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California American Wholesale Water Agreement O

Description/Analysis

Issue: The California American Water Company (Cal Am) currently receives water from
the City for Cal Am’s Southgate service area under an existing wholesale water supply
agreement. Currently, Cal Am may purchase up to 1.13 millions of gallons of water per
day, described as firm capacity. The proposed agreement would increase the amount of
firm water supplied to Cal Am on a wholesale basis for use in portions of Cal Am’s service
areas, by an additional 1.17 million gallons per day (mgd) capacity, to a total of 2.3 mgd
firm capacity. A firm water supply is a supply that is routinely available. The proposed
agreement includes provisions to supply this additional increment of capacity from
groundwater at times when flows in the lower American River fall below the so-called
Hodge flow criteria; this condition is included to be consistent with limitations specified for
Cal Am and the City in the Water Forum Agreement. Cal Am is currently entitled to
purchase additional non-firm (surplus) surface water capacity that is only available during
the non-peak season after all other water supply needs are met and only when flows in
the river exceed the Hodge flow criteria. Surplus water will continue to be available to Cal
Am under this agreement.

Policy Considerations: The City’s American River water rights authorize the wholesale
supply of City water to other purveyors that provide retail water service to areas outside of the
City but within the place of use authorized under the City’s water rights. The proposed
agreement has been approved by the Water Forum.

Environmental Considerations: The initial study prepared for the project determined that the
proposed project is an anticipated subsequent project identified and described in the 2030
General Plan Master EIR, that the proposed project is consistent with the 2030 General Plan
land use designation and the permissible densities and intensities of use for the project site,
that the discussions of cumulative impacts, growth-inducing impacts, and irreversible
significant effects in the Master EIR are adequate for the proposed project, and that the
proposed project would have additional significant environmental effects not previously
examined in the Master EIR. Mitigation measures were identified to reduce all effects to a
less-than-significant level. A Mitigated Negative Declaration was prepared and circulated for
public review for a 30-day period.

Staff received several inquiries regarding the project during the public review period. The
inquiries related to the project generally, and did not raise issues relevant to the environmental
document. Adoption of the Mitigated Negative Declaration and Mitigation Monitoring Program
are appropriate actions under the California Environmental Quality Act (CEQA).

Sustainability Considerations: The agreement will allow Cal Am to perform conjunctive use
management of its water supply, which benefits the City in maintaining a sustainable
groundwater basin.

Commission/Committee Action: Not Applicable
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California American Wholesale Water Agreement

Rationale for Recommendation: The wholesale water agreement will result in increased water
sales, which allows the City to distribute fixed cost over a larger rate base. Additionally, the sale of
wholesale water allows the City to perfect its water rights.

Financial Considerations: Under the Agreement, the Company will pay the City capital facility
connection fees of approximately $2.6 million, and $1,500,000 for infrastructure improvements to
produce groundwater, as well as quantity charges for water delivered.

Emerging Small Business Development (ESBD): Not Applicable
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Background

The California American Water Company (Cal Am) is an investor owned utility
that serves three separate areas located adjacent to the City. Cal Am and the
City have an existing wholesale water supply agreement that allows Cal Am to
purchase water, at a maximum firm capacity rate of 1.13 mgd, for use in its
Parkway service area. This agreement will supersede and replace that
agreement and includes the following provisions:

Cal Am may purchase up to 2.3 mgd (firm capacity) of wholesale water for
use in any one of its service areas (Arden, Rosemont and Parkway).

Of the 2.3 mgd firm capacity, the first 1.13 mgd is always surface water,
and the remaining 1.17 mgd is surface water or groundwater depending
on the river flow condition in the American River. If the river flows are
below the so-called Hodge Flow criteria, then the additional 1.17 mgd is
provided by pumping groundwater — if river flows are above the Hodge
Flow criteria, then the additional 1.17 mgd is provided by diverting surface
water. These provisions are included in the proposed agreement to be
consistent with limitations specified for Cal Am and the City in the Water
Forum Agreement.

Cal Am will pay the City $1.5 million to construct a well or rehabilitate
existing wells to produce groundwater to comply with the foregoing
condition.

