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CITY COUNCIL AGENDA REPORT 

Meeting Date: June 6, 2019 

From: Director of Public Works/City Engineer 

Subject: Water Supply Agreement - 100 West Hill 

Community Goal/ResultCommunity Goal/ResultCommunity Goal/ResultCommunity Goal/Result    

Economic Development    

PurposePurposePurposePurpose 

To approve a water supply agreement that will allow a new business with a significant demand 

for potable water to begin operations while the city attempts to obtain additional allocations of 

water. 

RecommendationRecommendationRecommendationRecommendation 

Approve the Water Supply Agreement with Ashford Kelton I, LLC and Alpha Flight US, Inc. 

BackgroundBackgroundBackgroundBackground    

Because of a limited supply of water for new customers or for current customers who require 

significantly more water than previously used, recently adopted City Ordinance No. 637 revised 

Chapter 13.12 of the Municipal Code so that any non-residential water connection proposing to 

increase the average demand of water by more than 10%, when compared to use in the past 2 

years, is required to provide a new application for water service with information as required by 

the Public Works Director. 

Alpha Flight US (Tenant) is proposing to operate a food catering business for airlines at 100 West 

Hill, which is owned by Ashford Kelton (Owner).  The proposed business is a 24/7 operation that 

is open 362 days a year.  The estimated annual use of water is 1,673,400 gallons per year.  The 

most recent two-year average from when the building was last occupied was 207,000 gallons per 

year. 

Given current water demands and in current water year conditions (with a significant supply 

stored in the Sierra Nevada snowpack) the city should be able to supply to the Tenant this 

increase in water.  However, in any drought condition, or in a period when other users of the 

Hetch Hetchy system take full advantage of their guaranteed supplies, the city would not be able 

to supply this increase. 

Because of this limitation and the Tenant’s concern about investing in a business with a high 

water demand without reasonable assurances of a water supply for the business, City staff, 
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Tenant and the Owner entered into negotiations to develop an agreement that would provide 

such assurances to the Tenant but would not, in all cases, represent that the City could 

guarantee such supply.  The product of those negotiations is set forth in the attached Water 

Supply Agreement. 

DiscussionDiscussionDiscussionDiscussion    

The Agreement commits the city to provide the increased volume only as so long as the City is 

not prohibited from doing so (see paragraph 1 of the agreement), indicates that the City will 

pursue additional commitments of water supply (paragraph 2), specifies that any additional cost 

in the City’s obtaining this new supply of water will be paid by Tenant (see paragraph 3), and 

provides an opportunity in the event of Tenant’s early departure for Owner (Ashford Kelton) to 

retain (and pay for) the additional water or ask the City to attempt to find another user or 

purchaser for the water (see paragraph 4). 

Without this Agreement, the city will be forced to deny Alpha Flight’s application for the planned 

tenant improvements to operate this new business. 

Fiscal ImpactFiscal ImpactFiscal ImpactFiscal Impact 

The Agreement is written to be generally cost neutral to the city; the only anticipated costs are 

staff’s time in complying with the conditions of the agreement, e.g. time spent seeking additional 

water from the allocation of water from another member  of BAWSCA. 

Measure of SuccessMeasure of SuccessMeasure of SuccessMeasure of Success    

An agreement that allows a new business to move forward with its improvement plans while the 

city attempts to secure increased water supplies, and which is cost neutral to the city’s utility 

fund. 

AttachmentsAttachmentsAttachmentsAttachments    

1. Water Supply Agreement

___________________________________ ___________________________________ 

Randy Breault, Public Works Director  Clay Holstine, City Manager 
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