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Table 4. Water Shortage Contingency Plan Demand Reduction Actions (DWR Table 8-2)

Shortage

Level

Demand Reduction Actions
Drop down list

These are the only categories that

will be accepted by the WUEdata

online submittal tool. Select those

that apply.

How much is this going to reduce

the shortage gap? Include units

used (volume type or percentage)

Additional Explanation or Reference

(optional)

Penalty, Charge,

or Other

Enforcement?
For Retail Suppliers

Only Drop Down List

1
Expand Public Information

Campaign

Studies have shown that a

targeted public information

campaign during a drought can

reduce water use by 7 - 8%

Implement voluntary water conservation measures that are

promoted through a public information campaign aimed at

increasing awareness through the distribution of literature and bill

inserts, newspaper advertisements, and educational speakers for

schools and other groups.

No

2

Landscape - Restrict or prohibit

runoff from landscape

irrigation

< 1%

SBMC 10.16.050 - Make unlawful the watering of grass, lawn,

groundcover, shrubbery, open ground crops and trees, in a manner

that results in runoff into sidewalks, gutters and streets or during

periods of precipitation, or to an extent which allows excess water

to run to waste.

Yes

2
Expand Public Information

Campaign

Studies have shown that a

targeted public information

campaign during a drought can

reduce water use by 7 - 8%

Intensify public information campaign. No

2
Landscape - Limit landscape

irrigation to specific times

Depends on times that irrigation

will be allowed, but can reduce

water use by 20-25 gallons per day

per household

SBMC 10.16.050 - Make unlawful the watering of grass, lawn,

groundcover, shrubbery, and trees, between the hours of nine a.m.

and four p.m. Odd addresses may water Monday and Thursday, even

addresses may water Tuesday and Friday, and non-numerical

addresses may water Monday and Thursday. Irrigation shall be

limited to 15 minutes per irrigation station. Outdoor irrigation during

and 48 hours following measurable precipitation is prohibited.

Yes

2

Other - Customers must repair

leaks, breaks, and malfunctions

in a timely manner

Boosts the effectiveness of other

methods - not readily quantifiable

SBMC 10.16.050 - Make unlawful the escape of water through leaks,

breaks, or malfunction within the water user’s plumbing or

distribution system for any period of time within which such break

or leak should reasonably have been discovered and corrected. It

shall be presumed that a period of ten days after the water user

discovers such break, leak, or malfunction, or receives notice from

the City of such condition, whichever occurs first, is a reasonable

time within which to correct such condition or to make arrangement

for correction.

Yes

2
Other - Require automatic shut

of hoses

Many suppliers already prohibit

unrestricted hose use

SBMC 10.16.050 - Make unlawful the use of hoses not having

automatic shut-off devices for the washing of cars, boats, trailers or

other vehicles.

Yes

2
Other - Prohibit use of potable

water for washing hard surfaces

Boosts other methods - not readily

quantifiable

SBMC 10.16.050 - Make unlawful the use of water from a hose for the

cleaning of buildings, structures, walkways, sidewalks, driveways,

patios, parking lots or hard-surfaced areas. The washing of windows

or structures with a bucket and squeegee is not prohibited.

Yes

2

Other - Prohibit vehicle

washing except at facilities

using recycled or recirculating

water

100-200 gallons/year/residential

connection

SBMC 10.16.050 - Make unlawful  the operation of a car wash using

water from the City's water system, unless water for such use is

recycled.

Yes

2 Other < 1%

SBMC 10.16.050 - Make unlawful the use of water from any fire

hydrant unless specifically authorized by permit from the Public

Works Director except by regularly constituted fire protection

agencies for fire suppression purposes.

Yes

2

Water Features - Restrict water

use for decorative water

features, such as fountains

Boosts other methods as a public

display of drought conservation,

difficult to quantify

SBMC 10.16.050 - Make unlawful the use of water to fill, clean or

maintain artificial or decorative lakes, fountains or ponds with a

capacity of one thousand gallons or more.

Yes

2

Other - Prohibit use of potable

water for construction and dust

control

3,000 gallons/acre/day for

construction areas

SBMC 10.16.050 - Make unlawful using potable water from whatever

source, in construction for dust control, or soil compaction unless

reclaimed (or “nonpotable”) water is not available. Vehicles hauling

and spraying such water must have standardized signs indicating

“reclaimed” or “nonpotable” water.

Yes

Add additional rows as needed
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	Article 1. Parties, Effective Date, And Defined Terms
	1.01. Definitions
	1.02. Parties
	1.03. Effective Date
	A. Except as provided in subsection C, this Agreement shall become effective only when it has been approved by San Francisco and by each of the entities listed in Section 1.02 and when San Francisco and each of those entities (except for the City of H...
	B. If San Francisco and all of the entities listed in Section 1.02 approve this Agreement and (except for the City of Hayward) an Individual Water Sales Contract on or before July 1, 2009, the effective date shall be July 1, 2009.  If San Francisco an...
	C. If by September 1, 2009 this Agreement has been approved by fewer than all of the entities listed in Section 1.02 or fewer than all of such entities (other than the City of Hayward) have entered into an Individual Water Sales Contract, but it has b...


	Article 2. Term; Amendments During Term
	2.01. Term
	2.02. Extension and Renewal of Term
	A. In December 2031, the SFPUC may provide written notice to the Wholesale Customers that it is willing to extend the Term of this Agreement.  Between January 1, 2032 and June 30, 2032, any Wholesale Customer may accept the SFPUC's offer to extend the...
	B. In December 2036, the SFPUC may provide written notice to the Wholesale Customers that it is willing to extend the Term of this Agreement.  Between January 1, 2037 and June 30, 2037, any Wholesale Customer may accept the SFPUC's offer to extend the...
	C. After the expiration of the Term, and, if applicable, the Extension Terms, this Agreement may be renewed by mutual consent of the parties, subject to any modifications thereof which may be determined at that time.  If fewer than all of the parties ...

	2.03. Amendments
	A. Amendments to Agreement; General
	1. This Agreement may be amended with the written consent of all parties.
	2. This Agreement may also be amended with the written consent of San Francisco and of Wholesale Customers representing at least two-thirds in number (i.e., 18 as of July 1, 2009) and seventy five percent (75%) of the quantity of water delivered by Sa...
	3. No amendment which adversely affects a Fundamental Right of a Wholesale Customer may be made without the written consent of that customer.  Amendments to Article 5 which merely affect the allocation of costs between City Retail customers on the one...
	4. When an amendment has been approved by San Francisco and the number of Wholesale Customers required in Section 2.03.A.2, San Francisco shall notify each of the Wholesale Customers in writing of the amendment's adoption.  Notwithstanding any provisi...

	B. Amendments to Article 9
	1. Notwithstanding the provisions of Sections 2.03.A.2 and 2.03.A.3, any provision of Article 9 which applies only to an individual Wholesale Customer may be amended with the written concurrence of San Francisco and the Wholesale Customer to which it ...

	D. Amendments to Individual Water Sales Contracts.  Individual Water Sales Contracts described in Section 9.01 may be amended with the written concurrence of San Francisco and the Wholesale Customer which is a party to that Individual Water Sales Cont...


	Article 3. Water Supply
	3.01. Supply Assurance
	A. San Francisco agrees to deliver water to the Wholesale Customers up to the amount of the Supply Assurance.  The Supply Assurance is for the benefit of the entities listed in Section 1.02, irrespective of whether or not they have executed this Agree...
	B. Both the Supply Assurance and the Individual Supply Guarantees identified in Section 3.02 are expressed in terms of daily deliveries on an annual average basis and do not themselves constitute a guarantee by San Francisco to meet peak daily or hour...
	C. The Supply Assurance is perpetual and shall survive the expiration or earlier termination of this Agreement.  Similarly, the Individual Supply Guarantees identified in Section 3.02 and/or the Individual Water Sales Contracts are perpetual and shall...
	D. Notwithstanding the Supply Assurance established by this section, the Individual Supply Guarantees identified in Section 3.02 and the Individual Water Sales Contracts, the amount of water made available by San Francisco to the Wholesale Customers i...

	3.02. Allocation of Supply Assurance
	A. Pursuant to Section 7.02 of the 1984 Agreement, a portion of the Supply Assurance has been allocated among 24 of the 26 Wholesale Customers.  These Individual Supply Guarantees are also expressed in terms of annual average metered deliveries of mil...
	B. Three Wholesale Customers do not have Individual Supply Guarantees.  The cities of San Jose and Santa Clara do not have an Individual Supply Guarantees because San Francisco has provided water to them on a temporary and interruptible basis as descr...
	C. If the total amount of water delivered by San Francisco to Hayward and to the Wholesale Customers that are listed on Attachment C exceeds 184 MGD over a period of three consecutive fiscal years (i.e., July 1 through June 30), then the Individual Su...
	1. The provisions of this subsection C are not in derogation of the reservation of claims to water in excess of the Supply Assurance which are contained in Section 8.07.  Nor do they constitute an acknowledgement by Wholesale Customers other than Hayw...
	2. The foregoing paragraph is not intended to and shall not constitute a contractual commitment on the part of San Francisco to furnish more water than the Supply Assurance to the Wholesale Customers or a concession by San Francisco that the provision...

	D. Notwithstanding the reservation of claims contained in Sections 3.02.C and 8.07, 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.  S...
	E. San Francisco shall install such new connections between the Regional Water System and the distribution system of any Wholesale Customer that are necessary to deliver the quantities of water to which the Wholesale Customer is entitled under this Ag...

	3.03. Wholesale Customer Service Areas
	A. Each of the Individual Water Sales Contracts described in Section 9.01 will contain, as an exhibit, a map of the Wholesale Customer’s service area.  A Wholesale Customer may not deliver water furnished to it by San Francisco outside the boundary of...
	B. If a Wholesale Customer wishes to expand its service area, it shall request San Francisco's consent to the expansion and provide information reasonably requested by San Francisco about the amount of water projected to be purchased from San Francisc...
	C. San Francisco may refuse a Wholesale Customer's request to expand its service area on any reasonable basis.  If San Francisco denies a request by a Wholesale Customer to expand its service area, or fails to act on the request for six months after i...
	D. This section will not prevent San Francisco and any Wholesale Customer, other than San Jose and Santa Clara, from agreeing in an Individual Water Sales Contract or an amendment thereto that:
	E. If two or more Wholesale Customers agree to adjust the boundaries of their respective service areas so that one assumes an obligation to serve customers in an area that was previously within the service area of another Wholesale Customer, they may ...
	F. San Francisco acknowledges that it has heretofore consented in writing to deliveries of water by individual Wholesale Customers outside their service area boundaries and agrees that nothing in this Agreement is intended to affect such prior authori...

