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CEO BULLET S

Valley Water

To: Board of Directors
From: Norma J. Camacho, CEO

Week of January 3 — January 9, 2020

Board Executive Limitation Policy EL-7:

The Board Appointed Officers shall inform and support the Board in its work. Further, a BAO shall 1) inform the
Board of relevant trends, anticipated adverse media coverage, or material external and internal changes,
particularly changes in the assumptions upon which any Board policy has previously been established and 2)
report in a timely manner an actual or anticipated noncompliance with any policy of the Board.

Item IN THIS ISSUE

1 Completion of the sale of the surplus property located at 110 South Sunset
Avenue, San Jose, CA 95116

2 | Headquarters' Cafeteria Receives a Refresh to Become a Multi-Functional Space
3 Valley Water to Attend Annual State-wide CUPA (Certified Unified Program
Agencies) Conference
4 Kremen
Provide Director Kremen with all District 7 Access Valley Water comments for the
last 24 months.
[-19-0022
5 | LeZotte and Santos

Chairperson LeZotte and Director Santos requested that staff investigate SJPD's
non-response to a 12/20/19 traffic incident adjacent to the PWTP, and provide the
Board written information on how such an incident should have been addressed,
given its proximity to the WTP.

[-19-0025

1. Completion of the sale of the surplus property located at 110 South Sunset Avenue,
San Jose, CA 95116

On December 31, 2019, escrow was closed on the sale of the surplus property located at 110 South
Sunset Avenue in San Jose and the deed was recorded conveying the surplus property to the buyer.
Valley Water met the buyer on site and delivered the keys after a walk-through of the property.
Valley Water deposited the escrow check in the amount of $527,000, representing the balance due
on the sale price of $573,000, into Valley Water's accounts receivable. The sale of the surplus
property at located at 110 South Sunset Avenue in San Jose has been completed.

For further information, please contact Ngoc Nguyen at (408) 630-2632.

2. Headquarters' Cafeteria Receives a Refresh to Become a Multi-Functional Space

Valley Water has been working hard planning a refresh to the Headquarters Cafeteria. The Almaden
Campus continues to increasingly need more meeting space and areas for staff to collaborate
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Week of January 3 — January 9, 2020

outside of their personal workstations.

During the annual year-end cafeteria shutdown, Facilities Management took this time to refresh the
dining area of the cafeteria. This dining area serves not only employees, but also Board Members
and external agencies visiting our campus.

This exciting project included:

cleaning and polishing the existing tile

e replacing the carpeting in the dining area with new tile to complement the existing tile

e painting the walls to include accent walls that coordinate with Valley Water's new re-
branding effort, and

e installing a new video screen wall to display Valley Water photos and other important
business communications.

In addition to the already exciting changes over the past few weeks, Valley Water will be replacing
the furniture in the upcoming weeks that promote a more collaborative and comforting environment.
The furniture will have power ports for staff and visitors to plug in electronic devices; and the video
wall will not only display Valley Water photos and business communications, but also provide staff
the ability to display presentations to the video wall for events and meetings.

This furniture will not only be a refresh for the space, but will also help transform the cafeteria
seating area into a multi-functional space; allowing the room to also be used for larger meetings,
breakout sessions among multidisciplinary groups, and hosting events.

For further information, please contact Tina Yoke at (408) 630-2385.

3. Valley Water to Attend Annual State-wide CUPA (Certified Unified Program Agencies)
Conference

Valley Water will attend the annual state-wide CUPA (Certified Unified Program Agencies)
Conference that will be held in Burlingame in early February 2020.

Certified Unified Program Agencies, or CUPAS, are local regulatory agencies that are certified by
the Secretary of the California Environmental Protection Agency (CalEPA) to implement the CalEPA
Unified Program elements in the CUPA's jurisdiction. The CalEPA Unified Program consolidates,
coordinates, and makes consistent the administrative requirements, permits, inspections, and
enforcement activities for the following six environmental programs in California, of which Valley
Water is subject to:

1. Hazardous Materials Release Response Plans and Inventories

2. CA Accidental Release Prevention Program

3. Underground Storage Tank Program

4. Aboveground Petroleum Storage Act

5. Hazardous Waste Generator and On-site Hazardous Waste Treatment (Tiered Permitting)
Programs, and

6. California Uniform Fire Code: Hazardous Materials Management Plans, and Hazardous

Materials Inventory Statements

This week-long conference is attended by approximately 800-900 personnel from agencies such
as fire departments, county health departments, and various other regulatory agencies. Private
industry and other local government agencies also attend this annual conference. Attending this

5
CEO Bulletin Page 2 of 4



Week of January 3 — January 9, 2020

conference is beneficial for Valley Water to learn about regulatory updates and trends as well as
foster opportunities to interact, in a learning environment, with Valley Water's regulatory agencies.
The conference also provides networking and learning opportunities to gain insight into recently
developed best management practices within the industry.

For further information, please contact Tina Yoke at (408) 630-2385.

4. Kremen
Provide Director Kremen with all District 7 Access Valley Water comments for the last 24
months.
[-19-0022

A spreadsheet listing of all Access Valley Water (AVW) comments and inquiries collected from
December 1, 2017 through December 17, 2019; totaling about 4,232 was emailed to Director
Kremen and included the information below.

AVW, a Comcate customer management (CRM) system, is not designed to capture and categorize
comments by regions, cities or districts. Also, users of AVW have the option to remain anonymous
when submitting a comment/inquiry regarding the following: Request Service, Request Information,
Give Compliment, File Complaint, Ask Question, Make Suggestion, Request Meeting, Other,
Mobile, Report Water Waste Issue, Request Speaker. There are instances when users of AVW do
not identify what area they are referencing or leave contact information. As a result, Valley Water
is not always able to provide a direct response to the AVW user.

AVW is currently categorized by 79 topics and each could have 1 to 13 subtopics. Valley Water
staff are tasked to respond or direct the AVW case to the appropriate subject matter expert. For
example, a creek maintenance inquiry would route to Valley Water staff in Watersheds Field
Operations and depending on the location of the watershed referenced, a specific staff member will
be identified to respond to the case. In some instances, Valley Water staff will call the requestor
directly to answer their question or get additional information. Once a response has been made,
the AVW case is closed.

Valley Water is aware of the limitations of AVW and is currently in negotiations with the highest
ranked firm as part of our Request for Proposal for selection of a new CRM system.

For further information, please contact Rick Callender at (408) 630-2017.

5. LeZotte and Santos
Chairperson LeZotte and Director Santos requested that staff investigate SJPD's non-
response to a 12/20/19 traffic incident adjacent to the Penitencia Water Treatment Plant
and provide the Board written information on how such an incident should have been
addressed, given its proximity to the water treatment plant.
[-19-0025

Valley Water has investigated San Jose Police Department's (SJPD) non-response to a December
20, 2019, solo vehicle traffic accident adjacent to the Penitencia Water Treatment Plant (Plant) and
has the following report:

It was confirmed that a SJPD police officer was responding to Valley Water's call for service, but
while in route to the call the responding police officer was diverted to a higher priority call for service.
At that point, Valley Water's call for service was not acted upon.
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Week of January 3 — January 9, 2020

Due to the nature of Valley Water's call for service, SIPD rightfully deemed the call lower priority.
The facts of the call support this classification as there was minimal property damage, the driver
and vehicle left the scene, there was no bodily injury and there was not the potential for harm or
additional property damage to occur, see calls for service classifications below.

There are four (4) levels of SIPD service calls (sjpd.org/fag.html):

o Priority One (1) calls indicate an event of immediate potential for imminent danger to life or
property.

e Priority Two (2) calls are indicative of events that have occurred and the suspect may be
near but is no longer at the scene and/or no imminent threat exists to life or property.

o Priority Three (3) calls are non-emergencies where there is property damage or the potential
for it to occur. A police report may be requested or required.

e Priority Four (4) calls are non-emergencies where there is no present or potential damage
to property and suspect is gone.

As such, it appears that the call for service was handled per procedure, based on SJPD's
classification protocol. If the accident had actually occurred at the Plant's perimeter fence, Valley
Water Security would have asked for a higher level of priority call for service. A written report of the
accident was filed with SJPD.