Cal Am also will be entitled to purchase additional non-firm (surplus)
surface water capacity that is only available during the non-peak season
after all other water supply needs are met and only when flows in the river
exceed the Hodge flow criteria.

Cal Am will pay the City approximately $2.6 million in connection fees for
the necessary surface water and transmission main capacity.

Cal Am will pay the City a monthly service charge plus a volumetric rate
per hundred cubic feet supplied that is established annually utilizing a
wholesale rate calculation methodology.

This agreement allows Cal Am to utilize conjunctive use management of its water
supply, which benefits the City in maintaining a sustainable groundwater basin.
Conjunctive use water management is one of the elements of the Water Forum
Agreement.
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9,

RESOLUTION NO.
Adopted by the Sacramento City Council

ADOPTING THE MITIGATED NEGATIVE DECLARATION AND THE MITIGATION
REPORTING PROGRAM AND APPROVING WHOLESALE WATER AGREEMENT

WITH
CALIFORNIA AMERICAN WATER COMPANY
BACKGROUND
A. The California American Water Company (Cal Am) currently receives water from

the City for Cal Am’s Southgate service area under an existing wholesale water
supply agreement. City and Cal Am staff have negotiated a new agreement that
would increase the amount of water supplied to Cal Am on a wholesale basis for
use in portions of Cal Am’s service areas, by an additional 1.17 million gallons per
day (mgd) of firm capacity, to a total of 2.3 mgd firm capacity.

The proposed agreement (the “Project”) includes provisions to supply this
additional increment of capacity from groundwater at times when flows in the lower
American River fall below the so-called Hodge flow criteria. This condition is
included to be consistent with limitations specified for Cal Am and the City in the
Water Forum Agreement.

A Mitigated Negative Declaration has been prepared and circulated for the Project
and a Mitigation Reporting Program has been prepared.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL
RESOLVES AS FOLLOWS:

Section 1.  The City Council finds as follows:

The City of Sacramento, Community Development Department, has
determined that the Project, as proposed, will not have a significant impact
to the environment; therefore, a Mitigated Negative Declaration (MND) has
been prepared. In compliance with Section 15070(B)1 of the California
Environmental Quality Act (CEQA) Guidelines, the City has incorporated
mandatory mitigation measures into the project plans to avoid identified
impacts or to mitigate such impacts to a point where clearly no significant
impacts will occur. These mitigation measures are included in the
Mitigation Reporting Program and address impacts to air quality,
biological, hazards, and cultural resources. The MND for the Project was
completed, noticed and circulated in accordance with the requirements of
CEQA, the CEQA Guidelines and the Sacramento Local Environmental
Procedures.
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Section 2.  The City Council has reviewed and considered the information contained
in the MND, including the initial study, the revisions and conditions
incorporated into the Project, and the comments received during the public
review process and the public meeting for approval of the Project. The
City Council has determined that the MND constitutes an adequate,
accurate, objective and complete review of the environmental effects of
the proposed Project.

Section 3.  Based on its review of the MND and on the basis of the whole record, the
City Council finds that the MND reflects the City Council’s independent
judgment and analysis and that there is no substantial evidence that the
Project will have a significant effect on the environment.

Section 4. The City Council adopts the MND for the Project.

Section 5.  Pursuant to CEQA section 21081.6 and CEQA Guidelines section 15074,
and in support of its approval of the Project, the City Council adopts the
Mitigation Reporting Program to require all reasonably feasible mitigation
measures be implemented by means of Project conditions, agreements, or
other measures, as set forth in the Mitigation Reporting Program.

Section 6. Upon approval of the Project, the City’s Environmental Planning Services
shall file or cause to be filed a Notice of Determination with the
Sacramento County Clerk and, if the project requires a discretionary
approval from any state agency, with the State Office of Planning and
Research, pursuant to section 21152(a) of the Public Resources Code and
section 15075 of the CEQA Guidelines.

Section 7.  Pursuant to CEQA Guidelines section 15091(e), the documents and other
materials that constitute the record of proceedings upon which the City
Council has based its decision are located in and may be obtained from,
the Office of the City Clerk at 915 | Street, Sacramento, California. The
City Clerk is the custodian of records for all matters before the City
Council.