	3.04. Permanent Transfers of Individual Supply Guarantees
	A. A Wholesale Customer that has an Individual Supply Guarantee may transfer a portion of it to one or more other Wholesale Customers, as provided in this section.
	B. Transfers of a portion of an Individual Supply Guarantee must be permanent.  The minimum quantity that may be transferred is 1/10th of a MGD.
	C. Transfers of portions of Individual Supply Guarantees are subject to approval by the SFPUC.  SFPUC review is limited to determining (1) whether a proposed transfer complies with the Act, and (2) whether the affected facilities in the Regional Water...
	D. The participants in a proposed transfer shall provide notice to the SFPUC specifying the amount of the Individual Supply Guarantee proposed to be transferred, the proposed effective date of the transfer, which shall not be less than 60 days after t...
	E. Within 30 days after the transfer has become effective, both the transferor and the transferee will provide notice to the SFPUC and BAWSCA.  By September 30 of each year during the Term, the SFPUC and BAWSCA will prepare an updated Attachment C to ...
	F. Amounts transferred will remain subject to pro rata reduction under the circumstances described in Section 3.02.C and according to the formula set forth in Attachment D.

	3.05. Restrictions on Resale
	3.06. Conservation; Use of Local Sources; Water Management Charge
	A. In order to support the continuation and expansion of water conservation programs, water recycling, and development of alternative supplies within the Wholesale Customers’ service areas, the SFPUC will, if requested by BAWSCA, include the Water Man...
	B. The SFPUC will work together with BAWSCA to explore ways to support water conservation programs, recycling projects, and conjunctive use alternatives outside the Wholesale Service Area, in particular projects and programs that have the potential to...
	C. Each Wholesale Customer shall take all actions within its legal authority related to water conservation that are necessary to insure that the SFPUC (a) remains eligible for (i) state and federal grants and (ii) access to the Drought Water Bank oper...
	D. San Francisco and each Wholesale Customer agree that they will diligently apply their best efforts to use both surface water and groundwater sources located within their respective service areas and available recycled water to the maximum feasible ...

	3.07. Restrictions on Purchases of Water from Others; Minimum Annual Purchases
	A. Each Wholesale Customer (except for Alameda County Water District and the cities of Milpitas, Mountain View and Sunnyvale) agrees that it will not contract for, purchase or receive, with or without compensation, directly or indirectly, from any per...
	B. The prohibition in subsection A does not apply to:
	1. recycled water;
	2. water necessary on an emergency and temporary basis, provided that the Wholesale Customer promptly gives San Francisco notice of the nature of the emergency, the amount of water that has been or is to be purchased, and the expected duration of the ...
	3. water in excess of a Wholesale Customer’s Individual Supply Guarantee.

	C. Alameda County Water District and the cities of Milpitas, Mountain View and Sunnyvale may purchase water from sources other than San Francisco, provided that San Francisco shall require that each purchase a minimum annual quantity of water from San...

	3.08 Water Quality
	3.09 Completion of WSIP
	3.10. Regional Water System Repair, Maintenance and Operation
	A. San Francisco will keep the Regional Water System in good working order and repair consistent with prudent utility practice.
	B. San Francisco will submit reports to its Retail and Wholesale Customers on the "State of the Regional Water System," including reports on completed and planned maintenance, repair or replacement projects or programs, by September of every even-numb...
	C. San Francisco will cooperate with any audit of the SFPUC's asset management practices that may be initiated and financed by BAWSCA or the Wholesale Customers.  BAWSCA may contract with third parties to conduct the audits.  San Francisco will consid...
	D. San Francisco will continue to operate its reservoirs in a manner that assigns higher priority to the delivery of water to the Bay Area and the environment than to the generation of electric power.  The SFPUC, as the Regional Water System operator,...

	3.11. Shortages
	A. Localized Water Reductions.  Notwithstanding San Francisco's obligations to deliver the Supply Assurance to the Wholesale Customers collectively and the Individual Supply Guarantees to Wholesale Customers individually, San Francisco may reduce the ...
	B. System-Wide Shortages and SFPUC Response to Regional Emergencies.  Following a major system emergency event, the SFPUC will work closely with its Wholesale Customers to monitor customer demand, including the demand source. In the event that any ind...
	1. All emergencies that require use of non-potable source water will require use of chlorine, or other suitable disinfectant, if feasible.
	2. San Francisco will use its best efforts to meet the seismic reliability and delivery reliability Level of Service Goals and Objectives adopted by the Commission in conjunction with the WSIP.  San Francisco will distribute water on an equitable basi...
	3. San Francisco's response to Emergencies will be guided by the then-current version of the ERRP.  The SFPUC shall periodically review, and the Commission may amend, the ERRP to ensure that it remains an up-to-date and effective management tool.
	4. The SFPUC will give the Wholesale Customers notice of any proposal to amend the ERRP in a manner that would affect them.  The notice will be delivered at least thirty days in advance of the date on which the proposal is to be considered by the Comm...

	C. Shortages Caused by Drought; Acquisition of Dry Year Supplies.  Notwithstanding San Francisco's obligations to deliver the Supply Assurance to the Wholesale Customers collectively and the Individual Supply Guarantees to Wholesale Customers individu...
	1. The Tier 1 Shortage Plan (Attachment H) will continue to be used to allocate water from the Regional Water System between Retail and Wholesale Customers during system-wide shortages of 20% or less.
	2. San Francisco and the Wholesale Customers may negotiate in good faith revisions to the Tier 1 Shortage Plan to adjust for and accommodate anticipated changes due to demand hardening in the SFPUC's Wholesale and Retail Service Areas.  Until agreemen...
	3. The SFPUC will honor allocations of water among the Wholesale Customers (“Tier 2 Allocations”) provided by BAWSCA or if unanimously agreed to by all Wholesale Customers.  If BAWSCA or all Wholesale Customers do not provide the SFPUC with Tier 2 All...
	4. San Francisco will use its best efforts to identify potential sources of dry year water supplies and establish the contractual and other means to access and deliver those supplies in sufficient quantity to meet a goal of not more than 20 percent sy...
	5. San Francisco will cooperate with BAWSCA to improve water supply reliability.  As an example of such cooperation, San Francisco may invite a representative of BAWSCA to attend and participate in meetings with third parties for development of dry ye...


	3.12. Wheeling of Water from Outside SFPUC System
	A. The transferor pays reasonable charges incurred by the SFPUC as a result of the wheeling, including capital, operation, maintenance, administrative and replacement costs (as such are defined in the Wheeling Statute).
	B. Wheeled water that is stored in the Regional Water System spills first.
	C. Wheeled water will not unreasonably: (1) impact fish and wildlife resources in Regional Water System reservoirs; (2) diminish the quality of water delivered for consumptive uses; or (3) increase the risk of exotic species impairing Regional Water S...
	D. Priority will be given to wheeling by Wholesale Customers or BAWSCA over arrangements for third-party public entities.

	3.13. Limits on New Customers
	A. New Wholesale Customers Prior to December 31, 2028.  Until December 31, 2028, San Francisco will not enter into contracts to supply water to any entity other than a Wholesale Customer (whether permanent or temporary, firm or interruptible) unless:
	1. It completes any necessary environmental review under CEQA of the proposed new wholesale water service obligations as provided in Section 4.07;
	2. It concurrently completes any necessary environmental review under CEQA as provided in Section 4.07 and commits to make both San Jose and Santa Clara permanent customers with Individual Supply Guarantees equal to at least 9 MGD; and
	3. This Agreement is amended to incorporate any commitments to proposed new wholesale customers and to San Jose and Santa Clara, and to address the effects, if any, of the new customer(s) on water supply reliability, water quality and cost to existing...

	B. New Wholesale Customers After December 31, 2028.  As of January 1, 2029, San Francisco will not enter into contracts to supply water to any entity other than a Wholesale Customer (whether permanent or temporary, firm or interruptible) unless:
	1. It completes any necessary environmental review under CEQA of the proposed new wholesale water service obligations as provided in Section 4.07;
	2. It concurrently completes any necessary environmental review under CEQA as provided in Section 4.07 and commits to make both San Jose and Santa Clara permanent customers with Individual Supply Guarantees equal to at least 9 MGD;
	3. Doing so increases the reliability of the Regional Water System; and
	4. This Agreement is concurrently amended (a) to reflect that increased reliability by means of an increased commitment by San Francisco to deliver water during Droughts and (b) to address the effects, if any, of the new customer(s) on water supply, w...

	C. New Retail Customers.  San Francisco may enter into new retail water service obligations outside of the City and County of San Francisco:
	1. Only in Alameda, San Mateo, Santa Clara, San Joaquin and Tuolumne Counties;
	2. That are within or immediately adjacent to areas in which it currently serves other Retail Customers; and
	3. Until the aggregate additional demand represented by the new retail customers reaches 0.5 MGD.

	D. Water Exchanges and Cost Sharing Agreements with Other Water Suppliers.  Subject to completion of necessary environmental review under CEQA, San Francisco may at any time enter into water exchanges or cost sharing agreements with other water suppli...

	3.14. Measurement of Water
	A. The parties recognize that continuous and accurate measurement of water deliveries to and from the Regional Water System and maintenance of complete and accurate records of those measurements is necessary (1) for the costs of the Regional Water Sys...
	B. It is the responsibility of the SFPUC to obtain and record these measurements.  To do so, the SFPUC shall install, maintain and operate measuring and recording equipment at the following locations: (1) inputs to the Regional Water System from all w...
	C. The SFPUC shall inspect, test, service, and calibrate the measuring and recording equipment installed at the locations described in subsection B and will repair or replace them when necessary, in order to ensure that their accuracy is consistent wi...
	D. The SFPUC shall continue to contract with a qualified independent metering consultant to perform periodic inspection, testing, servicing and calibration of the County-Line Meters, the In-City Terminal Reservoir Meters, and the System Input and In-L...
	E. System Input Meters measure water deliveries into the Regional Water System from sources such as Hetch Hetchy and the SFPUC’s water treatment plants.  System Input Meters also measure deliveries from the Regional Water System to outside sources or ...
	F. The locations of the smaller and more numerous meters described in subsection B (4) and (5) are not illustrated in Attachment J; however, they are also critical in the determination of cost allocations, and accordingly require continued maintenance...
	G. The SFPUC will prepare a Procedures Manual which will describe in detail the procedures for periodic inspection, testing, servicing and calibration of the measuring and recording equipment described in subsection B.  Once the Procedures Manual is c...
	H. If BAWSCA and the SFPUC are unable to agree on the water use calculations required by Attachment J for a particular year, the Wholesale Customers may file a demand for arbitration challenging the SFPUC's determination of the Wholesale Revenue Requi...

	3.15. New Sources of Water Supply to Maintain Supply Assurance
	A. Urgent Reductions of Existing Surface Water Supplies.  Sudden and unanticipated events may require San Francisco to act promptly to protect the health, safety and economic well-being of its Retail and Wholesale Customers.  Such sudden events includ...
	B. Non-Urgent Reductions of Existing Surface Water Supplies.  Climate change, regulatory actions and other events may impact San Francisco’s ability to maintain the Supply Assurance from its existing surface water supplies, but on timescales long enou...