For further information, please contact Tina Yoke at (408) 630-2385.
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A monthly assessment of trends in water supply and use for Santa Clara County, California

Outlook as of January 1, 2020

We ended calendar year 2019 with groundwater storage essentially full, given a relatively full groundwater
reservoir at the end of 2018 and above normal local rainfall and statewide snow pack in 2019.

Weather

Rainfall in San Jose:
* Month of December, City of San Jose = 2.67 inches
e Rainfall year total = 4.17 inches or 84% of average to date {rainfall year is July 1 to

June 30)
e January 2 Northern Sierra snowpack was 77% of normal for this date

Local Reservoirs

* Total January 1 storage = 56,644 acrefeet

» 77% of 20-year average for that date
» 34% of total capacity
» 51% of restricted capacity (166,266 acre-feet total storage capacity limited by
seismic restrictions to 111,421 acrefeet)
* No imported water delivered into local reservoirs during December 2019
* Total estimated releases to streams (local and imported water) during December was
5,770 acrefeet (based on preliminary hydrologic data)

Treated Water

* Above average demands of 5,725 acrefeet delivered in December
This total is 110% of the five-year average for the month of December
Yearto-date deliveries = 102,012 acre-feet or 103% of the five-year average

Groundwater

¢ Groundwater conditions are very healthy, with total storage at the end of 2019 in
Stage 1 {Normal) of Valley Water’s Water Shortage Contingency Plan.

Santa Clara Subbasin Llagas Subbasin
Santa Clara Plain | Coyote Valley |

December managed recharge estimate (AF) 4,200 ' 1,100 2,200
January fo December moncged rechcrge estimate (AF) I 46,200 | 12,750 I 25,900
January to December manuged recharge, % of 5 -year average | 87% . 95% 144% ‘
November pumplng eshmate (AF) 5,150 650 4,000 |
"Junuury to November pumping eshm'c.ﬂe (AF) 51,000 11,300 38,350 |
January to November pumping, % of 5-year average 74% 111% 96%

GW index well level compared to last December Lower Higher Higher

AF = acrefeet

continued on back »



Imported Water

As of January 6, 2020, the Statewide Average snowpack water equivalent is 84% of
the historic average for this date

Initial 2020 State Water Project (SWP) and Central Valley Project (CVP) allocations:
» 2020 SWP allocation of 10%, which provides 10,000 acre-feet to Valley Water
» 2020 South-of-Delta CVP allocations have not yet been identified

Statewide reservoir storage information, as of January 5, 2020:

» Shasta Reservoir at 73% of capacity {116% of average for this date)

» Oroville Reservoir at 59% of capacity (?5% of average for this date)

» San Luis Reservoir at 65% of capacity (3% of average for this date)

Valley Water’s Semitropic groundwater bank reserves are at 100% of capacity, or
349,970 acrefeet, as of November 30, 2019

Estimated SFPUC deliveries to Santa Clara County:

» Projected month of November = 4,396 acre-feet

» 2019 total to date = 43,393 acre-feet

» Five-year annual average is 48,700 acre-feet

Board Governance Policy No. EL-5.3.3 includes keeping the Board informed of
imported water management activities on an ongoing basis. In calendar year 2019,
six imporfted water management agreements were executed as of December 31,

2019

Conserved Water

Saved 73,531 acrefeet in FY19 from long-term program (baseline year is 1992)
Long-ferm program goal is to save nearly 100,000 acre-feet by 2030 and 110,000
acre-feet by 2040

The Board continues its call for a 20% reduction and a limit of three days per week
for irrigation of ornamental landscape with potable water

Through November, achieved a 20% reduction in water use in calendar year 2019,
compared to 2013

Recycled Water

Estimated December 2019 production = 800 acrefeet

Estimated Yearto-Date through December = 17,200 acrefeet or 90% of the five-year
average

Silicon Valley Advanced Water Purification Center produced an estimated 1.3 billion
gallons (4,100 acre-feet) of purified water in 2018 and 4,650 acre-feet in 2019. The
purified water is blended with existing fertiary recycled water for South Bay Water
Recycling Program’s customers

CONTACT US

For more information, contact Customer Relations ot
(408) 630-2880, or visit our website at valleywater.org
and use our Access Valley Water customer request and
" information system. With three easy steps, you can use this
service to find out the latest information on district projects

or to submit questions, complaints or compliments

directly to a district staff person.

— — To get eMews,
. - , ‘ill . drop an email 1o;
- . 70%‘“ “4 (775 f ’ Tube info@valieywater,org

[scvwd vdlieywater  /valeywater

© 2019 Valley Water » 01,/2020
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Sunnyvale

City of Sunnyvale

Notice of City Council Reorganization

The City Council of the City of Sunnyvale, at a regular meeting held on Tuesday,
January 7, 2020, reorganized as follows:

Larry Klein, Mayor
Nancy Smith, Vice Mayor
Gustav Larsson, Councilmember
Glenn Hendricks, Councilmember
Russell Melton, Councilmember
Michael S. Goldman, Councilmember

Mason Fong, Councilmember

Dated this 7t day of January, 2020

C?W//

- David Carnahan
City Clerk
Sunnyvale, California

10



BOARD MEMBER REQUESTS
and Informational Iltems
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Report Name: Board Member Requests

Request

Request
Date

Director

BAO/Chief

Staff

Description

20 Days Due
Date

Expected
Completion
Date

Disposition

1-19-0020

11/07/19

Varela

Hawk

Jacobson
Kao

At the November 7, 2019 San Luis
&Delta-Mendota Water Authority
meeting Director Varela asked for
a rate impact analysis of the San
Luis Transmission Project, and for
the potential impact on the benefit-
cost analysis due to the pending
Federal Energy Regulatory
Commission's Order 841.

12/09/19

12/30/2019

12/05/19 CEO Bulletin: Staff requested additional
time based on information being provided by outside
agency. Response time extended to 12/30/19.

1-19-0022

12/16/19

Kremen

Callender

Hoang

Provide Director Kremen with all
District 7 Access Valley Water
comments for the last 24 month.

01/05/20

1-19-0024

12/20/19

Kremen

Hawk

Yerrapotu

What has been the all in cost of
water/acre-foot from our recycling
plant in the last 12 and 24
months? Please show
calculations including cost on
bonds, final capital costs, all O&M,
membrane reserve etc?

What is the name plate rating on
water production and what have
we produced in the last 12 and 24
months?

01/09/20

1-19-0025

12/20/19

Lezotte
Santos

Yoke

Gordon

Chairperson LeZotte and Director
Santos requested that staff
investigate SJPD's non-response
to a 12/20/19 traffic incident
adjacent to the PWTP, and
provide the Board written
information on how such an
incident should have been
addressed, given its proximity to
the WTP.

01/12/20
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Report Name: Board Member Requests

Request

Request
Date

Director

BAO/Chief

Staff

Description

20 Days Due
Date

Expected
Completion
Date

Disposition

1-19-0026

12/31/19

Keegan

Richardson

Tippets

Investigate homeless
encampments on Guadalupe
River between Willow and
Minnesota, per Director Keegan's
12/30/19 Email.

01/20/20

1-20-0001

01/06/20

Kremen

King

Spin

Director Kremen requests staff to
provide a list of Public Records
Act Requests received in 2019.

01/26/20

R-19-0014

11/12/19

Varela

Camacho

Chinte

Director Varela requesting the
CEO provide a report to the
Directors via one-on-one meetings
or confidential memo on the
cancellation of the October 28,
2019 Joint SCVWD/Morgan
Hill/Gilroy Board/Council meeting.

12/04/19

R-19-0017

12/17/19

Keegan

Richardson

Tippets

Provide Board with Access Valley
Water comments received on
stream maintenance sorted by
improved and unimproved
channels.