Section 8.  The City Manager is authorized to execute the “Wholesale Water Service
Agreement between the City of Sacramento and California American
Water Company.”

Section 9.  Exhibits A, B and C are part of this Resolution.

Table of Contents:
Exhibit A: Mitigated Negative Declaration

Exhibit B: Mitigation Reporting Program
Exhibit C:  Wholesale Water Service Agreement
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ENVIRONMENTAL PLANNING
SERVICES
916-808-7931

COMMUNITY DEVELOPMENT
DEPARTMENT

MITIGATED NEGATIVE DECLARATION

California American Wholesale Water Service Agreement

The City of Sacramento, California, a municipal corporation, does hereby prepare, declare, and publish this
Mitigated Negative Declaration for the following described project:

California American Wholesale Water Service Agreement: The proposed project would implement proposed
revisions to the Wholesale Water Service Agreement between the City and California American Water Company
(CAW). The City of Sacramento (City), Department of Utilities (DOU), proposes to construct a new groundwater
production well, construct new metering pipeline facilities, and increase delivery volumes to CAW.

The project includes installation of a new groundwater well at the northwest corner of Bell Avenue and Rio Linda
Road (APN 237-0070-013) and construction of pipelines and appurtenant facilities that would be located in
public rights-of-way. The City would install a metering vault at an existing 12-inch turnout off Ethan Way near
Alta Arden to be used for a future connection to be constructed by CAW. The turnout is located just east of the
Cal Expo grounds and City limits, as shown in Initial Study, Figure 2.

The Lead Agency is the City of Sacramento. The City of Sacramento, Community Development Department,
reviewed the proposed project and, on the basis of the whole record before it, determined that the proposed
project is consistent with the 2030 General Plan. The project includes activities that were anticipated in the
2030 General Plan as part of the City's commitment to upgrade and improve utility systems in the City to
satisfy demand and to protect resources in the community. (2030 General Plan, Utilities Policy 1.1.1)

The City prepared the attached Initial Study that identifies potentially new or additional significant
environmental effects (project-specific effects) that were not analyzed in the 2030 General Plan Master EIR.
The City will incorporate all feasible mitigation measures or feasible alternatives appropriate to the project as
set forth in the Master EIR, and adopt project-specific mitigation measures in order to avoid or mitigate the
identified effects to a level of insignificance. (CEQA Guidelines Sections 15177(d), 15178(b)(2)). This
Mitigated Negative Declaration reflects the lead agency’s independent judgment and analysis. An
Environmental Impact Report is not required pursuant to the Environmental Quality Act of 1970 (Sections
21000, et seq., Public Resources Code of the State of California).

This Mitigated Negative Declaration was prepared pursuant to the California Environmental Quality Act
(Public Resources Code Sections 21000 et seq.), CEQA Guidelines (Title 14, Sections 15000 et seq. of the
California Code of Regulations), the Sacramento Local Environmental Regulations (Resolution 91-892)
adopted by the City of Sacramento, and the Sacramento City Code. A copy of this document and all
supportive documentation may be reviewed or obtained at the City of Sacramento, Community Development
Department, 300 Richards Boulevard, 3" Floor, Sacramento, CA 95811.

Date: October 4, 2010

Attachment: Initial Study
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CAL AM WHOLESALE WATER SERVICE AGREEMENT #Z14002400
MITIGATION MONITORING PROGRAM

California American Wholesale Water Service Agreement
Mitigation Monitoring Program

In January 1989, Assembly Bill 3180 went into effect requiring the City to monitor all mitigation measures
applicable to this project and included in the Mitigated Negative Declaration. For this project, mitigation
reporting will be performed by the City of Sacramento Department of Utilities in accordance with the
monitoring and reporting program developed by the City to implement AB 3180.

This Mitigation Reporting Program is being prepared for the Community Development Department,
Environmental Planning Services, 300 Richards Boulevard, 3™ Floor, Sacramento, CA 95811, pursuant
to the California Environmental Quality Guidelines, Section 21081.

