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February 15, 2017

MEETING NOTICE

JOINT MEETING
SCVWD PACHECO RESERVOIR EXPLORATORY AD HOC COMMITTEE
SAN BENITO COUNTY WATER DISTRICT
PACHECO PASS WATER DISTRICT

SCVWD Board Members of the Pacheco Reservoir Exploratory Ad Hoc Committee
Director Gary Kremen
Director Richard P. Santos
Direct John L. Varela

SBCWD Board Members of the Pacheco Reservoir Exploratory Ad Hoc Committee
Director Sonny Flores
Director John Tobias

PPWD Representatives
Director TBD
Director TBD

SCVWD Staff Support of the Pacheco Reservoir Exploratory Ad Hoc Committee
Norma J. Camacho, Interim Chief Executive Officer
James Fiedler, Chief Operating Officer, Water Utility
Stanly Yamamoto, District Counsel
Garth Hall, Deputy Operating Officer, Water Supply Division
Cindy Kao, Imported Water Manager, Water Supply Division



SBCWD Staff Support of the Pacheco Reservoir Exploratory Ad Hoc Committee
Jeff Cattaneo, District Manager
Sara Singleton, Assistant Manager

A joint meeting of the Santa Clara Valley Water District (SCVWD) Pacheco Reservoir Exploratory
Ad Hoc Committee is to be held on Thursday, February 23, 2017, at 3:00 p.m. in the Conference

Room located at the San Benito County Water District, 30 Mansfield Road, Hollister, California
95023.

Enclosed are the meeting agenda and corresponding materials. Please bring this packet with you
to the meeting.

Enclosures
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Get on CA-85 S

2 min (0.6 mi)

Take US-101 S to CA-25 S. Take exit 353 from US-101 S
26 min (29.6 mi)

Continue on CA-25 S. Drive to Mansfield Rd in San Benito County
18 min (14.1 mi)

San Benito County Water District

30 Mansfield Road, Hollister, CA 95023

These directions are for planning purposes only. You may find that construction
projects, traffic, weather, or other events may cause conditions to differ from the
map results, and you should plan your route accordingly. You must obey all signs
or notices regarding your route.
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PACHECO RESERVOIR EXPLORATORY AD HOC COMMITTEE

SCVWD Pacheco Reservoir Exploratory Ad
Hoc Committee:
Director John L. Varela
Director Gary Kremen (Committee Chair)
Director Richard P. Santos

SBCWD Representatives:
Director Sonny Flores
Director John Tobias

PPWD Representatives:
Director TBD
Director TBD

AGENDA
JOINT MEETING
SCVWD PACHECO RESERVOIR EXPLORATORY AD HOC COMMITTEE
SAN BENITO COUNTY WATER DISTRICT
PACHECO PASS WATER DISTRICT
30 MANSFIELD ROAD
HOLLISTER, CA 95023

THURSDAY, FEBRUARY 23, 2017
3:00 P.M.

Time Certain:

3:00 p.m. 1. Call to Order/Roll Call

2. Time Open for Public Comment on Any Item Not on the Agenda
Comments should be limited to two minutes. If the Committee wishes to discuss a subject raised by the
speaker, it can request placement on a future agenda.

3. Introductions

4, Approval of Minutes
4.1 Approval of Minutes — December 8, 2016, meeting

5. Action ltems:

5.1 Preliminary Assessment of Enlarging Pacheco Reservoir and Potential Application
for Proposition 1 Funding. (Garth Hall)
Recommendation:

A. Discussion among representatives of Pacheco Pass Water District (PPWD), San
Benito County Water District (SBCWD), and SCVWD Pacheco Reservoir
Exploratory Ad Hoc Committee (SCVWD) regarding the potential enlargement of
Pacheco Reservoir and potential application for Proposition 1 funding.

B. Discussion of draft principles of agreement; and

C. Review information and recommend what action, if any, should be taken by the
three Districts’ respective Boards of Directors.

6. Clerk Review and Clarification of Committee Actions

7. Adjourn
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Reasonable efforts to accommodate persons with disabilities wishing to attend committee meetings will be made. please
advise the Clerk of the Board Office of any special needs by calling (408) 630-2277.

Meetings of this committee will be conducted in compliance with all Brown Act requirements. All public records relating to
an open session item on this agenda, which are not exempt from disclosure pursuant to the California Public Records Act,
that are distributed to a majority of the legislative body will be available for public inspection at the same time that the
public records are distributed or made available to the legislative body, at the following location:
Santa Clara Valley Water District, Office of the Clerk of the Board
5700 Almaden Expressway, San Jose, CA 95118

PACHECO RESERVOIR EXPLORATORY AD HOC COMMITTEE PURPOSE:

The purpose of the Pacheco Reservoir Exploratory Ad Hoc Committee is to receive and discuss information on issues
related to the LAFCO consideration of dissolution of Pacheco Pass Water District, the reorganization of its responsibilities
and assets, as well as information related to the dam integrity and potential reservoir operating parameters for
downstream aquatic habitat. The Committee representatives may assist their respective Board of Directors on policies
and actions related to these matters.
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ltem 4.1

PACHECO RESERVOIR EXPLORATORY COMMITTEE MEETING
DRAFT MINUTES

December 8, 2016
2:00 p.m.

A scheduled meeting of the Pacheco Reservoir Exploratory Ad Hoc Committee
was held on December 8, 2016, in the Board Room of the San Benito County
Water District, 30 Mansfield Road, Hollister, California.

CALL TO ORDER/ROLL CALL:

A meeting of the San Benito County Water District/Santa Clara Valley Water
District Pacheco Reservoir Exploratory Ad Hoc Committee was called to order at
2:00 p.m. on December 8, 2016, in the Board Room of the San Benito County
Water District, 30 Mansfield Road, Hollister, California.

