
SAN JUAN WATER DISTRICT and 
SACRAMENTO SUBURBAN WATER DISTRICT 

Joint Committee Meeting 

San Juan Water District 
9935 Auburn Folsom Road 

Granite Bay, CA 95746 

2x2 Ad Hoc Water Management Committee 

AGENDA 
June 23, 2014 

1:00 p.m. 

1. Public Comment
2. Discuss Phase 2 Further Analysis of Consolidating SJWD and SSWD

a. Scope of Work
b. Budget

3. Consultant Selection Options and Process
4. Draft Memorandum of Agreement on Cost Sharing
5. Other Matters
6. Meeting Locations
7. Next Meeting



AGENDA ITEM 2 

STAFF REPORT 

To: 2X2 Water Management Ad Hoc Committee 

From: Robert Roscoe, SSWD General Manager 
Shauna Lorance, SJWD General Manager 

Date: June 23, 2014 

Subject: Phase 2, Further Analysis of Consolidating SSWD and SJWD Study 

RECOMMENDED COMMITTEE ACTION: 
Recommend forwarding to the joint Board of Directors for approval: 

1. Scope of work for Phase 2 (2A & 2B), attached as Exhibit 1 or as amended.
2. $100,000 budget for the Phase 2 (2A & 2B) Study or as amended.

BACKGROUND 
In 2011, Sacramento Suburban Water District (SSWD) and San Juan Water 
District (SJWD), collectively Districts, mutually agreed to investigate opportunities 
to maximize the reliability of their water supplies. The Municipal Consulting Group, 
LLP (MCG) was retained to conduct a Phase 1 analysis. On March 19, 2014, 
MCG presented the final draft report of the Phase 1 analysis to the Committee. 
Based on the findings of Phase 1, MCG recommended to the Committee that 
consolidation of the two Districts was preferable for providing increased water 
reliability benefits to customers of both Districts, and that a Phase 2 analysis of 
combining the two districts be performed. On April 28, 2014, the individual Boards 
of both Districts approved the Committee’s recommendation and directed the 
Committee to move forward with developing a Scope of Work and Budget for a 
Phase 2, Further Analysis of Consolidating SSWD and SJWD Study. 

Both Board’s further directed the Phase 2 study to be broken into two phases - 2A 
and 2B, with Phase 2A dealing with key high level issues that Board members 
needed in order to make the consolidation decision, while Phase 2B would focus 
on other important issues or unaddressed information needed to comply with Local 
Agency Formation Commission (LAFCo) requirements. In addition, the Boards 
directed that Phase 2 address major concerns of SJWD’s wholesale customer 
agencies, including water supply reliability, as well as identify cost saving 
opportunities, financial and debt issues, political influence and be completed in a 
timely manner. 



DISCUSSION 
The 2 sections of the Phase 2 Study – Phase 2A and 2B are expected to proceed 
as follows: 

Phase 2A 
The following steps, primarily performed by staff, comprise the analysis of Phase 
2A (see Exhibit 1 attached for specific tasks): 

1) Validate critical assumptions of Phase 1, to include:
a. Validate the merits to dissolve SSWD and establish SJWD as the

successor agency as recommended in Phase 1, Evaluation of Water
Management Alternatives;

b. Validate establishing divisions versus at-large for elections of the
successor agency directors;

2) Establish a transition plan that addresses key issues such as:
a. Transition of executive staff and associated support positions;
b. Completion of a compensation plan that addresses equalization of

salaries and benefits, including reconciling CalPERS retirement
plans between the two districts;

c. Conduct a detailed cost-of-service plan to establish zones-of-benefit
that reflects existing service areas and associated rate structures;
and,

d. Validate with Bond Counsel the process to fully integrate bond debt,
considering the call dates (2019 and 2022) of outstanding bonds, in
developing a process that would not impair bondholder security.

3) Evaluate other considerations to include:
a. Conducting an engineering feasibility study to explore the potential

operational strategies of combining the two Districts and verify as-
good-as or better system performance criteria for existing customers
under a range of hydrologic conditions. This study should investigate
any new infrastructure or operational requirements needed to fully
exercise water supplies available to the consolidated district.

b. Develop provisions within the respective District resolutions to
combine the districts to protect the surface water supply reliability of
the Wholesale Agencies.

c. Conduct a detailed operations / service plan to address staffing and
resource management (e.g., fleet, corporation yards, etc.) issues to
promote “cultural” integration of the combined districts’ staff.

4) Preparation and adoption by each District of substantially similar resolutions
to combine the Districts.