Project Number: 214004200
Project Name: California American Wholesale Water Service Agreement

Project Location: The project consists of construction at 4 separate locations within the City of
Sacramento: 1) Production well site on City owned property on the northwest corner of Bell Avenue and
Rio Linda Blvd (APN 237-0070-013); 2) City of Sacramento-California American intertie site at an
existing 12-inch turnout off Ethan Way near Alta Arden just east of the Cal Expo grounds and City limits;
3) Along Folsom Blvd and north of the Southern Pacific Railroad line 1,200 west of Watt Ave for
approximately 3,800 linear feet; 4) California American Parkway Service Area which will receive
additional water but no construction would be required.

Project Description: The project implements proposed revisions to the Wholesale Water Service
Agreement between the City and California American Water Company (CAW). Under the proposed
agreement, the City would increase total annual deliveries of water from a maximum of 2,580 acre-feet to
4,831 acre-feet. CAW would receive the water in any of three service areas that it designates. The City of
Sacramento Department of Utilities will construct a new groundwater production well, and construct new
metering and pipeline facilities to facilitate delivery.
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MITIGATION MONITORING PROGRAM CHECKLIST FOR THE

CAL AM WHOLESALE WATER SERVICE AGREEMENT #Z14002400
MITIGATION MONITORING PROGRAM

CALIFORNIA AMERICAN WHOLESALE WATER SERVICE AGREEMENT PROJECT (Project Z14004200)

Mitigation Measure

Reporting
Milestone

Reporting /
Responsible
Party

VERIFICATION OF
COMPLIANCE

Initials Date

CULTURAL RESOURCES

CR-1a

CR-1a

CR-2

In the event that any prehistoric subsurface archeological features or deposits,
including locally darkened soil ("midden"), that could conceal cultural deposits,
animal bone, obsidian and/or mortars are discovered during construction-related
earth-moving activities, all work shall be halted, and the City shall consult with a
qualified archeologist to assess the significance of the find. Archeological test
excavations shall be conducted by a qualified archeologist to aid in determining
the nature and integrity of the find. If the find is determined to be significant by
the qualified archeologist, representatives of the City and the qualified
archeologist shall coordinate to determine the appropriate course of action. All
significant cultural materials recovered shall be subject to scientific analysis and
professional museum curation. In addition, a report shall be prepared by the
qualified archeologist according to current professional standards.

If a Native American site is discovered, the evaluation process shall include
consultation with the appropriate Native American representatives. If Native
American archaeological, ethnographic, or spiritual resources are involved, all
identification and treatment shall be conducted by qualified archaeologists, who
are certified by the Society of Professional Archaeologists (SOPA) and/or meet
the federal standards as stated in the Code of Federal Regulations (36 CFR 61),
and Native American representatives, who are approved by the local native
American community as scholars of the cultural traditions. In the event that no
such Native American is available, persons who represent tribal governments
and/or organizations in the locale in which resources could be affected shall be
consulted. If historic archaeological sites are involved, all identified treatment is
to be carried out by qualified historical archaeologists, who shall meet either
Register of Professional Archaeologists (RPA), or 36 CFR 61 requirements.

If a human bone or bone of unknown origin is found during construction, all work
shall stop in the vicinity of the find and the County Coroner shall be contacted
immediately. If the remains are determined to be Native American, the coroner
shall notify the Native American Heritage Commission, who shall notify the
person most likely believed to be a descendant. The most likely descendant shall

Prior to and during
construction —

Mitigation
measures shall be
included in all
construction
documents for
implementation
during
construction.

City of
Sacramento
Department of
Utilities

2
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CAL AM WHOLESALE WATER SERVICE AGREEMENT #Z14002400
MITIGATION MONITORING PROGRAM

VERIFICATION OF

- Reporting / COMPLIANCE
Mitigation Measure ll?n?lz‘;:g:g Responsible
Party Initials Date
work with the contractor to develop a program for reinterment of the human
remains and any associated artifacts. No additional work is to take place within
the immediate vicinity of the find until the identified appropriate actions have
taken place.
HAZARDOUS MATERIALS
. : . . . Prior to City of
Haz-1 Prior to commencement of any work on the Production Well project site, the City construction of Sacramento

shall obtain a Site Assessment for the project site that includes a complete
historical and records search and soil sampling and, if required, the installation of
a monitoring well at the proposed Production Well site to ensure groundwater
quality meets Title 22 requirements for public drinking water supply.