San Benito County Water District (SBCWD) Board Members present were:
Director John Tobias and Director Sonny Flores. SBCWD staff members in
attendance were Jeff Cattaneo, Sara Singleton and Garrett Haertel.

Santa Clara Valley Water District (SCVWD) Board Members present were:
Director Gary Kremen, Director Richard P. Santos and Director John L. Varela.
SCVWD staff members in attendance were: Aaron Baker and Cindy Kao.

TIME OPEN FOR PUBLIC COMMENT ON ANY ITEM NOT ON
AGENDA
There were no public comments.

INTRODUCTIONS
San Benito County Water District and San Benito County Water District attendees
introduced themselves.

APPROVAL OF MINUTES
4.1 Approval of Minutes — March 21, 2016 Meeting

A motion was made by Director Tobias and seconded by Director Santos;
the Minutes of March 21, 2016 were unanimously approved.
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ltem 4.1

5.  ACTION ITEMS:

5.1 Proposed Dissolution of Pacheco Pass Water District (PPWD) by San
Benito County Local Agency Formation Commission (Cattaneo/Kao)
Recommendation: Receive and discuss information presented by staff
and discuss possible next steps
Mr. Cattaneo reviewed the reason LAFCO sought to dissolve PPWD as it
had no active board. At the recent election, 5 candidates ran unopposed
and they now have a viable board. Discussion ensued about the assistance
the two Districts could offer PPWD.

5.2  Preliminary assessment of the merits of enlarging Pacheco Reservoir
and the potential for obtaining Proposition 1 funding (Kao/Cattaneo)
Recommendation: Receive and discuss information presented by staff
and discuss possible next steps.

Ms. Kao reviewed the Evaluation of Pacheco Reservoir Enlargement and
Potential Proposition 1 Funding Application. Discussion ensued regarding
the benefits of pursuing the project and the funding for each District.

6.0 REVIEW INFORMATION FROM AGENDA ITEMS 5.1 AND 5.2
ABOVE AND RECOMMEND WHAT ACTION, IF ANY, SHOULD
BE TAKEN BY THE TWO DISTRICTS’ RESPECTIVE BOARDS
OF DIRECTORS.

Action items:

1. Ms. Kao to contact SCYWD’s legal for management advice for
PPWD.

2. Director Kremen suggested attending a future PPWD meeting.

3. SBCWD will take the lead in assisting PPWD with any
organizational needs they may have.

4. Further pursuit of Pacheco Reservoir enlargement and
Proposition 1 funding

7.0 CLERK REVIEW AND CLARIFICATION OF COMMITTEE
ACTIONS
There were no additional action items.

8.0 ADJOURNMENT
Chairperson Director Kremen adjourned the meeting at 2:53 p.m.
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Committee: Pacheco Reservoir
Exploratory Ad Hoc

Committee
Meeting Date: 2/23/2017
Agenda Item No.: 5.1

Unclassified Manger:  G. Hall
Email: ghall@valleywater.org

COMMITTEE AGENDA MEMO

SUBJECT: Preliminary Assessment of Enlarging Pacheco Reservoir and Potential
Application for Proposition 1 Funding.

RECOMMENDED ACTION:

A. Discussion among representatives of Pacheco Pass Water District (PPWD), San Benito
County Water District (SBCWD), and Santa Clara Valley Water District (SCVWD)
regarding the potential enlargement of Pacheco Reservoir and potential application for
Proposition 1 funding;

B. Discussion of draft principles of agreement; and

C. Review information and recommend what action, if any, should be taken by the three
Districts’ respective Boards of Directors.

SUMMARY:

At the January 31, 2017, Special Board meeting of the SCVWD Board of Directors, the board
delegated the members of the Pacheco Reservoir Exploratory Ad Hoc Committee to meet with
representatives of Pacheco Pass Water District (PPWD) and San Benito County Water District
(SBCWD) regarding the potential enlargement of Pacheco Reservoir and development of a
potential application for funding from the State’s Proposition 1 Water Storage Investment
Program. This item provides for that discussion among the parties.

Recently updated analyses suggests that enlargement of Pacheco Reservoir to roughly 130
TAF could provide significant water supply benefits, as well as possible ecosystem benefits in
the San Francisco Bay Delta and local creeks that could make an expansion of Pacheco
Reservoir eligible for Proposition 1 funding. Currently, landslides threaten the existing North
Fork Dam that creates Pacheco Reservoir, and the California Division of Safety of Dams has
identified a need to replace the spillway wall. An expansion project could be designed to
address these infrastructure issues while expanding the reservoir to provide benefits to all three
agencies.

Time available for submitting a Proposition 1 funding application is limited. Proposition 1
funding applications are due by early August 2017. SCVWD is considering securing a
consultant to perform the analysis required for an application. Agreements with potential
partners, including SBCWD and PPWD would also be needed. SBCWD has indicated a desire
to partner with SCVWD on development of a Proposition 1 funding application; however, neither
is planning to proceed without PPWD’s support.
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SUBJECT: Preliminary Assessment of Enlarging Pacheco Reservoir and Potential
Application for Proposition 1 Funding. 02/23/17

BACKGROUND:

Pacheco Reservoir is a 6 TAF reservoir owned by PPWD. It is located approximately 0.4 miles
north of Pacheco Pass Highway (Highway 152) in Santa Clara County and is formed by the
North Fork Dam, which was built in 1936 on the north fork of Pacheco Creek.