	3.16. New Sources of Water Supply to Increase Supply Assurance
	A. Surface Water Supplies From Existing Watersheds After 2018.  The Commission action in SFPUC Resolution Number 08-0200, adopted October 30, 2008 requires certain decisions by San Francisco regarding whether to supply more than 265 MGD from its water...
	B. New Water Supplies.  If San Francisco seeks to develop additional water supplies from new sources to increase the Supply Assurance available to Wholesale Customers, studies and resulting water supply projects will be conducted jointly with BAWSCA u...

	3.17. Westside Basin Groundwater Storage and Recovery Project
	A. All In Lieu Water delivered to the Participating Pumpers shall be (1) temporary and interruptible in nature and (2) at the sole discretion of the SFPUC based on the total volume of water available to the Regional Water System.
	B. All In Lieu Water delivered to the Participating Pumpers shall be considered a delivery of water to storage and shall not be construed to affect or increase the Individual Supply Guarantees of these Wholesale Customers or to otherwise entitle them ...
	C. In the event that it is necessary to reduce the Participating Pumpers’ aggregate designated quantity of groundwater production allocation pursuant to Section 4.7 of the Project Operating Agreement, the SFPUC may supply an annual maximum of up to 50...
	D. Any operation and maintenance expenses incurred by the Participating Pumpers and the SFPUC that are related to the operation of Project Facilities and Shared Facilities for Project purposes shall be included as Regional pumping expenses under Secti...
	E. The Project Mitigation, Monitoring and Reporting Program (“MMRP”) adopted by the SFPUC included mitigation measure HY-6 to prevent well interference impacts to the Irrigation Well Owners.  In mitigation measure HY-6, the SFPUC agreed to provide sta...
	1. Irrigation Well Owner Replacement Water shall be limited to a cumulative maximum of 1.76 mgd and shall be delivered only in volumes necessary for mitigating well interference impacts as provided in the Project MMRP.  The supply of Irrigation Well O...

	H. All water recovered during shortages caused by drought from the SFPUC Storage Account for Regional benefit, by the Participating Pumpers and by the SFPUC for delivery to Retail and Wholesale Customers, shall be used to free up a comparable volume o...
	I. If the Project is terminated for any reason, including breach of the Project Operating Agreement by one or more of the Participating Pumpers or the SFPUC, a force majeure event as specifically defined by the Project Operating Agreement, or due to r...
	1. Any water remaining in the SFPUC Storage Account shall be used for the benefit of all customers of the Regional Water System;
	2. Outstanding eligible operation and maintenance expenses, including costs incurred during recovery of remaining stored water, will be allocated as provided in this Section 3.17 of this Agreement; and
	3. If Project Facilities are no longer capable of being used for a Regional benefit, the Wholesale Customers will be credited with their share of proceeds from disposition of Project Facilities or reimbursed their share of such capital costs for any P...

	J. In the event that a Participating Pumper establishes the occurrence of a force majeure event as defined in the Project Operating Agreement, the SFPUC may enter into negotiations with the Participating Pumper to take over the operation of the portio...

	3.18. Water Supply Agreement Amendment Required.

	Article 4. Implementation of Interim Supply Limitation.
	4.01. Interim Supply Limitation Imposed by SFPUC
	4.02. Retail and Wholesale Customer Allocations Under Interim Supply Limitation
	4.03. Transfers of Interim Supply Allocations
	A. Any Wholesale Customer, including Hayward, may transfer a portion of its Interim Supply Allocation to one or more other Wholesale Customers, as provided in this section. All Wholesale Customers are also eligible transferees, including California Wa...
	B. Transfers of a portion of an Interim Supply Allocation must be prospective.  The duration of a transfer cannot be less than the balance of the fiscal year.  The minimum quantity that may be transferred is 1/10th of a MGD.
	C. Transfers of portions of Interim Supply Allocations are subject to approval by the SFPUC.  SFPUC review is limited to determining (1) whether a proposed transfer complies with the Act, and (2) whether the affected facilities in the Regional Water S...
	D. The participants in a proposed transfer shall provide notice to the SFPUC specifying the amount of the Interim Supply Allocation proposed to be transferred and the proposed effective date of the transfer, which shall not be less than 60 days after ...
	E. Within 30 days after the transfer has become effective, both the transferor and the transferee will provide written notice to the SFPUC and BAWSCA.
	F. Transfers of Interim Supply Allocations shall continue in effect until the earlier of (1) delivery of written notice to the SFPUC by the transfer participants that the transfer has been rescinded or (2) December 31, 2018.

	4.04. Environmental Enhancement Surcharge
	A. Establishment of Environmental Enhancement Surcharge.  Beginning with wholesale water rates for fiscal year 2011-2012, and continuing for the duration of the Interim Supply Limitation, the Commission will establish the Environmental Enhancement Sur...
	B. Application of Environmental Enhancement Surcharge.  Beginning in fiscal year 2011-12, the Environmental Enhancement Surcharge will be levied only if and when combined Retail Customer and Wholesale Customer purchases exceed the Interim Supply Limit...
	1. Environmental Enhancement Surcharges related to the Retail Customers’ use in excess of their 81 MGD Retail Customer Allocation will be paid by the SFPUC, and no portion of such surcharges may be allocated to Wholesale Customers.  The method of reco...
	2. Environmental Enhancement Surcharges related to the individual Wholesale Customers’ use in excess of their respective Interim Supply Allocations will be paid to the SFPUC by individual Wholesale Customers.

	C. Collection of Environmental Enhancement Surcharge.  Notwithstanding the budget-coordinated rate setting process contemplated in Article 6 of this Agreement, the Environmental Enhancement Surcharge for any given year will be determined retrospective...
	D. Establishment of Fund for Environmental Enhancement Surcharge Proceeds.  Environmental Enhancement Surcharges paid by the SFPUC and by Wholesale Customers will be placed into a restricted reserve fund.  The SFPUC will request the San Francisco Boar...
	E. Use of Environmental Enhancement Surcharge Proceeds.  Specific uses of Environmental Enhancement Surcharges will be decided by the SFPUC and BAWSCA General Managers following input from environmental stakeholders and other interested members of the...

	4.05. San Jose/ Santa Clara Interim Supply Allocation and Process for Reduction/ Termination.
	A. In December 2010 and in each December thereafter through 2027, the SFPUC shall prepare and the Commission shall consider, at a regularly scheduled public meeting, a Water Supply Development Report detailing progress made toward (1) meeting the Inte...
	B. The annual Water Supply Development Report shall be based on water purchase projections and work plans prepared by the SFPUC for the Retail Customers and by BAWSCA for the Wholesale Customers, respectively, and submitted to the Commission in June o...
	C. If the Commission finds that the projections in the Water Supply Development Report show that (1) the Interim Supply Limitation will not be met by June 30, 2018, as a result of Wholesale Customers' projected use exceeding 184 MGD, or (2) the purcha...
	D. Upon issuance of the conditional notice of interruption or reduction, the SFPUC will prepare a new analysis of water supply that will be utilized by the San Francisco Planning Department in its preparation of any necessary documentation under CEQA ...
	E. Such notice of interruption or reduction will be rescinded if the Commission finds, based upon a subsequent annual Water Supply Development Report, that (1) sufficient progress has been made toward meeting the Interim Supply Limitation, or (2) proj...
	F. In no case shall any interruption or reduction of service to San Jose or Santa Clara pursuant to this section become effective less than two years from the completion of the CEQA process (not including resolution of any appeals or litigation) or te...
	G. If deliveries to San Jose and Santa Clara are interrupted, existing turnout facilities to San Jose and Santa Clara will remain in place for possible use during emergencies.
	H. San Francisco and the cities of San Jose and Santa Clara will cooperate with BAWSCA and the Santa Clara Valley Water District in the identification and implementation of additional water sources and conservation measures for the cities’ service are...

	4.06. San Francisco Decisions in 2028 Regarding Future Water Supply
	A. By December 31, 2028, San Francisco will have completed any necessary CEQA review pursuant to Section 4.07 that is relevant to making San Jose and Santa Clara permanent customers of the Regional Water System and will decide whether or not to make S...
	B. By December 31, 2028, San Francisco will have completed any necessary CEQA review pursuant to Section 4.07 and will decide how much water, if any, in excess of the Supply Assurance it will supply to Wholesale Customers from the Regional Water Syste...

	4.07. Retained Discretion of SFPUC and Wholesale Customers
	A. This Agreement contemplates discretionary actions that the SFPUC and the Wholesale Customers may choose to take in the future that could result in physical changes to the environment ("Discretionary Actions"). The Discretionary Actions include deci...
	B.  In considering any proposed Discretionary Actions, the SFPUC and Wholesale Customers retain absolute discretion to: (1) make such modifications to any of the proposed Discretionary Actions as may be necessary to mitigate significant environmental ...


	Article 5. Wholesale Revenue Requirement
	5.01. Scope of Agreement
	5.02. General Principles
	A. The SFPUC currently operates several enterprises, including the Water Enterprise, the Wastewater Enterprise, and the Hetch Hetchy Enterprise.
	B. The Wastewater Enterprise is responsible for treating sewage within San Francisco and provides no benefit to the Wholesale Customers.
	C. The Hetch Hetchy Enterprise is responsible for storing and transmitting water to the Water Enterprise, generating hydroelectric power and transmitting it to San Francisco, generating electric power within San Francisco, and distributing electricity...
	D. The Water Enterprise delivers water to both Retail Customers, which are located both within and outside San Francisco, and to the Wholesale Customers, all of which are located outside San Francisco.
	E. This Article implements two general principles as follows: (1) the Wholesale Customers should not pay for expenses of SFPUC operations from which they receive no benefit and (2) the Wholesale Customers should pay their share of expenses incurred by...
	F. To implement these general principles, the Wholesale Revenue Requirement will consist of, and be limited to, the Wholesale Customers’ shares of the following categories of expense:
	1. Capital cost recovery of Water Enterprise Existing Assets, and Hetch Hetchy Enterprise Existing Assets classified as Water-Only and the Water-Related portion of Joint assets (Section 5.03)
	2. Contribution to the capital cost of Water Enterprise New Regional Assets (Section 5.04)
	3. Water Enterprise operation and maintenance expenses, including power purchased from the Hetch Hetchy Enterprise that is used in the operation of the Water Enterprise (Section 5.05)
	4. Water Enterprise administrative and general expenses (Section 5.06)
	5. Water Enterprise property taxes (Section 5.07)
	6. The Water Enterprise’s share of the Hetch Hetchy Enterprise’s operation and maintenance, administrative and general, and property tax expenses (Section 5.08)
	7. The Water Enterprise’s share of the Hetch Hetchy Enterprise’s capital cost of New Assets classified as Water-Only and the Water-Related portion of Joint assets (Section 5.09)

	G. For purposes of establishing the rates to be charged Wholesale Customers, expenses will be based on the budget for, and estimates of water purchases in, the following fiscal year, as provided in Article 6.  For purposes of accounting, the Wholesale...
	H. In addition, rates charged to Wholesale Customers may include the Wholesale Customers’ contribution to a Wholesale Revenue Coverage Reserve, as provided in Section 6.06, which is not included in the Wholesale Revenue Requirement itself.