Production Well, a | Department of
Site Assessment Utilities

will be completed.
Compliance with
Title 22
requirements will
be reported to City
of Sacramento
Department of
Utilities in
coordination with
the CA State
Department of
Health Services.
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WHOLESALE WATER SERVICE AGREEMENT BETWEEN THE

CITY OF SACRAMENTO AND CALIFORNIA AMERICAN WATER COMPANY

THIS AGREEMENT is made and entered into this day of

2010, by the CITY OF SACRAMENTO, a charter mummpal corporation (“City”), and the
CALIFORNIA-AMERICAN WATER COMPANY, a California corporation (“California
American Water”). City and California American Water may be referred to jointly as the
“Parties,” or individually as a “party.”

RECITALS

City owns and operates public water systems and provides public water service to its
customers in and adjacent to the City.

California American Water owns and operates public utility water systems and provides
water service to customers in various portions of Sacramento County.

City has been granted permits from the State Water Resources Control Board to divert
surface water, including surface water from the American River, for municipal uses. City
also pumps groundwater to serve municipal uses.

California American Water pumps groundwater to serve its Parkway, Arden, and
Suburban-Rosemont service areas. Collectively, California American Water’s Parkway,
Arden, and Suburban-Rosemont Service areas are referred to herein as the “Wholesale
Service Areas.”

As the successor-in-interest to Citizens Utilities Company of California (hereafter
referred to as “CUCC”), California American Water currently receives wholesale water
service from City pursuant to the provisions of a Wholesale Water Supply Agreement to
provide wholesale water service to CUCC’s Southgate System, executed by the City and
CUCC on November 18, 1997, and identified as City Agreement No. 97-178 (hereafter
referred to as the “Southgate Agreement™).

California American Water desires to continue receiving wholesale water service for the
portion of its Parkway Service Area provided wholesale water service under the
Southgate Agreement, and also desires to obtain wholesale water service from City for
use in other portions of California American Water’s service area that are located within
the place of use authorized to receive surface water diverted under the City’s American
River water right permits.

The City is willing to provide a wholesale supply of treated surface water and
groundwater to serve the Wholesale Service Areas in accordance with the terms and
conditions set forth in this Agreement.

California American Water Agreement 12-6-10
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H. The City and California American Water are both signatories to the Sacramento Water
Forum Agreement, and this Agreement is consistent with that agreement.

L The City’s American River water rights permits contain conditions that limit the City’s
use of surface water diversion capacity during certain flow conditions. This Agreement
includes provisions that will enable the City to supply water during those flow conditions
using groundwater.

In consideration of the foregoing and of the mutual covenants herein contained, the
Parties agree as follows:

1. Purpose; Termination of Southgate Agreement:

The purpose of this Agreement is to establish the terms and conditions under which the
City will pump, divert, treat, convey and sell surface water and groundwater to California
American Water on a wholesale basis for use within the Wholesale Service Areas. On the
Effective Date of this Agreement, this Agreement will supersede the Southgate Agreement and
the Southgate Agreement shall be terminated in its entirety. It is also the intent of the parties that
(1) the amount of the connection fee (referred to herein as the “Southgate Connection Fee”)
charged to California American Water for 1.13 million gallons per day (mgd) of Firm Capacity
to provide wholesale water service to the Southgate Service Area shall remain the amount
originally specified in the Southgate Agreement; and (2) California American Water shall
receive credit against the Southgate Connection Fee remaining due equal to the total amount of
annual connection fee installments already paid to City under the Southgate Agreement as of the
Effective Date, as provided in Section 8b(3), below.

2. Definitions: The following terms, when used in this Agreement, shall have the
definitions given in this Section.

California American Water.: California American Water Company.

California American Water Facilities: All facilities, including transmission mains,
storage facilities and all appurtenances, that are owned and operated by California
American Water to supply water, as they exist today and as they may be modified and
expanded in the future.