In February 1993, Wahler Associates produced a reconnaissance level report for SCYWD
evaluating five alternative dam and reservoir sites to provide storage of excess imported water.
That report found that an expansion of the Pacheco Reservoir is a feasible alternative that
warranted further study. This report is provided as Attachment 1.

In August 2002, as part of the San Luis Low Point Improvement Project (SLLPIP), Montgomery
Watson Harza (MWH) provided SCVWD with a technical memorandum to discuss options
surrounding a new dam and reservoir at Pacheco Creek. The SLLPIP was a feasibility study by
the US Department of the Interior, Bureau of Reclamation in cooperation with SCVYWD and the
San Luis & Delta-Mendota Water Authority. The SLLPIP is proposed to maintain a high quality,
reliable and cost-effective water supply for SCVWD and other contractors of the San Felipe
Division. The August 2002 technical memorandum is provided as Attachment 2.

On September 23, 2008, the SCVWD Board of Directors approved the “Principles of Agreement
for a Joint Investigation of Future Alternatives for Pacheco Reservoir” (Principles of Agreement)
(Attachment 3).

Although some of the investigations outlined in the Principles of Agreement were conducted,
progress was delayed due to difficulty gaining access to private lands in the watershed for
geologic and technical studies. No formal agreement between the parties was ever executed.

The California Division of Safety of Dams has identified a need to replace the spillway wall of
the North Fork Dam.

In December 2011, the Santa Clara County Local Agency Formation Commission (LAFCO)
adopted a Countywide Water Service Review Report that identified the following concerns with
PPWD:

“In summary, there are several concerns regarding the financing, operations and
management of PPWD, including a lack of necessary revenue to complete essential
capital improvements, lack of transparency and clarity in financial statements,
inaccuracies in the District’'s accounting and State reporting, failure to submit a timely
audited financial statement to the County, lack of a website to inform constituents of
district activities and functions, lack of a means to track operations and water flows at
the dams, extended board vacancies and a lack of contested elections.”

Current Pacheco Reservoir Expansion Project

Recent analyses performed by the SCVWD indicates that Pacheco Reservoir could be
expanded to 130 Thousand Acre-Feet (TAF) without inundating Henry Coe State Park, and that
storage of imported water supplies in the enlarged reservoir may provide up to 100 TAF of
critically dry year supply. An expanded reservoir may also provide water quality benefits,
operational flexibility, emergency storage, flood protection, and ecosystem benefits. The
capital
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SUBJECT: Preliminary Assessment of Enlarging Pacheco Reservoir and Potential
Application for Proposition 1 Funding. 02/23/17

cost of this expansion is currently estimated to be roughly $800 million; Operations and
Maintenance (O&M) costs are roughly estimated to be $3.3 million annually. Staff is evaluating
whether benefits will justify potential costs, and whether Proposition 1 funding opportunities may
increase the affordability of this project. SBCWD has expressed interest in partnering with
SCVWD if the decision is made to move forward with a funding application.

Pacheco Reservoir releases water to Pacheco Creek in Santa Clara County and drains to the
Pajaro River and ultimately to Monterey Bay. The California Department of Fish and Wildlife
has indicated that enhancement of the South Central Coast Steelhead run on Pacheco Creek is
important and that recovery and fishery enhancement actions that could be taken for that water
course could improve the fisheries habitat value. If expanding Pacheco Reservoir could lower
water temperatures and increase summer flows, fisheries habitat value of the stream could be
improved. The National Marine Fisheries Service, however has previously expressed concern
about releasing San Francisco Bay Delta water into local creeks.

Proposition 1 Funding Available for Water Storage Projects

The California Water Commission (CWC), which is administering the $2.7 billion available in the
Proposition 1 Water Storage Investment Program (WSIP), finalized its regulations on December
14, 2016. The due date for submittal is anticipated to be in early August 2017 and will be
determined after the Office of Administrative Law approves the proposed WSIP regulations,
anticipated to occur in March.

The CWC has identified multiple objectives that should be met in the application process,
including more reliable water supplies, restoration of important species and habitat, and more
resilient and sustainably managed water infrastructure. The WSIP allows for investment of
public funds for public benefits associated with water storage. In other words, only the public
benefits (environmental, flood protection, water quality, etc.) are eligible for funding. Water
supply benefits are not eligible for funding under WSIP. Prior to approving funding, the CWC
must make a determination that the project is feasible and that the expected benefits exceed the
expected costs, among other requirements.

In considering whether to submit a Proposition 1 application, an application may be competing
with other potential applicants for Proposition 1 WSIP funding. They include Sites Reservoir,
Los Vaqueros Reservoir expansion project, and Temperance Flat with a total combined project
cost of about $8 billion. There may ultimately be in excess of a dozen total Proposition 1
applicants, although given the stringent requirements for both qualifying for funding and for
completing the required analyses, it will be challenging for smaller projects to complete the
applications.

The Pacheco Reservoir Enlargement project could be eligible for up to 50 percent of its total
cost if approved for Proposition 1 funding; however, ecosystem improvements must account for
at least half of the public benefit cost share. Given the number and size of potential applicants,
the potential funding level awarded to the Pacheco Reservoir project could potentially be less
than 20% of the project cost, or $160 Million.

In order to receive WSIP funding, the applicant would need to enter into contract with each
appropriate State agency, including potentially the California Department of Fish and Wildlife
(CDFW), the State Water Resources Control Board (SWRCB), and the Department of Water
Resources (DWR), to administer the public benefits of the project. The contracts would require
implementation of an adaptive management plan that identifies trigger levels that initiate
adaptive management actions, a decision making process that includes the administering State
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SUBJECT: Preliminary Assessment of Enlarging Pacheco Reservoir and Potential
Application for Proposition 1 Funding. 02/23/17

agency, assurances as determined by the administering State agency and the applicant
regarding operations and O&M, and monitoring and reporting requirements, among other
obligations. Potential costs will need to be developed as the project is better defined and would
need to be covered by the project applicant, or may be funded through Prop 1 funds.