	5.03. Capital Cost Recovery - Existing Regional Assets
	A. SFPUC has previously advanced funds to acquire or construct Existing Assets used and useful in the delivery of water to both Wholesale Customers and Retail Customers.  The parties estimate that the Wholesale Customers’ share of the net book value o...
	B. In addition, SFPUC has also previously advanced funds received from Retail Customer revenues to acquire or construct assets included in Construction-Work-In-Progress (CWIP) as of June 30, 2009.  The parties estimate that the Wholesale Customers’ sh...
	C. In addition, the Commission has previously appropriated funds, advanced through rates charged to Retail Customers, for construction of capital projects.  Some of these projects are active, and have unexpended balances of appropriated funds that are...
	D. The parties agree that the Wholesale Customers’ share of the net book values of Existing Regional Assets as of June 30, 2008 as shown on Attachment K-1 are accurate. The compliance audit conducted on the calculation of the FY 2008-09 Suburban Reven...
	E. The original Attachments K-1 through K-4, based on estimates, shall be used for estimating the Wholesale Revenue Requirement for the fiscal year beginning July 1, 2009.  The revised Attachments, based on audited actuals, shall be used to determine ...
	F. The Wholesale Customers, acting through BAWSCA, may prepay the remaining unpaid Existing Assets principal balance, in whole or in part, at any time without penalty or early payment premium.  Any prepayments will be applied in the month immediately ...

	5.04. Capital Cost Contribution - New Regional Assets
	A. Debt-Funded Capital Additions.  The Wholesale Customers shall pay the wholesale share of Net Annual Debt Service for New Regional Assets.  The Regional projects in the WSIP are identified in Attachment L-1.
	1. The amount of Net Annual Debt Service for New Regional Assets will be determined for each series of Indebtedness issued.  Until the proceeds of a particular series are Substantially Expended, the amount attributable to specific projects will be bas...
	2. After the proceeds of a series are Substantially Expended, the SFPUC General Manager will prepare and execute a certificate showing the actual expenditure of proceeds at a level of detail equivalent to the initial General Manager certificate.  The ...
	3. The Wholesale Customers’ share of Net Annual Debt Service for the New Regional Assets that are categorized as Direct Wholesale will be 100 percent.  (None of the projects in the WSIP are categorized as Direct Wholesale.)  The Wholesale Customers’ s...
	4. If Indebtedness is issued by the SFPUC to refund the 2006 Revenue Bonds, Series A or to refund any other long-term Indebtedness issued after July 1, 2009, the Net Annual Debt Service attributable to proceeds used for refunding will be allocated on ...
	5. The SFPUC will prepare an annual report showing for each issue of Indebtedness and through the most recently completed fiscal year: (1) net financing proceeds available to pay project costs, (2) actual earnings on proceeds, (3) actual expenditures ...
	6. In addition to Net Debt Service, Wholesale Customers will pay a proportionate share of annual administrative costs associated with Indebtedness, such as bond trustee fees, credit rating agency fees, letter of credit issuer fees, San Francisco Reven...

	B. Revenue-Funded Capital Additions.  The Wholesale Customers shall pay the wholesale share of the appropriation contained in the SFPUC annual budget for each year to be used to acquire or construct New Regional Assets.  If such appropriations are rei...

	5.05. Water Enterprise Operation and Maintenance Expenses
	A. Source of Supply
	1. Description:  This category consists of the costs of labor, supervision and engineering; materials and supplies; and other expenses incurred in the operation and maintenance of collecting and impounding reservoirs, dams, wells and other water suppl...
	2. Allocation:  Direct Retail expenses, including water supply planning for Retail operations (such as City Retail water conservation programs), will be assigned to the Retail Customers.  Regional expenses will be allocated between Retail Customers an...

	B. Pumping
	1. Description:  This category consists of the costs of labor, supervision and engineering; materials and supplies; and other expenses incurred in the operation and maintenance of water pumping plants, ancillary structures and equipment and surroundin...
	2. Allocation:  Direct Retail expenses will be assigned to the Retail Customers.  Regional expenses will be allocated between Retail Customers and Wholesale Customers on the basis of Proportional Annual Use.  Direct Wholesale expenses will be assigned...

	C. Treatment
	1. Description:  This category consists of the costs of labor, supervision and engineering; materials and supplies and other expenses incurred in the operation and maintenance of water treatment plants and drinking water quality sampling and testing. ...
	2. Allocation:  Direct Retail expenses will be assigned to the Retail Customers.  Regional expenses will be allocated between Retail Customers and Wholesale Customers on the basis of Proportional Annual Use.  Direct Wholesale expenses will be assigned...

	D. Transmission and Distribution
	1. Description:  This category consists of the cost of labor, supervision and engineering; materials and supplies; and other expenses incurred in the operation and maintenance of transmission and distribution pipelines, appurtenances, meters (other th...
	2. Allocation:  Direct Retail Transmission and Distribution expenses will be assigned to the Retail Customers.  Regional Transmission and Distribution expenses will be allocated between Retail and Wholesale Customers on the basis of Proportional Annua...

	E. Customer Services
	1. Description:  This category consists of labor; materials and supplies; and other expenses incurred for meter reading, customer record keeping, and billing and collection for the Water Enterprise.
	2. Allocation:  Customer Services expenses will be allocated among the Water Enterprise, the Wastewater Enterprise, and Hetch Hetchy Enterprise in proportion to the time spent by employees in Customer Services for each operating department/enterprise....


	5.06. Water Enterprise Administrative and General Expenses
	A. Countywide Cost Allocation Plan
	1. Description:  This subcategory consists of the Water Enterprise’s share of the costs of San Francisco general government and other City central service departments which are not directly billed to the Water Enterprise or other operating departments...
	2. Allocation:  The Water Enterprise’s assigned share of central government costs as shown in the annual full-cost COWCAP prepared by the San Francisco Controller, will be allocated between Retail Customers and Wholesale Customers on the basis of the ...

	B. Services of SFPUC Bureaus
	1. Description:  This subcategory consists of the support services provided to the Water Enterprise by the SFPUC Bureaus, which presently consist of the General Manager’s Office, Business Services, External Affairs, and Infrastructure Bureau.  Busines...
	2. Allocation:  There are three steps involved in determining the Wholesale Customers’ share of SFPUC Bureau costs.
	a. Step One:  Bureau expenses which have either been recovered separately or which provide no benefit to Wholesale Customers will be excluded.  Examples of Bureau expenses recovered separately include (1) Customer Services expenses, which are recovere...
	b. Step Two:  Bureau expenses adjusted as provided in Step One will be allocated among the Water Enterprise, the Wastewater Enterprise and the Hetch Hetchy Enterprise on the basis of the actual salaries of employees in each enterprise or department, a...
	c. Step Three:  The amount allocated to the Water Enterprise through Step Two will be allocated between Retail Customers and Wholesale Customers on the basis of Proportional Annual Use.


	C. Water Enterprise Administrative and General
	1. Description:  This category includes expenses incurred by the Water Enterprise that are not readily assignable to specific operating divisions.  This category includes the following expenses:
	a. Water Administration:  This includes the costs of labor and other expenses of the administrative section of the Water Enterprise, supervision and engineering expenses, professional services, travel and training, equipment purchases, and materials a...
	b. Services Provided by Other City Departments:  This includes charges of other San Francisco departments directly billed to the Water Enterprise administration by other San Francisco departments for services ordered by the Water Enterprise, such as l...
	c. Litigation and Claims Paid:  This includes charges incurred for attorney services and claims and judgments paid in litigation arising from the operation of the Water Enterprise.

	2. Allocation:  In each of these three subcategories, expenses that benefit only Retail Customers will be excluded.  For example, the cost of claims and judgments resulting from a break in or leak from pipelines or reservoirs in the Retail Service Are...

	D. Compliance Audit.  The cost of the Compliance Audit described in Section 7.04 will be assigned 50 percent to the Retail Customers and 50 percent to the Wholesale Customers.

	5.07. Water Enterprise Property Taxes
	A. Description:  This category consists of property taxes levied against property owned by San Francisco located in Alameda, San Mateo and Santa Clara counties and used and managed by the SFPUC.
	B. Allocation:  All property taxes paid, net of (1) reimbursements received from lessees and permit holders, and (2) refunds from the taxing authority, are Regional expenses.  Net property taxes will be allocated between Retail Customers and Wholesale...

	5.08. Hetch Hetchy Enterprise Expenses
	A. Introduction.  There are two steps involved in determining the amount of the Wholesale Customers’ share of Hetch Hetchy Enterprise expenses.
	1. The first step is to determine the Water Enterprise’s share of Hetch Hetchy Enterprise operation expenses, maintenance expenses, administrative and general expenses, and property taxes.
	2. The second step is to determine the Wholesale Customers’ share of expenses allocable to the Water Enterprise.

	B. Determination of the Water-Related Portion of Hetch Hetchy Enterprise Expenses
	1. Operation and Maintenance Expenses:  This category consists of the cost of labor, materials and supplies, and other expenses incurred in operating and maintaining Hetch Hetchy Enterprise physical facilities.
	a. Description: Expenses associated exclusively with the production and distribution of hydroelectric power (e.g., generating plants and power transmission lines and towers, transformers and associated electric equipment, purchased power, wheeling cha...

	2. Administrative and General Expenses:  There are three subcategories of Hetch Hetchy Enterprise Administrative and General expenses.
	a. Full-Cost Countywide Cost Allocation Plan:  This subcategory consists of the cost of San Francisco general government and other City central service departments which are not directly billed to operating departments but allocated through the full-c...
	b. SFPUC Bureau Costs:  This subcategory consists of the expenses described in Section 5.06.B.  One hundred percent of Customer Services expenses allocated to the Hetch Hetchy Enterprise are categorized as Power-Only.  The remaining amount of Bureau e...
	c. Other Administrative and General:  This subcategory includes payments to the United States required by the Act, labor, supervision and engineering and other costs not readily assignable to a specific operation or maintenance function or program.  C...

	3. Property Taxes.  This category consists of property taxes levied against property owned by San Francisco in Tuolumne, Stanislaus, San Joaquin, and Alameda counties and operated and managed by the Hetch Hetchy Enterprise.

	C. Calculation of Wholesale Customers’ Share of Hetch Hetchy Enterprise Expenses.  The Water Enterprise’s share of Hetch Hetchy Enterprise expenses consist of 100 percent of Water-Only expenses and the Water-Related portion (45%) of Joint expenses.