01/07/20
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/é/ Valley Water MEMORANDUM

FC 14 (08-21-19)

TO: Board of Directors FROM: Nina Hawk

SUBJECT: Response to IBMR No. |-19-0024 DATE: January 3, 2020

The Silicon Valley Advanced Purification Center (SVAWPC), since it's commissioning in March 2014
and as of November 2019, has cumulatively produced approximately 8,361 million gallons (MG) of
purified water. The SVAWPC has a net production capacity of 8.0 million gallons a day (MGD). In
fiscal year 2018, the plant produced a total of 1,346 MG, equivalent to 4,132 acre-feet (AF), of purified
water and the average utilization rate was about 46%. And in fiscal year 2019, the plant produced a
total of 1,369 MG, equivalent to 4,202 AF, of purified water and the average utilization rate was about
47%. The following tables show the monthly plant production along with the utilization rate for FY18,
FY19 and FY20.

FY18 SVAWPC Monthly Plant Production and Utilization Rate

Month Production (MG) Utilization Rate (%)
Jul ‘17 195 79
Aug ‘17 194 78
Sep ‘17 167 70
Oct 17 100 40
Nov ‘17 64 27
Dec ‘17 64 26
Jan ‘18 67 27
Feb ‘18 64 29
Mar ‘18 63 25
Apr ‘18 90 38
May ‘18 135 55
Jun ‘18 142 59

FY 19 SVAWPC Monthly Plant Production and Utilization Rate

Month Production (MG) Utilization Rate (%)
Jul ‘18 144 58
Aug ‘18 145 58
Sep ‘18 140 58
Oct ‘18 153 62
Nov ‘18 100 42
Dec ‘18 69 28
Jan ‘19 86 35
Feb ‘19 71 32
Mar ‘19 65 26
Apr ‘19 89 37
May ‘19 138 56
Jun ‘19 169 70
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FY 20 SVAWPC Monthly Plant Production and Utilization Rate (as of November 2019)

Month Production (MG) Utilization Rate (%)
Jul ‘19 189 76
Aug ‘19 209 84
Sep ‘19 165 69
Oct ‘19 158 64
Nov ‘19 108 45

Based on the FY18 actual Operations and Maintenance (O&M) costs, the total cost for SVAWPC is
$3,642,470, which includes $535,249 in energy, $387,400 in chemical, $2,103,123 in labor, and
$616,698 in other O&M services and supplies. In addition, $874,000 annualized pay-go portion of the
total project cost, and $1,067,563 in debt service costs associated with bonds issued to finance the
project were incurred. With these costs, and a total production of 4,132 AF of purified water in FY18,
the unit cost for purified water in FY18 is about $1,351/AF.

The FY19 Independent Auditor’s Report of the operating costs for SVAWPC will be forthcoming in
February 2020. Based on the Valley Water internal FY19 financial report, the total cost for SVAWPC is
$4,899,942, which includes the $840,000 from the sinking reserve to replace RO membranes,
$441,636 in energy, $391,580 in chemical, $2,454,278 in labor, and $772,448 in other O&M services
and supplies. In addition, $874,000 annualized pay-go portion of the total project cost, and $1,067,840
in debt service costs associated with bonds issued to finance the project were incurred. With these
costs and a total production of 4,202 AF of purified water in FY19, the unit cost for purified water in
FY19 is about $1,628/AF.

) o

Nin& Hawk
Chief Operating Officer
Water Utility Enterprise

Attachment: SVAWPC Unit Cost Calc
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SVAWPC Unit Cost Calc

2,018 2019

Labor 2,103,123 2,454,278
Energy 535,249 441,636
Chemical 387,400 391,580
O&M Services &
Supplies 616,698 772,448
Reserve 0 840,000
Annualized pay-go 874,295 874,295
Debt Service 1,067,563 1,067,840
Total 5,584,328 6,842,077

| Production (AF) | 4,132 | 4,202 \

| Cost/AF 1,351 1162829 |

SVAWPC Completion
Memo

Total Project Costs 73,731,090
Grants/Contributions -22,045,000
Debt Financing -25,457,238
Pay-go 26,228,852
Annualized Pay-go (30

| years) 874,295

Attachment 1: SVAWPC Unit Cost Calc
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Santa Jara Valley

Waler District MEMORANDUM

FC 14 (01-02-07)

TO: Norma J. Camacho FROM:  Ngoc Nguyen

SUBJECT: Report of Properties Acquired Under DATE: January 2, 2020
Executive Limitation 6.7.1

In accordance with the Executive Limitation (EL) 6.7.1 the attached spreadsheet includes:
1. A report of properties to be acquired under EL 6.7.1.

2. Areport on the number of parcels that have been signed off by the CEO and acquired during the
quarter of October 1 through December 31, 2019 including respective statutory offers of just
compensation and final negotiated values (EL 6.7.1.3).

V\ V‘fi&w €

Ngoc Nguyerr |
Deputy Operating Officer
Watersheds Design and Construction

Cc: E. Serrano, B. Magleby, C. Herrera

esirc

W:R_Estate\DOCUMENTS\11900-11999\Eli\11936mm_St_1-2-20_Reportofpropertiesacquired.Docx
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/é"v Valley Water MEMORANDUM

FC 14 (02-08-19)

TO: Board of Directors FROM: Melanie Richardson

SUBJECT: Anderson Dam Seismic Retrofit Project DATE: January 2, 2020
Interim Risk Reduction Measures -
Reservoir Operating Level

On December 17, 2019, Valley Water received a letter (Attachment 1) from the Federal Energy
Regulatory Commission (FERC) regarding the Anderson Dam Seismic Retrofit Project (ADSRP),
requiring that a plan be filed within 14 days of the date of the letter which addressed “implementation of
interim risk reduction measures involving lowering of the reservoir to decrease the risk of downstream
consequences in the event of an earthquake and/or flood event between now and the time the Seismic
Retrofit Project is scheduled to begin.” In addition, Valley Water was also directed to provide an
Emergency Response Plan for implementation within 30 days of the date of the letter.

The current seismic restriction and operating level for Anderson Reservoir has been thoroughly
examined and vetted over the life of the project. Valley Water’s analysis shows that lowering the
reservoir level beyond the current restriction poses additional risk of damage to the inlet works for the
dam, in the event of a moderate to large earthquake. Significant damage to the inlet works would
prevent Valley Water from exercising the existing outlet valve and render Valley Water incapable of
controlling the level of the reservoir. This could, in turn, lead to a potentially catastrophic failure
condition if a second seismic event or large wave of precipitation were to occur. This information was
presented to FERC and the California Department of Water Resources, Division of Safety of Dams
(DSOD) on December 4 and 5, 2019 at the eleventh meeting of the ADSRP Board of Consultants
(BOC). DSOD and the BOC have concurred with the analysis and findings presented, and as a result,
Valley Water has determined that the current Reservoir Operating Level Restriction is the most
appropriate Interim Risk Reduction Measure for public safety. This information has been summarized
and transmitted to FERC by Valley Water in a letter dated December 31, 2019 (Attachment 2).

The required Emergency Response Plan is currently being finalized and will be transmitted to FERC
on, or before, January 16, 2020.

Méelanie Richardson, P.E.
Chief Operating Officer
Watersheds

Attachment 1: FERC letter dated August 11, 2019
Attachment 2: Valley Water response letter dated December 31, 2019
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f\/‘ Valley Water Clean Water ¢ Healthy Environment ¢ Flood Protection

December 31, 2019

David E. Capka, PE

Director, Division of Dam Safety and Inspections
Federal Energy Regulatory Commission

888 First Street NE

Washington, DC 20426

Reference: P-5737-CA
NATDAMi# CA00294

Subject: Anderson Dam Seismic Retrofit Project (ADSRP) — Re: Plan for Implementation of Interim
Risk Reduction Measures

Dear Mr. Capka:

In a letter dated December 17, 2019, the Federal Energy Regulatory Commission (FERC) required that
Santa Clara Valley Water District (Valley Water) file a plan describing how we would lower Anderson
Reservoir to decrease the interim risk of downstream consequences in the event of an earthquake
and/or flood between now and when the Anderson Dam Seismic Retrofit Project (ADSRP) is scheduled
to begin. This letter serves as Valley Water’s response to FERC’s request.

Valley Water takes interim risk reduction measures seriously. To that end, we have undertaken the
various interim risk reduction measures (IRRMs) listed in our letter report to FERC dated October 31,
2019. That letter reviewed existing risk reduction measures associated with hydrologic and seismic
risks at Anderson Dam, and recommended additional risk reduction measures, with a plan and
schedule for implementation.