If the planning studies and economic analysis continue to indicate that the project would be a
suitable storage project for PPWD, SBCWD, and SCVWD, a number of considerations and
potential risks would have to be considered before a recommendation could be brought to the
respective Boards to proceed with further planning, environmental analysis, design and
construction. The considerations include which entity holds title to the land upon which the
project would be constructed, environmental documentation including CEQA, permitting
requirements, operational requirements, partnership commitments, stakeholder support, and
design/construction uncertainties.

PRINCIPLES OF AGREEMENT:

To accomplish the work defined above, SCVWD, SBCWD and PPWD could consider
establishing Principles of Agreement. Attachment 4 provides draft Principles of Agreement for
discussion among PPWD, SBCWD, and SCVWD to facilitate progress on planning studies and
funding applications for potentially enlarging Pacheco Reservoir.

NEXT STEPS:

The SCVWD Board will meet on February 28, 2017, to consider whether to move forward to
secure a consultant to perform a feasibility assessment and potentially partner with SBCWD and
PPWD to develop a Proposition 1 funding application. A decision will be made only if all parties
provide their support. If the decision is to move forward, SCVWD would coordinate with PPWD
and SBCWD to proceed with the following:

1. Revise, as needed, and finalize the Principles of Agreement

2. Secure a consultant to prepare the Proposition 1 funding application.

3. Develop the Proposition 1 funding application, which requires the following
activities:

a. Direct a consultant to evaluate whether project benefits exceed costs in order to
qualify for Proposition 1 funding.

b. Secure a formal resolution by PPWD’s Board to support the Proposition 1
application for enlarging Pacheco Reservoir.

c. Develop a cost-share-and-coordination agreement among SCVWD, SBCWD,
and PPWD.

d. Develop a memorandum of understanding between PPWD, SBCWD, and the
SCVWD regarding objectives, interests, and coordination related to expanding
Pacheco Reservoir.

e. Coordinate with the resource agencies regarding quantification of fishery
benefits.
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SUBJECT: Preliminary Assessment of Enlarging Pacheco Reservoir and Potential
Application for Proposition 1 Funding. 02/23/17

f. Communicate with potential stakeholders, such as United States Bureau of
Reclamation (USBR), CDFW, National Marine Fisheries Service (NMFS), and
interested non-governmental organizations (NGO’s).

g. Explore partnerships with other potential partners, such as State of California,
USBR, SBCWD and PPWD.

If the consultant’s benefit-cost assessment confirms that benefits exceed costs, the project is
feasible, and there is a good chance of securing funding, then the following steps will be taken:

4. Coordinate and oversee the consultant to proceed with completing the Prop 1
funding application.

5. Meet with and obtain written support and draft agreements from resource
agencies and potentially other entities in order to validate potential benefits described in
a Proposition 1 funding application.

6. Submit an application for a Proposition 1 funding by the deadline.

7. Continue further study work towards enlargement of Pacheco Reservoir per the
Principles of Agreement.

ESTIMATED COST OF FUNDING APPLICATION:

Proposition 1 funding applications are required to satisfy certain criteria and perform similar
analyses utilizing the same or functionally similar modeling tools, and all must analyze the
benefits to protected fish species in the San Francisco Bay Delta. Therefore, the estimated
costs of preparing the Proposition 1 funding applications for other projects may be useful to
estimate costs for developing funding applications for expanding Pacheco Reservoir. The costs
of preparing a Proposition 1 funding application is significant and ranges from $900,000 for the
Los Vaqueros Reservoir Expansion project to $15 million for the Sites Reservoir Project.

Staff anticipates that the preparation of a Proposition 1 funding application for an expanded
Pacheco Reservoir will be significantly less complex than the analysis of Sites Reservoir and
therefore significantly less costly. The cost will be more comparable to the cost of analysis for
Los Vaqueros Reservoir Expansion. Staff estimates that the cost of preparing a Proposition 1
application for expansion of Pacheco Reservoir would be up to $900,000, depending on the
extent of analysis determined to be needed. The consultant contract would be phased to allow
for termination by SCVWD if at any time during the analysis it is determined that the costs of the
project outweigh the potential benefits.

ATTACHMENT(S):

Attachment 1: February 1993 Report: Reconnaissance Level Evaluation of Alternative Dam
and Reservoir Sites

Attachment 2: August 2002 Report: San Luis Reservoir Low Point Improvement Project
Conceptual Alternative Summary: Alternative #4C: New Dam and Reservoir at
Pacheco Creek

Attachment 3: September 23, 2008 Board Agenda Memo and Draft Principles of Agreement

Attachment 4: Draft Principles of Agreement

Attachment 5: Figure showing location of Pacheco Reservoir

Attachment 6: PowerPoint Presentation
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Santa Clara Valley Water District
San Luis Reservoir

Low Point Improvement Project

Conceptual Alternative Summary:

Alternative #4C: New Dam and Reservoir at
Pacheco Creek

DRAFT
August 2002
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Santa Clara Valley Meeting Date: > 2>/08
Water District Agendaltem: 3.
" Manager: G. Zlotnick
Extension: 2081
Director: All
BOARD AGENDA MEMO

X] Discussion X Action [] Consent (] Information

SUBJECT: Principles of Agreement for Joint Investigation of Future Alternatives for Pacheco
Reservoir

RECOMMENDATION:

That the Board approve Principles of Agreement for a Joint Investigation of Future Alternatives
for Pacheco Reservoir (Attachment 1) as the basis of negotiation for an agreement with
Pacheco Pass Water District and San Benito County Water District.