	5.09. Hetch Hetchy Enterprise Capital Costs
	A. Introduction.  Wholesale Customers are also allocated a share of Hetch Hetchy Enterprise capital costs.
	B. Components of Capital Costs.  The components of Hetch Hetchy Enterprise capital costs are as follows:
	1. Existing Assets Cost Recovery.  The Wholesale Customers’ repayment of their share of Hetch Hetchy Existing Assets (Water-Only and the Water-Related portion [45 percent] of Joint assets) is shown on Attachment K-4 accompanying Section 5.03.
	2. Debt Service on New Assets.  The Water Enterprise will be assigned 100 percent of Net Annual Debt Service attributable to acquisition and construction of New Hetch Hetchy Enterprise assets that are Water-Only and the Water-Related portion (45 perce...
	3. Revenue-Funded Capital Additions.  The Water Enterprise will be assigned 100 percent of capital expenditures from revenues for New Hetch Hetchy Enterprise assets that are Water-Only and the Water-Related portion (45 percent) of such expenditures fo...

	C. Calculation of Wholesale Customers’ Share of Hetch Hetchy Enterprise Capital Costs.  The Wholesale Customers’ share of the Net Annual Debt Service and revenue funded capital expenditures determined under subsections B.2 and 3 shall be calculated by...

	5.10. Additional Agreements Related to Financial Issues
	A. Wholesale Customers Not Entitled to Certain Revenues.  The Wholesale Customers have no entitlement to any of the following sources of revenue to the SFPUC.
	1. Revenues from leases or sales of SFPUC real property.
	2. Revenues from the other utility services such as the sale of electric power, natural gas and steam.
	3. Revenues from the sale of water to customers and entities other than the Wholesale Customers.
	4. Revenues earned from the investment of SFPUC funds other than funds contributed by the Wholesale Customers to the Wholesale Revenue Coverage Reserve described in Section 6.06 or the Wholesale Capital Fund described in Section 6.08.  Wholesale Custo...
	5. Revenues not related to the sale of water.

	B. Wholesale Customers Not Charged with Certain Expenses.  The Wholesale Customers will not be charged with any of the following expenses:
	1. Capital costs for assets constructed or acquired prior to July 1, 1984 other than Existing Asset costs that are repaid pursuant to Section 5.03.
	2. Expenses incurred by the SFPUC for generation and distribution of electric power, including Hetch Hetchy Enterprise Power-Only expenses and the Power-Related share of Hetch Hetchy Enterprise Joint expenses. An exception to this is Regional energy c...
	3. Expenses incurred by SFPUC in providing water to Retail Customers.
	4. Expenses associated with the SFPUC’s accruals or allocations for uncollectible Retail Water accounts.
	5. Attorneys’ fees and costs incurred by the Wholesale Customers that a court of competent jurisdiction orders San Francisco to pay as part of a final, binding judgment against San Francisco as provided in Section 8.03.B.2.
	6. Any expenses associated with funding any reserves (other than the required Wholesale Revenue Coverage Reserve described in Section 6.06) accrued and not anticipated to be paid within one year unless such reserve is established by mutual agreement o...
	7. Any expenses accrued in respect to pending or threatened litigation, damage or personal injury claims or other loss contingencies unless projected to be paid within one year.  Otherwise, such expenses will be charged to the Wholesale Customers when...
	8. Any expense associated with installing, relocating, enlarging, removing or modifying meters and service connections at the request of an individual Wholesale Customer.
	9. The Retail Customers’ portion of any Environmental Enhancement Surcharges imposed to enforce the Interim Supply Limitation set forth in Section 4.04.

	C. Revenues Not Credited to Payment of Wholesale Revenue Requirement.  The following payments by Wholesale Customers, individually or collectively, are not credited as Wholesale revenues for purposes of Section 6.05.B:
	D. Other
	1. The Wholesale Customers will receive a proportional benefit from funds received by the SFPUC from (a) governmental grants, rebates, reimbursements or other subventions, (b) private-sector grants for Regional capital or operating purposes of the Wat...
	2. The Wholesale Customers will receive a proportionate benefit from recovery of damages, including liquidated damages, by SFPUC from judgments against or settlements with contractors, suppliers, sureties, etc., related to Regional Water System projec...
	3. The SFPUC will continue to charge Wholesale Customers for assets acquired or constructed with proceeds of Indebtedness on which Wholesale Customers paid Debt Service during the Term of this Agreement on the “cash” basis (as opposed to the “utility”...


	5.11. Classification of Existing System Assets.
	A. Water Enterprise Assets.  Water Enterprise assets are currently managed, operated, and maintained by the Water Enterprise and are generally located west of Alameda East Portal, in addition to the treatment facilities located at Tesla and the Thomas...
	B. Hetch Hetchy Enterprise Assets.  Hetch Hetchy Enterprise assets are currently managed, operated and maintained by the Hetch Hetchy Enterprise and are generally located east of the Alameda East Portal of the Coast Range Tunnel in Sunol Valley, Alame...
	C. Attachment R Documents Classifications.  To facilitate WSA administration, Attachment R documents the classification of major Existing System Assets operated by the Hetch Hetchy Enterprise.  Attachment R consists of three documents: R-1 Introductio...
	D. Attachment R-3, Major Hetch Hetchy Enterprise Existing System Assets is Not Exhaustive. Existing System Assets include, but are not limited to, land; fixed infrastructure such as dams, tunnels, buildings, water treatment plants and pipelines; equip...
	E. Attachment R-3, Major Hetch Hetchy Enterprise Existing System Assets Classifications are Fixed.  The classification of the major Hetch Hetchy Enterprise Existing System Assets is fixed and shall control the allocation of capital costs and operating...
	F. Attachment R-2, Special Classification of Discrete Projects for 2018 Amendment Purposes.   Past, ongoing and future capital projects involving five Hetch Hetchy Enterprise Existing System Assets defined in Attachment R-2 have classifications that d...
	G. Five Year Notice of Intent to Renegotiate Cost Allocation.  In the event San Francisco or the Wholesale Customers, which may be represented by BAWSCA, wish to propose and negotiate a change in Existing System Asset classifications, or a change in t...


	Article 6. Integration of Wholesale Revenue Requirement with SFPUC Budget Development and Rate Adjustments
	6.01. General
	A. The purpose of the allocation bases set forth in Article 5 is to determine the Wholesale Revenue Requirement for each fiscal year.  The Wholesale Revenue Requirement can only be estimated in advance, based on projected costs and water deliveries.  ...
	B. After the close of each fiscal year, the procedures described in Article 7 will be used to determine the actual Wholesale Revenue Requirement for that year, based on actual costs incurred, allocated according to the provisions of Article 5, and usi...
	C. The balancing account shall be managed as described in Section 6.05.

	6.02. Budget Development
	6.03. Rate Adjustments
	A. Budget Coordinated Rate Adjustments.  Adjustments to the rates applicable to the Wholesale Customers shall be coordinated with the budget development process described in this section except to the extent that Sections 6.03.B and 6.03.C authorize e...
	1. Adjustments to the wholesale rates will be adopted by the Commission at a regularly scheduled meeting or at special meeting, properly noticed, called for the purpose of adjusting rates or for taking any other action under the jurisdiction of the Co...
	2. The SFPUC will send a written notice by mail or electronic means to each Wholesale Customer and to BAWSCA of the recommended adjustment at least thirty (30) days prior to the date of the meeting at which the Commission will consider the proposed ad...
	3. The SFPUC shall prepare and provide to each Wholesale Customer and to BAWSCA the following materials: (a) a table illustrating how the increase or decrease in the Wholesale Revenue Requirement and wholesale rates were calculated, substantially in t...
	4. Rate adjustments will be effective no sooner than thirty (30) days after adoption of the wholesale rate by the Commission.
	5. San Francisco will use its best efforts to provide the Wholesale Customers with the information described above.  San Francisco's failure to comply with the requirements set forth in this section shall not invalidate any action taken by the Commiss...
	6. Because delays in the budget process or other events may cause San Francisco to defer the effective date of Wholesale Customer rate adjustments until after the beginning of San Francisco's fiscal year, nothing contained in this Agreement shall requ...

	B. Emergency Rate Increases.  The Commission may adjust the Wholesale Customers’ rates without complying with the requirements of Section 6.03.A in response to an Emergency that damages the Regional Water System and disrupts San Francisco’s ability to...
	C. Drought Rates.  If the Commission declares a water shortage emergency under Water Code Section 350, implements the Tier 1 Shortage Plan (Attachment H) described in Section 3.11.C, and imposes drought rates on Retail Customers, it may concurrently a...

	6.04. Rate Structure
	A. This Agreement is not intended and shall not be construed to limit the Commission’s right (a) to adjust the structure of the rate schedule applicable to the Wholesale Customers (i.e., the relationship among the several charges set out therein) or (...
	B. If the SFPUC intends to recommend that the Commission adopt one or more changes to the structure of wholesale rates (currently set forth in SFPUC Rate Schedule W-25), it shall prepare and distribute to the Wholesale Customers and BAWSCA a report de...
	C. The SFPUC may recommend, and the Commission may adopt, changes in the structure of wholesale rates at any time.  However, the new rate schedule implementing these changes will become effective at the beginning of the following fiscal year.

	6.05. Balancing Account
	A. Balancing Account Established Under 1984 Agreement.  The amount of credit in favor of San Francisco as of the expiration of the term of 1984 Agreement (June 30, 2009) is not known with certainty as of preparation and execution of this Agreement.  I...
	1. In setting wholesale rates for FY 2009-10, SFPUC will include a balancing account repayment of approximately $2 million.
	2. In setting wholesale rates for FY 2010-11 and following years, SFPUC will include a balancing account repayment of not less than $2 million and not more than $5 million annually until the full amount of the balance due, plus interest at the rate sp...
	3. The actual ending balance as of June 30, 2009 will be determined, by the parties’ agreement or arbitral ruling, after the Compliance Audit report for FY 2008-09 is delivered to BAWSCA.  That amount, once determined, will establish the principal to ...

	B. Balancing Account Under This Agreement
	1. Operation.  After the close of each fiscal year, the SFPUC will compute the costs allocable to the Wholesale Customers for that fiscal year pursuant to Article 5, based on actual costs incurred by the SFPUC and actual amounts of water used by the W...
	2. Integration of Balancing Account with Wholesale Rate Setting Process.  If the amount in the balancing account is owed to the Wholesale Customers (a positive balance), the SFPUC shall take it into consideration in establishing wholesale rates.  Howe...
	a. If a positive balance is maintained for three successive years and represents 10 percent or more of the Wholesale Revenue Requirement for the most recent fiscal year, the SFPUC shall consult with BAWSCA as to the Wholesale Customers’ preferred appl...
	b. If the amount in the balancing account is owed to the SFPUC (a negative balance), the SFPUC shall not be obligated to apply all or any part of the negative balance in establishing wholesale rates for the immediately ensuring year.  Instead, the SFP...