1. Response to the Question of Further Lowering of Storage Levels

To address whether further lowering of the water level in Anderson Reservoir decreases the interim
risks, we draw your attention to the potential for deformation of the intake structure during an
earthquake, and the significant consequences of that outcome. Results of a study assessing
deformation of the sloping intake structure due to seismic events are presented in our October 31,
2019, letter report. The study concluded that under current storage restrictions the reservoir itself
provides a buttressing effect, and therefore helps reduce the potential for displacements of the intake
structure during an earthquake. Lowering reservoir levels beyond the current level would decrease the
structural reliability of the intake structure potentially causing damage to the intake structure under
larger earthquakes events. The risk of such damage is compounded by the likelihood that damage
would be difficult to detect, inspect and repair. This scenario presents serious dam safety issues. It
should be noted, also, that further lowering of the reservoir level is unlikely to have a significant

Valley Water District | 5750 Almaden Expressway, San Jose, CA 95118-3686 [ (408) 265-2600 | www.valleywater.org C'.B
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beneficial or harmful impact on the seismic performance of the dam embankment, outlet structure or
the spillway chute walls. Therefore, in our judgment, sustaining storage volumes consistent with the
operational rules curves we filed with FERC on October 31, 2019, is the optimal risk management
strategy pending ADSRP construction initiation.

2. Background

To address dam safety concerns being raised by the ADSRP, the normal reservoir pool for Anderson
Reservoir was reduced from spillway crest level of El. 627.8 feet (ft.), NAD88 datum, to El. 602 ft. (or
68% of total storage) beginning in 2008, informed by a study performed by AMEC 2011 (Ref. No 1).
After further analysis in 2016 (URS 2017, Ref No. 4), the normal reservoir pool was further reduced to
El. 592 ft. in January 2017 (58% of total storage). This IRRM is intended to remain in place until the
beginning of ADSRP construction.

To increase the probability of keeping the normal reservoir pool to El. 592 ft., Valley Water has
operated Anderson Reservoir the last two winters in accordance with the operational rules curves
filed with FERC on October 31, 2019. The submitted rule curve for the Coyote-Anderson reservoirs
system is based on a 40% inflow exceedance probability. Valley Water has also implemented a
slightly revised Anderson “full condition,” which provides 6,000 acre-feet (AF) of buffer storage
below the DSOD restriction from November 1 through March 1 but is reduced linearly from 6,000 AF
on March 1 to 0 AF on May 1 to improve water supply benefits. Additional details on operations
were presented in Ref. No. 6D.

Valley Water’s Hydraulics & Hydrology modeling group presented its analysis of storms resembling
those in 1997 and 2017 at the ADSRP Board of Consultants (BOC) Meeting No. 11 (Ref. No. 6C). The
results show that the number of days in which Anderson Reservoir storage exceeds the DSOD
restriction will not be significantly reduced if the initial storage were to be lower at the beginning of
the storm. For instance, if a storm on the scale of 1997 is repeated in the future with Coyote Reservoir
initially at its DSOD restriction, the number of days that Anderson Reservoir storage will exceed its
DSOD restriction will be 92, 109, 111, and 113 days for Anderson’s initial condition being an empty
reservoir, 20% full, 40% full, and at the current restriction (58% full), respectively. On the other hand, if
a 2017 storm is repeated with Coyote Reservoir initially at its DSOD restriction, the number of days
that Anderson Reservoir storage will exceed its DSOD restriction will be 113, 118, 129, and 132 days for
Anderson’s initial condition being at 0%, 20%, 40%, and 58% full, respectively. The table which follows is
extracted from Figure 1 of Ref. No. 6.
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Storm Inflow Scenario 1997 2017

Anderson Starting Storage 0% 20% 40% 58% 0% 20% 40% 58%

Coyote Starting Storage DSOD DSOD DSOD | DSOD DSOD DSOD | DSOD DSOD

Duration above DSOD
Restriction (Days) 92 109 111 113 113 118 129 132

Time to reach DSOD
Restriction (Days) 52 34 32 31 68 63 52 50

Duration above Spillway
Elevation (Days) 33 35 35 38 48 48 49 58

3. Analysis

Deformation of the intake structure due to seismic events is presented in Ref. No. 6B. The study
concluded that under the current restriction, the reservoir provides a buttressing effect, resuiting in
higher yield coefficients and therefore lower displacements. Any lowering of the reservoir below the
current restricted level will remove the buttressing effect of the reservoir and increase the
deformation of the sloping intake structure in the event of a large earthquake. Lowering the reservoir
would significantly decrease the structural reliability of the intake and the intake structure would be
severely damaged by a larger earthquake events. Due to water in the reservoir, such a damage to the
intake structure would be difficult to detect, inspect and repair, exacerbating dam safety issues.

At the currently restricted pool (elev. 592 ft.), we do not expect the intake structure to fail after a
seismic event with a return interval of 100 years. However, the mechanical components related to
operating valves may be damaged. Valley Water is currently developing an Emergency Response Plan
(ERP) to address damage caused to these facilities by smaller earthquakes at the current restricted
normal pool of Elev. 592 ft., so that their functionality can be quickly restored. The ERP will be
transmitted to FERC by January 16, 2020.

Our October 31, 2019, letter report analyzed the impacts to the dam embankment and its appurtenant
structures of lowering the normal reservoir pool to elevations below the current restriction. The
analysis indicates that lowering of the reservoir normal pool has no significant impact on the structural
reliability of the dam embankment and the downstream outlet structure for an earthquake event with
a return period between 100 years and 400 years. The water storage levels in the reservoir also have
no bearing on the seismic performance of the spillway walls.

Deformation of the intake structure slope could be improved by keeping the slope unsaturated by
draining the reservoir. However, given the limited capacity of the outlet pipe (about 480 cfs), it is not
feasible to keep the reservoir dewatered and the slope unsaturated. Valley Water has also evaluated
the use of pumps to address this shortcoming. The results of our evaluation showed that pump-over is
not a feasible solution. Members of the ADSRP BOC concur with this conclusion in their letter report
following BOC Meeting No. 11 (Ref. No.7). The letter report, presenting the results of the analysis and
summary of discussions with DSOD, FERC, and the BOC, was transmitted to FERC on October 31, 2019
(Ref. No. 6E).
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4, Other Considerations

ADSRP is currently conducting environmental review for the proposed project, which includes
dewatering the reservoir for approximately 2.5 years; in addition to evaluating potential environmental
impacts, project staff have been working with technical teams and agency stakeholders to develop
Avoidance and Minimization Measures (AMMs) to lessen the environmental impacts associated with
dewatering the reservoir. If Valley Water were to dewater in advance of ADSRP Construction Year 4, or
prior to implementing AMMs, significant environmental impacts would likely occur.

4.1. Water Supply

Lowering the reservoir water level below the current restricted normal pool would impair the water
delivery mission of Valley Water dramatically. This is in addition to degrading the performance of the
intake structure, the functionality of which is important from a dam safety perspective. Anderson
Reservoir currently retains about 20,000 AF of emergency supply, which would not be available after
dewatering the reservoir, and which would impede Valley Water’s ability to deliver raw water to its
three treatment plants and recharge groundwater aquifers. In addition, further capacity restrictions
would likely lead to warming and increased transport of nutrients and metals into the photic zone.
This may result in increased phytoplankton and cyanobacteria blooms, as well as other nuisance
compounds that impair source water quality, potentially resulting in water that may not treatable by
Valley Water’s current treatment facilities.

Water supply risks associated with the dewatering of Anderson Reservoir are exacerbated by several
additional factors, including reservoir restrictions at other Valley Water dams, frequent South Bay
Aqueduct (State Water Project) planned and unplanned outages, water quality issues when San Luis
Reservoir is low {(a.k.a. San Luis low point), and unreliable imported water allocations.