RATIONALE:

The subject Principles of Agreement for a Joint Investigation of Future Alternatives for Pacheco
Reservoir (“Principles of Agreement”) would inform negotiations of an agreement that would;

(a) facilitate investigation of the Pacheco Reservoir alternative under consideration as
part of the San Luis Low Point Improvement Project (“SLLPIP); and,

(b) provide information to support future water supply investment planning.
Approval of the Principles of Agreement would, therefore, support:

Policy E-2.1.2: There is a reliable supply of healthy, clean drinking water.

Policy E-2.1.3: The water supply is reliable to meet future demands in Santa Clara
County, consistent with the County’s and cities’ General Plans and other appropriate
regional and statewide projections.

In addition, Pacheco Reservoir has been identified as a site of interest in the Santa Clara Valley
Habitat Conservation Plan (“Valley Habitat Plan”) currently under development with District
participation, as there may be a potential for re-operations to support a run of steelhead in
Pacheco Creek and downstream in the Pajaro River. Other opportunities for environmental
enhancement in the watershed could be identified through investigations contemplated by the
Principles of Agreement. Consequently, approval of the Principles of Agreement would also
support:

Policy E-3.2: Environmental enhancements are implemented to improve watersheds,
streams and the natural resources therein.

APPROVED
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SUBJECT: Principles of Agreement for Joint Investigation of Future Alternatives for Pacheco
Reservoir

Policy E-3.2.1: Potential environmental enhancement opportunities are identified to the
Board.

EL-3.7 COMPLIANCE:

This is not a proposed consultant contract so EL-3.7 is not applicable.

SUMMARY:

In response to a request from the Pacheco Pass Water District (“Pacheco Pass”),
representatives from San Benito County Water District (“San Benito”) and the District met with
Pacheco Pass on May 19, 2008, to explore collective interests in Pacheco Reservoir. The
scope of the discussion included the watershed, operation of Pacheco Dam, flows in Pacheco
Creek, existing facilities and potentially relocated or expanded facilities.

As a result of this meeting, staff drafted a set of principles for negotiation of an agreement that
would give the parties three years to jointly investigate feasible alternatives for the future of
Pacheco Reservoir. After completion of relevant studies, the agreement would ailso provide an
option for the District and San Benito to purchase the existing Pacheco Reservoir and Pacheco
Pass lands, subject to appropriate environmental review. Both Pacheco Pass and San Benito
have reviewed the Principles of Agreement contained in Attachment 1 and confirmed that they
reflect discussions held to date, and outline what the parties hope to achieve through a potential
negotiated agreement.

Drivers for Investigation of Pacheco Reservoir

A. San Luis Low Point Improvement Project

The San Luis Low Point Improvement Project (“SLLPIP") is authorized by the CALFED Bay-
Delta Authorization Act (October 25, 2004, 118 Stat. 1694). It specifically authorizes the
Secretary of the Interior to “expend funds for feasibility studies, evaluation and implementation
of the San Luis Low Point Improvement Project, except that Federal participation in any
construction of the expanded Pacheco Reservoir shall be subject to future congressional
authorization.”

From the outset, an expanded Pacheco Reservoir was identified as a possible SLLPIP
alternative. Providing a capability for San Felipe Division water to be stored during winter
months in an enlarged Pacheco Reservoir would allow the San Luis Reservoir to be further
drawn down during summer months, without reducing water quality or exacerbating water
supply risks for the District and San Benito.

Central Valley Project (CVP) water supplies for the District and San Benito must be conveyed
through San Luis Reservoir to the federal Pacheco Pumping Plant and San Felipe Division
20f5
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SUBJECT: Principles of Agreement for Joint Investigation of Future Alternatives for Pacheco
Reservoir

facilities. When storage in the reservoir drops below 300,000 acre-feet, increased turbidity and
algae reduces water quality and causes problems at the District’s treatment plants. CVP
deliveries to the San Felipe Division may become limited by reduced pumping capacity at
Pacheco Pumping Plant if the reservoir drops to a low enough level. Ultimately, if the drop is far
enough or quality is so deteriorated, deliveries could be interrupted entirely. The SLLPIP seeks
to resolve these problems, along with accomplishing other planning objectives that would
benefit all south-of-Delta water contractors.

In August 2008, the U.S. Bureau of Reclamation (Reclamation) completed a Draft SLLPIP Plan
Formulation Report. Alternatives carried forward and evaluated in that report include: (1)
lowering the San Felipe (Pacheco Pumping Plant) intake facilities; (2) expanding Pacheco
Reservoir; and, (3) implementing a combination of expanding the use of local groundwater,
desalination, institutional measures, and re-operation of the District's and San Benito’s existing
facilities.

Reclamation conducted EIS/EIR scoping meetings in San Jose on September 10 and in
Sacramento and Los Banos on September 11, 2008. The Draft Feasibility Report and EIS/EIR
is currently scheduled to be completed by summer 2009, and the Final Feasibility Report and
EIS/EIR is scheduled to be completed by the end of 2009 or early 2010.

However, this schedule is heavily dependent on obtaining sufficient access to Pacheco
Reservoir and private lands in its watershed for further geologic and technical studies. Approval
of the Principles of Agreement and successful negotiation of an agreement with Pacheco Pass
and San Benito would aid a more timely completion of the SLLPIP, by, among other things,
helping to facilitate the requisite access for investigations. It could also facilitate effective use of
remaining State Proposition 13 funds that are currently available until March 9, 2009, for
reimbursement of certain SLLPIP costs.