	6.06. Wholesale Revenue Coverage Reserve
	A. The SFPUC may include in wholesale rates for any fiscal year an additional dollar amount (“Wholesale Revenue Coverage”), which for any fiscal year shall equal the following:
	1. The lesser of (i) 25% of the Wholesale Customers’ share of Net Annual Debt Service for that fiscal year determined as described in Section 5.04.A, or (ii) the amount necessary to meet the Wholesale Customers’ proportionate share of Debt Service cov...
	2. A credit for (i) the actual amounts previously deposited in the “Wholesale Revenue Coverage Reserve” (as defined in subsection B below), (ii) accrued interest on the amounts on deposit in the Wholesale Revenue Coverage Reserve, and (iii) an amount ...

	B. During each fiscal year, the SFPUC will set aside and deposit that portion of revenue equal to Wholesale Revenue Coverage into a separate account that the SFPUC will establish and maintain, to be known as the “Wholesale Revenue Coverage Reserve.” D...
	C. Within 180 days following the later of expiration of the Term or final payment of Debt Service due on Indebtedness issued during the Term to which Wholesale Customers were contributing, SFPUC shall rebate to the Wholesale Customers an amount equal ...
	D. SFPUC shall provide a schedule of debt issuance (with assumptions), and the Wholesale Customers’ share of Net Annual Debt Service (actual and projected) expected to be included in wholesale rates starting in 2009-10 through the expected completion ...
	E. Conditions in the municipal bond market may change from those prevailing in 2009.  If, prior to expiration of the Term, the SFPUC determines that it would be in the best financial interest of both Retail Customers and Wholesale Customers of the Reg...
	F. Any increase in Debt Service coverage proposed by the SFPUC shall be commensurate with Proportional Water Use by Retail and Wholesale Customers.  If the SFPUC demonstrates that an increase in Debt Service coverage will result in equivalent percenta...

	6.07. Working Capital Requirement
	A. The SFPUC maintains working capital in the form of unappropriated reserves for the purpose of bridging the gap between when the SFPUC incurs operating expenses required to provide service and when it receives revenues from its Retail and Wholesale ...
	B. Applying this approach, annual wholesale working capital equals one-sixth of the wholesale allocation of operation and maintenance, administrative and general, and property tax expenses for the Water and Hetch Hetchy Enterprises.  Wholesale working...
	C. Each month, the sum of the Water Enterprise and Hetch Hetchy Enterprise working capital components will be compared with the ending balance in the Wholesale Revenue Coverage Reserve to determine if the Wholesale Customers provided the minimum requi...

	6.08. Wholesale Capital Fund
	A. The SFPUC currently funds revenue-funded capital projects through annual budget appropriations that are included in rates established for that fiscal year and transferred to a capital project fund from which expenditures are made.  Consistent with ...
	B. The SFPUC shall establish a comparable Wholesale Revenue-Funded Capital Fund (Wholesale Capital Fund) to enable the Wholesale Customers to fund the wholesale share of revenue-funded New Regional Assets.  The Wholesale Capital Fund balance is zero a...
	C. The SFPUC will expend revenues appropriated and transferred to the Wholesale Capital Fund only on New Regional Assets.  The annual capital appropriation included in each fiscal year’s budget will be provided to BAWSCA in accordance with Section 6.0...
	D. Commencing on November 30, 2010 and thereafter in each fiscal year during the Term, the SFPUC will also provide an annual report to BAWSCA on the status of individual revenue-funded New Regional Assets, substantially in the form of Attachment M-2.
	E. In order to prevent the accumulation of an excessive unexpended and unencumbered balance in the Wholesale Capital Fund, the status of the fund balance will be reviewed through the annual Compliance Audit, commencing in FY 2018-19. The FY 2018-19 Co...
	F. Three years prior to the end of the Term, the SFPUC and BAWSCA will discuss the disposition of the Wholesale Capital Fund balance at the end of the Term.  Absent agreement, any balance remaining in the Wholesale Capital Fund at the end of the Term ...

	6.09. SFPUC Adoption of Regional Water System 10-Year Capital Improvement Program
	A. Established Level of Service Goals and Objectives.  In approving the WSIP, the Commission adopted Level of Service Goals and Objectives that are, in part, used to develop capital programs related to water, including the 10-Year Capital Improvement ...
	B. Submittal of an Asset Management Policy.  Prior to December 31, 2020, the SFPUC shall develop and submit to the Commission for approval an Asset Management Policy applicable to the Regional Water System.
	C. Coordination of 10-Year CIP and SFPUC Budget Meetings.  The Commission annually reviews, updates, and adopts a 10-Year CIP pursuant to Section 8B.123 of the San Francisco Charter.  At two-year intervals, the Commission holds two budget meetings con...
	D. Mid-cycle Changes to the 10-Year CIP.  The SFPUC shall include within the Water Enterprise Capital Improvement Program Quarterly Projects Reports that it provides to the Commission (“CIP Quarterly Projects Reports”) discussion of any material chang...
	E. BAWSCA and Wholesale Customer Notice and Review.  Beginning in 2020, at least 30 days before the first budget meeting, the SFPUC shall provide BAWSCA and the Wholesale Customers with written notice of the dates of the two budget meetings.  At least...
	F. Contents of Draft 10-Year CIP – Projects in Years One and Two of 10-Year Schedule.  The SFPUC’s CIP projects generally fall into three categories: defined projects, placeholder concepts that could become projects, and programmatic spending for expe...
	G. Contents of Draft 10-Year CIP – Projects Listed After First Two Years of 10-Year Schedule.  For each project that is listed in years three through ten of the 10-Year CIP, the draft 10-Year CIP made available to BAWSCA and the Wholesale Customers sh...
	H. Additional Contents of Draft 10-Year CIP.  The draft 10-Year CIP made available to BAWSCA and the Wholesale Customers shall also include the following:
	I. Quarterly Reporting and Meetings.
	1. CIP Quarterly Projects Reports.  The SFPUC shall include within the CIP Quarterly Projects Reports a detailed status update of each Regional project in the 10-Year CIP that has an estimated cost greater than $5 million and a summary of the work com...
	2. Quarterly Meetings.  If requested by BAWSCA, the SFPUC shall hold quarterly meetings with BAWSCA to review each CIP Quarterly Projects Report, during which the SFPUC shall present information and detail about the individual projects and overall imp...



	Article 7. Accounting Procedures; Compliance Audit
	7.01. SFPUC Accounting Principles, Practices
	A. Accounting Principles.  San Francisco will maintain the accounts of the SFPUC and the Water and Hetch Hetchy Enterprises in conformity with Generally Accepted Accounting Principles.  San Francisco will apply all applicable pronouncements of the Gov...
	B. General Rule.  San Francisco will maintain the accounting records of the SFPUC and the Water and Hetch Hetchy Enterprises in a format and level of detail sufficient to allow it to determine the annual Wholesale Revenue Requirement in compliance wit...
	C. Water Enterprise.  San Francisco will maintain an account structure which allows utility plant and operating and maintenance expenses to be segregated by location (inside San Francisco and outside San Francisco) and by function (Direct Retail, Regi...
	D. Hetch Hetchy Enterprise.  San Francisco will maintain an account structure which allows utility plant and operating and maintenance expenses to be segregated into Water Only, Power Only and Joint categories.
	E. SFPUC.  San Francisco will maintain an account structure which allows any expenses of SFPUC bureaus that benefit only the Wastewater Enterprise, the Power-Only operations of the Hetch Hetchy Enterprise or Retail Customers to be excluded from the Wh...
	F. Utility Plant Ledgers.  San Francisco will maintain subsidiary plant ledgers for the Water and Hetch Hetchy Enterprises that contain unique identifying numbers for all assets included in the rate base and identify the original cost, annual deprecia...
	G. Debt.  San Francisco will maintain documentation identifying:
	1. The portion of total bonded debt outstanding related to each series of each bond issue.
	2. The portion of total interest expense related to each series of each bond issue.
	3. The use of proceeds of each bond issue (including proceeds of commercial paper and/or other interim financial instruments redeemed or expected to be redeemed from bonds and earnings on the proceeds of financings) in sufficient detail to determine, ...

	H. Changes in Accounting.  Subject to subsections A thru G, San Francisco may change the chart of accounts and accounting practices of the SFPUC and the Water and Hetch Hetchy Enterprises.  However, the allocation of any expense to the Wholesale Custo...
	I. Audit.  San Francisco will arrange for an audit of the financial statements of Water and Hetch Hetchy Enterprises to be conducted each year by an independent certified public accountant, appointed by the Controller, in accordance with Generally Acc...

	7.02. Calculation of and Report on Wholesale Revenue Requirement
	A. Within five months after the close of each fiscal year, San Francisco will prepare a report showing its calculation of the Wholesale Revenue Requirement for the preceding fiscal year and the change in the balancing account as of the end of that fis...
	B. The report will consist of the following items:
	1. Statement of changes in the balancing account for the fiscal year being reported on, and for the immediately preceding fiscal year, substantially in the form of Attachment O.
	2. Detailed supporting schedules 8.1 through 8.2 substantially in the form of Attachment N-2.
	3. Description and explanation of any changes in San Francisco’s accounting practices from those previously in effect.
	4. Explanation of any line item of expense (shown on Attachment N-2, schedules 1 and 4) for which the amount allocated to the Wholesale Customers increased by (a) ten percent or more from the preceding fiscal year, or (b) more than $1,000,000.
	5. Representation letter signed by the SFPUC General Manager and by other SFPUC financial staff shown on Attachment P, as the General Manager may direct, subject to change in position titles at the discretion of the SFPUC.

	C. The report will be delivered to the BAWSCA General Manager by the date identified in Subsection A.
	1. Provide BAWSCA with access to, and copies of, all worksheets and supporting documents used or prepared by San Francisco during its calculation of the Wholesale Revenue Requirement;
	2. Make available to BAWSCA all supporting documentation and calculations used by San Francisco in preparing the report; and
	3. Promptly provide answers to questions from BAWSCA staff about the report.


	7.03. Appointment of Compliance Auditor
	A. Purpose.  The purpose of this section is to provide for an annual Compliance Audit by an independent certified public accountant of the procedures followed and the underlying data used by San Francisco in calculating the Wholesale Revenue Requireme...
	B. Method of Appointment.  The Controller shall select an independent certified public accountant (“Compliance Auditor”) to conduct the Compliance Audit described below.  The Compliance Auditor may be the same certified public accountant engaged by th...