4.2, Environmental

The reservoir pool enables Valley Water’s recharge program and provides ancillary benefits to the
environment. Valley Water anticipates that further reservoir restrictions and/or dewatering Anderson
reservoir would cause adverse environmental impacts to both state and federally listed species due to:

1) Aninability to keep Coyote Creek wet downstream of the dam throughout the summer and fall
seasons, which would impact sensitive native fish, amphibians, reptiles, wetlands, and riparian
habitats;

2) Lack of a cold-water pool volume in Anderson that benefits the federally threatened Steelhead
downstream of the dam;

3) Increased water quality impacts downstream (sedimentation, turbidity, lowered dissolved
oxygen, temperature, 303(d) listed contaminants, etc.); and

4) Loss of habitat within the reservoir for various species (western pond turtle, raptors, bats, etc.).
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Emptying the reservoir would conflict with the federal ESA section 10 and the Santa Clara Valley
Habitat Conservation Plan, which specifies the reservoir cannot be dewatered more than 3.5 years in
total duration. Any proposal to dewater the reservoir would be subject to federal and state wildlife

agency review and approval.

California dam owners must allow sufficient water to pass over, around, or throdgh the dam to keep in
good condition any fish that may be planted or exist below the dam (California Fish and Game Code
section 5937). Eliminating reservoir storage would effectively eliminate the critical water supply for
Coyote Creek to meet this state requirement.

Dewatering the reservoir may impact environmental aspects, in addition to other resources. In
previous meetings with FERC, Valley Water was directed to consider the entire reservoir within the
area of potential effect for cultural and tribal resources, if dewatering is to occur (Jennifer Polardino,
pers. comm. August 15, 2018). Dewatering the reservoir would also impact community recreation, as
Anderson Reservoir is used for boating, fishing, and hiking.

5. Summary

Valley Water recommends continuing with our current operations in order to balance dam safety,
environmental requirements, water supply and delivery needs, and compliance with the regulatory
requirements while planning for winter storms and providing flood management. The most prudent
approach forward to manage risk would be to retrofit the facility as soon as possible.

We appreciate your continued cooperation in the review and approval process for this important dam
safety project. If you have questions regarding this letter, please contact me at (408) 630-3796.

Sincerely,

i /« A

Christopher Hakes, P.E.
Deputy Operating Officer
Dam Safety & Capital Delivery
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Sergio Jimenez, P.E. (Sergio.Jimenez@hdrinc.com) [electronic only]

Design Consultant
John Roadifer, P.E (john.roadifer@aecom.com) [electronic only]

Project Management Consultant
Chris Mueller, P.E (muellercg@bv.com) [electronic only]
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FEDERAL ENERGY REGULATORY COMMISSION
Office of Energy Projects
Division of Dam Safety and Inspections
888 First Street, NE
Washington, DC 20426
(202) 502-6314 Office — (202) 219-2731 Facsimile

December 17, 2019

In reply refer to:
Project No. 5737
NATDAM No. CA00294

VIA USPS First-Class Mail

Mr. Christopher Hakes

Deputy Operating Officer

Dam Safety and Capital Delivery Division
Santa Clara Valley Water District

5750 Almaden Expressway

San Jose, CA 95118-3686

Re: Interim Risk Reduction Measures for the Anderson Dam Project
Dear Mr. Hakes:

This letter is in response to your October 31, 2019, submittal reporting the results
of your re-evaluation of existing risk reduction measures for the Anderson Dam Seismic
Retrofit Project. Your submittal included significant new information indicating that an
earthquake with a frequency of only 100 years is expected to cause damage to the
existing spillway and outlet works which would prevent normal operation of the
reservoir. Additionally, the potential for embankment cracking during earthquakes,
which could result in internal erosion of the dam can not be discounted. However, your
submittal indicates you intend to continue with the current reservoir operations and that
you do not consider additional risk reduction measures necessary.

Under 18 CFR 12.4, I am requiring you to file a plan for the implementation of
interim risk reduction measures involving lowering of the reservoir to decrease the risk of
downstream consequences in the event of an earthquake and/or flood event between now
and the time the Seismic Retrofit Project is scheduled to begin. This plan must be filed
within 14 days for review and comment by this office.

In addition, I am requiring you to prepare and submit an Emergency Response

Plan which can be implemented during this winter season, rather than your projected
completion date of April 2020. This Plan must be filed within 30 days.
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Please contact me at (202) 502-6314 with any questions or if further discussion is

needed.
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Sincerely,

David E. Capka, P.E.
Director

Division of Dam Safety and
Inspections



/é/ Valley Water MEMORANDUM

FC 14 (08-21-19)

TO: Board of Directors FROM: Nina Hawk

SUBJECT:  San Jose Water Company PFOS Notification DATE:  January 7, 2020

On January 3, the San Jose Water Company (SJWC) notified Valley Water that they found
perfluorooctyl sulfonate (PFOS) above the Notification Level in six of SUWC’s 83 groundwater wells
(Attachment 1). Notification Levels are nonregulatory, health-based advisory levels set by the State
Water Resources Control Board Division of Drinking Water (DDW) for contaminants in drinking water
that lack maximum contaminant levels.

PFOS, part of the large family of chemicals known as per- and polyfluoroalkyl substances (PFAS), has
a Notification Level of 6.5 parts per trillion (ppt). Through its well testing, SUIWC found PFOS above the
Notification Level in six of its wells in concentrations ranging from 6.6 to 8.2 ppt. Out of an abundance
of caution, SJIWC discontinued the use of these six wells. SIWC also plans to notify customers within
affected areas.

Per current regulations, a water supplier is required to report any exceedance of the Notification Level
to its governing bodies and to notify customers via its annual Consumer Confidence Report. If a water
source exceeds the Response Level of 70 ppt for PFOS and perfluorooctanoic acid (PFOA) combined,
a water supplier must remove the water source from operations or notify customers within 30 days if it
continues to use the affected source. None of SUWC'’s wells (or any water supply wells within Santa
Clara County) have exceeded the Response Level.

Valley Water has been actively engaged with emerging issues related to PFAS and has posted a fact
sheet on www.valleywater.org to provide pertinent information to retailers and customers (Attachment
2). Valley Water will continue to work with the state and with local water retailers to better understand
the presence and potential sources of PFAS in local water supplies and to take action if needed to
ensure a safe and reliable drinking water supply.

O\O’m\ %.49\)‘;,_ Aosen PBakec g-o('
Nina Hawk

Chief Operating Officer

Water Utility Enterprise

Attachments: 1. SUIWC PFOS Notification Letter
2. Valley Water PFAS Fact Sheet

cc: N. Camacho, R. Callender, B. Yerrapotu, G. Hall

Isu/nh
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g""‘ i h s
San Jose Water {_{ }?-_"
Water Quality and Environmental Services - §f3m/;/ P>
1221A S Bascom Ave, San Jose CA 95128 Ky S
Ake

Nina Hawk, Chief Operating Officer
Valley Water

5750 Almaden Expressway

San Jose, CA 95118

Transmitted Electronically on January 3, 2020
Subject: PFOS Notification
Dear Official,

The purpose of this letter is to inform you that San Jose Water (SJW) has found concentrations of
perfluorooctyl sulfonate (PFOS) in exceedance of the Notification Level in six of SUW’s 83
groundwater wells. The Notification Level was adopted on August 23, 2019 by the California State
Water Resources Control Board Division of Drinking Water (DDW). Pursuant to California Health
and Safety Code Section 116455, SJW is required to inform its governing body and the governing
body of any local agency whose jurisdiction includes the areas supplied with drinking water with
concentrations exceeding the PFOS Notification Level of 0.0065 ug/L. Notification Levels are
health-based advisory levels established by the DDW for chemicals in drinking water that lack
maximum contaminant levels.

PFOS and perfluorooctanoic acid (PFOA) have been extensively produced and studied in the
United States. These manmade substances have been synthesized for water and fat resistance.
They have been used extensively in consumer products such as carpets, clothing, fabrics for
furniture, paper packaging for food, and other materials (e.g., cookware) designed to be
waterproof, stain-resistant or non-stick. In addition, they have been used in fire-retarding foam and
various industrial processes. The origin of the contaminant in our water supply at this time is
unknown; however, SJW is working with DDW and other agencies to determine how it was
introduced into our groundwater supply.