B. Valley Habitat Plan

The Valley Habitat Plan is a cooperative effort by six Santa Clara County government agencies
to provide an effective framework to protect, enhance, and restore natural resources in Santa
Clara County, while improving and streamlining the environmental permitting process related to
mitigating impacts on threatened and endangered species. The Valley Habitat Plan will provide
incidental take permits for a broad suite of public works and development. Pacheco Reservoir is
being discussed in the development of the Valley Habitat Plan, both as a covered activity and as
a potential conservation measure.

1.) The covered activity includes relocating Pacheco Dam and expanding Pacheco
Reservoir as an alternative in the SLLPIP, or as a future activity that could be
undertaken independently by the District to optimize local water storage in its
integrated water management portfolio.

2.) The conservation measure would entail re-operation of either the existing Pacheco
Reservoir or an expanded Pacheco Reservoir to improve fishery resources. Some
participants in the Valley Habitat Plan, including the federal resource agencies, are

30of 5
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SUBJECT: Principles of Agreement for Joint Investigation of Future Alternatives for Pacheco
Reservoir

interested in establishing a run of steelhead in Pacheco Creek and downstream in the
Pajaro River. While the Principles of Agreement contemplate investigating the
feasibility of Pacheco Reservoir re-operation for this purpose, any actual change in
operations during the proposed agreement’s three-year timeframe would be subject to
the approval of Pacheco Pass, coordination with the Valley Habitat Plan, and
appropriate environmental review. Other opportunities for environmental
enhancements may also be identified through related investigations in the watershed.

C. Relationship To Future Water Supply Investment Decisions

The District’s Integrated Water Resource Planning 2003 Report (IWRP 2003) recommended
protecting existing water supplies and making modest near term investments in a “no regrets”
portfolio of additional conservation, groundwater recharge, and water banking. For longer term
investments, IWRP 2003 found that the District’'s water supply portfolio should include
investments in all-weather supplies (i.e., recycling and conservation), storage, and dry-year
transfers. Subsequently, in December 2005, the Board adopted Policy E-2.1.4.2, which states;
“the District’'s water supply sources are further diversified by making new investments in a mix of
all weather supplies, storage, and dry year transfers or option agreements.”

The District needs to consider how best to balance all weather supplies and storage, as well as
the type of storage, for future water supply reliability. These considerations will be better
informed with additional information on different water supply alternatives. Improved
understanding of the feasibility of Pacheco Reservoir as a potential future storage option will
provide important perspective as the District undertakes analyses and considers decisions
regarding the appropriate mix of future water supply investments.

Moreover, investigations related to Pacheco Reservoir as envisioned under the Principles of
Agreement could also contribute significantly to the District’'s developing dam retrofit strategy to
address pressing and increasing seismic requirements.

CEQA REQUIREMENTS:

Approval of the Principles of Agreement provides only a basis for negotiation and has no
environmental impact; therefore, it is not a project, as defined by CEQA.

ADVISORY COMMITTEE INPUT:

The proposed Principles of Agreement have not been presented to any Advisory Committees.

PUBLIC OUTREACH:

Public outreach related to investigation of Pacheco Reservoir is, in part, achieved through the
EIS/EIR process for the SLLPIP. Public scoping meetings were held in San Jose on September
4 of 5
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SUBJECT: Principles of Agreement for Joint Investigation of Future Alternatives for Pacheco
Reservoir

10 and in Sacramento and Los Banos on September 11, 2008. The Valley Habitat Plan process
also includes public meetings in which Pacheco Reservoir has been discussed.

FINANCIAL IMPACT:
Approval of the Principles of Agreement has no immediate financial impact.

Pacheco Pass would continue to own and operate Pacheco Dam and Reservoir during the term
of the agreement. However, successful negotiation of an agreement based on these principles
could lead to commitments and costs that are not currently included in the District's FY09
budget and long range forecast. Because discussions among the parties related to the subject
Principles of Agreement did not commence until May of this year, it was not possible to include
resources in the current year budget with any level of precision. Consequently, none were
provided.

It is anticipated that certain investigations covered by a joint agreement would be conducted and
paid for under the existing SLLPIP, including potential Proposition 13 funds referenced above,
while others might be coordinated through the Valley Habitat Plan process. While there are no
funds dedicated to such activities in the Valley Habitat Plan effort, it is possible that grants or
other sources of funds might become accessible in the future for studies related to activities
consistent with the Valley Habitat Plan, e.g. reservoir reoperation.

Should the Board authorize moving forward, an agreement subject to the proposed principles
will provide for cost-sharing of additional investigations of mutual interest. Consistent with
Board policy, any financial commitment that would exceed Executive Limitation EL-5.7 will be
brought back to the Board for discussion and decision.

50f 5
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Principles of Agreement
for
Joint Investigation of Pacheco Reservoir
DRAFT #2 June 18, 2008

1. Parties:_ Pacheco Pass Water District (Pacheco Pass), San Benito County Water District
(San Benito) and Santa Clara Valley Water District (Santa Clara).

2. Interests of the Parties

a. San Benito and Santa Clara are seeking alternatives that will improve their ability to
manage water supply, water quality, and operational risks related to federal water
deliveries from San Luis Reservoir.

b. As a participant in the Santa Clara County Habitat Conservation Plan, Santa Clara is
seeking alternatives that will improve fish habitat and other environmental values in the
watershed.

c. Pacheco Pass is seeking to ensure the continuation of operational benefits from
Pacheco Dam and Reservoir, including groundwater recharge in Pacheco Creek
upstream of the Highway 156 crossing.

