSCA) to represent the City in negotiations for the terllls on which 
Sail Francisco will deliver water after the City's cu~rent Hetcll-Hetchy water supply coiltract 
expires on June 30, 2009. Final approval of the contract will remain with the City Council. 

BACKGROUND 

The Sail JosC Municipal Water System (Muni Water) purchases wholesale water froill San 
Frailcisco under the Agreenlent and Master Water Sales Contract, signed in 1984 with San 
Francisco. This water is purchased and distributed in Muni Water's Nol-th Sail Jos6/Alviso 
service area. The cui-rent Master Agreement, along with the individual water supply contract 
between Sail Frailcisco and San Josk, will expire in June 2009. 

BAWSCA was fornled in the spring of 2003 in order to represent the iilterests of the 28 local 
retailers who purchase water wholesale from the Sail Francisco systenl (Attachment 1). 
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BAWSCA has the authority to directly represent the needs of its member agencies as necessary 
to ensure a reliable supply of high-quality water at a fair price. 

The City's current contract provides for a temporaiy, interruptible supply. Pursuant to previous 
Council direction, staff has advised BAWSCA that the City wishes to negotiate for a permanent, 
non-interruptible supply, and BAWSCA has agreed to incorporate this direction into the contract 
negotiations. 

ANALYSIS 

The current Master Contract is expiring at a time of change and uncertainty. San Francisco is 
currently facing numerous challenges related to eilsuring a reliable water supply, including the 
rebuilding and improvenlent of the regional system under the Water System Iinprovemeilt 
Progranl (WSIP), as well as securing additional diversions fi-om the Tuolumne River. San 
Francisco has indicated that it may seek changes to the finailcia1 provisions of the Master 
Contract, and that negotiations inay be used to seek comn~itments from retail agencies to 
impleineilt even more aggressive conservation and recycling measures. Sail Francisco has not yet 
made any firm comn~itinents to meeting the increased demand in the wholesale service area, 
which is projected to occur by 2030, even after cost-effective conservation measures and 
recycling projects are deployed. 

BAWSCA has prepared its staff and assembled a teain of consultants in preparatioil for taking on 
the responsibility of negotiating the new master agreeinent with Sail Francisco on behalf of the 
28 BAWSCA retail agencies listed in Attacl~nlent 1. Sinlilar resolutions are being considered, or 
have already been adopted, by these other agencies. 

Similar to the case in 1984, BAWSCA will negotiate the illaster agreement, which will be 
foiwarded to Council for final approval and adoption. The master agreemeilt will address the 
"global" issues c o n ~ n ~ o i ~  to all agencies, including water supply reliability, water quality, cost 
allocatioi~, efficient contract administration, and increased collaboration. The City will negotiate 
its individual water supply contract relative to the amount of water Sail Jose can purchase 
directly with San Francisco. 

BAWSCA is prepared to negotiate on behalf of the 28 BAWSCA retail agencies in a mailner 
whicl~ is more efficient and effective than individual inaster agreeinent negotiations between Sail 
Francisco and retail agencies. "Strength in numbers" is especially impoi-tant given the 
con~plexity of water supply issues relating to the potential restoration of Hetch-Hetchy Valley, 
increasing diversions of supply from the Tuolun~ne River, aggressive water conservation 
measures, and drought assurances. BAWSCA will attempt to secure a coiltract that chailges San 
Jose's status fi-0111 teinporary and interruptible to permanent and 11011-ii~terruptible. 

BAWSCA has a strong in-house staff, and has asseillbled an equally strong team of consultailts 
in each of the disciplines likely to be called on during negotiations. Negotiations would be led by 
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BAWSCA's General Manager, Art Jensen, with support fi-om experienced staff familiar with the 
Sail Francisco system and the current issues. BAWSCA has secured a consultailt team with a 
wide base of knowledge, including specialized firins in the areas of accounting, econon~ics, 
engineering, municipal finance, legal counsel, and strategic counsel. 

The general goal of the negotiation process can be suinnlarized as the obtainment of an 
agreement that provides for a reliable supply of high-quality water at a fair price. A few of the 
specific elements that contribute to these goals include: 

Completion of the WSIP on time and on budget, with coinmitinent to good system 
maintenance practices in the future 
Equal treatment in delivery of water by Sail Francisco to custon~ers inside and outside of 
San Francisco in the event of a major system disruption 
Firm individual entitlements for each agency, with flexibility to trade water entitlements, 
and water, among BAWSCA agencies 
A coinmitment by Sail Francisco to deliver potable water requiring no additional 
treatment 
Prompt notification of possible Safe Drinking Water Act violations or changes in water 
quality affecting individual custoillers 
Provide greater flexibility in adillinistration to prevent sharp rate fluctuations from year to 
year 

PUBLIC OUTREACH/INTEREST 

1 Criteria 1: Requires Council action on the use of public funds equal to $1 million or 
greater. 
(Required: Website Posting) -. 

Criteria 2: Adoption of a new or revised policy that may have in~plications for public 
health, safety, quality of life, or financial/econon~ic vitality of the City. (Required: E- 
mail and Website Posting) 

1 Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that 
may have impacts to community services and have been identified by staff, Council or a 
Coinn~unity group that requires special outreach. (Required: E-mail, Website Posting, 
Commu~lity Meetings, Notice in appropriate newspapers) 

Although this action does not meet any of the criteria above, this memo ran dun^ is posted on the 
City's Council Agenda Website. 

COORDINATION 

This project has been coordinated with the City Attoi~ley's Office. 
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CEQA 

Not a project 

j6~m ST~FFLEBEAN 
Director, Eilvironinental Services 

For questions please contact Mansour Nasser, Acting Deputy Director, at (408) 277-3671. 

Attachment 



Attachment 1 

Alameda County Water District 1 

City of Brisbane 2 

City of Burlingame 3 

Cal Water Service Co. - Bear Gulch 4a 

Cal Water Service Co. - Bayshore 4b 

Coastside County Water District 5 

City of Daly City 6 

East Palo Alto 7 

Estero Municipal Improvement Disbict 8 

Guadalupe Valley Municipal Improvement District 9 

I Citv of Havward I 10 I 
Town of Hillsborough 11 

Los Trancos Countv Water District 12 

City of Menlo Park 13 

Mid-Peninsula Water District I 14 

City of Millbrae 15 

City of Milpitas A 16 
City of Mountain View I 
North Coast Countv Water Disbict 18 

City of Palo Alto 19 

Purissima Hills Water District I 20 

I Cih, of Redwcod Cih, 1 21 1 
City of San B N ~ O  I 22 
Citv of San lose 23 i 

I Stanford Universih, 1 26 1 
City of Sunnyvale 27 

Westborouoh Water District 1 28 