5) Once the Phase 2 Analysis and LAFCo application is submitted, the
Districts initiate an interagency agreement to implement an interim transfer
to serve as a trial for maximizing the use of the surface water supplies.

a. The inter-agency agreement outlines an Trial transfer between
SJWD and SSWD using the Pre-1914 water supplies to serve SSWD
with a provision that use of the Pre-1914 water supply must revert



back to the Wholesale Agencies during emergency or shortage 
events (e.g., Stage 3, or greater, Notifications). Under this Trial 
Period during drought or shortage conditions, SSWD would forego 
the use of the interim Pre-1914 water supply and return to 
groundwater as its primary water supply. The Trial process 
establishes a model for implementing the formal conjunctive use 
program as well as identifying operational or institutional challenges 
that were previously unforeseen. For SJWD’s pre-1914 water right, 
Water Code Section 1706 allows this water supply to be transferred 
by changing the purpose of use, place of use or point of diversion 
under the water right. The point of diversion, place of use or purpose 
of this water supply can be changed only if others are not injured by 
the proposed change. This “no injury rule” protects other legal users 
(e.g., Wholesale Agencies) of the water, including fish and wildlife, 
from adverse impacts of a water transfer. Since SJWD has 
demonstrated a historical use of the entire pre-1914 water supply 
from Folsom Reservoir, establishing a “no injury rule” argument 
against an agreement to serve SSWD would be unlikely. The same 
point of diversion, if treated at the PWTP, and transmitted it through 
the Cooperative Transmission Pipeline, would further support an 
agreement. A primary consideration for using the Pre-1914 water 
supply in the SSWD service area is centered on the existing 
Wholesale Agencies’ rights and obligations. As the Wholesale 
Agencies have a long and complex history, more careful and detailed 
analysis of the historical records and specific contracts is necessary. 
SJWD has specific terms with each Wholesale Agency to provide 
surface water supplies. However, SJWD was formed by the 
Wholesale Agencies to act as the owner of the water rights and 
those agencies have traditionally relied upon SJWD for treating and 
delivering their water supplies. 

Phase 2B 
Phase 2B of the Study will primarily be performed by an outside consultant and will 
follow the requirements of the Sacramento Local Agency Formation Commission 
(LAFCo) outlined for the Municipal Services Review (MSR). LAFCo has specific 
requirements for considerations when changing, adjusting or modifying service 
area boundaries (see Exhibit 1 attached for specific tasks.) The MSR provides a 
written determination for the following factors: 

a) Infrastructure needs and deficiencies
b) Growth and population projections for the affected areas
c) Financial constraints and opportunities
d) Cost avoidance opportunities
e) Opportunities for rate restructuring
f) Opportunities for shared facilities



g) Government structure options including advantages and disadvantages of
consolidation or reorganization of service providers

h) Evaluation of management efficiencies
i) Local accountability and governance.

LAFCo Application Process 
The LAFCo Application Process is well documented and structured. There are at 
least two different processes the Districts can follow in applying to LAFCo. The 
first is to submit “substantially similar” resolutions of each Board agreeing to 
consolidate accompanied by the MSR. The second is to submit an application to 
LAFCo. Either way, LAFCo will conduct and lead the proceedings for a legal 
combination of the Districts. Because SJWD’s service area is located in two 
adjacent counties, Sacramento LAFCo has indicated its desire to obtain an 
acknowledgement or agreement with the Placer County LAFCo, to serve as lead 
agency. The LAFCo process for combination of the Districts is summarized as 
follows: 

1. SSWD and SJWD hold a pre-application meeting with LAFCo. LAFCo’s
primary concerns with a proposed SJWD-SSWD combination, as
expressed by LAFCo staff, include employment contracts, policies and
human resources issues; specified plans for top managers’ future roles and
responsibilities, and staffing of key positions; plans and safeguards to
ensure uniform and consistent service quality throughout the newly merged
agency; and plans for retaining equity in rates, fees and charges throughout
the new District.

2. The governing boards of SSWD and SJWD adopt similar resolutions for
combination. If the governing boards adopt similar resolutions, LAFCo then
must approve the combination. However, LAFCo can impose additional
terms and conditions upon the action such as:

a. Requiring the Districts to jointly prepare a service plan and fiscal
analysis for providing services. The Service Plan would need to
address the transition of employees and designation of the general
manager.

b. LAFCo can include a condition requiring a period of time for the
combination allowing the successor agency to transition Board
representation. LAFCo staff indicated that the successor agency may
have an initial successor board of 7, 9 or 11 members, but the size of
the Board may need to be reduced over time to a smaller number in
accordance with statutory requirements.

c. In the Service Plan, LAFCo may require an explanation of how the
water supply assets of each agency will be used to benefit the
customer base of the combined District.

d. This element of the Service Plan would not only include the pre-1914
and surface water assets; but would also include contracts between
Reclamation and PCWA or the City of Sacramento; and SSWD’s
groundwater assets.