	7.04. Conduct of Compliance Audit
	A. Standards.  The Compliance Auditor shall perform the Compliance Audit in accordance with Generally Accepted Auditing Standards.  In particular, its review shall be governed by the standards contained in Section AU 623 (Reports on Specified Elements...
	B. Preliminary Meeting; Periodic Status Reports; Access to Data.  Prior to commencing the audit, the Compliance Auditor shall meet with San Francisco and BAWSCA to discuss the audit plan, the procedures to be employed and the schedule to be followed. ...
	C. Audit Procedures.  The Compliance Auditor shall review San Francisco’s calculation of the Wholesale Revenue Requirement and the underlying data in order to carry out the purpose of the audit described in Section 7.03.A and to issue the report descr...
	1. Water Enterprise Operating and Maintenance Expenses.  The Compliance Auditor shall review Water Enterprise cost ledgers to determine whether the recorded operating and maintenance expenses fairly reflect the costs incurred, were recorded on a basis...
	2. Water Enterprise Administrative and General Expenses.  The Compliance Auditor shall review Water Enterprise cost ledgers and other appropriate financial records, including those of the SFPUC, to determine whether the recorded administrative and gen...
	3. Property Taxes.  The Compliance Auditor shall review Water Enterprise cost ledgers to determine whether the amount of property taxes shown on the report fairly reflects the property tax expense incurred by San Francisco for Water Enterprise  proper...
	4. Debt Service.  The Compliance Auditor shall review SFPUC records to determine whether debt service, and associated coverage requirements, were allocated to the Wholesale Customers as provided in this Agreement.
	5. Amortization of Existing Assets in Service as of June 30, 2009.  The Compliance Auditor shall review both Water and Hetch Hetchy Enterprise records to determine whether the payoff amount for Existing Assets allocated to the Wholesale Customers as s...
	6. Revenue-Funded Capital Appropriations/Expenditures.  The Compliance Auditor shall review San Francisco’s calculation of actual expenditures on the wholesale share of revenue-funded New Regional Assets and remaining unexpended and unencumbered proje...
	7. Hetch Hetchy Expenses.  The Compliance Auditor shall determine whether Hetch Hetchy Enterprise expenses were allocated to the Wholesale Customers as provided in this Agreement.

	D. Use of and Reliance on Audited Financial Statements and Water Use Data
	1. In performing the audit, the Compliance Auditor shall incorporate any adjustments to the cost ledgers recommended by the independent certified public accountant, referred to in Section 7.01.I, which audited the financial statements of the Water and...
	2. In performing the Compliance Audit and issuing its report, the Compliance Auditor may rely on water use data furnished by the Water Enterprise, regardless of whether the Wholesale Customers contest the accuracy of such data.  The Compliance Auditor...

	E. Exit Conference.  Upon completion of the audit, the Compliance Auditor shall meet with San Francisco and BAWSCA to discuss audit findings, including (1) any material weakness in internal controls and (2) adjustments proposed by the Compliance Audit...

	7.05. Issuance of Compliance Auditor’s Report
	A. San Francisco will require the Compliance Auditor to issue its report no later than nine months after the fiscal year under audit (i.e., March 31 of the following calendar year).  The Compliance Auditor’s report shall be addressed and delivered to ...
	1. A statement that the Auditor has audited the report on the calculation of the Wholesale Revenue Requirement and changes in the balancing account, and supporting documents, prepared by San Francisco as required by Section 7.02.
	2. A statement that the audit was conducted in accordance with auditing standards generally accepted in the United States of America, and that the audit provides a reasonable basis for its opinion.
	3. A statement that in the Compliance Auditor’s opinion the Wholesale Revenue Requirement was calculated by San Francisco in accordance with this Agreement and that the change in the balancing account shown in San Francisco’s report was calculated as ...


	7.06. Wholesale Customer Review
	A. One or more Wholesale Customers, or BAWSCA, may engage an independent certified public accountant (CPA) to conduct a review (at its or their expense) of San Francisco’s calculation of the annual Wholesale Revenue Requirement and a review of changes...
	B. If a Wholesale Customer or BAWSCA wishes such a review to be conducted it will provide written notice to SFPUC within 30 days of the date the Compliance Auditor’s report is issued.  The notice will identify the CPA or accounting/auditing firm that ...
	C. San Francisco will cooperate with the CPA appointed by a Wholesale Customer or BAWSCA.  This cooperation includes making requested records promptly available, making knowledgeable SFPUC personnel available to timely and truthfully answer the CPA’s ...
	D. The Wholesale Customer’s review shall be completed within 60 days after the date the Compliance Auditor’s report is issued.  At the conclusion of the review, representatives of San Francisco and BAWSCA shall meet to discuss any differences between ...


	Article 8. Other Agreements of the Parties
	8.01. Arbitration and Judicial Review
	A. General Principles re Scope of Arbitration.  All questions or disputes arising under the following subject areas shall be subject to mandatory, binding arbitration and shall not be subject to judicial determination:
	1. the determination of the Wholesale Revenue Requirement, which shall include both the calculations used in the determination and the variables used in those calculations;
	2. the SFPUC’s adherence to accounting practices and conduct of the Compliance Audit; and
	3. the SFPUC’s classification of new or omitted assets for purposes of determining the Wholesale Revenue Requirement.

	B. Demand for Arbitration.  If any arbitrable question or dispute should arise, any Wholesale Customer or the SFPUC may commence arbitration proceedings hereunder by service of a written Demand for Arbitration.  Demands for arbitration shall set forth...
	C. Limitations Period.  All Demands For Arbitration shall be served within twelve months of receipt by BAWSCA of the Wholesale Revenue Requirement Compliance Auditor’s Report for that year.   If a party fails to file a Demand within the time period sp...
	D. Number and Appointment of Arbitrators.  All arbitration proceedings under this section shall be conducted by a single arbitrator, selected by the SFPUC and a designated representative of the Wholesale Customers or each group of Wholesale Customers ...
	E. Guidelines for Qualifications of Arbitrators.  The Wholesale Customers and the SFPUC acknowledge that the qualifications of the arbitrator will vary with the nature of the matter arbitrated, but, in general, agree that such qualifications may inclu...
	F. Powers of Arbitrator; Conduct of Proceedings
	1. Except as provided in this section, arbitrations under this section shall be conducted under and be governed by the provisions of California Code of Civil Procedure Sections 1282.2 through 1284.2 (hereinafter, collectively, “Code sections”), and ar...
	2. Within the meaning of the Code sections, the term “neutral arbitrator” shall mean the single arbitrator selected by the parties to the arbitration.
	3. Unless waived in writing by the parties to the arbitration, the notice of hearing served by the arbitrator shall not be less than 90 days.
	4. The lists of witnesses (including expert witnesses), and the lists of documents (including the reports of expert witnesses) referred to in Code of Civil Procedure Section 1282.2 shall be mutually exchanged, without necessity of demand therefore, no...
	5. Within thirty days after the close of the arbitration hearing, or such other time as the arbitrator shall determine, the parties will submit proposed findings and a proposed remedy to the arbitrator.  The parties may file objections to their advers...
	6. The arbitrator shall render a written award no later than twelve months after the arbitrator is appointed, either by the parties or by the court, provided that such time may be waived or extended as provided in Code of Civil Procedure Section 1283....
	7. The provisions for discovery set forth in Code of Civil Procedure Section 1283.05 are incorporated into and made part of this Agreement, except that: (a) leave of the arbitrator need not be obtained for the taking of depositions, including the depo...
	8. For the purposes of allocation of expenses and fees, as provided in Code of Civil Procedure Section 1284.2, if any two or more Wholesale Customers join together in a single, joint position in the arbitration, those Wholesale Customers shall be deem...
	9. Subject to any other limitations imposed by the Agreement, the arbitrator shall have power to issue orders mandating compliance with the terms of the Agreement or enjoining violations of the Agreement.  With respect to any arbitration brought to re...
	10. All awards of the arbitrator shall be binding on the SFPUC and the Wholesale Customers regardless of the participation or lack thereof by any Wholesale Customer or the SFPUC as a party to the arbitration proceeding.  The parties to an arbitration ...


	8.02. Attorneys’ Fees
	A. Arbitration or Litigation Between San Francisco and Wholesale Customers Arising under the Agreement or Individual Water Sales Contracts.  Each party will bear its own costs, including attorneys’ fees, incurred in any arbitration or litigation arisi...
	B. Arbitration or Litigation Outside of Agreement Concerning the SFPUC Water System or Reserved Issues
	1. The attorneys’ fees and costs incurred by the SFPUC in litigation between San Francisco and one or more of the Wholesale Customers arising from matters outside of the Agreement, including, without limitation, litigation and/or arbitration concernin...
	2. If, in any litigation described in subsection B.1 above, attorneys’ fees and costs are awarded to one or more of the Wholesale Customers as prevailing parties, the SFPUC’s payment of the Wholesale Customers’ attorneys’ fees and costs shall not be a...
	3. If, in any litigation described in subsection B.1, the SFPUC obtains an award of attorneys’ fees and costs as a prevailing party against one or more of the Wholesale Customers, any such award shall be reduced to offset the amount of the SFPUC’s fee...
	4. Nothing contained in this Agreement, including this subsection, shall authorize a court to award attorneys’ fees and costs to a prevailing party as a matter of contract and/or the provisions of Civil Code Section 1717, in litigation between San Fra...

	C. Attorneys Fees and Costs Incurred by the SFPUC in Connection with the Operation and Maintenance of the SFPUC Water Supply System.  All attorneys’ fees and costs incurred by the SFPUC in connection with the operation and maintenance of the SFPUC’s w...

	8.03. Annual Meeting and Report
	A. The parties wish to ensure that the Wholesale Customers may, in an orderly way, be informed of matters affecting the Regional Water System, including matters affecting the continuity and adequacy of their water supply from San Francisco.
	1. Capital additions under construction or being planned for the Regional Water System, including the status of planning studies, financing plans, environmental reviews, permit applications, etc.;
	2. Water use trends and projections for Retail Customers and Wholesale Customers;
	3. Water supply conditions and projections;
	4. The status of any administrative proceedings or litigation affecting San Francisco’s water rights or the SFPUC’s ability to deliver water from the watersheds which currently supply the Regional Water System;
	5. Existing or anticipated problems with the maintenance and repair of the Regional Water System or with water quality;
	6. Projections of Wholesale Revenue Requirements for the next five years;
	7. Any other topic which the SFPUC General Manager places on the agenda for the meeting;
	8. Any topic which the Wholesale Customers, through BAWSCA, request be placed on the agenda, provided that the SFPUC is notified of the request at least 10 days before the meeting.

	B.  The General Manager of the SFPUC, the Assistant General Manager of the Water Enterprise, and the Assistant General Manager of Business Services-CFO will use their best efforts to attend the annual meetings.  If one or more of these officers are un...