3. Purpose of the Agreement

a. Establish a process and time period for Santa Clara and San Benito to investigate
feasible alternatives for the future of Pacheco Dam and Reservoir.

b. Establish an option for Santa Clara and San Benito jointly to acquire Pacheco Dam and
Reservoir, or to enter into a long-term lease or other arrangement with Pacheco Pass
that would provide long-term benefits.

c. Establish a process to explore and potentially implement mutually agreed upon near-
term operational changes.

4. Term: Three years from date of execution (expected July 2008).

5. Work Plan to Investigate Feasible Alternatives
a. Santa Clara and San Benito will jointly develop and agree upon a work plan to be
accomplished during the term of the Agreement, including a scope of work, schedule,
resources and budget, project management, methods of communication and
coordination.
b. Santa Clara and San Benito will form a policy-level steering committee and a
management committee to facilitate development and implementation of the work plan.

6. Coordination

a. Santa Clara and San Benito will consult Pacheco Pass in the development of the work
plan, keep them informed of progress and make work products available for their review
prior to release to others.

b. Santa Clara and San Benito will coordinate the investigations and analyses with the
Bureau of Reclamation’s ongoing San Luis Reservoir Low Point Improvement Project.

c. Santa Clara and San Benito will seek input from partners in the Santa Clara County
Habitat Conservation Plan on the range of issues that should be studied, participation in
workgroups to carry out investigations, and review of work products.

Page 1 of 3 Attachment 1
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Principles of Agreement for Investigation of Pacheco Reservoir, continued
DRAFT #2 June 18, 2008

7. Alternatives to be Evaluated

a.

b.

C.

Alternatives to be evaluated will include remediation and re-operation of the existing
Pacheco Dam and Reservoir, reconstruction and enlargement, or other possibilities.
Feasible alternatives must maintain operational benefits for Pacheco Pass, including
groundwater recharge in Pacheco Creek upstream of the Highway 156 crossing, at least
equal to those that would have existed absent implementation of the alternative.
Feasible alternatives will have no unacceptable impact on Henry Coe State Park.

8. Funding and Cost Sharing

a.

b.

Santa Clara will seek to utilize an appropriate share of State grant funding available for
the San Luis Reservoir Low Point Improvement Project to carry out the work plan.

Santa Clara will seek cost-share funding from the Santa Clara County Habitat
Conservation Plan for interim operational changes or investigations related to
improvement of Pacheco Creek fish habitat.

Santa Clara and San Benito will share remaining costs of the work plan equally,
provided that when the option decisions provided by the Agreement are exercised, these
cost shares will be adjusted to reflect the districts’ respective long-term benefits.

9. Access for Investigations

a.

Pacheco Pass will provide access to the existing Pacheco Dam and adjacent property
that the district owns or has rights of entry, for the purpose of investigating structural,
geologic, environmental and other aspects of proposed alternatives.

Pacheco Pass will facilitate, to the extent they are able, access by Santa Clara and San
Benito to property in the watershed owned by others, as necessary to carry out
investigations.

Pacheco Pass will provide access to any relevant records that may assist with the
evaluation of alternatives, including records of Pacheco Dam operation and maintenance
and diversions in the watershed.

Santa Clara and San Benito will each provide any relevant records or previous studies
that may assist with evaluation of alternatives, including records of San Felipe Division
operation and maintenance and diversions in the watershed.

10. Operations During the Term of the Agreement

a.

b.

Pacheco Pass will continue to own and operate Pacheco Dam and Reservoir during the
term of the Agreement.

The parties will explore and, subject to mutual agreement and appropriate environmental
review, may implement near-term operational changes to achieve water management
and/or environmental objectives.

Santa Clara and/or San Benito may provide resources to accomplish near-term
operational changes, subject to appropriate indemnification by Pacheco Pass.

20f3 Attachment 1
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Principles of Agreement for Investigation of Pacheco Reservoir, continued
DRAFT #2 June 18, 2008

11. Exercise of Option

a. Before the end of the Agreement, Santa Clara and San Benito may jointly exercise an
option to acquire Pacheco Dam and Reservoir, or to enter into a long-term lease or other
arrangement with Pacheco Pass that provides long-term benefits.

b. If either Santa Clara or San Benito decides that it does not want to participate in an
acquisition, long-term lease or other arrangement with Pacheco Pass, then the other
district may independently exercise the option.

c. Neither Santa Clara nor San Benito is obligated to exercise any option provided by the
Agreement.

3of3 Attachment 1
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V. ENDS:

Yeas:
Nays:
Abstains:
Recuses:
Absent:

Summary:

BOARD OF DIRECTORS MEETING

MINUTES

REGULAR BOARD MEETING
TUESDAY, SEPTEMBER 23, 2008

9:30 AM

(Paragraph numbers coincide with agenda item numbers)

Principles of Agreement for Joint Investigation of Future Alternatives for Pacheco

Reservoir. (Greqg Zlotnick) (E-2.1.2, -2.1.3)

Recommendation:

Motion:

Move to to Approve :

Second:

Approve Principles of Agreement for a Joint Investigation

of Future Alternatives for Pacheco Reservoir as the basis
of negotiation for an agreement with Pacheco Pass Water
District and San Benito County Water District.

Approve Principles of Agreement for a Joint Investigation
of Future Alternatives for Pacheco Reservoir as the basis
of negotiation for an agreement with Pacheco Pass Water
District and San Benito County Water District, amending
the timeframe for drafting a work plan to investigate
feasible alternatives from three years to two years, with an
option to extend the agreement by one year.