3. Preparation of a fiscal analysis of the Service Plan. The fiscal analysis of
the Service Plan would explain how the cost of service could be allocated
among the former Districts’ customers and, if appropriate, how SJWD’s and
SSWD’s staffs would be integrated. SSWD and SJWD retail zones could be
temporarily established to reflect different, zone-specific cost of services.
Creating retail zones would be allowed for a specified length of time for
rates, fees and charges to be equalized over the entire successor district.
The status and arrangements with the SJWD Wholesale Agencies would
not necessarily need to change. Other components of the fiscal analysis
could include:

a. SJWD’s and SSWD’s CalPERS retirement plans would need to be
reconciled.

b. Salary and benefits structures would need to be analyzed and
ultimately equalized between the two districts, for all employees.

c. SSWD and SJWD would be required to conduct the appropriate level
of CEQA review for combining the Districts. It is anticipated that
CEQA review could be accomplished with a negative declaration
since both service areas are largely entitled with designated land
uses and already-developed areas.

4. Proceed with the LAFCo Process: Once CEQA proceedings and a Service
Plan are finalized, and the desired arrangement for combining is defined
between the Districts’ and LAFCo, then the SJWD and SSWD Boards
would initiate the formal LAFCo application process by adopting a
substantially similar resolution of application and submitting supporting
documentation required by LAFCo (maps, demographic and financial data,
etc.).

a. LAFCo staff would review the application and work with the two
Districts’ Boards and staffs on additional information requests.

b. With no protest, LAFCo could process and tentatively approve the
application. Although LAFCo typically provides a 30-day minimum
comment period. If no protests are received, LAFCo would proceed
with one or more public hearings, depending on the number of public
comments received.

5. The final step is for LAFCO to record a Certificate of Completion: After its
approval of an uncontested application, LAFCO would record a Certificate
of Completion in both Sacramento and Placer Counties finalizing the
combination.

a. If protested, LAFCO would be required to hold additional
proceedings and require the Districts to hold an election to permit
their voters to approve or disapprove the proposed combination. A
successful protest would require at least 25% of the landowners of
assessed property holding 25% or more of total assessed value, or
25% of all registered voters within the two Districts.



BUDGET 
The tasks involved to complete the Phase 2 study are those necessary to meet the 
minimum legal requirements of consolidation, a budget of $100,000 is 
recommended. This amount is comprised of:  

1. Legal and consultant costs  - $75,000
2. Regulatory fees with LAFCo, CEQA, etc.  - $25,000



EXHIBIT 1 

Scope of Work 

San Juan Water District and Sacramento Suburban 
Water District Phase 2, Further Analysis of 
Consolidating San Juan Water District and 

Sacramento Suburban Water District

INTRODUCTION AND BACKGROUND 
San Juan Water District (SJWD) and Sacramento Suburban Water District (SSWD), 
collectively referred to as “Districts,” are seeking further analysis in performing a “Phase 
2, Further Analysis of Consolidating SJWD and SSWD Study” resulting from a “Phase 
1, Study of Alternatives” completed and accepted by both District Board of Directors on 
April 28, 2014. 

Both District Boards recognize that public policy requires the analysis of a possible 
business combination consider the impacts of potential benefits to the Districts’ 
customers and demonstrate how these benefits can be maintained in a long-term, 
sustainable manner. Picking up from where the Phase 1 analysis left off, in this Phase 2 
analysis the Districts are hoping to demonstrate a “finding of fact” that combining the 
two Districts will be in the public’s interest, meeting the following objectives: (1) 
Providing increased water supply reliability, and (2) Resulting in greater economies in 
the form of less cost, or reduced costs, and a higher level of service for the general 
public. 

The District Boards have already made a preliminary determination that a business 
combination of SJWD and SSWD is the appropriate business model necessary to 
maximize long-term water supply reliability for the two Districts. A combined agency, 
they believe, would place the two Districts in a better position to control their destiny; 
manage and protect their respective water supplies; and provide the ability to address 
federal, state and regional influences impacting water supply reliability. Other expected 
benefits from combining the Districts include: 

a) Economies of scale for district representation on regional, state and federal
matters within the Lower American River region;

b) Flexibility to use Pre-1914 water and maximize the use of Central Valley Project
(CVP) supplies for SSWD, SJWD and the Wholesale Agencies resulting in
increased water supply reliability;

c) Establishing a historical record of using CVP supplies; and
d) Avoidance of event-driven inter-agency negotiations for exchanges or transfers

of water supplies during dry-year reductions or critically dry-year events.