	8.04. Administrative Matters Delegated to BAWSCA
	A. The Wholesale Customers hereby delegate the authority and responsibility for performing the following administrative functions contemplated in this Agreement to BAWSCA:
	1. Approval of calculations of Proportional Annual Water Use required by Section 3.14 and Attachment J, “Water Use Measurement and Tabulation”;
	2. Approval of amendments to Attachments J and K-3 and K-4, “25-Year Payoff Schedules for Existing Rate Base”;
	3. Agreement that the Water Meter and Calibration Procedures Manual to be prepared by the SFPUC may supersede some or all of the requirements in Attachment J, as described in Section 3.14;
	4. Conduct of Wholesale Customer review of SFPUC’s calculation of annual Wholesale Revenue Requirement/Change in Balancing Account described in Section 7.06;
	5. Approval of an adjustment to Wholesale Revenue Coverage as described in Section 6.06.

	B. A majority of the Wholesale Customers may, without amending this Agreement, delegate additional administrative functions to BAWSCA.  To be effective, such expanded delegation must be evidenced by resolutions adopted by the governing bodies of a maj...
	C. Unless otherwise explicitly stated, the administrative authority delegated to BAWSCA may be exercised by the General Manager/CEO of BAWSCA, rather than requiring action by the BAWSCA Board of Directors.  In addition, the Wholesale Customers may, wi...

	8.05. Preservation of Water Rights; Notice of Water Rights Proceedings
	A. It is the intention of San Francisco to preserve all of its water rights, irrespective of whether the water held under such water rights is allocated under this Agreement.  Nothing in this Agreement shall be construed as an abandonment, or evidence...
	B. San Francisco shall use its best efforts to give prompt notice to BAWSCA of any litigation or administrative proceedings to which San Francisco is a party involving water rights to the Regional Water System.  The failure of San Francisco to provide...

	8.06. SFPUC Rules and Regulations
	8.07. Reservations of, and Limitations on, Claims
	A. General Reservation of Raker Act Contentions.  The 1984 Agreement resolved a civil action brought against San Francisco by certain of the Wholesale Customers.  Plaintiffs in that action contended that they, and other Wholesale Customers that are mu...
	B. Claims Reserved but not Assertable During Term or Portions Thereof.  The following claims, which San Francisco disputes, are reserved but may not be asserted during the Term (or portions thereof, as indicated):
	1. The Wholesale Customers’ claim that the Act entitles them to water at cost.
	2. The Wholesale Customers’ claim that San Francisco is obligated under the Act or state law to supply them with additional water in excess of the Supply Assurance.  This claim may not be asserted unless and until San Francisco decides not to meet pro...
	3. The claim by San Jose and Santa Clara that they are entitled under the Act, or any other federal or state law, to permanent, non-interruptible status and to be charged rates identical to those charged other Wholesale Customers.  This claim may not ...
	4. he Wholesale Customers’ claim that the SFPUC is not entitled to impose a surcharge for lost power generation revenues attributable to furnishing water in excess of the Supply Assurance.  This claim may not be asserted unless and until SFPUC furnish...
	5. Claims by Wholesale Customers (other than San Jose and Santa Clara, whose service areas are fixed) that SFPUC is obligated under the Act or state law to furnish water, within their Individual Supply Guarantee, for delivery to customers outside thei...

	C. Waived Activities.  The Wholesale Customers (and the SFPUC, where specified) will refrain from the following activities during the Term (or portions thereof, as specified):
	1. The Wholesale Customers and the SFPUC will not contend before any court, administrative agency or legislative body or committee that the methodology for determining the Wholesale Revenue Requirement (or the requirements for (a) amortization of the ...
	2. The Wholesale Customers will not challenge the transfer of funds by the SFPUC to any other San Francisco City department or fund, provided such transfer complies with the San Francisco City Charter.  The transfer of its funds, whether or not permit...
	3. The Wholesale Customers and the SFPUC will not assert monetary claims against one another based on the 1984 Agreement other than otherwise arbitrable claims arising from the three fiscal years immediately preceding the start of the Term (i.e., FYs ...


	8.08 Prohibition of Assignment
	8.09. Notices
	A. All notices and other documents that San Francisco is required or permitted to send to the Wholesale Customers under this Agreement shall be sent to each and all of the Wholesale Customers by United States mail, first class postage prepaid, address...
	B. All notices or other documents which the Wholesale Customers are required or permitted to send to San Francisco under this Agreement shall be sent by United States mail, first class postage prepaid, addressed as follows:
	C. Each Wholesale Customer is a member of BAWSCA.  San Francisco shall send a copy of each notice or other document which it is required to send to all Wholesale Customers to BAWSCA addressed as follows:
	D. Any party (or BAWSCA) may change the address to which notice is to be sent to it under this Agreement by notice to San Francisco (in the case of a change desired by a Wholesale Customer or BAWSCA ) and to the Wholesale Customer and BAWSCA (in the c...

	8.10. Incorporation of Attachments
	8.11. Interpretation
	8.12. Actions and Approvals by San Francisco
	8.13. Counterparts
	8.14. Limitations on Damages
	A. Unless otherwise prohibited by this Agreement, general or direct damages may be recovered for a breach of a party’s obligations under this Agreement.  No party is liable for, or may recover from any other party, special, indirect or consequential d...
	B. The limitations in subsection A apply only to claims for damages for an alleged breach of this Agreement.  These limitations do not apply to claims for damages for an alleged breach of a legal duty that arises independently of this Agreement, estab...
	C. If damages would be an inadequate remedy for a breach of this Agreement, equitable relief may be awarded by a court in a case in which it is otherwise proper.
	D. This section does not apply to any claim of breach for which arbitration is the exclusive remedy pursuant to Section 8.01.A.

	8.15. Force Majeure
	A. Excuse from Performance.  No party shall be liable in damages to any other party for delay in performance of, or failure to perform, its obligations under this Agreement, including the obligations set forth in Sections 3.09 and 4.06, if such delay ...
	B. Notice.  The party claiming excuse shall deliver to the other parties a written notice of intent to claim excuse from performance under this Agreement by reason of a Force Majeure Event.  Notice required by this section shall be given promptly in l...
	C. Obligation to Restore Ability to Perform.  Any suspension of performance by a party pursuant to this section shall be only to the extent, and for a period of no longer duration than, required by the nature of the Force Majeure Event, and the party ...

	8.16. No Third-Party Beneficiaries
	8.17. Good Faith and Fair Dealing

	Article 9. Implementation and Special Provisions Affecting Certain Wholesale Customers
	9.01 General; Individual Water Sales Contracts
	A. As described in Section 1.03, San Francisco previously entered into Individual Water Sales Contracts with each of the Wholesale Customers.  The term of the majority of Individual Water Sales Contracts will expire on June 30, 2009, concurrently with...
	B. The Individual Water Sales Contracts will describe the service area of each Wholesale Customer, identify the location and size of connections between the Regional Water System and the Wholesale Customer’s distribution system, provide for periodic r...

	9.02. California Water Service Company
	A. The parties recognize that the California Water Service Company is an investor- owned utility company and, as such, has no claim to co-grantee status under the Act, which specifically bars private parties from receiving for resale any water produce...
	B. The total quantity of water delivered by San Francisco to the California Water Service Company shall not in any calendar year exceed 47,400 acre feet, which is the estimated average annual production of Local System Water.  If San Francisco develop...
	C. Notwithstanding anything in Section 8.08 to the contrary, California Water Service Company shall have the right to assign to a public agency having the power of eminent domain all or a portion of the rights of California Water Service Company under...
	D. Should California Water Service Company seek to take over or otherwise acquire, in whole or in part, the service obligations of another Wholesale Customer under Section 3.03.E, it will so inform San Francisco at least six months prior to the effect...
	E. Nothing in this Agreement shall preclude San Francisco from selling water to any county, city, town, district, political subdivision, or other public agency for resale to customers within the service area of the California Water Service Company.  N...
	F. Nothing in this Agreement shall alter, amend or modify the Findings of Fact and Conclusions of Law and the Judgment dated May 25, 1961, in that certain action entitled City and County of San Francisco v. California Water Service Company in the Supe...

	9.03. City of Hayward
	A. San Francisco and the City of Hayward (“Hayward”) entered into a water supply contract on February 9, 1962 (“the 1962 contract”) which provides, inter alia, that San Francisco will supply Hayward with all water supplemental to sources and supplies ...
	B. The intention of the parties is to continue the 1962 contract, as amended, in effect as the Individual Water Sales Contract between San Francisco and Hayward.  Accordingly, it shall not be necessary for San Francisco and Hayward to enter into a new...

	9.04. Estero Municipal Improvement District
	A. San Francisco and the Estero Municipal Improvement District (“Estero”) entered into a water supply contract on August 24, 1961, the term of which continues until August 24, 2011 (“the 1961 Contract”).  The 1961 Contract provides, inter alia, that S...
	B. The intention of the parties is to terminate the 1961 Contract and replace it with a new Individual Water Sales Contract which will become effective on July 1, 2009.  The new Individual Water Sales Contract will describe the current service area of...

	9.05. Stanford University
	A. The parties recognize that The Board of Trustees of The Leland Stanford Junior University (“Stanford”) operates a non-profit university, and purchases water from San Francisco for redistribution to the academic and related facilities and activities...
	B. Notwithstanding anything in Section 8.08 to the contrary, Stanford shall have the right to assign to a public agency having the power of eminent domain all or a portion of the rights of Stanford under this Agreement or the Individual Water Sales Co...

	9.06. City of San Jose and City of Santa Clara
	A. Continued Supply on Temporary, Interruptible Basis.  During the term of the 1984 Agreement, San Francisco provided water to the City of San Jose (“San Jose”) and the City of Santa Clara (“Santa Clara”) on a temporary, interruptible basis pursuant t...
	B. Reservation of Rights.  In signing this Agreement, neither San Jose nor Santa Clara waives any of its rights to contend, in the event that San Francisco (1) elects to terminate or interrupt water deliveries to either or both of the two cities prior...

	9.07. City of Brisbane, Guadalupe Valley Municipal Improvement District, Town of Hillsborough
	A. The parties acknowledge that San Francisco has heretofore provided certain quantities of water to the City of Brisbane (“Brisbane”), Guadalupe Valley Municipal Improvement District (“Guadalupe”) and the Town of Hillsborough (“Hillsborough”) at spec...
	1. Nothing in this Agreement is intended to alter, amend or modify the terms of SFPUC Resolution No. 74-0653 or the indenture of July 18, 1908 between the Guadalupe Development Company and the Spring Valley Water Company.
	2. Nothing in this Agreement is intended to alter, amend or modify the Findings of Fact and Conclusions of Law and Judgment dated May 25, 1961 in that certain action entitled City and County of San Francisco v. Town of Hillsborough in the Superior Cou...
	3. Nothing in this Agreement is intended to affect or prejudice any claims, rights or remedies of Guadalupe or of Crocker Estate Company, a corporation, or of Crocker Land Company, a corporation, or of San Francisco, or of their successors and assigns...
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