SJW voluntarily began monitoring all of its wells for per- and polyfluoroalkyl substances (PFAS)
beginning in 2019, ahead of the DDW order to monitor select wells issued on March 12, 2019.
Once PFOS, a chemical in the PFAS group, was found in concentrations above the Notification
Level in six of its wells, SIW immediately discontinued the use of these wells. This step was taken
out of an abundance of caution in the absence of a regulatory limit and will not affect SUW’s ability
to deliver safe, high quality, and reliable water service to customers.

SJW customers are no longer receiving water with concentrations of PFOS above the
Notification Level. The Notification Level for PFOS is 6.5 part per trillion. One part per trillion
(ng/L) corresponds to a penny in $10 billion.

The concentration levels measured in SJW groundwater are summarized in Table 1. Maps of the
affected areas are provided in Figures 1 and 2.

In addition to this notification, SJW plans to send a separate letter to all of its affected customers.
More information about PFAS can be found at https://www.waterboards.ca.gov/pfas/ and

www.sjwater.com/pfas.
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PFOS Notification
Page 2

Background:

If a chemical is present in drinking water that is provided to consumers at concentrations
considerably greater than the Notification Level, for instance at the Response Level set by DDW,
DDW requires that the drinking water system take the source out of service. SUW is continuing to
monitor the levels in our source(s) and has not exceeded the Response Level at this time.
Additional information will be provided to our customers in the SJW Consumer Confidence Report
that will be published in April of 2020.

Potential Health Effects:

Per DDW, based on the current evaluation of recent human and animal toxicity data, exposure to
PFOA and PFOS in tap water over certain levels may result in adverse health effects including
hepatotoxicity, immunotoxicity, thyroid toxicity, reproductive toxicity, and cancer (pancreatic and
liver).

Table 1 — Wells with detection of PFOS >0.0065 ug/L

Well ID Sample Date [Parameter Name Report Result |Report Units
Williams Rd 2 06/25/2019| Perfluorooctyl Sulfonate (PFOS) 0.0072|ug/L
Williams Rd 14 11/15/2019|Perfluorooctyl Sulfonate (PFOS) 0.0066|ug/L
Williams Rd 15 06/26/2019| Perfluorooctyl Sulfonate (PFOS) 0.0082 |ug/L
Willow Glen Way 3| 06/19/2019|Perfluorooctyl Sulfonate (PFOS) 0.0078|ug/L
Willow Glen Way 4| 05/15/2019|Perfluorooctyl Sulfonate (PFOS) 0.0074|ug/L
Willow Glen Way 5| 06/19/2019|Perfluorooctyl Sulfonate (PFOS) 0.0074|ug/L

Figure 1 — Map of area that may have received water from Willow Glen wells with PFOS
concentrations >0.0065 ug/L
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PFOS Notification
Page 3

Figure 2 — Map of area that may have received water from Williams wells with PFOS
concentrations >0.0065 ug/L
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If you have any questions regarding this letter or would like more information on PFAS, please call
Francois Rodigari, Director of Water Quality & Environmental Services, at (408) 279-7967.

Sincerely,

John Tang, P.E.
Vice President of Regulatory Affairs and Government Relations, San Jose Water Company

CC: SJW Board of Directors
Andrew R. Gere, P.E., SUW President & Chief Operating Officer
Curtis A. Rayer, SUW VP of Operations
Francois Rodigari, SUW Director of Water Quality & Environmental Services
Adam S. Feffer, P.E., SUW Manager of Water Quality
Liann Walborsky, SJW Director of Corporate Communications
California Public Utilities Commission
Eric Lacy, P.E., District Engineer, DDW Santa Clara District
Dr. Sara Cody, Public Health Officer, Santa Clara County
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FAQ FACT SHEET

Per-Polyfluoroalkyl Substances (PFAS)

/‘A/ Valley Water
e B

7& What are PFAS, PFOA, and PFOS?

Per- and Polyfluoroalkyl Substances (PFAS) are a
grouping of more than 4,500 chemicals that resist heat,
oils, stains and water. They have been widely used in
consumer products such as carpets, clothing, fabrics

for furniture, paper packaging for food, firefighting
foams, and other materials like cookware designed to be
waterproof, stain resistant or nonstick. Perfluorooctanoic
acid (PFOA) and perfluorooctane sulfonate (PFOS) are
two common types of PFAS.

Certain PFAS chemicals (including PFOA and PFOS) are
no longer manufactured in the US. However, they are still
produced internationally and are imported into the US in
consumer goods.

What are the health effects of
PFOA and PFOS?

PFOA is a possible human carcinogen according to the
International Agency for Research on Cancer. Available
studies suggest PFAS exposure can cause adverse
effects in humans, including increased cholesterol,
thyroid and liver disease, decreased fertility, lower birth
weights, decreased vaccine response, and pregnancy-
induced hypertension.

‘9 How are people exposed to PFAS?

These chemicals have been widely used for decades

in industrial applications and consumer products.
Most people have been exposed to these chemicals
through consumer products but drinking water can be
an additional source of exposure. The major sources of
PFAS in water supplies are fire training/response sites,
industrial sites, landfills, and wastewater treatment
plants/biosolids. Because of their persistence in the
environment, PFAS have the potential to accumulate

in water supplies.

Are there drinking water standards
for PFOA and PFOS?

State and federal lawmakers and regulators are moving
toward stricter standards and guidelines for the
detection, public notification, and treatment of PFOA
and PFOS in drinking water.

Currently, the EPA has established a drinking water
health advisory of 70 parts per trillion (ppt) for

a combined concentration of PFOA and PFOS. If
exceeded, EPA recommends water providers assess the
contamination, inform customers, and limit exposure.
EPA is working to establish drinking water regulations
for PFOA and PFOS by setting an enforceable Maximum
Contaminant Level.

The California State Water Resources Control Board
(State Board) has established a drinking water
notification level for PFOA (5.1 ppt) and PFOS (6.5 ppt).
If exceeded, water providers are required to notify their
governing bodies and the State Board recommends
they inform customers. The State Board has also set a
response level of 70 ppt for PFOA and PFOS combined.
If exceeded, the State Board recommends removal of
the drinking water source from service. The State Board
is considering lowering the response levels for PFOA
and PFOS by the end of 2019. Recent state legislation
also provides for increased monitoring and consumer
notifications.

'E’g Has local water been tested for
PFOA and PFOS?

To better understand the occurrence of PFAS, the EPA
required large public water systems to test for various
PFAS, including PFOA and PFOS, between 2013 and
2015. There were no detections of PFAS in groundwater
or surface water in Santa Clara County as part of this
testing.

The ability to detect these chemicals at even lower levels
has evolved since the EPA-required sampling. Based on
limited sampling conducted since then, PFOA and PFOS
have not been detected in Valley Water's imported water
or treated water supplies.

PFOA and PFOS have been found in a limited number
of groundwater wells in Santa Clara County. Most are
shallow groundwater monitoring wells that are not used
for drinking water. However, Valley Water has detected
PFOA and PFOS in two of the three water supply wells
we own for emergency backup supply. No water from
these wells has been delivered to water retailers (or
consumers), and the levels of PFOA and PFOS detected
are below the notification levels set by the State Board.

continued on back -
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The State Board has ordered testing of wells throughout
the state for PFOA and PFOS to help inform potential
drinking water standards. The testing will be conducted
in phases and will continue into 2020. In the first phase,
wells were selected based on the proximity to landfills
or airports, or if they had prior detections of PFOA or
PFOS. Future phases will target other potential PFAS
sources like industrial sites and wastewater treatment
systems. Results from this testing, which include wells
in Santa Clara County, will help us better understand the
presence of PFAS in local groundwater.

How can PFAS in drinking water
be treated?

If PFAS is detected above State Board response levels,
water providers may treat the water, remove it from
service, or blend it with unaffected supplies. Treatment
technologies that have shown to be effective in removing
PFAS from drinking water include granular activated
carbon, powdered activated carbon, high pressure
membranes (reverse osmosis/nanofiltration) and ion
exchange resin. More information can be found at
https://www.epa.gov/pfas/treating-pfas-drinking-
water and https://www.nsf.org/newsroom/pfoa-pfos-
reduction-claims-requirements-added-to-nsf-standards

g‘l Are PFAS found in bottled water?