EXHIBIT 1 

Although some issues have been identified related to combining SSWD and SJWD, 
there are no obvious or compelling deterrents, thus far, that would preclude combining 
the Districts. However, this Phase 2 Study is being performed to validate this 
understanding and to more thoroughly analyze combining the Districts. 

SJWD and SSWD have a long history of working collaboratively on projects of mutual 
benefit. With the actions related to the Bay Delta Conservation Plan, OCAP Biological 
Opinion Recommended and Prudent Actions, and the SWRCB Flow proceedings, as 
well as multiple others, the need to implement a conjunctive use plan became apparent. 
With SSWD’s groundwater facilities and transmission pipelines, and SJWD’s treatment 
and surface water supply, the two agencies identified a possible collaborative approach 
in water management. 

Specific tasks deemed necessary to complete this Study are outlined in the Table 
below: 



EXHIBIT 1 

Phase 

TASKS 2A 2B 

(Primarily 
Staff) 

(Primarily 
Consultant) 

Customers/Public 

   Plans/Safeguards for service quality X 

   Plans for equity in rates, fees and charges X 

Governance 

  Consolidation vs. dissolution X 

 Wholesale vs. Retail combination 

  Government Formation (CSD vs County WD) X 

  Policies 

Water Supply Assurances 

  SJWD wholesale customers – water rights X 

  SSWD Groundwater X 

Board 

  Transition size/timing (10 to 5) X 

  Election district boundaries X 

Administration 

  District Transition X 

  Executive Staff – plans, roles, responsibilities X 

Human Resources 

  Benefits Principle X 

  Employment contracts X 

  Salaries/compensation Principle X 

  Staffing of key positions Principle X 

  Organizational Chart – Functional X 

  Office Locations X 

Financial 

  Timing of transition to one billing CI system X 

  Timing of transition to one financial system X 

  Rate Structures Principle X 

  Transfer of Assets Principle X 

  Capital Investments Principle X 

  Debt Service X 

Operations 

  Integration of staffing Principle X 

  Continuity of service X 



EXHIBIT 1 

TERMS 
The Consultant will be required to provide the equipment, materials and labor to 
complete the tasks of this analysis. The joint 2x2 Water Management Ad Hoc 
Committee (Committee) will be directing this Study. The contracting of this project will 
be with SSWD to allow a single point of contact. A copy of SSWD’s Standard Consulting 
contract is attached. 

Phase 

TASKS 2A 2B 

(Primarily 
Staff) 

(Primarily 
Consultant) 

Other 

  CVP metering requirement Principle X 

  “No harm” to existing customers X 

Cost Savings or Reduction in Increases 

  Reduction in future additional staffing X 

  Water Transfers X 

  Lost access to surface water X 

LAFCo MSR Items 

Preparation of Pre-Application Documents, to include: 

   Infrastructure needs and deficiencies X 

   Growth and population projections X 

   Financial constraints and opportunities X 

   Cost avoidance opportunities X 

   Opportunities for rate restructuring X 

   Opportunities for shared facilities X 

   Government structure options including advantages 
   and disadvantages of consolidation or reorganization 
   of service providers X 

   Evaluation of management efficiencies X 

   Local accountability and governance X 

Responses to LAFCo, that may include: 

   Service Plan X 

   Fiscal Analysis X 

   CEQA Documents X 

Preparation of Formal Application X 



EXHIBIT 1 

MEETINGS 
There will be numerous meetings related to this Study. The following minimum meetings 
are assumed: 

Kick-Off Meeting 1 
Information gathering meetings with Executive Staff 2 
Information gathering with other agencies 2 
Review meetings with 2x2 Committee 3 
Joint Board Meetings 2 
Meetings with LAFCo 2 

TIMING 

2x2 Committee Meeting June 23, 2014 

Kick-Off Meeting June 30, 2014 

Executive Staff July 7, 2014 

Other Agencies July 14, 2014 

Executive Staff July 21, 2014 

2x2 Committee Meeting July 28, 2014 

LAFCo Meeting August 4, 2014 

Joint Board Meeting August 11, 2014 

2x2 Committee Meeting August 18, 2014 

LAFCo Meeting August 25, 2014 

Joint Board Meeting September 8, 2014 

Joint Board Meeting September 15, 2014 

REPORTS 
Reports will consist of: 

1. Administrative Draft – A draft of the final report for review by both the Committee
and Executive Staff.

2. Draft – Final Report – Incorporating comments from the Committee and
Executive Staff for joint Board review.

3. Final Report – Incorporating comments from the draft final report.
4. LAFCo Reports and Applications – Consisting of Pre and Formal Applications

and other reports as required.