Capital Costs: Costs incurred by the City to design and construct diversion, pumping,
treatment and transmission facilities used to provide treated surface water to California
American Water under this Agreement, including the reasonable administrative costs
associated with such design and construction.

Capital Improvement Charge: A monthly fee for a prorated allocation of capital

California American Water Agreement 12-6-10
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improvement costs projected for the applicable Fiscal Year billed to California American
Water as pait of the Monthly Water Charge, as provided in Section 8a, below.

City: The City of Sacramento.

City Transmission Facilities: All facilities, including transmission mains and all
appurtenances that are owned and operated by the City to supply water from the City
Treatment Facilities, as they exist today and as they may be constructed, modified and
expanded in the future.

City Treatment Facilities: All facilities that are owned and operated by the City to
supply potable water to the City Transmission Facilities, including but not limited to the
Fairbairn Plant, the Sacramento Plant and the City’s groundwater wells, as they exist
today and as they may be constructed, modified and expanded in the future.

City Water: Potable surface water that the City conveys to its retail and wholesale
customers from the City’s municipal water supply, consisting of surface water diverted
by City pursuant to the City’s Water Rights and Entitlements or groundwater.

City Water Rights and Entitlements: The City’s surface water rights and entitlements,
including pre-1914 rights, water right permits issued by the State Water Resources
Control Board and a water rights settlement contract entered into in 1957 with the United
States Bureau of Reclamation.

Connection Fee: The fee(s) paid by California American Water for its share of the
Capital Costs associated with the Firm Capacity that will be used to provide potable
water to California American Water under this Agreement, as provided in Section 8b,
below.

CPUC: The California Public Utilities Commission.

Delivery Criteria: The operating guidelines and criteria governing the wholesale delivery
of City Water to the Wholesale Service Areas under this Agreement, as set forth in
Section 3, below.

Effective Date: The date when this Agreement becomes effective as provided in Section
10 of this Agreement.

Fairbairn Plant: The City’s E.A, Fairbairn Water Treatment Plant located on the south
bank of the Lower American River downstream of Howe Avenue,

Firm Capacily: Capacity in the City Treatment and Transmission Facilities to pump,

divert, treat and deliver surface water or groundwater to California American Water on an
equal priority to the use of such capacity to meet the demands of the City’s retail water

California American Water Agreement 12-6-10
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supply customers, except as provided otherwise in this Agreement.

Monthly Water Charge: The sum of the Wholesale Use Charge, Service Charge, Capital
Improvement Charge, and City general tax billed by the City to California American
Water , as provided in Section 8a(1), below.

Non-Firm Capacity: Surplus capacity in the City Treatment and Transmission Facilities
that is available only during the Non-Peak Period and as provided in this Agreement, to
divert, treat and deliver potable water to California American Water after the demands of
the City’s prior wholesale and wheeling service customers and present and future retail
water service customers are met, Non-Firm Capacity is not guaranteed and no
Connection Fee shall be charged for Non-Firm Capacity.

Non-Peak Period: The period of consecutive months, defined in the Delivery Criteria,
when per capita water demand is less than during the Peak Period.

Peak Period: The period of consecutive months, defined in the Delivery Criteria, when
per capita water demand is greater than during the Non-Peak Period.

Potable water: Water that is treated to meet the standards established for drinking water
by the California Department of Public Health (DPH) and/or the United States
Environmental Protection Agency (USEPA).

POU: The Place of Use where the City is authorized to use surface water pursuant to the
City’s American River water right permits issued by the State Water Resources Control
Board.

Sacramento Plant: The City’s Sacramento River Water Treatment Plant, located on the
east bank of the Sacramento River downstream of the confluence of the American and
Sacramento Rivers.

Service Charge: A monthly fee for fixed administrative costs billed to California
American Water as part of the Monthly Water Charge, as provided in Section 8a, below.

Service Connection: A point of connection for delivery of potable water from the City
Transmission Facilities to California American Water Facilities pursuant to this
Agreement.

Southgate Connection Fee: The connection fee agreed to between City and CUCC
pursuant to the Southgate Agreement, as further specified in Paragraph 8b(3) and Ex