Bottled water producers are not required to test for
PFAS. We recommend consumers contact bottle water
producers directly for information about their product’s
water quality.

Are PFAS found in purified
recycled water?

Valley Water is exploring the use of purified recycled
water as a drought-resilient water supply for
groundwater recharge or other uses. While PFAS are

CONTACT US

present in wastewater, any purified recycled water used
in Santa Clara County would be treated with multiple,
proven technologies including reverse osmosis, which

is effective in treating PFAS. Valley Water is carefully
testing these technologies at our Silicon Valley Advanced
Water Purification Center to ensure purified recycled
water meets or exceeds drinking water standards and is
protective of the environment.

%=1 What is Valley Water doing about PFAS?

We will continue to work with the state and with local
water retailers to better understand the presence and
potential sources of PFAS in local water supplies and

to take action if needed to ensure a safe and reliable
drinking water supply. To support this, we are exploring
additional monitoring and our water quality laboratory
is preparing to obtain state certification to test for PFAS
in drinking water.

We take our responsibility to provide safe, clean water
and to protect local groundwater very seriously. Valley
Water and local water retailers use proven technologies
and best practices to ensure drinking water delivered to
businesses and residents meets or exceeds all state and
federal drinking water standards.

Si habla espafiol y tiene preguntas sobre el contenido
de este mensaje por favor de comunicarse con José Villarreal
a JVillarreal@ValleyWater.org o (408) 630-2879.

Néu ban néi tiéng Viét va c6 thac mic vé néi dung clia
théng béo nay, xin vui long lién hé véi Hoan Cutler tai
HCutler@ValleyWater.org hodc (408) 630-3135.

WNRARERAAE S REA S B EER], BHHER Sarah Young,
E# SYoung@valleywater.org, 2\& B 5%:(408) 630-2468.

Kung ang wika mo ay Tagalog at kailangan mo pa ng
impormasyon, tawagan mo si Benjamin Apolo sa
(408) 630-2042 o sumulat sa BApolo@ValleyWater.org.

To find out more about PFAS or to submit questions or comments, contact
George Cook at (408) 630-2964 or GCook@valleywater.org or use our
Access Valley Water customer request system at https://deliver.com/2yukx.

FOLLOW US

n scvwd

W valleywater
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Subject: Monthly and Quarterly Report of Investments as of December 31, 2019

~ Water MEMORANDUM

& FC 14 (02-08-19)

TO: Board of Directors FROM:  Darin Taylor,
Chief Financial Officer

SUBJECT:  Monthly and Quarterly Report of Investments DATE: January 10, 2020
as of December 31, 2019

SUMMARY:

In accordance with District Board Investment Policy and California Government Code sections 53607
and 53646, the Treasurer's Monthly and Quarterly Report of Investments as of December 31, 2019, is
attached. This report complies with Executive Limitation-4 Financial Management.

RATIONALE:

California Government Code section 53607 requires the Treasurer of the local agency who has been
delegated with the authority to invest funds to provide a monthly report of the investment transactions to
the legislative body. Furthermore, Government Code Section 53646 recommends that the Treasurer
submit a quarterly report to the legislative body of the local agency to assist with its fiscal oversight role.
The quarterly report shall include the types of investment, issuer, date of maturity, par, market value
and dollar amount for all securities, investments and moneys held by the local agency. The report shall
also confirm compliance of the portfolio with the investment policy as well as a statement denoting the
agency’s ability to meet its expenditure requirements for the next six months. This report is provided to
the Board in compliance with Board Investment Policy and Government Code sections 53607 and
53646.

STAFF ANALYSIS:

Interest Rates

The yield-to-maturity of the District’s portfolio as of December 31, 2019, was 2.09%. This represents a
slight decrease of 0.06% compared to the yield of 2.15% for September 2019.

Table 1 below summarizes the historical yield-to-maturity of the District’s portfolio.

Table 1 - District Portfolio Yield-to-Maturity

(365 days equivalent)

Fiscal September December March June
Year Q1 Q2 Q3 Q4
2019 1.93% 2.06% 2.18% 2.16%
2020 - 215% 2.09%

40



Subject: Monthly and Quarterly Report of Investments as of December 31, 2019

Investment Strategy

In accordance with the strategy recommended by the Investment Committee and approved by the
Board, staff continues to ladder the portfolio. When funds mature, if the money is not needed for current
expenditures, they are reinvested in securities that have maturities of up to five years.

The average life of the portfolio on December 31, 2019 was 596 days (1.6 years), well within the
2.5-year average life threshold permitted by the Investment Policy. During the quarter, the Treasury
Officer purchased 27 securities with total par amount of $54.9 million and yield-to-maturity ranging from
1.58% to 2.14% and weighted average yield-to-maturity of 1.74%.

The District's portfolio is invested with a primary goal of safety. To accomplish this goal, we only invest
in securities that are permitted by California Government Code and the Board Investment Policy. These
securities have high credit ratings and maturities of no more than 5 years. As of December 31, 2019,
approximately 74% of the portfolio was held in US Government Treasury/Agency Notes and Municipal
Bonds, 16% was held in liquid funds (Local Area Investment Fund/money market mutual fund) and 10%
in supranational/corporate medium-term notes.

Driving the flattening in the overall yield of the portfolio over the last few years is the low re-investment
rate the District receives. The low short-term interest rate environment is primarily driven by the
continued low Federal Funds target rate. In late 2008, the Federal Open Market Committee (“FOMC”)
lowered the Federal Funds target rate to a range of between 0% and 0.25%. The Committee
maintained this rate through October 28, 2015 but has since gradually increased the rate. At the
December 11, 2019 meeting, the FOMC stated: “In view of realized and expected labor market
conditions and inflation, the Committee decided to maintain the target range for the federal funds rate at
1-1/2 to 1-3/4 percent.”

Staff recommends continuing the strategy of investing in short-term, liquid instruments such as money
market mutual funds, LAIF, high grade corporate medium term notes and short-term U.S. government
treasury and agency securities until financial markets show clear and continued signs of stabilization
and improvement. While this strategy has the effect of achieving a lower investment yield compared to
a longer-term investment strategy, safety and liquidity of the District portfolio will be maintained. Staff
will look for value within the five-year horizon and will match maturities with cash flow requirements as
opportunities arise.

1htt;vs://www.federalreserve.uov/newsevents/pressreleases/monetaw201 91211a.htm
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Subject: Monthly and Quarterly Report of Investments as of December 31, 2019

Interest Income

For the quarter ended December 31, 2019, the District received total interest earnings of
$3.50 million. Table 2 below illustrates the historical interest earnings of the District’s investment

portfolio.

Table 2 - District Portfolio Quarterly Interest Earnings

Fiscal Year Quarter Ending: Earnings* |
2018-19 September 2,754,544
December 2,984,795
March 3,443,714
June $3,615,339
Total $12,798,392
2019-20 September 3,668,081
December 3,505,816
Total $7,173,896

* Earnings include interest earned plus accrued interest and adjustments for
premiums/discounts for the period.

Performance Measurement

The District benchmarks its portfolio performance against the 24-month floating average of the 2-year
Treasury note. This benchmark approximates relatively closely to the holdings of the District. However,
there is no benchmark that will exactly mimic the District’s mix of investments.

For the quarter ended December 31, 2019, the District portfolio yield-to-maturity was 2.09% while the
benchmark yield was 2.24% for a slight difference of -0.15%. Yields on the 2-year Treasury note reflect
the gradually rising interest rate in the short end of the yield curve. The District’s yields are slightly
lower because of the staggered maturity investment strategy described above and holding to maturity
certain securities purchased in times of lower rates.