AGENDA ITEM 3 

STAFF REPORT 
To: 2X2 Water Management Ad Hoc Committee 

From: Robert Roscoe, SSWD General Manager 
Shauna Lorance, SJWD General Manager 

Date: June 23, 2014 

Subject: Consultant Selection Options and Process 

RECOMMENDED COMMITTEE ACTION: 
Recommend forwarding to the joint Board of Directors for approval: 

1. Selection of John O’Farrell & Associates as Phase 2 Consultants.
2. Authorize use of SSWD’s standard consulting contract with Consultant.
3. Establish a $75,000 budget for Consultant and Legal costs for the Phase 2

(2A & 2B) Study or as amended.

DISCUSSION 
Integral to the Phase 2, Further Analysis of Consolidating Sacramento Suburban 
Water District (SSWD) and San Juan Water District (SJWD) Study is a 
determination of the resources necessary to appropriately complete the Study. 
Due to the depth and extent of information needed, respective District staffs will be 
the primary resource to complete the Phase 2A portion of the Study. As Phase 2B 
has primarily to do with gathering information for the LAFCo approval process as 
well as submitting the resolutions and applications for approval, an outside 
consultant who is familiar with LAFCo processes will be needed. It is 
recommended this outside Consultant also consolidate and finalize the results of 
both Phase 2A and 2B into a single final report. 

Both Districts staff are familiar with Mr. John O’Farrell of John O’Farrell and 
Associates. Mr. O’Farrell is well qualified to perform as the outside consultant for 
the Study as he has over 25 years of experience serving as the Executive Officer 
of Sacramento County LAFCo from 1976 to 2002. Mr. O’Farrell resides within the 
current SJWD boundaries, living and working in Fair Oaks, California. Please see 
his Statement of Qualifications attached as Exhibit 1. 

Staff recommends sole-sourcing the consultant services to Mr. O’Farrell as 
opposed to circulating a request for proposals for the following reasons: 



1. The expertise needed to complete the Study are those possessed uniquely
by Mr. O’Farrell. Serving as the past Executive Officer of Sacramento
County LAFCo makes Mr. O’Farrell uniquely qualified to best advise the
District’s on the regulatory approval process with LAFCo, the approving
authority for the consolidation.

2. Due to the familiarity with the history of the Districts and the Phase 1
issues, it is preferred to have existing directors and staff involved with the
Phase 2 Study. Accordingly, the schedule for completion of the Study is
tight. A several week time frame to prepare, submit and review a request for
proposals may not allow for timely completion of the Study.

Managing Mr. O’Farrell’s work will be done by the Committee and each respective 
District’s executive staff. The contract for his services will be executed with SSWD, 
with SJWD remitting its fair-share of the costs per the Cost Sharing Memorandum 
of Agreement (MOA) as was done in the Phase 1 Study. (See Exhibit 2 for a copy 
of the contract and Agenda Item 4 for a draft of the MOA.) 

BUDGET 
As the tasks involved to complete the Phase 2 study are those necessary to meet 
the minimum legal requirements of consolidation, a budget of $75,000 is 
recommended. This amount is intended to cover legal and consultant costs only. 
(Filing and other regulatory fees with LAFCo, CEQA, etc. are expected to be an 
additional $25,000.) 























AGENDA ITEM 4 

STAFF REPORT 
To: 2X2 Water Management Ad Hoc Committee 

From: Robert Roscoe, SSWD General Manager 
Shauna Lorance, SJWD General Manager 

Date: June 23, 2014 

Subject: Draft Memorandum of Agreement on Cost Sharing 

RECOMMENDED COMMITTEE ACTION: 
Recommend forwarding to the joint Board of Directors for approval the attached 
Memorandum of Agreement (MOA) on Cost Sharing for the Phase 2, Further 
Analysis of Consolidating San Juan Water District (SJWD) and Sacramento 
Suburban Water District (SSWD) Study or as amended. 

BACKGROUND 
In concert with the Scope of Work and Budget developed by the Committee for the 
Phase 2, Further Analysis of Consolidating SSWD and SJWD Study, a draft MOA 
between the Districts has been prepared for Committee review, comment and 
approval. The format of the attached MOA is based on the prior MOA executed by 
the Districts for the Phase 1 Study. This draft MOA has not been reviewed by legal 
counsel. 
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