L. Wilson
T. Estremera

T. Estremera, R. Kamei, S. Sanchez, R. Santos, L. Wilson

None
None
None

J. Judge, P. Kwok
5 Yeas; 0 Nays; 0 Abstains; 2 Absent.
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Principals of Agreement
Submittal of Proposition 1 Application
and

Joint Investigation of Pacheco Reservoir Expansion

Parties: The parties to this Principles of Agreement (“Agreement”) are Pacheco Pass Water District
(Pacheco Pass), San Benito County Water District (San Benito) and Santa Clara Valley Water
District (Santa Clara), each referred to hereafter as “Party” or collectively as “Parties”.

1)

2)

3)

4)

Interests of theParties:

a) San Benito and Santa Clara are seeking alternatives that will improve the reliability of their
respective water supplies in dry years and the ability to manage their water supply, water quality,
and operational risks.

b) Pacheco Pass seeks to preserve the continued operational benefits it receives from Pacheco
Dam and Reservoir, including groundwater recharge in Pacheco Creek upstream of the
Highway 156 crossing.

c) The Parties are interested in submitting a Proposition 1 Water Storage Investment Program
grant funding application to the California Water Commission to help fund the potential
expansion of Pacheco Dam and Reservoir (Proposition 1 Grant Application) that will allow
achievement of their respective interests.

Purposes of the Agreement: The purposes of this Agreement are to (i) establish commitments for
coordination and participation to evaluate the potential expansion of Pacheco Dam and
Reservaoir; (ii) coordinate efforts to prepare and submit a Proposition 1 Grant Application; (iii)
establish options for Santa Clara (or Santa Clara and San Benito jointly) to acquire fee title to
Pacheco Dam and Reservoir, or to acquire a possessory interest of Pacheco Dam and
Reservoir via a long-term lease or other arrangement, which would enable the expansion of
Pacheco Dam and Reservoir, and thereafter, its operation to meet the Parties’ respective
interests; and (iv) establish commitments to explore other mutually beneficial activities.

Term and Termination of Agreement: This Agreement becomes effective when signed by all
the Parties, and expires three (3) years thereafter. Any Party may terminate this Agreement by
providing at least thirty (30) days prior written notice.

Coordination:

a) The Parties will: (i) coordinate efforts to develop and submit a Proposition 1 Grant
Application; (ii) keep each other informed of progress; and iii) make their related work
products available for each Party’s review.

b) The Parties will seek input from other potential partners and stakeholders on the range of
issues that may be studied, on participation in workgroups to carry out investigations, and on
review of work products.

c) Pacheco Pass will provide a formal resolution from its board of directors and/or other
assurances required by the California Water Commission to ensure that Pacheco Dam and
Reservoir is available to support the Proposition 1 Grant Application.

d) The Parties shall develop and execute a comprehensive cost sharing agreement that specifies
each Party’s rights, interests and obligations regarding any potential expansion of Pacheco
Dam and Reservaoir.

e) The Parties agree that feasible altematives to expand Pacheco Dam and Reservoir: (i) must
maintain operational benefits for Pacheco Pass, including groundwater recharge in Pacheco
Creek upstream of the Highway 156 crossing, at least equal to the magnitude of recharge that
would have existed absent expansion of the Pacheco Dam and Reservoir; (ii) will provide water
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supply benefits acceptable to Santa Clara and San Benito; (iii) will have no unacceptable
impact on Henry Coe State Park; and (iv) will include operations to improve the ecosystem
and/or fishery benefits in both the Sacramento-San Joaquin Delta and local creeks.

5) Access forlnvestigations:

a) Pacheco Pass will provide access to the existing Pacheco Dam and Reservoir and adjacent
property that it owns or has rights of entry for the purpose of investigating structural,
geologic, environmental and other aspects of proposed alternatives.

b) Pacheco Pass will facilitate, to the extent they are able, access to property in the watershed
owned by others, as necessary to carry out investigations.

c) Pacheco Pass will provide access to any relevant records that may assist with the
evaluation of alternatives, including records of Pacheco Dam and Reservoir operations and
maintenance and diversions in the watershed.

d) Santa Clara and San Benito will each provide any relevant records or previous studies that
may assist with evaluation of alternatives, including records of San Felipe Division operation
and maintenance and diversions in the watershed.

PACHECO PASS WATER DISTRICT

By: Date:

Name/Title:

SAN BENITO COUNTY WATER DISTRICT

By: Date:

Name/Title:

SANTA CLARA VALLEY WATER DISTRICT

By: Date:

Name/Title:
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Preliminary Assessment of Enlarging Pacheco Reservoir and
Potential Application for Proposition 1 Funding

Meeting of SCVWD Pacheco Reservoir Exploratory Ad Hoc Committee with San Benito County Water District
and Pacheco Pass Water District Board representatives

February 23, 2017
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I Key points

*** An enlarged Pacheco Reservoir may have significant supply,
water quality, and ecosystem benefits.

*» Additional analyses are needed to determine if benefits
justify costs.

*** Upon Board approval, staff will prepare and submit an
application for Proposition 1 funding provided benefit-cost
and other analyses indicate the project is justified.

“* SCVWD will work closely with Pacheco Pass Water District
and San Benito County Water District.
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Potential benefits of local reservoir expansion

Expansion of a local reservoir could offer:

*** Drought year supply

** Improved water quality

** Increased operational flexibility

*** Local and Delta ecosystem enhancement
** Emergency supply

*** Flood protection
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An Enlarged Pacheco Reservoir may be eligible for Proposition 1 funding
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I Next Steps

** Finalize Principles of Agreement between the three
Districts

** SCVWD to secure a consultant to:
*»» Evaluate the dam site options

*» Evaluate project costs vs. benefits to determine
qualification for Proposition 1 funding

* Assist SCVWD in filing the Proposition 1 Application
if determined feasible.
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