As a result of low interest rates in the current market environment, the redemption of higher-yielding
callable securities and the continued maturities of securities bought in better economic times, the yield
on the District’s investment portfolio is expected to remain modest over the next few quarters but may
gradually increase over time as the U.S. economy improves and global uncertainties wane. The
portfolio will continue to be invested according to the tenets of safety, liquidity and yield in conformance
with the California Government Code and District Investment Policy.
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Subject: Monthly and Quarterly Report of Investments as of December 31, 2019

Summary of Cumulative Changes in the District Portfolio

The book value of the portfolio was approximately $619 million on December 31, 2019 compared to
$626 million on September 30, 2019, a decrease of $7 million or -1.2%. This decrease reflects the
normal fluctuations of the District’s investment portfolio due to receipt of expected revenues. (e.g.
property taxes, water utility revenues, etc.) which are offset by planned expenditures for debt service,
operating and capital projects incurred during the quarter.

The historical quarterly changes in book value are summarized in Table 3 below.

Table 3 — District Portfolio Book Value

Fiscal Quarter Ending: Book Value $ Change % Change

Year

2018-19 September $569,055,5672  ($24,262,020) -4.1%
December $578,467,963 $9,412,391 1.7%
March $609,566,995 $31,099,032 5.4%
June $657,570,589 $45,003,594 7.4%

2019-20 September $626,255,919  ($28,314,670) -4.8%
December $619,009,295 ($7,246,624) -1.2%
March
June

Portfolio Market Valuation

In accordance with California Government Code, all public agencies must report unrealized gains and
losses in their investment portfolios on a quarterly basis. Table 4 below shows the market value of the
District's investments as reported by ICE Data Pricing & Reference Data, LLC on December 31, 2019
compared to the amortized book value.

Table 4 — District Portfolio Market Value

Market Value $623,240,035
Amortized Book Value $619,009,295
Unrealized Gain (Loss) $4,230,740

If the entire portfolio had been liquidated on December 31, 2019, the District would have received
$4,230,740 more than the total amortized cost of the portfolio. This is the result of a direct relationship
between changes in market interest rates and the value of investment securities. As general market
interest rates increase, the value of investments purchased at lower yields decrease, and as general
market interest rates decrease, the value of investments purchased at higher yields increase.

The District's Investment Policy dictates a buy-and-hold strategy in which the District holds all securities
to their maturity under normal operating conditions. When an.investment matures, the District is paid
the full-face value of that security and therefore incurs no loss or gain. Since the portfolio was not
liquidated, the “gain” was unrealized and had no impact on the portfolio size or yield.
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Subject: Monthly and Quarterly Report of Investments as of December 31, 2019

Collateralization of Outstanding Repurchase Agreements
As of December 31, 2019, the District had no outstanding repurchase agreements.

Debt Information

The District Investment Policy and governmental regulations require that the District report on the
investment of bond proceeds. Investment of bond proceeds is governed by.the legal bond documents
and applicable governmental regulations. In particular, these funds can be invested for longer periods
to match the terms of the outstanding bonds.

Investment of Debt Proceeds
Table 5 below summarizes the debt proceeds investment information as of December 31, 2019. The
investments of the debt proceeds are in accordance with the provisions for Permitted Investments as

specified in each corresponding Indenture/Trust Agreement.

Table 5 — Debt Proceeds Market Value

L Market Value Yield at Maturity
Description 12/31/2019 market Date
Series 2012A Reserve Fund $5,342,155 1.875%  09/30/2022
Series 2017A Acquisition and Construction $2,002,468 1.50% 02/28/2020
Fund

Compliance with State Law and District Policy

For the quarter ended December 31, 2019, all investments were in compliance with the Board
Investment Policy which include relevant laws and regulations. The investment portfolio has been
structured to ensure that sufficient monies will be available to cover anticipated expenditures in the
coming six months.

Socially Responsible Investments

In a unanimous vote on December 12, 2017, the board voted to amend the district’s investment policy
to promote socially responsible investment (SRI) practices, and adopted a set of moral, ethical,
environmental, social and governance guiding principles (ESG) to lead investment decisions. The
board also approved prioritizing local investment possibilities with California based banks and banks
with less than $10 billion in assets, to keep funds in the local economy and promote local job growth.

To implement the Board’s directive, staff conducted a comprehensive research of various banks and
credit unions in the Bay Area to evaluate and measure risks and financial impacts. The financial
impacts include assessing ESG factors to optimize risk-adjusted returns, influencing corporate behavior
to enhance long-term outcomes, and contributing to the integrity of the financial market. The non-
financial impacts include assessing the long-term investment horizon to reflect concerns and values of
stakeholders and managing the reputation and business risk of the organization.
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Subject: Monthly and Quarterly Report of Investments as of December 31, 2019

Staff researched eligible Bay Area banks and credit unions based on Federal Deposit insurance
Corporation (FDIC) and National Credit Union Administration (NCUA) data. Staff has acquired the
following Certificates of Deposit (CDs) to-date: Alliance Credit Union (San Jose), Bank of San
Francisco (San Francisco), Community Bank of the Bay (Oakland), Mechanics Bank (Walnut Creek),
MERIWEST Credit Union (San Jose), Provident Credit Union (San Jose), Technology Credit Union (San
Jose), and Summit State Bank (Santa Rosa). The rates published on the website for these institutions
range from 0.45% to 2.28%. Staff negotiated for higher rates ranging from 2.00% to 2.78%. Staff also
negotiated and established collateralized business deposit accounts with the following local institutions:
Community Bank of the Bay (Oakland), MERIWEST Credit Union (San Jose) and Technology Credit
Union (San Jose), with special interest rates to match or exceed the State of California Pooled Money
Investment Account rates (click here to see monthly LAIF interest rates). These accounts are secured
by letters of credit each bank has arranged to be issued by the Federal Home Loan Bank in an amount
equal to 105% of the deposit amount, pursuant to the California Government Code and our Investment
Policy. Staff will continue to monitor for local investment opportunities to meet the Board directed
investment objective.

A summary of the change in the District’s investment in certificates of deposit and collateralized
deposits is summarized in Table 6 below.

Table 6 — Certificate of Deposit & Money Market Deposit Summary

L. Book Value Book Value Increase/ % Change
Description 09/30/2019 12/31/2019 (Decrease)
Certificates of Deposit and $23,303,697 26,759,556 3,455,859 15%
Collateralized Business Deposit
Accounts

]

Vi d. Ao
Prepared by: Marie T. Martinez
Treasury Management Analyst Il

00— —0

—Reviewed by: Charlene Sun
Treasury/Debt Officer

Attachments:

1: Portfolio Management reports
2. Portfolio Composition Pie Chart
3: Yield Comparison Graph
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Report Name: Correspondence (open)

Correspond | Rec'd By | Rec'd By Letter To Letter From Description Disposition BAO/ Staff Draft Response Draft Response Writer Ack. Sent Final Response
No District COB Chief Due Date Submitted Due Date
C-19-0278 12/31/19 | 12/31/19 | All COLTER COOK | Email from Colter Cook, Keep Refer to Callende | Tran 01/08/20 n/a 01/14/20
Coyote Creek Beautiful (KCCB) Staff r
dated 12/30/19 to the Board
requesting that the upcoming
events list be shared with
communities.
C-20-0002 01/05/20 | 01/06/20 | All DALE TIBBILS Email from Dale Tibbils to the Refer to Callende | Hoang 01/14/20 n/a 01/20/20
Board dated 1/5/20 regarding Staff r
recent Valley Water
Communication on "Protecting
communities from flooding due to
climate change."
C-20-0003 01/06/20 | 01/06/20 | All SHAWN Letter from Shawn Storm to the Refer to Hawk Hall 01/14/20 n/a 01/20/20
STORM Board received 1/6/20 (dated Staff
1/1/20) regarding water
conservation opportunities.
C-20-0005 01/06/20 | 01/07/20 | All CRAIG LARSEN | Email from Craig Larsen to Refer to Richards | Tippets 01/15/20 n/a 01/21/20
Directors Santos and Keegan Staff on
dated 1/6/20 regarding homeless
and trash in Saratoga Creek
under El Camino Real in Santa
Clara.
C-20-0007 01/09/20 | 01/09/20 | All DHRUV Email from Dhruv Khanna to the Refer to Camach | Taylor 01/17/20 n/a 01/23/20
KHANNA Board dated 1/9/20 Farming Staff o]
versus Callende

Cement/Asphalt/semiconductors/s
oftware production.

r
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